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Committed to be the leader in credit card bussiness and consumer
finance, our aim is to bring all the benefits of today modern lifestyle to the Thai

people through convenience, efficiency and the most

modern technology.Krungthai Card Public Company Limited or KTC provides service and

management equal to the best international standards. On July 2M, 2002, we
transformed the company into a Public Company Limited to increase our
flexibility in creating new services for a changing society. We have challenged
our company and our staff to bring the best in services to all the Thai people.

Krungthai Card Public Company Limited
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KTC aims to be the top credit card issuer and a leader in consumer finance, with emphasis on

management and services, creating opportunities and benefits for our customer.
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Our mission is to offer a full range of credit card and consumer finance products and services, with all

privileges, convenience and security, at a fair price and with moximum customer satisfaction.
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Thanks to the commitment of contfinual improvement, KTC is able to offer more and better

services as time goes by. We are absolutely dedicated to maintaining quality and efficiency equal to
international standard to provide maximum benefits and flexibility to our customers.
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®0 Goneral Information

ee Company’s Name Krungthai Card Public Company Limited
Abbreviation KTC
Registration Number 40854500684
Type of Business Credit card and consumer finance business
Number of Employees 505
Location 591 United Business Center Il Building, 14™ Fl., Sukhumvit Rd.,
North Klongton, Wattana, Bangkok 10110

Tel : 0-2665-5000, 0-2665-5100
Fax : 0-2665-5064
Website www.ktc.co.th
Registered Capital Baht 1,050,000,000
Paid-up Registered Capital Baht 1,000,000,000
Type of Stock Common stock
Number of Paid-up Common Shares 100,000,000

Par Value Baht 10 per share

Other companie’s stocks of which the minimum of 10 % are held by KTC None .

Company s Profile

Krungthai Card Public Company Limited ("KTC” or the “Company”), was established on
December 4™, 1996, under the name Krungthai Card Company Limited, with an authorized capital of
Baht 30 million. The majority shareholder, Krung Thai Bank Public Company Limited
(“Krung Thai Bank” or the “"Bank”), held 99.99 percent of KTC's issved shares. The Company's
charter was, for all practical purposes, management of Krung Thai Bank's credit card and related
operations.

On June 30", 2002, as part of its mandated privatization, Krung Thai Bank
fransferred to KTC the whole credit card receivables, plus claim rights, card liabilities,
associated loan agreements, and overdraft obligations. Concurrently, the Bank entered
info a contractual relationship with KTC for the Company to manage its debit card
operations, and to receive certain specified financial assistance and other support
services.

KTC was transformed intfo Public Company Limited on July 2™, 2002, under the
name Krungthai Card Public Company Limited, with registered capital of Baht 1,000
million and 100 milion common shares. Of those authorized, 95 milion common shares,
with a par value of Baht 10 each, were issued. Former shareholders were offered 44
million shares at par value, with the remaining 51 milion shares made available in an
October 2002 public offering.

At present, the Company has paid - up capital of Baht 1,000 million, with registered

capital of Baht 1,050 million.

ﬂeferences:

Securities Registrar Thailand Securities Depository Company Limited
Address : 62 The Stock Exchange of Thailand Building, 4", 67" Fl.,
Rachadapisek Rd., Klong Toey, Bangkok 10110

Auditor Office of the Auditor General of Thailand

Legal Advisor Minter Ellison (Thailand) Company Limited
Address: 900 Ton-son Building, 17" Fl., Ploen-chit Rd., Lumpini,

Krungthai Card Public Company Limited
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e s sage from Chairman

Throughout the year 2002, Thailand's credit card business registered a significant progress. Many
credit card companies rolled out new products, services and atfractive marketing activities to expand their
pbusiness and customer base. This resulted in a very stiff competition in the industry. With closer supervision and new
regulations by the Bank of Thailand, the whole industry had to adjust to a new environment and to invent more
credative strategies to enhance their market positioning.

Despite market dynamism and strict controls by the authority, Krungthai Card Public Company Limited
(KTC) successfully boosted its market positioning, expanded its customer base and strengthened its business
operations. KTC made a milestone in ifs history last year when it became a listed company on the Stock Exchange
of Thailand. Our initial public offering was highly successful although it was launched when the market was almost
at the boftom. The IPO also improved the company’s financial health and stability.

In 2003, KTC continues fo move quickly. Our goal is to make KIC card the “preferred” credit card
that Thai people are proud to carry with them. We aim to develop it beyond the concept of “another
credit card” but also a symbol of credibility and frust. We will transform it into an important “tool” for people
to pay for goods and services in daily life. More innovative personal financial services will be added to offer
maximum convenience for our cardholders.

KTC will implement more aggressive marketing strategies based on our true understanding of consumer’s
needs and lifestyles. Blending these with our business vision, we will offer quality products and services that
deliver more than what consumers expect, as well as expand our customer outreach.

In addifion, KTC continues to increase its risk management efficiency in terms of applicant screening,
credit approval process, and relafed risk management to further improve financial status, profitability and
confidence on the company by its stakeholders.

With regards to good corporate governance, we confinue to commit to increasing our fransparency
in every aspect of our business operations to boost investor's confidence in our company. Our visionary
management feam, with great experience and expertise, is ready to lead the company successfully in the highly
competitive market and, af the same time, provide maximum benefits to Thai consumers and the industry as
a whole.

Finally, the Board of Directors of KTC would like to thank all its shareholders, customers, executives and
employees for their support. We hope to receive your confinuous support in bringing about a better life to Thai
citizens.

Public Company Limited



)i

10

gn Uasnsvolng 310a (UKIBU)

ANIZNITUNNEATIN ALIIRNLEEIN Farlarnaudienssunisd 52 3 viu Ae une N
quning Tlwenuun Wulszeupnenssuniameia ey wed u “Uu 9 uaTuedRsIaLl
AN Lﬂuﬂﬁumimw aw“l,m“l,mLﬂuwmmﬁmawuﬂmuﬂjmmw ImedANusURATaL
LazanuLANiNAnuTiAuy ﬂiimmimwimmmumu Fufuldpudaiivunaes
patavannsngwiaLszinalng

luseyanadl 2545 ANZNITUNIIMTIA auimﬂgumwmﬁlﬁlimumuwmmﬂﬂ
AUZNITUNTLS ENDENATLAIU L‘W@‘l‘mm?ﬂg‘umwmmﬂu“l,ﬂamquﬂ?w V]ﬁmwmmmﬁmmi
nsaa aunnulavinanudlaluumuinuazanuduiareuesny  Jadaanul e
SautINIANTILUgSAALTEN

$YINNLAINANIANIZNTTUNITATIA 'm_lﬁmm%’uammuimﬂmwiamiﬁﬁﬁ’uql,l,a
neAungluiunITneds autashensa eunngluniuununisnsia audszdnd
nsdsniliunansngin au Uz visnauaTANUINENNBIRTsILINSALIANNNETY N15LEYNS
uazn9tezifiuAniae 290fents aUMILILINTEY WAZINEUININNS R S lEvin
miﬂi‘vLuummmewamma“uumimumma"lu ‘[mﬂmamiw aumﬂ‘l,w,ﬂuwwmmw
Us=iiiu FauaiilfTuitwela LLaJLmiUmmmumamﬂ‘wnr:hmnmmsumLﬂuam\‘im il
mi_uﬂnummuu%mummmﬁmﬂ‘luuwﬂmﬂgumwummaﬁlmmwmuNmmuma
ANUTZIATEINRENY 1L UB Uaz Lﬂu\lﬂﬂﬂ"lﬂllﬂiu yisnwluduiaz 3u $auaziaunli
mwm:uumimﬂu@LLammsmmmq it

luuNuANZNITUNITATIA DU

@WL/L/W%

W ARG Talsenuun)
1/9281UANZNFIUNNTATIA DL

re 2002



To

eport of Audit Committee

The Shareholders
Krungthai Card Public Company Limited

The Audit Committee of Krungthai Card Public Company Limited consists of
three independent directors : Ms. Chanathip Poshyananda, Chairwoman, Mr. Rangsin
Suebsaeng and Mr. Akarat Na Ranong. The Committee’s responsibility is established
by the company’s Board of Directors in accordance with the regulations of the Stock
Exchange of Thailand.

During fiscal year 2002, the Audit Committee fully discharged all duties
assigned to it by the Board of Directors.

The Audit Committee assumed supervisory responsibility for internal audit
through audit of the company’s internal audit division, with performance measurements
made in accordance with annual audit plan. Other responsibilities included evaluation
of audit results, an assessment of the adequacy and efficiency of internal controls,
risk evaluation, and revision of budgets and financial statements.

A special evaluation, conducted by the internal audit division under the
Audit Committee’s supervision regarding the sufficiency of the company’s internal
control system, demonstrated that current controls are adequate. The evaluation
received the cooperation of all parties, and all personnels involved performed their
duties with appropriate caution and atftention to details.

On behalf of the Audit Committee

(Ms. Chanathip Poshyananda)
Chairwoman

(For Translation Purpose Only)

Krungthai Card
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1 2539LYeor ]996
o NOAGLEEM 1aTUN 4 Sunmu 2539
Company-founded on December 4™, 1996

i 2540/Yeor 1997

o WAIUNTE 11] CARDPAC gz CMCS LWﬂﬂ’J‘]_ImJﬂ'ﬁﬂﬁ'r]EI uL‘H’r] ‘NL‘]JLL‘? U 19 umﬂ‘wmw
finsipsanTilantiinnstausy uazldlunissitiuemu
Developed CARDPAC and CMCS credit control systems which were the information systems
widely accepted and implemented by credit card companies all over the world.

o AAAN Quality Assurance Unit Lﬁamuau@mmwmiﬁmi WAZNFIALENS
Established Quality Assurance Unit for the purpose of quality control, management and
services.

pil 254]/Yeor ]928
° W@Jmu,a mmmi‘”uu Call Center “KTC Phone” LW@QI,W_I‘Iﬂ’]? JJ’]‘]Iﬂ‘]_Im‘i‘
Developed and installed “KTC Phone” Call Center to serve KIC card members.
. 175U97998 The Best - In - Country Card Center Operation 2101 VISA International
Received “"The Best - In - Country Card Center Operation Award” from VISA International.

1l 2542/vear 1999
. 28N1A9ATAANSINEATL 100,000 NS
Issued the 100,000™ Krungthai credit card.

11 2543 /vear 2000

. BuliusnstinsindsignBiannsaunsing
Started Krungthai VISA Electron Debl’r Card service.

SR VAT Management Information System uﬂﬂumsmuaﬂmmw umm
Impjlemented Management Information System in con’rrolllng credit quality.

o AMIALZNITUNNIATIa B Waanullsal Tunisudmsanu
Established the Auditing Committee for fransparency in management.

« 175U51978 Most Performance Achievement 211 VISA International
Received “Most Performance Achievement Award” from VISA International.

1 2544/Yec1r 2001

. pantinsindaldndiannsaunsdinaasy 100,000 tins
Issued the 100,000™ Krungthai VISA Electron debit card.

. santinsindinimBieAnseuuuLusuduasaslssiuTindusinasusnuazaunasiaeludssindlng
Became the first and the only one bank in Thailand to issue VISA Electron debit card with
life insurance plan.

o WAILNFZUL Credit Scoring LW@LWJJ‘]J?“’ ‘Vlﬁﬂ’]Wﬂ’]ﬁ"JLﬂﬂ“’Mﬂ’]?ﬂﬁﬂEl umjaiwummmmmua”
?ﬂﬁill
Developed the Credit Scoring system to enhance efficiency in credit analysis so that the
authorization system would be more rapid and concise.

