





M ESSAG E from

the Chairman
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of Directors
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Dear Stakeholders,

As the world faces unprecedented challenges related to climate change and social equality, Thailand
has persevered in its Sustainability agenda. The Thai government publicly committed to reaching carbon
neutrality by 2050 and net-zero GHG emission targets by 2065 at the 26" Conference of the Parties to the
United Nations Framework Convention on Climate Change (COP 26) held in Glasgow in 2021. Furthermore,
stakeholder expectations have risen in the Thailand Sustainability space, particularly with the push from the
Bank of Thailand, local regulators and market participants.

The Securities and Exchange Commission has mandated Sustainability reporting in the Form 56-1 One
Report annual public filing, and the Stock Exchange of Thailand has developed a Sustainability Reporting
Guide for Listed Companies, alongside ESG metrics for each industry group, as guidance for standardized
transparent disclosure of Sustainability-related information. The Bank of Thailand has implemented various
Initiatives to support the financial sector in evaluating environmental opportunities, risks, and impacts, as
well as aiding sector transitions to a lower-carbon economy, for example, through the new Thai Taxonomy.
Investors have also made their stance clear on the importance of having Sustainability approaches aligned
with globally recognized frameworks and standards, of which there is more and more reliance on ESG
Ratings to measure the performance of an Investee.

The Boardroom plays a crucial role in shaping the future of sustainable organizations. The right tone from
the top can make all the difference between an organization leading the way or falling behind. This tone sets
forth guiding organizational values and culture, and designs a mandate for management and their teams
to take ownership of and implement. Our fundamental belief is that the Board needs to lead, and lead by
example.

As Board members, there is a certain expectation on us. Being directly involved in the Bank’s Sustainability
journey is now accepted as a “must-do” for every Board member. To raise the bar, the Board has undergone
a fulfilling educational journey involving self-learing, seminars, conferences, and programs run by local
regulators and various other institutions, not to mention our CIMB Thai “The Cooler Earth Sustainability
Summit”. One additional highlight in the Board’s journey this year was to have undergone a comprehensive
training on Sustainability from the University of Cambridge’s Institute for Sustainability Leadership (CISL).
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| am proud to say that CIMB Thai has been at the forefront of the local Sustainability scene alongside
other key players. To ensure we are driving meaningful change, we have ingrained ESG considerations
into our organizational strategy, decision-making processes, and divisional and individual employee
KPIs. We have also taken account of our learnings, strengths, areas for continual development, and
opportunities to ensure a focused approach to our business. The guiding principles set by the Board focus the
business strategy on what activities CIMB Thai will and will not pursue. There may be a loss of income in this
approach; however, the opportunity is that we can be early leaders in new areas of business, which should
replace the initial loss of earnings. The goal is to have our good intentions turn into value creation and
combine Sustainability with our portfolio to deliver returns.

As part of CIMB Group, CIMB Thai is strongly aligned with the Group’s overall commitments and purpose
to build a high-performing Sustainability organization to help advance customers and society. The Group’s
leadership is a key strength for us, as they are the leading proponent of CIMB’s focus on Sustainability,
pushing the subsidiaries to move in the same direction.

CIMB Thai aims to be more involved in the sustainable finance market through CIMB Group’s Green,
Social, Sustainable Impact Products and Services (GSSIPS) Framework, of which the Group has
pledged a MYR 100-billion (THB 770-hillion) sustainable finance target by 2024. Two essential focus
areas for us are green energy and green transportation, given the ever-increasing demand to transform high
carbon-emitting sectors. We hope to support our customers on their own Sustainability journeys while
managing our financed emissions from such activities. In an effort to ensure the best customer experience,
various initiatives such as training programs, seminars, and collaborations have been held throughout the
year to upskill our employees on Sustainability topics to-deepen their understanding of the subject when
engaging with both corporate and retail customers.

As the market continues to develop in terms of technical sophistication and information sharing, as regulators
and investors call for organizations to drive progress and disclose data, and as organizations Step up to
publicly state their targets, achievements, and shortcomings, the future trajectory of the Thai Banking sector
looks promising in that sustainable finance will continue to grow significantly.

CIMB Thai has set ambitious targets for our Sustainability journey, and we aim to collectively achieve
these as “#teamCIMBThai”. | look forward to seeing all divisions continue to work together and support
each other to hit our targets in 2024, with the shared dream of showcasing that CIMB Thai is a leading
financial institution in terms of Sustainability.
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Our growth with profitability needs to be balanced with our Sustainability-focused business activities. As a
bank, we are a business that has a responsibility to provide a return to our shareholders. While as a member
of this society, we have a part to play in protecting the ability of our future generations to meet their own
needs. Itis clear for us that CIMB Thai takes every step forward with the Sustainability of our business, our
economy, and our future generation in mind.

e
Dato’ Robert Cheim Dau Meng

Chairman of the Board of Directors
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MESSAGE from
the President
and Chief

Executive
Officer
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Dear Stakeholders,

2023 was a good year for CIMB Thai in terms of Sustainability. | am extremely proud of our first “The
Cooler Earth Sustainability Summit” held in September in collaboration with UN ESCAP and International
Labour Organization - it was an honor to host it at the United Nations Conference Center in Bangkok.

This is one of our achieved targets. | am glad to share some of the Bank’s Sustainability highlights:

* Reduced our Scope 1 and 2 emissions by 31%,

* Met our internal CIMB Thai Green, Social, Sustainable Impact Products and Services (GSSIPS)
targets at almost THB 44.6 billion,

« Established our very own Sustainable Financing Framework aligned with CIMB Group and the Bank
of Thailand’s Taxonomy,

« Established CIMB Thai's official low-income threshold to support social financing,

+ Established our updated Human Rights Policy in accordance with United Nations Guiding Principles
on Business and Human Rights (UNGPs), International Labor Organization (ILO), and the Organization
for Economic Cooperation and Development (OECD) Due Diligence Guidance for Responsible
Business Conduct,

» Carried out various CSR activities totaling to 41,695 hours.

Qur commitment to Sustainability is aligned with CIMB Group and progresses alongside Thailand’s increased
attentiveness and involvement in the space. The market has clear directions from the Thai government in
the form of our Nationally Determined Contributions (NDC), Long-Term Low Greenhouse Gas Emissions
Development Strategy (LT-LEDS), initiatives to drive green energy and electric vehicles, National Action
Plan on Business and Human Rights (NAP), as well as increasingly stringent policies and guidelines. For the
financial sector, the Bank of Thailand is clear that banks play an important role in facilitating a “Just Transition”
to a low-carbon economy. These have been pivotal factors in the entirety of Thai market responding to the
ESG call.

