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Message from the Board of Directors

To The Shareholders

Our performance is evident. 2005 seen as growth year by a revenue from the Company’s continuous
business expansion. Total revenues for 2005 increased over 18 percent, or THB420.5 million, from 2004,
totaled THB 2,764.7 million. Just as important as our accomplishments of the past year, however, are the
steps we took to ensure our continued strong performance both in Cash patient and those patients under
the government’s healthcare schemes. Toward that end, we found increasing numbers of in-patient under
the government’s 30-Baht Universal Coverage Scheme in 2005, especially those severe-diseased patients
who required high operating costs. This results 11% decrease in the Company’s Net Profit, or THB 31.7
million, from 2004 to THB249.0 million.

With an increasing operating expenses, the Company revised a policy for those in-patient covered under
the 30-Baht Universal Coverage Scheme reimbursement package, from previously based on revenue per

insured patient, to be based on degrees of disease severity.

One important result of our strong growth in revenue derived from our increased budget figures for fiscal
year 2006 (Oct 1, 2005 - Sep 30, 2006) at 18%; and increased a reimbursable maternity coverage, thus
reflected by our Fourth Quarter Net Profit at THB89.9 million, a 69.3 per cent increase from the previous

3 Quarters Net Profit average.

Reflecting our commitment to the continued revenue growth for 2006, the Company has emphasis on
developing efficient services to customers from every category, paving the way for becoming a Secondary
Care health care provider, enhancing resources capabilities and skills for the best-in-class service
excellence, including administrative process developing and expenditures controlling. Those have been
carried out under the quality-control systems Hospital Accreditation and ISO standard to ensure a solid

business performance growth.

We are entering 2006 in a healthy financial and business conditions, It is evident that the Company has
started a correction from the extraordinary growth of recent years to a much more modest rate. By
working to realize this vision, we look forward to producing continued value for our shareholders,
customers and associates. We thank our valuable customers and shareholders, for placing your trust in us.
And of course, special thanks to our Management, Physicians, and all dedicated staff members for their

strong commitment to achieving our goals.

W/ & Aa/awy J‘%«m/s/mmbé

Mr. Anant Asavabhokhin Mr. Chalerm Harnphanich, M.D.

Chairman of the Board Chief Executive Officer
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Report from the Audit Committee

To The Shareholders

The Board of Directors Meeting of Bangkok Chain Hospital Public
Company Limited passed resolutions appointing the Audit Committee,

consisting of three Independent Directors as follows :

Dr.Virach Aphimeteetamrong, Chairman of the Audit Committee, Mr.Siripong
Sombatsiri, Member of the Audit Committee, and Mr.Piphob Veraphong,
Member of the Audit Committee. The Audit Committee has the scope of
duties and responsibilities to overseeing the Company’s Financial Reports in
compliance with the General Accepted Accounting Principles and Standards,
to ensure the Company an adequate and effective internal control system
which follow all the relevant regulations and laws; and does not engage in
any activities that may lead to a conflict of interests between the Company
and relevant persons. In 2005, the Audit Committee held five meetings to

conduct the significant matters as follows :

1. Review the accuracy and sufficiency of the Company’s financial
reports, to ensure adequacy and effectiveness of the Company’s
internal audit and internal control system, to ensure the Company’s
compliance with related laws and regulations, to ensure sufficient

transparency of the Company’s disclosure.

2. Review, investigate and oversee the Company to follow the laws and
regulations, including the regulations of the Company and relevant

government agencies.

& Review an annual internal auditing plan and assess the internal control

system adequacy, together with internal auditor.

4, Review of the disclosure of the transactions with related parties or

other transactions which may involve conflict of interest.

5% Consider and select the auditor as well as audit fees for the year 2005
in order to propose to the Board of Directors and shareholder meeting

for approval.

The Audit Committee has reviewed the Company’s operations and believes

that the Company’s internal control system is adequate and appropriate. It is

U N W\VWE—, the opinion of the Committee that the Company’s financial statements are

presented fairly in accordance with generally accepted accounting principles

(Dr.Virach Aphimeteetamrong) . .
and sufficiently disclosed.

Chairman of the Audit Committee
23 February 2006
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General Information

Overall Business

Bangkok Chain Hospital Public Company Limited Annual Report 2005

The Company operates three private hospitals and invested in three subsidiaries which also operate

private hospitals and invested in the other two companies.

Shareholders Structure of the Company as at December 31, 2005

Operate

Iéangkok Chain Hospital Public Company Limited

Kasemrad Bangkae

Kasemrad Prachachuen and

Kasemrad Sukhapibal 3

Rattanatibeth General Hospital Co.,Ltd.

Operate Kasemrad Rattanatibeth

Saraburi Wetchakit Co.,Ltd.

Operate Kasemrad Saraburi

Sriburin Medical Co.,Ltd.

Operate Kasemrad Sriburin

69.02%

59.92%| 5.0%

Siam Medicare Co.,Ltd.

Medicine Producer

41.47%| 0.3%

Thai Herb Products Co.,Ltd.
Thai Herb Producer

Details of the Company and the Subsidiary Companies

Company

Share Capital

Hospitals

Operate Date

Bangkok Chain Hospital
Public Company Limited

950 Million Baht

Kasemrad Bangkae
Kasemrad Prachachuen

Kasemrad Sukhapibal 3

August 8, 1984
July 15, 1997
September 26, 2000

Rattanatibeth General
Hospital Co., Ltd.

300 Million Baht

Kasemrad Rattanatibeth

February 15, 1993

Saraburi Wetchakit Co., Ltd.

321 Million Baht

Kasemrad Saraburi

January 1, 1996

Sriburin Medical Co., Ltd.

170 Million Baht

Kasemrad Sriburin

January 10, 1993
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Name, Address and Contact Number of Each Branch

Bangkok Chain Hospital Kasemrad Bangkae Hospital

Public Company Limited 240/24-25 Moo 1 Petchakasem Road, Bang-Kae,
Bangkok 10160
Tel. 0-2455-0110, 0-2804-8959 Fax 0-2454-1914

Bangkok Chain Hospital Kasemrad Prachachuen Hospital

Public Company Limited 950 Prachachuen Road, Bangsue, Bangkok 10800
Tel. (66)-2910-1600 Fax (66)-2910-1517

Bangkok Chain Hospital Kasemrad Sukhapibal 3 Hospital

Public Company Limited 58/19-21 Moo 3 Sukhapibal3 Road, Sapansoong,
Bangkok 10260
Tel. (66)-2729-3000 Fax (66)-2729-5050

Rattanatibeth General Hospital Kasemrad Rattanatibeth Hospital

Company Limited 60 Moo 6 Sao-Thong-Hin District, Bang-Yai,
Nonthaburi 10140
Tel. (66)-2594-0020 Fax (66)-2594-0067

Saraburi Wetchakit Company Limited Kasemrad Saraburi Hospital

2/22 Mitraparb Road, Park-prew District, Muang,
Saraburi 18000
Tel. (660)-36315-555 Fax (660)-36315-501
Sriburin Medical Company Limited Kasemrad Sriburin Hospital
111/5 Moo 13 Sun-sai District, Muang, Chiangrai 57000
Tel. (660)-53910-999 Fax (660)-53717-938
Head Office Bangkok Chain Hospital Public Company Limited
950 Prachachuen Road, Bangsue, Bangkok 10800
Tel. (66)-2910-1600, Fax (66)-2910-1517

Homepage : www.kasemrad.co.th

Share Registrar Thailand Securities Depository Co., Ltd.
4, 6-7th Floors, The Stock Exchange of Thailand Building,
62 Ratchadapisek Road, Klongtoey, Bangkok 10110
Tel. (66)-2229-2800, (66)-2654-5599, Fax (66)-2359-1262-3
Auditor KPMG Phoomchai Audit Ltd.
195 Empire Tower, South Sathorn Rd. Yannawa,
Sathorn, Bangkok 10120
Tel. (66)-2677-2000, Fax (66)-2677-2220-3
Legal Advisor The Legalist Law Office Co., Ltd.
56/12 Soi Phattamon1, Ramkamhang Rd.
(Sukhapibal3), Huamark, Bangkapi, Bangkok 10240
Tel. (66)-2735-2976-80, Fax (66)-2735-2981
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4,053,233
676,069
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248,982
0.26