« 175191978 The Best VISA Card Operation 270 VISA International
Received “The Best VISA Card Operation Award” from VISA International.

{ 2545/Yeor 2002

o snidanAessIitlanusniinuazAmesslausenaantn  wiuiinsiasanngelnaynilszian
IneluiRaula
Waived all entrance and annual membership fees for all types of Krungthai credit cards
without any gondition.

e AN LUEu’QmMQLﬂUUiHﬂMM’]ﬂIUWWﬂﬂ mmuw 2 NINHIAN 2545
Registered as a public company limited on July, 2", 2002.

o napnzidsulunaravannindunalszinalng WaTui 28 nanAu 2545
Listed on-the Stock Exchange of Thailand on October 28", 2002.

o fheiinnig KIC unduineas Jrnnaly 2 ouy AN 1ResesFLnsuEnefnedLTEn
Relocated KTIC office to United Business Center Il Building, Sukhumvit Rd., due to the expansion
of the company.

Public Company Limited m
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ature of Business

business operations in four distinct functional areas :

Issuing Business Operations involve issuing credit cards, setting credit line for cardholders,
monitoring card usage, receiving outstanding balance payments, and pursuing delinquencies. The
Company receives income from various fees related to issuing credit cards and from interest charged
cardholders for revolving credit.

Acquiring Business The Company actively markets its services to shops and service
providers in an effort fo expand the base of merchants accepting the KTC card, which, in furn, increases
fee base for card usage. Once a new merchant account is established, the Company installs an
electronic data capture (EDC) or card - reading terminal, supervises sales approval, and provides fraud
detfection and prevention services. KTC receives income from the discount fees paid by merchants on
each sale made with the KTC card.

Circle Loan Business An additional loan limits are set individually by the Company for each
cardholder who has circle loan account. The Company generates income from the interest collected
from cardholders for these loans.

Card Services Business KTC offers and provides various credit card services to other
financial institutions, including access to the Company’s cardholder database. KTC receives management
fee for these services.

In summary, the Company’s four major business functions generate income in four main
catagories : interest received , fee income, services income, and management fee.

ncome Structure

From its establishment in 1996, to the June 30", 2002 asset transfer, the Company’s operations
have been concenfrated on providing credit and debit card management services to Krung Thai Bank.
As such, KTC has fraditionally received the majority of its income in the form of management fees.
Addifional sources of income have been interest on cash deposits and various miscellaneous financial
transactions. Expenses have been those related to payroll, marketing, communications and other general
and administrative costs. The Company’s balance sheets produced during this period, as audited by the
Office of the Auditor General of Thailand, an independent body appointed by KTC's shareholders,
were representative only of ifs performance as a management services provider, rather than its frue
performance as an independent credit card issuer.

Following the fransfer of the credit card operation, circle loan business and other assets o KTC
on June 30", 2002, the business structure has been revised fo reflect the real income and costs related to
the Company’s operation. From July 1%, 2002, KTC's financial statements have fully recognized interest as
well as all other incomes, all expenses including KTC's complete payroll and the costs of marketing and
information systems support, and included provisions for bad or doubtful debts.

Public Company Limited G
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Credit card expenditures have steadily increased over the past five years, since consumer

behaviour has shiffed from cash purchases to the use of credit cards. This frend may be the result of
growing trust in card services, low inferest rates for cash deposits, incentives such as price discounts when
payment is made by credit card, a general increase in consumer demand, or a combination of factors.
Regardless of cause, though, the result is clear and measurable : credit card expenditures in Thailand
increased by more than 17 percent from 1998 through 2001.

During the same period, which immediately followed the currency crisis of 1997 and subsequent
reversal of the high growth rafes of earlier years, consumer lending in general decreased. Credit card debt
in real terms, though, and the percentage of overall consumer lending accounted for by credit card debf,
increased on a year - fo - year basis throughout the period. The reasons for this probably included'a shift
from secured direct lending fo unsecured credit card borrowing, as well as a consumer preference for
deferred payment in times of economic uncertainty with inflationary expectations.

The increased use of credit cards coincided with sfiffer and increasingly aggressive competition
amongst card issuers. Informational campaigns coupled with sales promotions were designed and
implemented to develop consumer awareness of the range of available services, particularly revolving
loans, which both generate good income for the card issuer and provide instant access to unsecured
loans for cardholders, and fo sign up new cardholders.

The increase in customer base, from 1.91 million issued cards at the end of 1999 to 2.57 million
by the end of 2001, an annual growth rate of 25.5 percent, was significant in accounting for the growth
in credit card expenditures and concurrent card debt.

During this same period, KTC increased its market share in several sectors, as shown on the
following graph. In 2000, 5.51 percent of fotal credit card expenditures were made with the KTC card; by
the end of 2001 that share had risen to 5.85 percent. Net outstanding card balances increased from 4.39
percent of total expenditures in 2000 to 5.34 percent in 2001. And the number of card increased from
122,589 cards in 2000 to 171,266 cards in 2001. In 2002, KTC has 598,173 cards.

The Company believes its positive performance is due to management’s emphasis on expansion
of its credit card business. Despite having started from a small scale, or perhaps because of it, KTC
employed an aggressive marketing approach, offering a lower interest rate than its competitors, providing
complementary services, and unconditionally waiving entrance and annual fees. These strategies
accelerated the expansion of the company’s business and were a major factor in increasing its
various market shares.

ture of the Credit Card Industry

Segmentation

The credit card market in Thailand can be described as one with two distinct cardholder
subgroups : a high - income group and a moderate - income group, with the line of demarcation
between the two being a gross income level of approximately Baht 15,000 per month or funds, adequate
in the card issuer’s judgement, on deposit at a financial institution.

The situations and opportunities available to the two subgroups are markedly different,
however. The Ministry of Finance and the Bank of Thailand recently issued new regulations requiring credit
card applicants to have a minimum monthly income of Baht 15,000, or evidence of suitable financial
condition. These regulations are binding on all card issuers, unlike the previous regulations which were
applicable only when the card issuer was a commercial bank. The effect was immediate and has resulted
in current business coming almost exclusively for the high - income group.

This situation is a limiting factor for the Company’s future growth, since the moderate -
income group is substantially larger than the high - income group. To compensate, KTIC believes that
products similar to but less restrictive than credit cards will certainly be developed for the moderate -
income consumer, both by commercial banks and other financial service providers.

Competition

KTC's major competitors are commercial banks, both domestic and foreign.-In-most cases,
though, the card business for these issuers is a non - core activity. And other major competitors are
non - commercial banks providing other consumer finance products; personal loan, hire purchase,
to consumers.

As competition amongst credit card issuers is now largely restricted to high - income
consumers, marketing strategies have focused on fees, service charges, and overall quality of services. All
competitors in the market have pursued the same objectives : to maintain their current cardholder base,

Public Company Limited m
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interest rates and extended inferest - free debt repayment periods.
In addition to supporfing and—entarging—the cardholder base, all competitors
extended purchase price discounts and other promotional offers fo encourage co
KTC's Competitive Strategy

reasonable inferest rates which are less than those charged by its competitors for the high - income, group
At present, KTC charges the inferest of 156 percent per annum, with an additional 2.75 p
per - fransaction fee applied to credit usage.

These marketing strategies have succeeded in developing broad interest from pote

rcen

ntial

cardholders and confinuing growth in the number of card applicants. Other marketing factics, such as
price discountfs or lucky draw, are employed periodically to enlarge the cardholder base and incregse
card expenditures amongst various target subgroups.

The Ministry of Finance and the Bank of Thailand regulations of November 2002 have had
little effect on the Company’s operations. The interest rates and fees which KIC currently charges ifs
cardholders are, in general, already less than the maximums allowed under the regulations. The only fee
which the Company was forced to reduce was that which it charged for cash advances. KTC's standard
fee had been Baht 120 for each Baht 3,000 of cash advance, or four percent of the total. Under the new
regulations, the fee is limited fo a maximum of three percent of the amount advanced. While this restriction
will result in slightly less cash advance fee income, the reduction as a percentage of total income is
negligible.

As KIC's present fee and interest rafe policies already are in compliance with the latest
requirements of the Ministry of Finance and the Bank of Thailand, the Company is of the opinion that it is
well placed fo compete in the current regulatory climate, better so than competitors who have been
forced tfo resfructure their fees or interest rate charges.

QAcquiring Business

Competitive Situation

Competition among Thai credit card issuers to secure new merchant accounts is quite stiff,
with all competitors often aggressively marketing their services fo the same few merchants most likely to
provide the greatfest refurn. This situation results, in part, from the fact that certain fixed costs, such as
installation and maintenance of Electronic Data Capture (EDC) fterminals, are incurred on behalf of every
participating merchant regardless of usage. The acquirers, therefore, who must bear these costs prior
receipt of any purchase - related revenue, tend to favour those merchants with the largest potential
fransaction volumes.

- KTC's Competitive Strategy

KTC believes it has a competitive advantage in securing new merchant accounts, KTC's
relationship with Krung Thai Bank means that merchants agreeing to accept the KTC card have access to
the Bank’s largest nationwide branch network. KTC can thus promise sale processing and credit to the
merchant’s account faster than competing acquirers, as well as personal attention in all locales, large and
small alike.

Merchant account growth, though, is not simply a matter of signing up an ever increasing
number of new shops. While KTC's strategic plan includes maintenance of its present merchant account
market share, the plan’s emphasis is heavily weighted tfoward activities resulting in expansion of the card
base.

Accordingly, KTC has implemented a preferential program of strengthening and solidifying
relationships with larger, high - revenue speciality shops, such as department stores which can generate
substantial card fransactions with lower risk of fraud.

e Loan Business
ince-the_Company has adopted a policy of gradually reducing the growth rate of

oans, a number of cardholders with circle Toans have sfeadily decrease—Net_circle Toan receivables have
decreased only slightly, though, and KTC sfill obtains more than Baht 100 million annual revenue from the

Krungthai Card Public Company Limited -

interest on these loans.
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e d i Card Servi

Card services consist of two core businesses : management-o ng Thai Bank’s debit
accounts which were not transferred to KTC, and other card - related operations.

At the time of the Bank’s privatization in 2002, KTC was engaged by Krung Thai Bank to provid
complete management services for all its card functions, both debit and credit. Overseeing the Bank
debit card operations meant managing card marketing, producing and issuing cards to account, holders
monitoring card usage patterns for fraud detection and prevention, developing collection procedures
for charge - backs from other banks and other payment refusals, and maintaining and operating the
debit - card customer Call Center.

Krung Thai Bank subsequently reduced ifs shareholding in KTC to less than 50 percenf, and
fransferred all credit card receivables to the Company; although the Bank retained the debit card
operation it confinued to employ KTC to manage the business on ifs behalf. A new contract was entered
info between the two firms, under which KIC was appoinfed the exclusive provider of debit card
management services to the Bank, defined specifically as marketing and card production, for 15 years
from the June 30", 2002 date of the asset transfer agreement. In addition, the contract specified that
the Company will be the sole provider of management services for any future card - related businesses the
Bank might establish.

‘ ‘ Payments tfo KTC from Krung Thai Bank for ifs services under this contract are made quarterly.

Research and Development

‘re‘.rd Research & Development Activities

Supporting preparation of its annual marketing plan, KTIC conducts comprehensive market
research to determine the needs of its cardholders and their general level of satisfaction with the
Company’s services. In addition, focused and specific market research is conducted prior to the launch of
any new product or service.

Depending on nature of the research effort and the availability of its own personnel, the
Company may conduct its own market research or confract with specialist organizations for the work.
In general, research topics remain constant and include trends affecting the card market, cardholders,
behaviour, consumer attitudes toward credit cards in general and KTC card in particular, and customer
satisfaction with KTC's products and services. Test marketing or presentation of proposed campaigns fo
focus groups aids in refining the Company’s approach to the consuming public.

