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1. Policy and Overview of Business

Background

KASIKORNBANK Public Company Limited (KBank) was established on 8 June 1945 with registered capital of Baht 5
Million. In its infancy, the Bank provided services of deposit-taking for general public and lending for business operations with
chargeable interest rates at appropriate levels. The Bank has been listed on the Stock Exchange of Thailand and started trading
in the market since 9 February 1976. In 1993, the Bank registered as a public company limited.
Vision

KASIKORNBANK aims to be a most innovative, dynamic, and proactive customer-centric financial institution that
creates sustainability for all stakeholders.
Mission

KASIKORNBANK aims to harmoniously combine technology and human resources to sustainably create world-class-
quality financial services, so as to achieve optimal benefits for all stakeholders.
Core Values

- Customer Centricity

- Organization-Wide Teamwork

- Professionalism

- Innovation

Overview of Operating Environment

1. Global and Thai Economy in 2017 and Outlook for 2018
The global economy maintained its growth momentum throughout 2017. Positive signs were evident in core economies,
namely the US, the Eurozone and China, as well as in emerging economies including here in Thailand. These improvements
were reflected in the World Economic Outlook of the International Monetary Fund, which revised upward the 2017 global
economic projection to 3.7 percent, and projected that the world economy may see even brighter growth of 3.9 percent in 2018.
Looking forward into 2018, economic activity worldwide is expected to show improvement, which is likely to coincide
with gradually rising inflationary pressure. Inflation is set to edge up amid soaring oil prices in the global market where this
year’s average fuel prices are likely to be higher than the level seen in the previous year. This trend may affect monetary policy
maneuvering of central banks around the globe. The
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In Thailand, the economic growth is projected to keep its growth momentum at 4.0 percent, driven mainly by brighter
outlooks in both public and private investment. The government’s budget disbursements, especially for public investment in the
2018 operating plan, are expected to be injected into the economic system in the second quarter of 2018. At the same time, private
investment may gradually pick up in keeping with the overall economic activity improvement. Furthermore, exports and tourism
will continue to play pivotal roles in the economy even though their growth may subside over-year due to a high 2017 base.

However, close attention should be paid to the government’s budget disbursements and global financial markets which
may, from time to time, become somewhat volatile. On the inflation front, headline inflation for 2018 is expected to average 1.1
percent, slightly higher than the 0.7 percent in 2017, as a result of soaring energy prices at home in line with higher oil prices in
the global market. For the Thai monetary policy, the Bank of Thailand’s policy rate is expected to stay low at 1.50 percent for
almost throughout 2018 to accommodate domestic economic activity, which is continuing along a stable recovery path.

2. Banking Industry, Competition and Emerging Risks

e Banking Industry and Competition

Commercial banks’ overall performance in 2017 recorded a decline in net profit compared to 2016. Several commercial banks set
aside higher allowance for impairment loss on loans and invested for technological development to embrace the advancing digital age.
For operating income in 2017, most commercial banks could maintain net interest margin (NIM) due to overall effective cost
management despite the deteriorating quality of loans granted to certain groups of customers and limited growth in some types of loans

amid an uneven economic recovery. In addition, net fees and service income of the banking system continued to enjoy steady growth.

As of the end of 2017, net loans at 14 domestically-registered commercial banks grew 4.33 percent over-year, accelerating from
the growth of 1.26 percent at the end of 2016. Meanwhile, deposits grew at a higher rate of 6.51 percent, compared to 1.46 percent at the
end of 2016. KBank ranked fourth in assets, deposits and net loans in the commercial banking system, with the market shares of 13.30
percent, 14.47 percent, and 14.01 percent, respectively. Within the entire commercial banking system, 19 domestically-registered
commercial banks and 11 foreign bank branches hold market shares in assets, deposits, and net loans, as shown in the below table.

(Unit: Million Baht)

Market Share Market Share Market Share
Bank Assets Deposits Net Loans
(%) (%) (%)
Bangkok Bank 2,970,037 16.15 2,252,421 17.37 1,817,136 15.31
Krung Thai Bank 2,781,740 15.13 2,073,594 15.99 1,748,653 14.74
Siam Commercial Bank 2,725,632 14.82 2,087,890 16.10 1,931,839 16.28
KASIKORNBANK 2,444,824 13.30 1,875,729 14.47 1,662,880 14.01
Bank of Ayudhya 1,999,809 10.88 1,316,705 10.15 1,384,881 11.67
Thanachart Bank 954,460 5.19 717,807 5.54 645,628 5.44
TMB Bank 842,976 4.58 611,508 4.72 618,386 5.21
United Overseas Bank 516,964 2.81 370,279 2.86 340,023 2.87
CIMB Thai 296,307 1.61 177,703 1.37 195,872 1.65
TISCO Bank 288,316 1.57 181,499 1.40 234,201 1.97
Kiatnakin Bank 245,088 1.33 133,278 1.03 184,342 1.55
Land and Houses Bank 230,396 1.25 143,742 1.11 150,618 1.27
ICBC (Thai) 179,892 0.98 100,350 0.77 101,088 0.85
Standard Chartered Bank (Thai) 155,373 0.85 56,259 0.43 45,504 0.38
Sumitomo Mitsui Trust Bank (Thai) 48,455 0.26 16,892 0.13 36,180 0.30
Bank of China (Thai) 45,933 0.25 21,204 0.16 30,455 0.26
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Market Share Market Share Market Share
Bank Assets Deposits Net Loans
(%) (%) (%)

Thai Credit Retail Bank 45,230 0.25 37,877 0.29 37,515 0.32
ANZ Bank (Thai) 33,037 0.18 2,414 0.02 8,185 0.07
Mega International 20,271 0.11 11,569 0.09 15,576 0.13
Domestically-registered commercial banks 16,824,739 91.50 12,188,691 94.00 11,188,961 94.30
Foreign bank branches 1,562,055 8.50 778,199 6.00 676,251 5.70
All commercial banks 18,386,794 100.00 12,966,890 100.00 11,865,212 100.00

Source: C.B. 1.1 and C.B 1.2 (Bank-only Financial Statements)

For the outlook of commercial banks in 2018, loans — a core business — are likely to see higher growth than in 2017,
bolstered by an expected broad-based economic rebound, which will be seen in both public and private investment. Nonetheless,
commercial banks may still adopt a cautious stance in their business operations amid the lingering debt quality problem, which
still needs some time to be overcome. Moreover, several other challenges still lie ahead. These include intensified competition
between banks and non-bank players amid the fast-changing technology, the National e-Payment Master Plan, which may affect
fee income of commercial banks, and preparation for the International Financial Reporting Standards (IFRS9) coming into
effect January 1, 2019, and the Basel III capital requirements to be fully enforced in 2019, as well. These new standards may
eventually affect provisioning expenses, risk calculation and capital maintenance of commercial banks. All of these factors may

change the landscape of commercial banks’ business operations, going forward.

¢ Emerging Risks

Over the next three to five years, the Thai banking system will face numerous challenges. Aside from impacts on
economic and business trends, they may have direct and indirect effects on the commercial banking business. In detail:

1. Cyberattacks: As technological advancements are taking place, financial institutions have adopted digital banking
platforms to support business operations in a bid to facilitate financial and payment transactions for customers, allowing them to
gain better access to banking services anytime, anywhere, with any device. Meanwhile, data used by consumers which has been
detected and compiled in the digital format is regarded as a business asset which can be further processed and analyzed to shed
light on their real needs. Every coin has two sides, however. Technological advances have come with increasing cyber threats.
The World Economic Forum ranked cyberattacks as among the world’s top 10 risks from 2014 to 2018.

For Thailand, data fraud and theft was placed among the top five categories of cyber threats in 2017, according to the
Thailand Computer Emergency Response Team (ThaiCERT). Given the more sophisticated cyber risks, financial institutions as
service providers, and customers as users, are increasingly vulnerable to losses. In terms of cyber security readiness, however,
financial institutions are ranked first in this category as they have invested in both relevant knowhow and personnel. Cyber risk
management processes of financial institutions are, moreover, consistent with international standards, policies and best cyber
security practices under the supervision of the Bank of Thailand. Along with this, service users have been continually equipped
with beneficial knowledge via various channels, thus ensuring that electronic financial services provided by financial
institutions, including commercial banks, are effectively resilient to cyberattacks.

2. Unemployment and Underemployment: Overall, Thailand’s unemployment rate rose to 1.0 percent of the 37.7
million total workforce in 2017, from 0.8 percent in 2016, according to the National Statistical Office. Compared to other

ASEAN countries, the figure is insignificant. However, one-third of the unemployed persons were university graduates, and this
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share is on the rise. The situation reflects two major problems. First, the restructuring of Thailand’s manufacturing sector
remains underway, thus hindering employment of well-educated workers. Second, the Thai educational system cannot
accommodate demand in the labor market, as unemployed persons from academic fields are more than double those who
completed their study at vocational schools. This represents an economic loss. In addition, underemployment accounts for 0.5
percent of the total Thai workforce. This group of workers falls short of their work potential, having more time and seek to work
full-time job. It is a real challenge for Thailand to enhance the potential of the country’s human capital. This is particularly true
amid demographic change, by which Thailand will become an aged society by 2021 with its low birth rate. Moreover,
technology plays an increasingly pivotal role in the labor market, and is replacing human labor at certain levels. Under this
context, demand for financial services and business operations of commercial banks will inevitably turn a new face, going
forward.

3. Climate change: This is regarded as a long-term risk to economic and social stability, both domestically and
internationally. For Thailand, extreme weather events affect agricultural production and farm prices — the main source of income
for the majority of Thai people — and thus have repercussions for SME operators dependent mainly on domestic consumption.
Harsh weather like severe flooding or heavy monsoon rains also deals a serious blow to households’ properties and quality of

life. These extreme events would inevitably hurt demand for financial services as well as borrowers’ debt servicing ability.

2. Regulatory Changes1

Significant regulatory changes in 2017 that may have affected KBank’s and K Companies’ business operations included:

¢ Relaxation of Foreign Exchange Regulation

The Bank of Thailand (BOT) undertook relaxations under Foreign Exchange Regulation Reform to enhance ease of
doing business by issuing Circular No. ForKorNgor. (21) Wor.45/2560 Re: Notice of the Competent Officer on Rules and
Practices regarding Currency Exchange (No. 26), and ForKorNgor. (21) Wor.47/2560 Re: Issue of Notification on Foreign
Exchange Payment Transactions with Designated Person, in accordance with the Notification of the Ministry of Finance Re:
Ministerial Order given to Authorized Juristic Person No. 11, with salient points as follows.

1. Eliminate Foreign Exchange Transaction Form: Foreign exchange transactions valued at USD 50,000 or higher must
be reported, and transaction evidence with complete information, as determined by the BOT, must be issued and delivered to
customers.

2. Eliminate stamp requirement on underlying documents submitted by customers when conducting foreign exchange
transactions.

3. Allow a qualified company or a group of qualified companies to submit a request for foreign exchange transactions
without presenting supporting documents to banks, in accordance with specified objectives such as for payment of goods and
services, for investment abroad, etc.

4. An entity wishing to be a qualified company must seek approval from the BOT via a bank from November 15, 2017,

to May 13, 2018. Approval may be later granted, as appropriate.

' Details related to other regulatory changes on KBank business operations during 2017 can be found in the Management Discussion and Analysis (MD&A) reports for the
quarters ending March 31, 2017, June 30, 2017 and September 30, 2017.
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These relaxations will streamline processes and reduce costs of the bank related to documentation or approval and
enhance business efficiency.

e Relaxation of Rules and Practices for Measures to Prevent Thai Baht Speculation

The BOT issued Circular No. ForKorNgor. (21) Wor.1759/2560 Re: Relaxation of Rules and Practices for Measures to
Prevent Thai Baht Speculation for the Case of Failure to Deliver Securities via Pending Settlement, to be consistent with the
Stock Exchange of Thailand’s operational guidelines, and international standards. Salient points include:

1. Non-resident (NR) who receives Thai Baht related to Pending Settlement transactions such as penalty fee in lieu of
securities delivery or penalty fee for failure to obtain benefits is allowed to maintain balance in a Non-resident Baht Account for
Securities (NRBS) not exceeding Baht 300 million at the end of day, for one business day, which must not be higher than the
amount obtained in Baht. The bank is required to request supporting documents and report to the BOT per established
conditions.

