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AUDIT AND REVIEW REPORTS OF CERTIFIED PUBLIC ACC@UNTANT

To the Shareholders of KASIKORNBANK PUBLIC COMPANY LIMITED

AUDIT REPORT OF CERTIFIED PUBLIC ACCOUNTANT

I have audited the accompanying consolidated balance sheets of KASIKORNBANK PUBLIC
COMPANY LIMITED and subsidiaries as at June 30, 2005 and December 31, 2004 and the
consolidated statements of income, changes in shareholders’ equity and cash flows for each of the
six-month periods ended June 30, 2005 and 2004. 1 have also audited the balance sheets of
KASIKORNBANK PUBLIC COMPANY LIMITED as at June 30, 2005 and December 31, 2004 and
the statements of income, changes in sharcholders’ equity and cash flows for each of the six-month
periods ended June 30, 2005 and 2004. The management of KASIKORNBANK PUBLIC
COMPANY LIMITED is responsible for the correctness and completeness of the information
presented in these financial statements. My responsibility is to express an opinion on these financial
statements based on my audits.

I conducted my audits in accordance with generally accepted auditing standards. Those standards
require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as cvaluating
the overall financial statement presentation. I believe that my audits provide a reasonable basis for
my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of KASIKORNBANK PUBLIC COMPANY LIMITED and
subsidiaries as at June 30, 2005 and December 31, 2004 and the consolidated results of their
operations and cash flows for each of the six-month periods ended June 30, 2005 and 2004, and the
separate financial position and the results of operations and cash flows of KASIKORNBANK
PUBLIC COMPANY LIMITED for the same periods, in conformity with generally accepted
accounting principles.




REVIEW REPORT OF CERTIFIED PUBLIC ACCOUNTANT

I have reviewed the accompanying consolidated statement of income of KASIKORNBANK PUBLIC
COMPANY LIMITED and subsidiaries and the statement of income of KASIKORNBANK PUBLIC
COMPANY LIMITED for cach of the three-month periods ended June 30, 2005 and 2004. The
management of KASIKORNBANK PUBLIC COMPANY LIMITED is responsible for the
correctness and completeness of the information presented in these financial statements. My
responsibility is to issue a report on these financial statements based on my reviews.

I conducted my reviews in accordance with the standard on auditing applicable to review
engagements. This standard requires that I plan and perform the review to obtain moderate assurance
as to whether the financial statements are free of material misstatement. A review is limited primarily
to inquiries of Bank personnel and analytical procedures applied to financial data and thus provides
less assurance than an audit in accordance with generally accepted auditing standards. Accordingly, 1
do not express an audit opinion on the reviewed financial statements.

Based on my reviews, nothing has come to my attention that causes me to believe that the
accompanying financial statements are not presented fairly, in all material respects, in accordance
with generally accepted accounting principles.

1 draw attention to Note 35 to the financial statements which sets out the rationale for, and the effects
on the financial statements of, the change in accounting policy for deferred tax which was effective
from December 2004. This change in accounting policy has been applied retrospectively. The
comparative financial statements for the three-month and six-month periods ended June 30, 2004
have been restated in accordance with the new policy.

X, R imah areunt .

Supot Singhasaneh
Certified Public Accountant
Registration No. 2826

KPMG Phoomchai Audit Ltd.
Bangkok
August 17, 2005
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KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

ASSETS
Cash
Interbank and money market items (Note 5)
Domeslic items
Interest bearing
Non-interest bearing
Foreign items
Interest bearing
Non-interest bearing
Total Interbank and Money Market Items - net
Securities purchased under resale agreements (Note 6)
Investments (Notes 3.4, 7 and 28)
Current investments - net
Long-term investments - net
Investments in subsidiaries and associated companics - net (Note 35)
Total Investments - net
Loans and accrued interest receivables (Note 8}
Loans {Notes 3.5 and 8}
Accrued interest receivables
Total Loans and Accried Interest Receivables
Less Allowance for doubtful accounts (Notes 3.6 and 10}
Less Revaluation allowance for debt restructuring (Notes 3.7 and 11}
Less Normalized provisioning (Notes 3.8 and 12)
Total Loans and Accrued Interest Receivables - net
Properties foreciosed - net (Notes 3.9 and 13)
Customers' tiability under acceptances
Premises and equipment - net (Notes 3.10 and 15)
Intangible assets - net (Notes 3.11 and 16)
Accrued income receivables
Derivative revaluation
Other assets - net

Total Assets

BALANCE SHEETS
Baht
Consolidated The Bank
June 30, 2005 December 31,2004 June 30, 2005 December 31, 2004
13.050,371,955 13,536,066,960 13,050,066,729 13,535.831,175
8,460,205,115 1,218,278.347 8,410,898,797 1,137,863,638
2,399.563,461 2.135,366,755 ‘ 2,458,580.321 2,150.079,907
73,131,327,521 71,969,251,131 73,131,327,520 71,969,251,131
282968313 926,985,867 282,968,313 926,985,867
84,274,064 ,410 76,249,882,100 84,283,774,951 76,184,180,543
12,400,000,000 19,040,000,000 12,400,000,000 19,040,000,000
44.255,412,676 33,325,170,944 43,225,930,481 31,657,896,392
62,924,523,560 76,347,550,884 61,172,507,448 74,696,583,540
401,688.870 462,378,420 10,188,156,457 10,635,877,986
107.581,625,106 110,135,100,248 114,586,594,386 116,990,357.918
605,002,833,974 592,588,468,951 595,696,304,689 578,117,032,454
1,788,229,564 2,455,343,998 1,254,140,053 1,318,031,786
606,791,063,518 595.043,812 949 596,950,444,742 579,435,064,240
(33,490,740,724) (39,068,136,470) (24,700,647,453) (26,968,186,450)
(2,285,838,948) (4,878,194,345) (1,898,185,402) (2,297,055,189)
(3,025,000,000) (2,400,000,000) (3,025,000,000) (2.400,000,000)
567,989,483 ,866 548,697,482,134 567,326,611,887 547,769,822,601
17,829,618,417 17,397,232,399 12,932,130,509 12,734,511,528
739,932,844 743,368,580 739,932,844 743,368,580
21,322,970,798 19,747,325472 20,671,455,026 19.220,398.395
3,732,529,636 3,523,349,656 3,222,587,090 2,988,529,800
1,737,469.119 1,818,365,007 1,641,165,869 1,736,440,180
3.260,162,127 6,348,766,754 3,260,162,127 6,348,766,754
6,864,971,324 7,314,808,687 6,121,266,293 6,649,339,827
840,783,219.,602 824,551,747,997 840,235,747,711 823,941,547,301




KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

BALANCE SHEETS
Baht
Consolidated The Bank
June 30, 2005 December 31, 2004 June 30, 2005 December 31, 2004
LIABILITIES AND SHAREHOLDERS EQUITY
Deposits (Note 17)
Deposits in baht 692,394,588,537 701,712,987,751 692,829,029,342 702,127,816,843
Deposits in foreign currencies - 2,743,395,562 1,856,728,173 2,743,395,563 3,856,728,173
Total Deposits 695,137,984,099 705,569,715,924 695,572,424,905 705,984,545,016
Interbank and money market items (Note 18) ‘
Domestic items
Interest bearing 16,213,690,763 8,067,531,721 15,788,690,763 7,707,531,721
Non-interest bearing 3.357,115,079 3,182,510,145 3.356,761,961 3,182,510,145
Foreign items
Interest bearing ) 134,852,894 18,777,373 134,852,894 18,777,373
Non-interest bearing . 194,235,352 256,129,941 194,235,352 256,129,941
Total Interbank and Money Market Items 19,899,894,088 11,524,949,180 19,474,540,970 11,164,949,180
Liability payable on demand 5,843,423.871 7.426,010,070 5843423871 7.426,010,070
Borrowings
Short-term borrowings (Note 19) 8,247,600,000 3,843,000,000 8,247,600,000 3,843,000,000
Long-term borrowings (Note 20) 20,211,869,536 19,767,595,098 20,211,869.536 19.767,595,098
Total Borrowings 28,459,469,536 23,610,595,098 28,459,469,536 23,610,595.098
Bank's liability under acceptances 739,932,844 743,368,580 739,932,844 743,368,580
Derivative revaluation 7,222,314,837 1,440,906,348 7,222,314 837 1,440,906,348
Accrued interest payables 1,021,447,646 1,096,509,102 1,021,407.673 1,095,565,846
Other liabilities 9,071,556,772 6,474,037,714 8,807.116,377 6,127,969,858

Total Liabilities 767,396,023,693 757,886,092,016 767,140,631,003 757,593,909,996



KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

Shareholders’ equity

Share capital (Notes 21 and 22)

Authorized share capital

3,048,614,697 ordinary shares, Baht 10 par value -

Issued and paid-up share capital

2,363,624 537 ordinary shares, Baht 10 par value

2,370,773,865 ordinary shares, Baht 10 par value
Premium on ordinary shares
Appraisal surplus on asset revaluation (Notes 3.10, 15 and 35)
Revaluation surplus on investments (Notes 3.4, 7 and 35)
Retained eamings

Appropriated

Legat reserve (Note 24)

Unappropriated (Notes 35)

Minarity interests (Note 35)
Total Shareholders' Equity
Total Liabilities and Shareholders’ Equity

Off-balance sheet items - contingencies (Note 29)
Aval to bills and guarantees of loans
Liability under unmatured import bills
Letters of credit

Other contingencies

fﬂr%m’ﬁ,._

BALANCE SHEETS
Baht
Consolidated The Bank
June 30, 2005 December 31,2004 June 30, 2005 December 31, 2004
30,486,146,970 30,486,146,970 30,486,146,970 30,486,146,970
23,636,245370 23,616,245,370
23,707,738,650 23,707,738,650
17,689,829,155 17,555,259,1.56 17,689,829,155 17,555,259,156
10,096,772,557 8,762,354,744 10,096,772,557 8,762,354,744
762,587,607 951,995,819 762,587,607 951,995,819
770,000,000 770,000,000 770,000,000 770,000,000
20,068,188,729 14,671,782,216 20,068,188,729 14,671,782.216
73,095,116,698 66,347,637,305 73,095.116.698 66,347,637,305
292,079,211 318,018,676 - -
73,387,195,909 66,665,655,981 73,095,116,698 66,347,637,305
840,783,219,602 824,551,747,997 , 840,235,747,711 821,941,547,301
608,009,623 614,362,334 608,009,623 617,266,534
4,959,971,883 4,290,601 ,894 4,959,971 883 4,290,601,894
13,904,742,710 14,103,370,881 13,904,742,710 14,103,370,881
655,872,636,871 532,959,403,640 655,744,729.326 532,843,314,218

(Pol.Gen. Pow Sarasin)

Vice Chairman

e

(Dr. Prasarn Trairatvorakul)

President



KASTKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

STATEMENTS OF INCOME
FOR EACI OF THE THREE-MONTH PERIODS ENDED JUNE 30, 2005 AND 2004

Inierest and dividend income (Notes 3.2 and 3.4) ¢
Loans
Interbank and money market items
Investments
Total Interest and Dividend Income
Interest expense {Noie 3.3}
Deposits
Interbank and money market items
Short-lerm borrowings
Long-term borrowings
Total Interest Expense
Net income from interest and dividend
Reversal of bad debt and doubtful accounts (Notes 3.6 and 26)
Loss on debt restructuring (Notes 3.7 and 27)
Normalized provisions (Notes 3.8 and 12)
Net income from interest and dividend afler reversal of bad debt and doubt{ul accounts ,
loss on debt restructuring and narmalized provisions
Non-interest income
Gain{loss)on investments (Notes 3.4 and 7}
Share of profit (loss) from investments on equity method (Notes 3.4 and 35)
Fees and service income
Acceptances, aval and guarantees
Others
Gain on exchanges (Note 3,11)
Loss on transfer of financial assets (Note 3.4)
Other income
Total Non-interest Income
Non-interest expenses
Personne! expenses
Premises and equipment expenses (Notes 3.10 and 15)
Taxes and duties
Fees and service expenses
Directors’ remuneration
Loss on impairment of properties foreclosed (Note 3.9)
Contributions to Financial Instritutions Development Fund
Other expenses
Total Non-interest Expenses
income before income tax
Income tax expense (Notes 3.12 and 35)
Net income before minority inferests
Minority interests in net income
Net income
Basic earnings per share (Note 3.17)

Number of the weighted average number of ordinary shares (shares)

s Mot

Baht
Consolidated The Bank
2005 2004 2005 2004
(Restated) {Restated)
7,552,733,7132 6,692,294,628 7,426,863.884 6,369,908,436
585,141,163 423,415,178 584,406,288 422,822,413
1,414,044,972 1,004,965,872 1,409,489,564 1,004,594,524
9,551,919,867 8,120,675,678 9,420,764,736 7,794,325,373
1,304,323,819 1,386,528,910 1,304,323,005 1,386,528,910
96,234,921 55,217,192 95,045,219 53,677,933
14,326,812 14,326,812
292,413,245 288,395,724 292,413,245 288,395,724
1,707,298,797 1,730,141,826 1,706,108,281 1,728,602,567
7,844,621,070 6,390,533,852 7,714,656,455 6,065,722,806
(470,305,128) (2,050,166,959) (325,900.629) (1,340,177,063)
695,674,637 2,215074,813 617,774.738 1,669,860,081
425,000,000 200,000,000 425,000,000 200,000,000

7,194,251,561

6,025,625,998

6,997,782,346

5,536,039,788

180,145,716 (227,016,483) 180,145,716 (178,871,006)
(75,654,043) 24,682,058 (2,029,210} (12,410,128)
146,444,135 130,612,497 146,444,135 130,612,497
2,012,924,837 1,831,300,478 1,831,377,654 1,649,630,312
220,067,346 424,026,683 220,067,346 424,026,683
(447,985,677 .
210,013,260 98,313,808 167,506,341 90,670,030
2,693,941,251 1,833,933,364 2,543,511,982 2,103,658,388
1,585,235,683 1,563,953,601 1,473,522,006 1,492,720,917
846,493,700 885,798,669 818,976,521 860,885,698
416,932,659 337,171,251 403,912,188 326,958,419
616,064,955 707,086,640 603,461,464 679,953,545
31,014,031 13,449,254 29,424,03! 11,799,254
90,621,013 83,216,118 146,015 61,946,233
711,687,039 692,616,859 711,687,040 692,616,859
608,595,388 338,607,325 560,627,324 320,872,483
4,906,644 ,468 4,621,899,717 4,601,956,589 4,447,753,408
4,981,548,344 3,237,659,645 4,919,337,739 3,191,944,768
1,119,021,66% 30.386,119 1,090,500,771
3,862,526,675 3,207,273,526 3,848,8136,968 3,191,944,768

(13,689,707)

(15,328,758}

3,848,836,968 3,191,944,768 3,848,836,968 3,191,944,768
1.62 1.35 1.62 135
2,370.677,239 2,362,115,588 2,370,677,239 2,362,115,588

(Pol.Gen, Pow Sarasin)

Vice Chairman

s

(Dr. Prasarn Trairatvorakul)

President



KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES
STATEMENTS OF INCOME
FOR EACH OF THE SIX-MONTII PERIODS ENDED JUNE 30, 2005 AND 2004

Baht
Consolidated The Bank
2005 2004 2005 2004
(Restated) (Restated)
Interest and dividend income (Notes 3.2 and 3.4)
Loans 14,879,081,499 13,194,897,656 14,412,207,261 12,468,772,909
Interbank and money market items ’ 1,106,960,205 874,857,680 §,105.761,820 873,774,180
Investments 2,304,414,079 1,987,743,914 2,292,101,773 1.963,942,595
Total Interest and Dividend Income 18,290,455,783 16,057,499,250 17,810,070,854 15,306,489,684
Interest expense (Note 3.3)
Deposits 2,625,640.376 2,808,473,122 2,625,639,562 2,808,473,122
Interbank and money market items 164,766,658 97,149,206 161,728,688 94,675,472
Short-term borrowings 26,892,831 - 26,892,830
Long-tenn borrowings 565,863,932 698,554,707 565,863,932 698,554,707
Total Interest Expense 3,383,163,797 3,604.177,035 3,380,125,012 3,601,703,30t
Net income from interest and dividend 14,907,291,986 12,453,322,215 14,429,945,842 11,704,786,383
Reversal of bad debt and doubtful accounts (Notes 3.6 and 26} (779,676,787} (4,205,669,283) (394,339,450) (3,099,364,297)
Loss on debt restructuring (Notes 3.7 and 27) 1,089,903,726 4,761,030,666 695,038,626 3,500,353,452
Normalized provisions (Notes 3.8 and 12) 625,000,000 400,000,000 625,000,000 400,000,000
Net income {rom interest and dividend after reversal of bad debt and doubtful accounts |
Joss on debt restructuring and normalized provisions 13,972,065,047 11,497,960,832 13,504,246,666 10,9013,797,228
Non-interest income
Gain on investments {Notes 3.4 and 7) 308,050,780 650,542,691 212,263,237 665,320,322
Share of profit(loss) from investments on equity method (Motes 3.4 and 35) (76,868,979) 44,082,238 143,335,744 108,149,508
Fees and service income
Acceptances, aval and guarantees ’ 306,928,561 265,732,301 306,928,561 265,732,301
Others 4,186,799,737 3,603,789,004 3,812,026,263 3,228,766,842
Gain on exchanges {(Note 3.13) 427,248 925 811,217,782 427,248,925 811,217,782
Loss on transfer of financial assets (Mote 3.4) - (435,363,898) -
Other income 475,702,981 261,239,156 393,721,072 247,405,486
Total Non-interest [ncome 5,627,862,005 5,201,239,274 5,295,523,802 5,326,592,241
Non-interest expenses
Personnel expenses 3,103,185,825 3,053,546,011 2,894,442, 411 2,909,517,424
Premises and equipment expenses (Notes 3.10 and 15) 1,540,167,693 1,710,213,853 1,487,402,153 1,661,405,591
Taxes and duties 791,227,475 683,592,903 756,792,426 655,421,726
Fees and service expenses 1,205,882,715 1,415,583,425 1,185,028,445 1,368,701,977
Directors' remuneration . 45,154,341 27,968,237 41,261,841 23,685,737
Loss on impairment of properties foreclosed (Note 3.9) 96,046,388 151,784,256 4,939,853 125,674,648
Contributions to Financial Institutions Development Fund 1,423,374,079 1,385,233,719 1,423,374,079 1,185,233,719
QOther expenses 1,249,309,380 630,816,808 952,331,603 550,221,160
Total Non-interest Expenses 9,454,347,596 9,058,739,212 8,745,572,811 8,679,861,982
Income before income tax 10,145,579,456 7,640,460,894 10,054,197,657 7,550,527,487
Income tax expense (Notes 3.12 znd 35) 2,420,137,919 62,863,971 2,362,416,506 -
Net income before minority interests 7,725,441 537 1,571,596,923 7,691,781,151 7,550,527,487
Minerity interests in net income (33,660,386} (27,069,436) - -
Net income 7,691,781,151 7.550,527,487 7.691,781,151 7,550,527,487
Basic eamings per share (Note 3.17} 3.25 3.20 3.25 320
Number of the weighted average number of ordinary shares (shares} 2,369,941 655 2,361,468,282 2,369,941,655 2.361,468,282

(Pol.Gen. Pow Sarasin) (Dr. Prasam Trairatvorakul)

Vice Chairman President

The accompanying notes are an integral part of these financial statements.
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KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

STATEMENTS OF CASH FLOWS

FOR EACH OF THE SiX-MONTH PERIODS ENDED JUNE 30, 2005 AND 2004

CASH FLOWS FROM OFERATING ACTIVITIES
Net income
Add(Less) Adjustments to reconcile net income to net.
cash from operating activities
Depreciation and amortization
Reversal on bad debt and doubiful accounts
Loss on debt restructuring
Normalized provisions
Interest income from amortization of revaluation allowance for debt restructuring
Loss on revaluation of investments
Loss on impairment of investments (reversal)
Amortization of goodwill
Gain on disposal of securities for investments
Amortization of premium and discount on debt instruments
Loss on impairment of investmenis in receivables
Loss on impairment of foreclosed properties
Reversal on loss on impairment of other assets
Gain on disposal of premises and equipment
Reversal on loss on impairment of premises and equipment
Reversal on oss revaluation of premises and equipment
Loss on transfer of financial assets
Share of {profit) loss from investments on equity method
Dividend income from subsidiaries and associated companies
Amortization of discount on debentures
Decrease (increase) in accrued interest receivables
Decrease (increase) in other accrued income
Decrease in accrued interest payables
Increase (decrease) in other accrued expenses
Decrease in other reserves
Minority interests in net income
Net income from operations before changes in operating
assets and liabilities
(Increase)} decrease in operating assets
Interbank and money market items {assets)
Securities purchased under resale agreements
Investment for trading
Loans
Properties foreclosed

Other assets

The accompanying notes are an integral part of thesc financial statements.

10

Baht
Consolidated The Bank
2005 2004 2005 2004
{Restated) (Restated)
7,691,781,151 7,550,527,487 7.691,781,151 7,550,527,487
842,758,511 772,030,379 805,520,592 735,800,355
(779,676,787) (4,205,669,28) (394,339.450) (3,099,364,297)
1,089,903,726 4,761,030,666 695,038,626 3,500,353,452
625,000,000 400,000,000 625,000,000 400,000,000
(278,542,707) (660,332,741) (33,920,522) (137,714,147)
18,099,542 49,076,156 18,099,542 49,076,156
(178,296,023) 20,359,559 (178,296,023) (6,463,422)
21,761,385 (5.502,887) - -
(77,887,637) (716,978,834) (19,771,i84) (704,933,483)
336,881,678 393,198,456 344,574,100 390,549,104
21,535,760 - 21,535,760 -
96,046,388 151,784,256 4,939,853 125,674,648
(71,435337) (278,596,105) (50,982,467} (241,694,147)
(8,243 ,615) (162,812) (8,235,798) (163.289)
(1,416,000) - (1,416,000)
(114,875.191) - (114,872,689) -
- 435,363,898 -
76,868,979 (44,082,238) (1431,335,744) (108,149,508)
37,390,522 106,342,503 189,837,395 320,453,985
1,984,268 2,001,427 1,984,268 2,001,427
667,114,434 (548,824) 63,891,733 (48,264,243)
80,895,886 (108,901,696) 95,274,311 (96,419,15%)
(75,061,456) (1,335,253,844) (74,158,173) (1,335,031,169)
1,454,482,793 (709,279,717) 1,391,676,305 (705,782,053)
- (80,000,000) - (80,000,000)
33,660,386 27,069,436 - -
11,510,725,656 6,523,475,242 10,929,825,586 6,516,457,701
(8,094,932,393) 11,933,425,975 (8,170,344,491) 11,702,085,261
6,640,000,000 27,822,000,000 6,640,000,000 27,822,000,000
(461,123,092) (2,630,438,157) (461,123,092) (2.630,438,157)

(25,356,598,493}
1,294,147,258

2,723,753,245

(30,203,481,984)
1,242,363,837

(216,744,536)

(21,061,638,589)
940,058,583

3,668,512,618

(29,991,895,622)
653,154,524

458,175,198



KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

STATEMENTS OF CASH FLOWS

FOR EACH OF THE SIX-MONTH PERIODS ENDED JUNE 30, 2005 AND 2004

Increase (decrease) in operating liabilities
Deposits
Interbank and money market items (fiabilities)
Liabilities payable on demand
Other liabitities

Net Cash (Uscd in) Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of available for sale investments

Proceeds from redemption of held to maturity debt instruments

Proceeds from disposal of general investments
Purchase of available for sale investments

Proceeds from collection of investments in receivables
Purchase of held to maturity debt instruments
Purchase of general investments

Purchase of investments in receivables

Proceeds from disposal of premises and equipment
Purchase of premises and equipment

Purchase of intangible assets

Net Cash Provided by (Used in)} Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES

Decrease in long-term borrowing

Baht
Consolidated The Bank
2005 ' 2004 2005 2004
(Restated) (Restated)

(10,431,731,825) 15,666,325,928 (10,412,120,111) 15,598,473,587
8,374,944,908 1,968,581,161 8,309,591,790 1,878,581.160
(1,582,586,19%) (1,105,987,198) {1,582,586,199) (1,105,987.197)
8,299,089,018 4,092,456,368 7,552,951,778 4,072,380,583
(7,084311,917) 35,091,976,636 (3,646,870,127) 34,966,987,038
19,911,917,202 54,927,112,470 19,702,922,579 54,927,112,470
4,809,820,414 10,867,645,274 641,820,414 10,223,963,314
107,577,259 1,824,529,011 554,064,000 1,796,033,766

(15,149,792,217) €49,645,261,349) (15,147,729.717)

45,227,031 - 36,387,947
(3,983,465,681) (19,177,303,189) (462,427,539)
(214,925,989) (1,780,917,476) (214,925,989)

- - (3,214,979,793)

(49,644,761,349)

(18,472,800,064)
(1,780,917,476)

11,176,122 176,199 10,442,059 176,199
(575,352,057) (693,589,588) (433,165,441) (687,912,989)
(544,734,033) (234,854,365) (552,07 ,551) (234,057,290)

4,417,448,051 (3.912,463,013) 920,336,969 (3,873,163.419)

- (39,967,145,600)

(39,967,145,600)

Increase in short-term borrowing 4,404,600,000 - 4,404,600,000 -
Increase in ordinary shares 71,493,280 81,615,540 71,493,280 81,615,540
Increase in premium on share capital 134,569,999 155,935,506 134,569,999 155,935,506
Payment of dividend (2,369,894,567) - (2,369,894,567) -
Dividend paid to minority interests (59,599,851) (85,671,917) - -
Net Cash Provided by (Used in) Financing Activities 2,181,168,861 (39,815,266,471) 2,240,768,712 (39,729.594,554)
Net decrease in cash and cash equivalents {485,695,005) (8,635,752,848) (485,764,446) (8,635,770,935)
Cash and cash equivalents at beginning of the period (Nolés 3.1 and 4) 13,536,066,960 18,699,183,946 13,535,831,175 18,699,095,513
Cash and cash equivalents at end of the period (Notes 3.1 and 4) 13,050,371,955 10,063,431,098 13,050,066,729 10,063,324,578
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS INFORMATION
Cash paid during the period
Interest expense 3,458,225,253 4.939.430,879 3.454.283,186 4,936,734,470
Income tax 147,076,107 104,568,197 80,849,169 56,760,586
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KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES
NOTES TO INTERIM FINANCIAL STATEMENTS
FOR EACH OF THE SIX-MONTH PERIODS ENDED JUNE 30, 2005 AND 2004 (AUDITED)
FOR THE YEAR ENDED DECEMBER 31, 2004 (AUDITED)

FOR EACH OF THE THREE-MONTH PERIODS ENDED JUNE 30, 2005 AND 2004 (REVIEWED)

GENERAL INFORMATION

KASIKORNBANK PUBLIC COMPANY LIMITED, the Bank, is a public company registered in the Kingdom of

Thailand and listed on the Stock Exchange of Thailand. The registered office of the Bank is at 1 Soi Kasikornthai,

Ratburana Road, Bangkok.

The principal activity of the Bank is commercial banking and the Bank conducts its businesses through a network of
branches covering all parts- of Thailand and some major parts of the world. As of June 30, 2005 and December 31,

2004, the Bank had total staffing of 10,175 and 10,110 persons, respectively.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS AND BASIS OF CONSOLIDATION

The consolidated and Bank-only financial statements are prepared in accordance with the regulations of the Stock
Exchange of Thailand (SET), dated January 22, 2001, regarding the “Preparation and Filing of Financial Statements
and Reports Concerning the Financial Status and Results of Business Operations of Listed Companies” (B.E. 2544),
and with the Bank of Thailand (BoT) dircctive dated May 10, 2001, prescribing the forms for balance sheets and profit

and loss accounts for commercial banks; and in conformity with generally accepted accounting principles in Thailand.

The interim financial statements are presented in accordance with the Thai Accounting Standard No.41, regarding the
Interim Financial Statements, and have been prepared for providing an update on the financial statements for the year
ended December 31, 2004. They focus on new activities, events and circumstances to avoid repetition of information
previously reported. Accordingly, these interim financial statements, should be read in conjunction with the financial

statements for the year ended December 31, 2004.
The financial statements are prepared under the historical cost convention except as disclosed in the accounting policies.

For the convenience of the readers, this English language transiation of the financial statements has been prepared

from the Thai language financial statements which are issued for domestic reporting purposes.
Basis of consolidation

The consolidated financial statements of the Bank comprise of the Bank, its subsidiaries and the interest in associates.

Subsidiaries

Subsidiaries are thosc entities controlled by the Bank. Control exists when the Bank has the power, directly or
indirectly, to govern the financial and operating policics of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that are presently exercisable or convertible are taken into account. The
financial statements of subsidiarics arc included in the consolidated financial statements from the date that control

commences until the date that control ceases.
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Associates

Associates are those entities in which the Bank has significant inﬂuencc,_but not control, over the financial and
operating policies. The consolidated financial statements include the Bank's share of the total recognized gains and
losses of associates on an equity accounted basis, from the date that significant influence commences until the date
that significant influence ceases. When the Bank's share of losses exceeds its interest in an associate, the Bank's
carrying amount of investment is reduced to nil and recognition of further losses is discontinued except to the extent

that the Bank has incurred legal or constructive obligations or made payments on behalf of an associate.

The consolidated financial statements of the Bank consist of the Bank and its subsidiaries. Details of the Bank's

subsidiaries are as follows:

% Shareholding
June 30,2005 December 31,2004  June 30, 2004

Phethai Asset Management Co., Ltd. (“Phethai-AMC") 99.99 99.99 99.99
Ploy Assct Management Co., Ltd. ("Ploy-AMC") 99.99 99.99 99.99
Progress Land and Buildings Co., Ltd. ("PLB") ; 99.99 99.99 99.99
Kasikorn Factoring Co., Ltd. ("KF") 99.99 99.99 99.99
Kasikorn Research Center Co., Ltd. ("KRC") * 99.99 99.99 99.99
Kasikorn Leasing Co., Ltd. ("K-Leasing”) * 99.99 99.99 -

Kasikorn Securities Public Co., Ltd. ("K-Securities™) 99.91 99.91 -

Kasikorn Asset Management Co., Ltd. ("K-ASSET") 71.42 71.42 71.42

* The financial statements of KRC and K-Leasing are included in the consolidated financial statements since the

second quarter of 2005

Phethai Asset Management Company Limited, a company registered in the Kingdom of Thailand on September 24,
1999, was approved by the BoT on October 13, 1999 to also register as an asset management company under the
Ministerial Regulation (B.E. 2541) issued with regard to the provisions of thc Asset Management Company Act (B.E.
2541). The company is located at 252/6 Muang Thai - Phatra Office Tower 1, Floor 14, Ratchadaphisek Road,
Huaykwang, Bangkok and was cstablished with the objective of managing substandard assets transferred from the

Bank.

Ploy Asset Managemcn( Company Limited, a company registered in the Kingdom of Thailand on September 30, 1999,
was approved by the BoT on October 13, 1999 to register as an asset management company under the Ministerial
Regulation (B.E. 2541) issued with regard to the provisions of the Asset Management Company Act (B.E. 2541). The
company is located at 252/6 Muang Thai - Phatra Office Tower 1, Floor 5, Ratchadaphisek Road, Huaykwang,
Bangkok and was established with the objective of managing substandard assets purchased or transferred from Phatra
Thanakit Public Company Limited under the Memorandum of Understanding (MOU) between the Financial Institution
Development Fund (FIDF), the Bank and Phatra Thanakit Public Company Limited dated September 29, 1999. Under
this MOU, the management of substandard assets must be completed by December 31, 2004 and the resulting profit or
loss is thereafter to be shared among the aforementioned companies and the FIDF. On April 29, 2005, the company
paid profit sharing on assets revalued on December 31_, 2004, amounting to Baht 180 muilion and interest on such

profit, calculating from January 1, 2005 to April 28, 2005, amounting to Baht | million to FIDF, totalling Baht 181




Progress Land and Buildings Company Limited is a company which was registered in the Kingdom of Thailand on
November 18, 1999, and is located at 400/22 Kasikornbank Building, Floor 16, Phaholyothin Road, Samsennai,
Phayathai, Bangkok. The company was established to receive, manage and sell properties that have been foreciosed as

well as the premises of Phatra Thanakit Public Company Limited.

Kasikorn Factoring Company Limited is a company which was registered in the Kingdom of Thailand on July 9, 1590,
and is located at 252 Phatra Insurance Building, Floor 1, Ratchadapisek Road, Huaykwang, Bangkok. The company
was established to fumnish commercial financial services to businesses and provide service in the area of factoring,

finance leases, operating leases and hire purchase.