1.08
1.00
9.28
39
23.91
15
11.99
30
24

30.25
114.09
8.91
11.38
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0.69

0.62
12.39
0.93
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0.98
10.99
33
2410
15
12.21
29
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11.74
2242
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0.75
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0.32
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613,028
2,771,400
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2,083,607
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0.43
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0.47
11.51
31
25.79
14
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29
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95.58
12.63
99.36

14.21
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7.05
422
0.48
0.00




Bangkok Chain Hospital Public Company Limited Annual Report 2005

Comparison of Financial Data for 3 years
(in Thousand Baht)

2005 2004 2003
Financial Statements
Current Assets 727,246 622,364 341,311
Total Assets 4,053,233 4,023,736 3,446,092
Current Liabilities 676,069 570,932 613,028
Total Liabilities 1,412,113 1,571,835 2,771,400
Issued and Paid up Share Capital 950,000 950,000 610,000
Shareholders’ Equity 2,266,091 2,111,293 392,828
Revenues from Patient Services 2,764,685 2,344,153 2,021,104
Total Revenues 2,795,476 2,390,974 2,083,607
Net Profit 248,982 280,723 263,156
Basic Earnings per Share (Baht) 0.26 0.39 0.43
Highlight Financial Ratios
Liquidity Ratios
Current Ratio (Times) 1.08 1.09 0.56
Quick Ratio (Times) 1.00 0.98 0.47
Accounts Receivable Turnover (Times) 9.28 10.99 11.51
Average Collection Period (Days) 39 88 31
Inventory Turnover (Times) 23.91 2410 25.79
Average Sale Period (Days) 15 15 14
Accounts Payable Turnover (Times) 11.99 12.21 12.37
Average Payment Period (Days) 30 29 29
Cash Cycle (Days) 24 19 16
Profitability Ratios
Gross Profit Margin (%) 30.25 32.83 34.77
Operating Profit Margin (%) 114.09 97.75 95.58
Net Profit Margin (%) 8.91 11.74 12.63
Return on Equity (%) 11.38 2242 99.36
Efficiency Ratios
Return on Assets (%) 12.99 13.84 14.21
Total Assets Turnover (Times) 0.69 0.64 0.59
Financial Ratios
Debt to Equity Ratio (Times) 0.62 0.75 7.05
Interest Coverage Ratio (Times) 12.39 6.68 422
Commitment Coverage Ratio (Times) 0.93 0.32 0.48

Dividend Payout Ratio (%) 76.92 0.00 0.00
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Business Overview

Service Capacity
License Beds for Patients

All six hospitals under Kasemrad group have number of license beds as shown :

Hospitals Out Patients In Patients
No. of Exam Rooms License Beds Active Beds
Kasemrad Bangkae 500 200
Kasemrad Prachachuen 300 200
Kasemrad Sukhapibal 3 100 60
Kasemrad Rattanatibeth 400 100
Kasemrad Saraburi 200 80
Kasemrad Sriburin 120 100
Total 235 1,620 740

Business Limit
The Company has a limit for a public advertisement as regulated under the Advertisement
Regulations for Health Care Provider B.E. 2541.

Inpatients Service

700 T 89% + 100%

T 90%
T 80%
+ 70%
T 60%
T 90%
T 40%
T 30%
T 20%
T 10%
0%

600 T
500 T

400 +
300 T
200 T

100 1

2002 2003 2004 2005

[ Average inpatients Per Day (Head)
—&— Average Service Rate (Percent)

Average inpatients per day included general patients and government scheme patients

Number of active beds is 740 beds
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Outpatients Service
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Average outpatients per day included general patients and government scheme patients

Service capacity per day = number of exam room X average number of outpatients per day
As at December 31, 2005 has 235 exam rooms (2003 had 203 rooms, 2004 had 235 rooms)
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Nature of Business

1.

Operate Business as a Group of Hospitals and Seek Alliances for Service Efficiency

- Operate business as a Group of hospitals. Six large-size hospitals serve all types of
customers both in Bangkok and up-country. The hospitals in the Group will refer patients to
their network’s referral base

- The Company has 50-60 allied hospitals nationwide. The allied hospitals (main contractors
of Social Security Department and National Health Insurance) can refer patients who are
under social security and universal coverage schemes for a treatment, diagnosis, or have
their Cardiac treatment and Chemo Therapy treatment which opens in October 2005 at
Kasemrad Hospital Prachachuen who is their Supra Contractor. The Kasemrad Hospital
Prachachuen will give exclusive rates to its network. Under Prachachuen Branch facilities,
patients can undergo treatment or surgery quickly. The network helps increasing revenue
from treatment of referrals and the Contractor can have a full utilization of equipments and
facilities

- The Company appointed about 240 social security network clinics domestically. The patients
under the scheme of the Group can select any clinic as their primary care. The Company has
established community-base care clinics in Bangkok. Patients under universal coverage scheme
can select community-base clinic for their treatment at their convenience. For further treatment
unavailable at a community, the network clinic will refer patients to any hospital in the Group.
Having make contracts with social security and community-base clinics, patient can easily

access to options of treatment. The hospitals can operate at a lower cost

Revenue from Various Types of Customer and Regular Earning from the Social Security Scheme
Fund and Universal Coverage Scheme

Since the Company provides services to various types of customer both the cash-basis and the
government-scheme basis, it has a strong income base and regular revenue earning from social
security fund scheme participation and universal coverage scheme. The schemes are compulsory
by law and regulations. Office of Social Security and National Universal Coverage Office are
responsible for the expenses of patients. Future change in economic structure will have a minimal
effect to the incomes of both schemes. In addition, the Company has prepared space for services
to each type of customers as appropriate for their most convenience. Having more customers
means that the Company can utilize more resources and facilities such as physicians, nurses,

operation staff, medical equipments and hospital beds.
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3. Supply Chain and Inventory Management
As a Group of hospitals, the Company enjoys the economy of scale’s inventory management
advantage through the central purchasing unit for materials, medicines, and medical equipments.
The large purchased volumes attributes to negotiation power for prices and payment periods. An
average discount percentage’s margin is 8-10% higher than a regular purchase individually. From
the practice policies, the Company will borrow medical equipments, materials, blood or parts of
blood between hospitals. The best practices help effective logistic and reduce materials expiration

issues.

4. Management and Administration
The Company is being run under the Group of hospitals’ management policy to share the same
objectives, using experiences each hospital branch has to enhancing the operations. The top
management of the Company also has crucial roles in a national health care administrative level,
and works as a Secretary General of the Private Hospitals Association. These are a well-rounded
hospital management capability contributing up-to-date health care competition for economy and
society. The changes of environment such as Social Security Act B.E. 2535 or universal coverage
care in 2001; and the re-brand marketing strategy have all been in place to boost the Company’s

growth.