2. NR is allowed to use Thai Baht obtained from the transactions per item 1 as underlying funds for purchasing of
foreign currencies against Thai Baht value tomorrow or value same day on the following business day.

These relaxations will facilitate management of outstanding balance in Non-resident Baht Account and streamline
KBank operating processes. We have put in place the operational procedures necessary to accommodate the new criteria.

e Payment Systems Act, B.E. 2560 (2017)

The Payment Systems Act (PSA), B.E. 2560 (2017), published in the Government Gazette on October 18, 2017, and
effective April 19, 2018, consolidates provisions of laws concerning the three existing payment systems of Thailand under the
supervision of the Bank of Thailand (BOT) for greater efficiency in synchronization with international standards while keeping
abreast of the fast-changing technology. The Act should be conducive to national economic stability. The PSA regulates the
following payment systems and services.

(1) Systemically Important Payment Systems, including Bank of Thailand Automated High-value Transfer Network

(BAHTNET) and Imaged Cheque Clearing and Archive System (ICAS)
(2) Regulated Payment Systems, including interbank cheque clearing and interbank funds transfer. National ITMX
Co., Ltd. and Processing Center Co., Ltd. are among the organizations under this category.

(3) Regulated Payment Services such as debit cards, credit cards, ATM cards, electronic funds transfers currently used

by commercial banks and non-bank operators.

As a payment service provider under this Act, KBank must comply with its provisions. We are fully prepared to submit
applications for licensing and registration with the BOT and to issue operational guidelines for compliance with other
requirements stipulated by the PSA and any that may be stipulated in the future. We have conducted studies and informed
relevant staff to ensure that operations comply with other requirements of the Act and any that may be established in the future

such that KBank conducts business in compliance with the law.
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¢ International Financial Reporting Standards (IFRS)

In 2017, KBank continued to implement the IFRS Conversion Project in preparation for compliance with IFRS 9, and
progress was steady. We monitored and pushed for operational guidelines appropriate for Thailand via IFRS Club and the Thai
Bankers’ Association. For our internal management, we have expedited development and improvement of database and the
design of work system and IT structure in order to accommodate these standards with the highest efficiency, taking into account

connectivity with other systems and consistency of business process.
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2. Business Operations

KASIKORNBANK PCL. (KBank) conducts commercial banking, securities and other related businesses per the
Financial Institutions Business Act, Securities and Exchange Act and other regulations. KBank primarily provides financial
services via an extensive branch network nationwide.

As of 31 December 2017, KBank service coverage remains available in all locales and is adequate to meet our
customers’ requirements. Currently, KBank has 1,026 branches and 11,891 self-service channels to help customers conduct
transactions on their own. In addition, the Bank’s international network now includes 17 establishments in nine countries, with
operations and services centralized at the Head Office.

Income Structure of KBank and its subsidiaries

Income Structure of KBank and its subsidiaries for the years ended 31 December are as follows:

(Unit : Million Baht)

2017 2016 2015
Amount % Amount % Amount %
Interest income
Interbank and money market items 7,011 4.47 5,892 3.84 3,897 2.64
Deposits 1,068 0.68 364 0.24 712 0.48
Loans (without repurchase agreements) 483 0.31 439 0.28 643 0.44
Repurchase agreements 5,460 3.48 5,089 3.32 2,542 1.72
Investments 16,820  10.72 15,032 9.80 15,173  10.29
Trading investments 262 0.17 258 0.17 319 0.22
Available-for-sale investments 2,719 1.73 2,846 1.85 4,724 3.20
Held-to-maturity investments 13,839 8.82 11,928 7.78 10,130 6.87
Loans 90,434  57.65 89,923 58.62 90,160  61.12
Hire purchase and financial lease 5,059 3.23 5,014 3.27 5,118 3.47
Others 13 0.01 12 0.01 5 0.00
Total interest income 119,337 76.08 115,873 75.54 114,353 77.52
Total interest expenses 25,176 16.05 26,195 17.08 29,341 19.89
Total interest income - net 94,161 60.03 89,678 58.46 85,012 57.63
Non-interest income
Fees and service income 51,757 33.00 48,631 31.70 46,413 31.46
Fees and service expenses 10,451 6.67 9,688 6.32 8,887 6.02
Fees and service income - net 41,306 26.33 38,943 25.38 37,526 25.44
Gain on trading and foreign exchange transactions 8,411 5.35 8,746 5.70 8,887 6.02
Loss on financial liabilities designated at fair
value through profit or loss 2) (0.00) 4) (0.00) 6) (0.00)
Gain on investments 3,491 2.23 1,588 1.04 785 0.53
Share of profit from investments using equity metho 158 0.10 117 0.08 96 0.06
Dividend income 1,991 1.27 1,609 1.05 1,346 0.91
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2017 2016 2015

Amount % Amount % Amount %

Net premiums earned
Other operating income
Less Underwriting expenses

Total non-interest income

99,786  63.62 94,445 61.57 85,380  57.88
1,405 0.90 2,462 1.60 1,528 1.04

93,851  59.83 84,181 54.88 73,039  49.51

62,695  39.97 63,725 41.54 62,503  42.37

Total operating income - net

156,856 100.00 153,403 100.00 147,515 100.00

Sustainability Development and Corporate Governance

Sustainability Development in Action'
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KBank has given particular attention to nine of the 17 United
Nations Sustainable Development Goals (SDGs), as being in harmony with
our sustainable business operations in accordance with our Material Issues
with the aim of generating sustainable value to all our stakeholders.

In 2017, the Corporate Governance Committee proposed to
KBank’s Board of Directors revisions to the 15 items of the Sustainable
Development Policy, streamlining them into 12 items to be in alignment
with our business undertakings amid the changing environment and
technology-driven competition. The issue of “Customer Data Security and
Privacy” has been added to our Sustainable Development Policy to better
conform to our new strategic goals and Material Issues. The elements of

“Professionalism”, “Participation in the Development of Sustainable

Economy”, and “Building on Awareness and Organizational Culture in Environmental Protection” have been removed as they

are incorporated into the prevailing KBank functions and Core Values. Matters regarding “Youth and Educational Personnel

Development”, and “Community and Social Development” have been merged into “Youth Education Development and

Community and Social Development”. KBank’s sustainable development structure cascades development targets down to the

implementation level in all divisions, and integrates action plans within the organization to harmoniously generate maximum

benefits for all stakeholders.

" More details on Materiality for both KBank and stakeholders can be found in Sustainability Report 2016.
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Sustainable Development Policy
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Our Sustainable Development Policy, comprising 12 items, are categorized into three main aspects, i.e., economic, social
and environmental aspects.
1. Economic Aspect
o Business operations defined by good corporate governance practices
o Adherence to the “Customer Centricity” philosophy and effective customer responsiveness
o Product and service enhancements via value-added innovations
o Sharing of financial knowledge with the general public
o Efficient risk management
o Customer data security and privacy
2. Social Aspect
o Fairness of labor relations management and employee caring
o Employee development
o Promotion of occupational health and safety for employees
o Youth education development and community and social development
3. Environmental Aspect
o Environmentally-friendly business operations
o Conservation and reduction of use of natural resources; and waste reduction
Materiality Assessment
KBank has managed our material aspects through establishment of four assessment steps to be used as operational

guidelines which enable us to effectively respond to our stakeholders’ requirements.
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1. Identification of material aspects is based on two sources, i.e.,
e Review of 2016 material aspects
o Studies of related aspects set out in other sustainability standards, for example, Dow Jones Sustainability Indices
(DJSI) and the sustainability aspects emphasized by banks worldwide per Sustainability Accounting Standard
Board (SASB) guidelines
KBank then compiled and screened all material aspects that are significant to KBank and the external stakeholders’
decision making, and submitted the findings to all KBank divisions and stakeholders for review and assessment, as mentioned
below:
¢ Internal Divisions of KBank
KBank used brainstorming sessions with all divisions, in the forms

& Organization” Boun

of meetings, conferences and questionnaires; the information gained was o

Q/a,}.

Community

compared with KBank’s strategies and key risk factors over the short and and Society
long terms. External stakeholders were identified to jointly determine the

sustainable material aspects and information disclosure boundaries of “Within Organization”

Boundary: Counterparties

KBank.
e External Stakeholders G:;:r:clesm
Officially and unofficially, KBank gathered the opinions and

expectations of external stakeholders, including customers, investors,

Shareholders

supervisory agencies and officers in sustainable units of various institutions,
using meetings, questionnaires and in-depth interviews with individuals.
With that information, KBank learned about factors towards decision
making and sustainability issues that our stakeholders deem important.
2. Prioritization
Customer Data Security and Privacy @

Business Ethics & Culture @

Corporate Governance @
Enerprise Risk Management @
Customer Centricity o

® pigital Transformation
Financial

Green Project i ® Responsible Lending
. ® inclusion @
Finance
@ Human Resource Management
Reducing M
Environmental Footprint @ @ Human Rights

@ Community Investment

Significant to Stakeholders

Significant to KBank
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e KBank analyzed and reviewed the information gained from internal and external stakeholders.
e Prioritization was made into 13 aspects of three magnitudes of impact significance: large, moderate and small. Those
issues have been prioritized on the Materiality Matrix, as follows:
a. Horizontal axis: Issues that are significant to KBank
b. Vertical axis: Issues that are significant to stakeholders
3. Validation
e KBank explained the derived prioritization to all divisions, so that they acknowledge the stakeholders’ opinions
and use them to define operational guidelines that cater to the stakeholders’ requirements.
e KBank reported to the Corporate Governance Committee and KBank Board of Directors on the material aspects
for validation and approval, and also incorporated them in KBank’s Sustainability Report and website.

4. Review

KBank has in place an information review process after the Sustainability Report has been disseminated to the
stakeholders. Their views and recommendations will be used to modify the contents of further reports.

KBank firmly believes that making sustainable development a core principle of business operations will not only
mitigate risks that may affect our business undertakings in the future, but also create opportunity for KBank and all
stakeholders. Throughout 2017, KBank maintained its commitment to management of numerous challenges, especially business
model transformation, technological advancement and changing customer behavior with the aim of delivering excellent products
and services surpassing basic needs and expectations, while also creating value addition for positive social and environmental
change in a sustainable manner.

Corporate Governance

Good corporate governance is essential for sustainable business operation. Aside from creating confidence among all
shareholders and stakeholders, it is instrumental in making KBank a Bank of Sustainability. In 2017, KBank reviewed the Code
of Conduct to be consistent with KBank’s Statement of Business Conduct. Our Articles of Association, Statement of Corporate
Governance Principles as well as Corporate Governance and Sustainable Development Policies were also revised to be up-to-
date and suited to our business in alignment with laws and good corporate governance practices. KBank also reviewed our CG
performance based on the criteria of the Corporate Governance Report of Thai Listed Companies and ASEAN CG Scorecard.
Moreover, we placed great importance on our operations being in conformity with the Statement of Corporate Governance
Principles. To this end, KBank continually undertook various activities to promote our good corporate governance practices,
organized training courses for our executives and employees, and held meetings to equip K Companies and P Companies

representatives with relevant knowledge to ensure effective CG operations and common practices.

Business Directions of KASIKORNBANK and the Wholly-owned Subsidiaries of KASIKORNBANK in 2017 and
Outlook for the Next Three Years

In 2017, Thai economic growth gained traction, buoyed by strong recoveries in tourism and exports. This growth
momentum is expected to carry on into 2018, especially amid a brighter outlook in public and private investment. Nonetheless,
the business sector remained challenged by new modes of competition, a broader marketplace within the ASEAN Economic

Community (AEC), and the advancing digital age amid the rapid pace of technological advancement, economic uncertainties,

2-5 Business Operations



KASIKORNBANK PCL FORM 56-1

Thai Baht volatility and interest rate trends. Businesses have also had to contend with rapid changes in both rules and
regulations, and consumer behaviors.

