Unofficial Translation
Courtesy of the Foreign Banks' Association
This translation is for the convenience of those damiliar with the Thai language.
Please refer to the Thai text for the official ver®n.

The Bank of Thailand
5 October 2005

To Managers
All Commercial Banks

No.: ForNorSor. (21) Wor. 1/2548 Re: Dispatch af Niotification of the Bank of
Thailand Re: Conducting Securities Business Caieepr as Securities
Brokerage, Securities Dealing or Securities Undiirvg of Investment Units

1. Rationale

To dispatch the Notification of the Bank of ThadaRe: Conducting Securities
Business Categorized as Securities Brokerage, @esurDealing or Securities
Underwriting of Investment Units dated 19 Septen#ti#5.

2. Royal Gazette Issue
General Issue, No. 122, Special Section 107 Ndated 28 September 2005

3. Scope of Application
Applicable to all commercial banks under the laweganing commercial banking
except international banking facilities

4. Essence of the Notification

41  To revoke the Notification of the Bank of Tlaaitl Re: Conducting
Securities Business Categorized as Securities Bagke Securities Dealing or Securities
Underwriting of Investment Units dated 25 March 200

4.2  To add stipulation related to investment irestment units of commercial
banks. Commercial banks conducting limited brokeradealing and underwriting
(LBDU) shall comply with criteria and procedures favesting in investment units as
stipulated by the Bank of Thailand.

5. Effective Date
This Notification shall be effective on the daylésling the date published in the
Royal Gazette onward.

" Exclude international banking facilities
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Yours sincerely,

(Mrs. Tongurai Limpiti)
Senior Director, Financial Institutions PoliGyoup
Governof”

Enclosed: Notification of the Bank of Thailand RBnducting Securities Business
Categorized as Securities Brokerage, Securitietiidear Securities
Underwriting of Investment Units dated 19 Septen#t§#)5

Financial Institutions Strategy Department
General inquiry related to the Notification Tel2883-6939, 0-2283-5834
Inquiry on Clause 4.4 Tel: 0-2283-5304, 0-2283-5303

Note [ ] The BOT will arrange a clarification mé®i on ... at ...
[X] No clarification meeting will be arranged.
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Notification of the Bank of Thailand
Re: Conducting Securities Business Categorizeceasriies Brokerage, Securities
Dealing or Securities Underwriting of Investmentitdn

1. Rationale

This Notification was issued with the objective lmbadening the scope of the
business of commercial banks related investmeris @md to enable commercial banks
which are selling-buying agents of investment utotsontinue as well as to observe the
criteria for approval and supervisory of the Offioé the Securities and Exchange
Commission (the Office of the SEC) in accordancthwhe Ministerial Regulation Re:
Permission to Conduct Securities Business Categbrias Securities Brokerage,
Securities Dealing or Securities Underwriting oféstment Units B.E. 2547.

The addition at this time ensues Clause 4.2.8 ofd@hNotification of the Bank
of Thailand dated 25 March 2005 stipulated that commercial banks conducting
securities business categorized as securities brolge, securities dealing or
securities underwriting of investment units (Limited Brokerage Dealing and
Underwriting: LBDU) shall continue to comply with the criteria and procedures for
investing in investment units as prescribed by th8ank of Thailand. At present it is
deemed appropriate to stipulate the said rules andprocedures to enable the
commercial banks conducting limited brokerage, deahg and underwriting to
consider investment in common shares, preferred shas and investment units
thoroughly and to invest within suitable ratio. However, for convenience, the
original Notification of the Bank of Thailand dated 25 March 2005 is revoked and
consolidated in the new Notification.

2. Statutory Power

By virtue of the provision under Section 9 bis bé tCommercial Banking Act
B.E. 2505 as amended by the Commercial Banking(Wot 2) B.E. 2522, the Bank of
Thailand hereby grants permission to commerciakbdan conduct limited brokerage,
dealing and underwriting in accordance to the pilesd provision herein.

3. Scope of Application
This Notification shall be applicable to all commiai banks under the law
governing commercial banking except the internatidranking facilities.