In recent years, our Stakeholders have expressed their increased expectations on Sustainability. These
Stakeholders, including Boards of CIMB Thai and CIMB Group, have been actively asking more
questions and requesting more information on our progress in Sustainability. Rating agencies want to know
if we are meeting various ESG expectations and criteria when we measure and disclose our performance.
Regulators such as the Bank of Thailand (BOT) have been pushing forward in a consultative manner,
whereby they want to learnthe best methodologies and strengths from different countries and organizations. Our
customers want to know the sustainable products and services we have to offer and whether the Bank is
serious about our purpose to support them in their financial needs when implementing their own plans for
Sustainability.
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| believe #teamCIMBThai has met Stakeholders’ expectations in our Sustainability strategy and
operationalization, which involves our entire supply chain. Our strength is the strong support from CIMB
Group, which is the founding signatory of the UNEP FI Principles for Responsible Banking. CIMB Thai has
been closely following the Group in terms of rolling out consistent Sustainability strategies, policies, plans,
and targets. We have embedded Sustainability in our DNA, whereby each division has holistically embraced
Sustainability as a Bank-wide strategy and has assigned our own Key Performance Indicators in forwarding
the agenda to create actual net positive impacts.

| am proud to share that our team has been active members of the Bank of Thailand's various Working
Groups in the central Bank’s push for Sustainable Finance and elevated ESG achievements. This includes our
Involvement in the development of the new Thailand Taxonomy alongside other initiatives. While contributing
to the Bank of Thailand’s various programs, we also share our methodologies, experiences, and learmings as
members of the Thai Bankers Association and Association of International Banks, setting ourselves as thought
leadlers in this space.

Moving forward towards 2024 and beyond, | anticipate CIMB Thai will build on our current successes,
leveraging our strengths. Sustainability is now widely integrated throughout the Bank, enabling various
business units with the competencies to drive our goals.

We have also set and surpassed our sustainable finance targets in line with the Group’s Green, Social,
Sustainable Impact Products and Services (GSSIPS) Framework. When it comes to Corporate Social
Responsibility, we have disbursed a fair share in contributions to schools, and various non-profit organizations.
In August 2023, we donated THB 525,571.22 to Ban Phaeo Hospital as part of our “Run To Win - Save Children
Heart” project that aimed to help pediatric patients with heart disease. CIMB Thai Bank organized the project
through the virtual run application DROMOS. For every kilometer run by an employee between 22 April and 15
August 2023, CIMB Thai contributed THB 10 per kilometre to the Hospital.

Moving forward, we need to shift gear and focus on how we can really impact society in a non-monetary
sense. We need to come together, create awareness, and go to the root of issues. For example, in the case
of mule accounts, we need to start educating children about the importance of their identification documents
and financial management.
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| also hope that CIMB Thai will continue to spot new areas of opportunity for growth. There is potential for
us to capture opportunities relating to alternative energy-generating capabilities and the EV ecosystem. With
Thailand not being an oil-producing country, there is a head start on the motivation to switch over to EVs.
Previously, EVs were difficult to acquire as they were expensive and demand was low, but today EVs can be
found amidst every few cars attributed to a push from the government.

Another opportunity may be getting the CIMB Thai headquarters LEED-certified, which we have
begun making the necessary changes to the building. Because this is a dated building, we have significant
opportunities for climate mitigation and climate resilience. There is also the ASEAN proposition in the
mid-term, where cross-horder opportunities for GSSIPS are possible.

Sustainability is a long-haul journey; what is important now is that we take stock of where we are at and how
we plan to move forward. As a Bank seeking to “do-good” and “be-good,” we need to take up the mantle on

behalf of vulnerable groups and our future generations. If we embrace this thought, it enables us to make the
right decisions and take the right actions so that CIMB Thai flourishes and is sustainable. | hope that our future

generations can look back at us today and proudly say:

Paul Wong Chee Kin

President and Chief Executive Officer

“Thank You from Tomorrow”
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] Upgrade higher security for minimum app version to support both Android & iOS versions
. Biometric ETB onboarding

] Enhance passcode complexity

] Enhance validation of duplicate emails

. Risk Awareness Test required by BOT

. Responsible Lending guidelines required by BOT

. CRS declaration for deposit account opening and mutual fund transaction
. Home loan tax certification enhancement

Digitalization in banking has considerable indirect economic effects. It aids businesses and households in
transitioning to a digital economy, effectively managing environmental impacts. This involves a substantial
decrease in the use of paper and stationary materials in physical transactions, concurrently lessening the
demand for energy and other resources needed to operate physical facilities. On the social front, digitalization
allows for broader access to financial services through mobile devices, contributing to economic growth
driven by heightened commercial transactions. Additionally, digital access to financial services is particularly
beneficial for communities with physical disabilities.

Financial Inclusion and Literacy

In the Financial Access Survey of Thai Household 2020 conducted by the Bank of Thailand, the Central Bank
defined financial access, whereby:

1 Access refers to households who use at least one financial service, and those who have access to
afinancial service but choose not to use any financial service

2. No access refers to households who have demand for a financial service but are not able to use any
financial service.

Here the Bank of Thailand listed out the access to 4 basic financial services, namely deposits and savings
service, loan service, money transfer service, and payments.

When managing financial inclusion and literacy in CIMB Thai, the Bank’s financial products and services had
provided access to the 4 basic financial services as listed out by the Bank of Thailand. The Bank continues to
engage with our Central Bank in order to meet expectations of our stakeholders and regulators, so that the
Bank continues to provide financial access in a more holistic fashion in accordance with our business
strategies.

In terms of deposits and savings services for individuals, the Bank provides Chill D Savings by CIMB Thai,
Speed D Plus Savings by CIMB Thai, CIMB Thai e-Savings, Speed Savings, Extra Savings, and Basic
Banking Account. CIMB Thai provides businesses with current deposit, cash management savings, corporate
super savings, fixed deposit and foreign currency deposit. Retail customers can just open a current deposit
account with alow minimum deposit of THB 25,000. The Bank’s PHEMKHA SABAI-JAI Fixed Deposit Account
requires minimum monthly fixed deposit amount of only THB 1,000.

For loan services, the Bank provides for individuals with Personal Cash, Extra Cash and Cash Link loans. For
housing related and multi-purpose needs, customers can access Home Loan 4U and refinancing facilities, as
well as the Bank’s Mortgage Power, and property loans.
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To access to money transfer services, the market is provided with the Bank’s remittances services through
SpeedSend and CIMB Thai International Money Transfer.

Finally for payments, the CIMB TH application provides access to financial and payments transactions. The
application supports transfer of money when customers purchase goods and services, or for payment of bills.
Payments can be done through scanning QR codes as well. Additionally, CIMB Thai PromptPay is a form of
fund receipt and transfer service that makes payment and fund receipt and transfer easier with no more need
to recall account number, by using national ID card or mobile number.

Financial literacy is driven digitally through CIMB Thai's corporate website that is easily accessed by
individuals and businesses. The “Financial Guru” sections in our corporate website enables our communities
to access information such as advise on reducing household bills and tips to pay off loans. Other information
include setting up emergency funds, saving strategies for potential first home owners, and managing
Investments via smartphone with CIMB Thai's digital banking features for investors.

Our actions in financial inclusion and literacy are aligned with our commitments to contribute to significant
positive community impacts. Our development programmes are aligned with the GRI Standards whereby our
plans are actions that minimize, mitigate, or compensate for adverse social and/or economic impacts such as
inaccessibility to basic financial services. With that the Bank also identifies opportunities or actions to enhance
positive impacts of the community by providing best in class financial services through our branches and
digitally.