Kasikorn Research Center Company Limited is a company which was registered in the Kingdom of Thailand on
December 16, 1994, and is located at 400/22 Kasikornbank Building, Floor 9, Phaholyothin Road, Samsennai,
Phayathai, Bangkok. The company’s main businesses are thc Bank's supporter for the work of researches and public

relations.

Kasikorn Leasing Company Limited is a company which was registercd in the Kingdom of Thailand on December 24,
2004, and is located at 400/22 Kasikornbank Building, Floor 17, Phaholyothin Road, Samsennai, Phayathai, Bangkok.

The company's main businesses are the leasing and hire purchase businesses.

Kasikorn Securities Public Company Limited (formerly: "Asset Plus Securities Public Company Limited”) is a
company, which was registered in the Kingdom of Thailand on August 13, 1974, and is located at 400/22
Kasikornbank Building, Floor 19, Phaholyothin Road, Samsennai, Phayathai, Bangkok. The company's main
businesses are the securities business and investment banking. In December 2004, the Bank purchased 99.91% of the
ghares in this Company from Asia Plus Securitics Public Company Limited. This resulted in the company becoming a

subsidiary of the Bank and it is included in the consolidated financial statements since December 2004.

Kasikorn Asset Management Company Limited is a company which was registered in the Kingdom of Thailand on
March 18, 1992 and is located at 252/6 Muang Thai - Phatra Office Tower 1, Floor 30 - 32, office No. 252/38 - 4],

Ratchadaphisek Road, Huaykwang, Bangkok. The company's main businesses are assets and funds management.
Significant intra-group transactions between the Bank and its subsidiaries are eliminated on consolidation.

The consolidated financial statements exclude the financial statements of subsidiarics whose financial statements are
not material to the Bank. The financial position and results of operations of subsidiaries, which are not included in the
consolidated financial statements, are presented as supplementary information in the accompanying Note 7 to these

financial statements.

The consolidated and the Bank only financial statements include the accounts of all branches, domestic and outside

Thailand, and of the Bank's International Banking Facility. Interoffice transactions have been eliminated.
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SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

Cash and cash equivalents represent cash in hand and cash items in process of collection.
Recognition of Interest Income

Interest and discount income on loans are recognized on an accrual basis, except when interest payments are in arrears

for more than threc months when, regardless of collateral, the cash basis is adopted.
Income from hire-purchase agreements is recognized using the sum-of-the digits method.

In compliance with the BoT regulation, the Bank reverses accrued interest receivable on loans for which repayments

are more than 3 months in arrears.
The asset management subsidiaries recognize interest income on investments in receivables and loans on a cash basis.
Lease income of a subsidiary is recognized as follows:

Income under finance lease agreements is recognized on the basis of installment payments duc by using the

effective yield method, calculated from the balance of the net investment in each installment. When installment

payments are in arrears for more than six months, the cash basis is adopted.

Income under operating lease agreements is recognized on the basis of equal monthly installments, When
installment payments are in arrears for more than six months, the cash basis is adopted.

.

/s

Recognition of Interest Expense
Interest expense is recognized on an accrual basis.
Investments

Investments in debt instruments or marketable equity securities classified as trading investments are stated at fair

value. Unrealized gains or losses arising from their revaluation are reflected in the statement of income.

Investments in debt instruments or marketable equity securities classified as available-for-sale investments are stated at
fair value. Unrealized gains or losses arising from their revaluation are shown as a component of shareholders' equity

and realized in the statement of income upon disposal.

Investments in debt instruments classified as held-tc -maturity investments are stated at their amortized cost, after

deduction of any allowance for impainment.
Premiums and discounts arc amortized using the effective interest yicld method.

Investments in non-marketable equity securities that are not investments in subsidiaries or associated companics are

stated at cost, after deduction of allowance for impainment.
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Investments in the receivables are stated at acquisition cost after deducting of the allowance for impairment. When
debt restructuring is applied, the balance will be recorded as loan at the fair value, following the transfer of financial
asset accounting procedure. The difference between the book value and the fair value is recognized as gain or loss on

transfer of financial assets in the statements of income.

In the consolidated and the Bank only financial statements, investments in associated companies are accounted for
using the equity method, so as to incorporate the Bank's share of profit (loss) and net assets in these companies in the

financial statements.

In the Bank only financial statements, investments in subsidiaries are accounted for using the equity method, so as to

incorporate the Bank's share of profit (Joss) and net asscts in these companies in the financial statements.

An impairment review for investments is carried out when there is a factor indicating that an investment might be

impaired. Losses on impairment for all classifications of investments are charged to the statement of income.

Interest and dividend income from investments is recognized on an accrual basis. Gains or losses on sales of securities

are recognized in the statement of income upon disposal.
Interest income from investments in the receivables is recognized by using the cffective yield method.
Cost of investments sold is calculated by using the weighted average method.

Investments in marketable equity securities classified as trading investments and availablc-for-sale investments are

stated at fair value based on the last Stock Exchange of Thailand (SET) bid prices as of the end of the period.

Investments in marketable unit trusts classified as tracing investments and available-for-sale investments are stated at

fair value based on the net assets value as at the end of the period.

Investments in government securities and state enterprise sccurities guaranteed by the government, and classified as
trading investments or available-for-sale investments, are stated at fair value based on the Thai Bond Dealing Centre
Government Bond Yield Curve as of the end of the period. State enterprise securities not guaranteed by the
government and private debt instruments are stated at fair value based on bid prices from the Thai Bond Dealing
Centre as of the end of the period. If not available, the Government Bond Yield for the same period, adjusted by an

appropriate risk premium, is used.
Loans

Except in casce of loans cffected through overdraft agrecements, loans represent only principal amounts. Unearned

discounts received in advance arc presented as a reduction in loans.
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Allowance for Doubtful Accounts

Allowance for doubtful accounts is determined through methods based on the BoT's regulations, the Bank’s analysis of
each loan, and an appraisal of the financial standing of each borrower, taking into consideration the Bank's experience

in loan risk and collateral value,

In accordance with the rcgulali.ons of the BoT, the Bank and its asset management companies categorize their loan
portfolios into six categories and set minimum reserves based on these categories. The period that a loan is past due is
the principal criteria used in classifying a loan. Non-litigated or non-restructured doubtful loans require the set up of
an additional allowance by using the number of days past due (Note 8). Collateral value used in setting up allowance
for doubtful accounts depends on collateral type and appraisal period. Allowances for pass and special mention loans

are made based on the outstanding debt before deduction of collateral value.
Allowance for doubtful accounts is charged as an expense in cach accounting period.

Bad debts written off or recovered arc recorded as charges or credits, respectively, to the allowance for doubtful

accounts.
Troubled Debt Restructuring

The Bank and asset management subsidiaries record foreclosed assets acquired from troubled debt restructuring at fair
value up to the legal claim for the debt, including interest reccivable. Where restructuring a loan involves
modification of its terms, the present value of the expected future cash collections is calculated by using discount rates
equivalent to the market rates of interest at the time of restructuring. The difference between the present value of the
future cash flows expected to be received and the outstanding balances of investment in loans is recorded in the
revaluation allowance for debt restructuring.  This revaluation allowance for debt restructuring is amortized to the
statement of income according to the amounts received over the remaining period of the debt-restructuring contracts
except for restructured loans with high probability of default on their contractual obligations and agreement. In this
case the Bank will stop amortizing to the statement of income. The recognition in the statement of income occurs

when such nisk is eliminated.
Normatized Provisioning

The Bank has begun to set aside normalized provisions above the current level of allowance for doubtful accounts to
accommodate unforeseen losses. The Bank sets aside normalized provisions up to approximately 0.5 percent of all
normal and non-performing loans. Starting from the quarter ending June 30, 2002 normalized provisioning has been

gradually accuniulated on a quarterly basis and will continue until the target has been achieved.

Normalized provisioning is charged as an expense in each accounting period.
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Properties Foreclosed

Properties foreclosed are recorded at the lower of market value or the amount of the legal claim on the related debt,
including interest receivable. The market value is estimated by using the latest appraisal value after deduction of

estimated disposal expenscs and holding cost.

Losses on impairment are charged to the statement of income. Gains or losses on disposal of properties foreclosed are

recorded as other income or expenses upon disposal.
Premises and Equipment and Depreciation
Premises and equipment are stated at cost less accumulated depreciation and impairment losses.

- Revalued assets
Land and buildings revaluations are performed by independent professional appraisers according to the Bank of
Thailand’s criteria with sufficient regularity to ensure that the carrying amount of these assets does not differ

materially from that which would be determined using fair valucs at the balance sheet date.

When an asset's carrying amount is increased as a result of a revaluation, the increase is credited directly to equity
under the heading of revaluation surplus. However, a revaluation increase is recognized as income to the extent that it

reverses a revaluation decrease of the same asset previously recognized as an expense.

When an asset's carrying amount is decreascd as a result of a revaluation, the decrease is recognized as an expense.
However, a revaluation decrease is charged directly against any related revaluation surplus to the extent that the

decrease does not exceed the amount held in the revaluation surplus in respect of that same asset.

Upon disposal, any restated revaluation surplus is transferred directly from the revaluation reserve to retained

earnings.

- Leased assets

Leases in terms of which the subsidiaries substantially assume all the risk and rewards of ownership are classified as
finance leases. Equipment acquired by way of finance leases is capitalized at the lower of its fair value and the present
value of the minimum lease payments at the inception of the lcase, less accumulated depreciation and impairment
losses. Lease payments are apportioned between the: finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to the

statements of income.

- Subsequent expenditure

Subsequent cxpenditure relating to an item of property, plant and equipment is added to the carrying amount of the
asset when it is probable that the future economic benefits in excess of the originally assessed standard of performance
of the existing asset will flow to the Bank and its subsidiaries. All other subsequent expenditure is recognized as an

expense in the period in which it is incurred.
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- Depreciation

Depreciation is charged to the income statement over the estimated useful lives of each part of an item of premises and

equipment.

Depreciation on buildings acquired before July 1996 is computed using the declining-balance method. Depreciation

on buildings acquired after July 1996 and on equipment is computed using the straight-line method. The estimated

useful lives are as follows:

Buildings 50 years
Equipment 5-15 years
Gains or losses on disposal of premiscs and equipment are recorded as other income or expense upon disposal.
Intangible Assets
- Goodwill
Goodwill arising on acquisition represents the excess of the cost of acquisition over the fair value of the Bank's
share of the identifiable net assets acquired. Negative goodwill arising on acquisition represents the excess of the
fair value of the Bank's share of the identifiable net assets acquired over the cost of acquisition.
Goodwill and negative goodwill are stated at cost less accumulated amortization and impairment losses. Goodwill

and negative goodwill arising on acquisition of shares in subsidiaries and associates in the Company's separate
financial statements are included in investments.

- Other intangible assets
Other intangible assets are stated at cost less accumulated amortization and impairment losses.

- Amortization
Amortization is charged to the income statement on a straight-line basis over the estimated useful lives of intangible
assets unless such lives are indefinite. Intangible assets with an indefinite useful life are systematically tested for

impairment at each balance sheet date. Goodwill, negative goodwill and other intangible assets are amortized from

the date they are available for use. The estimated useful lives are as follows:

Goodwill 10 years
Lcasehold rights Over the lease periods
Software licenses 5-10 years

Deferred underwriting licensc fee and deferred stock exchange membership fee S years

Income Tax

Current tax is the expected tax payable on the taxable income for the year, using tax ratcs enacted or substantially

enacted at the balance shect date.
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Translation of Forcign Currencies

Assets, liabilities and forward contracts denominated in foreign currencies arc translated into Baht at the rates of
exchange prevailing on the dates of the transactions. Assets, liabilitics and forward contracts denominated in foreign

currencics at the end of the year are translated into Baht at the reference rates announced by (he BoT on that date.

Exchange gains or losses on translation and on transactions in foreign currencies are included in revenues and

expenses for the period.
Derivatives
Forward Exchange Contracts

For hedging transactions, the difference between the forward rate and the spot rate on the date of entering into a

forward exchange contract is amortized to the statement of income over the period of the contract.

Trading transactions are carried at fair value using the Mark-to-Market approach. Gains or losses resulting from

changes in fair values are included in revenues and expenses for the period.
Cross Currency Swaps and Interest Rate Swaps

The accounting for these derivative transactions depends on their purpose:

Hedging of the Bank’s Exposure to Financial Risks

Derivative contracts are recorded off-balance sheet. Revenues, expenses and gains or losses resulting from
changes in the fair values of contracts are recognized in accordance with the standard accounting treatment for

revenues, expenscs, gains or losses on underlying assets, liabilities or other financial obligations as follows:

Where gains or losses on the underlying transactions are recorded based on fair value, losses or gains on
derivative transactions used as the hedge are recognized based on fair value throughout the corresponding

hedging period.

Where gains or losses on the underlying transactions are recorded on an accrual basis, losses or gains on

derivative transactions uscd as a hedge are also recognized on an accrual basis over the period of the contracts.
Trading

Mark-lo-market accounting is applied to trading transactions. Hence, traded derivative transactions are carried at
their fair values. Gains or losses resulting from changes in fair values are recognized in the incoine statement and

included as part of gain on exchange,

Staff Retirement Fund

Staff members are entitled to retirement pay upon termination of employment depending upon length of service and

other conditions. It is management’s policy to conlribute an appropriate amount to the Fund each period.
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Provident Fund

The Bank established a provident fund under the Provident Fund Act (B.E. 2530), and registered this Fund with the

Ministry of Finance on August 16, 1994.

According to the Fund's Articles, every employee is entitled to apply for membership, and each member must
contribute to the Fund at the rate of 3% of their basic salary, while the Bank contributes an additional 3.0 - 4.5%.
Upon termination of employment, employees are entitled to receive this benefit except when terminated “without

compensation”.
Basic Earnings per Share

Basic earnings per share is computed by dividing net income by the weighted average number of ordinary shares in

issue during the period.

There is no diluting effect on earnings per share that might result from an assumed exercise of warrants.

Use of Accounting Estimates

In order to prepare financial statements in conformity with generally accepted accounting standards in Thailand,
management needs to make estimates and set assumptions that affect income, expenditure, assets and liabilities in
order to disclose information on the valuation of assets, liabilities and contingent liabilities. Actual outcomes may,

therefore, differ from the estimates used.

The estimates and underlying assumptions used in the preparation of these financial statements are reviewed on an
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the revision affects both current

and future periods.
SUPPLEMENTARY INFORMATION
Non-cash items are as follows:

The Bank and its subsidiaries have provided for a revaluation surplus (deficit) on investments and have presented it as
a change in shareholders' equity for each of the six-month periods ended June 30, as follows:

(Million Baht)
Consolidated and The Bank
2005 2004
Revaluation deficit on investments (189) (1,266)
For each of the six-month periods ended June 30, 2005 and 2004, the Bank recognized the realized portion of the
appraised surplus on asset revaluation amounting to Baht 75 million and Baht 50 million, respectively, by transferring

these amounts to retained earnings from appraisal'surplus on asset revaluation.



For each of the six-month periods ended June 30, 2005 and 2004, the Bank and its subsidiaries received foreclosed
properties arising from debt settlement amounting to Baht 506 million and Baht 723 miilion, respectively on a

consolidated basis and Baht 343 million and Baht 566 million, respectively for the Bank only.

For each of the six-month periods ended June 30, 2005 and 2004, the Bank transferred sub-quality assets to Thai
Assets Management Corporation (TAMC) amounting to Baht 10 million and Baht 37 million, respectively and in
return received non-transferable promissory notes from TAMC, which have been included in investments in held-to-

maturity debt instruments (Note 7).
5 INTERBANK AND MONEY MARKET ITEMS (ASSETS)

Interbank and money market items {assets) consisted of:
(Miilion Baht)
Consolidated

June 30, 2005 December 31, 2004

At call Term Total Atcall Term Total
1. Domestic
The BoT and FIDF 2,058 - 2,058 1,961 - 1,961
Commercial banks 4,668 3,158 7,826 760 - 760
Other banks 4 - 4 4 - 4
Finance, securities and
credit foncier companies 181 98 279 240 - 240
Others _— —770 770 = 400 400
Total Domestic 6,911 4,026 10,937 2,965 400 3,365
Add Accrued interest receivables - 3 3 - - -
Less Allowance for doubtful accounts (40} (40) (80) _M @ _(n
Total 6.871 3.989 10.860 2.958 396 3.354
2. Foreign |
US Dollar 5,795 67,366 73,161 3,197 68,938 72,135
Japanese Yen 41 - 4] 29 - 29
Other currencies 218 - _.218 735 1 736
Total Foreign 6,054 67,366 73,420 3,961 68,939 72,900
Less Allowance for doubtful accounts (6) - (6) - _4 - (6]
Total 6.048 67,366 73414 3,957 68.939 12,896

Total Domestic and Foreign 12,919 71.355 84,274 6,915 -69,335 76,250
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(Million Baht)

The Bank
June 30, 2005 : December 31, 2004
Atcall Term Total Atcall Term Total
Domestic
The BoT and FIDF i 2,058 - 2,058 1,961 - 1,961
Commercial banks 4,678 3,158 7,836 694 - 694
Other banks 4 - 4 4 - 4
Finance, securities and
credit foncier companies 181 98 279 240 - 240
Others - 770 770 - 400 _ 400
Total Domestic 6,921 4,026 10,947 2,899 400 3,299
Add Accrued interest receivables - 3 3 - - -
Less Allowance for doubtful accounts (40) (40) (80) D () _an
Total 6.881 3.989 10,870 2.892 396 3.288
Foreign
US Dollar 5,795 67,366 73,161 3,197 68,938 72,135
Japanese Yen 4] - 41 29 - 29
Other currencies 218 - 218 135 1 __736
Total Foreign 6,054 67,366 73,420 3,961 68,939 72,900
Less Allowance for doubtful accounts (6) - (6) (4) - (4)
Total 6,048 07,366 73414 3.957 68,939 72.896
Total Domestic and Foreign 12,929 71,355 84 6,849 69,335 26,184
SECURITIES PURCHASED UNDER RESALE AGREEMENTS

Securities purchased under resale agreements consisted of:
(Million Baht)
Consolidated and The Bank

June 30,2005  December 31, 2004
Government Bonds and BoT Bonds 12,400 18,195

State enterprise Bonds -

Total 12,400

£k




7 INVESTMENTS
Investments consisted of:

(Million Baht)
Consolidated
June 30, 2005
Cost Value/
Amortized Cost Value Unrealized Gain Unrealized Loss Fair Value

1. Current Investments

1.1 Trading investiments

1.1.1 Government and state enterprise

securities 2,068 1 2) 2,067
Less Allowance for revaluation M -
Total 2.067 2,067
1.2 Available-for-sale investments
1.2.1 Government and state enterprise
securitics 14,111 143 (45) 14,209
1.2.2 Private enterprise debt instruments 860 3 2) 861
1.2.3 Foreign debt instruments 7,528 8 (2) 7,534
1.2.4 Marketable cquity securitics - domestic 1,224 322 (565) 981
1.2.5 Others 50 - _(24) _ 26
Total 23,773 476 (638) 23,611
Add Allowance for revaluation 393 -
Less Allowance for impairment (555) o
Total 23,611 23611
1.3 Held-to-maturity debt instruments
1.3.1 Government and state enterprises
securities 13,475 106 3) 13,578
1.3.2 Privale enterprises debt instruments 30 - 3) 27
1.3.3 Foreign debt instruments 5.075 - (30) 5,045
Total 18,580 106 (36) 18,650
Less Allowance for impairment N )] -
Total 18,577 18,650
Total Current Investments - net 44,255 44,328




2. Long-term Investments

2.1 Available-for-sale investments
2.1.1 Government and state enterprise
securities
2.1.2 Private enterprise debt instruments
2.1.3 Foreign debt instruments
2.1.4 Marketable equity sccurities
- domestic
2.1.5 Others
Total
Add Alowance for revaluation
Total
2.2 Held-to-maturity debt instruments
2.2.1 Government and state enterprises
securities
2.2.2 Private enterprises debt instruments
2.2.3 Foreign debt instruments
Total
Less Allowance for impairment
Total
2.3 General investments
2.3.1 Non-markctable equity securities
-domestic
2.3.2 Non-marketable equity securitics
-overseas
2.3.3 Investments in receivables
Total
Less Allowance for impairment

Total

Total Long-term Investments - net

Cost Value/

Amortized Cost Value

16,839
1,611
17,046

135

(Million Baht)
Consolidated

s June 30, 2005

Unrealized Gain Unrealized Loss Fair Value
147 9N 16,895
4 ' (13) 1,602
170 37 17,179
190 - 325
- - 45
511 (141) 36,046
36,046

118 (494) 11,664
- (784) 208
_6 __ (81 _8.116
124 (1,361) 19,988
19,988

- a71) 2,182

- (323) 96
—_— (96} 4,608
- (1,190) 6,386
.6.886

62,920




(Million Baht)
Consolidated

December 31, 2004

Cost Value/
Amortized Cost Value Unrealized Gain Unrealized [ oss Fair Value
1. Current Investments
1.1 Trading investments
1.1.1 Government and state enterprise
securities 1,312 3 - 1,315
Add Allowance for revaluation _3 -
Total 1,315 1315
1.2 Available-for-sale investiments
1.2.1 Government and state enterprise 14,409 113 (210) 14,312
securities
1.2.2 Private enterprise debt instruments 324 - (3) 321
1.2.3 Foreign debt instruments 9,458 » 12 (N 9,469
1.2.4 Marketable equity securities - domestic 1,055 565 (572) 1,048
1.2.5 Others _100 - _(48) .2
Total 25,346 650 (834) 25,202
Add Allowance for revaluation 462 -
Less Allowance for impairment 606 -
Total 25,202 25202
1.3 Held-to-maturity debt instruments
1.3.1 Government and state enterprises
securities 4,624 12 (1 4,635
1.3.2 Private enterprises debt instruments 4 - (4) -
1.3.3 Foreign debt instruments 2210 o 37 2,173
Total 6,838 12 (42) 6,808
Less Allowance for impairment 1)) -
Total _6.808 ’ _6,808
Total Current Investments - net 33,325 33,325




2. Long-term Investments
2.1 Available-for-sale investments
2.1.1 Government and state enterprise
securities
2.1.2 Private enterprise debt instruments
2.1.3 Foreign debt instruments
2.1.4 Marketable equity securities
- domestic
2.1.5 Others
Total
Add Allowance for revaluation
Total
2.2 Held-to-maturity debt instruments
2.2.1 Government and state enterprises
securities
2.2.2 Private enterprises debt instruments
2.2.3 Foreign debt instruments
Total
Less Allowance for impairment
Total
2.3 General investments
2.3.1 Non-marketable equity securities
-domestic
2.3.2 Non-marketable equity securities
-overseas

2.3.3 Investments in receivables

Total

Less Allowance for impairment
Total

Total Long-term Investments - net

Cost Value/

Amortized Cost Value

21,791
2,522
14,643

Unrealized Gain

(Million Baht)

Consolidated

December 31, 2004

Unrealized Loss Fair Value
210 (119) 21,882
9 3n 2,500
105 (35) 14,713
353 m 599
_1 - 60
678 (186) 39,754
39,754
359 (488) 21,669
- (787) 274
_19 _(84) 11,36
378 (1,359) 33,306
33,306
- (813) 2,044
- (323) 96
L 1,984 1372
- (3,120) 3,512
3512




1. Current Investments
1.1 Trading investments
1.1.1 Governinent and state enterprises
securities
Less Allowance for revaluation
Total
1.2 Available-for-sale investments
1.2.1 Government and state enterprises
securities
1.2.2 Private enterprises debt instruments

1.2.3 Foreign debt instruments

1.2.4 Marketable equity securities - domestic

1.2.5 Others
Total
Add Allowance for revaluation
Less Allowance for impairment
Total
1.3 Held-to-maturity debt instruments
1.3.1 Government and state enterprises
securities
1.3.2 Private enterprises debt instruments
1.3.3 Foreign debt instruments
Total
Less Allowance for impairment
Total

Total Current Investments - net

(Million Baht)

The Bank
June 30, 2005
Cost Value/

Amortized Cost Valueg  Unrealized Gain Unrealized Loss Fair Value
2,068 1 2) 2,067
1 —_
2,067 2,067
14,111 143 (45) 14,209

860 3 ) 861
7,528 8 (2) 7,534
1,224 322 (565) 981
50 - ez)] 26
23,773 476 (638) 23,611

393 -

—(555) _-
23,611 23611
12,446 106 (2) 12,550
30 B} (3 27
5075 - (30) 5,045
17,551 106 (35) 17,622
3 -
17,548 17,622
43,226 43,300




(Million Baht)

The Bank
June 30, 2005
Cost Value/
Amortized Cost Value Unrealized Gain Unrealized Loss Fair Value
2. Long-term Investments
2.1 Available-for-sale investments
2.1.1 Government and state enterprises
securities 16,839 147 ©) 16,895
2.1.2 Private enterprises debt instruments 1,611 4 (13) 1,602
2.1.3 Foreign debt instruments 17,046 170 37 17,179
2.1.4 Marketable equity securities 325
- domestic 135 190 -
2.1.5 Others 45 - - 45
Total 35,676 511 (141) 36,046
Add Allowance for revaluation 370 -
Total 36,046 36,046
2.2 Held-to-maturity debt instruments
2.2.1 Government and state enterprises
securities 11,971 117 (494) 11,594
2.2.2 Private enterprises debt instruments 992 - (784) 208
2.2.3 Foreign debt instruments 8193 _6 _(83) _8.116
Total 21,156 123 (1,361) 19,918
Less Allowance for impairment (1,232) -
Total 19,924 19918
2.3 General investments
2.3.1 Non-marketable equity securities
-domestic 2,914 - (756) 2,158
2.3.2 Non-marketable equity securities
-overseas 419 - (323) 96
2.3.3 Investments in receivables 2.970 s 21 2,949
Total 6,303 - (1,100) 5,203
Less Allowance for impairment 1,100 N
Total 5,203 5,203
Total Long-term Investments - net A1,173 61,167




1. Current Investments
1.1 Trading i-nvestmcms
1.1.1 Government and state enterprises
securities
Add Allowance for revaluation
Total
1.2 Available-for-sale investments
1.2.1 Governmenl and state enterprises
securities
1.2.2 Private enterprises debt instruments
1.2.3 Foreign debt instruments
1.2.4 Marketable equity securities - domestic
1.2.5 Others
Total
Add Allowance for revaluation
Less Allowance for impairment
Total
1.3 Held-to-maturity debt instruments
1.3.1 Government and state enterprises
securities
1.3.2 Private enterprises debt instruments
1.3.3 Foreign debt instruments
Total
Less Allowance for impairment
Total

Total Current Investments - net

(Million Baht)

The Bank
December 31, 2004

Cost Value/
Amortized Cost Value Unrealized Gain

1,312 3

—
-—L
N

14,409 o113
324 -
9,458 12
1,055 565
100 -
25,346 690

Unrealized Loss

(210)
3)
M

(5372)

{48)

(834)

)
37
(41

Fair Value

14,312
321
9,469
1,048
.32
25,202




(Million Baht)

The Bank
December 31, 2004

Cost Value/
Amortized Cost Value Unrealized Gain Unrealized Loss Fair Value

2. Long-term Investments

2.1 Available-for-sale investments

2.1.1 Government and statle enterprises

securities 21,791 210 (119) 21,882
2.1.2 Private enterprises debt ingtruments 2,522 9 3D 2,500
2.1.3 Foreign debt instruments 14,643 105 (35) 14,713

2.1.4 Marketable equity securities

- domestic 136 277 - 413

2.1.5 Others 39 - — __ 60
Total 39,151 602 (183) 39,568
Add Allowance for revaluation _ 417 -
Total _39.568 39,568

2.2 Held-to-maturity debt instruments

2.2.1 Government and state enterprises

securities 21,727 358 (488) 21,597
2.2.2 Private enterprises debt instruments 1,061 - (787) 274
2.2.3 Foreign debt instruments 11428 _19 _(84) 11,363

Total 34,216 377 (1,359) 33,234
Less Allowance for impairment (1,205) -

Total 33,011 234

2.3 General investments
2.3.1 Non-marketable equity securities
~domestic 2,819 - (798) 2,021

2.3.2 Non-marketable equity securities

-overseas 419 - 323 __ 96

Total 3,238 - (azn 2,117
Less Allowance for impairment 1,121 - .

Total 2117 2117

Total Long-tenn Investments - net
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As of June 30, 2005 and December 31, 2004, investments in held-to-maturity debt instruments, which are government
or state enterprise securities, included promissory notes from TAMC of Baht 5,978 million and Baht 3,668 million,
respectively, and the right to receive promissory notes from TAMC of Baht 12 million and Baht 2,658 million,

respectively.