To better understand and quantify the behavioural patterns and needs of its cardholding
customers, KTC has stressed use of data - mining equipment, a specialized information system optimized for
organizing and analyzing cardholder database information. It is the Company’s considered opinion,
supported by the results of various marketing programs, that this method of data analysis yields highly
useful information for developing and fine-tuning sales promotions, product launches and services for niche
markets.

.ew Product Research and Develop

During 2002, KTC took under consideration the launch of three new products : personal loans,
asset financing and “smart card” - cash card services.

The Company engaged the services of The Boston Consulting Group (Thailand), Ltd., to perform
a feasibility study regarding the personal loan and asset financing products. A group of shareholders joined

|

with the Company in hiring Andersen Consulting fo conduct a similar feasibility study on the “smart card”
service. '

Krungthai Card Public Company Limited -
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Yisk Factors

Risks

In its business operations, KIC must confront a variety of risk factors which can be
broadly separafed info two groups : risks specific fo the Company’s business, and risks
affecting the overall business environment.

Factors Specific to KTC s Business Operations

1.1 Interest Rate Risk

Overall, KTC has received loans totalling Baht 13,030 million from Krung Thai Bank,
with inferest rates pegged to the Minimum Lending Rate (MLR) and freasury yield curve,
as announced periodically by the Bank. As these rates are not fixed but vary according
to economic factors, the Company’s loan - related interest expense may rise if the Bank
announces an increase in the reference rates.

Interest rate fluctuations, and the resultant increase in cost to the Company,
may be large enough to have a significant effect on KTC's ability to achieve its financial
objectives, which in turn may result in a competitive disadvantage in the marketplace. The
Company cannot guarantee or assure that Krung Thai Bank will not increase its interest rate
in the future.

1.2 | Liquidity Risks

At present, KTC utilizes loans from Krung Thai Bank as a source of funds. As of
December 31%, 2002, the Company registered a net loan balance with the Bank of Baht
7,007.78 million. Although there is no reason to believe that Krung Thai Bank will reduce or call
the loans currently allowed the Company, such action would seriously jeopardize KTC's ability
to support planned business expansion, and thus significantly affect future performance.

To avoid such an eventuality, KTC has adopted a policy of reducing its
dependence on any single source of funds. Tapping the capital markets through sale of
authorized shares or issuance of debt instruments is one approach under consideration, as
well as seeking loans from financial institutions other than Krung Thai Bank.

1.3 Loss of Cardholder Database Access

KTC's cardholder database is presently hosted on Krung Thai Bank's computer
information system. The Bank systematically collects and updates information as required.
Krung Thai Computer Services Company Limited ("KCS”), an doffiliate of Krung Thai Bank,
provides systems support to KTC in maintaining the database.

KTC and KCS, however, also maintain a reserve database drawn from the Bank's
primary files. Should a problem arise in which the primary database is damaged or otherwise
unavailable, essential information can be retrieved from the reserve database. It is the
Company’s considered opinion that a temporary loss of access to cardholder information
due to difficulties in the Bank's computer system would present no significant negative effects
to KTC’s business operations, financial performance or general ability to provide uninterrupted
services to its customers.

1.4 Early Termination of Back Office Services from Krung Thai Bank

On June 26™, 2002, KTC entered into an agreement with Krung Thai Bank under
which the Bank provides “back office” services to KIC for 15 years, effective July 1%, 2002.
Should the Bank commit a material breach of its obligations under that agreement, or insist
on early terminatfion of the confract, a risk exists that the Company’s normal operations may
be interrupted until such time as arrangements can be made for replacement services.

Regarding the Company’s management services agreement with Krung Thai
Bank, a material breach leading fo terminatfion of the contract would cause a major
disruption both to KTC's operations and its anticipated revenue, with resultant retfrenchment
a certainty until such fime as new business from other customers could be secured.

Krungthai Card
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It is important to state that the Company has neither information nor expectation
that Krung Thai Bank will not fully comply with the ferms of both agreements. Prudence,
however, dictates that the risk, however slight, be identified.
1.5° Amendments to Laws Governing Credit Card Operations

According fo current law, credit card business operators must have a permit from
the Minister of Finance, which will be issued only if the operator meets certain specified
qualifications. The law also requires that the operator’s board of directors assume responsibility
for direction and supervision of its credit card business activities.

To comply with the current law, KIC must make certain adjustments to ifs
management structure, chain of command and infernal control systems, incurring costs for
which provisions have been made on the Company’s financial statements. At present, KTC
estimates that the required changes will account for only small or negligible cost increases.

As issues related to corporate structure and governance in Thailand have not yet
been fully resolved, and measures to add robustness to the national economy are still being
developed, there exists a risk that the current law governing credit card operators will be
amended in ways which would require KIC fo undertake far more costly restructuring.
However, since the current law was only recently adopted, and implementing regulations
have already been developed and issued, the Company believes this risk to be relatively small.

General Credit Card Business Ris ks in

2.1 Fraud

In general, all credit card issuers must confront the risk of fraudulent usage
or circulation of counterfeit cards. KTC's card operations are not immune fo this risk.
The Company’s management has therefore instituted risk control procedures wherever
possible. KTC's information systems incorporate fraud detection software and the Company’s
well - frained employees are specifically tasked with prompt follow - up of suspicious activity.
The Company’s management believes the fraud risk is rather low financially in
both real terms and when compared to the net account receivables figures. Furthermore, no
short - or medium - term trends have been apparent which would indicate increased

fraudulent card activity over the past two or three years.
2.2 False Information from Card Applicants

Another form of fraud, applicants submitting false information impedes the Company’s
ability to correctly set credit allowances for individual cardholders.

While every effort is made to verify important details, the Company, for reasons of
efficiency, must take certain data provided by applicants largely at face value. If this data
is fabricated or inflated, and subsequently used by KIC in setting inappropriate credit limits,
the Company assumes a greater risk of the account becoming delinquent or the debts
unrecoverable. If such instances were to occur frequently enough, KTC could suffer losses
greater than those for which provisions have been made. Coverage for these larger than
expected bad debt losses would have to come from operational budgets, crimping to some
degree KIC's ability to achieve its objectives.

To date, though, the Company has identified only a few cases in which applicants
submitted false information, and damage resulting from those cases was minor and had no
significant effect on KTC's operations or financial performance.

2.3 Card Approval or Credit Allowance Limit Set in Error

KTC believes that it has set clear, concise and transparent procedures for approving
card applications and setfting credit allowances, at least as good in scope and effect as
those in broad use throughout the industry. But decisions are made by individuals and the
possibility of human error cannot be entirely discounted.

To date, though, infernal reviews have revealed no significant increase in bad debts
caused either by inadequate or improper criteria or by employees failing to follow the
established guidelines. In an effort to further minimize the theoretical risks, KIC has modified
its existing Credit Scoring System to comply with the latest criteria set by the Company,
decreasing the time required for approval decisions and ensuring that all applicants are
evaluated according to the same consistent standards.

Krungthai Card
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o Bachelor's Degree: Education,
Prince of Songkla University, Pattani Campus
o Master's Degree: Education Management,
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Work experience
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1988 - 1989 o Vice President, Card Marketing,
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Limited

1989 - 1991 o Vice President, Human Resources and
Development Division,
Twin Towers Travel Lodge Hotel

1991 - 1992 o Vice President, Country Human
Resources,
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1992 - 1996 o Vice President and Project Administrator,
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Education/Training Profiles

o Bachelor's Degree: Agricultural Economics,
Kasetfsart University

o Moaster's Degree: MBA (General Management),
Chulalongkorn University

Work experience
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Authorization, Fraud Control Division,
American Express (Thailand) Company
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o Bachelor's Degree: Economics (Finance and Banking),
Thammasat University

o Master’s Degree: Business Administration,
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1975 - 1981 o Head of Employee Training Center,
Human Resources Division,
Krung Thai Bank Public Company
Limited
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Krung Thai Bank Public Company
Limited
Deputy Manager, Infermnational Business
Division,
Krung Thai Bank Public Company Limited
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o Director,
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Ms. Sudaporn Janwatanagool
Senior Vice President, Finance and Accounting
Division

Education/Training Profiles

Bachelor’s Degree: Commerce and Accountancy
(Accounting),

Chulalongkom University

Master's Degree: Finance and Banking,

Sripathum University

Mini MBA Certificate, Bank of Ayudhaya Public
Company Limited

Work experience
1980 - 1987 e Chief Accountant, Finance and
Accounting Division,

Sri-thai Pasusat (Feed Mill) Company
Limited

Accounting Department Head, Credit
Card Center , Head Office,

Bank of Ayudhaya Public Company
Limited

Vice President, Accounting Department,
Citibank, N.A.

Senior Vice President, Finance and
Accounting Division,

Krungthai Card Public Company Limited

1987 - 1990 .

1990 - 1997 .

Present .
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2538 - 2540
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Mr. Pongsak Sarutipakorn
Senior Vice President, Information Technology
Division
Education/Training Profiles
o Bachelor’s Degree: Economics,
Ramkhamhaeng University

o Mini MIS,

The Association of Thai Computer Industry
o Mini MBA,

Chulalongkorn University
Work experience
1982 - 1988 o Analyst & Project Leader, Marketing
Research Section, Business Development
Division
Bangkok Bank Public Company Limited
Assistant Vice President, Credit Card
Operations & Control Division,
Bangkok Bank Public Company Limited
Unit Head & Assistant Vice President,
Business Service Division,
Citibank, N.A.
Senior Vice President, Information
Technology Division,
Krungthai Card Public Company Limited

1988 - 1995 .

1995 - 1997 .

Present .
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Mrs. Pitaya Vorapanyasakul

Senior Vice President, Card Marketing &

Business Development Division
Education/Training Profiles
o Secretary Course,
Covent of Holy Infant Jesus, Bangkok
o Bachelor’s Degree: Business Administration (Tourism),
Hawaii University, U.S.A.

Work experience
1993 - 1994 o Manager, Public Relations Department,
American Express (Thailand) Company
Limited
Manager, National Key Accounts
Department,
American Express (Thailand) Company
Limited
Vice President, Business Development
Division (Enfertainment Business Group),
Siam TV. and Communication Company
Limited
Senior Vice President, Card Marketing
& Business Development Division,
Krungthai Card Public Company Limited

1994 - 1995 .

1995 - 1997 .

Present .
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Mr. Chutidej Chayuti
Senior Vice President, Corporate Finance &
Planning Division
Education/Training Profiles
o Bachelor's Degree: Industrial Management,
Thammasat University
o Master's Degree: MBA,
Indiana State University, U.S.A.
o Master's Degree: M.S. (Industrial Technology).,
Indiana State University, U.S.A.
Work experience
1991 - 1992 o Vice President, Securities Department,
Wall Street Finance and Securities
Public Company Limited
Vice President, Planning and Financial
Business Development Department and
Office of the President,
Wall Street Finance and Securities
Public Company Limited
Senior Vice President,
Financial Sector Restructuring Authority
Assistant Secretary General,
Financial Sector Restructuring Authority
Senior Vice President, Corporafe Finance
& Planning Division,
Krungthai Card Public Company Limited

1993 - 1995 .

1995 - 1998 .

1998 - 2002 .
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Mr. Piyasak Tejasen

Senior Vice President, Resources Management
Group

Education/Training Profiles

o Bachelor’s Degree: Polifical Science,

Ramkhamhaeng University
o Master’s Degree: Political Science,
University of Southemn California, U.S.A.

Work experience

1993 - 1995 o Assistant Manager, Compensation and

Welfare Division, Human Resources

Department,

Citibank, N.A.