Nature of Customers

1 General Patients (Cash-base Patients)

1.1 General customers: they are patients who decide to choose hospital by themselves and are
fully and individually responsible for their expenses. They are health conscious with a focus
on good health. The hospitals provide add-value packaged services to them such as health
check-up, usage of technical equipments for diagnosis and treatment

12 Corporate contract groups, such as office employees or officers in other sectors who are
under contract with the hospitals for their health coverage are kept intact. This may include
employees’ family who use hospitals service under a specific condition, or clients of
insurance firms who are covered under their agreement terms with the insurance company,
including treatment covered by the government’s third-party insurance. Most of them will
advise the hospitals to settle payment with their contracted corporate under specific terms

13 Compensation Fund scheme group is a service to the companies’ employees or factory
employees. Under conditions of compensation funds, Hospitals will proceed the expense

claims to compensation fund. Most of the cases are from accidents at workplace.
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Government Scheme’s Customer Group

2.1 A Group of Social Security Scheme fund: this group consists of employees whose earns are
monthly deducted into Social Security Fund. They can select their preferred treatment place
by terms and conditions without medical expenses, as prescribed in Social Security Act
B.E. 2535 under financial coverage for medical services and treatment of Social Security
Office, Ministry of Labour. In addition, the Company determines that Kasemrad Hospital
Prachachuen is a Supra Contractor for a treatment, diagnosis, or have Cardiac treatment
and Chemo Therapy treatment of the other hospitals under social security scheme. At
present, the hospitals who are the member of referred base scheme have more than 50-60
hospitals throughout the country in which Office of Social Security, Ministry of Labour is
responsible for medical expenses of the patients under social security scheme by lum-sum
payment based on the number of patients who selected the hospital

22 A Group of Universal Coverage Scheme (30 Baht) is a service subsidized by government to
Thai citizen by their residence area under financial coverage for medical service packages
of National Health Insurance Office, Ministry of Public Health to the hospitals by which the
hospitals under this scheme can choose to receive based on the number of residents in
each hospital service areas or receive based on medical treatments of the patients.
Currently, there are three hospitals; Kasemrad Hospital Bangkae, Prachachuen and Sukhapibal

3 to serve for these patients.

Since the hospitals’ groups are varied, each group has their own type of needs. The
hospitals are complied with different needs. Differentiation means growth in the numbers of

each group of customers.

Competitive Condition in Health Care Industry

1.

Competitors

The competitors of each branch of Kasemrad Hospitals are the hospitals who located in the
adjacent or same areas in approximate of 20 kilometers, including some hospitals who located in
different areas but the patients rely on. However, the Group of hospitals has advantages among
competitors because (1) It has experienced and specialized medical professionals recognized
worldwide (2) It has varieties of medical services and continually diversify services besides a
full-range conventional health services (3) It has been fully equipped with instruments and
sufficiency of beds for both OPD and IPD patients. The environment is hygienic, nice, decorative,
and well-managed in facilities (4) It is located in community areas with an easy access, hence
attracts physicians and medical professionals to join the team (5) It has reasonable pricing
structures suitable for levels of income of targeted customers, and remains competitive among
other private hospitals in the areas (6) It has a solid structure as Group of hospitals that cover
services to patients in other areas beyond. Patients can choose their services at their convenience.

Industrial Trend and Competition
From a continuing development of economy of Thailand, the average per capita income has in
effect increased. Thais become aware of their health and their living condition. Consumers’

behaviour has shifted to a more health-oriented approach, generating higher revenue in the sector

21
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which requirements are beyond just a common sickness treatment. Products focus is everything to
private hospital, in particular those large-size ones and their network due to ability to quickly

respond needs of various kinds of customers.

Whereas the government hospitals remain limited in numbers, market demands do not match
available services, partly due to constraints in budgets and in resources. Since 1972, the govern-
ment has supported private sector to participate in health services. Those in the sector will be
exempted from or granted reduction their tax liabilities or other import taxes for certain necessary
medical equipments. This opportunity secured a growth of private hospitals to supply the public’s
needs. Nonetheless in 1988, the government halted their health service investment promotion in the
capital city. Instead, it promoted the up-country and metropolitan areas in order to decentralize

health care nationwide.

Competition among private hospitals has become a competition between groups since there have
been more merger and acquisition or network building to reduce cost of funds and expenses to
strengthen the competitive edge. It is expected that liberalization in health service is on the way.
The merged ones or the allies are seeking ways to safeguard any foreign acquisition. Private
hospitals share vision to have Thailand as a Medical Hub of Asia - under the present government’s
policy. Also a part of competition is to diversify types of service so allies can cover wider customer

base and get more market share.

Despite of limit advertisement by regulations from the Committee on Professional Ethics, private
hospitals gradually voice their presence through public media to acquire customers both from

competitors and from general new customers.

Limit of Business Operation for Private Hospitals

Numbers of expertise in medical profession who are widely recognized are not sufficient to public
demands. Each private hospital is competing on the incentives issue, which make a higher cost of
funds. This high cost of funds is considered a major cause to limit business operation for private
hospitals at present.

Business operation for private hospital required high capital investment, particularly the purchase
and maintenance of medical equipments and efficient cash flow in medicine and disposable items.
Financial planning is therefore crucial for the management to run its operation undeterred.
Consumer behaviour at a critical stage is receptive to experienced individual physician and names
than other factors. Newly established hospitals will take longer time to make their names known to
public and their quality of service recognized.

Laws under National Public Health system Change rapidly.

A public advertisement under the Advertisement Regulations for Health Care Provider B.E. 2541

Medical Council’s regulations

23
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Risk Factors

Risk from Regulatory Changes on Managed Care Programs

Year 2005, KH earns its sales from managed care services, which include Social Security Scheme
(SSS) and National Health Security Scheme (NHSS), or approximately to 40 percent of total sales.
Regulatory changes on managed care programs could affect the Company’s business operation.
However, the trend of health care system tends to change in better way for service providers,
which there are an increase in medical treatment budget and patients’ rights as a result of higher
quality services. The management has closely followed the changes and actively participated on
the policy setting. In addition, the management is the member of the Social Security Office (SSO),
the National Health Security Scheme (NHSS), the Committee of Public Health, Senate, Co-operate
Committee for universal coverage development, Counselor of Labor Committee of Parliament and
Committee of car accident protection, Insurance Department, Ministry of Commerce. Furthermore,
KH has a policy to control the expenditures and assess the progress of the above projects

continually.

Risk from Competition in Private Hospital Industry

The hospital business slightly increases in competition mainly due to the quality improvement
and pricing strategy of existing hospitals. In order to capture the market, KH has set up
specialized tertiary centers (Excellent center) to provide full medical services and to launch new
services to increase the ability in competition and also build new points of sale in every branch
of hospitals. As a chain hospital, KH also benefits from cost effective procurement and resource

pooling.

Risk from Shortage of Medical Staffs

The Company’s business operations are based on experienced and well-trained medical team
including physician, pharmacist, nurse and other specialties. The severe competition of hospital
business of both private and public hospitals resulted to the shortage of medical staff.

However, KH has a lot of experienced medical staffs which sufficient to service the patients and
never encounter the shortage situation. To retain its physicians and staff, KH provides competitive
remuneration packages and suitable employees’ welfare in order to compete with other
competitors. Moreover, the Company offers the opportunity to its employees for management
participation and training programs to enhance new knowledge and to make employees feel that

they are a part of business growth.
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Management Structure and Details of Directors and

Management

Major Shareholders as at December 30, 2005

Name lists of major shareholders and portion of share holding as shown in shareholder registered

book present as follows:

Major Shareholders Number Percentage
of Share

1. Mr.Chalerm Harnphanich 309,899,999 32.62%

2. Land and Houses Public Company Limited 245,000,000 25.79%

&, Mrs.Somporn Harnphanich 68,552,800 7.22%

4. Phatra Securities Public Company Limited 30,094,500 3.17%

8, Thai N.V.D.R. Company Limited 28,523,100 3.00%

6. UBS SECURITIES LLC-HFS CUSTOMER SEGREGATED ACCOUNT 11,786,500 1.24%

7. Ayudhaya Alliances C.P. Insurance Public Company Limited 10,498,600 1.11%

8. Mr.Vichai Mitrsantisuk 7,500,100 0.79%
€l EGAT Provident Fund by ING (Thailand)

Securities Company Limited 7,071,200 0.74%

10. Ms.Pornluk Harnphanich 6,859,500 0.72%

Total 725,786,299 76.40%
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Management Structure

Board of Directors’ Structure

The Company’s management structure consists of 4 groups: Board of Directors, Audit Committee, Remu-

neration Sub-Committee and Management Committee.