Customer Experience

The Bank, in alignment with the Group, measures key metrics to improve our Customer Experience
throughout our customer facing operations: 100% of operations that impact customer groups and
communities.

How we measure

What we measure

A consolidated dashboard of more than 100 vital indicators

Service Level encompassing fulfilment levels across key channels, products
& areement (SLLA) and systems, tracked on a monthly basis to ensure we meet
@ gre basic customer expectations.

performance

Operational

Examples include customer's time spent at branches and our call
centre, product application turnaround time and digital uptime.

- r

5 . CUEGTT Anin-house platform to track service experience and perform
o = @ ] . recovery across key physical, voice and digital customer

& 28 Satisfaction interaction channels, supplemented with ad-hoc research or
§ — Score surveys to facilitate business decision making.

|_

=

§j : ’ Net Promoter An annual Group wide Customer Engagement Survey to gauge
© ( é ) where we stand relative to our key competitors from a total

N R (NPS) banking relationship standpoint.
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To measure our impacts on our customer communities in Thailand and how we fair in our projects and
initiatives in our business operations and financial offerings, the Bank uses the Net Promotor Score (NPS) as
a reference and anchor metric. NPS is a performance metric widely used to measure customer loyalty and
satisfaction by quantifying how likely a customer is to recommend the Bank to a friend or colleague. The
higher the positive scoring of the NPS the better the performance.

Sources e3 Waved Waveb Waveb Wave 7
19 2020 2021 2022 2023

NPS Score -12 -13 +2 +9 +18 +22 +38
(CIMB Customers
in Consumer
Banking)

CIMB Thai aims to advance our customers in our effort to advocate customers with sustainable banking
practices. We place our customers at the heart of everything we do and we are committed in providing the
highest standard of customer experience. Hence the Bank has developed and implemented our Treating
Customers Fairly (TCF) Commitments.
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Treat Them Fairly

We are committed to ensuring that our customers are confident
that they are dealing with the Bank where the fair treatment is
central to organization's culture.

Practice Needs-Based Selling

We are committed to ensuring that our products, services and
their terms and conditions are designed and marketed to meet
the customers' needs. Also, we are committed to safeguard
customers' personal information and assets maintaining with
the Bank and ensure that they are not misused.

Provide Transparent and Suitable Advice

We are committed to ensuring that our customers receive clear,

relevant and timely information. This is to ensure that CIMB Thai's
customers can make informed decisions that best suit to their knowledge
and financial capability without disturb their privacy and they can
conveniently compare details of each products and services.

Flexible Service

We are committed to ensuring that our customers do not face
issue even at the post-sales. This shall include changing of the
product or service, switching the provider, submitting claim
or making a complaint.

Give Customers Peace of Mind

We are committed to ensuring that our customers are informed

on their rights and obligations in using the products or services
from CIMB Thai This is also included receiving of other information
that enhancing customers understanding and knowledge of using
financial product or service from the Bank.

Further, the Bank has set up our Customer Experience Management (CX) to work closely with customer
touchpoints and other units to efficiently handle clients’ complaints and queries.

The Bank’s Customer Complaint Handling Policy and Procedures have been established to set out the
standard framework and mechanism for dealing with customers’ complaints in accordance with local
regulatory requirements and aligned with the CIMB Group standards. CX acts as the independent centralised
complaint management unit to ensure that all customers’ complaints are handled objectively by relevant
subject matter experts in a fair and timely manner.

The prompt and constructive responses given to customers would in turn build customers’ trust and loyalty
in the Bank. In addition, customers’ confidentiality is strictly observed at all times unless the disclosure is
required by law or authorised in writing by the customers.

CX provides customer knowledge based on surveys and feedback gathered from various customer
touchpoints. This is to drive improvements in all angles of customer experience and uplifting customer
engagement. The knowledge and improvement initiatives are prepared and proposed by CX to CIMB Thai's
Customer Experience Committee, Management Committee, Board Risk and Compliance Committee-
Compliance Reporting, and other relevant committees on a regular basis.
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As per relevant regulatory requirements, i.e. Market Conduct prescribed by the Bank of Thailand, and Fair
Dealing prescribed by the Office of the Securities and Exchange Commission, the Bank is required to disclose
the following information for customers to contact regulators for filing of their complaints:

L Financial Consumer Protection Centre (FCC), Bank of Thailand
Hotline: 1213
Email: fcc@bot.orth

2. Office of the Securities and Exchange Commission (SEC)
Hotline: 1207

Email: complaint@sec.or.th

Additionally, CIMB Thai aligns with the Group to reinforce our stance on zero tolerance for mis-selling. We
strengthened our mis-selling identification and handling framework to make it easier for frontliners and
investigation teams to manage mis-selling cases by including:

. Comprehensive root cause analysis to help us to zoom into process, people and system gaps and
identify remedial and preventive actions.

. Safeguards to ensure that when allegations of mis-selling do arise, all parties, including sales staff,
are treated fairly.

. Encouraging staff to self-identify potential mis-selling cases, resulting in early corrective action and
service recovery.

As of 31 December 2023, there were no incidents of non-compliance with regulations and/or voluntary codes
concerning the health and safety impacts of the Bank’s products and services including those resulting in a
fine or penalty, those resulting in a warning, or non-compliance with voluntary codes.

Managing the Legalities Relating to Sustainability

The legalities in banking encompass a wide range of laws and regulations designed to ensure the proper
functioning, stability, and accountability of the Bank. At CIMB Thai, the Legal and Compliance Teams ensure
that all areas in the Bank’s operations, including regulatory compliances, banking and securities laws, contract
laws, consumer protection laws, anti-money laundering laws, anti-corruption laws, and litigation and dispute
resolution. Additionally, ESG considerations are also embedded in the legal operations of the Bank.

In 2023, the Bank integrated ESG components into its General Terms and Conditions. These include the
terminologies below:

> “ESG Claim” - Any claim, proceeding, investigation or any similar actions by any governmental and/
or regulatory authority and/or any person or body in respect of ESG.

> “ESG Due Diligence” - Any assessment to identify ESG risks and impacts appropriate to the scale
and risk profile of the business/operation, and related mitigation policies, mechanisms, and plans.

> “ESG Law” - Any applicable law, rules, regulations, guidelines, directives or guidance in any
jurisdiction in which the Borrower or any of the Borrower Group conduct business which relates to
issues concerning ESG including but not limited to, (i) International conventions including Basel
Convention on the Control of Transhoundary Movements of Hazardous Waste and their Disposal,
Convention on International Trade in Endangered Species of Wild Fauna and Flora, and Convention
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on Biological Diversity (i) Adverse impacts on UNESCO World Heritage Sites, key Biodiversity Areas,
as well as those defined by the National Protected Areas Systems; (ii) lllegal forest encroachment,
unlawful use of natural resources, pollution, or adverse impacts to the environment and ecosystems,
including endangered and protected species of flora and faung; (iv) Climate change mitigation and
adaptation; (v) Occupational, public, health and safety; (vi) Labour laws, human rights, labour rights
including modern slavery, and communities’ rights; and (vii) Social security and responsibility
including compliance with International Labour Organization core conventions, International Bill of
Human Rights Conventions, and applicable IFC Performance Standards.

