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Basel Il Pillar Il Disclosures

As at December 31, 2018
1. Introduction

Guideline on capital supervised by the Bank of Thailand (BOT) is referred from global regulatory
framework on BASEL determined by Basel Committee on Banking Supervision (BCBS). The objective of this
supervisory guideline is to improve the quality of the financial institution's capital so as to able to support the
loss which may incur in the normal and crisis situations. Under Basel framework, it uses a "three pillars" concept

which can be detailed as follows:
Pillar 1: Minimum capital requirement

The first pillar deals with maintenance of minimum capital to cover the credit risk, market risk and

operational risk.
Pillar 2: Supervisory review process

The second pillar determines the role for the financial institution and the supervisor. For the financial
institution, it requires the financial institution to have the qualified risk management framework as well as a
systematic and continuous process for assessing the adequacy of capital in relation to all risk profile including
the risk which are not covered in Pillar | e.g. liquidity risk, credit concentration risk and the loss which may incur

in the crisis situation.

For the role of supervisor, the supervisor should review, monitor and evaluate the risk management
framework, assess the capital adequacy and take appropriate supervisory action with the financial institution

that have the problem.
Pillar 3: Market discipline

The third pillar aims to have the financial institution to disclose the capital maintenance, the risk
exposures, risk assessment processes in order for the external shareholders and market participants have the

enough information to analyze and assess the risk of the financial institution.
2. Scope of application

As a result of Basel Ill Pillar lll: Market discipline, the Bank has disclosed this information on a solo
basis and full consolidation basis in accordance to BOT’s Notification No. SorNorSor. 4/2556 Re: Information
Disclosure as Regards to Capital Maintenance for Commercial Banks and No. SorNorSor. 5/2556 Re:

Information Disclosure as Regards to Capital Maintenance for the Financial Business Group.
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3. The namelist and business type of companies in financial business group under Full

Consolidation level

The companies under financial business group under Full Consolidation level totaled 21 companies

are as following:

Companies

Business Type

—_

. Bank of Ayudhya Public Company Limited

N

. Ayudhya Development Leasing Company Limited

3. Ayudhya Capital Auto Lease Public Company Limited

B

Ngern Tid Lor Company Limited

(@)

. Ayudhya Capital Services Company Limited

6. General Card Services Limited

7. Krungsriayudhya Card Company Limited

8. Siam Realty and Services Security Company Limited
9. Total Services Solutions Public Company Limited
10. Krungsri Asset Management Company Limited
11. Krungsri Ayudhya AMC Limited

12.Krungsri Securities Public Company Limited

13. Krungsri Factoring Company Limited
14.Krungsri Life Assurance Broker Limited

15. Krungsri General Insurance Broker Limited
16.Tesco Card Services Limited

17.Tesco Life Assurance Broker Limited

18.Tesco General Insurance Broker Limited
19.Krungsri Leasing Services Company Limited
20.Hattha Kaksekar Limited

21.Krungsri Finnovate Company Limited

Commercial banking

Hire-purchase and leasing
Hire-purchase and auto leasing
Hire-purchase and motorcycle loans
Credit cards and personal loans

Credit cards and personal loans

Credit cards and personal loans

Car rental services and personnel services
Collection services

Fund management

Asset management

Securities

Factoring

Life assurance broker

General insurance broker

Credit cards and personal loans

Life assurance broker

General insurance broker
Hire-purchase, leasing and sales finance
Micro finance

Venture capital
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4. Capital information
4.1 Capital structure
Tier 1 Capital

Common Equity Tier 1

® |ssued and fully paid-up share capital and net premium

® | egalreserve

® Retained earnings after appropriation, already approved by annual general shareholders
and/or Board of Directors meetings

®  Otherreserves
@) Surplus on revaluation of land and building or units in condominium
O Surplus (deficit) on revaluation of available for sales investment in debt and
equity securities
O Profit (loss) from conversion of financial statements from a foreign operation
O Other items from owner changes, namely, capital surplus (deficit) due to the

merger of businesses
® Deferred tax assets (deducted item)
®  Goodwill (deducted item)

® |ntangible assets (deducted item)
Additional Tier 1

® Components, which eligible for additional tier 1 of the Bank’s financial business group,

only portion held by non-controlling interest and third parties.
Tier 2 Capital
® | ong-term subordinated debentures
®  General provision

®  Components, which eligible for tier 2 of the Bank’s financial business group, only portion

held by non-controlling interest and third parties.
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Unit: Million Baht

Financial Business Group Bank-Only
Item December 31, June 30, December 31, June 30,
2018 2018 2018 2018
1. Tier 1 Capital (1.1+1.2) 209,011 200,173 175,377 168,439
1.1 Common Equity Tier1 (CET1) 207,971 199,202 175,377 168,439
1.1.1 Issued and paid up share capital 73,558 73,558 73,558 73,558
1.1.2 Premium on share capital 52,879 52,879 52,879 52,879
1.1.3 Legalreserve 5891 5,007 5,891 5,007
1.1.4 Net profit after appropriation by resolution of 95,769 86,997 53,785 46,952
the general meeting of shareholders or by
the regulations of the banks registered in the
country
1.1.5 Other reserves ) )
1.1.5.1  Accumulated other comprehensive 7,280 7,884 7,806 8,245
income
1.1.5.2 Other items from owner changes (5,218) (5,218) (5,218) (5,218)
1.1.6 Items to be deducted from CET1 (22,188) (21,905) (13,324) (12,984)
1.2 Additional Tier 1 1,040 o71 - -
1.2.1 Components, which eligible for additional tier 1,040 971 - -
1 of the Bank’s financial business group,
only portion held by non-controlling interest
and third parties
2. Tier 2 Capital 60,469 60,095 53,599 54,739
2.1 Subordinated debentures 41,985 41,985 41,985 41,985
2.2 General provision 18,235 17,879 11,614 12,754
2.3 Components, which eligible for tier 2 of the Bank’s 249 231 - -
financial business group, only portion held by non-
controlling interest and third parties
3. Total Regulatory Capital (1+2) 269,480 260,268 228,976 223,178
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4.2 Capital adequacy

The Bank has adopted the following Basel Approach for capital calculation:
- Standardized Approach “SA” for credit risk.
- Standardized Approach “SA” for market risk
- Standardized Approach “SA-OR” for operational risk

Recognizing the importance of capital and its adequacy, for 2018, the Bank maintains, as a
policy, a minimum capital adequacy ratio above the minimum official requirement, which currently
required at 10.375% (8.5% of the minimum capital adequacy ratio plus 1.875% of the conservation

buffer) for credit risk, market risk, and operational risk by the BOT.

In addition, the Bank closely and regularly monitors and assesses both internal and external
factors and developments that could have an impact on the capital level - both economic and operating
environment. The 3-year strategic business plan, which is conducted annually, is also taken into

consideration when the Bank assesses and forecasts both capital adequacy and requirement.

In compliance with Basel Pillar Il guideline, the Bank also has in place an Internal Capital
Adequacy Assessment Process (ICAAP), which calls for a regular assessment of capital adequacy
under the stress testing scenarios. If the result of the stress test indicates a possibility of that the capital
falling below the prescribed level, the Bank’s management must immediately prepare an action plan to

ensure that capital for the Bank and the financial business group is adequate at all times.
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Table 2 Minimum capital requirements classified by types of risks

Unit: Million Baht

Financial Business Group Bank-Only
Minimum capital requirements December June 30, December June 30,
31, 2018 2018 31, 2018 2018

Performing assets 122,542 120,068 115,210 113,784
1. Claims on sovereigns and central banks, 552 543 349 388

multilateral development banks (MDBs) and

public sector entities (PSEs) that are treated

as claims on sovereigns
2. Claims on banks, public sector entities 3,866 3,586 3,701 3,398

(PSEs) that are treated as claims on banks

and securities companies
3. Claims on corporate and public sector 55,466 57,675 60,058 62,123

entities (PSEs) that are treated as claims on
4.  Claims on retail portfolios 46,369 43,371 31,369 29,612
5. Residential mortgage exposures 11,645 10,707 11,485 10,557
6. Other assets 4,644 4,186 8,248 7,706
Non-performing assets 1,456 1,512 1,329 1,367
Minimum capital requirements for credit risk 123,998 121,580 116,539 115,151
1. Interest rate risk 2,163 2,062 2,164 2,093
2. Eaquity price risk - 5 - 5
3. Foreign exchange rate risk 641 302 151 132
4. Commodity price risk - - - -
Minimum capital requirements for market risk 2,804 2,369 2,315 2,230
Minimum capital requirements for operational risk 15,050 14,338 9,744 9,483
Total minimum capital requirements 141,852 138,287 128,598 126,864

* The minimum capital requirements are calculated based on the minimum regulatory capital adequacy ratio at 8.5%. If capital
conservation buffer of 1.875% for 2018 had been included, total capital requirements as of December 31, 2018, would have

been Baht 173,145 million on a Financial Business Group basis and Baht 156,967 million on a Bank-Only basis.
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Table 3 Capital adequacy ratio

Unit: %
Minimum BOT
Financial Business Group Bank-Only
requirement*
Ratios December December December
June 30, June 30, June 30,
31, 31, 31,
2018 2018 2018
2018 2018 2018
1. Total capital / Total risk weighted 10.375 10.375 16.15 16.00 15.13 14.95
assets
2. Total Tier 1 capital / Total risk 7.875 7.875 12.52 12.30 11.59 11.28
weighted assets
3. Total Common Equity Tier 1 capital / 6.375 6.375 12.46 12.24 11.59 11.28

Total risk weighted assets

* BOT requires to maintain minimum CAR at 8.5% and gradually increases the conservation buffer at 0.625%
per year since January 1, 2016 until reaching 2.5% by January 1, 2019.
Remark:
BOT has adopted supervisory framework for Domestic Systemically Important Banks (D-SIBs) by requiring qualified banks to
maintain higher capital to better absorb losses from their operations. The Bank is identified as D-SIBs and required to maintain
additional 1% of common equity tier 1 from the current minimum requirement. This new requirement will be phasing in starting

at 0.5% on January 1, 2019 and 1% on January 1, 2020.
5. Risk exposure and assessment
Risk Management Principles

The Bank’s risk management covers 3 major risks, namely credit risk, market risk, and operational risk.
The Bank has in place separate policies to manage these risks, since each has different characteristics.
However, there are common risk management practices, for example, ceiling limits, control mechanism, risk
assessment and risk monitoring procedure, and reporting procedure. These common risk management
practices are for the relevant parties to promptly manage and/or handle with the risk. The Bank also invests in
risk assessment tools for each risk and good data governance in order to enhance the efficiency and
effectiveness of risk control, risk measurement, and risk monitoring.

In addition to credit risk, market risk, and operational risk, the Bank has put in place an ICAAP under
the Pillar 2 guideline. The ICAAP covers the additional risks — credit concentration risk, interest rate risk in the
banking book, liquidity risk, strategic risk, reputation risk, and etc. The Bank ensures that appropriate
procedures are in place to minimize each of these risks, and regularly conducts a stress test to assess the

impact of a severe event on the Bank’s capital.
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Roles and duties of internal auditors in auditing risk management process

Internal auditors of the Bank have the duty to audit and assess the adequacy and effectiveness of the
Bank’s risk management process to ensure that it is adequate and appropriate to the complexity of the Bank’s
transactions. The audit of the risk management process is conducted to provide reasonable assurance that the
Bank’s operations, which shall be within the Bank’s acceptable risk level, will meet the established objectives
and targets.

The scope of work of the internal audit encompasses all activities of the Bank undertaken by its entities
in Thailand, overseas branches and companies under its financial business group (full consolidation). Internal
audit of risk management activities, among others, include the following:

° Roles and responsibilities of risk management function;

. Policies and operation process on relevant risk management;

® Risk management processes regarding risk identification, risk measurement and
assessment, risk management, risk monitoring and reporting.

The audit of the risk management process covers credit risk, market risk, liquidity risk and operational
risk, including reviewing the ICAAP, stress test process, and reporting the review result to the Board of Directors
through the Audit Committee to ensure that the ICAAP process is appropriate to the Bank's risk level that has

been changed.

6. Credit Risk
6.1 General information of credit risk exposure

Credit Risk Management

Credit risk is the risk that the Bank’s counterparty will not be able to fulfill its obligation with the
Bank, resulting in a loss to the Bank’s income and capital.

Credit risk management principle and guideline, credit analysis, and credit approval process,
are detailed in the Bank’s Policy for Credit Risk Management and other relevant papers. The supervision
of the requirements is conducted by an independent Risk Unit. The Risk Management Group is
responsible for establishing credit risk management policy, credit risk analysis, portfolio risk
measurement, reporting of portfolio status while the Credit Review Department is responsible for reviewing
credits and contingent liabilities and the Credit Audit Department is responsible for auditing the credit
process of the Bank and its subsidiaries to ensure that internal controls, risk management, governance
processes are adequate, effective and in accordance with the Bank's policies and other relevant laws and

state regulations. Both departments are under Credit Examination Division, Internal Audit Group.
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Credit Risk Management Structure

The Risk Management Group is authorized to formulate risk management policies and procedures
appropriate for each type of risk, developed in accordance with our defined risk appetite, endorsed by the Risk
Management Committee, and approved by the Board of Directors (the Board). It is also responsible for
monitoring and reporting portfolio quality, highlighting key risks, and developing strategies to manage potential
portfolio and account risks for the Board and relevant committees. The authority and responsibilities of those

involved in managing risk are allocated to seven parties:

® Board of Directors

The Board defines our risk appetite, and delegates approval authority for loan applications
corresponding with credit risk types, risk amounts and credit risk ratings, to the Credit Committee

through the Executive Committee.