Board of Directors

Board of Directors and Audit Committee have 8 persons as follows :

1. Mr.Anant Asavabhokhin Chairman of the Board

2. Mr.Chalerm Harnphanich, M.D. Director

3. Asst.Prof.Somporn  Harnphanich, M.D. Director

4. Mr.Paiboon Nakosiri Director

5. Mrs.Panita Sathornsantikul Director

6. Dr.Virach Aphimeteetamrong Director and Chairman of Audit Committee
7. Mr.Siripong Sombatsiri Director and Audit Committee

8. Mr.Piphob Veraphong Director and Audit Committee

Directors who Have Authorization upon the Company’s Affidavit are as follows :

Directors who have authorization to sign consist of Mr.Anant Asavabhokhin or Mr.Paiboon Nakosiri
sign together with Mr.Chalerm Harnphanich or Mrs.Somporn Harnphanich, for two persons and

have the Company’s seal.

The Scope of Authorities and Responsibhilities of the Company’s Directors

The Company’s Directors exercise their authority and have their responsibility to manage in

accordance with the Company’s objectives, regulations, and consents from the shareholders’

meeting i.e. with integrity, and with a reserved good faith in the Company’s benefits. The scopes

are as follows:

(1) The Shareholder Meeting is an annual regular meeting held within 4 months from the end of
the Company’s accounting period

2) The Director Meeting shall be held at least once every three months

(3) The Company’s Financial Statements and the Balance Sheet are made at the end of the
Company’s accounting period, of which the auditors have made an audition, and subse
quently presented at the shareholder’'s meeting for further approval

(4) The Board of Director may authorize a Director or Directors, or other individuals to act on
their behalf under their supervision, or authorize such individuals as appropriate within a
specific period of time, or shall cancel or amend their given authority as appropriate.

The Board of Director may conjure to authorize the Management Committee to carry out the
task with the authorization details in area extended to or limited in the scope of authority of
the Committee. Such authority is, however, not enabling the Management Committee to

consider or approve any issue that the Committee or any individual that may investigate a



30

F1e9uLlezantl 2548 13N Lhanan U 88 Tnea 910R @)

AulaviduuSemy vSauSimdas EmﬁuLﬂumim‘gﬁﬁiwmiﬁLﬂulﬂmwquﬂUWEJLLazﬁé’nmmﬁ
ﬁﬂmtﬂﬁumiﬁmsmLLataqﬁﬁHLtéa

G)  twuadveng wuane wleuns LHUULasIUYSE NN DS EN AWANANUYUANITUINT

o a v & aV v @ i a o 1

wazNIIAN1IIBANENIINNsUs Ul maulaueflasuueuvaneg  CuusluEaesslydl

CY

auznssunafisaldsunfouiianniidssadiedudiounmsdniunms suldud Seeiingranerimue

q
v '

Tﬁﬁaﬂﬁ%’uuﬁagﬁ’ﬁmnﬁﬂizquﬁﬁawu LU MIENNU NSRANU MIeBNvU nsevisalaufanis

U 9
POIUSENIIRNAKIBLN IUN °1ﬁ’m°[ﬁuﬁmm§u n3anstandasulaufanisvesusemduniuees

<

u3En nsuiflamls “audannt usviadetedy (Hudu
wenanil anznssnsieizeuaviilumsfivgualuisnufoRnungranedidenanning

o &

WRTARIANANNSNG FarvuaTeInaIndaNSNS a1l NvinTensRnET e kAN EenSe

a o o 6 Y o 6

gemng “ui Wmungunasivsseaandnnindwissemalnevdengmaneiiisadiseiugshiaves
UIENY

6)  fasanlase Fensudmseau LAYRIATIENTINNSUEMNT Usesmudminfiusms wasanznTssns
BumuAnamNIg W

fannnani1seiuu i dulymuunusuazsulssinuptvsiaiag

—
S
-

@)  n3sunsazdaalivsznaufanisdull nwetaidpaiunasidunisudeiuiufanisoeuisny
viadduiu wluiedu w iy viadugu 'au‘lsiai’wﬁ’ﬂmw%’uﬁmﬂluﬁwﬁu IR
wiadunssuniszesuisviensy visudsvndufivsznauian1ssull amwedhadeaiu wazifu

v a

MsudsturuAanIszasusEmlaidnassiieyssleminuniaieysslomifgdy  uudaylFudala

U
Mszyaifoviunsnuneunazlufusens

©  nssumsdesudslindime nswlaglidndr windl uld “wlaidnlasasendalasdonu “yan
fiudsny i vedevunievdnnindduiinduvioanasluuisny visuiinluaie

ANUENSSUNISASID dU
AMENTINMTATIY DU U 3 vIU Usznaudiae

(1) a3. 35% pALNE5159 1J9¢571UNTINNNIATI DY
(2) WeRsIwe NURAS N9I8N1IA9 DU
(3) WBNAW Fazwes N93NNNTATI DY

YOUIINSUNONUINAUENSSUNISASID U

ANIZNTTNNNTATIY Bufizauinn wifl uazANuUAATEY muilldfuNUMANEIINANLNTINNT 58

M ITBURaANENTINNT fosaluil

(1) ﬂ‘]JVI’]uIﬁ‘]J%ﬂ’VIﬁﬂ’lﬁ’lEJ\‘l’]‘LW]’]\‘]ﬂ’]iLauﬂEi’]dgﬂ(?l'ﬂ\‘lLLﬂzLﬂﬂLWﬂaEi’NL‘ﬁﬂ\‘l‘wa Tasnsuse U
g auﬁ’nﬁmﬂuanLLa:ﬁu%msﬁ%’uﬁmaua‘i’ﬂv‘mwﬂmumomiﬁuﬁu’oaw\lmm waryszand
AMZNTINNINTIT aup1aL weuusliy eudnd eununiensn susenislag fuda iy
uaztuidas dnluseniemiansn sutiudoesussng Ald

@) sumulivssns Iszuumamuaumeluuazn1snga sumeluiiemumaing uasiiss “niwa
Tar sumusaniug sudyBasusnuas§asiy sunelu

©) sumumstiivesuisne Thdulumungraneidenanninduazaaiandnning defmun
yaenmandnning vienguaneiiieadeeiugsiavesuiime



Bangkok Chain Hospital Public Company Limited Annual Report 2005

conflict of interest to the Company or its subsidiaries, unless it is an issue approved under
policy or rules that have already been considered and approved by the Board

(5) The Directors shall make the Company’s objective, projection, policy, plan, and budgets.
They supervise the management and administration of the Management Committee to
ensure the objectives are reached. The Board of Directors, however, have to obtain
consents from the shareholder’s meeting prior to their exercise on the following
subjects - approval from the shareholders’ meeting that is imposed by laws i.e. increase or
decrease of registered capital, issuance of debentures, sales or transfer the Company’s
main activities partly or wholly to other partners, purchase or acquire other Company’s
activities, correction of the Memorandum of Association or Regulations
The Directors are also subjected to supervise the Company to comply with the laws and
regulations of Securities and SET, SET’s regulations, such as relevant reports and trading on
significant properties and assets under SET or other related laws on the Company’s
business

(6) The Directors are authorized to decide on the structure of administration, to appoint Man
agement Committee, Chief Executive Officer, or other Directors as appropriate

(7) The Directors shall follow up and ensure that the Company’s performance are delivered as
planned and within a budgeting plan

(8) The Directors shall not run any business of the same nature and activities of the Company’s
activities, or being shareholders of Ordinary Partnership or being the Unlimited Partnership
within the limited company or being a director of a private company or other companies
conducting business similar to the Company or in a competing manner of the Company,
regardless the contribution is for their own ends or for the others, unless otherwise prior to
the appointment with acknowledging at the shareholder’s meeting

9) The Directors are required to notify the Company immediately if they are directly or
indirectly involved in or eligible to the benefits from a Contract, or hold the shares or other
stocks of the Company or affiliated companies

Audit Committee

The Company has 3 Audit Committees as follows :

(1) Dr. Virach Aphimeteetamrong Chairman of Audit Committee
(2) Mr. Siripong Sombatsiri Audit Committee
(3) Mr. Piphob Veraphong Audit Committee

The Scope of Duties and Responsibilities of the Audit Committee

The Audit Committee has the scope of duties and responsibilities as assigned by the Board of

Directors and to report to the Board of Directors as follows :