> “ESG Permits” — Any authorisation and the filing of any notification, report or assessment required
under any ESG Law for the operation of the business of the Borrower or any of the Borrower Group
conducted on or from the properties owned or used by the Borrower or any of the Borrower Group
(if any).

Borrowers are requested to provide financial or other information relating to the Borrower, its subsidiaries and
the security party as the Bank may require from time to time or required for ESG Due Diligence.

Borrowers and their subsidiaries are expected to, obtain, renew, maintain and ensure compliance with the
terms and conditions or requirements of all relevant ESG Permits and implement necessary policies and
procedures for monitoring the compliance with relevant ESG Permits and ESG Laws.

In 2023, the Legal Team of the Bank has also established its inaugural standard agreement for
Sustainability-Linked Loans. The standard agreement is designed based on LMA, LSTA and APLMA's
Sustainability-Linked Loan Principles (SLLP) 2023. The role of the Sustainability Coordinator or Sustainability
Structuring Agent of the Lender as per the SLLP has been embedded in the SLL agreement. The Head of
Sustainability in CIMB Thai, effectively assumes the role of Sustainability Coordinator or Sustainability
Structuring Agent of the Bank.

Having a structured SLL standard agreement enables Borrowers to reduce their contractual negotiation time,
and are able to have sufficient clarity on structuring the Sustainability Performance Targets, loan
characteristics, reporting mechanisms, operational commitments, and roles and responsibilities.

Improving our Ratings

In2023, Moody’s Investors Service (Singapore) changed outlook for CIMB Thai to positive from stable. Moody's
has affirmed the Baa2 long-term local and foreign currency deposit ratings CIMB Thai. Moody’s has also
affirmed CIMB Thai's Baal long-term local and foreign currency Counterparty Risk Ratings, Baal(cr) long-term
Counterparty Risk Assessments (CR Assessments), P-2 short-term local and foreign currency deposit ratings,
P-2 short-term local and foreign currency Counterparty Risk Ratings, P-2(cr) short term CR Assessments,
and Baa2 Adjusted Baseline Credit Assessment (BCA). In addition, Moody’s has affirmed CIMB Tha's Baa2
long-term local and foreign currency issuer ratings and P-2 short-term local and foreign currency issuer ratings.
At the same time, Moody’s has upgraded CIMB Thai's BCA to Bal from Ba2.

In terms of ESG, Moody’s stated that, “CIMB Thai has taken significant steps to de-risk its loan portfolio,
leading to improvements in its financial strategy and risk management that are key considerations under
Moody’s Environmental, Social and Governance (ESG) framework.”

“Moody’s has therefore changed CIMB Thai's governance issuer profile score to G-2 (neutral-to-low risk) from
G-3 (moderately negative), driven by the change of its financial strategy and risk management category score
to 2 (neutral-to-low) from 3 (moderately negative). The Bank’s ESG credit impact score remains neutral-to-low
(CIS-2), reflecting the limited impact of environmental and social risks to date.”
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Governance

and Risk

CIMB Thai aligns itself with the Corporate Governance Code 2017 issued hy the Securities and Exchange
Commission (SEC) of Thailand, whereby corporate governance, “involves relationship and other arrangements
to ensure that intended outcomes of the company are defined and achieved”. In this regard, good corporate
governance includes building investor confidence and trust, ensuring business integrity, and creating
long-term business value.

Key Highlights: Governance and Risk in 2023

L The Bank achieved a CG score of “Excellent” or 5-star level in the Corporate Governance Report of
Thai Listed Companies (CGR) issued by the Thai Institute of Directors for 4 consecutive years, with
outstanding Score of 101% (with Bonus Score) in Role of Stakeholders and Sustainable Business
Development.

2 The Bank enhanced its governance of Human Rights by establishing its Human Rights Policy
in alignment international Human Rights laws and standards, including UNGP Business
and Human Rights, ILO, and OECD RBC. Human Rights has been embedded in the Bank’s
Sustainability-related policies and procedures.

3. The Bank has established our process for Sustainability Watchlist, in accordance with Sustainable
Financing Policy and Procedures, to strengthen our management on Sustainability risks relating to
our customers,

4, CIMB Thai conducted its inaugural Net Zero Portfolio Strategy (Sectoral Target-setting) and Climate
Risk Management and Scenario Analysis studies in anticipation in alignment with the Group’s CCCA
and NZBA commitment,

Our Material Topics in Governance and Risk
Performance Ratings in 2023

Ranking in Overall Topics
13 Material Topics (5 being highest)

3 Governance & Ethics 413

4 Risk Management and Business Resilience 4.00
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In the context of a regional banking group with robust controls, policies, procedures, guidelines, and an
ethical culture, receiving high rankings for Governance and Ethics from stakeholders is a positive outcome.
This reflects the effectiveness of the organization’s efforts in fostering a strong governance framework and
ethical practices. Additionally, the Bank’s overall risk management including risk culture, risk governance
structure, risk appetite and tolerance setting, risk monitoring and reporting, risk management strategies,
internal controls, crisis management and business continuity planning, along with technology and data
analytics, has enabled the Bank to improve its business resilience.

CIMB Thai's Achievement in Thailand’s CGR 2023

Corporate Governance Report of Thai Listed Companies (CGR) is an annual corporate governance survey
operated by Thailand Institute of Directors (IOD) with the support of the Stock Exchange of Thailand and
Securities and Exchange Commission since 2001

The criteria and methods used in the CGR aligns with the principles of the Organization for Economic
Cooperation and Development (OECD), Stock Exchange of Thailand, Securities and Exchange Commission,
and assessment criteria of ASEAN Corporate Governance Scorecard.

In 2023, the Institute of Directors (IOD) has introduced new assessment criteria for corporate governance
assessment in alignment with international standards. The assessment criteria were reduced from 5
categories to 4 categories, while the weightage was adjusted to be consistent with the criteria for each
category. In addition, the scoring methodology has also been adjusted to include normal scoring, bonus points,
and penalties.

The 2023 CGR is structured into four categories as outlined below:

1 Rights of Shareholders and Equitable Treatment of Shareholders: An enhancement has been made
regarding the rights of shareholders and the commitment to treat shareholders equally. A significant
addition includes the incorporation of a hybrid Annual General Meeting (AGM) to adapt to the current
situation and align with the duties of the board. This adjustment aims to ensure proper care and
non-discrimination towards shareholders.

2. Role of Stakeholders and Sustainable Business Development; Emphasis on sustainable business
operations, from the formulation of policies and objectives, identification of material topics, and the
management of environmental and social aspects covering greenhouse gas management and human
rights.

3. Disclosure and Transparency: Refining the assessment criteria to ensure clarity, simplicity, and an
emphasis on promoting the disclosure of key ESG information.

4, Responsibilities of the Board: Enhancing the assessment criteria to emphasize the performance of
the Board of Directors (CG in Substance) and elevating governance standards.