® Credit Committee

The Credit Committee comprises senior executives from the Risk Management Group and the
Credit Underwriting Group, as well as senior executives from relevant functions including business

functions.

® Risk Management Committee

Primary responsibilities:

» Approving and recommending to the Board integrated risk management policies and
procedures for Krungsri Group;

» Reviewing Krungsri Group portfolio quality;

« Reviewing key market and operational risks, operational losses (such as fraud), as well as
related systems and human error; and

» Ensuring that Krungsri risk management methodologies are followed.

® Credit Portfolio Subcommittee

The subcommittee’s primary responsibility is to ensure sound portfolio management in
accordance with Krungsri's policies and procedures by:
» Monitoring our portfolio credit concentration, risk trends, and policies for handling specific
industries;
« Considering credit policies for specific companies to avoid credit concentration; and

+ Considering the management and operation of country risks.
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® NPL/NPA/TDR Monitoring Subcommittee Primary responsibilities:

« Establishing and reviewing policies, regulations, guidelines, and methods to improve
NPL/NPA/TDR;

» Supervising and continually monitoring progress of these to speed debt restructuring and
prevent debt quality deterioration; and

« Approving principles for bid pricing and participation in collateral auctions for legal

execution or asset sales.
® (Collateral Valuation Committee Primary responsibilities:

* Establishing and reviewing policies and procedures for collateral valuation submitted with
loan applications and foreclosed assets or auctioned properties in accordance with asset
revaluation regulations;

» Overseeing and offering guidance to in-house appraisers to ensure that they act with
integrity and accuracy in compliance with Krungsri and Bank of Thailand procedures; and

* Reviewing and approving the results of appraisals carried out by both in-house and external

appraisers.
® (Capital Management Subcommittee Primary responsibilities:

» Supervising capital management and ensuring alignment with applicable regulations, as
well as capital management that corresponds to the Bank’s risk appetite and capital
demand;

» Supervising, reviewing, and providing recommendations for stress testing used as a tool for
risk management; and

» Reviewing and approving capital allocation and assessing capital demand while adhering
to the business plan and risk levels in both normal and crisis situations, and considering

capital contingency plans whenever the Bank’s capital changes significantly.

Key Risk Factors and our Management

® Enterprise-Wide Risk Management

To support sustainable growth and manage risk with an integrated perspective, we established
the Enterprise-wide Risk Management Framework (ERM) to oversee and manage all types of risk that
may arise from changes in external or internal environments, using an internal capital adequacy

assessment process (ICAAP) integrated into this framework.
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® Enterprise-wide Risk Management Framework (ERM)

Under this framework of enterprise wide risk management, tools are implemented to ensure

that all material risks are identified, measured, and responded to, within acceptable limits.

The Risk Appetite Framework is an overall risk governance framework including policies,
procedures, controls, and systems through which risk appetite is established, communicated, and
monitored. It is meant to ensure that Krungsri Group has clear guidelines for risk levels that are
appropriate for our risk capacity and business strategies.

The Risk Map was developed to identify potential risk events with material impact on Krungsri
Group’s business or risk profiles.

The Heat Map is implemented to measure and monitor the current risk status of key risk areas
in an integrated manner using key risk indicators.

Top Risks are material risks identified through the Heat Map and the Risk Map that warrant
close monitoring and require action plans within a reasonable timeframe for their prevention or

mitigation.
® The Internal Capital Adequacy Assessment Process (ICAAP) Integration

In response to ICAAP regulatory requirements, we have integrated this process with our ERM
framework, under which material risks can be dynamically identified considering the external and
internal environment, our business plan, and the complexity of the Bank’s businesses. Risk appetite is
established and managed to ensure that our capital position is within acceptable limits and meets
regulatory requirements under normal and stress conditions. Stress tests are conducted regularly and
are overseen by the Capital Management Subcommittee, through which timely and effective action

plans can be deployed.

® Organization and Structure

Enterprise-wide risk is managed under our enterprise-wide risk management policy approved
by the Board of Directors. The policy stipulates the risk management structure, roles and
responsibilities, reporting lines, and broad guidelines governing enterprise-wide risk. This division
manages the ERM framework, including identifying and monitoring potential risks and Krungsri Group’s
consolidated status for all significant risks. The division also collaborates with risk owners to capture
emerging risks, assess risk levels, and establish risk mitigation and prevention plans. Risk status,
including risk mitigation and prevention plans, is regularly reported to the Board via the Risk and

Compliance Committee, the Executive Committee, and the Risk Management Committee.
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Credit Risk Management

‘Credit risk’ refers to the possibility of Krungsri facing a loss caused by declining or loss of asset value
(including off-balance asset), resulting from deterioration in a borrower’s financial conditions and a subsequent
failure to meet financial obligations, or even default. Such developments could negatively impact both capital

and loan loss reserve adequacy.

An international-standard credit risk management structure has been embraced with the intent of
maintaining a good balance between business interests and credit underwriting. The establishment of checks
and balances between credit underwriters and relationship managers ensures a transparent work environment.
These two stakeholders have a common purpose in promoting the quality of credit growth and maintaining
existing loans effectively.

Within the aforementioned credit risk management framework, Krungsri developed an enhanced
automation support system to meet high standards. In addition, the Bank has developed operational guidelines,
roles, and responsibilities for loan officers at all levels, and provides employees with a shared understanding of
credit principles and practices so that all parties can communicate well, with the Bank providing training
courses on credit knowledge for relevant employees.

Krungsri’s strategy for managing credit risk is continuously determined according to our risk appetite.
To identify clear goals for practitioners, the Bank establishes policies and operational plans as guidelines which
are in accordance with our strategy including credit policy, credit risk management procedures, and credit
rating policies. Customer risk is managed based on international standards and conformity with Bank of

Thailand rules and regulations.

Credit Risk Control

The objective of credit risk control is to avoid making unsound loans, whether from the outset or after
disbursement. The credit risk management unit's responsibilities are divided between two teams, commercial

and consumer, with these respective functions:
Commercial Credit Risk

The Commercial Credit Risk Management Division manages borrower credit risk through our internal
credit risk rating framework that is enhanced continuously to meet MUFG’s high standards. We currently
categorize business customers into two main groups based on their characteristics and size: Thai Global (large
Thai companies with global trading transactions) and JPC/MNC as one group, and Thai Corporate and SME as
the other. With such categorization, we can measure the probability of default (PD), loss given default (LGD),
and exposure at default (EAD) more accurately and can better address the unique characteristics of customers
of various sizes. The Bank assesses the credit quality of its Thai Global and JPC/MNC customers and assigns
risk ratings based on an MUFG credit rating model, while using our own internally developed model for Thai

Corporate and SME.
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The internal credit rating models of both MUFG and the Bank are used to assign risk ratings for
customers at origination or acquisition, are reassessed annually, and are adjusted for changes in credit quality

over the life of the exposure through our credit review process.

In assessing the risk rating of a loan or lending-related commitment, we consider factors that could
potentially impact customer debt capacity including customer earnings and repayment sources, management’s
ability and track record, and the industry and location of the customer. We acknowledge that each customer is
different, and thus the source of information used to evaluate debt repayment capacity must be tailored to each

type of customer.

Such evaluation and rating assignment would be based on financial statements used for tax filings,
also accounting for other quantitative and qualitative factors to reflect business capacity and potential for growth

to ensure that our credit rating framework meets their standards.

The Bank has collaborated with MUFG on enhancing its internal credit rating framework to include
additional qualitative customer factors; for example, support from parent companies is incorporated into risk
adjustment procedures. Special types of customers are handled with special risk model forms. These special
customers include government organizations, religious institutions, academic institutions, special-purpose

companies (SPCs), and project finance.

Model development in compliance with International Financial Reporting Standards 9 (IFRS9) is in
place following the main principles and protocols of regulators, i.e. the Japanese Financial Services Agency
(JFSA) and the Bank of Thailand. We have collaborated with MUFG to establish a new credit rating framework
to better reflect the Bank’s actual credit risks by leveraging MUFG'’s expertise and know-how. Continuous model
validation and adjustment along with systems development and enhancement are in place to support credit
risk control in an ever-changing environment, so that our risk management practices are of the highest

international standards, in line with our goal of becoming a truly globalized bank.
Consumer Credit Risk Management

Consumer portfolios are managed at the portfolios or homogeneous-pool level. The Consumer Credit
Risk Management Division establishes product program criteria and proposals for approval by the Bank’s Board
of Directors or delegated authorities such as the Risk and Compliance Committee, and the Risk Management
Committee. For effective risk control and consistency in credit decisions, the Bank leverages risk technology
and digitalization in the credit decision process. Credit applications are processed in a Loan Origination System
(LOS), whereby credit approval decision and line assignment is based mainly on online credit bureau report
retrieval, and an automated credit criteria algorithm in accordance with approved credit criteria. Verification of

credit application data and final credit decisions are conducted by credit underwriters. Where applicable, line

Krungsri - Basel Il Pillar Il Disclosures « 17 of 73



M

krungsri

enhancement is based on behavior score and risk grade. Past-due management is centralized and is managed

by a separate unit.

The Consumer Credit Risk Management Division has adopted risk management principles of 1) risk
identification; 2) risk assessment; 3) risk monitoring and control; and 4) risk reporting in daily operation and
management. Executives of the Bank received regular updates and reporting on portfolio performance, issues

to consider, and proposed corrective actions.
As part of digital transformation, the Bank is exploring alternative lending using information based tools.

The Bank also develops models to comply with Bank of Thailand’s regulations and international
standards. The Basel Probability of Default (PD), Loss Given Default (LGD), and Exposure at Default (EAD)
models have helped us to further strengthen our portfolio management and are a major step toward complying
with the Advanced Internal Ratings-Based Approach (AIRB), while the Expected Credit Loss models are for

future International Financial Reporting Standards (IFRS) compliance.
Country Risk Management

‘Country risk’ refers to risk arising from economic, social, and political uncertainties, or from other
external factors such as natural disasters or sociopolitical unrest in countries that the Bank has granted credit
to, made an investment in, or created contingent liabilities for (with their residents), to the extent that the risk
level or the creditworthiness of such countries is affected, and the ability to pay or to meet credit obligations is
jeopardized.

For country risk management, a country limit has been established to ensure exposures to each
country are within control. The country limit is set in accordance with risk appetite, country grade, as well as
sovereign rating and external credit rating agency ratings. These guidelines enable us to manage country and
cross-border risks, including concentration risks, so that we may prudently expand our business to all countries,

in particular those of the ASEAN Economic Community (AEC).
Credit Concentration Risk

Krungsri has mitigated concentration risk from granting credit to, investing in, creating contingent
liabilities for, or making credit-like transactions to a particular customer or industry, in order to avoid any

customer or industry likely to generate heavy losses due to credit risk.

The Bank also manages concentrated credit risk by determining thresholds and limits for granting
credit to, investing in, creating contingent liabilities for, or making credit-like transactions to large borrower

groups and their related parties which are defined by regulators’ conditions as a large borrower group.
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Furthermore, a threshold limit has been established and adjusted for Krungsri credit risk arising from
industry concentration, by controlling and monitoring the outstanding balance for each industry, which must not

exceed a given industry’s threshold and limit.
Counterparty Credit Risk

Counterparty credit risk is the risk arising from the possibility that the counterparty may default on
amounts owed on a market-related transaction where the value of the contract in the future is uncertain, subject
to the fluctuation of market risk factors such as interest rates, foreign exchange rates, and so forth. Krungsri’s
counterparties are normally customers that need to square their positions and minimize their risk exposure.

To determine each counterparty’s credit risk limit, we use the same approval criteria as for other credit
risks, and closely monitor counterparty credit status for aggregate exposure, credit equivalent amounts, and
credit valuation adjustments — information that is promptly and regularly reported to senior management.

To mitigate risk arising from customer transactions, we may partially or fully hedge our risk exposure
through offsetting agreements with other counterparties — mostly other banks. In addition, Krungsri also enters
into an International Swaps and Derivatives Association (ISDA) and Credit Support Annex (CSA), where cash
collateral or highly liquid securities are required should the fair market value of any contract exceed the risk

threshold.

Credit Risk Management and Review

We rigorously monitor and review customer and portfolio risk in the following ways:

Reserve Adequacy

Loan loss provisions are calculated based on Bank of Thailand regulations. Reserves are calculated
by the Risk Management Group, while the adequacy of reserves is reviewed and approved by the Chief Risk
Officer and the Chief Financial Officer. Specific reserves are allocated to portfolios as required, with regular
stress tests conducted to ensure that reserves are adequate.

Credit Risk Audit

The Credit Examination Division is an independent central unit under the Internal Audit Group of the
Bank that is responsible for examining and reviewing all credit risk management operations, with scope and
plans approved by the Audit Committee and the Board of Directors. The audit and review scopes cover overall
credit risk management, correctness of risk ratings, compliance with credit covenants, and compliance with the

Bank’s credit policies, along with relevant Bank of Thailand criteria.