Within this context, KBank and K Companies will, for the next three years, accentuate enhancement of our business
capabilities to achieve sustainable growth and returns while maintaining our market leadership over the long-term. Guided by
our core strategies of “Customer Centricity”, KBank has decided to redefine our aspiration to become “Customers’ Life
Platform of Choice”, meaning the most-preferred platform that can meet customer’s needs in every aspect of their lives by
leveraging our strengths as Thailand’s number-one digital banking provider and enhancing our services under three-pronged
approach: Beyond Banking; Embedded Trust; and, Everyone, Every day, Every way and Everywhere. To this end, we have set
our sights on providing all customers with services beyond their expectations to become their trust agent and stay relevant to
their daily life to fulfill their everyday needs, anywhere, anytime with an unsurpassed service experience.

To achieve this redefined aspiration, KBank has thus worked with our partners, both domestic and international, to create
ecosystem partnership collaboration under the “KASIKORNBANK and Beyond” concept. Moreover, under the “Segment of
one” concept, we focus on strengthening our capabilities by using data and advanced technology to understand and anticipate
each individual customer’s need and provide smart personalized “Financial and Life Solutions” to the right customer at the right
time. We continue our endeavor to deliver an excellent customer experience with ever-greater consideration of consumer
protection and customer privacy, taking into account the changing customer expectations for greater convenience and speediness
over omni-channel.

Regarding our business operations, we prioritize comprehensive customer service and care across all segments to
effectively accommodate their demands. Our endeavors for each business will be as follows.

e Retail Business: We aim to remain at the top as Customers’ Main Bank for all segments while also maintaining our
market leadership, guided by our core strategy of Customer Centricity. In parallel, we will make the most out of
diverse customer data through analysis to gain better understanding of our customers’ needs and thus achieve the best
responsiveness in terms of products and services available via all KBank channels. Under the redefined aspiration of
becoming “Customers’ Life Platform of Choice” — the most-preferred platform that can meet customers’ needs in
every aspect of their lives through the combination of our branch and digital channels — KBank focuses on
collaborating with our partners in various businesses to create ecosystem partnerships, which will not only respond to
customers’ demands but also expand our horizons to new businesses for enhanced competiveness and sustainable
business operations over the long term. Meanwhile, we highlight the upgrade of our KBank Private Banking in
conformity to international standards through comprehensive advisory services, the offering of products and services
for asset management across all dimensions — ranging from family business planning to investment in Thailand and
abroad in alignment with the needs of our High Net Worth Individual clients.

e SME Business: Being the “Bank for SME Customers”, we also aim to become their Total Solution Provider. Through
our Relationship Managers (RMs), who are well-versed in KBank products and have in-depth understanding of our
customers’ businesses and needs, we will also deploy innovative digital technologies along with offering knowledge-
based assistance and business networking for their sustainable business growth.

e Corporate Business: KBank is determined to meet all of our corporate customers’ business needs, especially through

funding support, advisory services and multiple formats of fund mobilization to ensure their cost effectiveness under
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appropriate risk management. Along with this, we have given staunch support to their transactions via all electronic
channels for increased competitiveness and effective business management in a comprehensive manner.

e International Business: KBank continues to gear up for being an “The Bank of AEC+3” via “Dual Track Regional
Digital Expansion” to build up our long-term competiveness. Through our international banking network under the
policy of partner bank connectivity, we work diligently to develop digital channels in order to support our SME
clients seeking to expand their trade and investment, Thai and local corporate clients as well as retail customers
within the AEC+3 region. Moreover, KBank aims to upgrade our three representative offices, i.e., the Yangon
Representative Office in the Republic of the Union of Myanmar, and the Hanoi Representative Office and Ho Chi
Minh Representative Office in the Socialist Republic of Vietnam, to the status of foreign branches. The move is
aimed at expanding our service scope and becoming our Customers’ Main Bank for cross-border transactions and
settlements in AEC+3 countries, especially through the Exotic Currency Settlement Initiative. Another major effort
will involve development of Issuing and Acquiring Business in parallel with strengthened collaboration with fintech

companies and other businesses within the global network for full coverage of cross-border settlement services.

Beyond the above strategies, we focus on proactive integrated risk management (IRM) through the establishment of
principles and policies for management of all risks, effective capital management and creation of a culture of risk awareness
organization-wide. All these efforts are aimed at maintaining KBank’s stability as a leading financial institution, enabling us to
cope with possible economic fluctuations in a timely manner, while also adhering to good corporate governance practices and

strictly complying with regulations and relevant laws.
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Long-Term Risk-Adjusted Sustainable Profitability
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Customer Segments and Services

During 2017, our key operations in eight customer segments are as follows.

e Multi-Corporate Business

Throughout 2017, KBank prioritized development of products and services in response to the government’s drive
towards a cashless society under the National e-Payment Master Plan, which initiated PromptPay for corporate customers,
expansion of card use via electronic data capture (EDC), and QR code payment schemes. We worked with our Multi-Corporate
Business customers to introduce lifestyle payment solutions such as Cross-Border Payment Solution for Tourists via Alipay and
WeChat applications to facilitate Chinese travelers visiting Thailand, and the Dynamic QR Code payment system under
collaboration with PTT PCL.

The Thai and global economy enjoyed ongoing growth last year. Our Multi-Corporate Business customers were thus in
need of funding for their business operations at home and expansion abroad. KBank acted as a financial advisor to this group of

clients, and offered financing and fund-raising support in various forms, including via debt and capital markets, to our customers
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in numerous industries such as energy and consumer goods. We also recommended them to appropriately use risk management
products to hedge against Baht volatility.

KBank also focused on strengthening business networks of our customers and their trade partners through value chain
connectivity for value addition from upstream to downstream. To this end, loan products and cash management solutions were
offered, and response was satisfactory. Moreover, knowledge enhancement activities were organized throughout the year to
equip our clients with expertise beneficial to their business operations amid rapid technological change and ever-changing
consumer behavior. Notable efforts included a KBank Exclusive Seminar: Capitalizing on Cambodia, a seminar entitled,
“Winning in the Disruptive Game”, and an international trade seminar on “Staying Ahead of Fraud”.

e Large Corporate Business

To optimize the customer experience, KBank places importance on truly knowing and understanding our clients so as to
offer financial products and services satisfying their demands. Focus is on customer relationship management (CRM) efforts and
better customer care, wherein their feedback contributes to the continual development and improvement of our work processes.

In 2017, the Thai economy posted healthy growth, driven mainly by exports and tourism. Nonetheless, our Large
Corporate Business customers were exposed to Baht volatility, as their income and expenses are in foreign currencies. KBank
thus strived to fulfill their needs through financial advisory services together with the offering of financial products and services
as tools for effective risk management.

In response to ever-changing consumer needs and the government’s National e-Payment Master Plan, we launched e-Wallet
and QR Code payment while also encouraging our customers and their trade partners to make electronic payment for enhanced
efficiency in cash management. In collaboration with our customers who directly sell goods and products to their clients (B2C)
such as restaurants and convenience stores, we have encouraged the public to switch to QR code payment in lieu of cash.

Meanwhile, KBank initiated full-service K CONNECT-LG for enhanced efficiency in LG management. The service
enables customers to issue or renew a letter of guarantee and check their credit exposure online anytime.

Throughout 2017, we continued to hold activities to promote family business management, especially for effective
business succession to the next generation, which is instrumental in sustainable business growth. In keeping with the fast-
changing world, KBank provides knowledge-based support to our clients. Notable efforts included Family Business Disputes

and Transfer Solutions, Professional Family Business Management and a seminar entitled, “Winning in the Disruptive Game”.

e Medium Business

KBank prioritizes development of products and services along with the offering of digital banking innovations as total
solutions to support our customers’ business operations. We have also continued to enhance the knowledge of our SME
customers to strengthen their business undertakings, especially through business networking and partnership. In 2017, our
customers within value chains recorded growth over the past year. Notably, KBank continually gave support to business
operators across various value chains. Of note were value chain solutions catered for service stations - ranging from the
construction and remodeling of service stations, to fuel purchase, and broadening of their business opportunities to non-oil
businesses. In the latest development, we extended our financial support to restaurant franchisees, especially those seeking to

open a franchised restaurant within petrol station compounds or stand-alone establishment.
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For digital banking innovations, we developed and launched K CONNECT LG to facilitate customers in conducting
letter of guarantee (LG) transactions at reduced operating cost. The service allows our clients to view their LG exposure, issue
an LG report and request an issue or renewal of LG anywhere, anytime.

Moreover, KBank held a seminar entitled, “FX Risk Management Project for SMEs”, for importers and exporters with
income not exceeding Baht 400 million, to equip them with knowledge of FX risk management and hedging while also building
awareness of risk prevention for their business operation. In cooperation with various government agencies, namely the Bank of
Thailand, the Ministry of Industry, the Office of SMEs Promotion (OSMEP) and the Thai Bankers’ Association, this event was
held in many provinces across the country.

¢ Small and Micro Business

KBank focuses on providing funding support along with enhancing competitiveness and business opportunities for our
Small and Micro Business clients, especially those in promising franchise businesses. To this end, we have expanded our
assistance to various franchise businesses, notably pharmacies and restaurants, by giving them K-SME Franchise Credit. In
addition to our services provided to customers throughout their value chain, we aim to facilitate their business operations. To
this end, KBank offered QR code payment service via K PLUS SHOP application and installation of electronic data capture
(EDC) machines to enhance payment convenience for both merchants and customers. Along with this, we staged the “Pip Jang
on Tour” PR campaign in big provinces to promote QR code payment. We also partnered with Sun 108 and Alipay to pioneer
QR code payment via vending machines, with the aim of providing greater convenience for Chinese tourists. Moreover, KBank
worked with Bangkok Bank Pcl to install electronic data capture (EDC) for merchants under the e-Payment Joint Venture as
part of the local card scheme to install EDC for merchants. We also offered special privileges under the K-Merchant service for
retailers installing EDC machines during the year as part of our push for a cashless society, in keeping with the National e-
Payment Master Plan.

e High Net Worth Individual

In 2017, KBank Private Banking service experienced remarkable growth across all products and services in conformity
to international standards. To extend happiness to our High Net Worth Individual clients, we engaged in numerous endeavors.
Notable developments in 2017 included:

1. Investment innovation: We employed international investment innovation to develop mutual funds specifically for
our High Net Worth Individual customers. Of note was the K Equity Absolute Return Fund (K-ART), which uses “Big Data”
and machine learning for analyzing and selecting securities to generate positive returns regardless of market conditions.
Teaming up with Lombard Odier and KASIKORN ASSET MANAGEMENT CO., LTD., we introduced the K Global Risk-
Enhanced Asset Allocation Fund (K-GREAT) — a risk-based asset allocation fund, which is a new form of mutual fund that uses
leveraged derivatives to enhance returns and optimize risk management mechanisms.

2. Provision of world-class services: With the aim of providing services attaining international standards, we have
clearly segregrated duties of Quality Assurance and Settlement teams. While Quality Assurance team is responsible for
checking and confirming transactions, and Settlement team conducts transactions which have been verified for customers.

KBank also worked with Lombard Odier to organize training courses, designed specifically for private bankers and

support teams for the delivery of world-class services to our customers.
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3. Access to data: To expand opportunities for our High Net Worth Individual customers to gain better access to data, we
introduced the LINE@, providing channel for quick investment and financial information update, to support private bankers. In 2017,
we also organized activities and seminars related to investment techniques appropriate for market conditions, moderated by qualified
experts. Outstanding events included “Innovative Core Investment Strategy”, wherein representatives of securities company and asset
management company, namely BlackRock, J.P. Morgan and Lombard Odier, were invited to share their expertise.

e Affluent

We always adhere to our core strategies of making KBank the Customers’ Main Bank along with maintaining our
customer base. With “Big Data” processing and analyzing to shed light on customer behavior, we are able to develop products
and services that better meet each customer’s specific needs. Making the most of our strong overseas network, we aim to serve
foreign customers, especially those doing business with KBank in AEC+3 countries, as part of our efforts to expand THE
WISDOM customer base. Advisory service has been enhanced to respond to their personal and business needs through multiple
channels, namely teams of professional RMs who are well-versed in all fields of investment, THE WISDOM ONWARD e-
Newsletter — an online monthly newsletter, and quarterly seminars.