(1) To review the sufficiency, credibility and objectivity of the financial reporting by coordinating
with the external auditors and management responsible for preparing the quarterly and
yearly financial reports. The Audit Committee may suggest issues or matters to be included
for review or audit by the external auditors during its audit of the Company;

@) To review the adequacy and effectiveness of internal control systems and internal audit
functions by coordinating with the external auditors and internal auditors;

(3) To review compliance with the Securities and Exchange Acts, Regulations of the SET, and

any other relevant laws;

31
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(4) To consider and advise on the appointment of the external auditors including the audit fee
by considering the credibility, the adequacy of its resources, the firm’s audit engagements,
and the experience of its supervisory and professional staff;

(5) To consider compliance with all connected transaction disclosures or the conflict-of-
interests disclosures ;

(6) To take care of any other matters assigned to it by the Board of Directors, such as reviewing
the Company’s financial and risk management policies, reviewing compliance with the Code
of Corporate Conduct of the management, and reviewing with the Company’s management,
all important reports which must be disclosed to the public according to the law (e.g.
Management Discussion and Analysis (MD&A), etc.);

(7) To report the activities of the Audit Committee in the Company’s annual report, which must
be signed by the chairman of the Audit Committee, The annual report must contain the
following information :

° The opinion on the accuracy and completeness of the procedures for the preparation

of the report and information disclosure;

° The opinion on the sufficiency of the internal control system of the Company;
° The opinion on the reappointment of the external auditors;
° The opinion on the compliance with the Securities and Exchange Acts, Regulations

of the SET, and any other relevant laws ;
° The opinion on any other reports that shareholders and investors should discern
under duties and responsibilities of the Audit Committee;
(8) To prepare report on activities of the Audit Committee to the Board of Directors at least
once a year;
9) Having the authorized to examine and scrutinize any audit related issues, the Audit Commit-
tee can seek for the independent advisor with the Company’s expenses in order to succeed

the assignments.

Remuneration Sub-Committee
Remuneration sub-committees are as follows :
(1) Dr.Virach Aphimeteetamrong Chairman of Remuneration Sub-Committee

(2) Mr.Siripong Sombatsiri Remuneration Sub-Committee

The Scope of Authorities and Responsibilities of the Sub-Committee for Compensation & Benefits

The Sub-Committee for Compensation & Benefits is responsible for the policy and scope of
compensation both in finance and other benefit areas for Directors, Executive Directors, and Chief
Executive Officer in accordance with the Company performance as well as for other companies
within the same industrial sector for further consideration and approval by the Board of Directors

and at the Shareholders’ Meeting.
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Management Committee

The Company has 5 Management Committees as follows :

(1) Mr.Chalerm Harnphanich, M.D. Chief Executive Officer
(2) Asst.Prof.Somporn Harnphanich, M.D. Director
(3) Mr.Paiboon Nakosiri Director
(4) Mr.Suvit Kositsurangkakul, M.D. Director
(5) Mr.Dhiti Pattanakamjorn, M.D.  Director

The Scope of Authorities and Responsibilities of the Management Committee

The scope of authorities and responsibilities of the Management Committee includes the regular

operations’ ministration and management of the Company, policy making, business planning,

budgeting, structuring administrative process and empowering the line of command in the

Company in compliance with the current economic condition, subsequently present in the Board of

Directors’ Meeting for an approval or consensus, which will then be included the auditing and

following-up part as prescribed by the Company. The scopes of authorities and responsibilities are:

(1) Carry out the business and manage Company’s business activities with objectives,
regulations, policy, delegation or consents of the Board of Directors from the Board’s
Meeting or from the Company’s Shareholder Meeting

(2) Analyze and issue the policy, direction, and strategy of the Company’s operation. Consider
and approve budgeting and financial plans, human resources management, information
technology investment, business expansion, public relations, and supervise and direct the
works carried out by appointed working groups to meet the objectives; and present the
results to the Board of Directors for further development

(3) Plan for an annual budget allocation as being presented by the administration team prior
to the consideration and approval by the Company’s Board of Directors. The scope of
responsibilities includes a consideration and approval for the changes or increase in the
Company’s annual expenses budget during the absence of a seasonal meeting for the
Board of Directors. The results shall be presented to the Board of the Directors in the
following meeting

(4) Authorized to consider and approve in the Capital Expenditure within each individual credit
line not exceeding THB 5.0 million

(5) Approve an important investment expenses as set within the annual expenses budget as
being presented by the Board of Directors or primarily have been approved by the Board of
Directors

(6) Authorized to consider and approve for loans, procurement of credit lines, or any credit
loans made by the Company within each individual line not exceeding THB 5.0 million

(7) The Management Committee act as consultants to the administration team for policies of
finance, marketing, human resources management, and other relevant operations

(8) Consider on the profit and loss of the Company and the payment of contemporary dividend
or annual dividend ; and present them to the Board of Directors for an approval

9) Play a crucial role in a consideration for organization structure, management and
administration including an appointment, employment, allocation, compensation and
benefits, and reward to the managerial level who are not in the Board of Directors, excluding

the Chief Executive Officer and the termination of employment
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Have an authority to authorize or delegate a Director or Directors or other individuals to
perform or carry out a task under a supervision of the Management Committee, or may
authorize such individuals as appropriate within a specific period of time. Such authorization
may be subjected to terminate, cancel, or amend unto such individuals as appropriate

Operate in other issues as being given by the Board of the Directors on a periodical basis.

The authority of the Management Committee shall not include any approval of the issue that may

invoke a conflict, or any issue that the Management Committee or the person pertaining to the

Management Committee has been involved in with any means to have taken parts for the benefits,

or invoke any other conflicts with the Company or its affiliations by rules on the Stock Exchange

of Thailand. The approval for such mentioned issues have to be presented to the Director’s

Meeting and/ or the Shareholder’s Meeting for further consideration and approval as prescribed

under the Company’s regulations or by relevant laws.

The Management Team

The Company has 5 Management Officers as follows :

(1) Mr.Chalerm Harnphanich, M.D. Chief Executive Officer

(2) Asst.Prof.Somporn Harnphanich, M.D. Senior Executive Vice President

(3) Mr.Paiboon Nakosiri Chief Finance Officer

(4) Mr.Suvit Kositsurangkakul, M.D. Senior Vice President in Business 1
(5) Mr.Dhiti Pattanakamjorn, M.D.  Senior Vice President in Business 3

(Note : Details of Directors and Management are shown as attached)

The Scope of Authorities and Responsibilities of the Chief Executive Officer

M
@

Supervises the Company’s operations and/or manage daily operations

Operates and acts in lieu of the policy, plan, and budgets as approved by the Directors and/
or the Management Committee

Authorized by the Company to administer and manage the Company’s activities to meet the
objectives, regulations, policies and rules, and by consents of the Shareholder's Meetings
and/or the Board of Director’'s Meeting

Have an authority to appoint and administer Sub-committee to optimize management with
transparency. The Sub-committee shall have a periodical empowerment and/or delegates
other individuals to perform a particular duty, within the scope as prescribed in the Letter of
Authorization and / or as prescribed by the regulations or by orders of the Board of
Directors and / or the Company

Plans for the Company’s Mission, Objectives, and Policies. Delegates the works and directs
and supervises the operations as a whole

Continuously evaluates the Company’s performance as a risk management, internally and
externally

Authorized for an approval of the Company’s capital expenditure of each Credit line not
exceeding THB 2.0 million; and a regular Company’s operation expenses, such as a
correspondence with the bank for saving accounts, purchasing of medicines and medical

equipments, with each credit line not exceeding THB 2.0 million

37



38

F1e9uLlezantl 2548 13N Lhanan U 88 Tnea 910R @)

8. Nnsaunnsdi “yafeiunmsauiugsiaUnfvesuism Folgun  “amsliusnssnm
wewna  “pandeirusmamensunndmansenevuaifuseiu “an 2533 “panliusnig
nnsunululasems anmiavin uas “gandeadedadn ammeivuatunsulaziBinsda

o o '

W “adenan last uessAMNTINNSUSMSHATAMLNTINNTUSEaNI W

a '