Credit Information Monitoring and Management

We regularly report credit risk levels to the Board of Directors, relevant committees, and senior
management. Our monthly credit portfolio report includes information on portfolio quality and segment trends
by facility, ratings, location, industry, and delinquency. In addition, ad hoc reports are occasionally conducted

in response to irregular situations that may affect the Bank’s credit portfolio.
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Stress Testing

The Risk Management Group conducts stress tests based on our stress test policy for both commercial
and consumer portfolios. Stress tests use past historical trends as well as future macroeconomic projections to
determine potential losses and their possible impact on the Bank’s capital. Regulator-required stress test results
are reported to the Capital Management Subcommittee, the Risk Management Committee, the Risk and
Compliance Committee, and the Board. Internal stress test results are conducted periodically and reported to
the Capital Management Subcommittee. We have strategies and action plans in place to prevent any adverse
effects. In addition, Krungsri’s stress test complies with the Bank of Thailand and Japanese Financial Services

Agency (JFSA) requirements as well as MUFG global requirements.
Subsidiary Management

All subsidiaries maintain independent risk organizations headed by senior risk executives. The Bank's
Chief Risk Officer supervises subsidiary risk management activities. These subsidiary risk management units
must comply with our overall risk management strategy, ensure sufficient capacity with the required risk-related
infrastructure, and comply with our risk appetite objectives and reporting requirements. All product, policy, and

procedural changes must be approved by the Chief Risk Officer and the Risk Management Committee.
Non-performing Loan Management

Non-performing loans (NPLs) are managed by a dedicated team of specialists experienced in handling
past-due accounts. They manage all high-volume loans and determine the best approaches to optimize
payment from customers so as to improve asset quality, minimize losses and maximize recovery. They also

conduct NPL sales based on guidance and approval from the Board of Directors.

Guidelines/statistical methods used to calculate general provision and specific Provision

Allowance for doubtful accounts is determined through methods in accordance with the BOT's
regulation. The Bank and its financial business group categorize their loan portfolio into 6 categories and
determine allowance for doubtful accounts subject to different levels of provisioning. Allowance for doubtful
accounts for loans classified as normal and special mention are calculated based on the minimum percentage
in accordance with the BOT's guidelines by using the value of collateral for calculation of reserve. For loans
classified as substandard, doubtful and doubtful of loss, the allowance rate is 100 percent of the difference
between the outstanding loan value and the present value of expected cash flow from proceeds of the
collateralized assets. The Bank has also assessed and considered the additional reserve in according to the

new BOT’s provisions (Loan Impairment).
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The companies under the Bank’s financial business group which involved in hire-purchase businesses,
with qualified portfolios under the BOT regulations, calculate allowance for doubtful accounts by using the
collective approach which classifies a group of loans having similar credit risk characteristics based on the

historical loss experience of each loan category.

The companies under the Bank’s financial business group which involved in the securities business
provide an allowance for doubtful debts based on a review of the debtor’s ability to make repayment, taking
into consideration recovery risk and the value of the collateral. Such debt classifications and provisions are
made in accordance with the guidelines of the Securities and Exchange Commission.

For the calculation of capital to risk weighted assets of the Banks and its financial business group by
SA approach, reserves has been set aside for assets on the statement of financial position and off-statement of

financial position items as follows:
Specific Provision

Refers to reserve set aside for specific asset in the statement of financial position and off-statement of
financial position, including the decline of the market price adjustment of debt and equity securities held for
trading and available for sale and impairment but excluding reserve for assets

classified as normal counted to Tier 2.
General Provision

Refers to the reserve for assets classified as normal but exclude reserve for assets classified as normal

counted in specific provision.
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Table 4 Outstanding significant balance of assets on-statement of financial position and off-balance items

before credit risk mitigation

Unit: Million Baht

Financial Business Group Bank-Only
Items December 31, December 31, @ December 31,  December 31,
2018 2017 2018 2017
1. Assets on-statement of financial position 2,050,086 1,927,417 1,887,894 1,806,921
11 Netloans 1,834,632 1,783,729 1,679,567 1,668,737
1.2 Netinvestment in debt securities Z 129,247 79,353 129,247 79,353
1.3 Deposits (including accrued interest) 71,930 49,595 64,799 44,080
1.4 Derivatives assets 14,277 14,740 14,281 14,751
2. Off-balance items * 1,870,423 1,701,100 1,878,189 1,708,532
2.1 Aval of bills, guarantees and letters 9,358 10,749 9,358 10,749
of credit
2.2 OTC derivatives Y 1,821,106 1,647,909 1,823,871 1,649,478
2.3 Undrawn committed lines 39,959 42 442 44,960 48,305

v Including accrued interest receivable and net of deferred revenues, allowances for doubtful accounts and revaluation
allowances for debt restructuring and including interbank and money market item-net.

z Including investment in accounts receivable but excluding accrued interest receivables and net of revaluation and impairment
allowances.

¥ Before multiplying by CCF.

Y Including derivative in equity securities.
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Table 5 Outstanding balance of assets on-statement of financial position and off-balance items before credit

risk mitigation classified by country or geographic area of debtors

Unit : Million Baht

Financial Business Group

December 31, 2018

Assets on-statement of financial position

Off-balance items ¥

Country or
geographic area of Net Deposits Aval of bills,
. Undrawn
debtor y investment  (including  Derivatives guarantees, oTC
Total Net loans . Total committed
in debt accrued assets and letters  derivatives
o lines
securities interest) of credit
1. Thailand 1,949,834 1,800,816 129,017 13,253 6,748 1,102,512 9,319 1,053,762 39,431
2. Asia Pacific 91,770 52,266 230 34,531 4,743 402,361 39 401,794 528
3. North America and 26,521 2,518 22,448 1,555 209,746 - 209,746 -
Latin America
4. Europe 4,447 1,518 - 1,698 1,231 155,804 - 155,804 -
Total 2,072,572 1,857,118 129,247 71,930 14,277 1,870,423 9,358 1,821,106 39,959
Less: General (22,486) (22,486) B _ R R _ R ~
Provision
Total 2,050,086 1,834,632 129,247 71,930 14,277 1,870,423 9,358 1,821,106 39,959

"Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

# Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment

allowances.

¥ Before multiplying by CCF
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Unit : Million Baht

Financial Business Group

December 31, 2017

Assets on-statement of financial position

Off-balance items ¥

Country or
geographic area Net Deposits Aval of bills,
. . Undrawn
of debtor " investment in ' (including  Derivatives guarantees, OoTC
Total Net loans Total committed
debt accrued assets and letters of  derivatives
2 lines
securities interest) credit
1. Thailand 1,864,828 1,759,312 79,042 17,335 9,139 1,020,665 10,677 968,279 41,709
2. Asia Pacific 64,779 41,622 296 19,742 3,119 311,760 72 310,978 710
3. North America
13,114 896 15 11,081 1,122 247,870 - 247,850 20
and Latin America
4. Europe 4,054 1,257 - 1,437 1,360 120,805 - 120,802 3
Total 1,946,775 1,803,087 79,353 49,595 14,740 1,701,100 10,749 1,647,909 42,442
Less: General (19,358) (19,358) - - - - - , -
Provision
Total 1,927,417 1,783,729 79,353 49,595 14,740 1,701,100 10,749 1,647,909 42,442

1/ . . . .
Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

2/ . . . . . . . . . .
Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment

allowances.

¥ Before multiplying by CCF.
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Unit : Million Baht

Bank-Only

December 31, 2018

Country or Assets on-statement of financial position Off-balance items ¥
geographic area Net Deposits Aval of bills,
] Undrawn
of debtor investment  (including  Derivatives guarantees, oTC
Total Net Ioans” Total committed
in debt accrued assets and letters of = derivatives
2 lines
securities interest) credit
1. Thailand 1,807,001 1,660,128 129,017 11,108 6,748 1,110,554 9,319 1,061,804 39,431
2. Asia Pacific 62,865 27,238 230 30,650 4,747 412,351 39 406,783 5,529
3. North America 26,342 2,475 22,312 1,555 196,762 - 196,762 -
and Latin America
4. Europe 3,300 1,340 = 729 1,231 158,522 = 158,522 -
Total 1,899,508 1,691,181 129,247 64,799 14,281 1,878,189 9,358 1,823,871 44,960
Less: General (11,614) (11,614) _ _ _ _ _ _ -
Provision
Total 1,887,894 1,679,567 129,247 64,799 14,281 1,878,189 9,358 1,823,871 44,960

1/ . . . .
Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

2/ . . . . . . . . . .
Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment

allowances.

¥ Before multiplying by CCF.
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Unit : Million Baht

Bank-Only

December 31, 2017

Country or Assets on-statement of financial position Off-balance items 8
geographic area of Net Deposits Aval of bills,
) Undrawn
debtor Net investment  (including Derivatives guarantees, oTC
Total " ) Total committed
loans in debt accrued assets and letters  derivatives
lines
securities”  interest) of credit
1. Thailand 1,757,267 1,653,022 79,042 16,064 9,139 1,036,338 10,677 983,952 41,709
2. Asia Pacific 43,173 23,274 296 16,473 3,130 324,770 72 318,125 6,573
3. North America and 13,074 859 15 11,078 1,122 223,364 - 223,344 20
Latin America
4. Europe 2,924 1,099 - 465 1,360 124,060 - 124,057 3
Total 1,816,438 1,678,254 79,353 44,080 14,751 1,708,532 10,749 1,649,478 48,305
Less: General (9,517) (9,517) - - - - - - -
Provision
Total 1,806,921 1,668,737 79,353 44,080 14,751 1,708,532 10,749 1,649,478 48,305

v Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation
allowances for debt restructuring and including interbank and money market item-net.

z Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment
allowances.

* Before multiplying by CCF.
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Table 6 Outstanding balance of assets on-statement of financial position and off-balance items before credit
risk mitigation classified by remaining term to maturity

Unit : Million Baht

Financial Business Group

December 31, 2018

Items Less:
Within 1
Over 1 year Total General Total
year
Provision
1. Assets on-statement of financial position 773,693 1,298,879 2,072,572 (22,486) 2,050,086
1.1 Netloans " 662,152 1,194,966 1,857,118  (22,486) 1,834,632
1.2 Net investment in debt securities Z 33,129 96,118 129,247 - 129,247
1.3 Deposits (including accrued interest) 71,930 - 71,930 - 71,930
1.4 Derivatives assets 6,482 7,795 14,277 - 14,277
2. Off-balance items 3 1,142,269 728,154 1,870,423 - 1,870,423
2.1 Aval of bills, guarantees and letters of 8,261 1,097 9,358 = 9,358
credit
2.2 OTC derivatives 1,100,753 720,353 1,821,106 - 1,821,106
2.3 Undrawn committed lines 33,255 6,704 39,959 - 39,959

v Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

z Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment
allowances.

¥ Before multiplying by CCF
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Unit : Milion Baht

Financial Business Group

December 31, 2017

Items Less:
Within 1 Over 1
Total General Total
year year
Provision

1. Assets on-statement of financial position 809,199 1,137,576 1,946,775 (19,358) 1,927,417
1.1 Net loans K 729,101 1,073,986 1,803,087 (19,358) 1,783,729
1.2 Net investment in debt securities ~ 24,710 54,643 79,353 - 79,353
1.3 Deposits (including accrued interest) 49,595 - 49,595 - 49,595
1.4 Derivatives assets 5,793 8,947 14,740 - 14,740
2. Off-balance items s 1,004,266 696,834 1,701,100 - 1,701,100
2.1 Aval of bills, guarantees and letters of credit 9,208 1,541 10,749 - 10,749
2.2 OTC derivatives 960,439 687,470 1,647,909 - 1,647,909
2.3 Undrawn committed lines 34,619 7,823 42,442 - 42,442

1/ . . . .
Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

2/ . . . . . . . . . .
Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment

allowances.

¥ Before multiplying by CCF
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Unit : Million Baht
Bank-Only
December 31, 2018
ltems Less:
Within 1 Over 1
Total General Total
year year
Provision

1. Assets on-statement of financial position 692,646 1,206,862 1,899,508 (11,614) 1,887,894
11 Netloans 588,236 1,102,945 1,691,181 (11,614) 1,679,567
1.2 Net investment in debt securities ~ 33,129 96,118 129,247 - 129,247
1.3 Deposits (including accrued interest) 64,799 - 64,799 = 64,799
1.4 Derivatives assets 6,482 7,799 14,281 - 14,281
2. Off-balance items 1,147,462 730,727 1,878,189 - 1,878,189
2.1 Aval of bills, guarantees and letters of credit 8,261 1,097 9,358 = 9,358
2.2 OTC derivatives 1,100,945 722,926 1,823,871 - 1,823,871
2.3 Undrawn committed lines 38,256 6,704 44,960 = 44,960

1/ . . . .
Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

2/ . . . . . . . . . .
Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment

allowances.

¥ Before multiplying by CCF
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Unit : Million Baht

Bank-Only

December 31, 2017

Items Less:
Within 1
Over 1 year Total General Total
year
Provision
1. Assets on-statement of financial position 757,657 1,058,781 1,816,438 (9,517) 1,806,921
11 Netloans 683,074 995,180 1,678,254 (9,517) 1,668,737
1.2 Netinvestment in debt securities ~ 24,710 54,643 79,353 - 79,353
1.3 Deposits (including accrued interest) 44,080 - 44,080 - 44,080
1.4 Derivatives assets 5,793 8,958 14,751 - 14,751
2. Off-balance items 1,010,129 698403 1,708,532 - 1,708,532
2.1 Aval of bills, guarantees and letters of credit 9,208 1,541 10,749 - 10,749
2.2 OTC derivatives 960,439 689,039 1,649,478 - 1,649,478
2.3 Undrawn committed lines 40,482 7,823 48,305 - 48,305

1/ . . . .
Including accrued interest receivables and net of deferred revenues, allowances for doubtful accounts and revaluation

allowances for debt restructuring and including interbank and money market item-net.