Meanwhile, KBank teamed up with KASIKORN ASSET MANAGEMENT CO., LTD. to launch more than 110 mutual
funds with varied investment policies. Of note were K Selective Emerging Markets Equity Fund (K-SEMQ), K Asia Pacific
Bond Fund (K-APB) and K FIT Allocation Fund (K-FIT). To provide greater convenience to our customers, we added to the K
PLUS — a mobile banking application functions for immediate opening of mutual fund accounts and purchase of LTF and RMF.
The K-My Funds application was also introduced to serve as a personal advisor on mutual fund investment. Meanwhile, life
insurance products were offered as savings alternatives for our clients. These included Whole Life 99/1 (with maturity benefit)
targeting customers seeking to transfer assets to their heirs with no inheritance tax, and Life Insurance: Endowment 510
Guarantee for short-term investors seeking high returns.

We underline the significance of upgrading our THE WISDOM brand and remaining the top-of-mind brand among our
Affluent customers. KBank thus offers exclusive experiences to directly respond to their financial and lifestyle needs. To this
end, THE WISDOM Lane was added to certain branches to provide greater convenience for our THE WISDOM customers
when conducting financial transactions at branches with relatively heavy traffic. One lifestyle activity of note was “THE
WISDOM Exclusive Experience: Appreciating Thai-Chinese Art Heritage at Lhong 1919”, arranged for this customer group.

e Middle Income

Guided by our core strategy of “Customer Centricity”, we aim to completely accommodate the demands of each
customer group, along with strengthening THE PREMIER as an exclusive brand for new-generation customers whose
investments range between Baht 2-10 million. To increase customers’ product holdings and maintain our “Main Bank” status,
KBank emphasizes the offering of personal financial advice and planning services.

In 2017, we developed innovative financial products in alignment with customer lifestyles in the digital age. A notable
initiative was K-eSavings Account offered via K PLUS — a mobile banking application, which allows customers to conduct
financial transactions on their own — from opening and use, to closing of accounts. Having continually encouraged customers to
save, plan for retirement and take out life insurance with tax benefits, we launched Taweesup Extra plus Pro Saving 615

Guarantee or Retirement 60/5 and Whole Life 99/5.
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Regarding loan products, KBank prioritizes customer screening per our prudent credit policy in order to maintain overall
portfolio quality. We focused on new products and promotional campaigns to achieve the loan target. For K-Home Loan, KBank
launched home loans with special interest rates and a low installment payment plan to ease burdens of our customers seeking to
purchase new homes, including custom-built residential units, or to refinance their mortgage. We also partnered with a property
developer which received pre-finance assistance from KBank in conducting co-promotion activities to expand our home loan
customer base in viable areas. In response to the government’s measures, we debuted a home loan campaign catering for senior
citizens. Moreover, comprehensive home-related data is available via the K Home Smiles Club website and via mobile phone.

For new credit cards, KBank focused on acquiring new high-income customers through the launch of credit card
products to meet the lifestyle needs of each customer group. Notable products were THE PASSION Card, PTT Blue Credit
Card, and KBank JCB Credit Card. Throughout the year, more than 590 campaigns were staged to spur all spending categories,
i.e., dining, traveling and shopping across all areas throughout Thailand, including spending in foreign currencies, online
shopping as well as spending in line with the government campaign “Shopping for the Nation” or year-end tax break for
shoppers which aimed to promote shopping activity to stimulate the economy. For personal loan, we focused on helping our
customers harness financial self-discipline through the offering of a zero-percent special interest rate or a 50-percent discount on
interest rate per established conditions for K-Express Cash Card payment, along with K-Personal Loan with preferential interest
rates at Baht 2.34 per Baht 10,000 daily or 16 percent, p.a., granted to KBank Payroll customers. Furthermore, we initiated the
Machine Lending Program for KASIKORNBANK Personal Loans — a loan program offered via K PLUS — a mobile banking
application to customers who will receive loan within one minute after they tap to agree to the established conditions. KBank
has also revised our operational procedures for credit card and personal loan extension in alignment with the Bank of Thailand’s
new regulations for credit card and personal loan supervision which took effect during the second half of 2017.

To support the government’s National e-Payment Master Plan, KBank introduced the PromptPay funds transfer service
for individual customers via various channels and conducted PR campaigns to promote PromptPay funds transfer and
registration, including a no-fee promotion offered to individuals making funds transfer via KBank PromptPay to any bank.

e Mass

Guided by a strategy to be the preferred bank of our customers, especially those with the potential to become Middle
Income clients, KBank remains committed to acquiring new customers and seeking opportunities to do business with our
partners, especially leading companies and universities, in order to attract their personnel to use KBank as their main bank. In
additional to this, we are diligent in developing new user-friendly products and services in response to the financial and lifestyle
needs of customers. In 2017, we focused on encouraging our customers to use services and conduct financial transactions via
electronic channels, especially via mobile phone. To this end, we provided an added channel to sign up for K-Debit Card via the
K PLUS — a mobile banking application. Among notable initiatives was the introduction of three new designs of K-Debit Card
for specific groups of customers who are cartoon fans, namely the K-ONE PIECE Debit Card, the K-Shinchan Debit Card, and
the K-Pokémon Debit Card, as well as the specially designed Chang Suek KASIKORNTHAI Debit Card. Moreover, we
organized a promotional program to spur spending with K-Debit Card in addition to the government-initiated campaign under

the National e-Payment Master Plan.
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We also improved the offering of non-life insurance products via electronic channels to make them more user-friendly,
affordable and convenient to buy. Notable products were Travel Protection via K PLUS — a mobile banking application, and

KBank website, and PA365 via K-ATM.

Service Channels

In 2017, KBank maintained our commitment to developing efficiency in all our core service channels, in order to raise
our capacity to reach our customers and deliver them excellent service.

(1) Branch Network: Key initiatives for branch network management in 2017 included:

- Domestic branch network: Our focus was on enhancement of service efficiency and maximization of our sales and
service quality in alignment with changing consumer behavior, as evidenced by the increased use of more convenient service
channels, especially our mobile banking application. We also continued to consolidate branches with relatively low traffic and
to expand service channels at viable locations. The number of branches now available is therefore sufficient to meet demands of
customers covering all areas.

Meanwhile, we took into account the appropriate consolidation of forex booths in certain areas such as airports, new
department stores and major tourist attractions, while also adjusting business hours in each location, to be in accordance with the
number of travelers and high season, especially at popular tourist spots where FX mobile vans were also added.

- International branch network:. We remain committed to a policy of network connectivity for our AEC+3 customers
per our current business direction, focusing on growth in the Asian region. KBank has expanded branches and representative
offices within AEC so as to respond to customers seeking to venture into other Asian countries, in alignment with the national agenda
to embrace the AEC. In this quarter, KBank upgraded our representative branch in the People’s Republic of China to a locally
incorporated institution (LII), under the name of “Kai Tai Yin Hang (Zhong Guo)”, or KASIKORNBANK (CHINA) COMPANY
LIMITED, with its headquarters in Shenzhen, Guangdong Province, allowing KBank to accommodate burgeoning trade and

investment between China and Thailand. Another noted endeavor was KBank’s strategic partnership with Bank Maspion of Indonesia.

Branches and Financial Service Offices/Centers

Number of Locations Number of Locations
Domestic Service Network Overseas Service Network
2017 2016 2017 2016
Branch Network " 1,026 1,107 | Branches and Overseas Service Network: 17 16
Foreign Exchange Booth 142 146 Branches of Locally Incorporated Institution
THE WISDOM 105 105 KASIKORNTHAI BANK Limited (Lao PDR) 2 1
Corporate Business Center 8 8 KASIKORNBANK (CHINA) CO.,Ltd. 4 0
SME Business Center 121 121 Branches 3 6
International Trade Service Center 58 58 Representative Offices 8 9
Cheque Direct Service 33 31 Number of Units
Electronic Banking Services
2017 2016
Self-Service Channel (K-ATM and K-CDM) 11,891 11,683
K-ATM (Automated Teller Machines) 9,302 8,973
K-CDM (Cash Deposit Machines) 2,589 2,710
K-PUM (Passbook Update Machines) 1,109 1,249

Note: Excluding 10 branches, classified as other branch platforms per the Bank of Thailand’s conditions

? Excluding International Trade Service Centers. More than one SME Business Center may be located in a single branch.
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(2) Electronic Network comprises:

- K-ATMs and K-CDMs: Service efficiency enhancement has been a major focus to accommodate round-the-clock
financial transactions with security, along with installation of self-service machines with various languages available for greater
convenience of our foreign clients. At the same time, we prioritized machine management for broader service coverage to
effectively meet the needs of customers, who were also encouraged to conduct financial transactions at self-service machines.

- Digital Banking Services: To highlight our digital banking leadership, K-MOBILE BANKING PLUS was renamed K PLUS,
and its logo was also changed for easier recognition. We are diligent in developing full-service digital innovations to facilitate transactions
anywhere, anytime, in line with changing consumer lifestyles. Major initiatives of our digital banking in 2017 included:

1) K PLUS: Self-service functions have been developed to allow customers to conduct transactions other than the
basic banking transactions now available (funds transfer, top-top and bill payment), without going to a Bank branch. They
include opening of a mutual fund account for the first purchase of LTF and RMF, and opening of K-eSavings Account to
simplify financial management.

A new QR code reading function was developed in keeping with the government’s National e-Payment Master Plan.
The service, which is initially available only at Siam Square, Chatuchak Weekend Market and Platinum Fashion Mall,
Pratunam, will be further expanded for nationwide coverage. To promote greater use of QR code payment, promotional
campaigns were staged including the “Peeptival Program — Donate Baht 8 to Siriraj Hospital” and the “Get Baht 50 Cash Back
when Making QR Code Payment of Baht 300/Transaction”. We also added a Quick Pay function to K PLUS as a menu shortcut option
for QR code payment. Another new function of note is My QR, which enables customers to accept payment by scanning QR code
without the need for an account number or PromptPay data.

Furthermore, we launched K PLUS SME — a KBank mobile banking application specifically designed for our SME clients
to conduct transactions online, with features that allow them to access data and manage their finance and business on their own.

2) K-Cyber: We focused on maintaining the stability of the K-Cyber system. Data security is ensured through
implementation of ISO 27001:2013, the highest global standard, giving our customers more confidence when conducing
financial transactions via all digital banking channels.

3) K-Payment Gateway: We enhanced service efficiency for bill payment with credit and debit cards online, and provided a
security system to assure merchants of easy, convenient and complete processes to accommodate customer business operations.

- K-Contact Center: We have developed numerous comprehensive service channels for enhanced customer
convenience. The “Customer Feedback Management” program was continued to gauge customer satisfaction and obtain their
recommendations for use of KBank services, which will be used as input for development and upgrades to our service quality.
Meanwhile, we have developed K-Contact service procedures for enhanced customer security through improvement of identity
authentication processes, while also setting up a Customer Solution Hub to better respond to diverse customer needs which are
sometimes different from KBank’s standard offerings.