In2023, the Bank achieved an outstanding 99% in Corporate Governance (“CG”) scoring, earming an Excellent
(5-Star) rating for four consecutive years. This marks a substantial improvement from 93%in the previous year
and surpasses the banking industry average of 88% in 2023.

The Bank excelled with an impressive 101% score in Category 2: Role of Stakeholders and Sustainable
Business Development, a significant increase from 91% last year, this stems from our robust Sustainability
management encompassing the ESG spectrum, alongside active and transparent stakeholder engagement.
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Additionally, we have noteworthy improvement in Category 3: Disclosure and Transparency, with a score of
98%, up from 96% in the previous year. This increase is attributed to enhanced disclosure practices related
to the Bank’s ESG aspects, encompassing ESG goals, performance outcomes, and indicators, which signified
the Bank’s commitment to transparent and open communication practices.

These achievements underscore the Bank's commitment to excellent corporate governance and demonstrates
its commitment to operating the company sustainably in accordance with ESG principles.

Governance and Ethics

CIMB Thai adheres to business ethics and a Codes of Conduct that are fundamental to establishing and
promoting corporate governance to a higher standard. This forms a solid foundation for sustainable business
growth and the achievement of business goals.

In ensuring compliance with corporate governance standards, the Bank revised, approved, and implemented
its Corporate Governance Policy since November 2022. The Corporate Governance Policy aligns with the
Corporate Governance Code for Listed Companies 2017 (CG Code 2017), including expectations of the
Corporate Governance Report of Thai Listed Companies (CGR) 2023.

Our Corporate Governance is structured based on eight principles:

Accountability

Responsibility

Equitable treatment

Transparency

Code of Ethics and Conduct

Creation of long-term value added with a purpose-driven approach as a sustainable organization
Good corporate citizenship

Corporate resilience

Governance of use of inside information

The Bank has oversight of the use of inside information in accordance with the good corporate governance
principles.

The Board has established policy and procedures governing the use of inside information, thereby directors,
executives and staff of the Bank, as well as their spouses and underage children shall refrain from using any
inside information which is of material aspect and has impact on the Bank’s securities price that are not yet
disclosed to public for buying, selling, transfer or receipt of transfer of the Bank’s securities during a 1-month
period before disclosure of such information to the public.

Moreover, directors and senior executives from the rank of senior executive vice president upward, or the
equivalent, and executives/supervisors of accounting or finance work unit including persons having
relationship with the foregoing, who have a combined shareholding exceeding 30 percent of the total voting
rights and representing the largest shareholding proportion in such juristic person, and wish to buy, sell,
transfer, or receive transfer of securities and derivatives with the Bank’s securities as the underlying asset, are
duty-bound to report their securities and derivatives holdings as well as any change in such securities and
derivatives holdings to the SEC within three business days from the transaction dates thereof.
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Policies on Anti-Corruption and Giving and Acceptance of Gifts and Entertainment

CIMB Thai is committed to conducting our business free from any form of bribery or corruption. We adopt a
zero-tolerance approach to any acts of bribery or corruption perpetrated by employees, suppliers and business
partners. In line with Thailand’s Private Sector Collective Action against Corruption (CAC), “Bribery refers to
the offering, promising, giving, accepting or soliciting of an advantage as an inducement for an action which
Is illegal, unethical or a breach of trust. Inducements can take the form of gifts, loans, fees, rewards or other
advantages (taxes, services, donations, favours etc.).”

The Bank has participated in and been certified for the first renewal of membership of the CAC to underline
our ongoing commitment to fight all forms of corruption. We have mapped out sound practice guidelines and
procedures to counter corruption with the anti-corruption policy and procedures established to be strictly
adopted by directors, executives and staff of the Bank and the companies in our financial business group. We
have also reviewed the relevant practices, oversight structure, risk management system, internal control and
audit system to safeguard against any internal fraud. In addition, the Bank has established a “tone from the
top” to ensure zero-tolerance for all forms of bribery and corruption, with clear consequences for breaches,
including disciplinary action at all levels.

The Bank has put in place our Anti-Bribery and Corruption Policy. This policy is applicable to all levels of the
Bank’s directors, advisors and workers, from contract-based routine workers, either under fixed term or
temporary contract, to advisors, trainees, those sent to work somewhere else for temporary or those working
abroad, temporary employees, representatives, supporters or any other relevant persons. Compliance with
this policy is regarded an employment conditions for all employees.

Employees and associated persons who refuse to accept or offer a hribe, or those who raise concerns or
report another’s wrongdoing, are protected from any reprisals or retaliation. Reprisals on whistieblowing
include dismissal, demotion, suspension, harassment, disciplinary action, threats, termination of the
contractual relationship or other unfavourable treatment connected with raising a concern. Any employee who
has faced any form of reprisals shall raise the matter to the Bank’s Compliance Department.

The Bank abides by anti-corruption laws applicable in Thailand, and in any jurisdictions in which it has business
operations. In case of any conflict of interest or any discrepancies that contradict the Bank’s policies or any
relevant laws and regulations, the stricter rules and regulations is complied with.

To increase additional controls, the Bank implemented our Policy and Procedure on Giving and Acceptance
of Gifts and Entertainment. This Policy aims to serve as a quideline for executives and staff of the Bank and
our subsidiaries, which also covers theirimmediate family members, comprising their spouse, parents, siblings,
children and the respective spouses. The Bank will cooperate and support external agencies in preventing
and suppressing fraudulent acts, by encouraging its employees’ involvement in monitoring and examining
frauds and developing an examination system and mechanism to ensure the control and check and balance
that are proper, clear and efficient.

All stakeholders have also been requested to refrain from giving gifts to the Bank’s executives and staff
members. At the same time, Bank employees are prohibited from offering gifts unless approved by the CEO
or a relevant Management Committee (MC) member. This aims to prevent and reduce circumstances where
corruption risk may be incurred and to ensure that the Bank operates business in accordance with corporate
governance principles, and with integrity, transparency and avoidance of conflicts of interests, which are the
core principles of business operations for sustainable growth of the Bank.
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The Anti-Bribery and Corruption Policy is publicly available on CIMB Thai's website and regularly
communicated to all directors, executives, and employees via various communication channels. In addition,
for greater internal awareness and competence around relevant anti-bribery and corruption laws, all staff and
executive are required to attend an annual internal refresher course and pass the test to comprehend the
purpose of anti-bribery and corruption, conflict of interest and Chinese Wall, and personal account dealing.
For new employees, they must take a compulsory e-learning course and pass the assessment. Al staff must
sign on the “Acknowledgement and Compliance Form” to assure that they have read, understood the policy
and procedures, and will put the same into practice.

Financial support or contributions given to organizations or individuals must follow the Group’s corporate
social responsibility framework/guidelines, including the making of a gift to charity or public organizations.
Due diligence must be conducted for all sponsorships and donations to ensure that they are not in exchange
for an inappropriate advantage or benefit, are not used to facilitate and conceal acts of bribery, and will not
result in any conflict of interest.