Gain (loss) on investments presented in the statement of income consisted of:
(Million Baht)

Consolidated The Bank

For each of the Three-Month Periods  For each of the Three-Month Periods

Ended June 30 Ended June 30
2005 2004 2005 2004
Gain on disposal of investments
Held for trading investments 49 7 49 7
Available-for-sale investments 112 175 - 112 175
Held-to-maturity debt 1 - 1 -
General investments - 2 - 2
Investments in receivables i _2 - -
Total 162 186 162 184
Loss on disposal of investments
Held for trading investments 4) 47 4) 47)
Available-for-sale investments (93) (137) (93) (137)
General investments (21 - _2n -
Total (118) (184) (118) (184)
Loss from revaluation @n (51) @n €1))]
(Loss) reversal on impairment
Investments in securities 179 (178) 179 (128)
Investments in receivables 22y - 22) -
Total 157 (178) 157 128
Total Gain{Loss) on Investments 180 (227) 180 (179)



(Million Baht)
Consolidated The Bank

For each of the Six-Month Periods For each of the Six-Month Periods

Ended June 30 ' Ended June 30
2005 2004 2005 2004
Gain on disposal of investments
Held for trading investments 60 50 60 50
Available-for-sale investments 246 851 150 851
Held-to-maturity debt 1 2 1 2
General investments 11 5 11 5
Investments in receivables - 12 — o
Total 318 920 222 908
Loss on disposal of investments
Held for trading investments (6) @7n - 6) (CY))
Available-for-sale investments (121) (153) (121) (153)
General investiments 21 - Qn -
Total (148) 200 (148) 200
Loss from revaluation (18) (49) (18) (49)
(Loss) reversal on impairment
Investments in securities 178 30 178 6
Investments in receivables 22) (50) 22) -
Total 156 (20) 156 _6
Total Gain on Investments 308 651 212 665

Revaluation surplus on investments consisted of:
(Million Baht)
Consolidated ) The Bank

June 30, 2005 December 31, 2004 June 30, 2005 December 31, 2004

Revaluation surplus on investiments
Debt instruments 285 49 285 49
Equity sccurities 477 903 477 829
Share of revaluation surplus in subsidiaries and

associated companies using the equity method - v -

2

1

Total 162
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A maturity analysis for debt instruments resulted in the following:

(Million Baht)
Consolidated
June 30, 2005 December 31, 2004
Maturity Maturity
Over Over
1 yearto 3 Over 5 1 yearto 5 Over5
1 year years years Total 1year years years Total
1. Availuble-for-sale investments
1.1 Government and state
enterprise securities 7,538 18,677 4,735 30,950 5,524 25,164 5,512 36,200
1.2 Private enterprise debt
instruments 821 1,650 - 2,471 287 2,559 - 2,846
1.3 Foreign debt instruments 7,528 11,184 5,862 24,574 9,458 10,809 3,834 24,101
Total 15,887 31,511 10,597 57,995 15,269 38,532 9,346 63,147
Add(Less) Allowance for
revaluation 27 162 96 285 19 126 (95) 50
Total 15914 31,673 10,693 58,280 15,288 38,658 9251 63,197
2. Held-lo-maturity debt
Instruments
2.1 Government and state
enterprise securities 13,475 6,049 5,991 25,515 4,624 15,472 6,326 26,422
2.2 Private enterprise debt
instruments 30 209 783 1,022 4 278 783 1,065
2.3 Foreign debt instruments 5.075 8,193 - 13,268 2210 11,428 - 13,638
Total 18,580 14,451 6,774 39,805 6,838 27,178 7,109 41,125
Less Allowance for impairment (3) - (1,232 (1235) (30) - (1,205) 1,235
Total 18,577 14,451 5,542 38570 6,808 27,178 5,904 39,890

Total Debt Instruments 34,491 46,124 16,235 96,850 22,096 65836 15,155 103,087




1. Available-for-sale investiments

1.1 Government and state
enterprise securities
1.2 Private enterprise debt
instruments
1.3 Foreign debt instruments
Tolal
Add(Less)Allowance for

revaluation

Total
2. Held-to-maturity debt
instruments
2.1 Government and state
enterprise securities
2.2 Private enterprise debt
instruments
2.3 Foreign debt instruments
Total
Less Allowance for impairment
Total

Total Debt Instruments

(Million Baht)

The Bank
June 30, 2005 December 31, 2004
Maturi{v Maturity
Qver Over

1 year to 3 Over5 lyearto$ Over §
| year years years Total 1 year years years Total
7,538 18,677 4,735 30,950 5,524 25,164 5,512 36,200
821 1,650 - 2,471 287 2,559 - 2,846
7.528 11,184 5,862 24,574 9.458 10,809 3.834 24,101
15,887 31,511 10,597 57,995 15,269 38,532 9,346 63,147
27 162 96 285 19 126 (95) 50
15914 31,673 10,693 58,280 15,288 38,658 9,251 63,197
12,446 5,980 5,991 24417 2,957 15,401 6,326 24,684
30 209 783 1,022 4 278 783 1,065
5,075 8,193 - 13,268 2,210 11428 - 13,638
17,551 14,382 6,774 38,707 5,171 27,107 7,109 39,387
(3) - (1,232)  (1.233) (30 - (1,205)  (1,233)
17,548 14,382 5,542 37472 5,141 27,107 5,904 38,152
33,462 46,055 16,235 95,752 20,429 65,765 15,155 101,349




Investments held by the Bank and its subsidiarif;s in financial institutions that were closed on December 8, 1997, or
investments in listed companies which meet SET's criteria for delisting, and are in default on debt instruments, or
companies whose ability to continue as a going concern is uncertain, or unlisted companies whose financial position
and operating results are the same as companies which ‘mcet SET's criteria for delisting or investments in receivables

with uncertainty in settlement or in default, were as follows:

(Million Baht)
Consolidated
June 30, 2005
Cost Value / Book Value Féir Value
Investments Equity Debt Investments  Equity Debt  Allowance for

In Receivables  Securities Instruments In Receivables Securities Instruments Impairment

1. Closed financial institutions - 1 131 - - - (132)
2. Listed companies which meet

SET's criteria for delisting, and

are in default on debt instruments 3 93 200 3 6 - (286)
3. Companies whose ability to

continue as a going concern is

uncertain, or unlisted companies

whose financial position and

operating results are the same as

companies which meet

SET's criteria for delisting 3 932 491 2 2 37 (1,383)
4. Investment in receivables with

uncertainty in settlement

or in default 3,530 - - 3,435 - .:_ __{95)
Total 3,536 1,02 822 3.440 g k¥ 1,896




(Millicn Baht)
Consolidated

December 31, 2004

Cost Value / Book Value Fair Value

Investments Equity Debt Investments Equity Debt  Allowance for

In Receivables  Securities Instruments In Receivables Securities Instruments Impairment

1. Closed financial institutions - 1 131 - - - (132)
2. Listed companies which meet

SET's criteria for delisting, and

arc in default on debt instruments - 121 200 - 14 - (309)
3. Companies whose ability to

continue as 4 going concern is

uncertain, or unlisted companies

whose financial position and

operating results are the same as

companies which meet

SET's criteria for delisting - 967 452 - 2 - (1,417)
4. Investment in receivables with

uncertainty in settlement

or in default 3,356 - - 1,372 - - (1,984)

Total 3,356 1,089 783 1,372 o - 3,842



1. Closed financial institutions

2. Listed companies which meet
SET's criteria for delisting, and
are in default on debt instruments

3. Companies whose ability to
continue as a going concern is
uncertain, or unlisted companies
whose financial position and
operating results are the same as
companies which meet
SET's criteria for delisting

4, Investment in receivables with
uncertainty in settlement
or in default

Total

(Million Baht)

The Bank
June 30, 2005
Cost Value / Book Value Fair Value
Investments Equity Debt Investments Equity

In Receivables

Securities Instruments In Receivables Securilies

- 1 131 -
3 93 200 3
3 932 491 2
1,795 - - 1,774
1,801 1,026 822 1,779

Debt  Allowance for

Instruments Impairment

- (i32)

- (286)

37 (1,383)



(Million Baht)

The Bank
December 31, 2004
Cost Value / Book Value - Fair Value
Equity Debt Equity Debt Allowance for

Securities Instruments Securities Insruments  Lmpairment

1. Closed financial institutions 1 131 - - (132)
2. Listed companics which meet

SET's criteria for delisting, and

are in default on debt instruments 121 200 14 - (309)
3. Companies whose ability to

continue as a going concern Is

uncertain, or unlisted companies

whose financial position and

operating results are the same as

companies which meet

|
)
S
)
]
§ey
I~

SET'’s criteria for delisting

E
|
|
:

Total
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The recording of investments in subsidiaries and associated companies using the equity method in the financial
statements is based on financial information obtained from audited or reviewed financial statements and from

management information that has not been audited or reviewed by the auditors.

Investments held by the Bank and its subsidiaries, that comprised more than 10% of those companies’ shares and were
not investments in subsidiaries and associated companies, classified by industry were as follows:

(Million Baht)
Consolidated The Bank
June 30, 2005 December 31, 2004 June 30,2005  December 31, 2004

Agricultural and mining 48 48 - -
Manufacturing and commerce ) 254 277 254 277
Property development and construction 1,309 1,153 1,309 1,153
Infrastructure and services 28 6 23 !
Others 330 394 330 394
Total 1,969 1,878 1916 1,825

The financial position and results of operations of the Bank’s subsidiaries in the consolidated financial statements based on the

audited financial statements are set out below:

Phethai Asset Management Company Limited

Condensed Balance Sheets

(Audited)
Million Baht
June 30, 2005 December 31, 2004
ASSETS
Cash and deposits at financial institution 62 161
Long-term investments - net 50 50
Investments in receivables - net 5,653 4,981
Loans, receivables and accrued interest receivables - net 4,417 4,508
Properties foreclosed - net 4,426 1,124
Equipment - net 5 6
Other assets - net 550 402
Total Assets . 15,163 11,232
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Borrowings from financial institution . 11,340 7,440
Other liabilities 73 133
Shareholders’ Equity _3.750 3,659

Total Liabilities and Shareholders’ Equity 15,163 11,232




Phethai Asset Management Company Limited

Condensed Statements of Income

Million Baht
For Each of the Three-Month Periods For Each of the Six-Month Periods
Ended June 30 Ended June 30,
2005 2004 2005 2004
(Unaudited) (Audited)
(Reviewed)
Interest and dividend income 113 129 240 319
Interest expense 29 26 49 54
Net income from interest and dividend 84 103 191 265
(Reversal) bad debt and doubtful accounts an 45 (22) (108)
Loss on debt restructuring 78 286 195 454
Income (expense) from interest and dividend
after (reversal) bad debt and doubtful
accounts and loss on debt restructuring 23 (228) 18 (81)
Non-interest income 176 241 245 534
Non-interest expense 126 _39 171 _l66
Net profit (loss) 13 _26) _92 _282
Basic earnings (loss) per share (Baht) 012 0.04 0.15 048



Phethai Asset Management Company Limited
Statements of Cash Flows

For Each of the Six-Month Periods Ended June 30, 2005 and 2004

(Audited)
Million Baht
2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Net profit - 92 287
Add (less) Adjustments to reconcile net profit to net cash
from operating activities
Gain on transfer of financial assets (175) (495)
Loss on impairment of investments in receivables 78 18
Reversal of bad debt and doubtful accounts (22) (108)
Loss on debt restructuring 195 454
Interest income from amortization of revaluation allowance for debt restructuring (85) (192)
Depreciation and amortization 4 3
Loss on impairment of properties foreclosed 90 25
Loss on impairment of assets to be transferred - 38
Reversal of loss on impairment of other assets @1 (36)
Increase(decrease) in accrued interest payables 9 (4)
Decrease in accrued expenses (16) (8
Net profit (loss) from operations before changes in operating assets and liabilities 149 (14)
(Increase) decrease in operating assets
Investments in receivables 43 119
Loans and receivables 603 1,912
Properties foreclosed ‘ (1,960) 46
Other assets { 140 11
(Decrease) increase in operating liabilities
Other liabilities _(54) 9

Net Cash (Used in) Provided by Operating Activities (1,079) 2,083

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of equipment - _
_m

Net Cash Used in Investing Activities o



Phethai Asset Management Cbmpany Limited
Statements of Cash Flows (Continued)

For Each of the Six-Month Periods Ended June 30, 2005 and 2004

(Audiled)
Mitlion Baht
2005 2004
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received of borrowings from financial institutions 980 -
Cash paid for repayment of borrowings from financial institutions - 2,135
Net Cash Provided by (Used in) Financing Activities 980 (2,135)
Net decrease in cash and cash equivalents (99) (53)
Cash and cash equivalents at the beginning of the periods 161 112
Cash and cash equivalents at the end of the periods 62 __59

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the periods

Interest expense 40 58




Ploy Asset Management Company Limited
(During Liquidation)

Condensed Balance Sheets

(Audited)
Million Baht
June 30, 2005 December 31, 2004
(Restated)
ASSETS
Cash and deposits al financial institutions 15 23
Promissory note to related company 2,920 -
Long-term investments — net - 185
Investments in receivables — net - 1,372
Loans, receivables and accrued interest receivables — net - 4,013
Properties foreclosed — net ' - 2,973
Leasehold improvement and equipment — net - 1
Other assets - net 5 _ 8
Total Assets 2,940 8,654
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Borrowings from financial institutions - 5,665
Other liabilities 3 198
Shareholders' Equity 2,937 2,791

Total Liabilities and Shareholders' Equity 2,940 8,654




Ploy Asset Management Company Limited
(During Liquidation)

Condensed Statements of Income

Million Baht

For Each of the Three-Month_Periods

Ended June 30,
2005 2004
(Unaudited)
(Reviewed)
Interest and dividend income 8 203
Interest expense 1 17
Net income from interest and dividend 7 186
Reversal of bad debt and doubtful accounts ) (527)
Loss on debt restructuring - | 259
Net income from interest and dividend
after reversal of bad debt and doubtful
accounts and loss on debt restructuring 8 454
Non-interest (expense) income - (492)
Non-interest expense 156 _40
Net (loss) profit _164 _(78)
Basic (loss) earnings per share (Baht) _0.33 0.16

For Each of the Six-Month Periods

Ended June 30,

2005

2004

(Audited)

145
(436)

[ (o
E B




Ploy Asset Management Company Limited
(During Liquidation)
Statenients of Cash Flows

For Each of the Six-Month Periods Ended June 30, 2005 and 2004

(Audited)
Million Baht
_ 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Net profit (loss) 221 (357)
Add (less) Adjustments to reconcile net profit {loss) to net cash
{rom operating activities
Gain on investments in securities (96) (23)
Loss on transfer of financial assets - 436
Loss on impairment of investments in receivables _ - 50
Reversal of bad debt and doubtful accounts (182) (533)
Loss on debt restructuring 199 807
Interest income from amortization of revaluation allowance for debt restructuring (159) (330)
Depreciation and amortization 1 1
Loss on impairment of properties foreclosed 1 25
Reversal of loss on impairment of other assets - 2
Loss from written-off prepaid withholding tax 3 -
Increase in accrued interest receivables (%) -
Decrease in accrued interest payables (5) )
Decrease in accrued expenses )] _4
Net (loss) profit from operations before changes in operating
assets and liabilities (30) 73
(Increase) decrease in operating assets
Investments in receivables 2 5
Loans and receivables 219 1,028
Properties foreclosed 2,183 12
Prepaid income tax 1 10
Other assets 49 (4)
Decrease in operating liabilities
FIDF payable (182) -
Deferred income - (6

Other liabilities § (5) (2)
Net Cash Provided by Operating Activities 2235 116



Ploy Asset Management Company Limited
(During Liquidation)
Statements of Cash Flows (Continued)

For Each of the Six-Month Pcriods_ Ended June 30, 2005 and 2004

(Audited)
Million Baht
2005 2004
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of long-term investments 209 116
Purchases of long-term investments (2 _
Net Cash Provided by Investing Activities 207 113
CASH FLOWS FROM FINANCING ACTIVITIES
Cash paid for repayment of borrowing from financial institutions (2,450) (1.270)
Net Cash Used in Financing Activities (2.450) 1,270
Net decrease in cash and cash equivalents (8) 39
Cash and cash equivalents at the beginning of the periods 23 __84
Cash and cash equivalents at the end of the periods 15 __ 43
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the periods
Interest expense 17 37

Income tax




Progress Land and Buildings Company Limited

Condcnsed Balance Sheets

Million Baht
June 30, 2005 December 31, 2004
(Unaudited) (Audited)
(Reviewed)
ASSETS
Cash and deposits at financial institutions 66 109
Investments — net - 358
Other current assets 6 7
Properties foreclosed — net 509 565
Premises and equipment — net 341 347
Total Assets 922 1,386
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities 10 11
Shareholders' equity 912 1375
Total Liabilities and Shareholders’ Equity 922 1,386

Progress Land and Buildings Company Limited
Condensed Statements of Income
(Unaudited)

(Reviewed)

Million Baht

For Each of the Three-Month Periods For Each of the Six-Month Periods

Ended Jupe 30 . Ended June 30
2005 2004 2005 2004
Revenues 22 10 26 18
Expense 24 11 _25 1
Net profit (loss) _ _( " _19
Earnings (loss) per share (Baht) (0.10) (0.03) 0.05 0.96




Kasikorn Factoring Company Limited

Condensed Balance Sheets

Million Baht
June 30, 2005 December 31, 2004
(Unaudited) (Audited)
(Reviewed)
ASSETS
Current Assets
Cash and deposits at financial institutions 61 103
Factoring receivables — net 2,353 2,708
Current portion of finance lease receivables — net 85 107
Current portion of installation receivables — net 20 16
Other current assets . 21 16
Non-Current Assets
Factoring receivables due over one year 117 93
Finance lease reccivables — net 65 87
Instaliment receivables — net 27 34
Other non-current assets _ 14 16
Total Assets 2,763 3,182
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Short-term loans from financial institutions 1,970 1,700
Accounts payables 5 4
Factoring payables - 616
Current portion of long-term loan 335 260
Long term loan - net 97 220
Other liabilities 24 88
Shareholders’ Equity 332 294

Total Liabilities and Shareholders' Equity 2,763 3,182




Kasikorn Factoring Company Limited
Condensed Statements of Income
(Unaudited)

(Reviewed)

Million Baht

For Each of the Three-Month Periods For Each of the Six-Month Periods

Ended June 30, Ended June 30

2005 2004 2005 2004
Revenues 70 61 133 115
Expense _ 49 _ 4 9 &0
Net profit _21 _19 __38 __35
Eamings per share (Baht) 13.29 1196 23.92 22.02
Kasikorn Research Center Company Limited
Condensed Balance Sheet
Million Baht
June 30, 2005 December 31, 2004
(Unaudited) (Audited)
(Reviewed)
ASSETS
Cash and cash equivalents 12 18
Other assets 6 ]
Total Assets 18 23
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities ] 7
Shareholders’ Equity 17 16
Total Liabilities and Shareholders' Equity 18

o




Kasikorn Research Center Company Limited

Condensed Statements of Income

(Unaudited)

(Reviewed)

Million Baht

For Each of the Three-Month Periods

Ended June 30

2005
Revenues 14
Expense 8
Net profit _ 6
Earnings per share (Baht) 59.69

Kasikorn Leasing Company Limited

Condensed Balance Sheet

ASSETS
Cash and cash equivalents
Other assets

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Shareholders’ Equity

Total Liabilities and Shareholders' Equity

For Each of the Six-Month Periods

Ended June 30,
2004 2005 2004
13 26 24
_10 25 24
3 S —_
2928 10.49 Q15
Million Baht

June 30, 2005

{Unaudited)

(Reviewed)

52

fs

I

=

December 31, 2004

(Audited)

(=




Kasikorn Leasing Company Limited
Condensed Statements of Income
(Unaudited)

(Reviewed)

Million Baht

For Each of the Three-Month Periods For Each of the Six-Month Periods

Ended June 30, 2005 Ended June 30, 2005
Revenucs 1 -
Expense _5 1
Net Loss )] )]
Loss per share (Baht) , (0.67) (1.13)
Kasikorn Securi.ics Public Company Limited
Condensed Balance Sheet |
(Audited)
Million Baht
June 30, 2005 December 31, 2004
ASSETS
Cash and cash equivalents 104 2
Investments - net 578 760
Other assets 133 _10
Total Assets 815 112
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities - 66 3
Shareholders’ Equity 749 169
Total Liabilities and Shareholders' Equity 813 172




Kasikorn Securities Public Company Limited

Condensed Statements of Income

Million Baht

For Each of the Three-Month Periods For Each of the Six-Month Periods

Ended June 30, 2005 Ended June 30, 2005
(Unaudited) (Audited)
(Reviewed)
Revenues 3 » 6
Expense _15 _26
Net Loss _(12 20
Loss per share (Baht) 0.20) (0.33)

Kasikorn Asset Management Company Limited

Condensed Balance Sheets

(Audited)
Million Baht
June 30, 2005 December 31, 2004
ASSETS
Cash and cash equivalents 54 83
Investments — net 528 C627
Fee receivables 96 81
Premises and equipment — net 153 162
Properties foreclosed — net 1 1
Other assets 312 _338
Total Assets 1,144 1292
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities ’ 125 166
Shareholders’ Equity 1,019 1,126
Total Liabilities and Shareholders’ Equity . 1,144 1,292




Kasikorn Asset Management Company Limited

Condensed Statements of Income

Million Baht

For Each of the Three-Month Periods

Ended June 30,

2005 2004

(Unaudited)

(Reviewed)
Revenues 211 187
Expense 163 133
Net profit _48 34
Earnings per sharc (Baht) 177 198

For Each of the Six-Month Periods

Ended June 30,
2005 200

>
NN

(Audited)

Y

2

i
(V%)

8

~3

it
(]
(e}
e
OO
law]

EE |
B |

The summary of financial position and results of operations of its subsidiaries, which are not included in the

consolidated financial statements, are as follows:

(Million Baht)

Balance Sheets

June 30, 2005

December 31, 2004

(Unaudited) (Audited)
(Reviewed)
Total Totat Shareholders’  Total Total Shareholders'’
Assets  Liabilities Equity Assets Liabilities Equity
Kanpai Co., Ltd. 142 75 67 134 79 35
Progress Plus Co., Ltd. 37 14 23 59 33 26
Progress Facilities Management Co., Ltd. 22 8 14 25 9 16
Progress Services Co., Ltd. 19 6 13 33 6 27
Progress Management Co., Ltd. 18 4 14 17 6 11
Progress Storage Co., Ltd. 15 2 13 20 2 18
Progress Appraisal Co., Ltd. 60 22 38 48 2] 27
Progress Software Co., Ltd. 61 12 49 65 20 45
Thai Administration Services Co., Ltd.* - - - 91 54 37
Progress HR Co., Ltd. _5 _3 _2 1 - _1
379 146 233 493 230 263

*On January 30, 2005, the Bank has sold investment in Thai Administration Services Co,, Ltd.




(Million Baht except for Earnings (Loss) per Share)

Statements of Income

For Each of the Three-Month Periods Ended June30

2005 2004
(Unaudited)
(Reviewed)

Net Earnings Net

Profit  (loss) per Profit

Revenue Expenses (loss) Share (Balit) Revenue Expenses (loss)

Kanpai Co., Ltd. 52 44 8 39.01 39 34 5
Progress Plus Co., Lid. 30 31 1 0.71) 93 88 5
Progress Facilities Management Co., Ltd. 17 16 1 2492 14 13 1
Progress Services Co., Ltd. 38 36 2 127.45 35 33 2
Progress Management Co., Ltd. 10 10 - 11.61 9 8 1
Progress Storage Co., Ltd. 8 6 2 76.00 6 4 2
Progress Appraisal Co., Ltd. 45 40 5 1,185.33 37 35 2
Progress Software Co., Ltd. 38 33 5 51.61 19 24 (5)

Progress H R Co., Ltd. 42 41 1 88.42 - -

Thai Administration Services Co., Ltd.* - - - - 23 _20 3
230 257 23 215 259 16

ia
|

Eamings
(loss) per
Share (Baht)

22.03

20.50
21.76
100.81
9.30
66.29
484.75
(46.14)

0.30

(Million Baht except for Earnings per Share)

Statements of Income
For Each of the Six-Month Periods Ended June 30

2005 2004
{(Unaudited)

(Reviewed)
Earnings

Net per Net
Revenue Expenses Profit Share(Baht) Revenug Expenses Profit

Kanpai Co., Lid. 109 89 20 101.29 78 68 10
Progress Plus Co., Ltd. 66 66 - 1.81 202 193 9
Progress Facilities Management Co., Ltd. 34 31 3 61.85 28 26 2
Progress Services Co., Ltd. 77 72 5 269.33 70 65 5
Progress Management Co., Ltd. 20 18 2 38.78 17 15 2
Progress Storage Co., Lid. 16 11 S 17073 12 8 4
Progress Appraisal Co., Ltd. 81 72 9 1,885.69 75 66 9
Progress Software Co., Ltd. 67 59 8 80.29 43 42 1
Progress HR Co., Ltd. ‘ 76 75 1 98.46 - - -
Thai Administration Services Co., Ltd.* - = - - _46 _40 6
546 493 a3 37l 323 48

*On January 30, 2005, the Bank has sold investment in Thai Administration Services Co., Ltd.

Earnings
per
Share(Baht)

48.19

38.12
3198 .
244.92
28.02
142.58
1,791.70




8

LOANS AND ACCRUED INTEREST RECEIVABLES

Loans and accrued interest receivables consisted of:

1. Classified by Type of Loans

Overdrafts
Loans

Bills

Total

Add Accrued interest receivable

]t_‘

ess Allowance for doubtful accounts
ess R

—

evaluation allowance for

debt restructuring
Less Normalized provisioning

Total

2. Classified by Maturity of Contracts

Within 1 year
Over | year

Total

June 200

131,273
259,152

606,791
(33,491)

(2,286)
(3.025)
367,989

Consolidated

December 31, 2004

133,708
259,209
177,657
22015
592,589
2435

595,044
(39,068)

(4,878)
(2,400)
348,098

Consolidated

June 30, 2005
392,017
214,774

606,791

3. Classified by Currencies and Residency of Borrowers

December 31, 2004

(Million Baht)
The Bank

June 30, 2005 December 31, 2004

124,317 125,871
252,556 243911
199,285 189,467
19,538 18,868
595,696 578,117
1254 _1318
596,950 579,435
(24,701) (26,968)
(1,898) (2,297)
3,025 —(2,400)
567,320 547,770
(Million Baht)
The Bank

June 30,2005 December 31, 2004
393,931

203,019
396,950

Consolidated

June 30, 2005

378,858
200.577
319435

(Million Baht)

December 31, 2004

Domestic Foreign Total Domestic Foreign Total

Baht 579,416 12 579,428 568,678 12 568,690
US Dollars 23,464 1,485 24,949 21,496 1,442 22,938
Other currencies 2,401 13 2414 3,400 __16 _3416
Total _ 603,281 L5310 606,791 593,574 1470 395,044




(Million Baht)

The Bank
June 30, 2005 December 31, 2004
Domestic Foreign Total Domestic Foreign Total
Baht 569,575 12 569,587 553,069 12 553,081
US Dollars 23,464 1,485 24,949 21,496 1,442 22,938
Other currencies 2.401 13 2,414 3,400 _ 16 _ 3416
Total 393,440 1310 296,950 311,965 1,470 219,435

4. Classified by Type of Business and Account Status

(Million Baht)

Congolidated

June 30, 2005

Special Sub- Doubtful
Pass Mention Standard Doubtful of Loss Total

Agricultural and mining 15,741 196 193 415 1,806 18,351

Manufacturing and commerce 325,469 2,869 2,786 7,668 24,399 363,191
Property development and

construction 28,038 494 1,166 1,752 7,229 38,679

Infrastructure and services 53,554 589 779 1,294 4,538 60,754

Housing loans 58,849 940 687 995 6,990 68,461

Others 1.27 575 281 629 _1.846 _54,604

532,924 5,063 5,892 12,253 46,808 604,040

Kasikorn Factoring Co., Ltd. _ 2751

Total 606,791




Agricultural and mining

Manufacturing and commerce

Property development and
construction

Infrastructure and services

Housing loans

Others

Kasikorn Factoring Co., Ltd.

Total

Agricultural and mining

Manufacturing and commerce

Property development and
construction

Infrastructure and services

Housing loans

Others

Total

(Million Baht)

Consolidated

December 31, 2004

Special Sub- Doubtful

Pass Mention Standard Doubtful of Loss Total
14,929 406 394 359 2,032 18,120
312,043 2,902 3,020 8,091 27,195 353,251
30,187 841 1,029 720 8,792 41,569
51,607 752 2,904 1,361 5,670 62,294
53,488 950 802 868 8211 64,319
50215 432 296 604 _1.489 53.036
512,469 6,283 8,445 12,003 53,389 592,589
2455
395,044

(Million Baht)
The Bank
June 30, 2005
Special Sub- Doubtful

Pass Mention Standard Doubtful of Loss Total
15,733 196 193 415 1,504 18,041
324,071 2,519 2,786 7,668 17,475 354,519
27,518 333 1,166 1,752 4,786 35,555
52,823 424 779 1,294 3,606 58,926
58,659 856 687 995 5,165 66,362
61.315 364 281 _@2 958 63.547
340,119 4,692 5,892 12,753 33,494 596,950




(Million Baht)

The Bank
December 31, 2004
Special Sub- Doubtful
Pass Mention Standard Doubtful of Loss Total
Agricultural and mining 14,926 337 394 359 1,711 17,727
Manufacturing and commerces 307,049 2,438 3,020 8,091 18,482 339,080
Property development and
construction 27,343 448 1,029 720 5,546 35,086
Infrastructure and services 49,766 562 2,904 1,361 4,114 58,707
Housing loans 53,288 840 802 868 5,832 61,630
Others 64.817 387 296 604 1,101 67,205
Total 517,189 2012 8,443 12,003 36,786 379435
5. Classified by Account Status
(Million Baht)
Consolidated
June 30, 2005
Loans and Outstanding Debt % Used for
Accrued Interest after Deduction of Calculating Allowance for
Receivables Collateral Value The Allowance  Doubtful Accounts
Pass 532,924 206,107 1 5,365*
Special Mention 5,663 1,025 2 113
Sub-Standard 5,892 1,733 20 347
Doubtful 12,753 4,929 50 2,464
Doubtful of Loss 46,808 16,692 100 16,803**
Allowance established in
excess of BOT regulations - - _ 8316
604,040 230,486 33,408
Kastkorn Factoring Co., Ltd. _2751 _2.659 _ &
Total 606,791 233,145 33,491

* Includes the allowance for doubtful accounts of t*vo asset management companies as per the BoT's audit result, which is

transferred from the allowance provided in excess of the BoT regulations.

** Includes the allowance for doubtful accounts provided by using number of past due days for non-litigated or nen

restructured loans in accordance with the BoT regulations.



Loans and
Accrued Interest

Pass 512,469
Special Mention 6,283
Sub-Standard 8,445
Doubtfu! 12,003
Doubtful of Loss 53,389

Allowance established in

excess of BOT regulations -

592,589

Kasikomn Factoring Co., Ltd. 2,455
Total 595,044

Loans and

Accrued Interest

Receivables
Pass 540,119
Special Mention 4,692
Sub-Standard 5,892
Doubtful 12,753
Doubtful of Loss 33,494
Allowance established in
excess of BOT regulations e
Total 596,950

(Million Baht)

Consolidated

December 31, 2004

Outstanding Debt

" after Deduction of

Collateral Value
171,697
1,377
3,807
3,271
18,598

The Bank

% Used for
Calculating Allowance for

The Allowance  Doubtful Accounts

1 5,692*
2 191
20 761
" 5o 1,635
100 18,928**
11,782
38,989
79
39,068

(Million Baht)

June 30,2005

Quistanding Debt
after Deduction of
Collateral Value

215,699

891
1,733
4,929
10,907

234,159

% Used for
Calculating Allowance for

The Allowance  Doubtful Accounts

1 5,401

2 94

20 347

50 2,464
100 10,952**

_5.443

24701

** Includes the allowance for doubtful accounts provided by using number of past due days for non-litigated or non

restructured loans in accordance with the BoT regulations.




Loans and

Accrued Interest

Receivables

Pass - 517,189

Special Mention 5,012

Sub-Standard 8,445

Doubtful 12,003

Doubtful of Loss 36,786

Allowance established in

Excess of BOT regulations -

Total 579,435

Non-performing loans (NPL)

(Million Baht)
The Bank

December 31, 2004

" OQutstanding Debt % Used for

after Deduction of Calculating Allowance for

Collateral Value The Allowance

Doubtful Accounts

181,668 1 5,175
957 2 100
3,807 20 761
3,271 50 1,635
11,560 100 11,831**
- _1.466

According to the BoT's directive dated January 16, 2003, effective for financial statements ended December 31, 2002,

non-performing loans (NPL) were redefined as sub-quality loans, being outstanding loans of sub-standard, doubtful and

loss loan accounts in accordance with the BoT's guidelines.

previously been written-off.

This included fully-provisioned loans which had

As of June 30, 2005 and December 31, 2004, non-performing loans (including financial institutions) based on the

above directive can be summarized as follows:

(Million Baht)
June 30, 2005

Phethai - AMC The Bank and
The Bank (Original principal) AMC
Non-performing loans 51,785 12,791 64,576
Total loans used for NPL ratio
calculation 604,283 16,946 610,839"
Percentage of total loans 8.57 75.48 10.57



(Million Baht)

December 31, 2004

Phethai - AMC The Bank and
The Bank (Original principal) Ploy - AMC AMC
Non-performing loans 56,870 14,407 1,532 72,309
Total loans used for NPL ratio
calculation 579,885 19,002 7,939 591,901%
Percentagc’: of total loans 9.81 75.82 19.31 12.30

« - . .
"Total loans used for NPL ratio calculation are Joans to general customers as presented in the balance sheet and loans

1o financial institutions as included in interbank and money market items.

@ Excluding loans to subsidiaries, as of June 30, 2005 and December 31, 2004 amounting to Baht 10,390 million and

Baht 14,925 million, respectively.

Non-accrual loans (including financial institutions) were as follows:
(Million Baht)
June 30, 2005

Phethai ~ AMC Kasikom The Bank and
The Bank  (Original principals) Factoring Subsidiaries
Non-accrual loans 65,709 16,946 54 82,709
Total loans used for ratio
Calculation* 604,283 16,946 2,751 613,590**
Percentage of total loans 10.87 100.00 1.95 13.48

(Million Baht)

December 31,2004

Phethai - AMC Kasikorn The Bank and
The Bank  (Original principals)  Ploy - AMC Factoring Subsidiaries
Non-accrual loans 71,353 19,002 7,939 55 98,349
Total loans used for ratio
Calculation* 579,885 19,002 7,939 2,455 594,356%*
Percentage of total loans 12.31 100.00 100.00 2.23 16.55

* Total loans used for NPL ratio calculation are loans to general customers as presented in the balance sheet and loans to

financial institutions as included in interbank and money market items.

** Excluding loans to subsidiaries, as of June 30, 2005 and December 31, 2004 amounting to Baht 10,390 million and

Baht 14,925 million, respectiv'ely.



Loans to listed companies that meet SET's criteria for delisting were as follows:

(Million Baht)

Consolidated

June 30, 2005 December 31, 2004
Loans and Allowance Loans and Allowance
Accrued for Accrued for
Interest Collateral Doubtful Interest Collateral Doubtful
Receivables Value Accounts Receivables Value Accounts
Listed companies which
meet SET's
criteria for delisting 1,240 521 219 1,499 834 214
(Million Baht)
The Bank
June 30, 2005 : December 31, 2004
Loans and Allowance Loans and Allowance
Accrued for Accrued for
Interest Collateral Doubtful Interest Collateral Doubtful
Receivables Value Accounts Receivables Value Accounts
Listed companies
meet SET's
criteria for delisting 1,195 521 235 1,148 530 227

The outstanding balances of loans to the Bank's wholly owned subsidiaries were as follows:

(Million Baht)

June 30, 2005

Type of loans Maturity Interest rate Amount
Phethat Asset Management Co., Ltd. Bills 3 Months 3-Month Fixed Deposit 8,420
Kasikorn Factoring Co., Ltd. Bills 3-6 Months Money Market Rate + 1,545

Spread 1% at least

wn

Loans 1-3 Years Fixed Rate 42




(Million Baht)

December 31,2004

Type of loans Maturity Interest rate Amount
Phethai Asset Management Co., Ltd. Bills 3 Months 3-Month Fixed Deposit 7,440
Ploy Asset Management Co., Ltd. Bills 3 Months 3-Month Fixed Deposit 5,665

Kasikorn Factoring Co., Ltd. Bills 1-6 Months Money Market Rate + 1,340
‘ Spread 1% at least

Loans 3 Years Fixed Rate 480

Transferring of Sub-Standard Quality Assets to Thai Assets Management Corporation (TAMC)

In accordance with the Emergency Decree on the Thai Assets Management Corporation B.E. 2544, on October 12, 2001, the
Bank signed an Asset Transfer Agreement with TAMC to transfer eligible sub-standard quality assets outstanding as of
December 31, 2000 to TAMC. All rights and duties associated with each transferred sub-standard quality asset were
transferred to TAMC at a price determined by the appraised value of the underlyi‘ng collateral assets, provided that the price
did not exceed the book value of credits extended, less existing provisions outstanding, as required by law on the transfer date.
TAMC has 180 days from the date of each transfer to examine any transferred assets. TAMC will then quote the transfer price
within seven days after the end of the examination period. After confirming the price, TAMC will issue non-transferable 10-
year callable promissory notes guaranteed by FIDF. The notes bear interest equal to the weighted average of the deposit rates
of five major banks, and are paid at the end of each year by means of a non-transferable, extendablel-year promissory note,
guaranteed by FIDF. The rights to these notes and the received notes are included in investments in held-to-maturity debt

instruments.