Awards and Commendation
Through these efforts, KBank and K Companies have achieved good business performance, earning the recognition in

various organizations at home and abroad, proven by many awards granted in 2017, notably:
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Awards to Kbank

e Six awards: Best IPO, Thailand, Best Mid-Cap Equity, Top Bank Arrangers Investors' Choices for Corporate Primary Issues,
Thailand, Top Bank in the Secondary Market Government Bonds, Thailand, Best Individual Research, Thailand, and Top Bank
in the Secondary Market Corporate Bonds, Thailand, from The Asset magazine.

e Two awards: Best IPO Deal in Southeast Asia for Banpu Power and Best IPO Deal for Retail Investors in Southeast Asia from
Alpha Southeast Asia magazine

e Two awards: Thailand Capital Markets Deal of the Year for Banpu Power and IFR Asia Frontier Market Issue Award for the Lao
PDR’s Baht 11 Billion Transaction from IFR Asia magazine

e Five awards: SME Bank of the Year, Best Retail Bank in Thailand for eight successive years, Mobile Payment Product of the Year,
Best Private Wealth Bank in Thailand and Best Data & Analytics Project from The Asian Banker journal

e Three awards: No. 1 Brand Thailand Awards 2016-2017 in the categories of Bank for SME for two successive years, Credit Card for
four consecutive years, and Debit Card and Bank Saving Account for the second consecutive year from Video Research International
(Thailand) Ltd. and Marketeer magazine

e Best Private Bank for Ultra High Net Worth Clients from Euromoney private banking and wealth management survey

e Highly Commended: Best Customer Experience - Wealth Management from Private Banker International and Retail Banker
International

o Best Private Banker for Customer Service in Asia from Professional Wealth Management awards (PWM) and The Banker magazine.

e FEight awards: The Best Contact Center of The Year (Over 100 seats), The Best Effective Technology Contact Center (Over 100
seats),The Best Effective Software Contact Center (Over 100 seats), The Best Corporate Social Responsibility Contact Center
(Over 100 seats), The Best Contact Center Manager of The Year, The Best Contact Center Supervisor of The Year, The Best
Contact Center Agent of The Year and The Best Contact Center HR Support Professional of the Year from Thai Contact Center
Trade Association (TCCTA)

e Three awards: Domestic Retail Bank of the Year in Thailand for four successive years, Mobile Banking Initiative of the Year in
Thailand and Credit Card Initiative of the Year in Thailand from Asian Banking & Finance journal

e Four awards: Best Merchant Product Offering, Best Merchant Acquiring Technology Solution, Highly Commended: Best Debit
Card Product for Asia-Pacific and Highly Commended: Best Marketing Campaign — Overall from Cards International & Electronic
Payments International journal

e Selected for inclusion in two internationally recognized indices of Dow Jones Sustainability Indices (DJSI) 2017, namely DJSI World
and DJSI Emerging Markets indices, organized by S&P Dow Jones and RobecoSAM, KBank is the first and only bank in Thailand, as
well as ASEAN, to have been included for second year running.

e Listed in the FTSE4Good Emerging Index, organized by FTSE and Russell, among firms with good management of Environmental,
Social, and Governance (ESG) risks in 2017, for the second consecutive year.

e Outstanding Sustainability Award and selected to be on the list of Thailand Sustainability Investment (THSI) 2017 by the Stock
Exchange of Thailand

e Rated “Excellent” in Corporate Governance Assessment Results for 2017 by Thai Institute of Directors (I0D)

e Graded “Excellent” level in Annual General Meeting of Shareholders Quality Assessment 2017, organized by Thai Investors Association

e Outstanding Sustainability Report Award 2017 by the Office of the Securities and Exchange Commission, Thai Listed Companies
Association and Thaipat Institute.

e The ESG 100 Certificate 2017 bestowed to KBank, which was named one of the top 100 companies that are most outstanding in terms of
Environmental, Social and Governance (ESG) performance by Thaipat Institute.

e IR Globak Top 50 from IR Magazine for three consecutive years

" In the Annual Report, this item is shown under the topic “Awards and Commendations Granted to KASIKORNBANK and K Companies in 2017”
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3. Risk Factors

Overall Risk Management

Regarded as an integral part of our organizational culture, KBank has established risk management policy, together with
risk appetite and risk management guidelines at the Board and Senior Management levels. Potential risks are taken into account
when formulating our strategies and business undertakings to support business growth, thus ensuring sustainable profitability
and maximization of returns to stakeholders.

KBank’s risk management strategy has been established in line with international guidelines and principles, and applied
throughout the Conglomerate. We engage in a consolidated risk management framework that emphasizes management of major
risks, e.g., credit, market, liquidity, operational, cyber and strategic risks. KBank’s risk management structure clearly determines
duties and responsibilities of relevant units, including an independent risk management unit. Risk-adjusted performance
measurement has been applied with each business unit.

KBank’s risk management and capital management is under the supervision of the Board of Directors, which is
responsible for ensuring the appropriate level of capital and managing capital adequacy assessment process to accommodate our
present and future business operation. Meanwhile, Senior Management ensures that policies, processes and systems for
controlling, monitoring and reporting risks and capital are in place whereas segregation of duties and reporting lines are clearly
defined in conformity with the good internal control principle. We also emphasize thorough, accurate and regular disclosures on

risk management and capital to the public.
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Risk Management Structure

Board of Directors

Audit Committee

® Approve risk appetite and all risk management policies
and guidelines.

® Ensure the effectiveness of risk management system
and capital adequacy to facilitate current and future

and stress

business undertakings both in normal

situations.

Risk Management Committee

Credit Risk Management Sub-committee

Credit Process Management Sub-committee

Assets and Liabilities Management Sub-committee
Market Risk Management Sub-committee

Operational Risk Management Sub-committee

Business Continuity Management Sub-committee
Capital Management Sub-committee

Information Technology Strategy Sub-committee

Digital Oriented Risk, Data & Cyber Security and IT Risk

Management Sub-committee (DCSC)

® Establish risk management policies and risk appetites. Set
the risk limits for the significant aspects of the various
risks.

® Formulate the strategy on the organization and resources
to be used for the risk management operation, in line with
the risk management policy. This strategy must enable the
effective analysis, assessment, evaluation and monitoring
of the risk management.

® Credit Risk Management Sub-committee and Corporat
Governance Committee oversee project financing request
that could have adverse impacts on environment an
society

Business Units

Corporate Business Division

SME Business Division

Retail Business Division

Corporate and SME Products Division
Private Banking Business Division
Investment Banking Business Division
Capital Markets Business Division
World Business Group

Central Treasury Department —
Finance and Control Division

Risk Management
and Control Units

Enterprise Risk
Management Division

Customer Service
Fulfillment Division

KASIKORN BUSINESS-
TECHNOLOGY GROUP

Internal Audit

Internal Audit
Department -
Compliance and

Audit Division

Business units are responsible for continuous and active
management of all relevant risk exposure to be in line
with its returns and risk appetite.

Risk management and control units are responsible for
providing independent and objective views on specific
risk-bearing activities to safeguard the integrity of the
entire risk process, as well as controlling risk levels to
ensure that they are in line with our risk appetite.

Internal Audit is independent and responsible for

evaluation to add value and improve the effectiveness of
risk management, internal

control, and corporate

governance processes.
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Key Developments to Strengthen Risk Management

KBank places a great emphasis on effective and timely risk management. Risk management policies, tools and processes
have been developed and reviewed regularly to guard against rising risk trends in line with market volatility, as well as
appropriate for changes in regulatory requirements, business undertakings including domestic and global economic policies.
Relevant actions taken were as follows.

e Preparation for Basel regulatory reform. KBank, together with the Bank of Thailand, continuously monitors Basel
regulatory changes, as well as quantifies the impact and prepares data for implementating new criteria, to ensure that
our capital adequacy and liquidity position are appropriate for our operations per the business plan.

e Value-Based Management (VBM) was applied to credit risk management when setting the direction of credit

portfolio and business targets at customer and product levels. In addition, VBM was applied to capital management to
strive for the highest capital efficiency while ensuring capital adequacy under normal and stress scenarios.
Moreover, development of short-term and long-term capital allocation strategy and integrated risk appetite was
undertaken, considering new regulation landscape as one of strategic alternatives, to ensure appropriate risk-taking
level vis-a-vis economic situations, risk trends, regulatory focus, and capital and liquidity adequacy under normal and
stress scenarios.

e Enhancement of processes and econometric models for stress testing to improve efficiency in our risk and reserve
management as well as to comply with the Bank of Thailand’s regulations and directions.

e Early warning signs were developed with the use of transactional data and customer behavioral data for enhanced
efficiency in customer risk monitoring as well as recovery and collection processes.

¢ Development of risk management system and framework for capital market and treasury business Focusing on
overall risk management to cope with sophisticated products amid fast-changing market conditions with the
proliferation of business innovations in order to integrate our services in alignment with customer needs, along with
maximizing efficiency to KBank under appropriate risk appetite.

¢ Development of liquidity risk measurement system per Basel III requirements In 2017, development of a system
for measuring Net Stable Funding Ratio (NSFR), which is used for structural liquidity risk assessment, was
completed. We now have in place a system for measurement of liquidity risk in accordance with Basel III

requirements.

Risk Management

KBank has placed an emphasis on comprehensive risk management such as credit risk, market risk, liquidity risk,
operational risk, cyber risk and strategic risk which are also covered and properly managed.
Credit Risk Management

Credit risk refers to risk whereby a counterparty or borrower may default on contractual obligations or agreements, or
have an intention not to abide by an agreement, resulting in losses to KBank. We thus place significance on credit risk
management compatible with international standards and regulatory requirements to ensure sustainable growth and reasonable

returns to stakeholders.

3-3 Risk Factors



KASIKORNBANK PCL FORM 56-1

In 2017, KBank concentrated on balancing between services and credit risk management within each customer segment.
As the Thai economic recovery was not yet broad-based, we put in place more stringent customer screening criteria. In
particular, more rigorous requirements have been set for small and micro businesses as well as retail customers, while we have
acquired customers with stronger financial status and sound debt servicing ability. We have also developed customer early

warning signs and behavior monitoring to ensure efficient customer monitoring and recovery and collection processes.

Credit Risk Management Process

A credit risk management process, from portfolio management to recovery and collection, has been established and
continuously enhanced to appropriately reflect risk factors, as well as promote capability for business.

> Portfolio Management

KBank emphasized active portfolio management based on risk factors and risk events, particularly economic factors that
could affect our customers and our portfolio quality. Via Active Credit Portfolio Management (ACPM) and stress testing, we
ensured timely portfolio management towards any deviation against our planned targets. Meanwhile, KBank has focused on
portfolio management so as to control credit concentration within the established limits. Close monitoring of customer risk
profile across industries has been undertaken through the establishment of loan growth target in alignment with prevailing
economic conditions, taking into account our customer segments, product domains and industries, to maximize returns from
each customer segment portfolio under defined risk appetite. Over the past year, we maintained loan concentration within an

acceptable level.

We have adopted credit risk management mechanisms as follows:

e Credit risk management has been overseen by Credit Risk Management Sub-committee and Credit Process
Management Sub-committee to ensure efficiency and effectiveness in all relevant processes, thus allowing KBank
to deliver a good customer experience and appropriately creating balance between credit risk management and
process efficiency.

o Customer screening criteria have been revised on a regular basis to reflect customer risk profile. Credit policy
has been tailored for each customer segment. Industry pre-screening criteria, which can be used as a guideline for
customer selection, have been established to classify customers based on sector risk levels.

e A risk management mechanism has been established in response to risk events which may affect our
customers. Early waring sign monitoring will trigger actions of responsible departments to assess impacts on
affected customers and KBank by conducting in-depth analysis and stress testing. Thus, KBank shall be able to
proactively prevent and solve any problems which may arise in a timely manner prior to deterioration of customers’
debt servicing capability and overall credit quality of KBank.

e Customers’ credit line utilization has been reviewed while customers’ risk profile and behavioural scores have
been monitored via early warning signs. Guidance has been provided for Relationship Managers (RMs) to contact
customers at the early stage when unfavourable signs are detected.

e Credit concentration, in terms of both borrower group concentration and sectoral concentration, has been effectively
managed so that exposures are maintained within limits, per the Bank of Thailand’s Single Lending Limit (SLL)

framework and Basel Pillar 2 credit concentration guideline. As of December 31, 2017, large borrower concentration

3-4 Risk Factors



KASIKORNBANK PCL FORM 56-1

was within the established limit. Industry concentration has been monitored and controlled to prevent over-exposures
in particular sectors, taking into account trend of industry growth and capital impact.