Assistant Vice President, Human Resources

Division,

Securities One Public Company Limited

Human Resources Director, Human

Resources and Administration Department,

Bangkok Capital Alliance Company

Limited

Senior Vice President, Resources

Management Group,

Krungthai Card Public Company Limited

1995 - 1999 .

1999 - 2002 .

Present .
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Mrs. Benjaporn Shinapongprasert

Education/Training Profiles

o Bachelor's Degree: Faculty of Arts (1% Class Honor),
Chulalongkorn University

o Master's Degree: Business Administration,
National Institute of Development Administration

Work experience
1980 - 1995 e Division Head, Export Bill Negotiation/
Export Financing Division,

Thai Farmers Bank Public Company
Limited

Vice President, Cash Management
Operation Department,

Citibank, N.A.

Quality and Customers Service Director
Quality and Customer Service Division,
Citibank, N.A.

Senior Vice President, Customer
Relationship Management Division,
Krungthai Card Public Company Limifed

1995 - 2000 o

2000 - 2002 .
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Ms. Sutthira Thanyavanich

Education/Training Profiles

o Bachelor's Degree: Engineering,
Kasetsart University

o Master's Degree: Science,
lowa State University, U.S.A.

Work experience
1996 - 2002 e Branch Manager and Asia South
Senior Consultant,

SGI Pte., Limited

Project Manager, Asia Pacific,
Convergys Pte., Limited

Senior Vice President, Knowledge
Management,

Krungthai Card Public Company Limited

2002 .
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Mr.Pakorn Matrakul

Education/Training Profiles

o Bachelor's Degree: Law,
Thammasat University

o Master’s Degree: Law,
Harvard University, US.A.

Work experience
1994 - 1997 e Vice President Company Secretary,
Tanayong Public Company Limited
Legal Manager,

PTT Exploration & Production Public
Company Limited

Corporate General Counsel,
Bangkok Capital Alliance Company
Limited

Managing Director,

VE-RI-TAS Consultants Company Limited
Senior Vice President, Executive’s Office,
Krungthai Card Public Company Limited

1998 - 1999 .

1999 - 2001 .

2002 - 2002 .

Present .
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Power and Duties of the Board
®@ KTC s Board of Directors

As of December 31%, 2002, KTC's Board of Directors consisted of eight members. According to the by - laws,
KTC may be bound only by the signafure, together with the Company’s seal, of two board members so
authorized by resolution.

KTC has further specified the powers and duties of the board in accordance with applicable laws and
regulations, fogether with procedures for appointment or removal of any member, all of which have been
published in the Company’s regulations and filed with the Registrar of Public Companies Limited at the
Department of Business Development of the Ministry of Commerce. The details are as follows :

ower of t he B oard

1. The Board may authorize any or several of its members fo conduct any activity on behalf of
the entire board.

2. The Board may authorize any two or more of its members fo sign and bind the Company with the
Company’s sedl.

3. The Board may appoint any person(s) to manage KIC's business operations under the Board's supervision,
or authorize such person(s) fo act as and for a period of time it deems appropriate. The Board may, at
its discretion, repeal, derogate, change or otherwise amend such authorization.

4. Board members having an inferest in any issue before the Board shall not vote on any matter involving
such issue.

5. The Board may pay interim dividends to shareholders on such occasions as it chooses, provided it has
found the Company in possession of sufficient profit from which to pay such dividends; the Board shall
report any such interim dividends at the next shareholder’s meeting.

6. The Board shall take all actions stipulated by the Public Limited Company Act, BE 2535, provided an
authorizing resolution has been given it at the most recent shareholder's meeting.

¢ uties of the Board

—

. The Board shall perform its duties in accordance with all applicable laws and regulatfions, the objectives
and policies of the Company, and resolutions adopted at shareholder’s meetings, with fairness and
honesty, using its best efforts to protect and further the interests of the Company.

2. The Board shall promptly inform the Company in the event that any member has a direct or indirect
interest in any agreement to which the Company has been bound during the current fiscal year; or
if any member holds any shares or bonds in or issued by KTC or its affiliates, in which case such
member’s total holdings shall be disclosed together with any increases or decreases in such holdings.

3. The Board shall hold meetings at least once every three calendar months. A quorum shall be half the
voting members; matters shall be decided by simple majority vote of the attending members.

4. The Board shall hold an annual general shareholder's meeting within four calendar months following
the end of the Company’s fiscal year.

5. The Board shall not approve, undertake or conduct any business operation which is substantially the same as

KTC’s business operation or which is in competition with KTC, nor shall it enter into any partnership with

a member of the Board or with any ofher person or company operating a business substantially the same as

KTC or with similar product lines.

Audit Committee
The members of the Board's audit committee are Ms. Chanathip Poshyananda, Chairwoman, Mr. Rangsin
Suebsaeng and Mr. Akarat Na Ranong, none of whom are executive officers, managers or employees of the
company.

uties o f t he A udit Committee

The audit committee shall :

1. Verify that KTC has accurate and complete financial statements.

2. Verify that KTC has defined and implemented appropriate and effective internal financial controls.

3. Verify that KTC's operations conform with all applicable securities laws and regulations, including those
of the Office of the Securities and Exchange Commission and the Stock Exchange of Thailand.

4. Consider, select and nominate for appointment the Company’s independent auditors and accountants,
and negotiate and propose compensation to be paid for their services.

5. Consider disclosure of any of KTC's financial or operational data which demonstrates proper performance
whenever there exists an allegation or appearance of conflict of interest.

6. Under the supervision of the audit committee, prepare a report of its findings and actions, signed by
the audit committee’s chairman and countersigned by the audit committee’s chairman, to be included
in the Company’s annual report to shareholders.

7. Take any other action or perform any other duty assigned to it by the Board.

@ Selection and Remuneration Committee
The members of the Board's Selection and Remuneration Committee are Mr. Rangsin Suebsaeng,
Mr. Akarat Na Ranong and Ms. Pimpen Ladpli.
uties o f t he S election and Re muneration Committee
The Selection and Remuneration Committee shall :
1. Identify, select and propose qudlified persons to be considered by the shareholders for appointment to
the Board.
2. Set the remuneration for the company’s executive officers and other management personnels as the Board directs.
Krungthai Card
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@ Members of the Board shall be appointed by shareholders through
simple majority vote at the annual meeting. Each shareholder shall have one vote
per share and shall cast such votes for or against each candidate individually. The
candidates with the highest number of votes shall be elected to the Board in
descending order of votes received until all posts presented for election have been
filled.

@ In the event that two or more candidates receive equal numbers of
votes, the chairman of the Board shall act as adjudicator to select one candidate
over the others. The decision of the chairman in this regard shall be final.

@ The Board shall elect one of its own to serve as chairman or chairwoman,
as the case may be. A second member may, at the discrefion of the Board, be
elected to serve as vice - chairman.

@ During each annual meeting of shareholders, the terms of office of
one - third of the board members shall expire and an election shall be held to fill
the positions. If the number of directors is not evenly divisible by three, the number
of members whose terms are expiring shall be closest to one - third of the total
Board membership.

@ Shareholders may resolve during the annual meeting to have any of
the Board’s members leave their position prior to expiration of their term. A resolution
to this effect requires that at least 75 percent of shareholders attending the meeting
and having the right to vote cast ballots in favour, provided also that a simple
majority of shares are voted in favour of the resolution.

@ Should any seat on the Board become vacant during the term of its
member, the selection and remuneration committee shall nominate a person having
the required quadlifications. Such nominee shall be considered at the next Board
meeting and, with the consent of three - fourths of the remaining Board members,
shall be appointed to fill out the unexpired term of the vacated position, unless the
Board’s own remaining term is less than two months, in which case the appointment
shall be for the Board's remaining term of office.
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Remunerati or KTC s Management
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Source : KTC's Database
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e The number of Board members decreased from 8 at the beginning of the year to 4 at the end of the year.
oo The number of Board members was 7 as of September 2%, 2002, and increased fo 8 on October 10", 2002.

AL pudoya KTC
Source : KTC's Database

e TWOUWUSHISWLDIN 6 AUlusoodud 10U 10 AudoidounsnmAu 2545 1a10u 11 Auboidouwnadmeau 2545
e The number of Executives increased from 6 at the beginning of the year. and increased to 10 in July 2002, and to 11 in November 2002.
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Business Practices and
Control of Inside Information

Given its history as a privatized element of government - owned Krung Thai Bank, KTC
has operated largely as a state enterprise for most of its existence, conforming to the practices
common to such bodies. But the Company’s present business operations are essentially commercial
and in crowded and highly competitive marketplace. Success, therefore, requires a management
structure which is flexible, quick to respond, transparent in decision making and accountable for
the Company’s performance.

KTC has, therefore, begun a comprehensive study of the changes in day to day operations
required to conform to the requirements of the Stock Exchange of Thailand regarding listed public
firms. Special attention is being paid to devising ways to resolve conflicts of interest arising between
the KTC's executive officers and top management, the Board and the Company itself.

Additionally, KTC has prescribed measures to prevent Board members, executive officers, top
management, and other employees from using the Company’s confidential or proprietary information
for their own benefit. Stressing the fact that such information is owned by KTC, management seeks to
educate employees to the fact that unauthorized use of proprietary data is tantamount to theft. Such
data has real value to the Company and confers an advantage to KTC over competitors without
access to the same information. For those who fail to understand the message, the following policy
has been adopted and published, including punitive measures for use when necessary :

KTC Board members, executive officers, management, staff and employees must use
their best efforts to prevent the unauthorized disclosure of the Company’s private, confidential or
proprietary information to any third party(ies).

KTC's Board members, executive officers, management, staff and employees may not
use private, confidential or proprietary information for any purpose other than in the performance of
their duties and in the Company’s interest, and are expressly prohibited from using such information for
their own benefit or for the benefit, direct or indirect, of any third party(ies).

KTC's Board members, executive officers, management, staff and employees are prohibited
from engaging in any transaction, purchase, sale or transfer of shares or other securities issued by the
Company if such board member or employee had access to any private, confidential, proprietary or
other non - public data which, if available to others, could reasonably affect the price or conditions
of such fransaction.

KTC's Board members, executive officers, management, staff and employees, their spouses
and children under the legal age of majority, are prohibited from taking any legal action which is
supported by the unauthorized disclosure of the Company’'s private, confidential or proprietary
information.

A violation of the restrictions specified here will be considered most serious and the
violator subject to disciplinary procedures which the Company feels is appropriate given the nature
and scope of the transgression.
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internal Controls

Board of Directors had evaluated the sufficiency of the internal control system in KTC's board
meeting no. 14/2002 held on August 23, 2002 as follows :

Organization and Environment : The Board has deftermined that KTC has thoroughly considered
and developed its business objectives, and has established an organization structure suitable for its
operations. Furthermore, the Company has compiled a clear set of regulatfions regarding acts that are
detfrimental to KIC's legitimate interests and has prescribed disciplinary procedures and other punitive
measures for violators.

Risk Management : KTC has considered the various risk factors which could affect its future
business prospects and performance and has searched for appropriate methods of mitigating risk. As good
corporate governance, in and of itself, generally results in significant reduction in overall risk, KTC has
published a manual, Best Corporate Governance Practices, which has been widely distributed throughout the
organization and provides a framework for effective operational supervision. Simultaneously, KTC has
reorganized its system of internal controls, requiring the infernal audit department to submit quarterly status,
problem identification and resolution, and general progress reports directly to the Audit Committee.