In accordance with the Emergency Decree and the Asset Transfer Agreement, TAMC and the Bank will share jointly the
profits and responsibility for any losses on transferred assets, which are payable on the fifth and the tenth anniversaries of the
transfers, starting from July 1, 2001. In the case of losses, the Bank will first be responsible for any loss, not exceeding 20% of
the transfer price. The second portion of losses, again not exceeding 20% of the transfer price, will be equally shared by
TAMC and the Bank. Any remaining loss would then be absorbed by TAMC. In addition, expenses of TAMC are included in
the calculation of the gain or loss sharing. In the case of profit, the first portion of profits up to 20% of the transfer price is to
be shared equally by TAMC and the Bank. Should there be any profit over and above this, the Bank is entitled to the

remainder up to the gross book value of the assets, less the transfer price and the Bank's share in the first portion of the profits.

For each of the six-month periods ended June 30, 2005 and 2004, the Bank transferred to TAMC sub-quality assets relating to
] borrower and 3 borrowers with a gross book value (as of their transfer dates) of Baht 13 million and Baht 43 million,
respectively (up to June 30, 2005 totaling Baht 14,585 million). The estimated total transfer price was Baht 10 million and
Baht 37 million (up to June 30, 2005 totaling Baht 10,152 million). As of June 30, 2005, the Bank received promissory notes
from TAMC of Baht 10,140 million and TAMC is examining the remaining assets of Baht 12 million and will confimm the

transfer price in order to issue notes to the Bank within the aforementioned timeframe.




9 TROUBLED DEBT RESTRUCTURING

For each of the six-month periods ended June 30, 2005 and 2004, the Bank and its subsidiaries {Phethai - AMC and

Ploy - AMC) engaged in debt restructuring contracts as follows:

Debt restructuring contracts
that incurred losses
Debt restructuring contracts

that incurred no losses

Total

Losses on debt restructuring for each of the six-month periods ended June 30, 2005 and 2004 were as follows:

Types of Restructuring

Transfers of assets

Changes of repayment conditions

Debt restructuring in various forms

Total

(Million Baht)

Consolidated The Bank
005 004 2005 2004
Total Total Total Total

Outstanding Outstanding Outstanding Outstanding

Debt Before Debt Before Debt Before Debt Before
Cases Restructuring Cases Restructuring Cases Restructuring Cases Restructuring
1,400 7,526 2,729 18,579 1,162 4,497 2,250 9,585
7.495 12,205 1.910 17,560 7.334 11,521 1411 14,843
8.895 19731 10,639 36,139 8,496 16018 2,661 24428

The Outstanding Debt

(Million Baht)

Consolidated

June 30, 2005

Before

Cases  Restructuring
915 2,957
416 3,957
69 632
1,400 1326

Transferred Assets Loss on
After Debt
Restructuring Types Fair Value Restructuring
- Cash, land, 1,865 1,034
premises
and investments
3,764 - - 339
374 Cash, land, 191 141
premises
R and investments
4,138 2,056 .514




Types of Restructuring

Transfers of assets

Changes of repayment conditions

Debt restructuring in various forms

Total

Types of Restructuring

Transfers of assets

Changes of repayment conditions

Debt restructuring in various forms

Total

Consolidated
June 30, 2004

(Million Baht)

The Qutstanding Debt Transferred Assets Loss on

Before After Debt

Cases Restructuring  Restructuring Types Fair Value Restructuring
2,096 7,290 - Cash, land, 4,658 2,632
premises
and investments
464 8,763 8,468 - - 1,060
169 2,526 2,099 Cash, land, 280 1,310
premises
S - - and investments . o
2,729 18,579 10,567 4,938 5.002
(Million Baht)
The Bank
une 30, 2005

The Outstanding Debt Transferred Assets Loss on

Before After Debt

Cases  Restructuring  Restructuring Types Fair Value  Restructuring
858 2,534 - Cash, land, 1,699 797
premises
and investments
241 1,351 1,269 - - 183
63 612 363 Cash, land, 184 139
premises
and investments o -
1,162 4497 - 1,632 1.883 1119




(Million Baht)

The Bank
June 30, 2004
The Qutstanding Debt Transferred Assets Loss on
Before ' After Debt
Types of Restructuring Cases  Restructuring  Restructuring Types Fair Value Restructuring
Transfers of assets 1,956 6,213 - Cash, land, 3,980 2,233

premises

and investments

Changes of repayment conditions 139 1,120 1,073 - - 242

Debt restructuring in various forms 155 2,252 1,888 Cash, land, 261 1,266
premises

R - o and investments I o

Total 2.250 2,383 2,961 4.241 1741

The Bank and its subsidiaries measure expected recoverable amounts of restructured loans by changing repayment

conditions using the present value of future cash flows discounted by the market rate.

The terms of debt restructuring agreements with debts which were restructured by changing the repayment conditions
and restructured in various other ways and which resulted in losses on debt restructuring during the six-month periods

ended June 30, 2005 and 2004 are as follows:

(Million Baht)
Consolidated
2005 2004
The Outstanding Debt The Outstanding Debt

Terms of debt Before After End of Before After End of
restructuring agreements  Cases Restructuring Restructuring  Period Cases Restructuring Restructuring  Period
Less than 5 years 282 2,753 2,389 1,535 367 4,576 4,069 3,657

5 to 10 years 103 1,402 1,316 957 35 1,796 1,769 1,699
Over 10 years 100 434 _433 378 231 4,917 4,729 4111
Total 485 4,589 4,138 2,870 633 11,289 10,567 2,467




(Million Baht)

The Bank
2005 2004
The Outstanding Debt The Outstanding Debt
Terms of debt Before After . End of Before After End of

restructuring agreements  Cases  Restructuring Restructuring  Period Cases Restructuring Restructuring  Period
Less than § years 188 1,288 1,025 810 282 3,127 2,718 2,517
50 10 years - 42 456 388 334 6 232 232 232
Over 10 years 74 219 219 218 _6 13 11 11
Total 304 1,963 1,632 1412 294 3372 2,961 2.760

The Bank and its subsidiaries recognized interest income from debt restructuring as follows:
(Million Baht)
Consolidated

For each of the Three-Month Periods ~ For each of the Six-Month Periods

Ended June 30 Ended June 30
2005 2004 20 2004
Debt restructuring contracts that incurred losses 122 455 410 1,126

(Million Baht)

The Bank

For each of the Three-Month Periods  For each of the Six-Month Periods
Ended June 30 Ended June 30

2005 2004 2005 0

210 156 548

(1e}
BN

Debt restructuring contracts that incurred losses 85

As of June 30, 2005 and December 31, 2004, the Bark had commiunents to extend additional loans to these borrowers

as follows:
(Million Baht)

Consolidated and The Bank

June 30, 2005 December 31, 2004

Debt restructuring contracts that incurred losses 92 90




As of June 30, 2005 and December 31, 2004, the Bank and its subsidiaries had outstanding balances on debtors which

were restructured during the period/year as follows:

Consolidated

(Million Baht)
The Bank

111.16 30,2005 December 31,2004  June 30,2005 December 31, 2004

Debt restructuring contracts that incurred losses 2,870 12,053
Debt restructuring contracts that incurred no losses 9441 16,220
Total ’ 12311 28,273

1,412

g

O

03

N

10,

L

|

As of June 30, 2005 and December 31, 2004, the Bank and its subsidiaries had outstanding balances relating to all

restructured debtors which had been performing in accordance with debt restructuring agreements as follows:

June 30, 2005

Consolidated

December 31, 2004

(Million Baht)

The Bank

June 30, 2005 December 31,2004

Debt restructuring contracts that incurred losses 15318 23,448
Debt restructuring contracts that incurred no losses 37,056 44.293
Total 52,374 67,741

10 ALLOWANCE FOR DOUBTFUL ACCOUNTS

12,629

35,

The movements in the allowance for doubtful accounts during the period/year were as follows:

Consolidated

June 30, 2005

Allowances

Established in

14,625
39,532

N
4

4,157

(Million Baht)

Special Sub- Doubtful  Excess of BoT
Pass Mention Standard Doubtful of Loss Regulations Total

Balance at beginning of the period 5,692 191 761 1,635 18,928 11,782 38,989
Transferred from investments in

receivables - - - - 22 22
Doubtful accounts (reversal) 175 (62) (414) 829 2,365 (3,659) (766)
Bad debts recovered - - - - 531 - 531
Bad debts written off - - - - (3,093) - (3,093)
Allowance for loans transferred

to TAMC - - - - 3 - 3
Allowance for loans transferred

to Bank (502) (16) - - (1,716) (607) (2,841)
Others - - - - {237 800 _ 563
Balance at end of the period 5,365 113 347 2,464 16,803 8,316 33,408
Kasikorn Factoring Co., Ltd 83




Balance at beginning-of the year

Transferred from investments in
receivables

Doubtful accounts (reversal)

Bad debts recovered

Bad debts written off

Others

Balance at end of the year

Kasikorn Factoring Co., Ltd

Balance at end of the year

Balance at beginning of the period

Transferred from investments in
receivables

Doubtful accounts (reversal)

Bad debt recovered

Bad debt written off

Allowance for loans transferred
to TAMC

Others

Balance at end of the period

%
N
2
v

4424

1,268

226

(Million Baht)

Consolidated

December 31, 2004

Allowances

Established in

Special Sub- Doubtful  Excess of BoT
Mention Standard Doubtful of Loss Reguiations Total
276 130 928 34,891 _18,545 59,194
- - - 778 - 778
(85) 631 707 (2,142) (6,763) (6,384)
- - - 1,565 - 1,565
- - - (16,348) - (16,348)
- o - 184 - 184
191 261 1,633 18,928 11,782 38,989
7%
39,068
(Miltion Baht)
The Bank
June 30, 2005
Allowances
Established in
Special Sub- Doubtful Excess of BoT
Mention  Standard Doubtful of Loss Regulations Total
100 761 1,635 11,831 7,466 26,968
- - - 22 - 22
6) (414) 329 923 (2,023) (465)
- - - 531 - 531
; - - (2,450) . (2,450)
- - - 3 - 3
- - - 92 - 92
24 347 2,464 10,952 3.443 24,701



(Million Baht)
The Bank

December 31, 2004
Allowances

Established in

Special , Sub- Doubtful Excess of BoT
Pass Mention  Standard Doubtful of Loss Regulations Total
Balance at beginning of the year 4,515 245 130 928 23,563 13,615 42,996
Doubtful accounts (reversal) 660 (145) 631 707 (783) (6,149) (5,081)
Bad debt recovered - - - - 1,565 - 1,565
Bad debt written off - - - - (12,381) - (12,381)
Others - - - - a3n - 131
Balance at end of the year 5,175 100 761 1,633 11,831 1,466 26,968
11 REVALUATION ALLOWANCE FOR DEBT RESTRUCTURING
The movements in the revaluation allowance for debt restructuring during the period/year were as follows:
(Million Baht)

Consolidated The Bank

June 30, 2005 December 31,2004  June 30, 2005 December 31, 2004

Balance at beginning of the period/year 4,878 6,666 2,297 4,721
(Decrease) Increase (122) 1,586 (168) 513
Decrease due to writing off (222) (2,699) (222) (2,699)
Transfer on loan disposal (1,257) - - -
Change of classification (712) 837 25 -
Amortization (0 interest income 279 (1,512) _(34) _(238)
Balance at end of the period/year 2,286 4878 1,898 2,297

12 NORMALIZED PROVISIONING
The movements in the normalized provisioning during the period/year were as follows:

(Million Baht)

Consolidated and The Bank

June 30, 2005 December 31, 2004
Balance at beginning of the period/year 2,400 1,600
Addition 625 _800
Balance at end of the period/year 3.025 2,400



13

PROPERTIES FORECLOSED

Properties foreclosed consisted of:

Type of Foreclosed Propertics

1. Assets acquired from debt repayment

1.1 Irnmovable assets
1.2 Movable assets
Total
2. Others
Total Foreclosed Properties
Less Allowances for impairment

Total Foreclosed Properties — net

Type of Foreclosed Properties

1. Assets acquired from debt repayment

1.1 Immovable assets
1.2 Movable assets
Total
2. Others
Total Foreclosed Properties
Less Allowances for impairment

Total Foreclosed Properties ~ net

Beginning

Balance

20,263
28

Beginning

Balance

17,075

17,103

s
—
N
N

18,272

Consolidated
June 30, 2005

Addition Disposal
1,938 (1,452)
1,938 (1,452)

- 101
1,938 (1,553)
(519) 567
1419 {986)

Consolidated

December 31, 2004

Addition Disposal
5,780 (2,592)
5,780 (2,592)

4 (247
5,784 (2,839)
705 640

5,079 (2,199)

(Million Baht)

(Million Baht)

Ending

Balance

20,263

;

20,291

!

21,217

5o



Type of Foreclosed Properties

1. Assets acquired from debt repayment

1.1 Immovable assets
1.2 Mova-ble assets
Total
2. Others
Total Foreclosed Properties
Less Allowances for impairment

Total Foreclosed Properties - net

Type of Foreclosed Properties

1. Assets acquired from debt repayment

1.1 Immovable assets
1.2 Movable assets
Total
2. Others
Total Foreclosed Properties
Less Allowances for impairment

Total Foreclosed Properties - net

Beginning

Balance

15,797

Beginning

Balance

13,891
28

The Bank
June 30, 2005
Addition Disposal
1,190 (1,223)
1,190 (1,223)
- (36)
1,190 (1,259)
(5 271
L185 —(988)
The Bank

December 31, 2004

Addition Disposal
4,285 (2,379
4,285 (2,379)

- 37
4,285 (2,416)
545 551
3.740 . (1.865)

(Million Baht)

Ending

Balance

15,764

(Million Baht)

Ending

Balance




CLASSIFIED ASSETS

Assets of the Bank and its subsidiarics classified as investments, loans and accrued interest receivable (including
financial institutions), properties foreclosed and other asscts were categorized by quality in compliance with the BoT

regulations, taking into account analyses of cach loan and appraisal of the financial standing of each borrower,were as

follows:
(Million Baht)
Consolidated
June 30, 2005
Loans and Accrued Properties
Investments Interest Receivables  Foreclosed Other Assets Total
Pass - 543,360 - - 543,360
Special Mention - 5,648 - - 5,648
Sub-Standard - 5,973 - - 5,973
Doubtful - 12,949 - - 12,949
Doubtful of Loss 3252 52,464 1715 970 . 58,401
Total 3252 620,394 L7135 210 626,331
(Million Baht)
Consolidated
December 31, 2004
Loans and Accrued  Properties
Investments Interest Receivables  Foreclosed Other Asscts Total
Pass - 516,385 - - 516,385
Special Mention : - 6,283 - - 6,283
Sub-Standard - 8,445 - - 8,445
Doubtful - 12,024 - - 12,024
Doubtful of Loss 3,575 53,422 1.736 1102 61,835
Total 5,575 396,559 1,736 1,102 604,972




Pass

Special Mention
Sub-Standard
Doubtful
Doubtful of Loss

Total

Pass

Special Mention
Sub-Standard
Doubtful
Doubtful of Loss

Total

The Bank
June 30, 2005
Loans and Accrued Propértics
investiments Interest Receivables Forecloscd Other Assets

- 547,857 - -

- 4,678 - -

- 5,973 - -

- 12,929 - -
3171 39.117 1401 940
3171 610,554 1,401 940

The Bank
December 31, 2004
Loans and Accrued Properties
Investments  Interest Receivables Foreclosed Other Assets

- 518,704 - -

- 5,012 - -

- 8,445 - -

- 12,003 - -
3.584 _36.786 1369 991

(Million Baht)

616,066

(Million Baht)

Total
518,704
5,012
8,445
12,003
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17 DEPOSITS
Deposits were classified as follows:
1. Classified by Type of Deposits

(Million Baht)

Consolidated The Bank

June 30, 2005 December 31, 2004 June 30, 2005 December 31, 2004

Current 39,294 38,063 39,491 38,367
Savings 394,961 384,437 3é5,] 98 384,548
Term
- Less than 6 months 209,901 225,246 209,901 225,246
- 6 months and less than | year 4,425 4,928 4,425 4,928
- 1 year and over 1 year 46,557 52,896 46,55 52,896
Total 695,138 705,570 695,572 705,985

2. Classified by Maturity of Contracts

(Million Baht)
Consolidated The Bank

June 30, 2005 December 31, 2004 June 30, 2005 December 31, 2004

Within 1 year 690,478 699,457 690,912 699,872
Over 1 year 4,660 6,113 4,660 6,113
Total ' 695,138 705,570 695,572 705,985

3. Classified by Currencies and Residency of Depositors

(Million Baht)

Consolidated

June 30, 2005 December 31, 2004
Domestic Foreign Total Domestic Foreign Total
Baht 676,176 16,218 692,394 685,842 15,871 701,713
US Dollars 2,054 186 2,240 3,234 185 3,419
Other currencies 382 122 504 359 79 438

Total 618,612 16,926 695,138 689,433 16,135 205,570




(Million Baht)

The Bank
June 30, 2005 December 31, 2004
Domestic Foreign Total Domestic Foreign Total
Baht . 676,610 16,218 692,828 686,257 15,871 702,128
US Dollars 2,054 186 2,240 3,234 185 3,419
Other currencies 382 122 504 359 19 438
Total 679,046 16,526 095,512 689,850 16,135 105,985

INTERBANK AND MONEY MARKET ITEMS (LTABILITIES)

Interbank and money market items (liabilities) consisted of:

(Million Baht)

Consolidated

June 30, 2005 December 31, 2004
Atcall Term Total Atcall Term Total
1. Domestic
The BoT and FIDF - 7,152 7,152 - 2,691 2,691
Commercial banks 2,202 897 3,099 862 132 994
Other banks 126 - 126 140 - 140
Finance, sccurities and
credit foncier companies 2,149 1,759 3,908 2,265 10 2,275
Other financial institutions _ 745 4,541 5,286 _ 705 4.445 5.150
Total Domestic 5222 14,349 19,571 3,972 7278 11,250
2. Foreign
US Dollars 31 - 31 17 - 17
Yen 120 - 120 6 - 6
QOther currencies 178 - 178 252 - 252
Total Foreign 329 - _ 329 _275 - 275
Total Domestic and Foreign 3,551 14,349 19,900 4,247 2,278 11,525
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1.

(Million Baht)

The Bank
June 30, 2005 December 31, 2004
Atcall Term Total At call Term Total
Domestic

The BoT and FIDF - 7,152 7,152 - 2,691 2,691
Commercial banks 1,802 872 2,674 627 7 634
Other banks 126 - 126 140 - 140

Finance, securitics and
credit foncier companies 2,149 1,759 3,908 2,265 10 2,275
Other financial institutions _745 4.541 5.286 _705 4445 5.150
Total Domestic 4,822 14,324 19,146 3,737 7153 10,890

. Foreign
US Dollars 31 - 31 17 - 17
Yen 120 - 120 6 - 6
Other currencies _178 o _ 178 252 - 252
Total Foreign 329 - _ 329 275 - 275
Total Domestic and Foreign 5,151 14,324 19,475 4,012 2,153 11,165
SHORT-TERM BORROWINGS

The Board of Directors at its meeting on October 28, 2004, approved the issuance of short-term unsubordinated
debentures in name certificate without sccurity and not convertible, without debenture holder representative in Thai
Baht currency not exceeding Baht 50,000 million, with a maturity of no more than 270 days and an interest rate of
1.35% per annum payable quarterly in order to allow the Bank better flexibility and a wider varicty of administration

of its funding structure and to expand the investment alternatives to the public and/or depositors of the Bank.

On May 27, 2005, the Bank has issued short-term unsubordinated debentures in name certificate without security
and not convertible, non-transferable, without debenture holder representative in Thai Baht currency not exceeding
Baht 10,000 million, with a maturity of no more than 270 days and an interest rate of 1.35% per annum payable duly

in order to expand the investment alternatives to the public which the Bank's customer, investors and depositors.
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LONG-TERM BORROWINGS
Long-term borrowings consisted of:
(Million Baht)
Consolidated and The Bank

June 30, 2005 December 31, 2004
Daomestic Foreign Total Domestic Foreign Total

Subordinated Debentures - 8,212 8,212 - 7,768 7,768
Subordinated Debentures cum

Preferred Shares - - - - - -
Subordinated Debentures of the

KASIKORNBANK Pic. No.2 - - - - - -
Subordinated Debentures of the

KASIKORNBANK Plc. No.3 12.000 - 12,000 12,000 - 12.000

Total 12,000 8212 20,212 12,000 1,768 19,768

SUBORDINATED DEBENTURES
The Board of Directors in‘its meeting on July 25, 1996 approved the issuance of US$ 200 million of unsccured
subordinated debentures, having a face value of US$ 100,000 each, with a twenty-ycar maturity offered at a price of

USS 98,997 each on August 21, 1996 and carrying an 8.25 percent coupon rate payable semi-annually.

SUBORDINATED DEBENTURES CUM PREFERRED SHARES N(C.1 (COMMONLY REFERRED TO AS
“SLIPS")

On January 11, 1999, the Bank jointly and simultancously issued 547,345 Class A Preferrcd Shares (the "Preferred
Shares”), with a par valuc of Baht 10 per share and a liquidation preference of US$ 1,000 per share, and 547,345
Subordinated Debentures Cmﬁ Preferred Sharcs of the Thai Farmers Bank Public Company Limited No. 1
("Debentures #1"), with a face value of USS$ 1,000 per debenture, for total proceeds of US$ 547,345,000 (Baht
19,999,986,300). These securitics were purchased by The Preferred Shares-Suboerdinated Debentures of Thai Farmers
Bank Plc. Fund (the “Fund") with the proceeds from the Fund's offering of Investment Units to institutional investors.
The Bank and the Fund entered into a Master Investment Contract {the “Contract”) that sets forth certain terms and

conditions for the securities.

The Preferred Shares are noncumulative. The Bank must declare and pay a full dividend on the Preferred Shares if it
declares and pays a dividend on ordinary shares of the Bank. The amount of the dividend on the Preferred Shares
shall be limited to Baht 1 per share per annum if cither the Bank continues to pay interest on the Debentures #] in full
or the liquidation preference of the Preferred Shares has been reduced to par as discussed below. If the Bank has not
continued to pay interest in full on the Debentures #1, the dividend on the Preferred Shares shall be equal to the annual
interest not paid on the Debentures #1. If the Bank does not declare and pay a dividend to ordinary shareholders and,

therefore, is not required lo pay a dividend on the Preferred Shares, the Bank still has the option to pay part or all of




the dividends on the Preferred Shares if there are sufficient retained profits or not to pay any dividend. Upon a
redemption of the Debentures #1, the liquidation preference of the Preferred Shares is reduced to par value and each

Preferred Share shall be converted into one ordinary share of the Bank under the terms set forth in the Contract.

The Debentures #1 mature upon liquidation of the Bank. They are redeemable carly at the option of the Bank, and
upon approval of the Bank of Thailand, if the Debentures #1 and Preferred Shares no longer qualify as tier | capital of
the Bank or if interest paymen.ts under the Debentures #1 are no longer deductible as an expense for income tax
purposes. Otherwise, they are redeemable at the option of the Bank after five years. The Debentures #1 bear interest
at a stated rate of 19.32% per annum payable semi-annually, though the effective interest rate is higher as discussed
below. The Bank is only required to pay such interest if it would otherwise be required to pay dividends on the
Preferred Shares. If the Bank is not required to pay interest, the Bank still may pay part or all of the interest at its

option.

The Contract stipulates that, prior to redemption of the Debentures #1, the Preferred Shares may only be transferred to
another person if the Fund simultaneously transfers the Debentures #1 to the same person and such person agrees to be
bound by the Contract. Also under the Contract, the Fund and the Bank agree that, upon redemption of the
Debentures #1, the liquidation preference of the Preferred Shares is reduced to par and each Preferred Share shall be
converted into one ordinary share of the Bank. The Contract also effectively converts the Debentures #1 from a US3
obligation to a Baht obligation by fixing the Baht equivalent exchange rate for interest payments and redemption to the
exchange rate officially declared by the Bank of Thailand on the day immediately prior to the issue date of the
Debentures #1. The resulting cffective Baht denominated interest rate for the Debentures #1 is 23% per annum,
Under the Contract, it is understood that redemption of the Debentures #1 by the Bank shall be deemed to be full
payment to the Fund under the terms of the Debentures #1 and Preferred Shares as set forth in the prospectus and the

Articles of Association, respectively.

SUBORDINATED DEBENTURES NO.2

Also on January 11, 1999, the Bank issued 20,000,000 Subordinated Debentures of the Thai Fanmers Bank Public
Company Limited No. 2 Due 2549 (“Debentures #2'), with a face value of Baht 1,000 per debenture, for total proceeds
of Baht 20,000,000,000. The Dcbentures #2 mature seven years after the issue date. They arc redeemable early at the
option of the Bank, and upon approval of the Bank of Thailand, after five years. The Debentures #2 bear interest at

22.296175% per annum payable quarterly.

The Bank presented the transactions of the subordinated debentures cum preferred shares of Baht 15,999 million to
conform with the Tnstitute of Certified Accountants and Auditors of Thailand’s third interpretation titled The Hybrid
Financial Instruments Issued by Financial Institution. In this regard, the Bank presents the preferred sharcs and the
premiums on preferred sharcs totaling Babt 33 million as a part of shareholders’ equity and presents the remaining
Baht 19,967 million in the separate item under “Subordinated debentures cum preferred shares” as a part of liabilities.
However the total amount of subordinated debentures cum preferred shares can be counted as tier 1 capital as

permitted by the Bank of Thailand. The Debentures #2 of the Baht 20,000 million are presented as part of long-term

borrowings.

86
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SUBORDINATED DEBENTURES NO.3

The Board of Directors in its meeting on September 25, 2003 approved the issuance of the Subordinated Debentures in
name certificate without security and not convertible, having debenture holder. representative in Thai Baht currency not
exceeding Baht 12,000 million, with a maturity of no morc than 10 years in order to raise long-term funding a
reasonable cost, to efficiently manage the interest rate risk and liquidity risk, as well as to strengthen the status of the
Banks tier two capital fund.s, On October 16, 2003, the Bank issued the Subordinated Debentures of
KASIKORNBANK PUBLIC COMPANY LIMITED No.3 Due A.D. 2013 in the amount of Baht 12,000 million, with
a ten-ycar maturity. In accordance with certain terms and conditions and with the approval of the Bank of Thailand,
the Bank may redeem the debentures before maturity as follows: (1) on the fifth anniversary of the issue date or any
subsequent interest payment date after the fifth anniversary of the issue date; or (2) if the Bank can demonstrate that
interest payments under the Debentures are no longer, or will no longer be, deductible as an expense for income tax
purposes; or (3) in any other case as may be later stipulated by the Bank of Thailand. The debenturcs bear interest at
the fixed interest rate for the first five years of 3.75 % per annuim and the fixed interest rate for the second five years of

4.25 % per annum. Intercst is payable quarterly.

REDEMPTION OF THE SUBORDINATED DEBENTURES CUM PREFERRED SHARES NO.1 (SLIPS)
AND THE SUBORDINATED DEBENTURES NO.2

On January 12, 2004, the Bank redecmed early the Subordinated Debentures cum Preferred Shares of the Thai Farmers
Bank Public Company Limited No.l in the amount of Baht 19,999,986,300 and the Subordinated Debentures of the
Thai Farmers Bank Public Company Limited No.2 in the amount of Baht 20,000,000,000 and payment was made to
the Preferred Shares-Subordinated Debentures of Thai Farmers Bank Plc. Fund. The preferred shares were converted

into ordinary shares of 547,345 shares as of the same date.
WARRANTS

The Board of Directors in its meeting on September 25, 2003 approved the second issuance of warrants of 100 million
units having a six-year maturity, were offered to existing shareholders in the ratio of eight ordinary shares for each
warrant, at a price of Baht 25 cach totaling Baht 2,500 million. Each warrant can be exercised quarterly over their
maturity for a Baht 10 par value ordinary share at a price of Baht 200 each. The subscription period was during
September 4-12, 1996. On August 20, 1999, the exercise price was adjusted to Baht 131.832 and the exercise ratio of
ordinary shares was 1.51708 per each warrant. The last cxercise date was Septémber 16, 2002 and expired warrants

amounting to Baht 2,520 million have been presented in the financial statements as premium on expired warrants.

A resolution was passed by the Extraordinary Meeting of Sharcholders held on August 11, 1999 authorizing (i) the
issuance and offering for sale of 50,000,000 units of warrants for ordinary shares of the Bank to the Bank's employees,
except for directors, under a three-year scheme and (ii) allocating 50,000,000 new ordinary shares from the increase of
the authorized share capital, with a par value of Baht 10 each, to support the exercise of the warrants for ordinary

shares of the Bank to be issucd and offered for sale to Bank employees, except for dircctors, under the above scheme.
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Warrants issued to Bank employees (except directors) consisted of:

Details of Warrants Phase 1 Phase 2 Phase 3
1. Offering date August 1-31, 2000 December 7-28, 2001 December 2-30, 2002
2. Maturity five-year and four-month five-year and one-day five-year
3. Offering price . zero Baht zero Baht zero Baht
4. Right to exercise } warrant : 1 ordinary share 1 warrant : 1 ordinary share 1 warrant : | ordinary share
5. Exercise price 30 Baht 30 Baht 27.82 Baht
6. Exercise date June and December June and December - March , June ,

(every last business day) September and December

7. Term of exercise period Dec. 28, 2001 - Dec. 30,2005 Dec. 30, 2002 — Dec. 29, 2006 Dec. 30, 2003 — Dec. 30, 2007

8. Total offered 18,500,000 units 5,000,000 units 26,500,000 units
9. Total allocated ) 15,612,600 units 3,962,500 units 26,490,560 units
10. Total allocated and accepted 15,586,300 units 3,885,300 units 26,048,380 units

Number of Unit

The movements of warrants during the year Phase | Phasc 2 Phasc 3 Total
Beginning balance as of January 1, 2004 8,245,760 2,422,120 23,147,528 33,815,408
Less Exercised (3,495,120) (711,420) (4,136,778) (8,343,318)

Less Exercise right terminated by

employee's retirement _ (112.040) (43,200} (318,496} (473.736}
Ending balance as of December 31, 2004 4,638,600 1,667,506 18,692,254 24,998,354
Less Exercised (1,024,900} (103,600) (1,520,024) (2,648,524)

Less Exercise right terminated by
employee's retirement | (53,340) (17.080) (781,532) (851.952)
Ending balance as of June 30, 2005 3,560,360 1,546,820 16,390,698 21,497,878

22 SHARE CAPITAL

On January 11, 2005, the Bank registered a change i its paid-up capital as a result of the increasc in paid-up capital of
6,270,030 shares at Baht 10 par value, totaling Baht 62,700,300 from the exercise of warrants for ordinary shares, which

were issued and offered for sale to Bank employees (except for directors).

On April 11, 2005 , the Bank registered the change in its paid-up share capital as a result of the increase in paid-up
capital of 879,298 shares at Baht 10 par value, totaling Baht 8,792,980 from the exercise of warrants for ordinary shares,

which were issued and offered for sale to Bank employees (except for directors).

As a result, as of June 30, 2005 the Bank had a regisiered share capital of Baht 30,486,146,970, comprising

3,048,614,697 ordinary shares at Baht 10 par valuc and a paid-up share capital of Baht 23,707,738,650, comprising
2,370,773,865 ordinary shares at Baht 10 par value.
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CAPITAL REQUIREMENTS

The ratios of capital to assets (Capital Adequacy Ratio) were calculated from the financial statements of the Bank and

include the risk assets of the Bank's two subsidiary asset management companies as follows:

(Million Baht)

Junc 30, 2005 December 31, 2004

Tier 1 Capital

Issued and fully paid up share capital, premiums on

share capital, warrants and premiums on warrants 41,397 - 41,191

Legal reserves 770 -

Net income (loss) after appropriation 12,302 7,585

Total Tier | Capital 54,469 48.776
Tier 2 Capital

Surplus on land revaluation 4,288 4,168

Surplus on premises revaluation 1,983 1,401

Surplus on marketable equity securitics revaluation 215 406

Provision for normal assets 5,409 5,725

Subordinated debentures

ty]
<
h—
3
E
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Total Tier 2 Capital 32,070 31,435
Total Capital Requirements 86,539 80,211

The BoT's regulations requires that banks registered in Thailand maintain a ratio of capital funds to assets and
contigencies of not less than 8.5% and that tier-1 capital must not be less than 4.25% of such asscts and contigencies.