CIMB Thai provides an avenue for all employees, business associates and associated persons, members of
the public, or any stakeholders to disclose any bribery, corruption, or other forms of improper conduct within
CIMB Thai. The Bank has set up channels for whistleblowing to receive reports on suspicious fraud/corruption
incidents or behaviours, or any conduct which employees and stakeholders believe or suspect may be involved
with fraudulent/ corruption acts in the future.

In 2023, The Bank has conducted a risk assessment on all of our operations, covering regulatory landscape,
regulatory requirement, internal control lapses (Management Self-Identified Issue reported by business units),
any exceptions found (Loss Event Data reported by business units) and customer complaints. No material risk
regarding bribery and corruption were identified through the risk assessment. In addition, no allegations of
corruption or bribery or complaints against the Bank have been raised by the Bank of Thailand, the
Anti-Money Laundering Office, the Office of the National Anticorruption Commission, and the Securities and
Exchange Commission.

0 55 | 100%..2

by employees and business partners in 2023 completed the Anti-Bribery and Corruption refresher course
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Communication on the Anti-Corruption Policy in 2023

Type of employment - Number (Persons) Percentage
Board Members 7 100
Total Board Members 7 100
Management Committee (MC) 14 05
Permanent/Regular Employee 2,468 86.2
Temporary Worker 17 06
Contractor 361 127
Total CIMB Thai Employee 2,468 100
CIMB Thai Auto 701 724
WorldLease 267 216
Total Subsidiary Employee 968 100
Business partner 331 48.0
Supplier 359 52.0
Total Business Partner and Supplier 690 100

As of 31 December 2023, there were no confirmed incidents in which employees were dismissed or disciplined
for corruption, no confirmed incidents where contracts with business partners were terminated or not renewed
due to violations related to corruption, and no public legal cases regarding corruption brought against the
Bank or our employees.

Governance on Responsible Marketing and Labelling

CIMB Thai is committed to providing clients with high-quality products and services while safeguarding their
Interests and treating them fairly in all aspects of their dealings with the Bank. The Bank’s market conduct
policy was established in accordance with Bank of Thailand regulations and in accordance with CIMB Group's
policy of treating customers fairly in order to inculcate market conduct principles into CIMB Thai's corporate
culture.

As a commercial bank regulated by the Bank of Thailand and other laws in Thailand, The Bank complies with
all requirements by establishing procedures for product and service information and labeling, including all
content that might produce environmental and social impacts. All products and services provided by the Bank
Is covered by and assessed for compliance with regulatory procedures by the Business Units, the legal division,
and compliance division.

The Bank’s Market Conduct Policy underlines the 5 core principles to guide business units on the
activities to be considered and prioritized. The purpose of these principles is to guide employees on how to
achieve fair treatment of customers and the desired outcomes for customers. These principles are to be
communicated and practiced by all employees at all times and to ensure that customer will be served and
treated fairly.
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Treated Fairly Customers can be confident that they are dealing with an organization where fair treatment of
customers is central to CIMB Thar's culture. CIMB Thai must have monetary services and products
that customer can reach at an appropriate price.

NeedsBased Selling | Products and services marketed are designed to meet the needs of customers fairly.
Customers’personal information and assets are safeguarded and to be treated appropriately.

Transparency & Customers can receive clear, relevant and timely advice to make suitable and informed decision
Suitable Advice without disturb their privacy. And allow customer to have adequate information to compare with
other financial service provider’s product before, during and after sale. When customers receive
advice, the advice is suitable and takes into account of their circumstances.

Flexibility Customers do not face post-sale barriers imposed by CIMB Thai to change product, switch
provider, submit a claim or make a complaint/remuneration.

Peace of Mind Customers understand their rights and duties regarding the use of financial services. CIMB Thaiis
important in helping to foster customer financial knowledge suitably.

The Bank developed and implemented products that are suitable to customer’s needs, financial ability, and
understandability based on each customer target group and ensure an utmost benefit of customers. The
products should be suitable to salesperson ability, system, and ability to control and oversee of fairly sale
quality so that customer will receive fairly product both in price and in condition.

We also designed the sales process that would allow us to provide services to customers without disturbing
their privacy. Customer should be entitled to receive complete and accurate information and such information
shall not be exaggerated. The information must be adequate for customers to make decision with true
understanding in products. In addition, the products offering must fit customers’ needs, financial literacy and
understandability of products.

As of 31 December 2023, there were no incidents of non-compliance with regulations and/or voluntary codes
concerning product and service information and labelling, non-compliance with regulations resulting in a fine
or penalty, non-compliance with regulations resulting in a warning, non-compliance with voluntary codes

As of 31 December 2023, there we no incidents of non-compliance with regulations and/or voluntary codes
concerning marketing communications, including advertising, promotion, and sponsorship, including incidents
of non-compliance with regulations resulting in a fine or penalty, non-compliance with regulations resulting in
a warning, or non-compliance with voluntary codes.

Risk Management and Business Resilience

A robust and effective risk management system is critical for the Bank to achieve continued profitability and
sustainable growth in shareholder value amidst today’s globalised and inter-linked financial and economic
environment,

The Board recognises that sound risk management is an integral part of the Bank’s business, operations, and
decision-making process, and is critical in ensuring the Bank’s success and sustainable growth.

Generally, the objective of our risk management activities are to:

L |dentify the various risk exposures and capital requirements;
2. Ensure risk-taking activities are consistent with risk policies and the aggregated risk positions are
within the risk appetite as approved by the board of directors; and
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3. Create shareholder value through a sound risk management framework.

The emphasis on a strong risk management culture is the foundation of the control mechanisms within the
Bank’s Enterprise-Wide Risk Management (EWRM) framework. The framework consists of an on-going
process of identifying and assessing, measuring, managing and controlling, as well as monitoring and
reporting material risks affecting the achievement of the Bank’s strategic business objectives.

To further enhance the cultivation of risk management culture, the Bank employs the three lines of defence
model in implementing the EWRM framewaork, providing risk management accountability across the Bank.
The Board has also established the Board Risk and Compliance Committee, whose responsibilities, amongst
others, include overseeing the effective implementation of the EWRM framework.

Key components of the EWRM framework are presented below:

Governance & Organization

Risk Appetite

o Risk Management Process
=2
=
© Business Risk Risk Risk Monitoring
ﬁ Planning Identification Measurement Management & Reporting
oc & Assessment & Control
o)
o
Risk Policies, People Technology
Methodologies & & Data
Procedures
nt Infrastructure
o o

With regards to the risk management governance and oversight, the Board has appointed the Board Risk and
Compliance Committee (BRCC), to ensure independent and greater risk governance and accountability for
all types of risks and compliance.

In addition, the Board has appointed the Risk Management Committee (RMC), reporting to the BRCC, to
oversee various risk areas and any related matters, such as credit risk, operational risk, reputation risk,
capital risk {to comply with Basel regulatory requirements)etc. The RMC is composed of members with relevant
and seasoned experience and expertise. Its key responsibilities are to review and recommend to the BRCC
and the Board risk management policies and frameworks as well as to establish a corresponding governance
structure which would ensure that not only risks are managed efficiently and effectively, but also decisions are
made in a transparent manner. Moreover, the Asset Quality Committee (AQC) has been appointed by the BRCC
with responsibilities to review and/or recommend for approval the account plan for troubled debt or debt with
signs of deterioration to the Board/relevant committee (where necessary) and to approve and concur
proposals and provision of such account with problems or potential problems from non-retail business units.