2/ . . . . . . . . . .
Including investment in accounts receivable but, excluding accrued interest receivables and net of revaluation and impairment

allowances.

¥ Before multiplying by CCF

Krungsri - Basel Il Pillar 11l Disclosures

300f 73



N

krungsri
nSVAS

A member of () MUFG
a global financial group

Table 7 Loans and accrued interest receivables and investment in debt securities before credit risk mitigation

classified by countries or geographic areas of debtors and by asset classification specified by the

BOT’s regulation.

Unit : Million Baht

Financial Business Group

Countries or

December 31, 2018

geographic areas

Investment in

. . 1/
Loans and accrued interest receivables net of deferred revenue

debt securities Z

of debtors
Special Doubtful of
Normal Substandard Doubtful Total Doubtful of loss
mentioned loss

Thailand 1,747,807 54,137 10,644 5,423 22,823 1,840,834
Asia Pacific 51,380 3,969 61 76 49 55,535 -
North America and 2,541 2 1 - - 2,544 -
Latin America
Europe 1,516 8 1 2 9 1,536 -

Total 1,803,244 58,116 10,707 5,501 22,881 1,900,449 -

Unit : Million Baht

Financial Business Group

Countries or

December 31, 2017

geographic areas

Investment in

. . 1/
Loans and accrued interest receivables net of deferred revenue

debt securities Z

of debtors
Special Doubtful
Normal Substandard Doubtful Total Doubtful of loss
mentioned of loss
1. Thailand 1,704,851 53,955 11,453 6,790 19,254 1,796,303 279
2. Asia Pacific 41,852 181 45 217 69 42,364 -
3. North America 896 - 5 4 - 905 -
and Latin America
4. Europe 1,257 12 4 10 - 1,283 -
Total 1,748,856 54,148 11,507 7,021 19,323 1,840,855 279
Y Including interbank and money market item.
7 Including investment in accounts receivable.
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Unit : Million Baht

Countries or

geographic areas

Bank-Only

December 31, 2018

. . 1/
Loans and accrued interest receivables net of deferred revenue

Investment in

debt securities Z

Countries or

geographic areas

of debtors
Special Doubtful of
Normal Substandard  Doubtful Total Doubtful of loss
mentioned loss
. Thailand 1,614,380 45,234 7,555 4,973 19,739 1,691,881 -
. Asia Pacific 26,308 3,762 - 2 5 30,077 -
. North America 2,499 1 1 - - 2,501 -
and Latin America

. Europe 1,338 6 - 2 9 1,355 =
Total 1,644,525 49,003 7,556 4,977 19,753 1,725,814 -

Unit : Million Baht

Bank-Only

December 31, 2017

. . 1/
Loans and accrued interest receivables net of deferred revenue

Investment in

debt securities Z

of debtors
Special Doubtful of
Normal Substandard = Doubtful Total Doubtful of loss
mentioned loss
. Thailand 1,607,488 44,268 8,121 6,144 16,001 1,682,022 -
. Asia Pacific 23,409 94 2 124 6 23,635 -
- North America 858 - 4 4 - 866 -
and Latin America
. Europe 1,098 9 3 10 - 1,120 -
Total 1,632,853 44,371 8,130 6,282 16,007 1,707,643 -

Y Including interbank and money market item.

2/ . . . .
Including investment in accounts receivable.
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Table 8 Provisions (general provisions and specific provisions) and bad debt charge - offs for loans and
accrued interest receivables and investment in debt securities classified by countries or geographic

areas

Unit: Million Baht

Financial Business Group

December 31, 2018

Countries or geographic areas of Investment in

. . 1/
Loans and accrued interest receivables

debtors debt securities Z
Charge-off
General Provision  Specific Provision Specific Provision
during the year

1. Thailand - 40,018 17,911 214
2. Asia Pacific - 3,269 131 11
3. North America and Latin America 26 = =
4. Europe - 18 1 -

Total 22,486 43,331 18,043 225

Unit: Million Baht

Financial Business Group

December 31, 2017

Countries or geographic areas of Investment in

. . 1/
Loans and accrued interest receivables

debtors debt securities Z
Charge-off
General Provision  Specific Provision Specific Provision
during the year

1. Thailand 36,991 17,842 282
2. Asia Pacific 742 19 9
3. North America and Latin America 10 - 1
4. Europe 25 1 -
Total 19,358 37,768 17,862 292

K Including provisions and charge-offs for loans and accrued interest receivables of interbank and money market item.

2/ - . .
Including investment in accounts receivable.
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Unit: Million Baht

Countries or geographic areas of

debtors

Bank-Only

December 31, 2018

Investment in

. . 1/
Loans and accrued interest receivables

General Provision = Specific Provision

debt securities Z

Charge-off
Specific Provision
during the year

1. Thailand = 31,753 8,428 3
2. Asia Pacific - 2,838 1 11
3. North America and Latin America 25 = =
4. Europe = 15 1 =
Total 11,614 34,631 8,430 14
Unit: Million Baht

Bank-Only

Countries or geographic areas of

debtors

December 31, 2017

Investment in

. . 1/
Loans and accrued interest receivables

General Provision  Specific Provision

debt securities Z

Charge-off
Specific Provision
during the year

1. Thailand

2. Asia Pacific

3. North America and Latin America
4. Europe

Total

28,999
361

9

21

9,517 29,390

7,830 4
1 9
- 1
1 -
7,832 14

K Including provisions and charge-offs for loans and accrued interest receivables of interbank and money market item.

2/ . . . .
Including investment in accounts receivable.
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Table 9 Loans and accrued interest receivables* before credit risk mitigation classified by type of business and

by asset classification specified by the BOT

Unit : Million Baht

Financial Business Group

December 31, 2018

Type of business

Special Doubtful of
Normal Substandard Doubtful Total
mentioned loss
1. Agriculture and mining 22,028 1,030 140 118 836 24,152
2. Manufacturing and trading 382,030 10,640 2,178 1,268 10,810 406,926
3. Real estate and construction 107,084 3,418 451 260 1,704 112,917
4. Public utilities and services 162,900 12,461 222 138 1,798 177,519
5. Housing loans 241,154 3,284 1,414 1,008 4,105 250,965
6. Others 888,048 27,283 6,302 2,709 3,628 927,970
Total 1,803,244 58,116 10,707 5,501 22,881 1,900,449

Unit : Million Baht

Financial Business Group

December 31, 2017

Type of business

Special Doubtful of
Normal Substandard Doubtful Total
mentioned loss
1. Agriculture and mining 18,566 1,081 109 121 800 20,677
2. Manufacturing and trading 371,614 12,431 3,396 2,620 8,803 398,864
3. Real estate and construction 89,612 3,974 806 374 1,541 96,307
4. Public utilites and services 139,114 10,809 270 244 1,693 152,130
5. Housing loans 209,481 2,774 1,238 1,191 2,820 217,504
6. Others 920,469 23,079 5,688 2,471 3,666 965,373
Total 1,748,856 54,148 11,507 7,021 19,323 1,840,855

* Including loans and accrued interest receivables of interbank and money market item.
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Unit : Million Baht

Type of business

Bank-Only

December 31, 2018

Special Doubtful of
Normal Substandard ~ Doubtful Total
mentioned loss

1. Agriculture and mining 17,846 1,012 121 83 198 19,260

2. Manufacturing and trading 377,204 10,603 2,169 1,078 10,280 401,334

3. Real estate and construction 105,768 3,381 443 256 1,653 111,501

4. Public utilities and services 162,889 12,461 222 138 1,489 177,199

5. Housing loans 238,829 3,283 1,411 1,004 4,091 248,618

6. Others 741,989 18,263 3,190 2,418 2,042 767,902
Total 1,644,525 49,003 7,556 4,977 19,753 1,725,814
Unit : Million Baht

Bank-Only
December 31, 2017
Type of business
Special Doubtful of
Normal Substandard ~ Doubtful Total
mentioned loss

1. Agriculture and mining 14,676 1,072 85 78 163 16,074

2. Manufacturing and trading 367,361 12,182 3,370 2,590 8,201 393,704

3. Real estate and construction 88,481 3,964 792 372 1,467 95,076

4. Public utilites and services 139,099 10,809 270 244 1,376 151,798

5. Housing loans 207,683 2,773 1,236 1,187 2,805 215,684

6. Others 815,553 13,571 2,377 1,811 1,995 835,307
Total 1,632,853 44,371 8,130 6,282 16,007 1,707,643

* Including loans and accrued interest receivables of interbank and money market item.
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Table 10 Provisions (general provisions and specific provisions) and bad debt charge-offs for loans and

accrued interest receivables* classified by type of business

Unit: Million Baht

Financial Business Group

December 31, 2018

December 31, 2017

Bad debt Bad debt
Type of business
General Specific charge-off General Specific charge-off
provision provision during the provision provision during the
year year
1. Agriculture and mining = 844 197 N\ 671 155
2. Manufacturing and trading - 12,355 1,748 12,796 2,245
3. Real estate and construction > 1,378 151 19,358 1,312 584
4. Public utilities and services = 4,908 1,311 2,201 1,327
5. Housing loans = 2,672 77 2,106 159
6. Others - 21,174 14,5659 18,682 13,392
Total 22,486 43,331 18,043 19,358 37,768 17,862
Unit: Million Baht
Bank-Only

December 31, 2018

December 31, 2017

Bad debt Bad debt
Type of business
General Specific charge-off General Specific charge-off
provision provision during the provision provision during the
year year

1. Agriculture and mining 468 197 N\ 410 145
2. Manufacturing and trading 11,838 1,748 12,372 2,129
3. Real estate and construction > 1,315 151 9,517 1,231 584
4. Public utilites and services = 4,663 1,311 > 1,953 1,308
5. Housing loans = 2,638 77 2,079 153
6. Others = 13,709 4,946 11,345 3,513
Total 11,614 34,631 8,430 9,517 29,390 7,832

* Including loans and accrued interest receivables of interbank and money market item
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Table 11 Reconciliation of changes in provisions (general provisions and specific provisions) for loans

including accrued interest receivables®

Unit: Million Baht

Financial Business Group

December 31, 2018 December 31, 2017

ltems
General Specific General Specific
Total Total
provision provision provision provision
Provisions at the beginning of the years 19,358 37,768 57,126 16,871 34,279 51,150
Bad debt charge-offs during the years = (18,043) (18,043) - (17,862) (17,862)
Increase or decrease of provisions 3,132 23,610 26,742 2,498 21,373 23,871
during the years
Others 4) (4) (8) (11) (22) (33)
Provisions at the end of the years 22,486 43,331 65,817 19,358 37,768 57,126
Unit: Million Baht
Bank-Only
December 31, 2018 December 31, 2017
Iltems
General Specific General Specific
Total Total
provision provision provision provision
Provisions at the beginning of the years 9,517 29,390 38,907 7,422 25,692 33,114
Bad debt charge-offs during the years = (8,430) (8,430) - (7,832) (7,832)
Increase or decrease of provisions 2,098 13,671 15,769 2,099 11,530 13,629
during the years
Others (1 = (1) (4) - (4)
Provisions at the end of the years 11,614 34,631 46,245 9,517 29,390 38,907
* Including loans and accrued interest receivables of interbank and money market item
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Table 12 Outstanding balance of assets on-statement of financial position and off-balance items* for credit risk

under the Standardized Approach classified by type of assets

Unit: Million Baht

Financial Business Group

December 31, 2018

December 31, 2017

Assets on- Assets on-
Type of assets Off- Off-
statement statement
balance Total balance Total
of financial of financial
items™* items™*
position position
1. Performing assets 2,129,460 151,552 2,281,012 1,898,218 280,370 2,178,588
1.1 Claims on sovereigns and central 206,172 34,908 241,080 171,765 139,598 311,363
banks, multilateral development
banks (MDBs) and public sector
entities (PSEs) that are treated as
claims on sovereigns
1.2 Claims on banks, public sector 89,292 54,288 143,580 60,428 75,194 135,622
entities (PSEs) that are treated as
claims on banks and securities
companies
1.3 Claims on corporate and public 738,703 50,699 789,402 683,994 55,995 739,989
sector entities (PSEs) that are
treated as claims on corporate
1.4 Claims on retail portfolios 732,012 11,645 743,657 647,991 9,572 657,563
1.5 Residential mortgage exposures 234,778 12 234,790 205,728 11 205,739
1.6 Other assets 128,503 - 128,503 128,312 - 128,312
2. Non-performing assets 16,312 201 16,513 15,906 231 16,137
Total 2,145,772 151,753 2,297,525 1,914,124 280,601 2,194,725
* After multiplying by CCF and net of specific provisions.
** Including repo-style transactions and reverse repo.
Krungsri - Basel Il Pillar 11l Disclosures = 39 of 73



N

krungsri
nSvAs

A member of () MUFG
a global financial group

Unit: Million Baht

Bank-Only
December 31, 2018 December 31, 2017
Assets on- Assets on-
Type of assets Off- Off-
statement statement
balance Total balance Total
of financial of financial
items™* items™*
position position
1. Performing assets 1,987,744 153,880 2,141,624 1,797,349 283,214 2,080,563
1.1 Claims on sovereigns and central 203,778 34,908 238,686 170,606 139,598 310,204
banks, multilateral development
banks (MDBs) and public sector
entities (PSEs) that are treated as
claims on sovereigns
1.2 Claims on banks, public sector 84,554 54,306 138,860 56,071 75,211 131,282
entities (PSEs) that are treated as
claims on banks and securities
companies
1.3 Claims on corporate and public 810,792 52,944 863,736 780,987 58,778 839,765
sector entities (PSEs) that are
treated as claims on corporate
1.4 Claims on retail portfolios 496,384 11,710 508,094 428,645 9,616 438,261
1.5 Residential mortgage exposures 232,273 12 232,285 203,712 11 203,723
1.6 Other assets 159,963 - 159,963 157,328 - 157,328
2. Non-performing assets 14,925 202 15,127 14,279 230 14,509
Total 2,002,669 154,082 2,156,751 1,811,628 283,444 2,095,072
* After multiplying by CCF and net of specific provisions.
** Including repo-style transactions and reverse repo.
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6.2 Credit risk exposures by the Standardized Approach

The Bank calculates its capital to credit risk weighted assets under the Standardized Approach.