9. f5uaRTUIdewineY. LRTUIIIUAIAY ARDAIUNISLOY Lendnadny 1eu/fne/wrun

=~ o

nIamsiuannsiuminey fMvuednsade Ameuuny Sulull  5aNde 3§ Anns eady
NUNITUTNANADDILTEN

a wva

10, fdwne eand S sudoy Yseme tufin wisldmsufiRewiulyaeulsusuasmayselom
P9U3sm uaziiednenseidey Jie maviheunelussdng
1. UjiRniiaug awdldsoneumine anauznssunsuisniduasig 1l

il 87une maamum‘maué’mwLLﬁqﬂﬂaﬁuﬂLﬁu NP5 L lNTINEIBWALAL/MTBNTNBUB WA U
masydRsenslanaunieyanaiionafinnadaude § wld “evionadsclomiluanwusduladouds

o

fuussnnievitndeanunginudizesaaananninduisszinalng - enseulifisensludnes

fenanedndl usseNUszgNAnzNIINNTUAT/MIpNUTsNFDaviuiiaRTuLaTaUNATIBAS

U

fanamundelsduzesusEnviangnaneiinedaeiivue

AmBuItNUNSSUNISIa:Jusnis

o

ANMDULNUANZNTINATUSEN 10 viu Uszand) 2548 (Huseil

Andedszn (um)

1 wwatud smlnAu 300,000
2 wsuwdadn mawidsd 300,000
3 WUNT  UNsINALRTY (M1BBNINNTIINIIABY  .A.48) 200,000
4 HANG. WS wwdad 300,000
5 maﬁﬂﬁmﬁ 7 Anw (@18809NNTINNMILADU N.8.48) 225,000
6 wislwysa] wileds (Junssumaiiou ne.4s) 100,000
7 wNdan 159 uAna (Hunssumsiiou w.0.48) 50,000
8 A3, 359 8NG53 420,000
9 WpAIWE  WTRA3 360,000
10 | wednw Fszwes 360,000

9 2,615,000

APBLNUNTINNT AD AmauLnunanelfuinssin1szasnssvn laslisinSuiaunarnaysslumin
LﬁﬂﬁﬂdﬁﬁhﬂﬁLLdQU%ﬁﬁ LAZANNALLNUNTINNITAINED \lﬁ%’uaqﬁﬁmnﬁﬁaﬁuuﬁa

mmauLmumiumsu%mma:Qu%mﬂuu%ﬁm wRzUSEMEay 9 vinu Uszant) 2548 Taun Wuifau way
Tusd  f91u7u 2891 &wum



Bangkok Chain Hospital Public Company Limited Annual Report 2005

(8) Subjected to make a decision upon the Company’s regular operations, such as in Contract
for Health Service, Contract for Employment for Medical Services under a Social Security
Act 1990, Contract for Medical Services in the Universal Coverage Scheme, Contract of
Purchase and Employment, including a decision on the procedures to make those
Contracts. Such procedures will be presented to the Management Committee and the
Company’s Board of Directors

9) Authorized to hire, employ, appoint, allocate, or transfer the employees within and between
the units, sections, departments; or terminate the employment. Authorized to set salary
scales, compensation and benefits, rewards, and total welfare of the Company’s employees

(10) Have a full authority to order, announce, delegate of rules and regulations to have the
operations meet the policy and objectives of the Company and to restore and ensure that
working disciplines are in place

(11)  Perform other duties as assigned periodically from the Company’s Board of Directors

The authority of the Chief Executive Officer and the authority given to appropriate personnel are
excluding the authority and/or an authorization for an approval that might invoke a conflict of
interest and of benefits towards the personnel with the Company or affiliated companies under the
SET’s regulations. Approval for such cases has to be presented to the Board of Directors’ Meeting
and/or the Shareholders’ Meeting for an approval as required by the Company’s regulations or by

other related laws.

Directors and Management’s Remuneration

Board of Directors’ remuneration of 10 persons for 2005 is as follows :

No. Name Meeting Fees (Baht)
1 Mr.Anant Asavabhokhin 300,000
2 Mr.Chalerm Harnphanich, M.D. 300,000
3 Mr.Naporn Sunthornchitcharoen (Resigned in Aug 2005) 200,000
4 Asst.Prof.Somporn Harnphanich, M.D. 300,000
5 Mrs.Jurairat Sawasdipab (Resigned in Sep 2005) 225,000
6 Mr.Paiboon Nakosiri (Appointed in Sep 2005) 100,000
7 Mrs.Panita Sathornsantikul (Appointed in Nov 2005) 50,000
8 Dr.Virach Aphimeteetamrong 420,000
9 Mr.Siripong Sombatsiri 360,000
10 Mr.Piphob Veraphong 360,000
Total 2,615,000

Directors’ remuneration represents the benefits paid to the Company’s directors, exclusive of
salaries and related benefits payable to management. The above remuneration has been approved

by the shareholders.

The Company and its subsidiaries have Management Committee and Executive Management’s

remuneration of 9 persons for 2005 in the amount of Baht 28.91 million.
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Directors’ Meeting Participation in 2005

Board of Directors  Management Audit Committee

Committee

1. Mr.Anant Asavabhokhin 5 from 5
2. Mr.Chalerm Harnphanich, M.D. 5 from 5 3 from 3
3. Asst.Prof.Somporn Harnphanich, M.D. 5 from 5 3 from 3
4. Mr.Naporn Sunthornchitcharoen

(Resigned in Aug 2005) 4 from 5 3 from 3
5. Mr.Paiboon Nakosiri

(Appointed in Sep 2005) 1 from 5 2 from 3
6. Mrs.Jurairat Sawasdipab

(Resigned in Sep 2005) 5 from 5
7. Mrs.Panita Sathornsantikul

(Appointed in Nov 2005) 1 from 5
8. Dr.Virach Aphimeteetamrong 5 from 5 5 from 5
9. Mr.Siripong Sombatsiri 4 from 5 5 from 5
10. Mr.Piphob Veraphong 2 from 5 4 from 5

11. Mrs.Muntana Auekitkajorn
(Resigned in Jun 2005) 1 from 3

Auditor’s Remuneration

(\[o} The Companies’ Name Auditing Company Audit Fees (Baht)
1 Bangkok Chain Hospital PCL. KPMG Phoomchai Audit Limited 1,180,000
2 Rattanatibeth General Hospital Co., Ltd.| KPMG Phoomchai Audit Limited 420,000
3 Saraburi Wetchakit Co., Ltd. KPMG Phoomchai Audit Limited 270,000
4 Sriburin Medical Co., Ltd. KPMG Phoomchai Audit Limited 270,000
Total 2,140,000
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Good Corporate Governance

The Company understands and sees the importance of good corporate governance and has applied the
Principles of Good Corporate Governance guidelines as follows :

1.  Corporate Governance Policy

The Board of Directors sees the importance of good corporate governance to provide more

transparency and enhance the competency in competition of the business and to make more

confidence for shareholders, investors and related persons so they determine the policy to support

good corporate governance which covers the following important things:

° Emphasize on providing equal information for all shareholders and stakeholders

° Board of directors has the intention to build the value added for business in long-run
and manage with circumspectness and carefulness, have the responsibility to work with
competency and efficiency adequately, to maximize the usefulness for all shareholders, to
oversee the prevention of the conflicts of interest and be responsible for his/her decision
making and acts

° Operate with transparency and have adequate information disclosures to be investigated
by connected persons

° Run business by considering the risk factors and have the appropriated controls and risk
management

2.  Shareholders’ Rights

For every shareholders’ meetings under the private company, the Company sends invitation letters with
supporting document to inform of the meeting agenda to shareholders at least 7 days before the date of
meetings and provide the minutes of the shareholders’ meeting correctly and completely for shareholders to
investigate. In addition, after transforming to public company and listed company in The Stock Exchange of
Thailand, beside that the Company sends the invitation letter which specifies the Board of Directors’ opinion
and information for shareholders’ consideration within the period under law, the Company has a policy to add
more choices for shareholders by offering independent directors to be authorized from shareholders in case
that they do not participate the meeting.