Authority of Executive Officers and Top Management : KIC has clearly defined the duties,
responsibilities and authority at each level of the Company’s fop management. Specific guidelines have also
been developed to avoid the appearance of impropriety in relationships and fransactions between the
Company’s management, its directors, major shareholders and large creditors and customers. Emphasis is
placed on obtaining maximum benefit for the company while keeping good relations with all parties.
Furthermore, the prior approval of the audit committee and the entire Board is required for any transaction
in which the potential for conflicts of interest or other improper circumstances exist.

€ Communications and Dissemination of Information : The Board believes that the Company’s
management has provided adequate information to it for decision making purposes. Documentation
submitted by the Company to the Board has, in general, been thorough, accurate, reliable and well arranged.
In the Board’s opinion, management has well implemented accounting and financial control procedures which
conform to generally accepted accounting procedures and are appropriate for KIC's type of business.

Performance Measurement & Monitoring Systems : The company’s management provides the
Board with data comparing actual performance to business plan targets. In addition, the Company has
implemented a system of continuous operational monitoring, and conducts the full internal audit reported to
the Board.
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Prior to the transfer of assets, KTC had been managing Krung Thai
Bank’s credit card business under confract. Transactions between the two
organizations during this period were entirely related to that function. KTC
prepared an annual budget for its management activities which it submitted
to the Bank’s board of directors for approval. Once it had approved the
Company’s budget, Krung Thai Bank made equal monthly progress payments
covering KTC's direct expenses.

Following the fransfer of assets, KTIC became a credit card issuer
in its own right, rather than simply a contract provider of management
services. Accordingly, fransactions between the Company and Krung Thai
Bank became more complex and varied. From the mid-year date of asset
transfer through December 31, 2002, those transactions included :

Q An asset fransfer contfract with the net total value of receivable
account on June 30", 2002, were part of the transfer pricing. The actual
price agreed between the parties for the asset transfer was Baht 4,007.78
million.

Q A contract issued by Krung Thai Bank to KTC hiring the
Company to manage its remaining credit card business for 15 years from
July 1%, 2002.
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3 A contract issued by KIC to Krung Thai Bank for the Bank to
provide “back office” services (either directly or subcontracted to other
qualified firms) for the same 15 - year period.

4 A loan contract between Krung Thai Bank as creditor and
KTC as debtor, in the amount of Thai Baht 13,030 million. On December
31%, 2002 the Company borrowed a portion of the loan leaving a net
balance outfstanding year-end balance of Baht 7,007.78 million.

on of the Audit Committee Regarding
Transactions between KTC and Krung T

The Board’s audit committee, upon examination of the situations,
circumstances and conditions, is of the considered opinion that the
tfransactions between the Company and Krung Thai Bank were normal
and proper business activities without benefits or privileges passing
between the respective firm’s responsible employees. In addition, fees for
such fransactions, and interest rates for loans were consistent with the
parties™ standard fees and interest rates as charged arms-length customers
for similar services and facilities. Finally, the price of assets which the Company
purchased from Krung Thai Bank under the Asset Transfer Agreement between
the two firms was transparently calculated according to the audited net
asset balance involved.

hai B

ank

Policies Regarding Future Transactions

between KTC and Krung

Governing the Acquisition or Disposition of

The Company has established a firm policy requiring that all future
transactions between the Bank and KIC, as well as KIC's acquisition or
disposal of assets (whether through Krung Thai Bank or not) shall be
accomplished in accordance with all applicable laws and regulations
governing financial sector firms, including those office of the Securities and
Exchange Commission, and the Stock Exchange of Thailand. Full disclosure
of all fransactions and the terms and conditions applying thereto will also
comply with the same laws and regulations.

In the event KTC is considering a fransaction with a person or firm
which experience says may present difficulties including conflicts of interest,
the audit committee shall be charged with rendering an opinion on whether
the transaction is appropriate for the Company. If the audit committee
feels they lack specific technical training or knowledge required to make
such a judgement, KTC will hire independent specialists, i.e. accountants,
auditors, appraisers or lawyers, to advise the Company on the suitability of
the transaction. KTC will duly consider the recommendations of the audit
committee and any independent experts in deciding whether or not to
proceed with the transaction in question.

Krungthai Card
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claration and Analysis of Operating
Performances and Financial Status

Prior to June 30™, 2002, KTC was hired by Krung Thai Bank fo manage its
credit card business under confract. Subsequent to that date, though, KTC assumed
full responsibility for card operations. The structural incompabilities related to these
quite different functional responsibilities make year - on - year comparison of financial
results problematic. To allow more meaningful performance assessment, therefore, KTC
has prepared financial statements and performance summaries for the past two years
as if it had assumed full responsibility for the credit card business on January 1%, 2000.

KTC's financial and performance summary of 2000 and 2001, as yet officially
unaudited, has been compared with the results of fiscal year 2002, which have been
audited by the Office of the Auditor General of Thailand, an independent
government agency.

nSummary of KTC Financial Information

Profitability Ratio
Gross Profit

Net Profit
Dividend vyield
Inferest Rate Spread

Efficiency Ratio

Interest Income to Asset Ratfio
Return on Asset

Asset Turnover

Financial Ratio
Debt to Equity Ratio
Lending to Borrowing Ratio

Asset Quality Ratio
Allowance for Doubtful Loan to Loan Portfolio Ratio

Bad Debt to Total Portfolio Ratio
NPL Loans to Gross Loan Ratio

st
Sources : KTC's Database and Financial Statement ending December 31, 2001 (Audited by SAO)
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- ® Krungthai Card Public

Company Limited

Summary of financial position

an

(Credit card business and

© ® Assets
Current Assets
Cash on hand and in banks
Credit card receivables - net
Circle loan receivables - net
Receivable from management fee
Other current assetfs
Total Current Assets
Non - Current Assets
Investment
Leasehold Improvement and Equipments - net
Other assets
Total Non Current Assets
Total Assets
+ o Liabilities and Shareholder’s Equity
Current Liabilities
Account payable
Payable to related financial institutions
Promissory notes
Accrued expenses
Accrued fax expenses
Other current liabilities
Total current liabilities
Total liabilities
Shareholder’s Equity
Share capital
Authorized share capital
Issued and paid - up capital
Premium on share
Retained earnings
Appropriated
Appropriated for legal reserve
Unappropriated
Total shareholder’s equity
Total Liabilities and shareholder’s equity

overa|| performqnce
circle loan business)

st
Sources : KTC's Dafabase and Financial Statement ending December 31, 2001 (Audited by SAO)
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© ® Revenues
Fee and services
Interest received
Management fee
Other incomes
Total Revenues
© ® Expenses
Selling and administrative expenses
Expenses in relafion fo support computer system
Expenses for supporting services
Bad debts and doubtful accounts
Interest expenses
Specific business tax
Total expenses
Income before income tax
Income tax
Net Income

st
Sources : KTC's Daiabase and Financial Stafement ending December 31, 2001 (Audited by SAO)

n60mparison of FY 2001 & FY 2002 Performance

Revenue

In 2001 and in the first half of year 2002, KTC's total revenue from credit card management activities totalled
Baht 821.60 million and Baht 413.08 million, respectively.

The third and fourth quarters sow even greater revenue flows with income of Baht 361.0 and 518.76 million,
respectively. This outstanding annualized 43.70 percent growth rate was achieved essentially through expansion of the
Company’s credit card business. Rapid enlargement of KTC's cardholder customer base resulted in a commensurate
increase in card - service fees, card - lending inferest income, and fransaction fees from merchant accounts.

@ @ Expenses

During the second half of fiscal year 2002, the Company’s consolidated expenses were Baht 838.10 milion. The
largest single component was selling and administrative expenses; costs being closely related to the number of issued cards.
As the Company signs up new cardholders, administrative costs also rise so that the quality and availability of initial services
remain at consistent levels.

Marketing functions also incurred additional costs as marketing breadth widened to capture ever more potential
cardholders, and the volume and scope of promotional offers grew as the Company pressed consumers to eschew cash
in favour of card purchases. KTC believes that these expenses, which are directed toward signing up new cardholders as
well as encouraging greater card utilization throughout the customer base, are most likely to yield future income growth.
Obviously, revenue increases lag substantfially behind marketing expenditures; developing interest and processing
applications demands some patience, it is common for new cardholders to make few purchases until they become
comfortable with the concept and the process, and wholesale changes in consumer habits occur gradually. Encouraging
these behavioural changes, though, is central to the continuation of KTC's high growth rates, as spending habits, once
changed, tend to persist and both overall income and per - card fees and interest charges will increase.

As mentfioned above, the rapid growth in the Company’s business and the need to provide a consistent high
quality of service to each cardholder has also meant growth in employee headcount and thus payroll expense.

Provisions for Bad Debtso 0 @

For 2002, the Company recognized bad debt expense on ifs financial statements of Baht 18.21 million. In addition,
KTC wrote off fully and removed from ifs balance sheet certain long - standing, bad debtfs which had already been

recognized on previous year's statements.
Krungthai Card Public Company Limited -
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() Interest Expense

As noted previously, the Company’s actual interest expense fluctuates as the interest due on each loan it has
taken since June 28™, 2002, has been regularly reset in accordance with the published changes in two key reference rates.
Projections must, therefore, be adjusted to actuals at the end of each accounting period, and the expense properly
recognized on the Company’s quarterly, semi - annual and year - end financial reports.

During fiscal year 2002, KTC accrued actual interest charges of Baht 96.45 million; it is this figure which is shown on
the Company’s annual financial statements.

Net Profit After Taxes [ )

In fiscal year 2001 and the first half of fiscal year 2002, KTC's net after - tax profits were Baht 120.38 million and
121.99 million, respectively, derived almost exclusively from the sale of card management services to Krung Thai Bank under
exclusive contract.

Net after - fax profits during the third quarter of fiscal year 2002 were Baht 4.82 million, but for the fourth quarter
had increased by 200.62 percent to Baht 14.49 million. Total net after - tfax profit for the full 2002 fiscal year was Baht 141.31
million.

KTC's total assets from all its business activities, but most particularly the credit card operations were Baht 9,238.03
million as of December 31%, 2002 an increase of 92 percent from the Baht 4,817.2 million in assets recorded on June 30™,
2002, KTC atfributes the rapid asset growth to the equally rapid growth in credit card receivables, both revolving loans
deriving from card purchases, direct cash advance and circle Loans.

The total balance of all receivables carried by the Company, including circle loans, cash advances and revolving
credit on new purchases not fully paid by the end of the monthly statement cycle, was Baht 8,176.50 million as of December
31%, 2002.

However, KTC had fully written off all debts carried for more than 179 days which came from the assets transferred
on June 30™, 2002 from Krung Thai Bank the amount of Baht 1.48 billion. Although the write - off removed these debts from
the Company’s balance sheet, KIC's continued to pursue the responsible debtors and thus achieved windfall revenue at
such time as the debts were repaid.

FY 2002 Performance Analysis by Business Sector

KTC's operational revenue is derived from four individually distinct business sectors.

redit Card Issuance

The Company’s income from its status as a card issuer comes in two forms : interest and fee. With regard to
interest, KTC’s related revenue has been steadily increasing over time, both in real terms and as a percentage of total
revenues. Furthermore, the Company’s net inferest margin (NIM) has also been steadily increasing.

Unit : Million Baht
400

300

250

200

150

2000 2001 2002

Interest Received
Fee Income

Sources : KTC's Database, Financial Statement ending December 31%, 2002
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Unit : Card Unit : Million Baht

w00

I

R R
I A

600,000

500,000

400,000

300,000

200,000

Source : KTC's Database
Source : KTC's Database

100,000

2000 2001 2002 0
® Number of Cards Credit Card Expenditures
® Cash Advance

2000 200 2002

® Average Credit Card Expenditures
Cash Advance Fee

Causative factors have been the rapid growth of KTC's cardholder customer base, interest rate hikes for consumer
use of revolving credit, and trend development which increasingly favours credit card purchases over cash sales. Put simply,
the number of cardholders has grown at the same time as the utfilization rate of the average card has increased.