The Bank uses ratings assigned from the following 5 External Credit Agency Rating Institutions (“ECAIs”)

i.e. Standard & Poor’s, Moody’s, Fitch Ratings, Fitch Ratings (Thailand) and TRIS Rating, and the

information from the OECD Country Risk Classification, in identifying the risk weight of each customer.

6.3 Credit risk mitigation by the Standardized Approach

1.
2.

The Bank manages and revalues collateral in accordance with the BOT's guidelines.

The main credit risk mitigation is financial collateral, namely cash, equity instrument and debt
instrument that comply with the BOT'’s guidelines.

The main eligible guarantors and credit derivative providers are government, state
enterprises, and high-quality corporate, all of whom have characteristics that comply with the
BOT's guidelines.

Currently, the Bank does not apply the netting for both on and off statement of financial

positions as credit risk mitigation.
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Table 13 Outstanding balance of assets on-statement of financial position and off-balance items" after credit risk mitigation for each type of assets classified by risk weight under the

Standardized Approach
Unit: Million Baht

Financial Business Group

Type of Assets

Rated outstanding Unrated outstanding

Risk weight % 0 20 50 100 150 0 20 35 50 75 100 150 250 625 937.5 100/8.5%

Performing assets

1. Claims on sovereigns and central 255,499 - 8,229 2,378
banks, multilateral development banks
(MDBs) and public sector entities
(PSEs) that are treated as claims on
sovereigns

2. Claims on banks, public sector entities 100 49,186 32,941 19,178
(PSEs) that are treated as claims on

banks and securities companies

38,180 554,519

85,969

3. Claims on corporate and public sector 83,020
entities (PSEs) that are treated as
claims on corporate

700,803 19,917

4. Claims on retail portfolios

136,878 111

RW(%) 0 20 50 100 150 0 20 35 50 75 100 150 250 625 937.5 100/8.5%

5. Residential mortgage exposures

6. Otherassets

Non-performing assets 4

Assets specified by the BOT as items to be

22,188

deducted from capital fund

" After multiplying by CCF

? For no credit risk mitigation part, risk weights depend on the ratio of provisions to total exposures.
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Unit: Million Baht

Financial Business Group

Type of Assets December 31, 2017

Rated outstanding Unrated outstanding

Risk weight % 0 20 50 100 150 0 20 35 50 75 100 150 250 625 937.5 100/8.5%

Performing assets

1. Claims on sovereigns and central 331,580 986 9,602 1,145 -
banks, multilateral development banks
(MDBs) and public sector entities
(PSEs) that are treated as claims on
sovereigns
2. Claims on banks, public sector entities 100 32,405 15,909 18,788
(PSEs) that are treated as claims on
banks and securities companies
3. Claims on corporate and public sector 67,080 52,069 564,229 .....

RW(%) 0 20 50 100 150 0 20 35 50 75 100 150 250 625 937.5 100/8.5%

entities (PSEs) that are treated as
claims on corporate

4. Claims on retail portfolios

5. Residential mortgage exposures

6. Otherassets

1,120 274

Non-performing assets ?

Assets specified by the BOT as items to be

21,125

deducted from capital fund

11

After multiplying by CCF

% For no credit risk mitigation part, risk weights depend on the ratio of provisions to total exposures.
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Unit: Million Baht

Bank-Only
Type of Assets

Rated outstanding Unrated outstanding

Risk weight % 0 20 50 100 150 0 20 35 50 75 100 150 250 625 937.5 100/8.5%

38,839 595,742
on corporate

RW(%) 0 20 50 100 150 0 20 35 50 75 100 150 250 625 937.5 100/8.5%

Assets specified by the BOT as items to be

Performing assets

1. Claims on sovereigns and central banks, 255,499 - 8,214
multilateral development banks (MDBs)
and public sector entities (PSEs) that are

treated as claims on sovereigns

2. Claims on banks, public sector entities 100 45,719 32,941 17,925
(PSEs) that are treated as claims on

banks and securities companies

3. Claims on corporate and public sector 97,061 104,648

entities (PSEs) that are treated as claims

13,324
deducted from capital fund

11

After multiplying by CCF

? For no credit risk mitigation part, risk weights depend on the ratio of provisions to total exposures.
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Unit: Million Baht

Bank-Only

Type of Assets

December 31, 2017

Rated outstanding

Unrated outstanding

Risk weight %

20

50

100

150

20

35

50

75

100 150

250

937.5

100/8.5%

Performing assets

1. Claims on sovereigns and central
banks, multilateral development banks
(MDBs) and public sector entities
(PSEs) that are treated as claims on

sovereigns

331,579

986

9,589

2. Claims on banks, public sector entities
(PSEs) that are treated as claims on

banks and securities companies

100

29,725

15,909

17,128

3. Claims on corporate and public sector
entities (PSEs) that are treated as

claims on corporate

4. Claims on retail portfolios

5. Residential mortgage exposures

6. Otherassets

RW(%)

Non-performing assets 2

Assets specified by the BOT as items to be

deducted from capital fund

113,612

56,426

28,839

146,286

0

401,094

614,369

111,748

100/8.5%

" After multiplying by CCF

? For no credit risk mitigation part, risk weights depend on the ratio of provisions to total exposures.
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Table 14 Outstanding balance of assets with collateral under Standardized Approach classified by type of assets

and collateral

Unit: Million Baht

Financial Business Group Bank-Only

December 31, 2018 December 31, 2017 December 31, 2018 December 31, 2017

Type of assets Eligble Guarantees Eligible Guarantees Eligible Guarantees Eligible Guarantees
financial =~ and credit financial = and credit financial = and credit financial = and credit
collateral =~ derivatives collateral derivatives = collateral derivatives collateral = derivatives

Performing assets 136,373 33,513 232,644 29,745 135,542 33,513 231,743 29,745
1. Claims on sovereigns and 32,073 - 138,037 - - - 138,037 -
central banks, multilateral
development banks (MDBs)
and public sector entities
(PSEs) that are treated as
claims on sovereigns
2. Claims on banks, public 32,855 14,402 51,592 21,634 64,928 14,402 51,592 21,634
sector entities (PSEs) that
are treated as claims on
banks and securities
companies
3. Claims on corporate and 49,565 18,053 22,072 7,962 49,297 18,053 21,956 7,962
public sector entities (PSEs)
that are treated as claims
on corporate
4. Claims on retail portfolios 21,878 1,058 20,940 149 21,316 1,058 20,157 149
5. Residential mortgage 2 - 3 - 1 - 1 -
exposures
Non-performing assets 134 867 277 1,120 134 867 277 1,120
Total 136,507 34,380 232,921 30,865 135,676 34,380 232,020 30,865
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7. Market Risk

‘Market risk’ refers to the risk of loss caused by price fluctuations in the trading and banking books related

to interest rates, exchange rates, equity instruments, and commodities.
7.1 Market Risk Management

To achieve sustainable growth and returns for shareholders, the Bank manages market risk under a
robust risk management framework, monitoring and mitigating market risk in an appropriate and timely manner

within the risk appetite approved by the Board of Directors (BOD).

In order to effectively manage market risk, the Internal Capital Adequacy Assessment Process (ICAAP)
and Enterprise-wide Risk Management Framework (ERM) concepts have been adopted to determine market
risk — one of the key components of Key Risk Indicators (KRIs) — by merging the ICAAP into the ERM process.
With this framework, the Bank assesses all material risks to develop comprehensive risk management

guidelines, establish risk limits, and maintain sufficient capital for both normal and stressed business conditions.
1) Structure of Market Risk Management

The Bank’s organizational structure clearly segregates the responsibilities and duties of the units
responsible for executing transactions, operations, and risk management to avoid conflicts of interest. Market
risk is overseen by the Risk Management Committee (RMC) and managed by Asset and Liability Management

Committee (ALCO).

The Market Risk Management Division has provided strategic risk management options and
reported risk exposure to the RMC to manage and control market risk consistent with the Bank’s policy. The
Global Markets Group executes transactions and manages positions as well as provides analysis of the Bank’s
and competitors’ balance sheet management and strategic risk options to the ALCO for more effective market

risk management under approved risk limits.
2) Market Risk Management Policy

The Bank has established the market risk management policy approved by BOD to ensure having
an appropriate framework and management system for managing and controlling market risk. In addition, a
series of risk limits are set up and approved by BOD as a key control mechanism to ensure that the risk exposure
will be assessed and monitored on a regular basis. The policies and limits will be reviewed at least once a year
or upon any significant changes to ensure that they are commensurate with the scope, volume, and complexity

of transactions, and support prudent business expansion.

To effectively control market risk, the Bank classified the market risk exposures into two main

portfolios based on the nature and purpose of a transaction, namely trading book and banking book.
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e Atrading book consists of positions in financial instruments held either for trading or hedging

other elements of the trading book.

e The banking book includes positions in financial instruments or other transactions not
intended for trading, or financial instruments meant to be held for a long period or until

reaching maturity.

7.2 Market Risk in Trading Book

The Bank’s trading activities are exposed to interest rate risk, foreign exchange risk, and equity price
risk, all of which may affect income or shareholders’ equity. The Bank assesses and monitors these market risks

under trading book on a daily basis.

- Interest Rate Risk refers to loss affecting income and/or shareholder equity due to interest rate

changes that can be on- or off-balance sheet in the trading book.

- Foreign Exchange Risk refers to loss affecting income and/or shareholder equity due to exchange
rate fluctuations that affect foreign currency transactions and foreign currency assets and liabilities. Most

foreign currency transactions are services provided to our customers.

- Equity Price Risk refers to loss affecting income and/or shareholder equity due to equity price

movements.
® Risk Measurement and Control

The Bank also emphasized the necessity of closely monitoring market risk exposure for timely
response to changes in the business environment. With this regard, various tools and measurements are used
to assess the market risk exposure in trading book. The market risk in trading book is currently controlled and
monitored through various limits such as Value-at-Risk (VaR) limit, stop loss limit, PV01 limit, FX position limit,

and etc.

Value-at-Risk (VaR) is a statistical tool used to assess the potential maximum losses on risk
exposure. The Bank applies a historical simulation approach at a 99% confidence level over a 10-day holding
period to measure of interest rate risk, foreign exchange risk, and equity price risk. In 2018, the Bank'’s

aggregate market risk in trading book was well within acceptable level with the average VaR of THB 109 mio.

To validate the VaR model reliability, the Bank regularly conducts the back testing by comparing
1-day Hypothetical P/L and 1-day VaR to analyze whether the number of exceptions are within the acceptable

range. In 2018, the Bank’s back testing result shows that the VaR model is reliable.

In addition, the Bank actively alerts relevant parties through flash reports when there will be the

major events that will have impact on portfolio of the Bank. The Bank also conducts stress testing to assess
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the market risk and estimate maximum loss under crisis situations based on various scenarios including FX

rate change, interest rate change, bond yield changes, THB volatility, and stock price movement.
® Market Risk Exposure in Trading Book and Activities in 2018

The Bank continues to enhance market risk measurement in response to internal management
and new regulations, through measures including the development or modification of risk measurement tools

for potential new products, and preparation for future implementation.
Implementation in 2018:

v" Preparation for Fundamental Review of the Trading Book (FRTB) to strengthen the capital
standards for market risk in the future

v Preparation for Domestic Systemically Important Banks (DSIBs) to comply with the new
reporting for market risk capital charge covering solo consolidation group starting in 2019, as
required by the Bank of Thailand (BOT)

v Implementation of the Delta-plus method for some options products as approved by the BOT

for appropriate market risk capital calculation

In terms of business, the market products with active movements were mainly related to foreign
exchange, including FX options for SME customers, and emerging currencies, namely MYR/THB and IDR/THB
under Appointed Cross Currency Dealers (ACCD) established to support settlement in local currencies among

these countries, as well as cross currency swaps in emerging currencies.

® Market Risk Capital Requirement

The Bank assesses and maintains the

Foreign
Exchange
Bank's and Financial Business Group’s capital Financial Group: |
.. . Equity
charges or market risk in compliance with the BOT Minimum Market Risk  priceRis
L L ) o Capital Requirement
notification on guidelines for financial institutions y
As of December 31, 2018 Rate Risk

market risk supervision. Currently, the Bank uses 7%

Standardized Approach (SA) for the calculation of

minimum capital requirement for market risk.
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8. Operational Risk

® Objectives and Key Risk Factors

The Bank’s operational risk definition includes the risk of loss resulting from inadequate or failed internal
procedures, technology problems, human factors, and external events; the definition also includes legal risk

but excludes strategic risk.