Capital adequacy ratios maintained by the Bank were as follows:

Percentage

June 30, 2005 December 31, 2004
Total Capital Requirements 13.50 13.13
Tier-1 Capital 8.50 7.98

LEGAL RESERVE

According to The Public Company Act, the Bank has to allocate at least 5 percent of its net income for the year, less
accumulated net loss (if any), to capital reserves until this reserved capital is not less than 10 percent of authorized
share capital, and under the provisions of the Civil and Commercial Code of Thailand, subsidiary companies are
required to set aside as a legal reserve at least 5 percent of its net income each time a dividend is declared until the

reserve reaches 10 percent of authorized share capital. The reserve is not available for dividend distribution.
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25 DIVIDEND PAYMENTS

On April 8, 2005, the General Mecting of Shareholders of the Bank approved to pay dividends from the operating

results of 2004 at the ratc of Baht 1 per share, totaling Baht 2,370 million, which was paid by April 18, 2005.

26 BAD DEBT AND DOUBTFUL ACCOUNTS (REVERSAL)

Bad debt and doubtful accounts {reversal) consisted of:

General customers

Financial institutions

Kasikomn Factoring Co., Ltd.

Total

General customers
Financial institutions

Total

27 LOSS ON DEBT RESTRUCTURING

Loss on debt restructuring consisted of:

Net present value of cashflows lower

than investments in receivables (reversal

for non-performing restructured loans)

Transferred assets lower
than investments in reccivables

Total

(Million Baht)
Consolidated

For each of the Threc-Month Periods - For each of the Six-Month Periods

Ended June 30 Ended June 30
2005 2004 2005 2004
(532) (2,043) (853) (4,209)
60 _ (19 —11 -
472) (2,053) (784) (4,209)
—2 3 4 — 3
470 (2,050 (780) (4,206)

(Million Baht)
The Bank

For each of the Three-Month Periods For each of the Six-Month Periods

Ended June 30 Ended June 30,
2005 2004 2005 2004
(386) (1,330) (469) (3,099)
_60 _(0) _11 —
(326 (1340 (394) (3.099)

(Million Baht)

Consolidated
For each of the Three-Month Periods  For each of the Six-Month Periods
Ended June 30 " Ended June 30
2005 2004 2005 2004
115 660 (122) 1,543
581 1,555 1.212 3218
096 2,215 L1.090 4,761
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Net present value of cashflows lower
than investments in reccivables (reversal
for non-performing restructured loans)
Transferred assets lower
than investments in receivables

Total

ASSETS PLEDGED AS COLLATERAL

Assels pledged as collateral consisted of:

Deposits

Government bonds
State enterprise bonds
Foreign bonds

Total

The Bank_

For each of the Thrcc-Monm Periods

(Million Baht)

For each of the Six-Month Periods

Ended June 30

2005 2004
89 458
529 1212
018 1670

Ended June 30,
2005 2004
(168) 973

863 2,527
695 3,300

(Million Baht)

Consolidated and The Bank

June 30, 2005

December 31, 2004

1,098
6,726
3,859
5.527

17,210

6,733

The Bank bas pledged these assets as collateral for derivatives, for electricity consumption, for court collateral and for

repurchasc agreements.
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CONTINGENCIES

Contingencies consisted of:

Avals on bills

Letters of indemnity-
borrowing

Other guarantees

Letters of credit

Exchange rate agreements
Purchase agreements
Sale agreements

Interest rate agreements
Purchase agreements
Sale agreements

Credit Default Swap

Unused credit line of
overdraft

Others

Total

Baht

388

36,207
631

12,962
4,733

43,025
43,025

114,488
315
235,786

June 30, 2005

Consolidated

Foreign Currency Total Baht
- 338 340
208 220 34
4,806 41,013 31,494
13,274 13,905 626
101,433 114,395 13,093
230,982 235,715 4,695
30,216 73,241 30,510
24,471 67,496 30,510
8,053 8,053 -
- 114,488 110,224
6,116 6,431 272
419,559 675,345 221,798
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(Million Baht)

December 31, 2004

Foreign Currency

243
4210
13,477

64,575

192,112

24,097
20,165
5,468

277
35,704
14,103

77,668
196,807

54,607
50,675
5,468

110,224

6.095
231,968




(Million Baht)

The Bank
June 30, 2005 | December 31, 2004
Baht Foreign Currency  Total Baht Foreign Currency  Total

Avals on bills 388 - 388 340 - 340
Letters of indemnity- .

borrowing 12 208 220 34 243 277
Other guarantees 36,202 4,683 40,885 31,494, 4,096 35,590
Letters of credit 631 13,274 13,905 626 13,477 14,103
Exchange rate agrecments

Purchase agreements 12,962 101,433 114,395 13,093 64,575 77,668

Sale agreements 4,733 230,982 235,715 4,695 192,112 196,807
Interest rate agreements

Purchase agrecments 43,025 30,216 73,241 30,510 24,097 54,607

Sale agreements 43,025 24,471 67,496 30,510 20,165 50,675
Credit Default Swap - 8,053 8,053 - 5,468 5,468
Unused credit line of

overdraft 114,488 - 114,488 110,224 - ] 16,224
Others 315 6,116 6431 272 5.823 6.095

Total ' 255,781 419436 675217 221,798 330,056 551854

Under normal business operations, the Bank is a defendant in various litigation against the Bank. These include cases of
wrongful acts brought against the Bank, with total claims amounting to Baht 4,046 miilion and Baht 1,628 million as of
June 30, 2005 and December 31, 2004, respectively. The Management belicves that any liability resulting from this

litigation will not be material to the Bank's financial position or on the results of operations.
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30 RELATED PARTY TRANSACTIONS

1. Loans and contingencies made to executive officers and to business entities where the Bank and its subsidiaries, their

directors or executive officers, holds 10% or more of their paid-up capital are summarized as follows:

(Million Baht)
Consolidated
June 30, 2005 December 31, 2004
End of Period End of Year
Loans
1. Executive officers 17 20
2. Business entities where the Bank and subsidiaries,
their directors or executive officers,
hold 10% or more of the paid - up capital(') 1,138 1,192
Total L1535 1,212
Contingencies
1. Executive officers - -
2. Business entities where thé Bank and subsidiaries,
their directors or exccutive officers,
hold 10% or more of the paid - up capital 53 74
Total 53 14

(Million Baht)

The Bank
June 30, 2005 December 31, 2004
End of Period End of Year
Loans
1. Executive officers 17 20
2. Business entities where the Bank,
its directors or executive officers,
hold 10% or more of the paid - up capitalm 11,528 16,117
Total 11,545 16,137
Contingencies
1. Executive officers - -
2. Business entities where the Bank,
its directors or executive officers,
hold 10% or more of the paid - up capital 55 76
Total _ 55 16

G . . . - . . .
) Transactions occurring between the Bank and related busincss entities are charged at market price as with other normal business.
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2. Related Party

Relationships between the Bank and other business entities where contro! exists consisted of:

Company Name

Phethai Asset Management Co., Ltd.
Ploy Asset Management Co., Ltd.
Progress Land and Buildings Co., Ltd.
Kasikorn Factoring Co.,Ltd.

Kasikorn Research Center Co., Ltd.
Kanpai Co., Ltd.

Progress Plus Co., Ltd.

Progress Facilities Management Co., Ltd.

Progress Management Co., Ltd.
Progress Software Co., Lid.
Kasikorn Leasing Co., Ltd.
Progress Storage Co., Ltd.

Progress Service Co., Ltd.

Progress H R Co., Ltd.

Kasikorn Securities Public Co., Ltd.
Progress Appraisal Co., Ltd.

Kasikorn Asset Management Co., Ltd.

Thai Administration Services Co., Ltd.*

Type of

Relationshi

Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

Subsidiary

Subsidiary

% Shareholding

June 30,
2005
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.98%
99.97%
99.93%
99.91%
99.84%
71.42%

December 31,

g

2004

99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.99%
99.98%
99.97%
99.93%
99.91%
99.84%

71.42%

51.00%

Type of share

Ordinary share
Ordinary share
Ordinary sharc
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share

Ordinary share

Ordinary share

* On January 30, 2005, the Bank sold its investment in Thai Administration Services Co., Ltd.
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Type of Business

Assct Management
Assct Management
Property Development
Lending
Service
Service
Service
Service
Service
Service
Service
Service
Service
Service
Securities Business
Service
Mutual Fund
Management

Service




3. Significant transactions occurring between the Bank and related parties are summarized as follows:

Loans

Subsidiary Companies

- Phethai Asset Management Co., Ltd.

Beginning balance
Addition (Deduction)
Ending balance
Ploy Asset Management Co., Ltd.
Beginning balance
Deductions
Ending balance
Accrued interest receivables
Subsidiary Companies
Phethai Assct Management Co., Ltd.
- Ploy Asset Management Co., Ltd.
Deposits
Subsidiary Companies
- Phethai Asset Management Co., Ltd.

- Ploy Asset Management Co., Ltd.

Interest income
Subsidiary Companies
- Phethai Asset Management Co., Ltd.

- Ploy Asset Management Co., Ltd.

(Million Baht)
The Bank

June 30, 2005 December 31, 2004

7,440 11,850
980 4.41]
8,420 7,440
5,665 8,005
(5,665) (2,340)
—— —_5-!@

4 .
- 5
65 160
15 24
(Miltion Baht)
The Bank

For Each of the Three-Month Periods Ended June 30

2005 2004

(Unaudited)

(Reviewed)
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(Million Baht)
The Bank
For Each of the Six-Month Periods Ended June 30

2005 2004
(Audited)
Interest income
Subsidiary Companies
- Phethai Assct Management Co., Ltd. 39 54
- Ploy Asset Management Co., Ltd. 12 36

In March 2005, Ploy Asset Management Company Limited has sold the entire assets lo the Bank and Phethai Asset

Management Company Limited on the mutually agreed basis as follows:

Assets sold to the Bank

{Million Baht)

Allowance for

Type of Assets of Ploy - AMC Cost Doubtful Accounts Book Value Selling Price
Pass and Special mention loans 5,599 2,382 3,217 3,215
Assets sold to the Phethai - AMC
(Million Baht)
Allowance for

Type of Assets of Ploy - AMC Cost Doubtful Accounts Book Value Sclling Price
Investment in loans 3,338 1,986 1,352 1,352
Doubtful loans (Non-
performing loans) : 2,429 1,715 714 678
Properties foreclosed 3,219 243 2,976 3,014
Other assets .33 o 33 33

Total 2,019 3,944 3.075 2,077

Ploy Asset Management Company Limited will register operation discontinuance to the Commerce Ministry within

year 2005 and will further proceed on liquidation.

Loans to Phethai Asset Management Company Limited are 3-month bills with intcrest rates cquz-xl to the interest ratc of
a 3-month fixed deposit, pledged as collateral. As of June 30, 2005 and December 31, 2004 the pledged deposits were

Baht 65 million and Baht 160 million, respectively.

As at June 30, 2005 and December 31, 2004, the Bank has provided an allowance for doubtful accounts for Phethai
Asset Management Company Limited, classified as normal loans, amounting to Baht 84 million and Baht 74 million,

respectively.
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As at June 30, 2005, the Bank has no loans to Ploy Asset Management Company Limited, so there is no allowance for
doubtful accounts while as at December 31, 2004, the Bank has provided an allowance for doubtful, classified as

normal loans, amounting to Baht 57 million.

Income and expenscs shared between the Bank, Phethai Asset Management Company Limited and Ploy Asset

Management Company Limited are charged at cost, except for fee income, which is charged at market price.

The Bank has provided an allowance for doubtful accounts for related business entities using the same method as for

general customers and in accordance with the BoT regulations.

Additional transactions occurring between the Bank and related business entitics, which are charged at market price as
with other normal business or the price as stipulated in the agreement, are as follows:

4.1 Assets, liabilities and contingencics shared berwcen the Bank, its subsidiary and associated companics arc

summarized as follows:

(Million Baht)
Co‘nsolidated The Bank
June 30, December 31 June 30, December 31,
2005 2004 2005 2004
Loans
Subsidiary Companies
- Kasikorn Factoring Co., Ltd. - - 1,970 1,820
- Thai Administration Services Co., Lid. - 36 - 36
Other Assets
Subsidiary Companies

- Kasikorn Asset Management Co., Ltd. - - 17 24
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Deposits

Subsidiary Companies

Kasikorn Research Center Co., Ltd.

Progress Appraisal Co., Ltd.

Progress Land and Buildings Co., Ltd.

Progress Software Co., Ltd.

- Progress Plus Co., Ltd.

- Progress Facilities Management Co., Ltd.

- Progress Service Co., Ltd.

- Progress Management Co., Ltd.

Kasikorn Factoring Co., Ltd.
- Kanpai Co., Ltd.
- Thai Administration Service Co., Ltd.

- Progress Storage Co., Ltd.

Kasiokorn Leasing Co., Ltd.

Kasikorn Asset Management Co., Ltd.
Associated Companies
- Processing Center Co., Ltd.

Interbank and Money Market [tems (Liabilities)

Subsidiary Company
- Kasikorn Securities Public Co., Ltd.
Other Liabilities
Subsidiary Companies
- Progress Software Co., Ltd.
- Progress Plus Co., Ltd.
- Progress Appraisal Co., Ltd.
Contingencies
Subsidiary Company
- Thai Administration Services Co., Ltd.
Associated Companies

- E.S. Industry Co., Ltd.
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(Million Baht)

Consolidated The Bank
June 30, December 31, June 30 December 31
2005 2004 2005 2004
- 18 12 18
34 31 34 31
- - 66 109
2 20 2 20
11 14 1 14
16 18 16 18
17 28 17 28
11 13 11 13
- - 69 103
17 14 17 14
- 15 - 15
10 10 10 10
- 60 52 60
- - 12 12
44 26 44 26
- - 106 2
48 43 48 43
7 i4 7 14
10 4 10 4
- 22 - 22
16 16 16 16




Certain subsidiaries and associated companics have entered into 2-year building lcase agreements. Rentals are charged
at cost. As of June 30, 2005 and December 31, 2004, the Bank and its related parties have rental agreements with

remaining tenures amounting to Baht 6 million and Baht 12 million, respectiv.e]y.

For the first half of year 2005, the Bank had sold government bonds to Kasikorn Securities Public Co., Ltd in the

amount of Baht 2,823 million.

4.2 Revenue and expenses occurring between the Bank, its subsidiary and associated companies are summarized as

follows:
(Million Baht)
Consolidated The Bank
For Each of the Three-Month Periods For Each of the Three-Month Periods
Ended June 30 Ended June 30
2005 2004 2005 2004
Subsidiary Companies
Revenue:
Interest income - - 15 10
Dividend income 33 50 33 50
Fee income - - 47 27
Expenses:
Other expenses 264 238 278 237
Associated Companies
Expenses:
Other expenses 12 9 12 9
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Consolidated

For Each of the Six-Month Periods

The Bank

For Each of the Six-Month Periods

(Million Baht)

Subsidiary Companies
Revenue:
Interest income
Dividend income
Fee income
Other income
Expenses:
Other expenses
Associated Companies
Expenses:

Other expenses

Ended June 30

2005

33

463

21

004

575

18

Ended June

2005 2004
29 20
185 316
87 55
11 17
489 575
21 18

4.3 Assets, liabilities and contingencies shared between the Bank and other business entities in which the directors, key

executive officers and close members of their families have significant influence were summarized as follows:

Loans
-TT & T Public Co., Ltd.

- Bangkok Glass Industry Co., Ltd.

- Charoen Pokhaphand Feedmill Public Co., Ltd.

- Thanakom Vegetable Oil Products Co., Ltd.
- Siam Container Pipe Co., Ltd.

- Siam Food Products Public Co., Ltd.

- Loxley Public Co., Ltd.

- Indo Worth (Thailand) Ltd.

- Yip In Tsoi & Jacks Ltd.

- Manager Media Group Public Co., Ltd.

- Thai British Security Printing Public Co., Ltd.

- Jutha Maritime Public Co., Ltd.

- Quality House Co., Ltd.
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Consolidated and The Bank

June 30, 2005

227
210
135

39

35

2,271
813
290
271
227
130
115

72
45
35
26

10

(Million Baht)

December 31, 2004




(Million Baht)
Consolidated and The Bank

June 30,2005 December 31, 2004
Deposits
-TT & T Public Co., Ltd. 1,006 731
- Muang Thai Life Assurance Co., Ltd. 344 332
- Sermsuk Public Co., Ltd. 354 238
- Loxley Public Co., Ltd. 53 . 135
- Com - Link Co., Ltd. 194 128
- Mitsubishi Elevator Asia Co., Ltd. 78 92
- Globex securities Co., Ltd. 36 79
- Thai British Security Printing Public Co., Ltd. 1 75
- Siam Motors Parts Co., Ltd. 25 53
- Siam Food Products Public Co., Ltd. 25 44
- Point Asia Dot Com (Thailand) Ltd. 38 38
- Dole Thailand Co., Ltd. : 25 35
- Samart Corporation Public Co., Ltd. : 3 33
- Sermsuk Beverage Co., Ltd. 44 32
- Bangkok Glass Industry Co., Ltd. 44 32
- Smithihada Co., Ltd. 34 30
- Charoen Pokhaphand Feedmill Public Co., Ltd. 17 25
- Ruam Samphant Co., Ltd., 18 24
- CS Loxinfo Pubtic Co., Ltd. 10 24
- Suludee Co., Ltd. ' 32 23
- Aspac Oil (Thailand) Co., Ltd. 33 20
- Tueetramote Co., Ltd. | 18 19
- Nithi Thamrong Co., Ltd. 19 14
- Loxley Property Development Co., Ltd. 10 ‘ 10
- Phatra Real Estate Public Co., Ltd. 19 -
- Architects 49 Co., Ltd. 11 . 9
- Loxley International Co., Ltd. 10 6
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(Million Baht)
Consolidated and The Bank
June 30, 2005 December 31, 2004

Contingencies

- Siam Food Products Public Co., Ltd. 223 409
- Loxley Public Co., Ltd.  * 217 390
- Bangkok Glass Industry Co., Ltd. 74 173
- Dole Thailand Co., Ltd. 137 91
- Thai British Security Printing Ltd. 40 81
- Loxley Trading Co., Ltd. 74 30
- Com - Link Co., Ltd. 62 62
-TT & T Public Co., Ltd. 58 58
- Yip In Tsoi & Jacks Ltd. 50 50
- Smart Telcom Public Co., Ltd. 41 44
- Charoen Pokhaphand Fecdmill Public Co., Lid. 1,409 39
- Thanakorn Vegetable Oil Products Co., Ltd. 22 37
- SermSuk Public Co., Ltd. 17 17

4.4 Assets, liabilities and contingencies shared between the Bank and its directors and key executive officers or the
Bank's employees in which such persons have authority and responsibility for ptanning, directing and controlling

the activities of the Bank are summarized as follows:

{Million Baht)
Consolidated and The Bank

June 30, 2005 December 31, 2004
Loans 28 31
Deposits 1,249 1,039

BENEFITS OF DIRECTORS' AND EXECUTIVES

The Bank and its subsidiary companies have not paid other benefits to directors and executives except for the benefits
that are normally paid such as directors’ fee, directors’ bonus (if any) and income tax, cxecutives' salary and bonus

(if any).
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LONG-TERM LEASE AGREEMENTS

Lease Agreement

The Bank and its subsidiary companies have entered into land/building lease a;grecments for branch offices and vehicle
lease agreements. As of June 30, 2005 and December 31, 2004 the Bank and its subsidiary companies were committed

to pay future rentals, which are summarized as follows:

{(Million Baht)

Consolidated The Bank
Type of Lease Agreement Reimaining of Period June 30, 2005 June 30, 2005
Land/building lease agreements July 1, 2005 - October 17, 2027 478 478
Vehicle lease agreements July 1, 2005 - May 31, 2009 404 379
Total ‘ 882 857
(Million Baht)
Consolidated The Bank
Type of Lease Agreement Remaining of Period December 31, 2004 December 31, 2004
Land/building lease agreements January 1, 2004 — October 17, 2027 518 518
Vehicle lease agreements January 1, 2004 - December 17, 2008 468 452
Total 236 270

Service Agreement
On November 12, 2002 the Bank entered into an Information Technology Service Agreement with IBM Thailand Co.,
Ltd., under which service will be provided until December 31, 2012 and for which as of June 30, 2005 and December

31,2004, the Bank is committed to pay a total service fee of Baht 7,732 million and Baht 8,220 million respectively.

REDUCTION IN RETAINED DEFICIT

On April 2, 2004, the Annual General Meeting of shareholders passed a resolution to reduce the retained deficit in the
amount of Baht 63,148 million through the transfer of Baht 26,675 million from other reserves, the transfer of Baht
800 million from legal reserves, Baht 5,520 million from the premium on expired warrants and Baht 32,153 million
from the premium on ordinary shares. There was no change in the total amount of sharcliolders’ equity and the Bank's

capital funds, effective as of January 1, 2004,

SUBSEQUENT EVENTS

On July 12, 2005, the Bank registered a change in its paid-up capital as a result of the increase in paid-up capital of
1,769,226 shares at Baht 10 par value, totaling Baht 17,692,260 from the exercise of warrants for ordinary shares,
which were issued and offered for sale to Bank employees, except for directors. Therefore as of July 12, 2005, the

Bank had total paid-up share capital of Baht 23,725,430,910.
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35

CHANGE OF ACCOUNTING POLICY
Change of Accounting Policy for Deferred Tax

In December 2004, the Bank and its subsidiaries changed their accounting policy for deferred tax. Deferred tax was
recognized in respect of temporary differcnces between the carrying amount of an asset or liability and its tax base, and a

deferred tax asset was only recognized to the extent that the asset was expected to be realized in the future.

Accounting for deferred tax is an accepted accounting policy internationally. The deferred tax method requires the
estimated figure of future benefited deferred tax assets. The Bank notes that othcrvThai commercial banks have not
generally adopted deferred tax accounting. In order to conform with their conservative concept, the Bank has decided to
change the Bank’s accounting policy and from December 2004 deferred tax will no longer be recognized in the financial
statements. The Bank is of the opinion that this change in policy will facilitate comparison of the Bank's results and assets
with other Thai commereial banks and that the new policy is, therefore, a more appropriate presentation of the financial

statements in the context of current business practices in the banking sector in Thailand.

This change in accounting policy has been applied retrospectively. The comparative financial statements for each of the

three-month and six-month periods ended June 30, 2004 have been restated in accordance with the new policy.

The estimated effects of the change in accounting policy in both consolidated and Bank financial statements are

summarized as follows:

(Million Baht)
Consolidated The Bank
June 30, December 31 June 30 December 31,
2005 2004 2005 2004

Decrease in investments in subsidiaries and

associated companies - - 37 39
Decrease in deferred tax assets . 2,704 3,275 2,663 3,232
Decrease in deferred tax liabilities 3,325 3,038 3,325 3,038
Increase in appraisal surplus on asscts revaluation 3,029 2,629 3,029 2,629
Increase in revaluation surplus on investiments 229 286 229 286
Decrease in retained earnings 2,633 3,148 2,633 3,148
Decrease in minority interests 4 4 - -

Cousolidated The Bank
2005 2004 2005 2004

For Each of the Three-Month Periods Ended June 30,
Increase in share of profit from investments on

equity method - - 1 -
Decrease in share of loss from investments on equity

method ) . - - - 1
Increase(decrease) in income tax credit 32 (10) 31 (1)
Increase(decrease) in net income 32 (10) 32 (10)

Increase in basic carnings per sharc (Baht) 0.01 - 0.01 -
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Consolidated The Bank

2005 2004 2005 2004
For Each of the Six-Month Periods Ended June 30,
Increase (decreasc) in share of profit from investments
on equity method ) - - 2 (2)
Decrease in income tax credit 2,668 23 2,670 21
Decrease in net income 2,668 23 2,668 23
Decrease in basic earnings per share (Baht) 1.13 001 1.13 0.0]

The deductible temporary differences which results in deferred tax assets are mainly from the allowance for impairment of
available-for-sale investments, propertics foreclosed and other assets in addition to the provision for liabilities not

deductible for tax purposes untif actually paid.

THE FINANCJIAL POSITION AND RESULTS OF OPERATIONS DIFFERENTIATED BY DOMESTIC
AND OVERSEAS BUSINESS

The financial position and results of operations diffcrentiated by domestic and forcign business can be summarized
as follows:

1. Financial Position Classified by Types of Business

(Million Baht)
Consolidated

June 30, 2005

Domestic Foreign Eliminated

Business Business Total Transactions Tota}
Total assets 829,765 32,643 862,408 (21,625) 840,783
Interbank and money market items - net (assets) 73,894 10,380 84,274 - 84,274
Investments — net i 86,175 21,407 107,582 - 107,582
Loans 604,658 345 605,003 - 605,003
Deposits 695,070 68 695,138 - 695,138
Interbank and money market items (liabilitics) 19,900 - 19,900 - 19,900
Borrowings 20,247 8,212 28,459 - 28,459
Contingencies 682,757 9,657 692,414 (17,069) 675,345
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(Million Baht)
Consolidated

"~ December 31,2004

Domestic Foreign Eliminated

Business Business Total Transactions Total
Total assets ) 814,308 29,729 844,037 (19,485) 824,552
Interbank and money market items - net (asscts) 68,663 7,587 76,250 - 76,250
Investments - net 88,763 21,372 110,135 - 110,135
Loans 592,220 368 592,588 - 592,588
Deposits 705,506 64 705,570 - 705,570
Interbank and money market items {liabilities) 11,525 - 11,525 - 11,525
Borrowings 15,843 7,768 23,611 - 23,611
Contingencies 561,086 7,275 568,361 (16,393) 551,968

(Miltion Baht)
The Bank

June 30, 2005

Domestic Foreign Eliminated

Business Business Total Transactions Total
Total asscts 829,218 32,643 861,861 (21,625) 840,236
Interbank and money market items-nct (assets) 73,904 10,380 84,284 - 84,284
Investments - net 93,180 21,407 114,587 - 114,587
Loans 595,351 345 595,696 - 595,696
Deposits ‘ 695,504 68 695,572 - 695,572
Interbank and money market items (liabilities) 19,475 - 19,475 - 19,475
Borrowings 20,247 8,212 28,459 - 28,459
Contingencies 682,757 9,529 692,286 (17,069) 675,217
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Total assets

Interbank and money market items-net (assets)
Investments - net

Loans

Deposits

Interbank and money market items (liabilities)
Borrowings

Contingencies

The Bank

(Million Baht)

E December 31, 2004

Domestic Forcign Eliminated

Business Business Total Transactions Total

813,698 29,7-29 843,427 (19,485) 823,942
68,597 7,587 76,184 - 76,184
95,618 21,372 116,990 - 116,990

577,749 368 578,117 - 578,117

705,921 64 705,985 - 705,985
11,165 - 11,165 - 11,165
15,843 7,768 23,611 - 23,611

560,972 7,275 568,247 (16,393) 551,854

2. Results of Operations Classified by Types of Business

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend °

Non-interest income
Non-interest expense

Income before income tax

Consolidated

(Million Baht)

For the Three-Month Periods Ended June 30, 2005

Domestic 'Foreign Eliminated

Business Business Total Transactions Total
9,427 212 9,639 (87 9,552
1.525 269 1,794 @7 1707
7,902 (57 7,845 - 7,845
2,414 279 2,693 - 2,693
5.601 (44) 3.557 = 33557
4115 206 4,981 — 4,981

(Million Baht)
Consolidated
For the Three-Month Periods Ended June 30, 2004

Domestic Foreign Eliminated

Business Business Total ' Transactions Total
8,056 163 8,219 (98) 8,121
1552 276 1,828 98) 1730
6,504 (113) 6,391 - 6,391
1,573 261 1,834 - 1,834
4955 32 4.987 - 4.987
3.122 116 3,238 —_ 3238
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Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-intercst expense

Income before income tax

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

The Bank

(Million Baht)

For the Three-Month Periods Ended June 30, 2005

Domestic Foreign Eliminated
Business Business Total Transactions Total
9,296 212 9,508 (87) 9421
1,524 269 1793 (87 1706
7,172 (57) 7,715 - 7,715
2,264 279 2,543 - 2,543
2.363 (44) 2319 - 5319
{Million Baht)
The Bank
For the Three-Month Periods Ended June 30, 2004
Domestic Foreign Eliminated
Business Business Total Transactions Total
7,729 163 7,892 (98) 7,794
1550 276 1.826 8 1,728
6,179 (113) 6,066 - 6,066
1,842 261 2,103 - 2,103
4.946 32 4978 - 4978
3015 116 3191 —_ 3,191
(Million Baht)
Consolidated

For the Six-Month Periods Ended June 30, 2005

Domestic Foreign
Business Business Total
18,067 380 18,447
-3.039 301 _3.540
15,028 (121) 14,907
5,224 404 5,628
10,417 27 10.390
2,835 210 10,145
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Transactions Total
(asn 18,290
(157) 3383
- 14,907
- 5,628
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(Million Baht)

Consolidated

For the Six-Month Periods Ended June 30, 2004

‘ Domestic Foreign Eliminated
Business Business Total Transactions Total
Interest and dividend income 15,939 260 16,199 (142) 16,057
Interest expense 3,261 485 _3.746 142 3,604
Net income (expense) from interest and dividend 12,678 (225) 12,453 - 12,453
Non-interest income 4,785 416 5,201 - 5,201
Non-interest expense 9971 _43 10,014 - 10,014
Income before income tax 1,492 148 1,640 — 1,649
(Million Baht)
The Bank
For the Six-Month Periods Ended June 30, 2005
Domestic Foreign Eliminated
Business Business Total Transactions Total
Interest and dividend income 17,587 380 17,967 (157) 17,810
Interest expense _3.036 501 3537 asn _3.380
Net income (expense) from interest and dividend 14,551 (121) 14,430 - 14,430
Non-interest income ' 4892 404 5,296 - 5,296
Non-interest expense 9,699 27 _9.672 - 9,672
Income before income tax 9,744 310 10,054 - 10,054
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The Bank

(Million Baht)

For the Six-Month Periods Ended June 30 2004

Domestic Foreign Eliminated

Business Business Total Transactions Total
Interest and dividend income 15,188 260 15,448 (142) 15,306
Interest expense 3259 485 3,744 (142) _3.602
Net income (expense) from interest and dividend 11,929 (225) 11,704 - 11,704
Non-interest income 4911 416 5,327 - 5,327
Non-interest expense 9,438 _43 9481 - 9481
Income before income tax _7,402 148 _1,55Q . _1.550

FINANCIAL INSTRUMENTS

A financial instrument is any contract that gives rise to both a financial asset of one enterprise and a financial liability

or equity instrument of another enterprise.

Credit risk

Credit risk refers to the risk that a counterparty or a borrower may default on its contractual obligations and
agreements. Such default may be caused by the counterparty’s inability to pay due to financial encumbrances or

their intention not to abide by the contractual agreements, resulting in a loss to the Bank.

The Bank has implemented credit risk management processes to measure and control credit risk. Through the use
of credit risk rating tools for assessing customers’ credit risk rating, the Bank is capable of granting better quality
loans. In addition, for retail customers, the Bank used credit scoring as a tool to determine an appropriate return
given the risk level of each loan. In addition, the Bank is able to allocate credit concentration to various business

sectors and industries, so as to diversify credit risk as a whole.

In the credit approval process, the Bank considers the customer’s ability to repay and the loan objectives as key
factors in the approval of credit and may obtain sufficient collateral or other securities, where appropriate, as a
means of mitigating the risk of financial losses from default. To maximize the effectiveness of the credit approval
process, credit analysis and approval functions are scparated from the units responsible for maintaining customer
relationships. The Bank also has processes for regularly reviewing customers’ credit rating and performance on

all approved transactions. For non-performing loans (NPL), the Bank has closely and continuously monitorcd,

resolved and/or restructured them to retain maximum benefits for the organization.

Of the “loans” item shown in the balance sheet, the Bank's maximum credit loss is the carrying amount of net

loans after deduction of applicable provision for losses without considering the value of collateral. In addition,

credit risk may arise from off-balance sheet items or contingencies.
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Market risk

Market risk is any risk due to changes in interest rates, forcign exchange rates or securities prices that will have an
effect on the Bank's funding costs, investment position or foreign currency position, resulting in possiblie loss to
the Bank. Market risk for the Bank can be categorized as interest rate risk, forcign exchange risk and equity

position risk.