119



120

The Risk Management Division acts as a catalyst for the development and maintenance of sound risk
management policies, strategies and procedures within the Bank. It provides functional support to the BRCC,
the RMC, the Credit Committee, and Risk Management sub committees, and assists the management in
managing risks inherent to the Bank and our businesses. Risk Management Division is independent from
other business units involved in risk taking transactions or activities. In addition, Special Assets Management
has been established under Risk Management Division to take charge of managing credit quality concerned
assets as well as providing advice to early manage customers with signs of credit quality deterioration.

Areas under the Bank’s Risk Management includes:

Credit Risk Management

Market Risk Management

Liquidity Risk Management

Operational Risk Management

Management of Interest Rate Risk in Banking Book

Sustainability and Climate-related Risk Management

As a financial institution, we recognize that our business operations play a major role in the capital flow of
business operations in the community. In accordance with the CIMB Group’s Enterprise-Wide Risk Framework,
the Bank has incorporated Sustainability considerations into our risk assessment and strategies with the goal
of managing financial and non-financial risks, such as climate-related physical risks (e.g. flood, wildfire, and
etc.), transition risks (e.g. changes in regulatory requirements, government policies, technologies, and
customer preference), and human rights risks, in order to ensure that our business operations have a
long-term, net-positive impact on our current and prospective stakeholders.

The scope of Sustainability risk includes:

Environmental Risk Economic / Ethical Risk

Climate Risk: Transition and Human Rights Risk Employee Conduct Risk
Physical Risk

Energy, Water, Waste and Employee Health & Safety Risk Sustainable Financing Risk
Emissions Management Risk

Biodiversity Risk Employee Wellbeing Risk Financial Inclusion Risk

Employee Diversity and Inclusion Risk | Sustainable Procurement Risk

Corporate Social Responsibility Risk | Treating Customer Fairly Risk

As the world moves towards the middle of the century, climate risks marked by frequent severe weather events
and record-breaking temperatures, are intensifying. Regulatory pressures and market changes are increasing
transition risks, leading to a demand for greater transparency from investors. Simultaneously, opportunities in
sustainable finance are on the rise, fueled by a growing demand for environmentally responsible investment
options.

As a financial services provider, we are exposed to climate-related physical and transition risks. These could
materially impact our performance and longer-term resilience in the form of credit risk, liquidity risk, market
risk and reputational risk, among others. Our physical ability to operate could also be impacted, and the
safety of our employees put at risk. To combat and adapt to climate change, it is appropriate and responsible
to factor climate-related risk considerations into our business decisions.

CIMB Thai Bank Public Company Limited » Sustainability Report » 2023

CIMB Thai aligns our climate-related risks to the Taskforce on Climate-related Financial Disclosures (TCFD)
Recommendations. The Task Force on Climate-related Financial Disclosures was established by the Financial
Stability Board to help identify the information needed by investors, lenders, and insurance underwriters to
appropriately assess and price climate-related risks and opportunities. To have a complete view of CIMB Thai's
climate-related disclosures, please refer to the CIMB Thai TCFD Report 2023

Transition Risks

Policy & Legal
Technology
Market
Reputation

Physical Risks

Acute
Chronic

Risk Category

Transition Risks: arising in the process of
adjustment towards a low-carbon economy

Physical Risks: arising in the event of
increased severity and frequency of climate
change induced events

Opportunities

| |
| |
v v

Strategic Planning
Risk Management

Opportunities

Resource Efficiency
Energy Source
Products/Services
Markets

Resilience

Example of Potential
Transmission Channels

Policy and Regulatory Changes, suchas
national net zero policies, carbon taxes,
and climate laws

Lower corporate profitability (e.g. due
to increase in production costs,
reduced agricultural yields) and
increased litigation

Technology Shifts, such as new
low-carbon or carbon-capture
technologies and compliance costs

Corporate devaluation or premature
asset write-downs (e.g. closure of
coal-fired power plants due to lower
cost of renewable energy)

Investor Expectations, such as
portfolio-level goals and increasing
standards to avoid greenwashing
claims

Rising public scrutiny on corporates’
unsustainable behaviors and
potential drastic loss of customers,
impacting profitability

Consumer Preferences, such as a
moving away from high risk products
towards greener and more sustainable
alternatives

- Reduced, residential and
commercial property values in
high risk areas such as those in
floodplains, and increase in prices
of property in higher elevations

- Lower household wealth and
higher inflation (e.g. rising living
costs due to carbon cost
pass-through)

Acute Drivers, such as heatwaves,
wildfires, extreme rainfall and flooding,
and droughts

Operational disruptions resulting in
income 10ss (e.g. supply chain
disruption, damaged machineries
duetofloods, heat stress and related
deaths at workplaces)

Chronic Drivers, such as sea level rises,
sustained hot temperature, reduced
rainfall, shifting seasons, and
longer-term shifts in climate patterns

Higher government spending to
adapt to climate change or lower
revenue due to lower tax
contributions from corporates
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CIMB Thai in alignment with the Group maintains a Risk Hotspots and Emerging Risks Report that is updated
periodically to our governance bodies. Here, we have identified Transition Risks to include:

L Policy and regulatory changes, e.g. GHG emission reduction policies including carbon taxation,
outright bans on carbon-intensive activities that will create credit & reputational risks to CIMB Thai
and CIMB Group whereby companies financed caused environmental breaches such as pollution.

2. Stakeholder demands, e.g. investors will scrutinize more on our financing activities such as to the
carbon intensive sectors, customers may shun away from brands that are perceived to be
associated with contributing to the climate crisis.

3. Technology shifts, e.g. with the demand for new low carbon technologies surging, there could be a
technology risk in terms of sudden rush of capital expenditure on these technologies wherehy some
may be unproven or not effective. Besides, with the development of renewable energy expecting to
grow rapidly, sectors such as coal and fossil fuel wil likely be turned into stranded assets.

In 2023, the BOT published its “Policy Statement of the Bank of Thailand: Internalizing Environmental and
Climate Change Aspects into Financial Institution Business” (Standard Practice). The BOT has aligned its
Standard Practice with the TCFD Recommendations, and requested financial institutions to apply this policy
statement in accordance with their organizational structure, size, business complexity, and materiality of
environmental risks on their businesses to achieve tangible results.

Economic
Transmission
Channels

Environmental and
Climate Change

Financial Risks

Physical Risks Microeconomic Impact on
* Acute risks (e.g. wildfire, flood, Households Businesses,
or cyclone) and Assets
+ Chronic risks (e.g. changes in + Loss of income
average global temperature, + Damaged or stranded assets
ocean level and acidification,
and rainfall

Credit risk
Market risk

Liquidity risk
Macroeconomic Impacts on
the Overall Economy

* Higher production cost

* Lower national productivity
+ Loss of competitiveness

Transition Risks .
+ Consumer/investor behaviours

Operational risk

* Official regulations and policies

* Technological development Other risks

The Standard Practice provides guidelines for financial institutions on managing its risks:

L Credit Risk: Financial institutions should understand and assess the impact of environmental risks
on their credit risk exposure by establishing policies and tools in identifying, assessing, monitoring,
controlling, and reporting the impact of environmental risks throughout the credit cycle.