Key risk factors can arise from the misconduct of internal and external individuals, inadequate
procedural design and internal controls, noncompliance with laws or regulations, system collapse or inadequate
systems that may lead to data corruption, programming errors, security breaches, and system failures. The
risk factors from external events are uncontrollable such as political crises, pandemics, flooding, and other

environmental impacts.

Operational risks may occur in any part of the Bank’s business and will result in financial or non-

financial impacts including legal and regulatory breaches or reputational impacts.

The Bank commits to effectively manage and mitigate major operational risks with a proactive approach
as well as continuing to embed a culture of operational risk awareness throughout the Bank and the companies

under its financial business group.

® Principles

The Bank recognizes that operational risk is a significant concern and will provide sufficient
resources to manage risk by promoting sound operational risk management governance and

frameworks. Every employee is accountable for managing operational risk.

® Organization and Structure
Operational risk is managed under the Group’s operational risk management policies, approved by
the Board of Directors. Bank policy stipulates the minimum requirements for a framework that is implemented
throughout the organizational structure along three lines of defense to ensure independent oversight of
operational risk management throughout the Bank’s financial business group. All business units as primary
operational risk owners and risk-takers have prime responsibility for day-to-day identifying and managing of

operational risk inherent in their products, activities, procedures, and systems according to Bank policy.

The RMC assigned by the Executive Committee, is responsible for formulating strategies and for
oversight of the adequacy of risk and control procedures. The RMC meets monthly to review and make

recommendations on operational risk profiles. The Operational Risk Management Division, an independent
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function reporting to the Chief Risk Officer, is responsible for designing, maintaining, and continuously
developing the operational risk framework and measurement system to ensure that operational risk is well-
mitigated and properly managed. In addition, the internal audit functions conduct audits to provide independent
and reasonable assurance that operational governance, risk management and internal controls are adequate,

appropriate and effective.

2018 Measurement and Achievements

The Bank’s information technology enhancement, as part of our endeavor to deliver digital banking
products and services through electronic channels, could result in greater diversity of operational risks,
including information technology risk and cyber threats. We continue to improve our risk management

framework and tools covering information technology risks and cyber threats to brace for potential risks.

The Risk and Control Self-Assessment (RCSA) Program, a tool that provides a forward-looking view of
key risks, is reviewed regularly based on historical loss data and changes in the business environment. We also
conduct risk assessment on new products, processes, and technologies to ensure that all new products, new
technologies or significant changes of existing processes and systems are subject to comprehensive risk

evaluation and approved by the management before launch.

Key risk indicators are collected and tracked for both the Bank and the business units to provide early
warning signals of deterioration in Bank’s internal controls. Appropriate action plans must be put in place to

prevent losses should that the risk level exceeds acceptable thresholds.

All departments are responsible for reporting operational risk incidents that result in direct and indirect
losses beyond a certain threshold, including near-misses and nonfinancial impact events to the Operational
Risk Management Division. The Bank established a Significant Incident Management Working Group: For
significant incidents a root cause is analyzed and raised through working group discussion to ensure effective
preventive measures and root-cause analysis and to leverage lessons learned from significant operational risk

incidents to others business units.

An ongoing process to manage and monitor potential operational risks that might stem from
outsourcing or insourcing arrangements is in place: When considering the continuity of business operations,
providing customer service, and suitable protection of customer information are our main benchmarks for

accountability.
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The Bank recognizes the importance of business continuity management to ensure that if disruptions
occur anywhere across the bank, key products and customer services can be provided or recovered within a
reasonable period. Key risks and threats are periodically assessed and reviewed by senior management from
a business-continuity perspective, including political crises, pandemics, technology disruptions, flooding, and

other environmental impacts.

Our operational risk profiles and performance reports are then regularly prepared and delivered to the
Risk Management Committee, the Risk and Compliance Committee, the Executive Committee and the Board to

detect early changes in key operational risks within Krungsri Group and to drive decision-making processes.
Capital Requirements
The Bank currently uses the Standardized Approach (SA) to calculate operational risk capital within
the Financial Business Group.
9. Equity exposures in the banking book
9.1 General information for equity position risk in the banking book

9.1.1 Equity price risk in the banking book

The Bank monitors and reports the equity price risk in the banking book to ensure that

the level of capital fund is appropriate and sufficient to absorb losses arising from positions in the banking book.

9.1.2 Management of equity price risk in the banking book

The Bank’s Board of Directors determines the total limit which shall be regularly reviewed
at least once a year. Additionally, the Asset and Liability Management Committee (ALCO) is responsible for
approving transactions of the banking book items in cases that are specified in the Market Risk Management
Policy based on the authority delegated by the Bank's Board of Directors (BOD) while Executive Committee is
responsible for approving investment policy in order to ensure that the investments are effectively and

appropriately undertaken and in alignment with economic situation and competition in the financial business.

Global Markets Group is responsible for executing transactions under the risk limits
approved by the Bank’s Board of Directors as well as assessing the value of positions at least once a month.
Furthermore, Securities Investment Department also monitors and reports the equity positions to the ALCO on

monthly basis.
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9.2 The different of risk management policy for equity securities:

9.2.1 Equity investment for the purpose of capital gain

As the purpose of the investment is to earn capital gain and dividend via a medium to long
term investment, equity of the Bank is then directly affected by the change in market price of a security. The
Bank, therefore, places importance on market risk management and also regulates the investment to be in
accordance with the investment policy which has been regularly reviewed at least once a year. Furthermore,

an investment performance monitoring is reported to the ALCO on monthly basis.

9.2.2 Equity investment for other purposes

The Bank invests in the company established to support and promote the government
policy, other companies to generate a return on investment and the companies obtained from debt restructuring
process, which risk management guideline requires performance monitoring to be conducted and report to the

Financial Management Committee on monthly basis.

9.3 Key policies on fair value measurement in accordance with the accounting standards,
assumptions and guidelines on fair value measurement, including significant changes in the

guidelines

The Bank has the Mark-to-Market Model Procedure and the Bank’s policy for Group Accounting
for measurement of fair value. According to the international standards and measurement of value of positions
in alignment with the academic principle and market practice, the Bank also keep updating that the Validated
Rate for Revaluation Procedure to have the liquid and reasonable price from the reliable sources such as the

Securities and Exchange Commission.
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Table 15 Equity exposures in the banking book

Unit: Million Baht

Financial Business Group Bank-Only
Equity exposures December 31, December 31, December 31, December 31,
2018 2017 2018 2017
1. Equity exposures
1.1 Equities listed and publicly traded in the Stock
Exchange (both domestic and foreign)
- Atcost 5,303 3,867 5,193 3,757
- Market value 5,077 4,236 5,077 4,236
1.2 Other equities (both domestic and foreign) 590 529 58,537 58,151
5 Gains (losses) of sale of equities during the (128) 241 190 241
reporting periods
3. Revaluation surplus (deficit) on investment in equity (221) 374 (111) 484
securities — available for sales
4. Minimum capital requirements for equity exposures 526 460 4,602 4,497

by SA approach

10. Interest Rate Risk in Banking Book

The Bank is exposed to interest rate risk in banking book when mismatches between the interest rate

structure of assets, liabilities, and off-balance sheet position adversely impact the Bank’s earnings and capital.
® Risk Measurement and Control

To manage interest rate risk in banking book, the Bank conducts repricing gap analysis by both static
and dynamic simulations based on projected interest rate trends, on monthly basis or upon any significant
change. The Bank also assesses the potential impact on net interest income (NIl impact) as earnings
perspective for short-term effect analysis while analyzing the sensitivity of the economic value of shareholder

equity (BVE impact) as economic value perspective for long-term effect analysis on monthly basis.

The results and impacts from various simulations are submitted to senior management and related
committees for prompt decision-making and to ensure that interest rate risk is within the risk appetite approved

by the Board.

Additionally, the Bank has specified the NIl limit (being the cumulative NIl impact within 1 year) and
BVE limit to monitor and control the interest rate risk in banking book. These limits are reviewed and proposed

for BOD approval at least once a year or upon any significant changes.
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Results of Financial Business Group’s interest rate risk assessment (assuming a 1.00-percent

increase in interest rates of all rate-sensitive types of assets, liabilities, and off-balance sheet items at their

different repricing periods) are shown below:

Table 16: The effect of changes in interest rates* to earnings (net)

Unit: Million Baht

Currency **

Net Interest Income Impacts

Bank-Only

Financial Business Group

December 31, December 31, December 31, December 31,

2018 2017 2018 2017
Baht (1,022) (419) (1,221) (503)
Foreign currencies (590) (469) (524) (423)
Total effect of changes in interest rates (1,612) (888) (1,745) (926)
% of estimate interest income-net for the next year (2.11%) (1.22%) (2.58%) (1.47%)

* Use the percentage changes in increase interest rates of 100 bps.

** All currencies converted into THB

Table 17: The effect of changes in yield curve*

to economic value of equity

Unit: Million Baht

Economic Value of Equity Impacts

Financial Business Group Bank-Only

Currency **

December 31, December 31, December 31, December 31,

2018 2017 2018 2017
Baht (6,806) (4,214) (6,794) (4,163)
Foreign currencies (295) (256) (37) (92)
Total effect of changes in yield curve (7,101) (4,470) (6,831) (4,255)
% of total capital fund for the next year (2.64%) (1.77%) (2.98%) (1.94%)

* Use the percentage changes in increase yield curve of 100 bps.

** All currencies converted into THB
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® Interest Rate Risk Exposure in Banking Book and Activities in 2018

According to the 'Final Rule re: Interest The key updates to the principles under new

Rate Risk in Banking Book (IRRBB)’ as BCBS regulations are summarized as follows:
published by the Basel Committee on Banking 1. Development of shock and stress test
Supervision (BCBS) on April 21, 2016, the scenarios

Bank has continued to enhance measurements Key behavioral and modeling assumptions

in response to regulatory changes and Development of the validation process
preparation for their future implementation in Updating the disclosure requirements

Thailand, as well as to ensure that the Updating the supervisory review process

© o K~ w0 D

compliance will not impact the Bank’s interest Supervisors must publish their criteria for

rate risk management framework. identifying outlier banks

11. Liquidity Risk Management

Liquidity risk arises from failure to pay debts and contingent liabilities by the due date because of an
inability to convert assets into cash; it also relates to failure to obtain sufficient funds or finding that fund

procurement comes at a higher cost, thus adversely affecting income and capital funds.

The Bank recognizes the importance of regulatory changes and manage liquidity risks as deemed

appropriate based on market conditions and acceptable risk levels
1) Structure of Liquidity Risk Management

The Bank’s organizational structure clearly segregates the responsibilities and duties of the units
responsible for executing transactions, operations, and risk management to avoid conflicts of interest. Overall
liquidity risk is overseen by the Risk Management Committee (RMC) and managed by Asset and Liability

Management Committee (ALCO).

The Market Risk Management Division provides strategic risk management options to RMC, while the
Global Markets Group analyses the Bank’s and competitors’ balance sheet management to ALCO, including
our liquidity risk and funding strategic options, and manages daily liquidity positions under risk limits approved

by the Board.
2) Liquidity Risk Management Policy

The Bank has established the liquidity risk management policy approved by BOD to ensure having an
appropriate framework and management system for managing and controlling liquidity risk. In addition, a series
of risk limits are set up and approved by BOD as a key control mechanism to ensure that the risk exposure will

be assessed and monitored on a regular basis. The policies and limits will be reviewed at least once a year or
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upon any significant changes to ensure that they are commensurate with the scope, volume, and complexity of

transactions, and support prudent business expansion.
3) Risk Measurement and Control

The Bank realizes the importance of adequate measurement tools for the size and complexity of
transactions both on- and off-balance sheet. With this regard and effective internal risk management, the Bank
conducts liquidity gap analysis covering both normal business and crisis situations that may adversely affect
the Bank’s liquidity. The Bank has constantly monitored and reported the liquidity position to senior
management and relevant parties to ensure adequate liquidity for business operation with appropriate cost of

fund.

The Bank also analyses funding concentration to ensure that funding sources are well-diversified by
customer type, deposit type, and maturity. To control risks from funding concentration, the Bank has set up a
concentration trigger level which defines the maximum funding exposure for the Top 1 and Top 20 of customer
groups. Early warning indicators have also been established to warn of any looming liquidity crisis, as a

preventive liquidity risk management system.

In addition, the Bank has a liquidity contingency plan that outlines the roles and responsibilities of
management and relevant departments, and has early-warning indicators together with an action plan that

allows the Bank to promptly face crisis events and successfully resume situations to normal.

® | iquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR) Management

The Bank focuses on regulatory Timelines for Regulatory Requirement

compliance deposit restructuring, and cost BOT minimum requirement on LCR
Jan Jan Jan Jan Jan
2016 2017 2018 2019 2020

onwards

BOT reguirement = 60% = 70% = 80% =90% | 2100%

management to comply with Liquidity

Coverage Ratio (LCR) at the minimum

requirement of 100 percent on January 1, BOT minimum requirement on NSFR

2016 2017 Jul
2018

2020, and Net Stable Funding Ratio (NSFR)

onwards

guidelines with the minimum requirement of
i Observation
BOT requirement ) = 100%
Period

100 percent, effective July 1, 2018.

For monitoring and management, the LCR is applied for short-term liquidity management to ensure
maintenance of adequate liquid assets, while the NSFR is applied for long-term liquidity management to ensure
maintenance of stable funding. In addition, the Bank has reinforced the database management system for
managing liquidity risk in response to the strength and frequency of measurement based on regulatory
requirement. This is to ensure an adequate supply of cash and other liquid assets for the business operations

of the Bank and to prepare for support of regulatory changes.
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® | jquidity Coverage Ratio Management in 2018
Regarding the BOT noatification: LCR disclosure standards, dated January 25, 2018, LCR is
considered essential information for assessing the liquidity risk of commercial banks, as well as a tool for
encouraging market discipline. In 2018, the Bank complied with LCR disclosure by providing key information
to shareholders and investors in order to promote greater transparency and conformity with international

standards.