4. Contents

4.1  The Notification of the Bank of Thailand Re: Conduding Securities
Business Categorized as Securities Brokerage, Seiti#s Dealing or Securities
Underwriting of Investment Units dated 25 March 20® shall be revoked.

4.2  Principle
4.2.1 The Bank of Thailand grants permission to commeétagaks to
conduct limited brokerage, dealing and underwritimgler the regulations prescribed by
the Bank of Thailand. Such permission shall incladewing commercial banks to
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appoint natural persons approved by the Officehef 8EC as agents to sell or buy
investment units with the objective in broadenimg tscope of business related to
investment units. Commercial banks intending tooapindividuals as selling-buying
agents of investment units, should consider perswhe are knowledgeable, with
capability as well as having suitable qualificasoend who are without any prohibited
characteristics stipulated by the Office of the SEGrthermore, [the persons] must not
cause any detriment to the appointing commerciakfa

4.2.2 Commercial banks shall have operating systems ppat the
investment unit brokerage, dealing and underwritingctions in accordance to the
standards prescribed by the Office of the SEC,efample, system to accept selling-
buying orders, risk management and internal congggtems system for preventing
conflict of interests, system for listing of ultiteainvestors, system to segregate assets of
investors from those of the commercial bank, etc.

4.2.3 Commercial banks intending to conduct limited brake, dealing
and underwriting must possess risk managementrsgdfeat are enable to appropriately
assess, monitor and control risks; whereby thedoofdirectors of the commercial banks
shall establish the strategy, approve policiesratmmal plan, regulations and criteria
related to the undertaking of such business as aglhaving regular reviews. Senior
executives of the commercial banks must also estajguidelines for risk management
that are appropriate to the size, scope and corntyplekthe structure and investment of
the commercial banks. Moreover, the board of dirscand executives of the commercial
banks should oversee and manage such businessoirdance with this Notification such
that it would not become a venue to generate bssigain without regards to corporate
governance or to circumvent supervision of the autiles. For example, commercial
banks shall not, directly or indirectly, hold theajarity portion of or the entire
investment units in any mutual fund. Additionalligey shall not invest, incur contingent
liabilities or grant credit to any single persomotigh mutual fund in order to avoid
[compliance with] purchasing and holding share<apital funds ratio and the credit
granted, investment and contingent liability to grerson to capital funds ratio (Single
Lending Limit) as prescribed by the Bank of Thadlan

4.3  Criteria for Conducting Business
4.3.1 In this Notification,

“investment unit” shall mean investment unit undée law
governing securities and exchange;

“securities brokerage” shall mean acting as agentbuy/sell
securities under the law governing securities amuth@nge;

“securities dealing” shall mean trading of secastunder the law
governing securities and exchange;

“securities underwriting” shall mean distributing securities
under the law governing securities and exchange;

“debt instrument mutual fund” shall mean mutual fund with a
policy of investing in or maintaining of depositsdebt instruments, securities, other
assets, earnings by other methods stipulated by th@ffice of the Securities and
Exchange Commission in accordance with the Notifi¢eon of the Securities and
Exchange Commission Re: Criteria, Conditions and Rycedures for Establishing
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and Managing Mutual Fund, or mutual funds with investment policy similar to debt
instrument mutual fund.

“other type of mutual fund” shall mean mutual fund with a
policy of investing in or maintaining of securitiesor other assets or earnings by
other methods different from those of debt instrumat mutual funds as stipulated
by the Office of the Securities and Exchange Comngn.

4.3.2 The Bank of Thailand grants permission to commeértagaks to
conduct limited brokerage, dealing and underwritingaccordance to regulatiorier
conducting businessas stipulated im.3.3 to 4.3.7 and criteria and procedures for
investing in investment units as stipulated in 44 whereby they must have
qualifications and must comply with the followingpsilations.

1) Possessing good financial and operating standaigs,to set
full reserves, able to maintain ratio of capitabssets and contingent liabilities at no less
than the rate prescribed by the Bank of Thailasdyell as able to maintain any financial
ratio which the Bank of Thailand instructs undez@al circumstances.