1. Interest rate risk

Interest rate risk refers to any risk that arises from changes in intercst rates which may affect the value of the
Bank's financial instruments or may cause volatility in the Bank's eamnings or fluctuations in the value of the
Bank's financial assets and liabilities, both ia the current reporting period and in future years. Interest rate
risk also arises from the structure and characteristics of the Bank's assets, liabilities and equitics.

Most of the Bank's credit is based on the Bank's floating interest rates (MLR, MOR and MRR). Deposit
interest rates are in line with the announcements made by the Bank. As a result, the interest rate risk {aced
by the Bank is generally low. However, the Bank actively manages such risk by adjusting its asset and
liability structure in order to maximize returns under the acceptable risk levels in order to the best fit current
market conditions and trends. Management of interest rate risk is under the supervision of the Bank's Asset

and Liability Management Sub-Committee.

An analysis of loans (including financial institutions) at fixed and floating interest rates (MLR, MOR and MRR) was

as follows:
(Million Baht)
Consolidated The Bank
June 30, 2005 December 31, 2004 June 30, 2005 December 31, 2004
Fixed intercst rate 190,277 168,787 188,397 169,880
Floating interest rate ‘ 423,313 425,522 415,886 409,958
Total Loans (including financial institutions) 613,590 594,309 604,283 579,838
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The following are interest-bearing financial assets and liabilities of the Bank and its subsidiaries, the avcrage balances

of which are calculated by using beginning and ending balances. The average interest and dividend rates represent the

six-month period ended June 30, 2005 and for the year ended December 31, 2004 are as follows:

Interest-bearing Financial Assets

Interbank and money market items

Securities purchased under resale agrecments

Investments

Loans
Total
Interest-bearing Liabilities
Deposits
Interbank and money market items
Securities sold under repurchase agreements
Borrowings

Total

Interest-bearing Financial Assets

Interbank and money market items

Securitics purchascd under resale agreements

Investments
Loans
Total
Interest-bearing Liabilities
Deposits
Interbank and moncy market items
Securities sold under repurchase agreements
Borrowings
Total

June 30, 2005

Interest and

Consolidated

Deccember 31, 2004

(Million Baht)

Interest and

Dividend Dividend
Average Income/ Average Average Income/ Average
Balance Expense Rate (%) Balance Expense  Rate (%)
80,275 847 2.1 90,893 1,146 1.26
15,900 260 3.27 25,555 381 1.49
112,105 2,304 4,11 126,820 3,760 297
598,796 14,879 4.97 370,253 27.712 4.86
§072,076 18,290 4.53 813,521 32,999 4.06
700,354 2,625 0.75 695,258 5,548 0.80
15,712 163 2.08 9,313 221 2.37
1,941 2 0.21 2,356 9 0.38
26,035 593 4.56 41,726 1.255 3.01
744,042 3,383 0.91 148,653 2,033 094
(Million Baht)
The Bank
June 30, 2005 December 31, 2004
Interest and Interest and
Dividend Dividend
Average Income/ Average Average Income/ Average
Balance Expense Rate (%) Balance Expense  Rate (%)
80,283 846 2.11 90,721 1,144 1.26
15,720 260 3.31 25,375 381 1.50
118,027 2,292 2.88 130,592 3,731 2.86
586,907 14,412 4.91 554,104 25978 4.69
800,937 17.810 4.45 800,792 3,234 390
700,778 2,625 0.75 695,603 5,548 0.80
15,320 160 2.09 9,030 214 2.37
1,941 2 0.21 2,357 9 0.38
26,035 _ 593 4.56 41,726 1,255 3.01
244,074 3,380 0.91 748,116 1026 094
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Financial assets and liabilities, classified by maturity of interest repricing, as of June 30, 2005 and December 31, 2004

are shown below:

Financial Assets

Cash

Interbank and money market
Items

Securities purchased under
resale agreements

Investments

Loans

Accrued interest receivable

Customers' liability under
acceptances

Accrued income receivable

Other assets

Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market
items

Liabilities payable on demand

Borrowings

Bank’s liability under
acceptances

Accrued interest payable

Other liabilities

Total Financial Liabilities

Or-balance sheet items

(Million Baht)
Consglidated
June 30, 2005

Immediate Less than 6 months I Year Over  Non-interest Stop
Repricing 6 months tol Year 105 Years 5 Years Bearing Accrucd Total
- - - - - 13,050 - 13,050
10,285 60,863 10,529 - - 2,680 - 84,357
- 12,400 - - - - - 12,400
17,152 17,701 20,519 38,273 8,237 5,475 2,539 109,396
391,702 86,880 10,468 22,256 9,534 1,454 82,709 605,003
- - - - 1,788 - 1,788
- - - - - 740 - 740
- - - - - 1,737 - 1,737
- - - - 4,031 - 4,031
419,139 177.844 41,516 60,529 17,771 30,955 85,248 833,002
395,276 233,979 22,244 4,660 - 38,979 - 693,138
1,902 13,124 508 200 615 3,551 - 19,900
- . - - - 5,843 - 5,843
- - 8,248 - 20,212 - - 28,460
- - - - - 740 - 740
- - - - - 1,021 - 1,021
- - - - - 3714 - 3,714
397.178 247.103 31,000 4,860 20.827 53,848 - 754,316
21,961 {69,259) 10,516 35,669 (3.056) (2239%) 85,248 18,136
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Financial Assets

Cash

Interbank and money market

[tems
Securities purchased under
resale agreements
Investiments
Loans
Accrued interest receivable
Customers' hiability under
acceptances
Accrued income receivable
Other assets
Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market

items
Liabilities payable on
Borrowings
Bank's liability under
acceptances
Accrued interest payable
Other liabilities
Total Financial Liabilities

On-balance sheet items

Consolidated

Deceinber 31, 2004

(Million Baht)

Immediate Lessthan 6 months 1 Year Over  Non-interest  Stop
Repricing 6 months tol Year to 5 Years 3 Years Bearing Accrued Total
- - - - - 13,536 - 13,536
4,263 65,404 3,516 20 - 3,062 - 76,265
19,040 - - - - - 19,040
16,457 14,177 7,646 56,247 7,537 8,335 3,985 114,384
376,499 71,698 4,358 29,884 10,525 1,276 98,349 592,589
- - - - - 2,455 - 2,455
- - - - - 743 - 743
- - - - - 1,818 - 1,818
- - - - - 4348 - 4,348
397219 170319 15,52¢ 86,151 18,062 35,573 102,334 825,178
384,552 255,939 21,017 6,113 - 37,949 - 705,570
593 3,432 3,246 200 615 3,439 - 11,525
- - - - - 7,426 - 7,426
- - 3,843 - 19,768 - - 23,611
- - - - - 743 - 743
- - - - - 1,097 - 1,097
- - - - - 6,049 - 6,049
385,145 259,371 28,106 6,313 20,383 56,703 - 756,021
12,074 (89,052) {12,586) 79,838 £2.321) 21,130 102,334 69,157
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Financial Assets

Cash

Interbank and money market

items
Securities purchased under
resale agreements
Investments
Loans
Accrued interest receivable
Customers' liability under
acceptances
Accrued income receivable
Other assets
Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market

items

Liabilities payable on demand

Borrowings

Bank's liability under
acceptances

Accrued interest payable

Other liabilities

Total Financial Liabilities

On-balance sheet items

The Bank

June 30, 2005

(Million Baht)

Immediate Lessthan 6 months 1 Year Over Non-interest  Stop

Repricing 6 months to ] Year t0 5 Years 5 Years Bearing Accrued Total
- - - - - 13,050 - 13,050
10,233 60,863 10,529 - - 2,742 - 84,367
- 12,400 - - - - - 12,400
17,152 17,089 20,102 38,204 8,237 15,188 804 116,776
391,702 94,424 10,681 22,193 9,534 1,453 65,709 595,696
- - - - - 1,254 - 1,254
- . . - - 740 - 740
. . R - - 1,641 - 1,641
. - - - - 3.726 R 3,726
419.087 184,776 41312 60,397 17,771 39,794 66,513 829,650
395,409 233,979 22,244 4,660 - 39,280 - 695,572
1,502 13,099 508 200 615 3,551 - 19,475
. - - - - 5,843 - 5,843
- - 8,248 - 20,212 - 28,460
- . - - - 740 - 740
. . . . - 1,021 . 1,021
. . . R - 3,574 - 3,574
396911 247,078 31,000 4,860 20,827 54,009 - 754,685
22,176 (62,302) 16,312 55,537 (3.056) (J4,215) £6,513 74,965
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{(Million Baht)
The Bank

December 31, 2004

Immediate Lessthan 6 months 1 Year ver  Non-interest  Stop
Repricing 6 months  to ] Year toS 5 Years Bearing accrued Total

Financial Assets
Cash - - - - - 13,536 - 13,536
Interbank and money market

items 4,182 65,404 3,516 20 - 3,077 - 76,199
Securities purchased under

resale agreements - 19,040 - - - - - 19,040
Investments 16,457 12,510 7,646 56,177 7,537 18,324 628 119,279
Loans 376,499 83,976 4,306 30,182 10,525 1,276 71,353 578,117
Accrued interest receivable - - - - - 1,318 - 1,318
Customers' liability under

acceptances - - - - - 743 - 743
Accrued income receivable - - - - - 1,736 - 1,736
Other assets - - - - - 3820 - 3,820
Total Financiai Assels 397,138 180,930 15,468 86,379 18.002 43,830 71,981 813,788
Financial Liabilities
Deposits 384,663 255,939 21,017 6,113 - 38,253 - 705,985
Interbank and money market

items 358 3,437 3,116 200 615 3,439 - 11,165
Liabilitics payable on demand - - - - - 7,426 - 7,426
Borrowings - - 3,843 - 19,768 - - 23,611
Bank’s liability under

acceplances - - - - - 743 - 743
Accrued interest payable - - - - - 1,096 - 1,096
Other liabilities - - - - - 5,824 - 5824
Total Financial Liabilities 385.021 259.376 27.976 6313 20.383 56,781 N 755,850
On-balance sheet items _12.117 (78,446) (12,508) 80,066 L2321 (42.951) 71,981 57,938
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Foreign exchange risk

Foreign exchange risk is the risk that occurs from changes in exchange rates which may affect the value of the Bank's

financial instruments or may cause volatility in the Bank's earnings or fluctuations in the value of the Bank's assets and

liabilities.

The Bank engages in foreign exchange related transar tions, which may create foreign exchange risk. However, the

Bank belicves that such risk is low, as most foreign currency transactions arc protected by customers’ underlying

transactions. The Bank’s policy is to minimize foreign exchange risk by closing its forcign exchange position on a daily

basis. Management of foreign exchange risk is under the supervision of the Asset and Liability Management Sub-

Committee.

The Bank and its subsidiaries’ foreign currency positions, as of June 30, 2005 and December 31, 2004, were as follows:

Assets
Cash
Interbank and money market
items - net
investments - net
Loans and accrued interest
receivables - net
Accrued income receivables
Other assets
Total assets
Liabhilities
Deposits
Interbank and money markel items
Liability on demand
Borrowing
Accrued interest payables
Other liabilities
Total labilities
Foreign currency position of
on-balance items-net
Off-balance sheet items-net
(Forward exchange contracts

and cross currency swaps)

Consolidated

June 30, 2005

(Million Baht)

Currency

US Dollars Yen Pounds Euro Qthers Total
148 12 9 95 40 304
73,537 41 23 107 77 73,785
43,864 336 - - - 44,200
23,942 1,063 37 1,121 288 26,451
1,023 3 - - - 1,026
765 3 21 24 _4 797
143,279 1,458 70 1,347 409 146,563
2,240 140 40 212 112 2,744
33 120 3 3 8 167
1,833 71 i3 109 106 2,132
8,212 - - - - 8,212
246 - - - - 246
988 _2 9 27 20 1,046
13,552 333 65 351 246 14,547
129,727 1,125 - 226 163 132,016
(127,995) (1,145) 21 (956) 74) (130,243)
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Assets

Cash

Interbank and money market
items - net

Investments - net

Loans and accrued interest
receivables - net

Accrued income receivables

Other assets
Total assets

Liabilities

Deposits

Interbank and money market items

Liability on demand
Borrowing
Accrued interest payables
Other liabilities
Total liabilities
Foreign currency position of
on-balance items-nct
Off-balance sheet items-net
(Forward exchange contracts

and Cross currency swaps)

Consolidated

Deccmbsﬂ 1, 2004

{Million Baht)

Currency
US Dollars Yen Pounds Euro Others Total

121 23 27 180 82 433
72,135 29 129 410 197 72,900
43,869 339 - - 53 44261
22,126 1,006 110 1,765 385 25,392
1,055 3 - - - 1,058
483 2 1 29 Al 526
139.789 1,402 267 2.384 728 144,570
3,419 139 43 113 143 3,857
22 6 3 1 9 41

3,618 65 58 451 158 4350
7,768 - - - - 7,768
233 - - - - 233

107 _1 _9 __8 _40 165
15,167 211 13 _573 350 16,414
124,622 1,191 154 L8l 378 128.156
(123,489) (1,178) (154) (L787) (597) 127,205)
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(Million Baht)
The Bank
Junc 30, 2005

Currency
US Dollar Yen Pounds Euro Qthers Total

Assets
Cash 148 12 9 95 39 303
Interbank and money market

items - net 73,537 41 23 107 77 73,785
Investments - net 43,364 336 - - - 44,200
Loans and accrued interest »

receivables - net 23,942 1,063 37 1,121 288 26,451
Accrued income receivables 1,023 3 - - - 1,026
Other assets 765 _ 3 1 _24 _ 4 797

Total assets 143.279 1,458 70 1,347 408 146,562
Liabilities
Deposits 2,240 140 40 212 112 2,744
Interbank and money market items 33 120 3 3 8 167
Liability on demand 1,833 71 13 109 106 2,132
Borrowing 8,212 - - - - 8,212
Accrued interest payables 246 - - - - 246
Other liabilities 985 2 7 27 _20 1.041

Total liabilities 13,549 333 63 351 246 14,542

Foreign currency position of

on-balance items-net 129,730 L1235

Off-balance sheet items-net

2
=
3
g
3
=

(Forward exchange contracts

and cross currency swaps) (127,995 (1,145 27 (936) (174) (130,243)
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Assets
Cash
Interbank and money market
items - net .
[nvestments - net
Loans and accrued interest
receivables - net
Accrued income receivables
Other assets
Total assets
Liabilities
Deposits
Interbank and money market items
Liability on demand
Borrowing
Accrued interest payables
Other liabilities
Total liabilities
Foreign currency position of
on-balance items-net
Off-balance sheet items-net
(Forward exchange contracts

and cross currency swaps)

3. Equity position risk

The Bank

December 31, 2004

(Million Baht)

Currency

US Dollar Yen Pounds Euro Qthers Total
121 23 27 180 82 433
72,135 29 129 410 197 72,900
43,869 339 - - 53 44261
22,126 1,006 110 1,765 385 25,392
1,055 3 - - - 1,058
483 2 1 29 11 526
139,789 1,402 267 2,384 728 144,570
3,419 139 43 113 143 3,857
22 6 3 1 9 41
3,618 65 58 451 158 4,350
7,768 - - - - 7,768
233 - - - - 233
105 _1 _4 _8 _40 158
15,165 21t 108 373 350 16,407
124,624 L191 159 L811L 378 128,163
(123,489) (1,178) (154) (1,787) (597 (127,205)

Equity position risk is any risk that arises from changes in the price of equities or common stock that may cause

volatility in the Bank's earnings or fluctuations in the value of the Bank's financial assets.

The Bank's policy is not to increase its equity investments, but to divest any equity position that is not directly

related to its main banking business. The Bank manages and monitors market situations closely in order to acquire

supportive information for proper management and retain maximum benefits for the Bank.




Liquidity risk

Liquidity risk is the risk that the Bank may not be able to meet its obligations as they fall due, because of inability to

realise its asscis or to cover funding requirements at an appropriate price which results in a loss to the Bank,

The Bank manages its liquidity position under the Bank of Thailand's liquidity reserve regulations and other applicable

regulations. The Treasury Department is accountable for managing the Bank's liquidity position by providing short-term

and long-term funding sources as well as investing in highly liquid assets in both domestic and foreign currencies, The

Bank also ensures that its liquidity position is suitable and sufficient for the current and foresecable market conditions.

The Asset and Liabilitics Management Sub-Committee supervise management of liquidity risk.

A maturity analysis of financial assets and liabilities and off-balance sheet items as of June 30, 2005 and December 31,

2004 was as follows:

Financial Assets

Cash
Interbank and money market itcms
Securitics purchased under

Resale agreements
Investments
Loans
Accrued interest receivables
Customers' liability under acceptance
Accrued income receivables
Other assets

Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market items
Liability payable on demand
Borrowings

Bank's liability under accpetances
Accrued interest payables

Other liabilities

Total Financial Liabilities

Liquidity-net

Consolidated

(Million Baht)

June 30,2005
Lessthan 6 months 1 Year Over No
Atcall 6months tol Year to5 Years 5 Years Maturity Total
- - - - - 13,050 13,050
12,965 60,863 10,529 - - - 84,357
- 12,400 - - - - 12,400
1,618 14,048 22,056 47,066 19,785 5,323 109,896
159,895 210,481 20,192 94,231 120,204 - 605,003
- 1,788 - - - - 1,788
- 740 - - - - 740
- 1,737 - - - - 1,737
- - - - - 4,031 4,031
174,478 302.057 52,777 141.297 139,989 22,404 833,002
434255 233,979 22,244 4,660 - - 695,138
5,551 10,426 508 200 3215 - 19,900
5,843 - - - - - 5,843
- 8,248 - - 20,212 - 28,460
- 740 - - - - 740
57 871 59 34 - - 1,021
- - - - - 3.714 3714
445,706 254.264 22,811 4.894 23427 3,714 754,816
(271,228) 47,793 29,966 136,403 116,562 18,690 18,186
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Financial Assets
Cash

Interbank and money market items
Securities purchased under
resale agreements
Investinents
Loans

Accrued interest receivables

Customers' liability under acceptance

Accrued income receivables

Other assets

Total Financial Assets

Financial Liabilities

Deposits

interbank and moncy market items
Liability payable on demand
Borrowings

Bank's liability under acceptances
Accrued interest payables

Other liabilities

Total Financial Liabilities

Liquidity-net

Consolidated
December 31, 2004

(Million Baht)

Less than 6 months 1 Year Over No
Atcall 6 months tolYear to35 Years 5 Years Maturity Total
- - - - - 13,536 13,536
6,926 65,803 3,516 20 - - 76,265
- 19,040 - - - - 19,040
5,765 11,444 8,178 66,518 17,037 5,442 114,384
163,479 202,757 7,023 98,353 120,977 - 592,589
- 2,455 - - - - 2,455
- 743 - - - - 743
- 1,818 - - - - 1,818
- - - - - 4,348 4,348
176,170 304,060 18,717 164,891 138,014 23,326 825,178
422,501 255,939 21,017 6,113 - - 705,570
4,032 2,932 1,146 200 3,215 - 11,525
7,426 - - - - - 7,426
- - 3,843 - 19,768 - 23,611
- 743 - - - - 743
110 869 79 39 - - 1,097
- - - - - 6.049 6,049
434,069 260,483 26,085 6.352 22,983 6.049 756.021
(257,899) 43,577 {7,368) 158,539 115,031 17,277 69,157
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Financial Assets
Cash
Interbank and money market items
Securities purchased under

resale agreements
Investments
Loans
Accrued interest receivables
Customers' liability under acceptances
Accrued income receivables

Other assets

Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market items
Liability payable on demand
Borrowings

Bank's liability under acceptances
Accrued interest payables

Other liabilities

Total Financial Liabilities

Liquidity-net

(Million Baht)

The Bank
June 30, 2005
Less than 6 months 1 Year Over No
At call 6 months !l Year to3 Years S Years Maturity Total
- - - - - 13,050 13,050
12,975 60,803 10,529 - - - 84,367
- 12,400 - - - - 12,400
162 13,417 21,640 46,984 19,536 15,037 116,776
155,138 217,392 20,147 92,835 110,184 - 595,696
- 1,254 - - - - 1,254
- 740 - - - - 740
- 1,641 - - - - 1,641
- - - - - 3,726 3,726
168,275 307,707 52,316 139,819 129.720 31.813 829,650
434,689 233,979 22,244 4,660 - - 695,572
5,151 10,401 508 200 3,215 - 19,475
5,843 - - - - - 5,843
- 8,248 - - 20,212 - 28,460
- 740 - - - - 740
57 871 59 34 - - 1,021
- - - - - 3,574 3.574
445,740 254,239 22,811 4,894 23,427 3,574 754,685
(277.465) 53,468 29,505 134,925 106293 28,239 14,965
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Financial Assets
Cash
Interbank and money market items
Securities purchased under
resale agreements
[nvestments
Loans
Accrued interest receivables
Customers’ liability under acceplances
Accrued income receivables
Other assets
Total Financial Asscts

Financial Liabilities

Deposits

Interbank and money market items
Liability payable on demand
Borrowings

Bank's liability under acceptances
Accrued interest payables

Qther liabilitics

Total Financial Liabilities

Liquidity-net

December 31,2004

The Bank

(Million Baht)

Lessthan 6 months ! Year Over No
Atcall Gmonths to!l Year to5 Years 5 Years Maturity Total
- - - - - 13,536 13,536
6,860 65,803 3,516 20 - - 76,199
- 19,040 - - - - 19,040
2,893 9,777 8,087 66,434 16,657 15,431 119,279
157,357 213,741 6,442 94,883 105,694 - 578,117
- 1,318 - - - - 1,318
- 743 - - - - 743
- 1,736 - - - - 1,736
- - - - - 3.820 3.820
167,110 312,158 18.045 161,337 122351 32,987 813,788
422916 255,939 21,017 6,113 - - 705,985
3,797 2,937 1,016 200 3,215 - 11,165
7,426 - - - - - 7,426
- - 3,843 - 19,768 - 23,611
- 743 - - - - 743
110 868 79 39 - - 1,096
- - - - - 5.824 5,824
434,249 260,487 25955 6.352 22,983 5.824 755,850
(267.139) 51671 (7,910) 154,985 99,368 26,963 21,938
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Fair value

Fair value is the estimated value that the Bank and its subsidiaries could receive from the sale of financial assets, or
the estimated cost of redeeming their financial liabilitics. Fair values are based on market value, or estimated values

derived from using general market principles of calculation.

The following is a summary of carrying amounts and cstimated fair values of financial asscts and liabilities and

off-balance sheet items as of June 30, 2005 and December 31, 2004.

(Million Baht)
Consolidated
June 30, 2005 December 31, 2004
Carrying Carrying
Amount Fair value Amount Fair value
Financial Assets

Cash 13,050 13,050 13,536 13,536
Interbank and money market items - net 84,274 84,274 76,250 76,250
Securities purchased under resale agreements 12,400 12,400 19,040 19,040
Investments - net 107,582 107,650 110,135 110,359
Loans and accrued interest receivables - nct 567,989 567,989 548,697 548,697
Customers' liability under acceptances 740 740 743 743
Accrued income receivable 1,737 1,737 1,818 1,818
Other assets _4.03) 4,031 4,343 _ 4,348

Total Financial Assets 791,803 791,871 774,561 174,791

Financial Liabilities

Deposits 695,138 695,138 705,570 705,570
Tnterbank and money market items 19,900 19,900 11,525 11,525
Liabilities payable on demand 5,843 5,843 7,426 7,426
Borrowings 28,460 29951 23,611 25,024
Bank's liability under acceptances 740 740 743 743
Accrued interest payable 1,021 1,021 1,097 1,097
Other liabilities 3714 3714 6,049 6.042

Total Financial Liabilities 154,816 156,307 756,021 157,434
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Financial Assets
Cash

Interbank and money market items ~ net
Securities purchased under resale agreements
[nvestments - net

Loans and accrued interest receivables - net
Customers' hiability under acceptances
Accrued income receivable

Other assets

Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market items
Liabilities payable on demand
Borrowings

Bank’s liability under acceptances
Accrued interest payable

Other liabilities

Total Financial Liabilitics

(Million Baht)

The Bank
June 30, 2005 December 31, 2004

Carryin Carryin
Amount Fair value Amount Fair value
13,050 13,050 13,536 13,536
84,283 84,283 76,184 76,184
12,400 12,400 19,040 19,040
114,587 114,655 116,990 117,210
567,326 567,326 547,770 547,770
740 740 743 743
1,641 1,641 1,736 1,736
_3.726 _3.726 3,820 3.820
297,753 797,82} 175,819 180,039
695,572 695,572 705,985 705,985
19,475 19,475 11,165 11,165
5,843 5,843 7,426 7,426
28,460 29,951 23,611 25,024
740 740 743 743
1,021 1,021 1,096 1,096
_3.574 _3.574 5.824 5.824
154,685 156,176 155,859 157,263

The following methods and assumptions were used by the Bank in estimating fair values of financial assets and

liabilities as disclosed herein:

The fair values of cash, interbank and money market items (assets and liabilities), securities purchased under resale

agreements, customers' liability under acceptances, liabilitics payable on demand, securities sold under repurchase

agreements, bank's liabilities under acceptances and accrued interest payables are stated at their carrying values at the

reporting date.

The fair values of held-for-trading investments, available-for-sale investments and held-to-maturity investments arc

stated according to the Bank's policy mentioned in Note 3.4

The fair value of gencral investments is stated at cost, net of allowance for their impairment.




The fair values of loans and accrued intercst receivables are based on the carrying values of loans and accrued interest

reccivables, net of allowance for doubtful accounts since most loans are floating rate ones.

The carrying values of deposits usually approximate fair values, except for negotiable certificates of deposit (NCD) for

which fair value is calculated by using the expected yield on borrowings.
The fair values of borrowings are estimated by using market values.
Derivatives

The Bank enters into derivative transactions for the following main reasons:

1. Hedging of the Bank's exposure to financial risks.

Hedgings activities are designed to reduce or eliminate exchange rate and/or interest rate risk rclated to the Bank's

financial assets, liabilities, contingent accounts or expected transactions in the future.

Derivatives undertaken for this purpose include Forward Exchange Contracts, Cross Currency Swaps and Intercst

Rate Swaps.

The Bank controls credit risk on derivatives transactions by using procedures similar to those used when granting

general loans.
2. Hedging of the customer's exposure to financial risks.

At the request of a customer, the Bank will enter into certain derivative contracts in order for customers to hedge
financial risk. The Bank uses appropriate hedging tools to take advantage of price differences or net market price

changes.

The derivatives uscd for this purpose are Forward Exchange Contracts, Cross Currency Swaps and Interest Rate

Swaps.

The market risk of derivative transactions used to hedge the customer's exposure comprises ¢xchange rate risk
and interest rate risk. To minimize risks, the Bank's policy is to conduct full-amount hedges with customers or

counterparties. The Bank controls credit risk and liquidity risk by using procedures similar to those used when

granting general loans.
3. Trading Purposes
The objective of derivatives for trading purposes 1s to take advantage of price movement in the short-term market.

Derivatives used for this purpose include Forward Exchange Contracts, Cross Currency Swaps and Interest Rate

Swaps.

The Bank controls credit risk and liquidity fisk by using procedures similar to those used when granting general

loans.
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The following is a summary of the notional amounts and the fair value of the consolidated and the Bank 's

derivative instruments as at June 30, 2005 and December 31, 2004:

Forward exchange contracts
Cross currency swaps
Interest rate swaps

Credit default swaps

Forward exchange contracts
Cross currency swaps
Interest rate swaps

Credit default swaps

Consotlidated and The Bank

June 30, 2005

Notional Amount

Upto | year Over | year Total
311,431 2,685 314,116
762 35,232 35,994
13,540 64,097 77,637
77227 826 8,053

Consolidated and The Bank

December 31, 2004

Notional Amount

Up fo 1 year Over | year Total
239,464 124 239,588
568 34,319 34,887
33,906 24,422 58,328
2,734 2,734 5,468

(Million Baht)

Fair Value

(4,026)
722
(637)

8,053

(Million Baht)

Fair Value
3,831
1,040

The fair value is ordinarily derived from quoted market price or from generally accepted pricing models, in the case of no

market price being available.

38 RECLASSIFICATION OF ACCOUNTS

Certain accounts in the financial statements for the three-month and the six-month periods ended June 30, 2004 have

been reclassified to conform with the presentation in the financial statements for the three-month and six-month

periods ended June 30, 2005,
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Executive Summary

For the second quarter of 2005, the Bank’s consolidated net income totaled Baht 3,849
million, remaining close to that of the first quarter. Net income from interest and dividends
increased by Baht 782 million over the previous quarter, owing to increases in dividend income
from equity securities and interest income from investments and loans. The Bank also set aside
normalized provisioning of Baht 425 million in accordance with the Bank’s target set at 0.50
percent of total loans. Non-interest income declined by Baht 240 million, following a drop in
fee and service income and an increase in share of losses on investments (by the equity
method). Meanwhile, non-interest expense showed an increase of Baht 359 million,
overweighing a decrease in income tax expense of Baht 182 million.

On the financial front, as of June 30, 2005, the Bank’s total consolidated assets were Baht
840,783 million, dropping by Baht 2,645 million from the first quarter, due to decreases in
securities purchased under resale agreements and net investments. Meanwhile, consolidated
outstanding loans totaled Baht 605,003 million, increasing by Baht 13,151 million, or 2.22
percent, over the first quarter. Non-perforniing loans of the Bank and its asset management
companies also showed improvements, standing at Baht 64,576 million, or 10.57 percent of
total outstanding credit, and decreasing from the 11.55 percent recorded at the end of the first
quarter. At the same time, Bank-only NPLs dropped below 9.00 percent for the first time in 6
years at 8.57 percent of the total outstanding credit, including that of financial institutions. As
for total consolidated liabilities, they were recorded at Baht 767,396 million, decreasing by
Baht 4,156 million, or 0.54 percent, from the first quarter. Mainly contributing to this decline
was a drop in deposits, which, as of June 30, 2005, totaled Baht 695,138 million, declining by
Baht 19,734 million, or 2.76 percent, from the first quarter. Total consolidated shareholders’
equity managed to show a quarter-on-quarter increase of Baht 1,511 million, or 2.10 percent, to
record at Baht 73,387 million, owing to the Bank’s profits in the second quarter. Meanwhile,
the capital adequacy ratio of the Bank and its AMCs equaled 13.50 percent at the end of June
2005, with Tier-1 and Tier-2 capital accounting for 8.50 and 5.00 percent of total consolidated
capital base, respectively.

In the matter of operations among the three Business Groups, during the second quarter,
the Corporate Business Group continued to focus on increasing its market share through new
product developments and efficient proactive marketing strategies. This led the Bank to
achieve greater fee-based income during the first period, particularly in syndicated loans, letters
of indemnity-borrowing, securities and foreign exchange services. As of the end of the second
quarter, the Group’s total loans showed an increase of 6.82 percent over the end of 2004, due
mainly to a 9.03 percent increase in corporate banking segment’s credit, while the multi-
corporate and business banking segments’ credit grew by 6.40 and 4.73 percent, respectively.
Categorized by product group, trade finance and domestic loans rose by 14.36 and 4.16 percent,
respectively, over the end of 2004. For the Retail Business Group, work proceeded on
improvements in products and services via electronic channels to enhance our competitiveness.
This led to a 7.01 percent rise in the Group’s total outstanding loans over the end of 2004, with
growth being seen in every product, while the volume of transactions processed via the Bank’s
electronic channels has continued to increase. As for the Treasury Group’s income, that
amount rose by 22.40 over the first quarter, attributed mainly to an increase in income from
interest and dividends.

During the second quarter, the Bank has continually improved credit risk management to
help standardize credit risk management and credit origination nationwide. For market and
hHquidity risk management, bills of exchange and Phase Two short-term debentures were
launched to enhance investment alternatives offered to the public, as well as increase variety in




the Bank’s funding structures.

With our strong commitment toward good corporate governance, the Bank has been
widely acknowledged for our efforts, confirmed by various awards we have received. During
the first half of 2005, we received “Best Corporate Governance of Asia” award by Corporate
Governance Asia magazine, “Best Domestic Commercial Bank” award by Asia Money
magazine, and the Special Honor award for “Distinction in Maintaining Excellent Corporate
Governance Report” at the “SET Awards 2005: Engine of Growth” ceremony, held by the
Stock Exchange of Thailand (SET) in cooperation with Money and Banking magazine.
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1. Overview

1.1 Economic Overview and Regulatory Changés

o Thai Economy in the First Half of 2005

During the first half of 2005, Thailand’s economic growth was undermined by
cooling consumer spending as a result of rising oil prices. It was also hurt by the
contraction in the number of foreign tourists following the Tsunami disaster.
Agriculture production was also affected by drought. We, therefore, expect Thailand’s
GDP to grow just 3.4 percent over-year for the first half of 2005, compared to 5.7
percent in the second half of 2004. However, GDP in the second quarter is likely to
grow 3.5 percent, up slightly from the 3.3 percent growth of the first quarter, thanks to
a rebound in investment and manufacturing production.