Fees and other services revenue also showed of substantial year - on - year increases. However, the fee proportion
of fotal income has registered a slight decrease as a direct result of promotional offers of waiving entrance and annual
membership fees. Increases in cash advances generated additional fee revenue which easily compensated. Because of
trends toward lesser unrecoverable loan values, reserve provisions for bad debts remained constant and were deemed
adequate despite the rapid growth in consumer card lending.

chuiring Business

The Company generates revenue from fransaction and service fees charged to merchants accepting the KIC
card. The amount of this revenue increased as the number and size of fransactions grew, despite a drop in the number of
merchant accounts from 8,065 at the end of fiscal year 2001, to 5,025 as of December 31¢, 2002. The reduction is deliberate,
though, and the result of KTC's concentration on those merchants most likely to generate operating profits for the Company.
Proof of the success of this strategy is that the total value of card - made purchases increased 81.4 percent during 2002
despite the reduction in the number of merchant accounts.

Unit : Shops Unit - Million Baht
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8,000

7.000
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: KTC's Database

5,000

Source : KTC's Database

Source

4,000
2000 2001 2002 2000 2001 2002

Number of Merchants ® KTC's Merchant Volume

® Average Volume per Merchant
Gi rcle Loan

Income from Acquiring Business
In accordance with KTC’s policy of risk mitigation through a slow decrease in the growth rate of circle loan. The
result has been a predictable and steady decline in number of circle loan account holder.

Unit : Number Unit : Million Baht
40,000

37.500
35000

32500

R IHARERY:

Source : KTC's Database
Source : KTC's Database

30,000

2000 2001 2002 2000 2001 2002
Number of Circle Loan Accounts Net Circle Lloan Receivables
® |Interest Received

Income in this business sector was derived largely from managing Krung Thai Bank's debit card business under an
exclusive, long - term contract. Total income from this activity was Baht 15.49 million in fiscal year 2001 and Baht 21.30 million
in fiscal year 2002.
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To

ﬂ uditor s Report

The Shareholders of Krungthai Card Public Company Limited

The Office of Auditor General have audited the balance sheets as of
December 31%, 2002 and 2001 as well as income statements, changes in shareholder’s
equity, retained earning and cash flow statements for the years ended December
31%, 2002 and 2001 of Krungthai Card Public Company Limited. These financial
statements are the responsibility of the Company’s management as fo their correctness
and completeness of the presentation. The responsibility of The Office of Auditor
General is to express an opinion on these financial statements based on its audits.

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

In the opinion of The Office of Auditor General, the financial position of
Krungthai Card Public Company Limited as at December 31¥, 2002 and 2001, and
the results of its operations, changes in shareholder’s equity and its cash flows for the
years then ended, present fairly in conformity with generally accepted accounting

principles.

(Mrs. Jaruwan Mentaka) (Ms. Bubpha Rungsreethong)
Director of Audit Office Auditor in Charge

The State Audit Office
February 19", 2003

(For Translation Purpose Only)
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B alance S heet
o Suft 31 Funmu 2545 uay 2544
DECEMBER 31¢, 2002 and 2001
‘Vﬂ.ﬂﬂlﬂﬁl .
Note -
P ] « @ Assets
“um?wémguﬁﬂu Current Assets
RU ALAZIIENEWELNEL A Cash on hand and in banks 3.7 4.1
Qﬂﬁf}ﬁ’m?wm’m Receivables from management fee
@uﬂmﬂﬁmm?am = qw% Credit card receivables - net 4.2
Qﬂwﬁﬁuﬁgﬁmm‘iam - 8 Circle loan receivables - net 42
“uw%’wémuﬁmuﬁlu Ofther current assets 43
i’JJfWﬁWFﬁW{uﬁﬂu Total Current Assets
“um%’wé‘tﬂmuﬁau Non - Current Assefs
ﬁufamu Investment 44
‘uuﬂ%’uﬂ@q“w%mmh Leasehold Improvement and
LLﬁ:Qﬂﬂiiﬁ - . Equipments - net 3445
“undndluviuieugu Other Assefs 46
i’JJJMV]MﬂlJ’MHuﬁHu Total Non - Current Assets
990 " Unsnel Total Assets

aQ  q d a aql/
MNWHLW@ﬂiZﬂBUQUﬂWSNULﬂu ";uwuwmqummuu
Notes to Financial Statements are parts of the financial statements
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In Baht

2545 2544

2002 2001

436,694,223.27 1,433,200.66

- 63,047,061.53
7,234,167,840.63 .
942,329,562.30 -

486,006,836.67 34,691,695.28

9,099,198,462.87 99,171,857.47
19,750,000.00 -

108,111,359.38 18,206,297.32

138,829.941.39 20414,535.42

923802840426 .  119,586,392.89
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DECEMBER 31, 2002 and 2001

MﬁJ’]EIL‘VW‘!

. o Vil uuay 'qumméﬁaﬁu « @ Liabilities And Shareholder's Equity

mﬁ“uwggﬁau Current Liabilties
L%Wﬁ .. Accounts payable
Lf«”mmﬁ oTUNMTRUMNE TR Payable fo related financial institutions 47
i R Promissory notes 48
dﬂj%'mﬁ’m"m Accrued expenses 4.9
Wﬁ:um}luﬁﬂuau Other current liabilities 4.10
99mil unyuiey Total Current Liabilties
g9unil "y Total Liabilities
'aumméﬁaﬁu Shareholder’s Equity
nuﬁauﬁu Share capital 4.11

VU2 : UM

In Baht

2545 - 2544

L 2002 . 2001

3232797988  31634019.58
335,835,689.66 -
7007.784836.05 -

47,848,609.94 22,789,844.88

259,621,051.70 5,853,474.68

7,683418,167.23 60,277,339.14

7,683,418,167.23 60,277,339.14

yuaanziley
v 11ty 105,000,000 WU
YAAWUAZ 10 LM
vu 2y 500000 Y
YAAUAZ 100 LM

nuﬁaanuamﬁmuﬁa
viu a5y 100,000,000 u
AAYUAZ 10 LM
u 2y 300,000 Yfu
4AAYLAZ 100 UM
vu 2y 200000 Yiu
LAAVUAT 100 LM
ceziuaz 75 um)

Authorized share capital
Common share 105,000,000 shares,
Baht 10 par value in 2002 and
500,000 shares,
Baht 100 par value in 2001
Issued and paid up capital
Common share 100,000,000 shares,
Baht 10 par value in 2002
Common share 300,000 shares,
Baht 100 par value in 2001
200,000 shares,
Baht 100 par value in 2001,
Baht 75 paid up

Common share

Common share

ufiuyaru 1y Premium on shares 412
ils 2 u Retained Eamings
i 99udn Appropriated
°ﬁ@aqmmngmmﬂ Appropriated for legal reserve 4.13
Falllnan 59 Unappropriated

Total Shareholder’s Equity
Total Liabilities And Shareholder’s Equity

1 v v
ER BN R

dyQ 1 v v
TINU ULAS UIAIHNDNU

vanemnlsznauunstuu UMt reNLN1sRuL
Notes fo Financial Statements are parts of the financial statements

P o

(UNENSASS 5 MEIEU/M, Pongsathorn Siriyodhin)
19287UN95UN"9/Chairman

\ I
M v Wt .
WetInA IRANAIL/Mr. Niwatt Chittalam)

N33UN"3{4AN3/Managing Director
Krungthai Card

1,050,000,000.00
50,000,000.00
1,000,000,000.00
30,000,000.00
15,000,000.00
398,995,229.04 =
8,000,000.00 -
147,615,007.99 14,309,053.75
1,554,610,237.03 59,309,053.75
9,238,028,404.26 119,586,392.89
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Statement of I ncome

WU U ATUN 31 SuAu 2545 uaT 2544
FOR THE YEARS ENDED DECEMBER 31%, 2002 and 2001

MMWHLM@ﬂ?Zﬂ@UJUﬂW‘IﬁULﬂu l’]uﬂﬁﬂ‘ﬂ’ﬂ\?wﬂﬂﬂi‘mﬁ
Notes to Financial Statements are parts of the financial statements
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2002

e ;U
In Baht
UNEILA L{} ° 2545 2544
...................................... Note . 20020 2001
% ) 'a"lEI‘lﬁ + @ Revenues
378 1A91NNTLIVNT U Management fee 3.1 420,077,884.00 .  392,763,752.00
sellamngssuiilanmneg Fees and services 32 489,356,289.93 -
?Wﬂiﬁmﬂmﬁﬂmﬂgﬂwﬁ Interest from credit card receivables .
1insiAsAn 32 301,310504.02 - :
‘i’]ﬂiﬁmﬂnlﬁﬂmﬂaﬂwﬁ Interest from circle loan receivables :
suiniimnsiasin 32 67,776.986.40 . -
elfau Other incomes 32 16,267,16399 . 4,632,601.80
squela Total Revenues 1,294,788,828.34 397,396,353.80
) ﬂ'ﬂ%@'w + @ Expenses 3.2
Aldanelunisanauazsms Selling and administrative expenses 922,338,142.23 394,739,403.48
Anldanelunng 1y Hu Expenses in relation to support
SULNUARNRILARS computer system 16,000,000.00 : -
d’]jl%'mu?njiﬁ’]m’m 1y uu Expenses for supporting services 6,286,005.00 . =
mﬁ”mLLazmﬁ q”m:”ty Bad debts and doubtful accounts i
o 1insLAIAM ¢ credit cards receivables 25,190,564.33 =
Mﬁ“muﬂ:mﬁ a”m:ﬂty Bad debts and doubtful accounts .
o suinImsiAshn + circle loan receivables (6977.741.02) - -
mﬁqiﬁmm: Specific business tax 19.,590,860.64 : -
squpn 1398 Total Expenses 982,427,831.18 .  394,739,403.48
ﬁ’\‘lin'aumanLﬁﬁlﬁ'ﬁﬂua:mﬁﬁu‘lﬁ Income before Interest and Income Tax 312,360,997.16 2,656,950.32
mamﬁm"m Interest Expenses 96,447,323.56 -
miulAAyana Income Tax 74,607,719.36 1,822,242.98
finls vg Net Income 141,305,954.24 834,707.34
fin'ls qw%rfiﬂﬁu Earnings per Share 3.8 5.67 1.85
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Statemen t

s ﬁm’zfuﬁ 31 UINAN 2545 LAY 2544
FOR THE YEARS ENDED DECEMBER 31¢, 2002 and 2001

vgu@auﬁuﬁagﬂ
LAZAITIUA
Share Capital -
Issued and
paid up capital

HAAAUVADAUNIA 2544

Balance, beginning of 45,000,000.00
period 2001
finls g szand] 2544 Net Profit of period 2001 -
aAAYARLANENIN 2544 Balance, end of period 2001 45,000,000.00
firls vg dszdntl 2545 Nt Profit of period 2002 -
L%'ﬂmhim'jﬁu uNivae  Paid up capital 5,000,000.00
1;1:11 ’lﬁfyLﬂm}u Share Capital Increment 950,000,000.00

uifuganu
HAAAUVADLANENIA 2545

Premium on Share Capital =
Balance, ending of period 1,000,000,000.00

2002

Qg d a aql/
MN’]FJLW@‘]JSZT]BUQUMSNULTJH 'uuwumqqumfﬁl,quu
Notes to Financial Statements are parts of the financial statements

avnasidasguilidano
Tu "ouvueoowioRuU
of Changes
in Shareholders

Equity
1

NUE : UM
. - L. ) In Baht
S uiugaA iy - fls z ou 79U
Premium on * Retained Total

shares . earnings
- 13,474,346.41 58,474,346.41
- 834,707.34 834,707.34
- 14,309.083.75 ©  59,309.063.75
- 141,305,954.24 - 141,305,954.24
- - 5,000,000.00
- o - 950,000,000.00
398,995,229.04 . = 398,995,229.04
1,554,610,237.03