2) Possessing, in writing, an operational plan anaextares to
support the limited brokerage, dealing and undeingibusiness that are approved by the
board of directors of the commercial bank to bézetil as operating guidelines and for
the examination of the Bank of Thailand. Such @hall contain, at the minimum, the
followings.

(1) Policies and procedures for conducting business,
whereby any addition or amendment to the polic@gserational plan and procedures
must receive approval from the board of directdrhe commercial bank.

(2) Details of the operating system for conducting bess
which shall cover the systems according to thegygfebusiness the commercial bank is
licensed to conduct by the Office of the SEC. Bameple,

(2.1) systems for analyzing and managing risk of
investment units, for determining ceiling for tradibook that reflects the risk that the
value of the investment unit shall vary with vasdactors such as fluctuation of interest
rates.

(2.2) systems for determining risk tolerance ceiling to
safeguard against loss, for monitoring and revigwoh the risk ceiling, for examining
and reporting outcomes to identify any conductediffg from the stipulated limits and
ceilings, Such systems shall include approval ekpxions fro temporarily exceeding the
risk ceiling, systems for data collection, for pmepg reports with details that are
beneficial to the monitoring, analysis and evaluatof the business performance for
reporting to the Bank of Thailand.

(2.3) systems for monitoring of the value changes of
the investment units and to make accounting recordscordance with the accounting
standards as well as for preparing reports of irean profit/loss incurred from the
investment unit trading.

(2.4) systems for accepting selling-buying orders,
confirmation and reconciliation of transactions,mghance systems, systems for
controlling operations related to the selling gguechase of investment units between the
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customers and commercial bank, system to prepane tiat of the ultimate investors and
system to segregate assets of investors from thfdabe commercial bank.

(2.5) systems for operations related to providing
services to customers and to oversee the inteoégstse investment customers such as
customer reception, receiving and submitting infation, evidential document or various
reports related to the mutual fund administratibandling of complaints, advisory
service, retention of customer’s information, sgsfer unit investors’ rights and benefits
administration, system for transparent and fawcation of investment units and system
for disclosure and effective data management, etc.

(2.6) any other systems that the Office of the SEC
may stipulate to support the conduct of the limibedkerage, dealing and underwriting
business.

(3) Personnel readiness in order to assume the
responsibilities of limited brokerage, dealing amterwriting of investment units by
having staff to handle the said specific dutieduding establishing office area clearly
separated from the areas for accepting depositdcairather services of the commercial
bank.

4.3.3 The commercial banks must administer strict comgkawith the
accounting standards, laws or other relevant réign& and must possess suitable
internal control systems in order to assess angbweto determine that their staff has
complied with the prescribed policies and proceslaed that the established process is
actually functional.

4.3.4 Regarding the calculation of risk weight of theestment units or
contingent liabilities for underwriting of the instnent units for maintaining capital
proportional to assets and contingent liabilitesnmercial banks shall comply with the
notification of the Bank of Thailand regarding dapimaintenance and regulations as
prescribed by the Bank of Thailand.

Capital maintained for the contingent liabilitiesnder the
underwriting for the selling of investment unitsr@gment shall commence on the date
which the commercial bank executes the underwriiggeement until the expiry date of
sale offer; where such contingent liabilities shafive a credit conversion factor
equivalent to that of contingent liabilities forderwriting of instruments or securities as
prescribed by the Bank of Thailand.

4.3.5 Commercial banks must set reserves for the differeri the book
value that is higher than the fair value or thekbwealue derived from the net asset value
in accordance with the notification of the Bank Tfailand regarding worthless or
irrecoverable and doubtful assets which may beMeass or irrecoverable of commercial
banks.

4.3.6 Commercial banks intending to conduct limited brake, dealing
and underwriting business must be licensed by tifieeOof the SEC in accordance with
the Ministerial Regulation regarding Permission @onduct Securities Business
Categorized as Securities Brokerage, Securitiediideand Securities Underwriting of
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Investment Units B.E. 2547 and as amended. The eoiah banks shall conduct only
the type of securities business it is licensed.