Thai Economic Growth Projection

Unit: Percentage change year-on-year, or specified otherwise.

Indicator Q1/2005 Q2/2005

BOT's Private Consumption Index 0.2% 0.6%
BOT's Private Investment Index 7.7% 9.9%
BOT's Manufacturing Production Index 3.8% 7.7%
Export Value 12.4% 12.4%
Import Value 28.5% 33.7%

Trade Balance (USD millions) -3,225 -5,237

Current Account (USD millions) -1,499 -4,708
Headline CPI _Inﬂation 2.8% 3.7%
Average Retail Diesel Price (Baht/Liter) 15.13 18.62
Average Baht/USD 38.57 40.04
Gross Domestic Product 3.3% 3.5%

Source: KASIKORN Research Center Co., Lid.

High import prices for oil have sent Thailand’s current account into the red
with a larger-than-expected deficit, while inflation is likely to quicken over the rest of
the year. As such, the Bank of Thailand is expected to continue with its measured
hikes in interest rates. As for commercial banks, declining liquidity and the rising
benchmark rate of the Bank of Thailand will probably result in further increases in
banks’ long-term deposit rates during the remaining months of the year.
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o Regulatory Changes

s Improvements in Criteria on Over-Limit Acquisitions of Shares in
Companies

On May 4, 2005, the Bank of Thailand (BoT) issued directive
BoT.PPD.(21)C.798/2005, regarding improvements in criteria on over-limit
acquisitions of shares in companies. This directive grants permission for banks to hold
more than 10 percent of issued shares in restructured limited liability companies
classified as ‘sub-standard’, ‘doubtful’, ‘doubtful of loss’ and ‘loss’.prior to January 1,
2005. The law also allows the total value of a bank’s holdings of such companies to
exceed 20 percent of the bank’s total capital, for the case that the exceeding shares
were achieved through debt restructuring per BoT criteria. This directive will remain
in effect until December 31, 20006.

It is expected that the above measure should assist in debt restructuring and
help to reduce the value of ‘sub-standard’, ‘doubtful’, ‘doubtful of loss’ and ‘loss’
debts.

o Extension of the Holding Period of Foreclosed Properties

Also on May 4, 2005, the BoT issued directive BoT.PPD.(21)C.800/2005,
concerning extension of the holding period of foreclosed propertics. This directive
allows banks that have conducted debt restructuring on debts classified as ‘sub-
standard’, ‘doubtful’, ‘doubtful of loss’ and ‘loss’ prior to January 1, 2005 and
undertaken the transferal of foreclosed properties between January 1, 2005 to
December 31, 2006 to hold such foreclosed properties for up to ten years, counted
from the date such assets were transferred, rather than the previous five-year limit.

Likewise, the above measure should assist in debt restructuring and reducing
the volume of debts classified as ‘sub-standard’, ‘doubtful’, ‘doubtful of loss’ and
‘Joss’, as well.

o Permission for Banks to act as a Securities Brokerage, Trader or

Underwriter of Unit Trusts

On May 11, 2005, the BoT issued an announcement FID.(11)C.34/2005,
concerning the sending of the notification regarding permission for banks to act as a
securities brokerage, trader, or underwriter of unit trusts, whose essence entails
permission for commercial banks to engage in the aforementioned businesses within
the limitations set by law, as well as granting banks the authority to appoint
individuals approved by the SEC as selling and buying representatives for unit trusts.

This announcement is seen beneficial to the Bank, as it will facilitate the
expansion of business in the unit trust area, thereby broadening the business scope of
the Bank.

o Permission for Banks to Engage in Hire Purchase and Leasing Businesses
On May 6, 2005, the BoT issued an announcement FID.(11)C.33/2005,
regarding permission for banks to engage in hire purchase and leasing businesses,
aimed at allowing banks to submit petitions for approval to act in the above
businesses. The requirements and legal limitations include the following:
1. Have a solid financial and operating status, is able to set aside the required
provisioning in full, can maintain its capital adequacy ratio at or above the
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minimuin level set by the BoT;

2. Can cooperate with the authorities in implementing the Financial Sector
Master Plan, whereby the role and organization structure of the
organization can comply with the BoT’s “One Presence” policy; and,

3. Must provide a business plan identifying how they will operate in hire
purchase and leasing businesses, which must have been approved by the
nstitution’s board of directors.

This announcement is likewise beneficial to the Bank, as it will facilitate the

expansion of business in the area of hire purchase and leasing and broaden the
business scope of the Bank.

1.2 Direction of Business Operations

During the first half of 2005, KASIKORNBANK continued to improve business
operations by using the Balanced Scorecard concept as a tool to achieve our goals with
efficiency and effectiveness. To enhance opportunities and potential growth, the Bank
continues to pursue and closely monitor the strategic programs that have been
implemented.

Throughout the first half of 2005, KASIKORNBANK’s sustained growth has
been guided by good corporate governance concepts. In addition to disseminating
these concepts to the general public, the Bank has continually carried out various
activities to foster good corporate governance practices, and make them the core of the
Bank’s business culture. Employees have been instructed in good corporate
governance concepts through the Bank’s internal communication channels and are
evaluated on their awareness of the Bank’s Code of Business Conduct.

Through the Bank’s intent and effort to promote good corporate governance
practices aimed at creating value to all stakeholders and enhancing our
competitiveness and efficiency in management, the Bank received the following
awards in the first half of 2005:

o “Best Corporate Governance of Asia” award by Corporate Governance Asia

magazine.

> “Best Domestic Commercial Bank” award by Asia Money magazine.

o The Special Honor award for “Distinction in Maintaining Excellent Corporate
Governance Report” at the “SET Awards 2005: Engine of Growth”
ceremony, held by the Stock Exchange of Thailand (SET) in cooperation with
Money and Banking magazine. '
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2. Operating Performance and Financial Position Analysis

2.1 Operating Performance
o Operating Performance in the Second Quarter of 2005
Operating Performance

{Million Baht)

Q2-2005  Q1-200S  Changes Q2-2004 Changes

Income from interest and dividends 9,552 8,739 813 8,121 1,431
Interest expense 1,707 1,676 31 1,730 (23)
Net income from interest and dividends 7,845 7,063 782 6,391 1,454
Reversals on bad debts and doubtful accounts (470} (309) (161) (2,050) 1,580
Loss on debt restructuring 696 394 302 2,215 (1,519)
Normalized provisions 425 200 225 200 225
Non-interest income 2,694 2,934 (240) 1,833 861
Non-interest expense 4,906 4,548 358 4,622 284
Income tax expense 1,119 1,301 (182) 30 1,089
Minority interests in net income (14) 20 0 (135 1

Net income 3,849 3,843 6 3,192 657

For the second quarter of 2005, the Bank’s consolidated net income totaled Baht
3,849 million, remaining close to that of the first quarter. Net income from interest
and dividends increased by Baht 782 million over the previous quarter, owing to
increases in dividend income from cquity securities and interest income from
investments and loans. The Bank also set aside normalized provisioning of Baht 425
million, resulting in accumulated normalized provisioning reaching the Bank’s target.
Non-interest income declined by Baht 240 million, while non-interest expense showed
an increase of Baht 359 million, overweighing a decrease in income tax expense of
Baht 182 million.

Compared to the same period of last year, the Bank’s consolidated net income
increased by Baht 657 million, or 20.58 percent. This was due to an increase in net
income from interest and dividends totaling Baht 1,454 million, attributed to a rise in
interest income and a drop in interest expense of Baht 1,431 million and 23 million,
respectively. However, consolidated net income was offset by a rise in income tax
expense of Baht 1,089 million as the bank incurred corporate income tax expense on
2005 earnings. Besides this, non-interest expense increased by Baht 285 million due
mainly to a rise in other expenses, while normalized provisioning rose by Baht 225
million.
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Income Structure

Q2-2005 Q1-2005 Q2-2004
Million Baht % Million Baht % Million Baht %
Interest and dividend income
1. Loans 7,553 61.68 7,326 62.76 6,693 67.24
1.1 Loans 3,442 28.11 3,454 29.59 3,267 32.82
1.2 Overdrafts 2,230 18.21 . 2,211 18.94 2,120 21.30
1.3 Bills 1,381 15.36 1,661 14.23 1,306 13.12
2. Interbank and money market items 585 4.78 522 4.47 423 4.25
2.1 Deposits 449 3.67 367 3.14 310 3.11
2.2 Loans ) 22 0.18 9 0.08 5 0.05
2.3 Securities purchased under resale
agreements 114 0.93 146 1.25 108 1.08
3. Investments 1,414 11.55 891 7.63 1,004 10.09
Total interest and dividend tncome 9,552 78.00 8,739 74.86 8,120 81.58
Non-interest income
1. Fee and service income
1.1 Acceptances, avals, and
guarantees 146 1.19 160 1.37 131 1.32
1.2 Others 2,014 16.45 2,174 18.62 1,831 18.39
2. Gains on exchange 220 1.80 207 1.77 330 332
3. Other income 314 2.56 393 3.37 (458) {4.60)
Total non-interest income 2,694 22.00 2,934 25.14 1,834 18.42
Total income | 12,246 100.00 11,673 100.00 9,954 100.00

0 NetIncome from Interest and Dividends

In the second quarter, the Bank’s consolidated net income from interest and
dividends was Baht 7,845 million, increasing by Baht 782 million, or 11.07 percent,
Contributing to this increase were rises in interest and
dividend income of Baht 524 million achieved from investments in receivables
purchased from Ploy AMC, and in interest income of Baht 226 million following loan

over the previous quarter.

expansion.

Compared to the same period of last year, consolidated net income from interest
and dividends increased by Baht 1,454 million, or 22.75 percent. This was due mainly
to increased interest income totaling Baht 1,431 million owing to loan expansion and
higher interest rates in the money market, while interest expense decreased by Baht 23

million.
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a Provisions for Allowance for Doubtful Accounts

From the third quarter of 2003 onward, the Bank has set aside an allowance for
doubtful accounts on normal loans at 1 percent of the net increment in normal loans.
As a result, in the second quarter of 2005, the Bank incuired loan loss expense of Baht
291 million.

During the second quarter, the Bank set aside normalized provisioning totaling
Baht 425 million, resulting in accumulated normalized provisioning of Baht 3,025
million. This amount meets with the Bank’s target set at 0.50 percent of total loans.

o Non-interest Income

For the second quarter, the Bank’s consolidated non-interest income was Baht
2,694 million, decreasing by Baht 240 million, or 8.18 percent, from the first quarter.
The decline was due mainly to a drop in fee and service income totaling Baht 174
million, or 7.50 percent, as the Bank achieved extra underwriting fees from services
provided to large-scale customers in the first quarter, and an increase in share of losses
on investments (by the equity method) of Baht 74 million. However, gains on
investments recorded a quarter-on-quarter increase of Baht 52 million, or 40.84
percent, as positive market conditions helped boost sales of government and state
enterprise bonds.

Compared to the same period of last year, the Bank’s consolidated non-interest
income showed an increase by Baht 861 million, or 46.89 percent. This was due
mainly to increased gains on investments totaling Baht 407 million, following sales of
securities amid favorable market conditions and losses on investments in the same
period of last year. Also contributing to the rise in consolidated non-interest income
was the absence of losses on transfer of financial assets, while in the second quarter of
2004, the Bank incurred losses on transfer of financial assets totaling Baht 448
million.

o Non-interest Expense

In the second quarter, the Bank’s consolidated non-interest expense was Baht
4,906 million, rising by a total of Baht 358 million, or 7.87 percent, over the first
quarter. This was attributed mainly to an increase in premises and equipment
expenses totaling Baht 152 million, as higher assessed values of land and buildings led
to a decline in allowances for impairment of land and building revaluation in the first
quarter. In addition, due to a rise in Phethai AMC’s allowances for impairment of
foreclosed properties, the Bank incurred higher losses on impairment of consolidated
foreclosed properties of Baht 86 million. ’

In a year-on-year comparison, the Bank’s consolidated non-interest expense in
the second quarter rose by Baht 284 million, or 6.14 percent. This was due mainly to
an increase in other expenses.

Management Discussion and Analysis (MD&A) 7



o Operating Performance in the First Half of 2005

Operating Performance

(Million Baht)

H1-2005 H2-2004 Changes HI1-2004 Changes

Income from interest and dividends 18,290 16,942 1,349 16,057 2,233

Interest expense 3,383 3,428 (45) 3,604 (221)
Net income from interest and dividends 14,907 13,514 1,393 12,453 2,454

Reversals on bad debts and doubtful accounts (780) (2,753) 1,973 (4,206) 3,426

Loss on debt restructuring 1,090 4,158 (3,068) 4,761 (3,671)
Normalized provisions 625 400 225 400 225
Non-interest income 5,628 6,894 (1,266) 5,201 427
Non-interest expense 9,454 10,735 (1,281) 9,059 395
Income tax expense 2,420 53 2,367 63 2,357
Minority interests in net income (34) (23) (©)] 2N @)

Net income 7,692 7,790 (98) 7,551 141

For the first half of 2005, the Bank’s consolidated net income totaled Baht 7,692
million, decreasing by Baht 98 million, or 1.26 percent, from the second half of 2004.
This was due to increased income tax expense of Baht 2,367 million, as the bank
began to pay corporate income tax for the first time this year. At the same time, net
income from interest and dividends rose by a total of Baht 1,393 million, following an
increase in interest income from all sources and a drop in interest expense as a change
in the Bank’s deposit structure resulted in lower interest expense on deposits. Further
contributing to the decline in net income was a decrease in non-interest income of
Baht 1,266 million, as the Bank recorded gains on sales of investments in equity
securities not directly related to the Bank’s main business in the second half of 2004,
Meanwhile, non-interest expense dropped by Baht 1,281 million due to decreases in
losses on impairment of consolidated foreclosed properties, fee and service, as well as
personnel expenses.

Compared to the first half of 2004, the Bank’s consolidated net income increased
by Baht 141 million, or 1.87 percent. This was attributed to increased net interest and
dividend income of Baht 2,454 million. This amount outweighed a rise in income tax
expense of Baht 2,357 million, as the Bank incurred corporate income-taxes in this
period. Higher net interest and dividend income was achieved through an increase in
interest income from loan expansion and a decrease in non-interest expense following
the redemption of Subordinated Debentures Cum Preferred Shares No. 1 (SLIPS) of
Baht 19,967 million and Subordinated Debentures of the Thai Farmers Bank Public
Company Limited No. 2 of Baht 20,000 million, at 22.296175% interest, on January
12, 2004. Also contributing to an increase in net income were a drop in interest
expense on deposits following a change in the Bank’s deposit structure and a rise in
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non-interest income of Baht 427 million. Meanwhile, non-interest expense showed an
increase of Baht 395 million.

2.2 Financial Position Analysis
Financial Position

(Miilion Baht)

Jun 30, 2005 Mar 31, 2005 Changes Jun 30, 2004 Changes

Assets 840,783 843,428  (2,645) 806,180 34,603

Liabilities and Sharcholders’ Equity

- Total Habilities 767,396 771,552 (4,156) 747,600 19,796
- Total shareholders’ equity 73,387 71,876 1,511 58,580 14,807
Total Liabilities and
Sharcholders’ Equity 840,783 843,428 (2,645) 806,180 34,603
o Assets

As of the end of June 2005, the Bank’s total consolidated assets were Baht
840,783 million, decreasing by Baht 2,645 million, or 0.31 percent, from the first
quarter. Compared to the same period of last year, this amount rose by Baht 34,603
million, or 4.29 percent. The items having significant changes were:

o Securities purchased under resale agreements, as of the end of June 2005,
totaled 12,400 million, declining by Baht 12,641 million, or 50.48 percent,
from the first quarter, due to the Bank’s liquidity management.

¢ Net investments, as of June 30, 2005, stood at Baht 107,582 million,
decreasing by Baht 6,129 million, or 5.39 percent, from the first quarter, due to
sales of short-term fixed-income securities as the market was favorable in
order to allocate more funds toward loan expansion, which yields higher
returns. ‘

s Loans, as of June 30, 2005, totaled Baht 605,003 million, rising by Baht
13,151 million, or 2.22 percent, over the first quarter. The increase was due
mainly to loan expansion to SME customers. Net-of-repayment loans rose by
Baht 15,937 million, while write-offs of bad loans amounted to Baht 2,786
million.

e As of the end of June 2005, the Bank’s allowances for doubtful accounts
totaled Baht 33,491 million, decreasing by Baht 2,594 million, or 7.19 percent,
over the first quarter, due mainly to write-offs of bad loans.

o Liabilities and Shareholders’ Equity

Total consolidated lLiabilities of the Bank, as of June 30, 2005, were Baht
767,396 million, decreasing by Baht 4,156 million, or 0.54 percent, from the first
quarter. However, on a year-on-year comparison, this amount rose by Baht 19,796
million, or 2.65 percent. Consolidated liabilities that changed significantly are as
follows:
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s Deposits, as of June 30, 2005, were Baht 695,138 million, declining by Baht
19,734 mullion, or 2.76 percent, from the first quarter. The decrease in deposits
was mainly in savings and fixed accounts. There was a change in the Bank’s
deposit structure, with current and savings accounts accounting for 5.65 and
56.81 percent of the total deposits, respectively, increasing from 5.58 and 56.41
percent at the end of the first quarter, respectively. Meanwhile, fixed accounts
accounted for 37.54 percent of the total deposits, decreasing from 38.01
percent in the first quarter. If including deposits of financial institutions, as of
the end of June 2005, the Bank’s deposits stood at Baht 700,777 million,
dropping by Baht 19,903 million, or 2.76 percent, from the first quarter.

o Total interbank and money market items, as of June 30, 2005, were at Baht
19,900 million, increasing by Baht 5,457 million, or 37.78 percent, over the
first quarter. This rise was attributed to an increase in low-cost borrowing to
widen interest rate spread.

» Borrowing, as of June 30, 2005, totaled Baht 28,459 million, rising by Baht
4,920 million, or 20.90 percent, over the first quarter. This was due mainly to
an increase in short-term borrowing, as the Bank issued short-term debentures
with a maturity of 90 days to enhance flexibility and variety of funding
structure management, as well as to provide more alternatives in investments
for the public and the Bank’s depositors.

As of June 30, 20095, total consolidated sharecholders’ equity was Baht 73,387
million, rising by Baht 1,511 million, or 2.10 percent, over the first quarter. This was
due to the Bank’s profits in the second quarter.

Compared to the same period of last year, total consolidated sharcholders’ equity
increased by Baht 14,807 million, or 25.28 percent. The increase was attributed to the
Bank’s profits and an increase in appraisal surplus, resulting from an asset revaluation
in compliance with the accounting standard No. 32, instructing a revaluation of land,
premises and equipment in every 3-5 years.

a Relationship Between Sources and Uses of Funds

As of June 30, 2005, the funding structure as shown in the Consolidated
Financial Statement comprised Baht 767,396 million in liabilities and Baht 73,387
million in shareholders’ equity, resulting in a debt-to-equity ratio of 10.46. The major
source of funds on the liabilities side was deposits, which accounted for 90.58 percent
of the total. Other sources of funds included interbank and money market items and
borrowing, which accounted for 2.59 percent and 3.71 percent of the total,
respectively.

The Bank and its subsidiaries’ major use of funds were loans. As of June 30,
2005, loans amounted to Baht 605,003 million, resulting in a loan-to-deposit ratio of
87.03 percent. For the remaining liquidity, the Bank has invested in various liquid
asscts such as interbank and money market items, securities purchased under resale
agreements, and investments in securities.

The major sources and uses of funds as of the end of June 2005 are categorized
by contractual maturity periods in the following table:
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The Bank and its subsidiaries’ major sources and uses of funds

(Million Baht)

Deposits . Loans
Period  Jun 30, Y Dec 31, % Jun 30, % Dec 31, %o
2005 2004 2005 2004
<1 year 690,478 99.33 699,457 99.13] 390,568 04.56 373259 62.99
> | year 4,660 0.67 6,113 0.87] 214435 35.44 219330 37.01
Total 695,138 100.00 705,570 100.001 605,003 100.00 592,589 100.00

The Bank and its subsidiaries’ deposits with remaining maturity of less than or
equal to 1 year at the end of June 2005 totaled Baht 690,478 million, decreasing by
Baht §,979 million, or 1.28 percent, from Baht 699,457 million at the end of 2004.
Deposits with remaining maturity of over 1 year at the end of June 2005 were Baht
4,660 million, dropping by Baht 1,453 million, or 23.77 percent, from Baht 6,113
million at the end of 2004.

At the end of June 2005, the Bank and its subsidiaries had loans with remaining
maturity of less than or equal to 1 year totaling Baht 390,568 million, rising by Baht
17,309 million, or 4.64 percent, over Baht 373,259 million at the end of 2004. Loans
with remaining maturity of over | year amounted to Baht 214,435 million, decreasing
by Baht 4,895 million, or 2.23 percent, from Baht 219,330 million at the end of 2004,

From the above table, it can be scen that as of June 30, 2005, deposits with
remaining maturity of less than or equal to 1 year were higher than loans with
remaining maturity of less than or equal to 1 year. This 1s considered normal for
commercial banks in Thailand, as they normally fund their lending or investments in
long-term assets from short-term liabilities. However, since most deposits are
renewed when their maturity comes due, it is likely that they will remain with the
Bank longer than their stated contractual maturity, thereby helping to support funds for
the Bank’s lending. To increase flexibility and variety of funding structures, as well as
enhance investment alternatives for the public and the Bank’s depositors, in June
2005, the Bank issued short-term debentures totaling Baht 4,494.6 million as part of
our Short-term Debenture Project 1/2005, with a maturity of 3 months.

a Investments

The Bank and its subsidiaries’ investments in securities consist of trading
investments, available-for-sale investments, debt instruments held to maturity, and
investments in subsidiaries and associated companies. A review of investments is
carried out when there is a factor indicating that an investment might have become
impaired. Investments in securities, classified by type of investments, as of the end of
June 2005 are shown below:
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(Million Baht)

Type of Investments

2005 2005 2004

Jun 30, % Mar 31, % Jun 30, %

Debt Instruments

98,917 9195 104,391 91.81 132,008 95.44

Government and State Enterprise Securities

s Trading Investments 2,068 1.92 8,487 7.46 3,710 2.68

e Available-for-sale Investments 31,104 28.92 32,240 28.35 54,798 39.62

e Held-to-maturity Investments 25,066 23.30 25,239 22.20 29,144 21.07
Private Enterprise Debt Instruments

» Available-for-sale Investments 2,462 2.29 2,496 2.20 3,698 2.67

o Held-to-maturity Investments 236 0.22 237 0.21 342 0.25
Foreign Debt Instruments '

+  Available-for-sale Investments 24,713 22.97 23,271 20.47 25,920 18.74

¢ Held-to-maturity Investments 13,268 12.33 12,421 10.92 14,396 10.41
Equity Securitics 8,665 8.05 9,319 8.19 6,291 4.56
Avatlable-for-sale Investments 1,377 1.28 1,421 1.25 1,447 1.05
General Investments ' 6,887 6.40 7,440 6.54 4,503 3.26
Investments in Subsidiary and Associated
Companies 401 0.37 458 0.40 341 0.25

Total Investments — Net 107,582 100,00 113,710 100.00 138,299  100.00

o Liquidity

Cash and cash equivalents, according to the Bank’s consolidated financial
statement at the end of June 2005 totaled Baht 13,050 million, decreasing by Baht 486
million from the end of 2004, due to the following activities:

L4

Net cash used in operating activities totaled Baht 7,084 million, as a result
of changes in key operating assets and liabilities. Interbank and money
market items (on the asset side} rose by Baht 8,095 million, while loans
and interbank and money market items (on the liability side) showed
increases of Baht 25,357 million and 8,375 million, respectively.
Meanwhile, securities purchased under resale agreements and deposits
decreased by Baht 6,640 million and 10,432 million, respectively.

Net cash received from investment activities was Baht 4,417 million. This
amount comprises cash received from the disposal of available-for-sale
investments, totaling Baht 19,912 million, redemption of debt instruments
held to maturity of Baht 4,810 million, cash payments for available-for-sale
investments of Baht 15,150 million, and cash payments for debt
instruments held to maturity of Baht 3,983 million.

Net cash achieved from financing activities totaled Baht 2,181 million.

a Capital Expenditures

To enhance service efficiency, during the first half of 2005, the Bank’s capital
expenditures were primarily for information technology (IT), totaling Baht 806
million. Capital expenditures in other fixed assets were Baht 162 million.
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2.3 Capital Requirements and Credit Ratings

o Capital Funds

As of June 30, 2005, the Bank and its subsidiaries had a capital base of Baht
86,539 million, comprising Tier-1 capital totaling Baht 54,469 million, and Tier-2
capital totaling Baht 32;070 million. The capital adequacy ratio of the Bank and its
asset management companies, Phethai and Ploy AMCs, equaled 13.50 percent,
significantly above the Bank of Thailand’s minimum requirement of 8.50 percent.

Capital Adequacy Ratios*

Jun 30, Mar 31, Dec 31, Sep 30, Jun 390,
2005 2005 2004 2004 2004
Tier-1 Capital 8.50%** 7.90% 7.98% 8.29% 7.23%
Tier-2 Capital 5.00% 5.19% 5.14% 5.23% 5.41%
Tota! Capital Requircments 13.50%** 13.09% 13.13% 13.51% 12.65%

Note: * These ratios do not include the net profits of each accounting period. According to BoT
regulations, the first period’s net profits shall be included in capital, after approval by the
Bank’s Board of Directors. The second period’s net profits shall be included in capital after
approval by a General Meeting of Sharcholders. However, if there is a net loss, the loss must
be deducted from capital immediately.
** Not including the first period’s net profits, as of June 30, 2005. Should the first period’s net
profits, as of June 30, 2005, be included, the capital adequacy ratio of Tier-1 capital and of
total capital requirements would be equal to 9.71 percent and 14.71 percent, respectively.

o Maintenance of Ratios

The Bank maintains liquid assets, on average, at least 6.00 percent of deposits
and borrowing, in compliance with BoT regulations. As of June 30, 2005, the Bank
had cash and deposits at the Bank of Thailand, including eligible securities, totaling
Baht 68,518 million.

o Credit Ratings

In the second quarter of 2005, Fitch Ratings raised the Bank’s international
long-term debt rating from BBB to BBB+ and the international short-term debt rating
from F3 to F2. Meanwhile, the Bank’s Standard & Poor’s and Moody’s Investors
Services credit ratings remained unchanged from the end of March 2005. Details are
shown in the following table.
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Credit Rating Agency June 30, 2005 Mach 31, 2005
Moody’s Investors Services ***
Long-term - Debt n.a.* n.a. *
- Subordinated Debt Baa2 Baa2
- Deposits Baal ** Baal**
Short-term - Debt/Deposits pP-2 P-2
Outlook ) Stable Stable
Bank Financial Strength Rating
(BFSR) D D
Outlook for BFSR Positive Positive
Standard & Poor’s ***
Long-term - Debt BB+ BB+
- Subordinated Debt BB- BB-
Short-term - Debt/Deposits B B
Qutlook Positive Positive
Fitch Ratings ***
International credit ratings
Long-term - Debt BBB+ BBB
- Subordinated Debt BBB BBB
Individual C C
Support 2 2
Short-term - Debt/Deposits F2 F3
Outlook Stable Positive
National credit ratings
Long-term - Debt AA(tha) AA(tha)
- Subordinated Debt AA-(tha) AA-(tha)
Short-term - Debt/Deposit Fl+(tha) F1+(tha)
Outlook Stable Stable

Remarks * Moody’s Investor Services does not assign ratings to the Bank’s long-term debt.

**  Long-term deposit is rated only by Moody’s Investor Services.

*** The investment grade of long-term credit ratings for Moody's Investors Services, Standard & Poor's,

and Fitch Ratings are from Baa3, from BBB- and from BBB- respectively. For short-term credit
ratings, the investment grade for these three agencies is from P-3, A-3, and F3, respectively.
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3. Operations of Business Groups

3.1 Business Qverview

KASIKORNBANI’s businecsses are divided into three main groups: the
Corporate Business Group, the Retail Business Group, and the Treasury Group.
Although various negative factors have affected banking business in general during
the first half of 2005, the business groups managed to absorb adverse situations and
changes and continued with the Bank’s strategies, guidelines, targets and goals. Aside
from this, the Bank continued to expedite continuous development in many systems to
enhance operational capabilities and competitiveness, as well as to adapt to the Bank
of Thailand’s Financial Sector Master Plan and other regulations.

3.2 Corporate Business Group

The Corporate Business Group provides services to customers who have sales
volumes over Baht 50 million per annum, categorized into three segments - large
corporate, or “Multi-Corporate Banking”; medium corporate, or “Corporate Banking”;
and small corporate, or “Business Banking” - segments. To meet with the needs of
these business sectors, a variety of products and services are offered, with the main
products being domestic credit products, letters of indemnity-borrowing, trade finance,
corporate finance, foreign exchange services, cash management services and securities
services.

QO Changes in the Operating Environment

During the first half of 2005, domestic businesses were affected by various
negative factors, especially a surge in oil prices which led to a rise in domestic
inflation. Although the minimum lending rates (MLR) remained unchanged during
the first half due to continued excess liquidity, yields in the debt market, especially
short-term, continued to increase following rises in the BoT 14-day repurchase and
U.S. Fed Funds rates. This led businesses to switch to finance through bank loans
instead of debt market products despite a slowdown in economic activities. At the
same time, most banks continued to focus on increasing their fee-based income
through products such as letters of indemnity-borrowing, trade finance, corporate
finance, foreign exchange, cash management services and securities services.
KASIKORNBANK has remained prudent, while focusing on increasing our market
share of qualified customers through new product development and efficient proactive
marketing strategies.

0 Business Operations in the First Half

o Customer Segment

- Multi-Corporate Banking
During the first half of 2005, the competition in the multi-corporate banking
business was strong amid negative econoraic environments. However, the Bank’s fee-
based income rose sharply, particularly in syndicated loans and financial advisory
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services for fund restructuring and fund raising. Besides this, trade finance
transactions also showed an increase.

- Corporate Banking

During the first half of 2005, the Bank’s interest income continued to increase,
mainly in trade finance, which was in line with the country’s export and import
growth, particularly in the steel, energy, auto part, petrochemical, plastic and rubber
industries. Fee-based income also increased, especially in trade finance, foreign
exchange and letters of indemnity-borrowing. Our strategy has been to maintain close
and cordial relationships with prime customers through the organizing of various
activities and seminars to provide business-related information for their use.

- Business Banking

Loans extended to the Business Banking segment continued to grow during the
first half as the Bank continued with the strategy of retaining customers having sound
credit records, and by extending credit systematically. The Bank has also focused on
increasing fee-based income, particularly in trade finance and cash management
services, and improving the credit approval process for SME customers. Importance
has also been placed on organizing marketing campaigns to encourage the use of the
Bank’s products and services and on fostering firm Bank-customer relations.

¢ Product Group

- Pomestic Credit Products and Letters of Indemnity-Borrowing

The Bank was successful in credit extension and achieved on-target fee-based
income from letters of indemnity-borrowing. To enhance our competitiveness and
increase income, existing credit products have been continually improved and new
products have been launched. Besides this, desirable customers for discounted bills
and promissory notes have been targeted, and competitive interest rates reflecting real
product risks have been set. The Bank has continued to improve credit approval
processes to make them faster and better serve customer needs.

- Trade Finance
During the first half of 2005, the Bank’s trade finance loan exteunsion was on-
target, while international trade transactions continued to grow. This was attributed
partly to increased customer satisfaction with the Bank’s trade relationship officers in
cach customer segment. To enhance the efficiency of services, more staff have been
assigned to this job, increasing the number of trade relationship officers by 35 percent
over those in 2004.

- Corporate Finance
Fee-based income from syndicated loans far exceeded targets during the first
half. The Bank was also successful as a debenture underwriter and f{inancial advisor
for many projects. The Bank was the largest underwriter of debt instruments in the
country, continuing from 2004.

- Foreign Exchange Services
During the first half of 2005, exchange rates were quite volatile, as major
currencies continued to drop against the U.S. Dollar, especially the Japanese Yen and
the Euro. However, fee-based income from foreign exchange services continued to
perform well, compared to the same period of last year. Financial derivatives of larger
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sizes and longer maturity, as well as basic financial derivatives, were offered to
facilitate exchange rate risk management. The Bank has continued to provide interest
rate risk management services to customers, including regularly organizing seminars
to enhance their understanding about risks and the impact of risk management.