398,995,229.04

Krungthai Card

155,615,007.99
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FOR THE YEARS ENDED DECEMBER 31%, 2002 and 2001

VUNEILNR -

of C as h

fls g
9ensUsunsznuninle ﬂvﬁ
Huky a8y @)

Ry A qwﬁiﬂﬂiuﬁ@ﬂiiumlﬁumu

.0 NIZL WU A
31NNINTTUAITUNY

+ @ Cash Flows from Operating
Activities :
Net income
Adjustments to reconcile net income
to net cash provided by (used in)
AINNANFTUANTUNY :
A s
inlsannssmue uning
mmvi/umnjmﬁﬂfu;ﬂ“uw%’wﬁ
gNNUNITAT (INUUW) AARY

operating activities :
Depreciation
Gain on sale of assets
Loss on sales of assetfs
(Increase) decrease in trade

. receivables
Qﬂﬁﬁg'}ﬁmim (Increase) decrease in receivable
(LNHAU) ana . from management fees
“um"wémuﬁmuﬁu (Increase) decrease in other
(Lﬁuﬁu) AN current assetfs
Quw%’wmﬂmuﬁﬂugu (Increase) decrease in other assetfs

(Lﬁuﬁu) ANAN
AldaneAneane Lﬂluﬁu (GIGN) (Increase) decrease in
. accrued expenses

19 MLNN9AN Lﬂluiu (GIGN) (Increase) decrease in trade
., payables

wﬁ“umuﬁﬂuﬁlu iy (ana) (Increase) decrease in other
current liabilities

Net Cash Used in Operating Activities

NNANTIUANTUNY

vanamausznauums iy umilereeunsiull
Notes fo Financial Statements are parts of the financial statements
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Fl ow

1
TUQEl - UInN
In Baht
2545 2544
2002 2001
141,305,954.24 834,707.34
10,726,559.26 9,480,415.18

(1,436,072.18) -

- 8,585.62

(8,176,497,402.93)

63.047,061.53

(451.315.,241.39)

(8,760,343.93)

25,068,765.06

693.960.30

253,767.577.02

(39.047,061.53)

(12,856,690.87)

2,254,839.53

(9.380.691.71)

24,064,265.87

3,335,842.35

(8,143,409,183.02)

(21,305,788.22)




NUQE : LN

In Baht
VIUEILAR) 2545 2544
...................................... Note . 2002 . 2001
.0 NIZL KU M'Iﬂﬁﬁﬂii‘uamu o @ Cash Flows from Investing
Activities :
ﬁu@mq Investments ©(19,750,000.00) -
TnTaiAzedld naulazenunMuE  Purchases of office equipment " (101,422,651.92) (3,504,576.51)
and vehicles :
nanadld ez Sales of office equipment 2,227,102.80 1,869.16
and vehicles
Ny A ﬂw%iﬁm (sl,';ﬂ'\lﬂ) @Wﬂﬁf«mimamu Net Cash Used in Investing Activities : (118,945,549.12) (3,502,707.35)
o0 NISU KU A » @ Cash Flows from Financing .
31NNANITUIAIRY Activities :
'ﬂ'ﬂﬂﬂhimﬁau Paid for liability on financial lease - (401,869.17)
A3 “fyRyannng iy
R pFuannmsiendnszamiu Cash received from capital paid up :
LLa:;’JuLﬁuHﬂﬁ’lﬁu‘ ‘ and premium on shares : 1,353,995,229.04 -
Wwil antunsRuinedeeiy Payable to related financial institutions . 335,835,689.66 -
QU stannseanin ‘i Cash received from issuance of . 7,007,784,836.05 -
promissiory notes i
Ru o viglaun A4l Net Cash Provided by (used in) .
MNNANTINIANIINU Financing Activities © 8,697,615,754.75 (401,869.17)
KU ALAZSENISITELINIRY A Net Increase (Decrease) in Cash :
Lﬂ'uﬁu (AnaY) q‘VIE‘ and Cash Equivalent 435,261,022.61 (25,210,364.74)
QU ALAZsENIEiELMIRY AALIA  Cash and Cash Equivalent, as at 1,433,200.66 26,643,565.40
January 1%, 2002 and 2001
Ru ALAZsENIEELINIRY AUa18wn Cash and Cash Equivalent, as at 4. 436,694,223.27 1,433,200.66
December 31¢, 2002 and 2001
ﬁagatﬁmﬁuﬂsznamumzu WU A Supplementary disclosures of cash flows
Informations :
Ry aanaluszmingnn Cash paid during the period for
mamﬁﬂ@iw Interest expenses 87,226,985.19 -
Meduls Income tax 23,311,871.71 10,683,192.89
gLz nauumsuiy uileresunsiuil
Notes to Financial Statements are parts of the financial statements
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Retained Earning Statement

WU U ATUN 31 SuAu 2545 uaT 2544
FOR THE YEARS ENDED DECEMBER 31%, 2002 and 2001

fls ¢ u wiigiaan 5 Unappropriated Retained Earnings

ERAEINUN Balance, beginning of period

wn s vaUszand] Add : Net Profit

AR 95 M3RImUngvLng Deduct : Legal Reserve

sfls ¢ u wiidlllddn 53 Total Unappropriated Retained Earnings
fls ¢ o wilden soudn Appropriated Retained Eamings

"3RIMUNGVLE Legal reserve

sqinls ¢ 1 wRlAan seudn Total Appropriated Retained Earnings
sumls ¥ o Total - Refained Earnings

yanamUsenauums Ry UMD LINIT LT
Notes to Financial Statements are parts of the financial statements
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VU9 : UN

In Baht

2545 2544

2002 2001

14,309,053.75 13,474,346.41

141,305.954.24 834,707.34

155,615,007.99 14,309,053.75
8,000,000.00 -

147,615,007.99 14,309,053.75
8,000,000.00 -
8,000,000.00 -

155,615,007.99 14,309,053.75




Krungthai Card Public Company Limited

NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2002 and 2001

ESTABLISHMENT AND OBJECTIVE

Krungthai Card Company Limited had been established by the resolution of the Board of Directors of
Krung Thai Bank Public Company Limited. It had been registered as a juristic person in accordance with the Civil
and Commercial Code on December 4™, 1996, 99.99% of the Company’s shares are held by Krung Thai Bank Public
Company Limited. In order to facilitate the movement of its personnel and to be able to manage its personnel in
the present competitive environment, it established rules and regulations covering control of inventories, accounting
and personnel management of the same standards adopted by companies engaged in credit cards, debit cards
and other leading plastic card companies.

The Company is engaged in the business of rendering of services and control of credit cards, debit cards
and all other plastic cards, including services of controling the member establishments on matters related to the
credit card, Electronic Data Capture Machine and other works in relation to the administration for Krung Thai Bank
Public Company Limited. In compliance with the policy of Krung Thai Bank Public Company Limited, a major
shareholder, the Company has changed its stafus and registerred as a listed company with the Stock Exchange of
Thailond within 2002. The Company entfered into an agreement on June 26", 2002 with Krung Thai Bank Public
Company Limited to accept the fransfer of certain assets related to the credit card business and others in relation
to the credit card business from the latter at book value as of June 30™, 2002. Start on July 1%, 2002, the company.
was able o run its own full business.

In During Jan 1¥" - June 30™, 2002, the Company still manages in the business of rendering of services and
control of credit cards, debit cards and all other plastic cards, including services of controling the member
establishments on matters related to the credit card, Electronic Data Capture Machine and other works in relation
to the administration for Krung Thai Bank Public Company Limited. After that, the Company changed its status from
a “Juristic company” fo a “Public company” in accordance with a special resolution adopted in the extraordinary
shareholder’s meeting held on June 14™, 2002. The Company had registered and its status fo be a Public Company
on July 2"%, 2002 and changed its name to be “Krungthai Card Public Company Limited” Finally, the company has
been registered as a listed company and traded in the Stock Exchange of Thailand on October 28™, 2002.

CRITERIAS AND FINAN
STATEMENTS PREPARATION

Financial Statement of the company for the year ended December 31¢', 2002 was shown the compressive
items by according fo the announcement of the Department of Business Development on Compressive Financial
ltem Required in Public Company's Financial Statement dated September 14™, 2001, effective for accounting cycle
which begin on or affer January 1%, 2002. However, the Company has handled some new items in the financial
statements for the year ended December 31, 2002 for comparison with prior year which have no but there effects
to net profit and shareholder’s equity.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Income from Management Fees The Company recognized the management fees in accordance
with the employment contract. The annual management fee is considered and set by the Board of Directors of the
Bank. The fee is approved annually. The Company will render monthly bilings based on the average amount for
collection.

Krungthai Card Public Company Limited
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Krungthai Card Public Company Limited

3.2 Revenues and Expenses The revenues and expenses are recognized by the accrual basis, except for :

Interest Income The Company recognized interest income on credit card receivables based on the
outstanding amount due or on the due date for the non - payment of installment receivable due. Inferest on cash
advances from credit card usage recognized from the date of cash withdrawals.

Inferest-income from credit card usages arising from member purchases and cash advances will be
stopped on outstanding accounts over 180 days.

Income on Services Fees Services fees consisted of card issuance fee, fee received from users of
different bank’s card, fee on cash advances and other services fees are recognized as income af the date of cash
advanced or the date that service was rendered.

3.3 Allowance for Doubtful Accounts The Company provides allowance for doubtful accounts at 100% for
receivables at the first time it. becomes past due over 180 days.

The basis of writing off bad debt from the accounts receivable is considered in relation to the
Ministerial Regulation No. 186 (B.E. 2534) - Issued in accordance with the Revenue Code for delinquent accounts
receivable which confinuously past due 180 days and the service agreement with those receivables had been
cancelled. In case an account previously written off is collected, the collection will be recorded as income in the
income statement when the cash is received.

3.4 Leasehold Improvement and Equipment It is presented in the balance sheets af cost, net of
accumulated depreciation. Depreciation was computed by the straight - line method at 5% to 20% a year. The
equipment with the value lower than Baht 3,000 will be written off as expense in the period as incurred

3.5 Financial Instruments Financial assets and liabilities presented in the balance sheets consisted of, cash
and cash equivalent, credit cards receivable, the liability fo related financial institutions, trade payable, other assets
and other liabilities. The specific accounting policy for each significant fransaction had been separately disclosed in
each related item.

3.6 Foreign Currency Transaction The Company translated foreign currency transactions during the year
info Baht at the commercial bank rates, the average rates of VISA Company Limited, the average rates of Master
cards Company Limited, prevailing af the date of the transactions.

Gains or losses on exchange from collections or payments of liabilities, those incurred from' the
franslation of monetary assets and liabilities, are recorded as income or charged to expenses in the statement of
income as incurred.

3.7 Cash and Cash Equivalent Cash and cash equivalent consisted of cash on hand and in banks, which
are redeemable within 3 months.

3.8 Earnings (Loss) per Share Eamings (loss) per share is determined by dividing the net income  (loss) by
the weighted average of fully paid up share capital and the partial paid up share capital is computed at
equivalent to fully paid up of share capital at the end of period.