Average LCR as of 4Q/18 was 120% which was still well above the 80% minimum requirement
of BOT in 2018 and the Bank’s internal trigger level. The Bank maintains high-quality liquid assets (HQLA)
which can be liquidated or realized as needed in order to meet its financial obligations under both normal
business and crisis situations. In addition, HQLA is maintained to facilitate the continuous growth of loan
business. Most of HQLA is level 1 asset, 97.4% of total HQLA, including government bonds, central bank

bonds, PSEs bonds guaranteed by Ministry of Finance, and cash, etc.

The expected cash outflows were predominantly from wholesale deposit. Since wholesale
deposit is a main deposit portion, the Bank continuously encourages the corporate customers having deposits
account to facilitate clearing, custody or cash management service in order to boost operational deposit and

ensure that the Bank’s LCR is consistently above the BOT minimum requirement.

Other outflows include borrowing from MUFG considered as a funding source from our great
partnership which is one of the world’s largest banks. Meanwhile, most of expected cash inflows were from

money market operations and the payment of performing loans which continuously expand.
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12. Additional disclosure per the requirement Basel Committee on Banking Supervision (BCBS)

Table 18: Significant information of financial instrument eligible for capital fund

Topic Unique identifier BAY272A Unique identifier BAY27NA Unique identifier BAY27NB
1 Issuer Bank of Ayudhya Public Company Bank of Ayudhya Public Company Limited Bank of Ayudhya Public Company Limited
Limited
2 Unique identifier TH0023037201 TH0023037B09 TH0023A37B03

BOT's regulation treatment

3 Type of financial instruments Tier 2 Capital Tier 2 Capital Tier 2 Capital

(common equity tier 1/ additional tier

1/ tier 2)

4 Qualified or non-qualified Basel IlI Qualified under Basel Ill rules Qualified under Basel Ill rules Qualified under Basel Ill rules

5 If non-qualified Basel lll, please _ _ _
specify

6 Transitional phase out or fully Fully countable but gradual reduction Fully countable but gradual reduction on Fully countable but gradual reduction on
countable on capital calculation for the remaining = capital calculation for the remaining 5 capital calculation for the remaining 5

5 years. years. years.

7 Eligible at the Bank/ financial Financial business group level and the Financial business group level and the Financial business group level and the
business group/ financial business Bank level Bank level Bank level
group and the Bank

8 Amount recognized in regulatory Baht 10,000 million Baht 17,007 million Baht 14,978 million
capital (unit: Million Baht)

9 Par value of instrument (unit: Baht) Baht 1,000.- Baht 1,000.- Baht 1,000.-
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Topic

Unique identifier BAY272A

Unique identifier BAY27NA

Unique identifier BAY27NB

10

"

12

13

14

15

Accounting classification
Original date of issuance
Perpetual or dated
Original maturity date

Issuer’s authority to call subject to

prior supervisory approval

Optional call date, contingent call

dates and redemption amount

Liabilities measured at amortized cost
August 11, 2016
Having maturity date
February 11, 2027
Having right to early redeem if
permission in writing is granted by the
BOT
November 11, 2021
Subject to obtaining the prior written
approval of the BOT and compliance
with any other condition imposed by the
BOT. The Subordinate Instruments will
be redeemed according to the par value
per unit together with payment of the
interest. The issuer may early redeem
prior to the maturity date, if it falls under
any of the following events:-
(@) On any interest payment date falling
‘after the lapse of 5 years from the

issue date.

Liabilities measured at amortized cost
May 24, 2017
Having maturity date
November 24, 2027
Having right to early redeem if permission

in writing is granted by the BOT

August 24, 2022
Subject to obtaining the prior written
approval of the BOT and compliance with
any other condition imposed by the BOT.
The Subordinate Instruments will be
redeemed according to the par value per
unit together with payment of the interest.
The issuer may early redeem prior to the
maturity date, if it falls under any of the
following events:-
(a) On any interest payment date falling
after the lapse of 5 years from the issue

date.
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Liabilities measured at amortized cost
November 17,2017
Having maturity date
November 17, 2027

Having right to early redeem if permission

in writing is granted by the BOT

November 17, 2022
Subject to obtaining the prior written
approval of the BOT and compliance with
any other condition imposed by the BOT.
The Subordinate Instruments will be
redeemed according to the par value per
unit together with payment of the interest.
The issuer may early redeem prior to the
maturity date, if it falls under any of the
following events:-
(a) On the 5th. anniversary of the issue
date or any interest payment date

thereafter.

60 of 73



N

krungsri
nsAs

A member of () MUFG
2 global financial group

Topic

Unique identifier BAY272A

Unique identifier BAY27NA

Unique identifier BAY27NB

16

17

18

19

Subsequent call dates, if applicable

Coupons / dividends
Fixed or floating dividend/coupon
Coupon rate and any related index

Existence of a dividend stopper

(b) If there is a change in tax law
after the issue date which results
in a change to the tax treatment of
the Subordinate Instruments that
is not to the benefit of the Issuer.

(c) If the Subordinate Instruments are
fully excluded from Tier 2 capital
as a result of the change in the
applicable regulations.

(d) Any other event as permitted by

the BOT after the Issue Date.

On any interest payment date after the
5™ (fifth) anniversary of the date of
issuance of the Subordinate

Instruments.

Fixed Rate until maturity date
None

No dividend stopper

(b) If there is a change in tax law after the
issue date which results in a change
to the tax treatment of the
Subordinate Instruments that is not to
the benefit of the Issuer.

(c) If the Subordinate Instruments are
fully excluded from Tier 2 capital as a
result of the change in the applicable
regulations.

(d) Any other event as permitted by the

BOT after the Issue Date.

On any interest payment date after the 5"
(fifth) anniversary of the date of issuance of

the Subordinate Instruments.

Fixed Rate until maturity date
None

No dividend stopper
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(b) If there is a change in tax law after the
issue date which results in a change
to the tax treatment of the
Subordinate Instruments that is not to
the benefit of the Issuer.

(c) If the Subordinate Instruments are
fully excluded from Tier 2 capital as a
result of the change in the applicable
regulations.

(d) Any other event as permitted by the

BOT after the Issue Date.

On any interest payment date after the 5"
(fifth) anniversary of the date of issuance of

the Subordinate Instruments.

Fixed Rate until maturity date
None

No dividend stopper
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Topic

Unique identifier BAY272A

Unique identifier BAY27NA

Unique identifier BAY27NB

20

21

22

23

24

25

26

27

28

29

30

Fully discretionary, partially

discretionary or mandatory

Existence of step up or other

incentive to redeem

Noncumulative or cumulative
Convertible or non-convertible

If convertible, conversion trigger (s)
If convertible, full or partial

If convertible, conversion rate

If convertible, specify instrument type

convertible into

If convertible, specify issuer of

instrument it converts into

Write-down feature

If write-down, write-down trigger(s)

Mandatory and comply with the Terms
and Conditions governing the rights
and obligations of the issuers and the
instrument holders.

No incentive to redeem

Noncumulative
Non-convertible
None
None
None

None

None

Write-down feature
Upon the occurrence of the Non-Viability
Events of the Issuer and the government
authority decides to grant financial
assistance to it. The Instrument holders

shall be forced to write-down.

Mandatory and comply with the Terms and

Conditions governing the rights and
obligations of the issuers and the
instrument holders.

No incentive to redeem

Noncumulative
Non-convertible
None
None
None

None

None

Write-down feature
Upon the occurrence of the Non-Viability
Events of the Issuer and the government

authority decides to grant financial

assistance to it. The Instrument holders shall

be forced to write-down.

Mandatory and comply with the Terms and
Conditions governing the rights and
obligations of the issuers and the
instrument holders.

No incentive to redeem

Noncumulative
Non-convertible
None
None
None

None

None

Write-down feature
Upon the occurrence of the Non-Viability
Events of the Issuer and the government
authority decides to grant financial
assistance to it. The Instrument holders shall

be forced to write-down.
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Topic

Unique identifier BAY272A

Unique identifier BAY27NA

Unique identifier BAY27NB

31

32

33

34

If write-down, full or partial
If write-down, permanent or
If temporary write-down, description

of how to write-down

Position in subordination hierarchy in

Full or partial write-down

Permanent

Superior to the holders of

Full or partial write-down

Permanent

Superior to the holders of

Full or partial write-down

Permanent

Superior to the holders of

liquidation (specify instrument type (a) all classes of equity securities of (a) all classes of equity securities of the (a) all classes of equity securities of the

immediately senior to instrument) the issuer, including holders of issuer, including holders of preference issuer, including holders of preference

preference shares shares shares

(b) Additional Tier 1 securities (b) Additional Tier 1 securities (b) Additional Tier 1 securities

(c) Other Liabilities (if any) of the issuer ~ (c) Other Liabilities (if any) of the issuer (c) Other Liabilities (if any) of the issuer

that by their terms or by operation that by their terms or by operation of that by their terms or by operation of

of law rank junior to the law rank junior to the Subordinated law rank junior to the Subordinated

Subordinated Instruments Instruments (together, the Junior Instruments (together, the Junior

(together, the Junior Instruments). Instruments). Instruments).
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Unit: Million Baht

Capital related items

as at December 31, 2018

Amount as disclosed
in public financial

statements — Financial

Amount as disclosed in
the statement of
financial position under Ref.

the consolidated

Position“ oy
supervision
ASSETS
1. CASH 34,679 35,071
2. INTERBANK AND MONEY MARKET ITEMS - NET 245,553 246,396
3. CLAIMS ON SECURITY 12,739 12,739
4. DERIVATIVES ASSETS 14,115 14,115
5. INVESTMENTS - NET 134,749 134,749
6. INVESTMENTS IN SUBSIDIIARIES, ASSOCIATES AND JOINT 2,620 _
VENTURES- NET
7 TOTAL LOANS TO CUSTOMERS AND ACCRUED INTEREST

RECEIVABLE - NET

71 LOANS TO CUSTOMERS 1,749,254 1,801,122

7.2  ACCRUED INTEREST RECEIVABLES 4,326 4,544
TOTAL LOANS TO CUSTOMERS AND ACCRUED 1,753,580 1.805,666
INTEREST RECEIVABLE

7.3 LESS:DEFERRED REVENUE (77,236) (80,131)

7.4  LESS:ALLOWANCE FOR DOUBTFUL ACCOUNTS (59,791) (63,622)
Qualified as capital - (18,235) S
Non-qualified as capital - (45,387)

75 LESS:REVALUATION ALLOWANCE FOR DEBT (1,569) (1,747)
RESTRUCTURING
TOTAL LOANS TO CUSTOMERS AND ACCRUED 1,614,984 1,660,166
INTEREST RECEIVABLE - NET

8. CUSTOMER'S LIABILITIES UNDER ACCEPTANCE 565 565

9. PROPERTIES FOR SALE, NET 3,478 3,536

10. PREMISES AND EQUIPMENT, NET 26,239 26,841

11. GOODWILL AND OTHER INTANGIBLE ASSETS, NET 16,642 16,908
Goodwill - 12,519 |
Intangible assets - 4,389 K

12. DEFERRED TAX ASSETS 4,274 5,281

Deferred tax liabilities of intangible assets - (267) L

Deferred tax liabilities of good will - (573) J

Deferred tax asset of other items - 6,122 N

13. OTHER ASSETS, NET 62,985 24,268
TOTAL ASSETS 2,173,622 2,180,635
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Unit: Million Baht

Capital related items

Amount as disclosed in
Amount as disclosed
the statement of
in public financial

financial position under Ref.
as at December 31, 2018 statements — Financial
» the consolidated
Position o
supervision
LIABILITIES
14. DEPOSITS 1,426,348 1,425,022
15. INTERBANK AND MONEY MARKET ITEMS - NET 244,097 248,097
16. LIABILITIES PAYABLE ON DEMAND 5,991 5,991
17. LIABILITIES TO DELIVER SECURITY 12,739 12,739
18. DERIVATIVES LIABILITIES 13,540 13,540
19. DEBT ISSUED AND BORROWINGS 155,650 167,875
Debt instruments that are qualified as capital - 41,985 R
Other issued debt and borrowings - 125,890
20. BANK'S LIABILITIES UNDER ACCEPTANCES 565 565
21. PROVISIONS 7,764 7,865
22. DEFERRED TAX LIABILITIES 4 4
Deferred tax liabilities of intangible assets - 2 M
Deferred tax liabilities of good will - 2
Deferred tax assets of other items - - @)
23. OTHER LIABILITIES 63,205 52,569
TOTAL LIABILITIES 1,929,903 1,934,267
SHAREHOLDERS’ EQUITY
24. SHAREHOLDERS' EQUITY
24.1 ISSUED AND PAID-UP SHARE CAPITAL (COMMON SHARE) 73,558 73,558 A
24.2 PREMIUM (DISCOUNT) ON COMMON SHARE 52,879 52,879
24.3 OTHER RESERVES - R
24.3.1 Appraisal surplus 7,895 7,895 E
24.3.2 Revaluation surplus (deficit) on investments (90) (178) F
Investment in equity securities - (177)
Investment in debt securities - (1)
24.3.3  Profit (loss) from conversion of financial statement (437) (437) G
from a foreign operation
24.3.4 Deficit from business combination under common (5,218) (5,218) H
control
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Unit: Million Baht