> Credit Underwriting and Approval

KBank has formulated lending policy to ensure uniformity of good credit underwriting practices and comply with the
Bank of Thailand’s consolidated supervision guidelines. Apart from credit underwriting principles, guidelines for preferable and
discouraged practices are defined to ensure quality of credit extension.

Our credit risk management is based mainly on current, transparent and qualified data. The credit approval processes and
systems are tailored to align with customers’ characteristics. Medium and Large Business customers with sophisticated financial
needs are served by RMs with thorough understanding of customers’ business and financial profile. RMs are responsible for
analyzing and proposing suitable credit products and services to match customer needs, presenting credit write-ups to credit
underwriters according to the defined approval authorities, and monitoring of customer status continually.

For our consumer loan customers whose main products comprise home loans, credit cards and other types of financing,
including loans for small and micro businesses, KBank deploys credit scoring as a credit approval tool, focusing on verification
of income and liability information of each customer. We have also focused our efforts on credit approval process improvement
to manage risk level under defined risk appetite.

Aside from the above practices, we realize the importance of Corporate Social Responsibility practices in our credit
underwriting. Guidelines and policies for environmental and social impacts have been established for project finance requests at
home and abroad. KBank will consider both environmental & social impacts and project sponsor’s action plan in handling such

impacts, which requires project monitoring throughout the credit term.

> Post-Credit Approval Operations

To achieve standardized and efficient credit operations, KBank has centralized all necessary functions after customers’
credits have been approved, including legal and contract-related matters, preparation of collateral agreements, credit limit setup,
credit disbursement, credit-related document storage and credit data support. We monitor customer credit-utilization behavior,
their business performance, compliance with contractual conditions as well as their debt servicing ability.

> Allowance for Impairment Losses

KBank has set aside allowance for impairment losses based on the Thai Financial Reporting Standards criteria, taking
into account indications of impairment and expected recovery value.

> Debt Quality Monitoring

KBank has developed risk indicators to monitor and control asset quality, as well as credit-utilization behavior as early
warning signals to prevent deterioration in credit quality. Credit bureau data is used to support credit limit renewals and credit
quality management, thus achieving greater efficiency.

In the matter of debt collection from large business customers, our Corporate Portfolio Monitoring Unit (CPMU)
assesses debt quality closely, using established indicators to ensure timely management prior to delinquency. KBank also set up
guidelines, such as on credit review, limit suspensions, specific to each customer segment, according to segment risk
characteristics.

Regarding small and micro business as well as retail customers, likely to be affected by the slowing economy and

mounting household debts, we have enhanced our recovery and collection strategy to better respond to varying risk levels of

3-5 Risk Factors



KASIKORNBANK PCL FORM 56-1

different customer groups. Customers are managed in such a way as to prevent them from becoming NPLs, with a focus on
swift and efficient management of recovery and collection.

> Asset Quality Review

KBank has conducted a review of credit policy and process including credit proposal presentation, credit underwriting,
contract preparation and credit quality monitoring to assure credit policy and procedure consistency and efficiency. We also
utilize information from the review to support our management towards better credit management standards.
Market Risk Management

Market risk may arise from changes in interest rate, foreign exchange, equity and commodity prices, as well as credit
spreads. These changes affect KBank’s and K Companies’ present and future income, capital, as well as the value of financial
assets and liabilities. KBank engages in a consolidated risk management framework through development of essential
infrastructures and processes to appropriately and timely manage market risk of financial products. In addition, we have
established market risk management processes for new financial products, and improved related processes for existing products.

In 2017, global financial markets were volatile amid a number of key events. These included US fiscal policy and
uncertain timing of the Federal Reserve’s policy rate hikes, as well as geopolitical rifts on the Korean peninsula and ongoing
Middle East tension. These factors caused the Baht’s value and Thai interest rates to be on a volatile course. The Thai Baht
steadily strengthened in line with other regional currencies while interest rates were declining, which could be attributed mainly
to capital influx into Thailand. These uncertainties and the maneuverings of the Federal Reserve and the European Central Bank
(ECB)’s monetary policy are expected to cause fluctuations in the global economy and financial markets, including Thailand,
going forward.
Market Risk in Trading Book Activities

KBank’s trading activities are exposed to interest rate, foreign exchange, equity risks and credit spreads. Moreover,
KBank has chosen not to retain any position when dealing with commodity prices by managing market risk through a back-to-
back policy. Our equity risk stems from equity underwriting and non-directional trading business, which we undertake only for
serving customer needs. KBank has processes in place to measure and control risks within the established limits, under the
supervision and control of the Enterprise Risk Management.
Market Risk in Banking Book Activities

KBank is exposed to interest rate, equity price and foreign exchange risks in banking book transactions, i.e.:
— Interest Rate Risk in Banking Book Activities

Interest rate risk refers to risk incurred from changes in interest rates of assets and liabilities, as well as off-Statement of
Financial Position transactions that are susceptible to interest rates. These may, therefore, have an adverse impact on net interest
income and economic value of KBank.

KBank manages financial position to increase net interest income and underlying economic value, based on adequacy of
liquidity position. Therefore, KBank has established an interest rate risk management framework to ensure that our financial
position is within the pre-specified risk appetite and the impact of interest rate changes on net interest income or underlying

economic value of KBank is under control.
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KBank continually monitors interest rate risk in banking book activities by preparing interest rate risk gap report for
monitoring interest rate risk and assessing net interest income sensitivity over the next 12 months, based on an assumption of a
1.00-percent change in interest rates on all types of assets and liabilities at their re-pricing periods. The results of that risk

assessment are shown below:

Net Interest Income Sensitivity to Interest Rate Change

(Unit: Million Baht)

Dec. 31, 2017

For the Year Ending
+100 bps
THB 177
Foreign Currencies (35)
Total Effect of Interest Rate Change 142

— Equity Risk in Banking Book Activities

KBank has no policy to increase equity investments that are not directly related to our core financial business operations.
Data analyses and close assessments of relevant events have been employed in managing existing equity to ensure maximum
benefit of KBank.

— Foreign Exchange Risk in Banking Book Activities

KBank is exposed to foreign exchange risk of foreign currency position incurred from our overseas operations. KBank
has chosen not to retain foreign currency position stemming from such activities, except where there is market limitation of risk
hedging, or for the purpose of appropriate cost management in risk hedging during certain periods, with monitoring process and

control measures in place to ensure that risk is within an acceptable level.

Liquidity Risk Management

Liquidity risk is defined as the risk caused by an inability to meet obligations when they come due because of a failure to
obtain sufficient funds to meet funding needs at appropriate costs within a pre-specified time period, and/or to convert assets
into cash.

KBank closely monitors liquidity risk status and situations that could have an impact on our liquidity status. We have
also adopted a Business Continuity Plan (BCP) to guard against disruptions to important operations and systems, allowing us to
fulfill our obligations in emergencies, while continually assessing and analyzing liquidity risk to ensure that there is sufficient
liquidity for business operations. KBank conducts liquidity gap analyses covering both normal and crisis situations, as well as
events that may significantly affect our liquidity, by employing liquidity stress tests covering three scenarios, i.e., a bank-
specific liquidity crisis, a market-wide liquidity crisis, and a combination liquidity crisis. In addition, KBank applies world-class
standards for liquidity risk indicators, such as the Liquidity Coverage Ratio (LCR), in our liquidity risk control and
management.

KBank has also developed tools to assess and analyze liquidity risk that meet international standards, as well as assisting
in the achievement of our business growth. This allows us to devise an effective plan for overall liquidity management,

including foreign currencies. Liquidity risk management processes have also been reviewed and enhanced together with our
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funding structure in response to changing market conditions and liquidity in the banking system, so that we are able to cope
with the ever-changing global economy and/or volatility in financial markets.

We also monitor, analyze and manage foreign-currency liquidity risk, while seeking short- and medium-term liquidity to
support present and future demand. We determine appropriate strategies to maintain a suitable level of foreign currency liquid
assets, consistent with growth in foreign-currency deposits, and to guard against any heightened liquidity risk stemming from
volatility in the global economy.

Factors that potentially affect our liquidity and interest rate risks, which are closely monitored include:

e Global and Thai economic outlook over the short and medium terms.

o The Bank of Thailand and major central banks’ timeframe for their key policy rate decision.

o Direct and indirect foreign capital movements triggered by business confidence towards consumption and investment.

o Intensified competition among financial institutions in savings and investment products that may affect overall

liquidity in the banking system.

e Increasing demand for loans due to Thai economic recovery, which could generate pressure to liquidity in the system.

o Consequences of the Basel IIT Net Stable Funding Ratio (NSFR) reserve requirements on liquidity status.

Operational Risk Management

Operational risk refers to the risk of direct or indirect losses to a bank’s revenue or capital resulting from incorrect or
inadequate processes, personnel, operating and/or IT systems, or external events. KBank has thus placed importance on
operational risk management through the development of policies and operational risk frameworks to enhance our operational
risk management as a unified standard, prompting enhancements that allow us to assess risk and proactively seek preventative
measures. Operational risk management is under the supervision of the Operational Risk and Fraud Management Department.

KBank focused on operations to create results per the target of sound risk management of key business processes and in

conformity with policies and operational regulations implemented in 2017. This is to ensure confidence towards our operational
risk management efficiency. Key developments included:

e Implement Market Conduct Policy and monitor compliance to ensure that KBank’s sales and service
management is fair to all customers, with consideration of customer needs and ability.

e Develop the Fraud Management and Intelligent System to enhance our potential in investigating potential
transaction fraud related to Bank customers, via transaction fraud module and internal fraud module, for increased
fraud detection capacity.

o Improve key operational systems to ensure stringent internal controls at branches. Policies and standards for the
development of new authentication technologies were introduced to prevent risk stemming from fraud and errors.

e Conduct internal communications to continuously promote a good Market Conduct Culture via various media

under the “Honest KBank People” campaign, as part of our K-Culture program.

Cyber Risk Management
Cyber risk refers to risk that may arise from financial transaction service provision via digital channels, data

management, cyber threats and the use of IT to support business operations. It may come from internal or external factors,
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possibly having adverse impacts on, or causing monetary or non-monetary losses to, KBank and our customers, directly or
indirectly.

KBank aims to maintain our growth and our leadership of digital banking services in the market. To achieve this
challenging goal, customer trust holds the key; customers must feel confident and secure when using our services. Recognizing
the importance of cyber risk management, we have put in place measures for managing relevant risks under operational risk
management framework and established additional IT risk management policies and framework for enhanced efficiency in work
processes, control and systematic risk management in synchronization with related international standards such as ISO 27001

and ISO 31000, in accordance with the Bank of Thailand’s policies and best practices.

In 2017, KBank formulated a cyber risk control system development plan to create results per the target of sound risk
management. We prioritize risk control including protection and detection of, and response to, potential risks across our four
key areas of business processes and work systems, i.e., supervision, policies, IT processes and systems, and personnel. Key

developments included:

¢ Governance

- Establishment of the Digital Oriented Risk, Data and Cyber Security and IT Risk Management Sub-
committee (DCSC) to act as a cornerstone in a drive towards, and to give support to, services via digital channels so
as to meet customer needs and enhance our competiveness in the banking business, with the aim of maintaining our
leadership in digital banking services under effective DCSC risk management, and control within the established risk
limit.

e Policies

- Improvement of IT Risk Management Policy to ensure efficiency in our application, data and IT infrastructure, in
keeping with KBank’s vision of maintaining our growth and our leading position in the Thai digital banking service
market.

- Improvement of policies to better respond to cyber risk management through establishment of management
framework, scope, roles and responsibilities and clearer details for risk management concerning digital business, data
security and cyber threats.

e Processes and Technology

- Ongoing IT operational risk management by closely monitoring preparation of control measures to maintain
continuity of system services, mitigate IT risk and prevent the causes of system malfunction, to efficiently and
effectively support KBank operations.