ADDITIONAL INFORMATION

4.1 Cash on Hand and in Banks consisted of :

In Million Baht

2002 2001

Cash 0.02 ) 0.02
Cash in banks

Savings deposits 432.21 : 3.75

Current accounts 4,46 ) (2.34)

Total 436.69 : 1.43

Krungthai Card Public Company Limited
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Krungthai Card Public Company Limited

The cash in banks as af December 31, 2002, consisting of savings deposit-of Baht 43221 milion and
current accounts of Baht 4.46 million, are a part-of a short - term credit facility granted by Krung Thai Bank Public
Company-Limited. The facility is used as the Company’s working capital. The cash in banks bear interest at market

rate.
4.2 Credit Card Receivables and Circle Loan Receivables - Net

In Million Baht

2002

Credit card receivables 7.272.65

Less : Allowance for doubtful accounts (38.48)
Credit Card Receivables - Net 7.234.17

Circle loan receivable 2,875.38

Less : Unearned interest (1.914.02)
961.36

Less : Allowance for doubtful accounts (19.03)
Circle Loan Receivable - net 942.33

Total 8,176.50

In accordance with the assefs transfer agreement dated June 26™, 2002, the above credit card
receivables and circle loan receivables include the receivables transferred from Krung Thai Bank Public Company
Limited af the net book value as af June 30™, 2002. The allowance for such receivables had been set up according
to the standard and the accounting policy for the credit card business as disclosed in the Accounting Policy item
3.3. On July 1%, 2002, the Company issued the 1 set of promissory notes of Baht 3,613,770,000, to Krung Thai Bank
Public Company Limited, for the payment of assefs transferred, at the preliminary price as at March 31%', 2002.

On December 26™, 2002, the Company issued the 2™ set of promissory note of Baht 394,014,836.05 to
Krung Thai Bank Public Company Limited for the payment of the balance of assets fransferred.

Credit card and Circle loan receivables, as at December 31%', 2002, are classified based on outstanding

by aging, follows :

In Million Baht
Credit card - Allowance for - Credit Card
receivables - doubtful accounts - receivables net of

allowance for
doubitful /accounts

Number of - Amount : Percentage ~ Amount . Amount
receivables ) . )
within 89 days 598,173 " 7.,167.67 - - - : 7.167.67
90 -179 days 1893 . 6650 . - - I 66.50
Over 179 days 1,047 . 3848 100 . 3848 -
601,113 7272.65 - 100 - 38.48 : 7,234.17

Krungthai Card Public Company Limited
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Credit loan
receivables

Krungthai Card Public Company Limited

Allowance for

doubtful accounts

In Million Baht
Credit Card

. receivables net of

allowance for
doubitful accounts

Number of =~ Amount

receivables -
Within 89 days 30,889 - 91575
90 -179 days 956 . 2658
Over 179 days 795 19.03

32,640 © 961.36

4.3 Other Current Assets

: Percentage

915.75
26.58

942.33

In Million Baht
2001

Refundable income tax

Receivables from fees and interest income
Other receivables related to credit card
Deferred accounts, waiting for verification

Ofthers
Total

39.78
232.96
190.70

22.57
486.01

w

e
o =
O O

4.4 Invesments The Board of Directors of Krungthai Card Public Company Limited resolved in the
meeting on August 23, 2002 (No. 14/2545) approved the investment in Thai Smart Card Company Limited for 10%
of ifs capital which equivalent to 395,000 shares af par 10.00 Baht. Thai Smart Card Company Limited called for
partial paid up at Baht 5.00 per share totally Baht 19,750,000.00 on December 18™, 2002
4.5 Leasehold Improvement And Equipments - Net

At cost . Add . Deduct . Total

Leasehold Improvement  0.54 : -

Equipment . .
office equipment 43.31 : 42.47 :
vehicles 851 - -
Total 49.36 . 4247 .

Assets in progress - 5903

Improvement

and Equipments 49.36 : 101.50

In Million/ Baht
- Accumulated - Net book value
. Depreciaion . December 31,
: 2002 | 2001
- 0.54 0.25 029 . 034
028 8550 36.93 4857 © 16.44
226 - 325 3.03 022 - 143
254 . 89.29 40.21 49.08 . 18.21
- 59.03 - 5903 -
254 14832 4021 - 10811 - 1821

Depreciation for the period ended December 31%, 2002 and 2001 amounted to Baht 10.73 milion and

Baht 9.48 million, respectively.

Krungthai Card Public Company Limited
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4.6 Other Assets

In Million Baht

2002 2001

Guarantee for telephone usage 0.60 ) 0.63
Guarantee for lease 10.32 : 1.56
Other guarantee 0.05 : 0.02
Total 10.97 : 2.21

4.7 Payable to Related Financial Institutions This account represents the loan payable to Krung Thai Bank
Public Company Limited arising from the credit card and circle loan receivables who exercise their financial
fransactions through the branches or the networks of Krung Thai Bank Public Company Limited.

4.8 Promissory Notes The Company borrowed from Krung Thai Bank Public Company Limited by issuing
the promissory notes Baht 7,007.78 million for working capital and for supporting the credit card business. The amount
included the receivables transferred from Krung Thai Bank Public Company on June 30", 2002. This borrowing is
unsecured, also the inferest rate is market rate and which redeemable at call.

4.9 Accrued Expenses

In Million Baht

2002 2001

Personnel expenses 0.37 ) 0.17

Marketing expenses 0.23 . 18.05

Other expenses 47.25 ) 4.57

Total 47.85 : 22.79

4.10  Other current Liabilities

In Million Baht

2002 2001

Social security deposit waiting for remittance 0.50 ) 0.32

Accrued withholding income tax 8.14 : 2.98
Accrued special business tax 4.46 . -

Accrued income tax 27.06 : 2.53

Accrued value added tax 7.66 : 0.02
Deferred accounts waiting for verification 210.73 y -
Other 1.07 : -

Total 259.62 : 5.85

411  Share Capital The Company’s registered capital on January 1%, 2002 at 500,000 shares, Baht 100
par value, totaling Baht 50 million. In accordance with the shareholder's ordinary meeting (N0.3/2545) held on
September 9™, 2002, the Company increased ifs registered fully paid up capital fo be Baht 1,000 milion on
September 10™, 2002 and changed its share par value from Baht 100 fo Baht 10 each, by issuing 100 million shares.

The Company increased its registered capital to be Baht 1,050 milion in accordance with the
resolution-of the shareholder's ordinary meeting (No.4/2545) held on December 20", 2002 and it will freat the new
common shares of 5 million shares, Baht 10 par value, as reserve for the warrants which will be offered to its

Krungthai Card Public Company Limited
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employees under the ESOP. Therefore, the Company’s registered capital on December 31!, 2002 amounting to Baht
1,050 million, divided into 105 million common-shares af Baht 10 par value. The issued and fully paid up capital is
100-million shares, Baht 10 par value amounting to Baht 1,000 million.

On December 31%, 2001, The Company’s registered capital was Baht 50 million, divided info
500,000 common shares at Baht 100 par value. The issued and paid up capital, amounting to Baht 45 million,
consised-of fully paid up common share of 300,000 shares amounting to Baht 30 million and the common share of
200,000 shares at Baht 100 par value, which paid up at Baht 75 per share to be Baht 15 million.

4.12  Premium On Shares The Company received premium on shares of Baht 459 million, from the Initial
Public Offering and its shares traded shares in the Stock Exchange of Thailand on October 28", 2002. The amount
presented in the balance sheet was netted of Baht 60 million which represented the underwriting fee, financial
advisor fee, others consulting fees and expenses for the Company fo be registered as a listed company with
Securities Exchange of Thailand. Therefore the net premium on shares was reported at Baht 399 million

4.13  Legal Reserve Under the Public Company Limited Act B.E. 2535, the Company must allocate to
reserve fund from the annual net income, af least 5% of the annual net income affer deduction of the fotal
accumulated deficit brought forward (if any) until the reserve fund reaches an amount of not less than 10% of the
registered capital.

4.14  Risk Management The financial risks faced by the Company include, credit risk, liquidity risk,
exchange ratfe risk and the interest rate risk which are the risks from the Company’s normal business, detailed as
follows :

4.14.1 Credit Risk

Credit risk is the risk that one party will fail to discharge an obligation on a financial
instrument which may and cause the other party fo incur a financial loss.

The Company’s major business is the issuer of credit card and has its own criteria of
approving the credit line, biling and collections process. The Company also emphasis on the process to verify the
credit worthiness of the credit card applicants.

The Company deposits its fund in well - established financial institutions.

4.14.2 liquidity Risk

Liquidiity risk is the risk that the Company will encounter difficulty in raising funds to meet
commitments associated with financial instruments.

Before the assets were transferred, the liquidity risk is under the control and responsibility of
Krung Thai Bank Public Company Limited. After the transfer the Company was granted the adequate amount of
a clean credit facility support from a related financial institution for a period of 15 years.

4.14.3 Currency Risk

The major business of the Company is fransacted in Baht currency, hence, the Company

has no significant risk from currency exchange both before and after the fransferring of assets.
4.14.4 Interest Rate Risk

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

The Company manages ifs interest rate risk by closely reviewing the difference of inferest rate,
then manage to reduce the risk from interest rate in order to effectively minimize the loss, especially, from the
accounts receivable.

4.15  Commitments

Provident Fund

The Company has set up a registered provident fund which is established in accordance with the
Provident Fund Act B.E. 2530. The fund was registered and called “Thai Munkhong Registered Provident Fund’.
The objective of establishing the Fund is to encourage savings and fo be give employees benefited when they resign
from the Company, upon refirement or death. The Fund was registered and approved by the Ministry of Finance on
March 14™, 1997. Under the plan, the employees and the Company contribute to the fund at the rate of 3 - 6
percent and 6 percent, respectively.
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The Company appointed Krung Thai Asset Management Public- Company Limited as the fund
manager to manage the fund in accordance with the provision stipulated in the Ministerial Regulation No. 2 (B.E.
2532), Provident Fund Act B.E. 2530.

Agreements

As at December 31, 2002, the Company has committed under an office building lease
agreement. The monthly office rental and services expenses of are approximately Baht 2.46 million and the monthly
rental will be increased by Baht 0.45 million starfing from February 2003.

In addifion, the Company is committed under an agreement with a financial consulting company
in relation to service the Company for registration and listing in the Stock Exchange of Thailand. The fee for the work
is approximately Baht 7.5 million, payment of which depends on the condition and the completeness of the service
as agreed on September 30™, 2002,

4.16  Related Parties Transactions Krung Thai Bank Public Company Limited, formally, held 99.99% shares
in Krungthai Card Public Company Limited, however, after the Initial Public Offering. Krung Thai Bank Public
Company Limited reduced its holding to 49%.

4.16.1 Expenses for the Purchase of Services

In Million Baht
2002
Expenses paid for the services rendered by
Krung Thai Bank Public Company Limited
Expense for service to the cardholders and merchants 6.29
Expenses in relation to support the computer system 16.00
Total 22.29

Krung Thai Bank Public Company Limited provides services to the Company taking into consideration
normal practice. The charge is computed base on market prices including realized cost incurred from the
administration of the Company, the service fee charged to support service to cardholders as well as the expense
in relation to support the computer system for the year 2002, which preliminary agreed at approximately, Baht
12,672,010 and Baht 32,000,000 per year, respectively.

4.16.2 Payable to Related Financial Institution (Note to Financial Statement No. 4.7)

In Million Baht
2002
Payable to related financial institution
Balance, beginning of period -
Additional during the period (net) 335.84
Balance, end of period 335.84
4.16.3 Promissory notes payable (Note to Financial Statement No. 4.8)
In Million Baht
2002
Promissory notes payable
Balance, beginning of period -
Additional during the period (net) 7.007.78
Balance, end of period 7,007.78

Krungthai Card Public Company Limited
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