Capital related items

as at December 31, 2018

Amount as disclosed
in public financial

statements — Financial

Amount as disclosed in
the statement of
financial position under Ref.

the consolidated

Position“ »
supervision
24.4 RETAINED EARNINGS

2441  APPROPRIATED - LEGAL RESERVE 5,891 5,891 C

24.42 UNAPPROPRIATED 108,159 108,276
Net profit which already approved - 95,769 D

Net profit await for approval - 12,507

24.5 NON-CONTROLLING INTEREST 1,082 3,702

Qualified as AT1 capital - 1,040
Qualified as T2 capital - 249 Q

Non-qualified as capital - 2,412

TOTAL SHAREHOLDERS' EQUITY 243,719 246,368

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 2,173,622 2,180,635

Note

" This represents Consolidated statement of financial position publically disclosed in SEC website

? This represents Consolidated statement of financial position prepared under BOT’s regulation that all entities listed out in content 3 : The companies

under financial business group under Full Consolidation, are included in this consolidated statement of financial position.
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Unit: Million Baht

Capital related items as at

December 31, 2018

Component of
regulatory capital
reported by financial

business group

References base on
statement of financial
position under the

consolidated

supervision
Total Tier 1 Capital (T1 = CET1+AT1) 209,011
Common Equity Tier 1 (CET1) 207,971
1. Issued and paid up share capital 73,558 A
2. Premiumon share capital 52,879 B
3. Legalreserve 5,891 C
4. Retained earnings after appropriation 95,769 D
5. Other comprehensive income
5.1 Changes in capital surplus from appraisal of lands, buildings or 7,895 E
units in condominium
5.2 Revaluation surplus (deficit) on investment in equity and debt (178) F
securities — available for sales
5.3 Profit (loss) from conversion of financial statement from a foreign (437) G
operation
5.4 Other items from owner changes (5,218) H
6. Regulatory deduction
6.1 Goodwil (11,946) [+J
6.2 Intangible assets (4,120) K+L-M1/
6.3 Deferred tax assets (6,122) N-O
Additional Tier 1 Capital (AT1) 1,040
7. Non-controlling interest of consolidated companies under the Bank’s 1,040 p2/
financial business group to additional tier 1
Tier 2 Capital (T2) 60,469
8. Proceeds fromissuing subordinated debentures 41,985
9. General provision 18,235
10. Non-controlling interest of consolidated companies under the Bank’s 249 2
financial business group to tier 2 capital
Total Regulatory Capital (TC = T1+T2) 269,480

v Starting from 1 January 2018, no remaining amount of item to be included in/or deducted from capital under the Basel lll because all items are 100%

included in/or deducted.

z Non-controlling interest qualified as capital is calculated based on BOT’s requirement.
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Unit: Milion Baht

Capital related items

as at June 30, 2018

Amount as disclosed
in public financial

statements — Financial

L
Position

financial position under

Amount as disclosed in

the statement of

the consolidated

supervisionZ/
ASSETS
1. CASH 31,752 31,752
2. INTERBANK AND MONEY MARKET ITEMS - NET 260,024 260,346
3. CLAIMS ON SECURITY 14,251 14,251
4. DERIVATIVES ASSETS 24,121 24,120
5. INVESTMENTS - NET 109,033 109,033
6. INVESTMENTS IN SUBSIDIIARIES, ASSOCIATES AND JOINT 2441 ]
VENTURES- NET
7. TOTAL LOANS TO CUSTOMERS AND ACCRUED INTEREST
RECEIVABLE - NET
7.1 LOANS TO CUSTOMERS 1,719,575 1,725,442
7.2  ACCRUED INTEREST RECEIVABLES 4,007 4,171
TOTAL LOANS TO CUSTOMERS AND ACCRUED 1,723,582 1,729,613
INTEREST RECEIVABLE
7.3  LESS:DEFERRED REVENUE (77,278) (77,278)
7.4  LESS:ALLOWANCE FOR DOUBTFUL ACCOUNTS (58,658) (59,770)
Qualified as capital (17,879)
Non-qualified as capital (41,891)
7.5  LESS:REVALUATION ALLOWANCE FOR DEBT (1,329) (1,507)
RESTRUCTURING
TOTAL LOANS TO CUSTOMERS AND ACCRUED 1,586,317 1,591,058
INTEREST RECEIVABLE-NET
8. CUSTOMER'S LIABILITIES UNDER ACCEPTANCE 590 590
9. PROPERTIES FOR SALE, NET 3,679 3,679
10. PREMISES AND EQUIPMENT, NET 25,953 25,990
11. GOODWILL AND OTHER INTANGIBLE ASSETS, NET 16,674 16,701
Goodwill 12,576
Intangible assets 4,125
12. DEFERRED TAX ASSETS 4,856 5,206
Deferred tax liabilities of intangible assets (256)
Deferred tax liabilities of goodwill (527)
Deferred tax asset of other items 5,989
13. OTHER ASSETS, NET 21,250 21,767
TOTAL ASSETS 2,100,941 2,104,493
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Unit: Million Baht

Amount as disclosed in
Amount as disclosed
the statement of

Capital related items in public financial
financial position under = Ref.
as at June 30, 2018 statements — Financial
" the consolidated
Position oy
supervision
LIABILITIES
14. DEPOSITS 1,367,531 1,366,492
15. INTERBANK AND MONEY MARKET ITEMS - NET 243,980 244,980
16. LIABILITIES PAYABLE ON DEMAND 6,686 6,686
17. LIABILITIES TO DELIVER SECURITY 14,251 14,251
18. DERIVATIVES LIABILITIES 16,795 16,795
19. DEBT ISSUED AND BORROWINGS 165,329 165,329
Debt instruments that are qualified as capital 41,985 Q
Other issued debt and borrowings 123,344
20. BANK'S LIABILITIES UNDER ACCEPTANCES 590 590
21. PROVISIONS 7,720 7,759
22. DEFERRED TAX LIABILITIES 4 4
Deferred tax liabilities of intangible assets 2 M
Deferred tax assets of other items 2
Deferred tax liabilities of other items
23. OTHER LIABILITIES 43,492 44,575
TOTAL LIABILITIES 1,866,378 1,867,461
SHAREHOLDERS’ EQUITY
24. SHAREHOLDERS' EQUITY
24.1 ISSUED AND PAID-UP SHARE CAPITAL (COMMON SHARE) 73,558 73,558 A
24.2 PREMIUM OR DISCOUNT ON COMMON SHARE 52,879 52,879 B
24.3 OTHER RESERVES
24.3.1 Appraisal surplus 8,018 8,018 E
24.3.2 Revaluation surplus (deficit) on investments 228 139 F
Investment in equity securities 8
Investment in debt securities 131
24.3.3  Profit (loss) from conversion of financial statement (273) (273) G
from a foreign operation
24.3.4  Deficit from business combination under common (5,218) (5,218) H

control

Krungsri - Basel Il Pillar 11l Disclosures - 69 of 73



A

krungsri
nSvAs

A member of () MUFG
a global financial group

Unit: Million Baht

Amount as disclosed in
Amount as disclosed
the statement of

Capital related items in public financial
financial position under = Ref.
as at June 30, 2018 statements — Financial
the consolidated
1/
Position o
supervision
24.4 RETAINED EARNINGS
2441  APPROPRIATED - LEGAL RESERVE 5,007 5,007 C
24.4.2 UNAPPROPRIATED 99,478 99,595
Net profit which already approved 86,997 D
Net profit await for approval 12,598
245 NON-CONTROLLING INTEREST 886 3,327
Qualified as AT1 capital 971 (0]
Qualified as T2 capital 231 P
Non-qualified as capital 2,125
TOTAL SHAREHOLDERS' EQUITY 234,563 237,032
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 2,100,941 2,104,493

Note
" This represents Consolidated statement of financial position publically disclosed in SEC website
“This represents Consolidated statement of financial position prepared under BOT's regulation that all entities listed out in content 3 : The companies

under financial business group under Full Consolidation, are included in this consolidated statement of financial position.
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Disclosure of reconciliation of regulatory capital components
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A member of () MUFG
a global financial group

Unit: Million Baht

Capital related items as at

June 30, 2018

Component of
regulatory capital
reported by financial

business group

References base on
statement of financial
position under the

consolidated

supervision
Total Tier 1 Capital (T1 = CET1+AT1) 200,173
Common Equity Tier 1 (CET1) 199,202
1. Issued and paid up share capital 73,558 A
2. Premiumon share capital 52,879 B
3. Legalreserve 5,007 C
4. Retained earnings after appropriation 86,997 D
5. Other comprehensive income
51 Changes in capital surplus from appraisal of lands, buildings or 8,018 E
units in condominium
5o Revaluation surplus (deficit) on investment in equity and debt 139 F
securities — available for sales
5.3 Profit (loss) from conversion of financial statement from a foreign (273) G
operation
5.4 Other items from owner changes (5,218) H
6. Regulatory deduction
6.1 Goodwil (12,049) [+J
6.2 Intangible assets (3,867) Kil-m"
6.3 Deferred tax assets (5,989) N
Additional Tier 1 Capital (AT1) 971
7. Non-controlling interest of consolidated companies under the Bank’s 971 02/
financial business group to additional tier 1
Tier 2 Capital (T2) 60,095
8. Proceeds from issuing subordinated debentures 41,985
9. General provision 17,879 R
10, Non-controlling interest of consolidated companies under the Bank’s 231 P2/
financial business group to tier 2 capital
Total Regulatory Capital (TC = T1+T2) 260,268

v Starting from 1 January 2018, no remaining amount of item to be included in or deducted from capital under the Basel llI

because all items are 100% included in or deducted.

? Non-Controlling interest qualified as capital is calculated based on BOT's requirement.
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A member of () MUFG
a global financial group

Table 20: Disclosure of capital under Basel Il during transitional period

Unit: Million Baht

Capital amount, eligible items,

adjustment items and deduction items

Financial Business Group

December 31, 2018 June 30, 2018

Transitional Transitional

Capital amount ~ adjustment  Capital amount  adjustment

amount* amount*
Total Tier 1 Capital (T1 = CET1+AT1) 209,011 - 200,173 -
Common Equity Tier 1 capital (CET1) 207,971 = 199,202 -
1. Issued and paid up share capital 73,558 73,558
2.  Premiumon share capital 52,879 52,879
3. Legalreserve 5,891 5,007
4. Retained earnings after appropriation 95,769 86,997
5. Other comprehensive income
5.1 Changes in capital surplus from appraisal of 7,895 8,018
lands, buildings or units in condominium
52 Revaluation surplus (deficit) on investment in (177) 8
equity securities
53 Revaluation surplus (deficit) on investment in (1) 131
debt securities
5.4 Profit (loss) from conversion of financial (437) (273)
statement from a foreign operation
5.5 Other items from owner changes (5,218) (5,218)
6. Regulatory deduction
6.1 Goodwill (11,946) (12,049)
6.2 Intangible assets (4,120) (3,867)
6.3  Deferred tax assets (6,122) (5,989)
Additional Tier 1 capital (AT1) 1,040 - 971 -
7. Non-controlling interest of consolidated companies 1,040 971
under the Bank’s financial business group to additional
tier 1%
Tier 2 capital (T2) 60,469 - 60,095 =
8. Proceeds fromissuing subordinated debentures 41,985 41,985
9. General provision 18,235 17,879
10. Non-controlling interest of consolidated companies 249 231
under the Bank’s financial business group to tier 2
capital™*
Total Regulatory Capital (TC = T1 + T2) 269,480 = 260,268 =

' Starting from 1 January 2018, no remaining amount of item to be included in/or deducted from capital under the Basel Ill

because all items are 100% included in/or deducted.

h Non-Controlling interest qualified as capital is calculated based on BOT’s requirement.
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Unit: Million Baht

Bank-Only
December 31, 2018 June 30, 2018
Capital amount, eligiole items, Transitional Transitional
adustment tems and deduction ftems Capital amount  adjustment  Capital amount — adjustment
amount™ amount™
Total Tier 1 Capital (T1 = CET1+AT1) 175,377 - 168,439 =
Common Equity Tier 1 capital (CET1) 175,377 - 168,439 =
1. Issued and paid up share capital 73,558 = 73,558
2. Premiumon share capital 52,879 - 52,879
3. Legalreserve 5,891 - 5,007
4. Retained earnings after appropriation 53,785 - 46,952
5. Other comprehensive income - -
5.1 Changes in capital surplus from appraisal of 7,895 8,018
lands, buildings or units in condominium )
5o  Revaluation surplus (deficit) on investment in (88) 9%
equity securities )
53  Revaluation surplus (deficit) on investment in (1) 131
debt securities )
5.4  Other items from owner changes (5,218) - (5,218)
6. Regulatory deduction - -
6.1 Goodwill (10,214) - (10,281)
6.2  Intangible assets (2,629) - (2,425)
6.3  Deferredtax assets (481) - (278)
Additional Tier 1 capital (AT1) - - - -
Tier 2 capital (T2) 53,599 - 54,739 =
7. Proceeds fromissuing subordinated debentures 41,985 - 41,985
8. General provision 11,614 - 12,754
Total Regulatory Capital (TC = T1 + T2) 228,976 0.00 223,178 =

* Starting from 1 January 2018, no remaining amount of item to be included in/or deducted from capital under the Basel Il

because all items are 100% included in/or deducted.
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