- Preparation of data protection measures, currently in the process of implementing Data Protection program as a
security measure and for the prevention of risks related to customers’ and KBank’s important data, primarily taking
into account proper data storage and use. To this end, we prioritize data classification, assessment of risk from data
use, and installation of a system for detecting potential data risk, which can thus be managed more efficiently in a

timely fashion.
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- Preparation, improvement and enhancement of advanced threat prevention to ensure that digital and cyber risks
can be proactively managed, focusing on concrete results and effective control in order to stay ahead of cyber threats
that have seen rapid change, becoming both more varied and more sophisticated.

e People and Culture

- Creating Cyber Risk Awareness by providing knowledge and understanding of potential cyber risks to our
customers, employees and executives, as well as preventative guidelines or solutions to cyber threats that may occur

from digital transactions
Strategic Risk Management

Strategic risk management has been highlighted and integrated into organization strategy formulation and implementation
process by KBank. The process begins with systematic data collection and analysis for use in review and determination of
appropriate bank-wide strategies, which are then translated into those for business and support units, and key performance
measurement. It also involves efficient resource allocation, organization-wide communication of strategic plans, establishment
of clear operational plans and monitoring processes, as well as identification of problems and resolutions.

Strategic risk management refers to management of risks that arise from formulation and implementation of strategic and
business plans that are inappropriate for and inconsistent with internal factors and external environment, which may affect
earnings, capital fund or viability of the business. For 2017, material factors affecting strategic risk included economic growth —
both local and global, volume of international trade and investment, consumer behavior in response to various forms of digital
technologies, expansion of electronic trade, volume of payment via electronic channels, adjustment to the advancing digital age
and in-depth understanding of customer behavior for strengthened relationships with KBank. Our strategic risk management can
be divided into two parts, as follows:

Part 1 Strategic risk management for strategic content is conducted by monitoring changes in key assumptions used
for strategy formulation. By setting up Key Risk Indicators (KRIs) for Strategic Content, KBank is able to regularly monitor and
review bank-wide strategies as well as business units’ strategic plans in a timely and orderly manner.

Part 2 Strategic risk management for strategy execution is conducted by:

- Preparing monthly financial performance reports and biannual Balanced Scorecard (BSC) reports; we also arrange
meetings in line with our strategies to address and manage specific issues, in order to achieve unified solutions.

- Establishing KRIs for strategy execution so as to identify problems/obstacles which may arise during the execution of

strategies.

Shareholder Risk Management

Investments in KBank shares may incur shareholder risk, as the returns on investment, which vary with KBank share
prices, share liquidity and investment overall, may not meet shareholders’ expectation. KBank dividend payments are also
dependent upon KBank operating results. Therefore, shareholders may have returns that are higher or lower than their
expectations.

Key risks and risk management practices employed by KBank are identified in this Management Discussion and
Analysis. However, KBank may incur risks other than those specified therein; shareholders are urged to study all risk factors

and cautiously deliberate upon any investment before making a decision. Shareholders must accept that KBank may not be able
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to prevent all risks that could arise, and that there are numerous factors that have the potential to affect KBank performance and
dividend payments, e.g., domestic and international economic conditions, political situations, capital movements, changes in
government policies, and other unpredictable incidents. Furthermore, the diversity among KBank shareholders, with its high
incidence of foreign shareholding, could induce fluctuations in KBank share prices, particularly when there is incidental market

concern towards the economic and political environment that could result in capital outflows.
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4. Business Assets

Main Fixed Assets for Business Operations
Premises and equipment
As of 31 December, the Bank and its subsidiaries’ premises and equipment which are not used for mortgage and pledge,

consist of the following:

(Unit : Million Baht)

TYPE 2017 2016 2015

Land 18,990 18,227 14,762
Building 31,488 30,516 26,217
Equipment 39,673 38,489 37,172
Others 71 149 1,951
Total 90,222 87,381 80,102
Less Accumulated depreciation 39,584 37,315 34,812

Impairment allowance 501 338 6
Premises and equipment - net 50,137 49,728 45,284

Long-Term Lease Agreements

1. Operating Lease
The Bank and its subsidiaries have entered into land/building lease agreements for offices and branches and vehicle lease
agreements. The Bank and its subsidiaries were committed to pay future rentals as of 31 December 2017, 2016 and 2015, which

are summarized as follows:

(Unit : Million Baht)

Types of Lease Agreement Remaining Period 2017
Land/building lease agreements 1 January 2018 — 31 December 2042 2,807
Vehicle lease agreements 1 January 2018 — 5 December 2022 1,091
Others 1 January 2018 — 1 October 2021 39

Total 3,937

Types of Lease Agreement Remaining Period 2016
Land/building lease agreements 1 January 2017 — 31 December 2042 2,112
Vehicle lease agreements 1 January 2017 — 15 December 2021 1,139
Others 1 January 2017 — 24 October 2020 50

Total 3,301

Types of Lease Agreement Remaining Period 2015
Land/building lease agreements 1 January 2016 — 31 December 2042 2,427
Vehicle lease agreements 1 January 2016 — 3 December 2020 1,250
Others 1 January 2016 — 18 November 2019 47

Total 3,724
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2. Service Agreement

The Bank and its subsidiaries entered into an Information Technology Service, under which the service agreement will
be provided until 31 October 2021. As of 31 December 2017, 2016 and 2015, the Bank and its subsidiaries were committed to

pay total service fees of Baht 1,839 million, Baht 1,554 million and Baht 1,437 million, respectively.

KASIKORNBANK’s Investments in Subsidiaries and Associated Companies

Subsidiaries and Associated Companies
The definitions of subsidiaries and associated companies are in alignment with those specified in Thai Financial Reporting

Standards, which KBank discloses in the Notes to the Financial Statements.
Investment Policy
Our investment policy can be summarized as:

e Strategic Investments
KBank invests in companies for strategic benefits. KBank and such companies collaborate in the review of business
strategies and synergies through the sharing of various resources, equipment, tools and channels to efficiently meet the needs of

customers, with minimal operational redundancies.

e Outsourcing Investments

KBank invests in companies that support our operations. These are companies providing services that are not the core
business of KBank, and thus would be relatively inflexible if they were to remain a part of KBank. Our executives are appointed as
directors of these companies to oversee their management and operating policies, with one director having control over each such
firm’s operations. This helps ensure standardized service quality, and maximized efficiency and benefit to KBank.

In 2017, KBank was granted approval by the China Banking Regulatory Commission (CBRC) to operate a locally
incorporated institution (LIT) under the name of “Kai Tai Yin Hang (Zhong Guo)”, or KASIKORNBANK (CHINA) COMPANY
LIMITED, with its headquarters in Shenzhen, Guangdong Province, and a service network comprising the Shenzhen Branch (and
Longgang Sub-Branch), Chengdu Branch, Shanghai Branch, Hong Kong Branch, Beijing Representative Office and Kunming
Representative Office.

KBank also established KASIKORN X Co., Ltd., with registered capital of Baht 5 million, to conduct technology
research and innovation labs in search of new business models that are beneficial to the digital banking system in the digital
economy; the prototype systems created by the company will be further applied to KBank products. Moreover, Fuchsia Venture
Capital Co., Ltd. was incorporated, with 75 percent of shares held by Muang Thai Group Holding Co., Ltd., and registered
capital of Baht 300 million. The objective of this venture capital company is to cultivate business collaboration with
insurtech/healthtech startups through financial support, so as to acquire strategic capabilities that enable us to be at the forefront

in accessing and developing innovations for the launch of our products and services in the market.
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5. Legal Disputes

The Bank and its subsidiaries is not a litigant or a concerning party in the following particular cases;

1. Cases that may cause any negative impact to assets of the Bank and its subsidiaries (cases which have litigation sum
greater than 5 percent of the Bank’s or its subsidiaries’ shareholder equity as the case may be as of the latest fiscal
year-end);

2. Cases that may have a material adverse effect on business operation; but unable to estimate the exact amount;

3. Cases that are not caused by the ordinary course of business.

In part of the Bank, there are 213 pending cases in the ordinary course of the Bank’s business, with the total litigation
sum of approximately Baht 1,628 million. In those cases, there are 52 cases for which the Court of First Instance has awarded
judgment in favor of the Bank but are still pending in higher courts, having an aggregate litigation sum of approximately Baht
143 million. The Bank views that, given the present status of the Bank, such total litigation sum of all the aforementioned

lawsuits would have no material impact on the Bank’s business operations.

5-1 Legal Disputes



KASIKORNBANK PCL

FORM 56-1

6. General Information and Other Important Information

Issuing company

Type of Business

Head Office

Company Registration Number:
Telephone

Fax

K-Contact Center
(Personal)

K-BIZ Contact Center
(Business)

SWIFT

E-mail

Website

: KASIKORNBANK PUBLIC COMPANY LIMITED AKA “KBank”

: KASIKORNBANK PCL conducts commercial banking business, securities business, and

other related business under the Financial Institution Business Act, Securities and Exchange

Act and other related regulations.

: 1 Soi Rat Burana 27/1, Rat Burana Road, Rat Burana Sub-District,

Rat Burana District, Bangkok 10140, Thailand

0107536000315 (formerly PLC 105)

1 +662-2220000
1 +662-4701144-5

1 +662-8888888 Press 1 Thai, Press 2 English, Press 877 Japanese Press 878 Mandarin,

Press 879 Burmese

1 +662-8888822 Press 1 Thai, Press 2 English, Press 3 Mandarin, Press 4 Japanese

: KASITHBK
: info@kasikornbank.com

: www.kasikornbank.com

Names, Offices, Telephone and Fax Numbers of Referenced Entities

Registrar
- Ordinary Shares The Thailand Securities Depository Company Limited
93 Ratchadaphisek Road, Dindaeng Sub-District,
Dindaeng District, Bangkok 10400, Thailand
Tel. +662-0099000 Fax +662-0099991
SET Contact center : +662-0099999
E-mail : SETContactCenter@set.or.th
Website : www.set.or.th/tsd
- Subordinated Instruments intended to qualify as Tier 2 : Registrar and Account Administration Unit
Capital of KASIKORNBANK PCL No.1/2557 due B.E.2568 Securities Services Department
- Subordinated Instruments intended to qualify as Tier 2 KASIKORNBANK PCL Head Office Floor 19"
Capital of KASIKORNBANK PCL No.1/2558 due B.E.2569 1 Soi Rat Burana 27/1, Rat Burana Road,
- Subordinated Instruments intended to qualify as Tier 2 Rat Burana Sub-district, Rat Burana District ,
Capital of KASIKORNBANK PCL No.1/2559 due B.E.2570 Bangkok 10140, Thailand

Tel. +662-4701987, +662-4701994

Fax +662-2732279
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- Senior Unsecured Debentures due 2018 . The Bank of New York Mellon (Luxembourg) S.A
- Senior Unsecured Debentures due 2019 Vertigo Building - Polaris, 2-4 rue Eugeéne Ruppert,
- Senior Unsecured Debentures due 2021 L-2453, Luxembourg

- Senior Unsecured Debentures due 2022

Auditors : Mr. Charoen Phosamritlert, CPA No. 4068
Ms. Wilai Buranakittisopon, CPA No. 3920
Mr. Chanchai Sakulkoedsin CPA No. 6827
KPMG Phoomchai Audit Limited
Empire Tower, 50" 51" Floor, 1 South Sathorn Road,
Yannawa, Sub-District, Sathorn District,
Bangkok 10120, Thailand

Tel. +662-6772000 Fax +662-6772222

Legal Adviser :  Dr. Abhijai Chandrasen
22 Soi Soonthornsaratoon (On Nut 21/1),
Sukhumvit 77, Suan Luang Sub-District,
Suan Luang District, Bangkok 10250, Thailand

Tel. +662-7306969-76 Fax +662-7306967-8
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Changes in KASIKORNBANK shares held by Directors and Executives in 2017