4.3.7 Commercial banks licensed to conduct limited braget dealing
and underwriting business may appoint natural persapproved by the Office of the
SEC as agents in selling or buying investment units

4.3.8 The Bank of Thailand is empowered to suspend ookewvthe
permission to conduct limited brokerage, dealing anderwriting in the following cases.
1) The commercial bank violates or neglects to comypti the
criteria, procedures and conditions prescribechieyBank of Thailand.
2) Other cases that the Bank of Thailand deems harnofthe
safety or well-being of the public.

4.3.9 The Bank of Thailand may add or amend the critgpgtacedures
and conditions. With which commercial banks shalinply, that are related with the
conduct of the limited brokerage, dealing and uwdéng business as deemed
appropriate.

4.4 Criteria and Procedures for Investing in Invesinent Units
Commercial banks conducting limited brokerage, idgal and
underwriting business shall comply with the follogi criteria and procedures for
investing in investment units.

4.4.1 Purchasing or holding investment units of each mutal fund
Commercial banks shall not purchase or hold investent units
of each mutual fund regardless of purchasing or olatining from inside or outside
the Stock Exchange or the securities exchange cente excess of the following
prescribed ratios.

(1) Commercial banks shall not purchase or hold investent
units of debt instrument mutual fund in excess of @ percent of all distributed
investment units of such debt instrument mutual fudl.

(2) Commercial banks shall not purchase or hold investent
units of other types of mutual funds, with the exgation of debt instrument mutual
fund under (1), in excess of 10 percent of all disbuted investment units of such
mutual fund.

The ratio of the purchase or holding of investmentunits in
each fund does not apply to the purchase or acquigin of mutual funds that the
commercial bank invests on the date that this Notitation is effective_excepwhere
the mutual fund issues additional investment unitsubsequent to the effective date
of this Notification. Then the commercial bank shdl not additionally purchase or
hold investment units of the debt instrument mutualfund or other type of mutual
funds in excess of 20 percent or 10 percent of tlagstributed investment units of the
debt instrument mutual fund or other type of mutual funds respectively.

BOT Notification No 1-2548 (05-10-05).doc Page 7 of 8



4.4.2 Purchasing or holding common shares, preferred shas or
investment units of mutual fund in proportion to the capital of commercial bank

Commercial banks shall not purchase or hold commoshares,
preferred shares or investment units of mutual fund regardless of purchasing or
obtaining from inside or outside the Stock Exchanger securities exchange center in
excess of 30 percent of their total capital funds.

Commercial banks, in purchasing, acquiring commonshares
and preferred shares, must comply with the regulatins of the Bank of Thailand re:
Prescription on Purchasing or Holding Shares at a\ggregate Value in proportion
to Capital Funds and the letter of the Bank of Thdand Re: Amendment of the
Regulations Pertaining to Purchasing or Holding ofShares of a Limited Company
in Exceeding the Rate Prescribed by Law.

4.4.3 Exempted Mutual Funds that are being excluded in daulating

the proportion under 4.4.1 and 4.4.2
Mutual funds established under the policy of authoity or

having the objective of revitalizing the economy agh the financial institution system
that are excluded in calculating the proportion urder 4.4.1 and 4.4.2, are Vayupak
Fund, Property Fund for resolving Financial Institution problems (Fund 2), Mutual
Fund for resolving Financial Institution problems (Fund 3), Property and Loan
Fund (Fund 4) and Asian Bond Fund (ABF).

4.4.4 Temporary relaxation
In case where the stipulation under 4.4.2 causingpmmercial

bank to have the proportion of purchase or holdingof common shares, preferred
shares or investment units of mutual funds exceedin30 percent of its capital funds,
the Bank of Thailand shall consider granting tempoary relaxation on a case by case
basis. Commercial banks intending to request for aelaxation shall submit an action
plan or procedure to reduce the said proportion sule that it will comply with the
prescribed proportion within 2 years from the effedive date of this Notification.

Commercial bank shall submit the said action plan o procedure to
the Bank of Thailand within 90 days from the effeawve date of this Notification.

5. Effective Date
This Notification shall be effective on the daylésling the date published in the
Royal Gazette onward.

Given on 19 September 2005

(Mrs. Tarisa Watanagase)
Deputy Governor, Financial Institution Stability
Governof®
The Bank of Thailand
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