3. Stakeholders’ Rights

The Company recognizes the importance of the rights of each stakeholder, and intends to interact

with each party fairly. The important stakeholders are the following :

o Employees : The Company interacts with each employee fairly and has provided employees with
appropriate compensation.

o Suppliers . The Company purchases the goods and services under business conditions and abides
by the contracts with all suppliers.

e Creditors . The Company practices under borrowing condition by contract.

e Customers : The Company provides patient care in an ethical manner and at the best quality possible.
The Hospital has a department to monitor and improve the quality of the care provided
to all patients taking into consideration patients’ comments and feedback.

o Competitors : The Company competes with competitors fairly and in accordance with the rules and
regulations and avoids unfair methods to destroy the competitors.

e Community : The Company has emphasized the importance of its responsibilities towards the
environment of community and society.

As described the Company interacts under laws and regulations for stakeholders’ rights to be

overseen fairly.
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Shareholders’ Meetings

After transforming to public company, the Company has a policy for all shareholders to have equal
rights to investigate the Company’s operations, inquire and express opinion and recommendations.
The Company has recorded the important issues raised in the minutes of the meeting.

Leadership and Vision

The Board of Directors involves in the setting of the Company’s vision, mission, strategy, goals, business plan
and budgets. The Board of Directors also ensures that the plans are carried out efficiently and effectively,
including sets internal control, internal audit and suitable risk management. The Board of Directors follows up
the said operations regularly in the Board of Directors’ meeting. In addition, the Board of Directors sets the
scope, roles and responsibilities for various committees, the Management team and Chief Executive Officer
clearly.

Conflict of Interest

The Company has clear management structure including various methods to prevent any conflicts of interest
i.e. In case that the Company sees any director enters into the conflict of interest, that director will be
prohibited to vote. The Company sets the Audit Committee to consider in expressing opinion and reasons for
entering into related party transactions to offer to the Board of Directors. In addition, the Company has
disclosed the related party transactions in the financial statements in conformity with generally accepted
accounting principles.

Business Ethics

The Company sets the disciplines and practical guidelines in written including the punishment for related
persons to follow the Company’s mission honestly. The Company has a policy and guiding principles to act
in avoiding the ethical problems under laws and traditional practices.

Ethic in service fee, the patients can see the details of servicing. The Company acts under the nursing
business law B.E. 2541.

Ethic in public relation, the Company acts under private nursing business law.

Balance of Power in the Board of Directors
The Company has 8 directors as follows :
- The directors who are management 4 persons, account for 50 percent
of all directors
- The directors who are not management 1 person, account for 12.50 percent
of all directors
- The independent directors 3 persons, account for 37.50 percent
of all directors

Aggregation and Segregation of Positions

The Company has segregation of duties and positions of the management clearly in which the Chairman of
the Board of Directors is not the same person as the Chief Executive Officer, and has the scope of duties
clearly to prevent one of directors to have unlimited power.

Directors and Management Remuneration

The Company has set the policy for directors and management remuneration clearly and transparently and is
approved by shareholders. The amount of remuneration for management is determined by using the informa-
tion of the Company in the same industry and the same size, the Company’s performance and individual
performance.
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Board of Directors’ Meetings

Board of Directors usually meets 4 times a year and has extraordinary meetings as necessary. The agendas
of the meeting are set in advance and consider to follow up the operation results regularly. The Company
sends the invitation letters with the agendas of meeting and supporting documents to directors at least 7 days
before the meeting so that directors will have sufficient time to study the information.

Committee

The Company has set 2 groups of committees as follows :

° The Audit Committee has the duration for position for 2 years, comprised of 3 persons (as
mentioned in the management structure section) and all of the Audit Committees are also
the Company’s independent directors.

° The compensation committee comprised of 2 persons (as mentioned in the management
structure section) which are in the position of Audit Committee in order to consider the
policy and guideline in determination of the Board of Directors and management
remuneration including Chief Executive Officer by using the information of the Company in
the same industry and the same size and also the Company’s performance and present in
the Board of Directors’ meeting or shareholders’ meeting to consider.

Controlling Systems and Internal Audits

o The Company has given importance to internal control in both the management level and
operation level efficiently which sets the duties and the power of operating persons and the
management clearly. The Company oversees the use of assets and has segregation of
duties to assess the performance and make the balance and crosscheck among each party.
Moreover, the Company has internal control in financial system to report directly to the
financial management.

° The Company appoints the internal auditors who are the external party to investigate and
report directly to the audit committee to ensure that the main operation and significant
financial activity are operated in accordance with regulations effectively. The Company has
policy to investigate the practice in accordance with laws and relevant regulations
(Compliance Control).

° Internal audit department has the duty to check every department’s operation which will
check every department follow the annual plan i.e. check for accounting records, bank
deposit, and inventory and fixed assets observation. In case of doubt or unusual events
occurred, internal audit department will check the operation of those departments
immediately until the fact is found and then prepare the report of internal audit to inform
the Managing Director and the Audit Committee.

Directors’ Report

The Board of Directors is responsible for the consolidated financial statements of the Company and its
subsidiaries and information as appears in the annual report. The financial statements have been prepared in
accordance with the generally accepted accounting principles using appropriate and consistent accounting
policies. The financial statements were prepared with caution and have been evaluated for appropriateness of
the overall presentation of the financial statements. There is sufficient information disclosure in the notes to
the financial statements. The Board of Directors has set up the Audit Committee, which comprises of the
directors who are not management to oversee the quality of financial report and internal control system.

Relations with Investors
After the Company has been listed in The Stock Exchange of Thailand, the Company has a policy to set the
investor relations persons in order to provide the information disclosure to be complete, transparent, reliable
and released on a timely manner.
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Internal Control of Information

The Company has a policy to prohibit the Directors or the Management to exploit for their own interest the
important internal information of the Company. The prohibition includes trade of the Company’s stocks.
The Directors, the management, and the staff who work within an area of such information are to avoid
trading the Company’s stock within a period of one month prior to presenting publicly the Financial

Statements.

The Company has informed the management of each department to understand their roles and duties to
have the Company’s stock, with their spouse and children under age of 20. They are obliged to submit a
report of their changes of stock holding to Securities and Exchange Commission Act 59 and the Penalty

Regulation Act 275 under Securities and Exchange Commission Act B.E.2535.

The Company has set the Rules of Enforcement for those breaching and personal exploiting the Company’s

internal information. The Enforcements range from verbal warning to expelling.

Internal Control

The Company includes the Auditing Committee/Independent Directors in the Meeting. The evaluation is
done by the Committee, enquiring on the internal control system issues from the Company’s management
officer and auditing documents from the management. From the evaluation, the internal control thatconsists
of 5 major topics i.e. organization and environment, risk management control for management operation,
information technology system, information communication and follow-up system, the Committee agrees
that the Company has a sufficient internal control efficiency and has its internal control system on
transactions with major shareholders, Directors, Management, or other persons related to such groups.
Other topics that related to the internal control system, the Committee agrees that the Company has also
sufficient internal control. For good corporate governance, the Committee has promoted and supported

the management team to continuously improve internal control quality.

For the internal control of the 5 subsidiary and affiliate companies, the Company has regulated that the
subsidiary and affiliate companies have their own internal control in line with those of the Company’s. The
Company assigns internal auditors to audit the performance of the subsidiary and affiliate companies. The
record shows that all the 3 subsidiary companies have sufficient internal control on all 5 sectors like the

Company.

Dividend Policy

The Company and its subsidiaries have a policy to pay the dividend at least 40 percent of the net profit
after deducting income tax and legal reserve of the Company in case of no unusual events and no
significant effect to the Company’s operations. For dividend payment, the Company must consider the
Company’s operating results, liquidity, business expansion, and other related factors. However, the Company’s

dividend payment has to be approved by shareholders and/or the Board of Directors as appropriate.
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Related Parties’ Transaction

The Company has clearing agreement with its affiliates where no individual who might cause a conflict of
interest have their shares in the affiliates more than 10 percent, such as Rattanatibeth General Hospital
Company Limited, Saraburi Wetchakit Company Limited and Sriburin Medical Company Limited. The related
transactions are selling and purchasing items and services with the 3 subsidiaries, with pricing and compensa-
tion policy are complied to a regular business agreement, including credit loans and lending to Rattanatibeth
General Hospital Company Limited and Saraburi Wetchakit Company Limited, respectively. The agreed interest
rates are benchmarked with prevailing market rates under agreed terms. The Company has this detail in the
Notes to Financial Statements.