Increase/
KBank shares KBank shares Percentage of
(Decrease) in
Name Position held as of 31 held as of 31 shares held
KBank shares held
December 2016 | December 2017 (%)
in 2017
1. Mr. Banthoon Lamsam Chairman of the Board 50,000 50,000 0 0.002
and Chief Executive Officer
Spouse and minor children 20,000 20,000 0 0.000
2. Professor Khunying Suchada Vice Chairman 1,000 1,000 0 0.000
Kiranandana
Spouse and minor children - - - -
3. Ms. Sujitpan Lamsam Vice Chairman 3,000,000 3,000,000 0 0.125
Spouse and minor children - - - -
4. Mr. Predee Daochai President - - - -
Spouse and minor children - - - -
5. Ms. Kattiya Indaravijaya President - - - -
Spouse and minor children - - - -
6.  Mr. Pipit Aneaknithi President - - - -
Spouse and minor children - - - -
7.  Dr.Abhijai Chandrasen Director and Legal Adviser 10,000 10,000 0 0.000
Spouse and minor children - - - -
8. Sqn.Ldr. Nalinee Paiboon, M.D. Independent Director - - - -
Spouse and minor children - - - -
9. Mr. Saravoot Yoovidhya Independent Director 975,800 975,800 0 0.041
Spouse and minor children - - - -
10.  Dr. Piyasvasti Amranand Independent Director - - - -
Spouse and minor children - - - -
11.  Mr. Kalin Sarasin Independent Director 1,200 1,200 0 0.000
Spouse and minor children 260 260 0 0.000
12. Ms.Puntip Surathin Independent Director - - - -
Spouse and minor children - - - -
13.  Mr. Wiboon Khusakul Independent Director - - - -
Spouse and minor children - - - -
14.  Ms. Suphajee Suthumpun Independent Director - - - -
Spouse and minor children - - - -
15.  Mr. Sara Lamsam Director 721,240 721,240 0 0.030
Spouse and minor children - - - -
16.  Mr. Chanin Donavanik Independent Director N/A - N/A -
Spouse and minor children N/A - N/A -
17.  Dr. Adit Laixuthai Senior Executive Vice President 284 284 0 0.000
Spouse and minor children - - - -
18.  Mr. Wirawat Panthawangkun Senior Executive Vice President 10,380 10,380 0 0.000
Spouse and minor children - - - -
19.  Mr. Krit Jitjang Senior Executive Vice President 920 920 0 0.000

Spouse and minor children
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Name

Position

KBank shares

held as of

31 December

KBank
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(Decrease) in
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Percentage of

shares held (%)

2016 2017 in 2017
20.  Mr. Thiti Tantikulanan Capital Markets Business N/A - N/A -
Spouse and minor children Division Head N/A - N/A _
21.  Mr. Pachara Samalapa Senior Executive Vice President N/A - N/A -
Spouse and minor children N/A - N/A -
22.  Dr. Pipapong Poshyanonda Senior Executive Vice President N/A 35 N/A 0.000
Spouse and minor children N/A - N/A -
23.  Mr. Chongrak Rattanapian Executive Vice President - - - -
Spouse and minor children - - - -
24.  Ms. Wasana Surakit First Senior Vice President - - - -
Spouse and minor children - - - -
25.  Dr. Karin Boonlertvanich First Senior Vice President N/A - N/A -
Spouse and minor children N/A - N/A -
26.  Ms. Natcha Argasreog Financial Planning 220 220 0 0.000
Department Head
Spouse and minor children - - - -
27. Ms. Manasikan Pakdeesrisantikul Financial Accounting N/A 480 N/A 0.000
Management Department Head
Spouse and minor children N/A - N/A -

Note : N/A

Mr. Chanin Donavanik was appointed as Director on April 3, 2017. Hence, number of shares held as of December 31, 2016 are not applicable for comparison.

Mr. Thiti Tantikulanan was appointed to a position equivalent to Senior Executive Vice President on January 1, 2017. Hence, number of shares held as of December 31, 2016

are not applicable for comparison.

Mr. Patchara Samalapa was appointed as Senior Executive Vice President on January 1, 2017. Hence, number of shares held as of December 31, 2016 are not applicable for

comparison.

Dr. Pipatpong Poshyanonda was appointed as Senior Executive Vice President on October 1, 2017. Hence, number of shares held as of December 31, 2016 are not applicable for

comparison.

Dr. Karin Boonlertvanich was assigned to supervise the Financial Planning Department on January 1, 2017. Hence, number of shares held as of December 31, 2016 are not

applicable for comparison.

Ms. Manasikan Pakdeesrisantikul was appointed as Financial Accounting Management Department Head on October 1, 2017. Hence, number of shares held as of December 31, 2016

are not applicable for comparison
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10 percent or more of the total number of shares issued.

The following is a list of companies in which KASIKORNBANK made investments, in the form of shareholding of

Location Registered Paid-up Total Total Proportion
Name of Company of Type Capital Capital Number Number of Total Type of
Corporate of Business (Million (Million of Paid-up of Shares Held Share
Headquarters Baht) Baht) Shares" Shares Held" (%)
1. KASIKORN ASSET Bangkok Fund 135.77 135.77 27,154,274 27,154,274 100.00 Common
MANAGEMENT CO., LTD. Management Share
Tel. +662-6733999
Fax +662-6733988
2. KASIKORN RESEARCH Bangkok Service 10.00 10.00 100,000 100,000 100.00 Common
CENTER CO., LTD. Share
Tel. +662-2731144
Fax +662-2701235
3. KASIKORN SECURITIES PCL Bangkok Securities 501.00 500.01 100,001,877 99,996,096 99.99 Common
Tel. +662-6960000 Business Share
Fax +662-6960099
4. KASIKORN LEASING CO., LTD. Bangkok Auto Leasing 900.00 900.00 90,000,000 90,000,000 100.00 Common
Tel. +662-6969999 Share
Fax +662-6969966
5. KASIKORN FACTORY & Bangkok Equipment 160.00 160.00 1,600,000 1,600,000 100.00 Common
EQUIPMENT CO., LTD. Leasing Share
Tel. +662-2902900
Fax +662-2903000
6. KASIKORN TECHNOLOGY Nonthaburi Service 5.00 5.00 50,000 50,000 100.00 Common
GROUP SECRETARIAT CO., LTD. Share
Tel. +662-0081000
7. KASIKORN LABS CO., LTD. Nonthaburi Service 5.00 5.00 50,000 50,000 100.00 Common
Tel. +662-0081100 Share
8. KASIKORN SOFT CO., LTD. Nonthaburi Service 5.00 5.00 50,000 50,000 100.00 Common
Tel. +662-0082000 Share
9. KASIKORN PRO CO., LTD. Nonthaburi Service 5.00 5.00 50,000 50,000 100.00 Common
Tel. +662-0081500 Share
10. KASIKORN SERVE CO., LTD. Bangkok Service 10.00 10.00 100,000 100,000 100.00 Common
Tel. +662-0083700 Share
11. KASIKORN X CO., LTD. Nonthaburi Service 5.00 5.00 50,000 50,000 100.00 Common
Tel. +662-2220000 Share
12. Muang Thai Group Holding Co., Ltd. Bangkok Investment 458.66 458.66 45,865,949 11,925,147 26.00 Common
Tel. +662-2764859 in other Share
Fax +662-2764859 Companies
13. KASIKORNTHAI BANK LTD. Lao PDR Banking 1,216.49 1,216.49 30,000,000 27,000,000 90.00 Common
Tel. (856) (21) 410882 Share
Fax (856) (21) 410889
14. KASIKORNTHAI BANK China Banking 14,765.73 14,765.73 - - 100.00 Common
(CHINA) CO..Ltd.? Share
Tel. (86) (21) 5098 8862
Fax - (86) (21) 5098 8852
15. K-SME Venture Capital Co., Ltd. Bangkok Venture Capital 50.00 50.00 5,000,000 5,000,000 100.00 Common
Tel. +662-4701162 Share
Fax +662-5626465
16. BEACON VENTURE CAPITAL Nonthaburi Venture Capital 1,000.00 250.00 100,000,000 100,000,000 100.00 Common
COMPANY LIMITED Share
Tel. +662-2220000
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17. Phethai Asset Management Co., Ltd. Bangkok Asset 1,650.00 1,650.00 165,000,000 165,000,000 100.00 Common
Tel. +662-5626401-25 Management Share
Fax +662-2733171
18.  PROGRESS PLUS CO., LTD. Bangkok Sales of inventories 6.00 6.00 60,000 60,000 100.00 Common
Tel. +662-2252020 and/or service for Share
Fax +662-2252021 the Bank and related parties
19. PROGRESS APPRAISAL CO., LTD. Bangkok Service 5.00 5.00 5,000 5,000 100.00 Common
Tel. +662-2706900 Share
Fax +662-2785035
20. PROGRESS GUNPAI Bangkok Service 20.00 20.00 200,000 200,000 100.00 Common
SECURITY GUARD CO., LTD. Share
Tel. +662-2733900
Fax +662-9806265
21. PROGRESS MANAGEMENT Bangkok Service 20.00 6.00 60,000 60,000 100.00 Common
CO., LTD. Share
Tel. +662-2751880
Fax +662-2751889-91
22. PROGRESS FACILITIES Bangkok Service 5.00 5.00 50,000 50,000 100.00 Common
MANAGEMENT CO., LTD. Share
Tel. +662-2733288-91
Fax +662-2733292
23. PROGRESS SERVICE Bangkok Service 2.00 2.00 20,000 20,000 100.00 Common
SECURITY GUARD CO., LTD. Share
Tel. +662-2733293-4
Fax +662-2733292
24. PROGRESS STORAGE CO., LTD| Bangkok Service 3.00 3.00 30,000 30,000 100.00 Common
Tel. +662-2733833 Share
Fax +662-2714784
25. PROGRESS HR CO., LTD. Bangkok Service 1.00 1.00 10,000 10,000 100.00 Common
Tel. +662-2701070-8 Share
Fax +662-2701068-9
26. PROGRESS SERVICE Nonthaburi Service 4.00 4.00 40,000 40,000 100.00 Common
SUPPORT CO., LTD. Share
Tel. +662-4705420
Fax +662-8888882
27. PROGRESS COLLECTION CO., LTD. Bangkok Service 5.00 5.00 50,000 50,000 100.00 Common
Tel. +662-4705284 Share
Fax +662-4705288
28. PROGRESS TRAINING CO., LTD. Bangkok Service 1.70 1.70 17,000 17,000 100.00 Common
Tel. +662-4706273 Share
Fax +662-4703198
29. Processing Center Co., Ltd. Bangkok Service 50.00 50.00 500,000 150,000 30.00 Common
Tel. +662-2376330-4 Share
Fax +662-2376340
30. National ITMX Co.,Ltd. Nonthaburi Service 50.00 50.00 500,000 113,798 22.76 Common
Tel. +662-5587555 Share
31. Muangthai Holding Co., Ltd. Bangkok Investment in 456.00 456.00 45,600,000 4,560,000 10.00 Common
Tel. +662-6932729 other Companies Share
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32. SUPERNAP (Thailand) Bangkok Service 2,000.00 1,410.00 200,000,000 20,000,000 10.00 Common
Company Limited Share
Tel. +662-2648000
Fax +662-6572222
33. T S C Innovation Co., Ltd. Bangkok Telecommunications 300.00 170.99 30,000,000 3,000,000 10.00 Common
Tel. +662-6829700 Share
Fax +662-6829709
34. Palit Palangngan Co., Ltd. Bangkok Energy 1.00 1.00 10,000 1,000 10.00 Common
Tel. +662-7161600 & Utilities Share
Fax +662-7161488
35. Unitas Co., Ltd. Bangkok Land Rental 11.05 5.53 110,532 11,053 10.00 Common
Tel. +662-2626000 Share
Fax +662-2626354
36. Zin Suapah Co., Ltd. Bangkok Service 6.00 3.00 6,000 600 10.00 Common
Tel. +662-2212841 Share
Fax +662-2212841
Note: " Total number of paid-up shares and total number of shares held include common shares and preferred shares.

@ KASIKORNBANK (CHINA) COMPANY LIMITED (“KBank China”) does not specify the amount of shares. KBank China was estabished on Noverber 6, 2017. KBank China was transformed

Starbright Finance Co., Ltd and Bank’s foreign branches in People’s Republic of China, for business activities. Starbright Finance Co., Ltd is currently the liquidation.

6-7 General Information and Other Important Information