- Cash Management

Work proceeded on the implementation of “Business to Business” and
“Business to Consumér” cash management systems. The “Total Receivables
Management” system was initiated to provide a full-range debt collection services to
“Business to Business” customers. This will help reduce workloads related to
receivables account reconciliation and data collection. The Bank also provides a
check return confirmation service via SMS and e-mail systems. Besides this, the “Off-
Jine Payment Program” was developed to help customers who have not yet installed an
IT system to compile their data and adjust or re-format files. In “Business to
Consumer” cash management services, the Bank has initiated a “SurePay” service,
which offers payment and personal transferal services at a separate counter in some
branches.

- Securities Services

During the first half, fee-based income from securities services also exceeded
targets, following continued growth in the Bank’s securities business. Registrar
services in the mutual fund area, as well as for debentures, also showed high growth,
due to the issuance of two new mutual funds and seven debentures. Meanwhile,
custodial services performed well, while services to the Retirement Mutual Funds
(RMFs) for government employees have helped the Bank to remain a leading custodial
service provider, in terms of market share. As a facility agent and security agent for
collateral control with syndicated loans, fee-based income was on-target, due to loan
extension through syndicated loans, following the government’s need for domestic
funds to boost the economy and finance its mega infrastructure projects starting in
early 2005.

C Financial Position

Corporate Business Group Credit Classified by Customer Segment

(Million Baht)
Percent of Total Loans Changes
CBG’s Loans
Jun 30, Dec 31, Million Percentage
2005 2004 Baht change
Corporate Business Group 100.00 216,572 202,747 13,825 6.82
Customer segment

Multi-corporate Banking Segment 32.63 70,667 66,417* 4,250 6.40
Corporate Banking Segment 36.62 79,319 72,750* 6,569 9.03
Business Banking Segment . 30.75 66,586 63,580* 3,006 4.73

Note: * The figures differed from those stated in MD&A report for the year ending December 31,
2004, due to the reclassification of customer segments, following changes in their sales
volumes.

Management Discussion and Analysis (MD&A) 17



As of the end of June 2005, the Corporate Business Group’s total loans stood at
Baht 216,572 million, increasing by Baht 13,825 million, or 6.82 percent, over the end
of 2004. Categorized by customer segment, the increase in the Group’s total loans in
the first half of 2005 was due mainly to a 9.03 percent increase in corporate banking
segment’s loans over the end of 2004, due to higher trade finance loans for export-
import related business. At the same time, the multi-corporate banking segment’s
loans grew by 6.40 percent over the end of 2004, while the business banking
segment’s loans expandéd by 4.73 percent, due to an economic slowdown.

Corporate Business Group Credit Classified by Product Group

(Million Baht)
Percent of Total Loans Changes
CBG’s Loans
Jun 30, Dec31, Million Percentage
2005 2004 Baht change
Corporate Business Group 100,00 216,572 202,747 13,825 6.82
Product group v
Domestic credit products 72.79 157,637 151,348 6,289 4.16
Trade finance 2527 54,738 47,865 6,873 14.36
BIBF 1.12 2,420 3,378 (958) (28.36)
Other loans 0.82 1,777 156 1,621 1,039.10

Categorized by product group, as of the end of June 2005, the product having the
largest loan extension was trade finance loans, which rose by Baht 6,873 million over
the end of 2004, due to higher volumes in export and import transactions. Following
this were domestic credit loans, which showed an increase by Baht 6,289 million over
the end of 2004. However, BIBF loans decreased by Baht 958 million, resulting from
capital restructuring of some businesses to reduce exchange rate risk.

3.3 Retail Business Group

The Retail Business Group is responsible for developing and managing
customer relationships with retail businesses and individual customers. Based on
monthly sales or income, customers are divided into four segments: owner-operators,
platinum customers, middle-income customers, and transactors. To meet demands of
each customer segment, Retail Business Group offers a wide variety of products,
including loans for SME businesses, consumer loans, housing loans, credit cards, as
well as deposit and fee-based products.

Q0 Changes in the Operating Environment

During the first half of 2005, the competition in the mutual fund business was
strong, especially in the sales of short- and medium-term fixed-income mutual funds.
This was due to higher yields in the debt market, leading to a widening gap between
banks’ deposit rates and bond returns, and thereby more fund offerings to depositors.
Changes in the business environment of other products are as follows:
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» Retail Business Lending _

During the first half of 2005, despite a slowdown in domestic economic activities,
commercial bank retail business lending continued to grow, as SME customer demand
for loans remained high, boosted by expansion in large-scale businesses in the
previous year. However, as rises in oil prices and inflation led to higher production
costs and affected profit'margins, the credit risks of some customers have increased.

o Credit Card Products

The competition in credit card business remained intense, as credit card issuers
used more varied strategies to increase customer bases and card spending. Meanwhile,
the competition to increase shares of card accepting stores was also strong, while
pricing competition was used as the main strategy to maintain existing customers,
market share and fee-based income.

e Deposits and Fee-based Income

After a slowdown in the first quarter due to the tsunami disaster, Thailand’s
tourism industry managed to recover in the second quarter despite rising oil prices.
This helped boost fee-based income from foreign exchange business and further
heightened competition in this area. Additional foreign exchange service booths were
set up, and more ATM machines were installed. Meanwhile, competition in the area
of fund transfer services was also strong, especially via electronic channels. The
development of a new service that allows fund transfers to those without bank
accounts is expected to heighten the competition in the electronic transfer business.

O Business Operations in the First Half
Aimed at maximizing customer returns and enhancing their alternative savings

choices, the Bank proceeded with improvements in product and service features.
During the first half, the Bank, in cooperation with Kasikorn Asset Management Co.,
Ltd., launched open-ended short- and medium-term fixed-income funds, as well as the
Ruang Khao SET 50 fund. In Bancassurance activities, the Ruang Khao Sasomsup
5/1 Fund was launched in the first quarter, in cooperation with Muang Thai Life
Assurance Co., Ltd. Besides this, in cooperation with business allies, the Bank began
offering such life insurance products as “KBANK Klean Loan Protection” and
“KBANK Klean O/D Protection” to customers using “Klean LOAN” and “Klean
O/D’ products. These products are non-collateralized loans for SME customers. In the
second quarter, additional KBANK Bancassurance Advisors (KBAs) were assigned to
29 branches in Bangkok, and coordinating staff members were trained about products
and operational processes to enhance efficiency in service. The Bank has also
organized a non-life insurance agent licensing examination for branch managers
nationwide, and plans to extend the test to sales teams. It is expected that the testing
for all branch managers and sales teams will be completed by the end of 2005.

Developments and improvements in products and services during the first half,
classified by product group, are as follows:

e Retail Business Lending
During the first half of 2005, the Bank continued to conduct an analysis on
customer profiles, and worked on the development of products with credit structures
designed for cach customer segment. With this, non-collateralized loans with the
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brand name of, “KBANK SME Klean Credit” were offered to SME customers’ to
facilitate funding for liquidity and business expansion. Application forms were
standardized nationwide to make them easier for customers to complete, while the
credit line approval process was also improved to suit customer’s needs. The Bank
also continued to create sound bank-customer relationships and increase our business
opportunities through various marketing campaigns.

o Consumer Loans’

As for housing loans, the Bank continued to focus on the use of marketing
campaigns to maintain existing customers and create closer bank-customer
relationships. Particularly, during the second quarter, the “Decoration Guide by Home
Smiles Club” magazine was provided to Home Smiles Club members to attract new
customers. This, together with marketing campaigns, is expected to help the Bank
succeed in this area.

o Credit Cards

Throughout the first half, the Bank, in cooperation with business allies, has
steadily launched various marketing campaigns to encourage credit card spending. As
for the competition to increase shares of card accepting stores, the Electronic Data
Capture (EDC) system has been upgraded to international standards, and newer model
EDC machines have been installed at stores since June. It is expected that 7,000
machines will be installed by the end of 2005. Aside from this, the Bank is in the
process of implementing the “Secure Communications Project”, which allows the
sending and receiving of data between the Bank and customers to be processed
through an Internet system, instead of recording them in diskettes. Early in the second
quarter, the Bank began to provide credit facilities for China UnionPay (CUP) credit
and debit cards, issued by China’s banks. At the end of the first half, 500 participating
merchants had joined the project, and it is expected that there will be 2,000
participating merchants by the end of 2005.

¢ Electronic Banking Services
The Bank’s electronic banking services can be broken down into 5 major types,
listed in the following:

- KBANK e-ATM and e-Cash Deposit
As of the end of the first half, the Bank’s ATM machines had increased to
1,580 units, all of which have been modified to handle transactions for China
UnionPay (CUP) cards, being ready as of May 13, 2005. Menus were adjusted to
make them easier to use, and the “SurePay” service was advertised on monitors. At the
same time, e-Cash Deposit machines were increased to more than 80 units.
- KBANK e-Internet Banking
The use of e-Internet Banking services continued to increase during the first
half, especially in the second quarter, when the use of e-Internet Banking services by
individual customers and use of e-Biz Link services by small business customers
increased by 8.59 and 8.24 percent over the first quarter, respectively. More payment
channels were offered to another thirtcen business allies to facilitate their merchandise
and service payments. '
- KBANK e-Mobile Phone Banking
At the end of the second quarter, the use of e-Mobile Phone Banking services
rose by 18.64 percent over the first quarter. Since May 2005, the system has been
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undergoing upgrades to handle transactions for VISA cards, in addition to those
carried out for the Bank’s savings and current accounts. The Bank has also improved
the PIN registration system to speed up card approval processes.

- KBANK e-Commerce '

During the first half, the security and safety of the e-Commerce system have
been continually improved to expedite the system installation and better serve store
customers. In the second quarter, the number of stores using this service increased by
3.28 percent over the first quarter.

- KBANK e-Phone Banking

Work proceeded on improvements in e-Phone Banking services. Service teams
were trained and informed about product features, and tests have regularly been
conducted on teams and team managers. To better reach targeted customers, e-Phone
Banking has been used as an additional channel to promote the Bank’s SME loan
service, the “Home Loan Lead Generation” project, and increase utility payments
through credit cards - i.e., the “Smart Billing Campaign”, as well as encourage credit
card spending through the Bank’s various programs. Besides these efforts, the
Interactive Voice Response (IVR) system was also improved to enhance the efficiency
of service to customers, particularly in credit card activation via service staff. This
will also help in the tracking of job progress, starting with data response on to the end
of the process, while news and information will be provided in a broader scope.

e Deposits and Fee-based Income

During the second quarter, six additional foreign exchange booths were set up,
while competitive exchange rates have been offered, leading the Bank’s buying rates
to reach the top three among all Thai banks. The Bank has also increased sales
channels for travelers’ checks and drafts at related branches, and has cooperated with
hotel businesses and other major customers in providing currency exchange services to
increase transactions and internationalize the Bank’s foreign exchange booth image.
As for transferal services, marketing campaigns for the “SurePay” service, as well as
for ATM and debit cards, have been organized to encourage payments through the
Bank’s channels and increase spending through debit cards.

O Financial Position

e Leans
Retail Business Group credits classified by products
(Million Baht)
Percent of Total Loans Changes
RBG’s Loans
Jun 30, Dec 31, Million Percentage
2005 2004 Baht' hange
Total 100.00 296,300 276,894 19,406 . 7.01
Retail business lending 75.10 222,524 210,055 12,469 5.94
Housing loans 19.75 58,532 52,306 6,226 11.90
Credit card products 3.96 11,722 11,690 32 0.28
Other loans 1.19 3,522 2,843 679 23.88

As of June 30, 2005, the Retaif Business Group’s total outstanding loans were
Baht 296,300 million, increasing by Baht 19,406 million, or 7.01 percent, over the end
of 2004. Growth was seen in every product, especially housing loans due to loan
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expansion and increased efficiency in debt collections. Following this was retail
business lending, mostly in promissory notes and long-term loans.

e  Deposit Products

As of June 30, 2004, the Retail Business Group’s total deposits amounted to
Baht 587,670 million, declining by Baht 15,288 million, or 2.54 percent, from the end
of 2004, This was due to a decrease in fixed deposits, while savings and current
deposits continued to grow. It should be noted that these deposits did not include
those of the Corporate Business Group and are not the Bank’s total deposits.

B l-yearfived deposit [ = 2 yearfired
account deposit account

SI%GLSTSMB) 1 S1% @897 MB)

L S-nonthfied 8 Cunent account
deporitaccount — \\\ VY 1A QR 4RAWMR)
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M Savings acermnint

8 Jmonthimed 55.86% (328,283 MB)
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3.4 Treasury Group

The Treasury Group’s responsibilities include asset and liability management
and the trading of foreign currencies, equity securities, debt instruments, and
derivatives. The goal is to manage investments to achieve maximum benefit within
appropriate risk levels, and in line with the Bank’s policies and governing authorities’
rules and regulations. The Group’s tasks also include liquidity management in
accordance with the Bank’s policies and BoT requirements, and conducting
transactions for trading purposes, which are generally short-term investments, as well
as providing service to customers in the area of foreign exchange, debt instruments,
and derivative instruments.

O Changes in the Operating Environment

During the first half of 2005, interest rates took on an upward trend, as the U.S.
Federal Reserve’s four interest rate hikes sent its policy Fed Funds rate to.3.25 percent
at the end of June 2005, from 2.25 percent at the end of 2004. Meanwhile, the Bank of
Thailand had increased its 14-day repurchase rate to 2.50 percent, from 2.00 percent.
As this BoT’s policy rate tends to increase further in line with rising inflation -- due
mainly to a surge in oil prices and a rising trend of U.S. Fed Funds rate -- the Bank’s
strategy for interest rate risk management is to not increase investments in fixed-
income securities to keep risks at appropriate levels.
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O Business Operations in the First Half

Throughout the first half of 2005, the Bank has focused on increasing fee-based
income through derivative instruments, and continued with a strategy of not increasing
investments in equity securities. At the same time, products yielding higher returns,
including structured products and credit derivative instruments, were developed to
prepare for a possible decline in liquidity and increases in interest rates. Meanwhile,
the Bank has conducted.more financial transactions related to other types of derivative
instruments to meet with customers’ needs and expand the customer base in this area.

0O Financial Position and Operating Performance ‘

In the second quarter, total investments of the Treasury Group averaged at Baht
199,655 million, decreasing by Baht 6,714 million, or 3.25 percent, from the end of
the first quarter. Investments in the mon:y market accounted for 48.34 percent of the
total investments, while investments in the capital market accounted for the remaining
51.66 percent.

Treasury Group’s income

{Million Baht)
Type of Transaction Percentof  Q2-2005 Q1-2005 Changes during
Total TG’s Q1-05 to Q2-05

Income Million  Percentage

Baht Change

Interest and Dividend Income

Interbank and money market items 33.07 580 516 64 12.40
Investments 67.05 1,176 859 317 36.90
Non-interest Incomc
Gains on investments 3.36 59 3 56 1,866.67
Gains on exchange and other non- :
interest income -3.48 -61 55 -116 -210.91
Total 100.00 1,754 1,433 321 22.40

Note: The figures above are managerial figures.

For the second quarter of 2005, the Group had total income of Baht 1,754
million, increasing by Baht 321 million, or 22.40 percent, over the first quarter. This
was due to an increase in interest and dividend income of Baht 381 million, as interest
rates took on an upward trend, while dividend income increased over the first quarter.
However, non-interest income declined by Baht 60 million, attributed mainly to losses
on revaluation of financial derivatives.
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4. Risk Management and Risk Factors'

4.1 Credit Risk Management

Throughout the first half of 2005, the Bank has made efforts to improve our
credit approval and contract signing processes for upcountry customers by upgrading
these procedures to a uniform, national standard and thus improving overall credit
quality. This includes the adoption of a standardized business loan application form
for loan requests up to Baht 7 million, rather than using the prior credit application
form. To enhance the clarity of criteria for credit approval, credit applications attach
further evidence that pertain to the applicant’s debt servicing ability, and the ratio
between credit lines and collateral, as important factors to be considered. For credit
analysis for loan applications exceeding Baht 7 million, the Bank has carried out a
financial position analysis based on customers’ financial statements.  These
improvements in procedures are consistent with the Bank’s overall strategy of
increasing the functional expertise of our operational staff in credit business matters,
both in associated and functional business groups. During the first half, considerable
progress was made in the Credit Transformation Program, which is now nearing
completion of its goals.

Also, it should be noted that, aside from improvements in the above processes
and procedures, the Bank has steadily undertaken efforts to improve overall credit
policies for each customer group to comply with changing environments and
regulations. This will help improve the efficiency in providing service to customers
and support the credit policy for new products, new customers and the business
activities of the Bank’s subsidiary companies.

At the same time, the Bank has attached some significance to avoiding credit
over-concentration in any given category of customer, sector, industry or geographical
locale by setting segmented targets, and following up on these targets on a monthly
basis.

Details about the Bank’s credit portfolio profile in the first half of 2005 are as
follows:

s Qutstanding Loans

As of June 30, 2005, the Bank’s consolidated outstanding loans stood at Baht
605,003 million, increasing by 2.22 percent over Baht 591,852 million at the end of
the first quarter. The amount rose by 2.10 percent over Baht 592,588 million at the
end of 2004.

As of the end of June 2005, 57.62 percent of the Bank’s outstanding loans to
customers were loans not exceeding Baht 20 million. Credit extended to the 20 largest
borrowers, excluding Phethai Asset Management Company and Kasikom Factoring,
which are wholly-owned subsidiaries, accounted for Baht 46,415 million, or 7.79

' The details of the overall Risk Management framework, Risk Management Principles, Market Risk

Management, Liquidity Risk Management, Operational Risk Management, the Performance Evaluation
in the form of Risk-adjusted Return on Capital (RAROC), and Economic Profit for shareholders can be
obtained from the MD&A report for the year ended December 31, 2004.
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percent of the Bank’s total loan portfolio. Classified by customer type, juristic persons
accounted for 355,546 million, or 59.69 percent of outstanding loans, while sole
proprietor and consumer borrowings accounted for the remaining 40.31 percent. In
terms of maturity, credit with maturity of less than or equal to ! year accounted for
65.92 percent of the Bank’s total loans.

The Bank’s Consolidated Lending Portfolio — Profile

Less than 20 MB QOwer 20 MB
As of June 0, 2005 — 36 . ho RS TIeR
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The Bank’s consolidated lending portfolio, including accrued interest
receivables, as of the end of June 2005 and the end of 2004, were as follows:

The Bank’s Consolidated Lending Portfolio
(including Accrued Interest Receivables)

As of .June 30, 2008 As of March 31, 2008

Othgs  AAviculiural & Mining Omhers  ABriculiural & Mining

G.0d 9% 2,04 e R.60 %4 29304

Housing Loan
1133 %

Housing Loan
11.20%

Utilities & Services 4 Utilities & Services

10.06 %b 10.57 %%
Real [siate & Real Estate &
Coustiuction Constiuction
6.40 % 6.58 %
Manufucturing & Cunneve Manufactiwing & Conpliace

60.13 % 60.12 %0

¢ Non-performing Loans
As of June 30, 2005, NPLs of the Bank and its AMCs stood at Baht 64,576
million, equal to 10.57 percent of the total outstanding credit, including that of
financial institutions. For Bank-only NPLs, the amount totaled Baht 51,785 million,
accounting for 8.57 percent of the total outstanding credit, including that of financial
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institutions. Both NPL figures decreased from those at the end March 2005, as shown
in the table below.

(Million Baht)

Quarter ending Jun 30, 2005 Mar 31, 2005

The Bank and its AMCs’ NPLs 64,576 68,400
Percentage of total outstanding credit, including that of

financial institutions 10.57 11.55

The Bank’s NPLs 51,785 54,042
Percentage of total outstanding credit, including that of

financial institutions 8.57 9.24

In the second quarter of 2005, the Bank and its AMCs entered into debt
restructuring agreements with borrowers with pre-written-off outstanding debts
totaling Baht 19,731 million. At the same time, Bank-only pre-written-off outstanding
debts amounted to Baht 16,018 million. The details of debt restructuring and losses
from debt restructuring as of the end of June 2005 and the end of March 2005 are
shown in the following table.

(Million Baht)

Quarter ending Jun 30, 2005 March 31, 2005

Debt restructuring of the Bank and its AMCs 19,731 10,184
Losses from debt restructuring 765 749
Debt restructuring of the Bank 16,018 7,894
Losses from debt restructuring 687 432

e Allowance for Doubtful Accounts

As of June 30, 2005, allowances for doubtful accounts, including that of
financial institutions, of the Bank and its AMCs totaled Baht 38,805 million. This
amount was equivalent to 141.30 percent of the level required by the BoT. For Bank-
only allowances for doubtful accounts including that of financial institutions, the
amount stood at Baht 29,710 million, which was equivalent to 139.87 percent of the
level required by the BoT. Current allowances, both consolidated and Bank-only, are
believed to be adequate to absorb estimated and potential losses from debt
restructuring, relapses in performing restructured loans, depreciation in collateral
value, and potential loss sharing in debt restructured accounts, which have been
transferred to the Thai Asset Management Corporation.

¢ Foreclosed Properties

As of June 30, 2005, the Bank’s consolidated foreclosed properties had a cost
value of Baht 21,358 million, accounting for 2.54 percent of total assets. At the same
time, Bank-only foreclosed properties had a cost value totaling Baht 16,002 million,
accounting for 1.90 percent of total assets. ’

At the end of the second quarter, consolidated allowances for impairment of
foreclosed properties stood at Baht 3,528 million, accounting for 16.52 percent of the
cost value of foreclosed properties. As for Bank-only figures, allowances for
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impairment of foreclosed properties were at Baht 3,070 million, accounting for 19.19
percent of the cost value of foreclosed properties. Current allowances, both
consolidated and Bank-only, are believed to be sufficient to cover holding,
maintenance and disposal expenses, and losses on the liquidation of foreclosed
properties. The details of foreclosed properties and the associated allowances, as of
the end of June 2005 and the end of March 2005, are shown below.

(Million Baht)

Quarter ending Jun 30,2005 Mar 31, 2005
Consolidated foreclosed properties 21,358 21,307
Percent of total assets 2.54 2.53
Allowances for impairment of consolidated foreclosed properties 3,528 3,544
Percent of consolidated foreclosed properties 16.52 16.03
Bank-only forectosed properties 16,002 16,242
Percent of total assets 1.90 1.93
Allowances for impairment of Bank-only foreclosed properties 3,070 3,255
Percent of Bank-only foreclosed properties 19.19 20.04

e Phethai Asset Management Company Limited, and Ploy Asset
Management Company Limited

As of June 30, 2005, Phethai AMC had resolved and/or restructured NPLs
amounting to Baht 45,207 million, or 61.10 percent of the total initial unpaid principal
balance, with an expected recovery rate of 55.70 percent. For Ploy AMC, the amount

_equaled zero, since the company was effectively closed*. The details of the NPL
resolving and/or restructuring in the past five quarters arc shown in the table below.

(Million Baht)
¢ ding Jun 30, Mar 31, Dec 31, Sep 31, Jun 30,
Quarter ending 2005 2005 2004 2004 2004

Phethai Asset Management Company Limited
Cumulative loans resolved/restructured 45,207 43,943 44,555 41,937 37,412
Percent of the total initial unpaid
principal balance 61.10 67.86 68.80 64.76 57.77
Ploy Asset Management Company Limited
Cumulative loans resolved/restructured n.a* n.a* 30,659 30,166 29,830
Percent of the total initial unpaid
principal balance n.a.* n.a.* 74.43 73.23 72.42

Note: * On March 185, 2005, all assets of Ploy AMC were transferred to the Bank and Phethai AMC,
making Ploy AMC’s cumulative loans resolved/restructured equaling zero from the end of the
first quarter onward.

4.2 Market and Liquidity Risk Management

To increase our flexibility in funding management, in the first period of 2005, a
General Meeting of Sharcholders has passed a resolution to amend the Bank’s
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practices on debenture issuances valued at not more than USD3 billion. In the second
quarter, bills of exchange and Short-term Debenture Project 1/2005 were launched to
enhance investment alternatives offered to the public, as well as increase variety in the
Bank’s funding structures. ‘

Following the BoT’s new regulations regarding capital adequacy for market risk
in trading activities, the Bank has developed a system to be ready for and to comply
with these new rules, and has set aside a capital base for such purpose since the second
quarter. ’

4.3 Other Risk Management

e Risks from Guarantees and Avals
Certain transactions with customers are in the form of guarantees on borrowing
or performance, letters of credit, or avals on notes. Such transactions arc considered as
credit loans, which require submission of collateral. Regarding risk control in this area,
the Bank uses the same criteria as those used for the Bank’s normal credit approval
process. At the end of June 2005, the Bank’s contingent obligations were Baht 55,398
million, compared to Baht 57,767 million at the end of March 2005.

o Risks Incurred from Contractual Obligations of Derivative Instruments

The Bank conducts various derivative transactions as a tool for risk hedging,
including exchange rate, interest rate, and the Bank’s securities price risks. The Bank also
provides derivative instrument trading services to customers and business allies to
increase our fee-based income. As of June 30, 2005, the Bank had foreign exchange
contracts on the purchase side of Baht 114,395 million, with Baht 235,715 million on the
sales side, compared to Baht 109,552 million and 234,789 million at the end of March
2005, respectively. In addition, the Bank had interest rate contracts on the purchase side
of Baht 73,241 million and Baht 67,496 million on the sales side, compared to Baht
67,801 million and 58,185 million at the end of March 2005, respectively.

o Risks Related to Capital Adequacy

As of June 30, 2005, the Bank’s capital adequacy ratio, including the risk assets
of Phethai and Ploy AMCs, was at 13.50 percent, which is significantly above the BoT
minimum requirement of 8.50 percent. The Bank also monitors capital closely, as it
fluctuates with operations.
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5. Functional Groups

For greater efficiency, the Bank undertook developments in many aspects
within the core business groups, and in the first half of 2005, several ongoing
programs were continued, including the following:

O Building an Effective, Performance-Based Organization

With the goal of becoming a performance- and competency-based
organization, the Bank continued with the implementation of the PRO (Performance
Reward Opportunity) project carried over from the previous year. Supplementary
projects have been introduced to stimulate cooperation within and between
departments and operating groups, and provide incentives toward working together to
meet the Bank’s business targets.

Q IT Security Policy and Infrastructure

With due regard for the significance of effective security measures to protect
customers’ confidential information, in the first half of 2005, the Bank continued with
the effort to promulgate a new standard in our IT security policy and an improved IT
infrastructure. In the first quarter, work proceeded on secure 1T infrastructure to
facilitate the use of China Union Pay credit cards, and the “Metadirectory” project has
been implemented to centralize the storing and integration of the Bank’s application
users’ profiles. For the second quarter, the Bank began rolling out this program to
subsidiary companies by introducing an improved design of secure IT infrastructure
and providing advice to Kasikorn Securities Public Co., Ltd. to meet with the SEC’s
standards.

O IT Outsourcing

The Bank, in cooperation with IBM (Thailand) Co., Ltd., continued to enhance
the efficiency of IT systems under the Transformation Plan. Improvements in the
Disaster Recovery Plan and back-up systems for mainframes were completed in the
first quarter. 1t is expected that in the third quarter, after procurement of necessary
additional hardware, further improvements will be undertaken. Work has also been
carried out in improving the Local Area Network (LAN), wherein procurement of
additional equipment and hardware was undertaken in the first quarter. During the
second quarter, the network systems have been upgraded and tested in prototype, and
the new installations are now approximately 50 percent complete. An architectural
compliance review team has been set up to manage a new enterprise architecture and
set necessary standards for its implementation. This team will also draft a future IT
system upgrade master plan for the Bank. This plan will reduce the amount of time
required for and eliminate unwanted redundancies in subsequent system upgrade, as
well as increase system efficiency.
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6. KASIKORNBANK’s Investments in
Associated Companies

Subsidiary

and

The Bank’s investments in subsidiary and associated companies as of June 30,

2005 are listed in the table below.

Details of Investments

Company Name Place Type No. of No. of Percentage  Type of 2005 First
of shares Shares Held (%) Shares Period
Business issued Held Operating
Performance
(Baht)
Investment in Asset Management Company
1. Phethai Asset Management
Co,,Ltd. Bangkok Services 800,000,000 799,999,993 99.99 Ordinary 91,597,064
(Formerly Thonburi Asset Management Co.,Ltd.)
Tel. 0-2694-5000 Fax. 0-2694-5202
2. Ploy Asset Management Co.,Ltd. Bangkok Services 500,000,000 499,999,993 99.99 Ordinary 39,171,758
(Formerly Chanthaburi Asset Management Co., Ltd.)
Tel. 0-2694-5000 Fax. 0-2693-2525
Investment in Subsidiary and Associated Companics
1. Kanpai Co.,Ltd. Bangkok Services 200,000 199,993 99.99 Ordinary 20,258,694
Tel. 0-2273-3898 Fax. 0-2270-1262
2. Progress Plus Co.,Ltd. Bangkok Services 230,000 229,993 99.99 Ordinary 416,119
Tel. 0-2225-2020 Fax. 0-2270-1273
3, Kasikorn Factoring Co.,Ltd. Bangkok Factoring 1,600,000 1,599,994 99.99 Ordinary 38,265,857
(Formerly Thai Farmers Heller Factoring Co., Ltd.)
Tel. 0-2290-2900 Fax. 0-2275-5165
4. Progress Land and Buildings
Co.,Ltd. Bangkok  Real Estate 13,200,000 13,199,992 99.99 Ordinary 970,506
Development
Tel. 0-2225-9435 Fax. 0-2273-3883
5. Kasikorn Research Center
Co.,Ltd. Bangkok Services 100,000 99,993 99.99 Ordinary 1,048,869
Tel. 0-2273-1874 Fax. 0-2270-1569
6. Progress Facilities Management Co., Ltd.
Bangkok Services 50,000 49,993 99.99 Ordinary 3,092,272
Tel. 0-2273-3289-91 Fax. 0-2273-3292
7. Progress Management Co.,Ltd. Bangkok Services 60,000 59,993 99.99 Ordinary 2,327,051
Tel. 0-2225-2005 Fax. 0-2273-3883
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Company Name Place Type No. of No. of Percentage  Type of 2005 First

of shares Shares Held (%) Shares Period
Business issucd Held Operating
Performance
(Baht)
8. Progress Software Co.,Ltd. Bangkok Services 100,000 99,994 99.99 Ordinary 8,029,067
Tel. 0-2225-7900 Fax. 0-2270-1197
9. Kasikomn Leasing Co.,Ltd. Bangkok Leasing 6,000,000 5,999,993 99.99 Ordinary (6.767,646)
Tel. 0-2696-9900 Fax. -
10. Progress Storage Co.,Ltd. Bangkok Services 30,000 29,993 99.98 Ordinary 5,121,920
Tel. 0-2273-3832 Fax. 0-2271-4784
11. Progress Service Co.,Ltd. Bangkok Services 20,000 19,993 99.97 Ordinary 5,386,677
Tel. 0-2273-3293-4 Fax. 0-2273-3292
12. Progress HR Co.,Ltd. , Bangkok Services 10,000 9,993 99.93 Ordinary 984,595
Tel 0-2273-1785-6 Fax 0-2270-1273
13. Kasikorn Securities Public
Co.,Ltd. Bangkok  Sccurities 60,000,000 59,944,662 99.91 Ordinary  (19.625,183)
Tel. 0-2696-0071 Fax. -
14. Progress Appraisal Co.,Ltd. Bangkok Services 5,000 4,992 99.84 Ordinary 9,428,446
Tel. 0-2273-3649 Fax. 0-2270-1051
15 Kasikorn Asset Management Co., Mutual
Ltd. Bangkok Fund 27,154,274 19,394,156 71.42 Ordinary 102,481,394

Management
Tel. 0-2693-2300 Fax. 0-2693-2320

16. Processing Center Co.,Ltd. Bangkok Services 100,000 30,000 30.00 Ordinary 40,057,341

Tel. 0-2237-6330-4 Fax. 0-2634-3231

17. N.C.Associate Co.,Ltd. Bangkok Trading 10,000 2,823 28.23 Ordinary (11.889)
Tel 0-2661-5200 Fax 0-2661-4136

Joint
18. Rural Capital Partners Co.,Ltd. Bangkok Venture 1,000,000 275,000 27.50 Ordinary 234,192
Tel 0-2318-3958 Fax 0-2318-3958 ext. 406 !
19. Progress Information Co‘,Lt'd. Bangkok Services 1,000,000 200,000 20.00 Ordinary (3,919,147)
Tel 0-2642-7242 Fax 0-2263-8051
20. M Grand Hotel Co.,Ltd. Bangkok Hotel 100,000,000 20,000,000 2000 Ordinary (672.771)
Tel 0-2617-1949 Fax 0-2617-1940-1
21. E.S.Industries Co.,Ltd. Pathum Textiles 1,100,000 220,000 20.00 Ordinary -

Tel 0-2516-9124-8 Fax 0-2516-9202 Thani

Note: These operating performance figures are shown in subsidiary and associated companies’
financial statements.

Management Discussion and Analysis (MD&A) 31