Regulations and Procedures for an Approval of Related Transactions

Related transactions within a regular business activities, such as a purchase of raw materials for the Kasemrad
Group of Hospitals, are carried out by the Purchasing Unit with purchasing service fees charged to its affiliates,
or management service fees, the Company set up the prices and conditions with respect to the cost of capital
by a reasonable profit margin as a Best Practice for Company’s benefits. In the Audit Committee Meeting, the
Company will report the related transactions and the conditions to the Committee to consider its necessity or

other reasonable transactions issues.

For other related transactions, such as loans, the Company sets the prices and conditions as for other regular
trading or reasonable pricing conditions to fit the best interest of the Company. The Company, in this regard,
will ask an opinion from Audit Committee if the transactions are reasonable. The Company will provide
independent expertise or the Company’s auditors if the Audit Committee requires such expertise of the related
transactions issues. The issues may be used for the making decision for the Company’s Directors or the

Shareholders.

The Company conforms with the Securities and Exchange Commission’s regulations on related transactions;
and conforms with rules and regulations, announcements, or any conditions or obligations of the Stock
Exchange of Thailand, including rules on the disclosure of related transactions, acquisition, or the Company’s
asset distribution. To approve the related transactions, the Directors or the shareholders have no right to vote

on such issue.

Policy or Trend to Make Related Transactions in the Future

The Company foresees that there are still related ongoing transactions as a regular business operation with its
affiliates, such as services for purchasing materials, purchase of properties from individuals who might have a
conflict of interest, or provide management services. For financial assistance, the Company has no policy to
make any additional list unless necessary, such as the Company or its affiliates when having liquidity problems.
On such issue, Directors of the Company will act by regulations and procedures for future related transactions
as specified above. The Company will disclose the related transactions in the audited Note to Financial
Statements, with an awareness to comply with the generally accepted accounting principles.
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Management Discussion and Analysis

The Company and its subsidiaries which the Company has the power to control or has the percentage of
shareholding more than 50% of the potential voting rights share in these subsidiaries (together referred to as
“the Company”) operate private hospitals in Bangkok vicinity and upcountry i.e. Saraburi and Chiang Rai

Province with a total of 6 chained hospitals under the name of “Kasemrad Hospital”.

Operating Performance

Revenue from Patient Services

In 2005, the Company has revenue from patient services totaling of Baht 2,764.69 million which increased from
2004 by Baht 420.54 million or growth by 17.94%, as a result of increasing in cash outpatient and inpatient by

16.96% and from government’s healthcare schemes income by 19.49%.

Hospital’s Revenues Sorted by Types of the Patients

(in Baht)
Revenues Structure 2003 2004 2005
Outpatients Revenue 537,683,362 | 27% | 681,574,083 | 29% 891,787,313 | 32%
Inpatients Revenue 643,536,556 | 32% | 753,394,883 | 32% 786,516,874 | 28%
Social Security Revenue 511,832,560 | 25% 528,930,043 | 23% 679,003,700 | 25%
Universal Coverage Revenue (30 Baht) 328,051,600 | 16% 380,253,637 | 16% 407,377,479 | 15%
Total Revenues 2,021,104,078 |100% |2,344,152,646 |100% | 2,764,685,366 | 100%

Nursing and Other Operating Services

In 2005, the Company has total nursing and other operating services in the amount of Baht 1,928.45 million
which increased from 2004 by Baht 355.12 million or by 22.57%, as a result of increasing in the number of 30
Baht scheme patients, especially inpatients case and the degrees of disease severity which extends the length
of stay in the hospital, this effects to highly increase in nursing and other operating services. When consider the
ratio of nursing and other operating services to revenue from patient services, it increased from 67.11% in 2004
to 69.75% in 2005.

Administrative Expenses

In 2005, the Company has administrative expenses in the amount of Baht 309.21 million which increased from
2004 by Baht 27.68 million or by 9.83%, that the Company has recorded the allowance for doubtful debts of 30
Baht scheme account receivable in the amount of Baht 11.78 million, which the said amount was recognized as
revenue in 2002 by which it was the beginning period of 30 Baht scheme and has the problem of the rights’
investigation of the patients. However, when consider the ratio of administrative expenses to total revenues, it

decreased from 11.77% in 2004 to 11.06% in 2005, as a result from expenditure management of the Company.

Loss on Impairment of Assets

In 2005, the Company has loss on impairment of assets in the amount of Baht 12.56 million which is an
allowance for withholding tax recoverable from the Revenue Department in respect of the years 2001 to 2002
and is in the process of investigating the claim. However, the Company will reverse the record of accounting in

the period of receiving it.
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Interest Expense
In 2005, the Company has interest expense in the amount of Baht 65.51 million which decreased from
2004 by Baht 36.95 million or by 36.06%, as a result of long-term loan repayment which paid by cash from

operating activity.

Corporate Income Tax

In 2005, the Company has income tax in the amount of Baht 147.40 million which increased from 2004 by
Baht 70.92 million or by 92.73%, as a result that in 2004, the Company had tax shield to reduce the
income tax burden. In 2005, however, the Company has no accumulated losses for corporate tax discount
eligibility.

Net Profit

In 2005, the Company has net profit in the amount of Baht 248.98 million which decreased from 2004 by Baht 31.74
million or by 11.31%. The Company has gross profit at 30.25% in 2005 which decreased from previous year at
32.83% due to increasing in the number of Universal Coverage Scheme (30 Baht) patients, especially in patient case.
As the Company has profit before extraordinary items in 2005 in the amount of Baht 261.54 million compared with
2004 in the amount of Baht 271.93 million which decreased by Baht 10.39 million or by 3.82%.

Basic earnings per share in 2005 is Baht 0.26 per share by decreasing from 2004 at Baht 0.39 per share (at Baht 1
par value), as a result of decreasing in net profit from higher nursing and other operating expenses, and the dilution

effect from increasing in share capital from 610 million share to 950 million share in 2004.

Financial Position

Assets

In 2005, the Company has total assets in the amount of Baht 4,053.23 million, which increased from 2004 by Baht
29.49 million or by 0.73%, as a result of increasing in current investments which the Company and its subsidiaries
deposit money to financial institutions, and in trade accounts receivable which mostly are the receivable from the
governmental sector that is within credit terms following the basis, procedures and conditions for reimbursement as

stipulated by the governmental sector.

Liquidity

In 2005, the Company has cash flow from operating activity in the amount of Baht 598.80 million which increased from
2004 by Baht 90.15 million as a result of increasing in working capital. Cash flow from investing activity in 2005 is Baht
122.66 million, the Company has purchased the current investments and has invested in medical equipments in order
to serve business expansion. Cash flow from financing activity in the amount of Baht 478.83 million occurred from
repayment of long-term loan to financial institution and interim dividend payment. As a result, the Company has cash
and cash equivalent decreased by Baht 2.68 million and adding with the beginning balance in the amount of Baht

213.15 million, the Company has cash balance as at December 31, 2005 in the amount of Baht 210.47 million.

The liquidity ratio of the Company in 2005 is 1.08 times which is not much different from 2004 of 1.09 times.
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Capital Structure

The Company has debt to equity ratio (D/E ratio) equal to 0.75 time and 0.62 time in 2004 and 2005,
respectively. The D/E ratio dramatically decreased as a result from repayment of loan from financial
institution. When consider the capability for interest payment, the Company has more ability to pay
interest expense from 6.68 times in 2004 to 12.40 times in 2005, as a result of increase in cash flows from
operating activity by 17.79% and has paid some principals of long-term loan during the year which effects
to decrease in interest expense by 36.06%. This results that the Company has better ability to pay the

interest expense.
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