2. Market Risk: Financial institutions should understand and assess the impact of environmental risks
on the financial instruments in their portfolios by evaluating potential losses and volatilities as well as
having in place a process to control the risks and adjust their investment strategies and portfolio
allocation in line with the risks.
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3 Liquidity Risk: Financial institutions should understand and assess the impact of environmental risks
on their net cash outflows. For example, the need for credit and deposit withdrawals may increase
from clients who are impacted from environmental issues. This should be integrated as one of the
factors for considering liquidity buffer.

4, Operational Risk: Financial institutions should understand and assess the impact of environmental
risks on their ability to carry out normal business operations, particularly for critical business functions
and integrate them as one of the factors when considering the business continuity plans.

5. Other risks such as Strategic Risk and Reputational Risk: Financial institutions should evaluate
other risks that may occur from impacts of environmental risks and integrate them as part of the
processes to set organizational strategies and risk management.

In view of these risks, the BOT expects financial institutions to implement environmental and climate risk
management in the following ways:

L Integrate environmental and climate risks as part of the organizational risk culture and risk
management process with regards to the Three Lines of Defense model and set up policies,
mechanisms, and data capability to support effective risk management.

2. |dentifying and assessing environmental and climate risk both at the transaction and portfolio levels.

3 Control and mitigate environmental and climate risks to acceptable level both at transaction and
portfolio levels.

4, Monitor environmental and climate risks both at the transaction and portfolio levels and be able to
consistently report to the Board of Directors and senior management in a timely manner.

The BOT will require financial institutions to consistently assess and evaluate environmental and climate risks
and their financial impacts through forward-looking methods, incorporating hoth quantitative and qualitative
analyses. This involves considering environmental and climate factors in scenario analysis and stress testing,
utilizing the outcomes to inform business strategy, risk management, internal capital adequacy assessments,
and financial performance reporting. The frequency of these assessments should align with the materiality of
risks associated with clients, counterparties, sectors, types of transactions, or portfolios. When conducting
scenario analysis and stress testing, it is crucial to:

> Assess the potential impact of both physical and transition risk.
> Evaluate the evolution of environmental and climate risks in different climate scenarios.
> Understand how environmental and climate risks may manifest in the short-, medium- and long-term,

depending on the specific scenarios being considered.

In2023, the BOT through the TBA developed the “Industry Handbook: Internalizing Environmental and Climate
Change Aspects into Financial Institution Business for Banks” (Industry Handbook). The Industry Handbook
provides details of 58 industry practices to meet the expectations set forth in the Standard Practice.
Representatives from the Sustanability Team of CIMB Thai participated in the development of the Industry
Handbook as members of the TBA Working Group.

Our Current Approaches

CIMB Thai and the Group aim to be at the forefront of driving a just transition in the markets we serve. Through
close collaboration with international and local working groups, including the Group’s role as a signatory to
the Net Zero Banking Alliance (NZBA), we actively exchange experiences and embrace best practices and
tools.
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By aiming for Net Zero by 2050 in key sectors like Paim Oil, Power, Coal, and Cement, we are charting a
course toward achieving Net Zero financed emissions in these sectors by the target year. Additionally, we are
presently formulating targets for other carbon-intensive segments of our portfolio, such as Oil & Gas and Real
Estate. These targets are slated for public release in 2024,

CIMB Group, as an ASEAN banking group based in Malaysia, adheres to the policies and guidelines set forth
by the Bank Negara Malaysia (BNM). As part of CIMB Group, all CIMB regional entities including Indonesia,
Singapore, Thailand, and Cambodia, aligns with the Group’s compliance to BNM while meeting the local
requirements set by its respective central Bank or monetary authority. Some of the BNM policies extend to
the Group’s overseas subsidiaries and branches.

BNM introduced regulatory and supervisory initiatives aimed at enhancing the climate resilience of the
financial sector:

1 Climate Risk Management and Scenario Analysis (CRMSA) Policy Document

BNM issued a comprehensive policy document outlining the principles and requirements for climate risk
management and scenario analysis. This initiative is designed to empower financial institutions in
strengthening the sector’s resilience against climate-related risks. Moreover, it serves as a crucial tool to
facilitate a just and orderly transition to a low-carbon economy.

This policy applied to financial institutions (excluding financial holding companies) at both the entity level (the
global operations of the financial institutions, including overseas branches) and consolidated level (includes
all financial and non-financial subsidiaries).

Financial institutions are also mandated to make annual climate-related disclosures in alignment with
TCFD Recommendations. These disclosures, along with annual financial reports, are required for financial
years commencing on or after 1 January 2024.

2. 2024 Climate Risk Stress Testing (CRST) Exercise Discussion Paper:

BNM released a discussion paper outlining a framework for a climate risk stress testing exercise which will
take place in 2024. It outlines the key features of the exercise, including participation, scenario narratives and
specifications, modelling horizon, and assumptions for balance sheet growth as well as high-level overview
of the timeline of the exercise, including the critical milestones and submission requirements. It aims to assess
Malaysian financial institutions’ resilience to physical and transition risks posed by various climate scenarios.

The objectives of the exercise are for the financial sector include quantifying exposures and potential losses,
enhancing modeling capabilities for climate-related risks, providing insights to strengthen stress testing
practices, initiating strategic discussions among boards and senior management, identifying possible
responses and systemic risks, pinpointing current gaps and challenges, and expediting data collection for
climate-related risk management.

This stress test results will not be used to directly set the financial institution’s capital requirements but wil
contribute to ongoing supervisory reviews ensuring financial institutions maintain comprehensive risk
management practices.

For the 2024 CRST, the BNM proposed the utilization of three climate scenarios provided by the Network for
Greening the Financial System (NGFS) to capture the impacts from diverse combinations of transition and
physical risks up to 2050. Climate scenarios include:

L Current Policies scenario
2 Nationally Determined Contributions (NDCs) scenario
3 Delayed Transition scenario
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In 2023, CIMB Group piloted a Climate Scenario Analysis (CSA) on the Group-wide non-retail financing
portfolio, which extended to CIMB Thai. This involved the development of quantitative models for key
portfolio segments, aimed atillustrating potential implications of policy changes, technological advancements,
and changes in consumer behaviour outlined in established climate scenarios, particularly those from the
Network of Greening the Financial System (NGFS).

The parameters selected for this pilot assessment were guided by Bank Negara Malaysia’s (BNM) 2024 Climate
Stress Testing (CRST) Discussion Paper, focusing on understanding the climate-related materiality for credit
risk, without immediate capitalization for the time being.

For the Bank’s non-retail corporate portfolio, we utilize a bottom-up approach, utilizing company-specific data
like financials and emissions information. This enables an assessment of potential credit rating impacts across
key sectors, including Power, Oil and Gas, Real Estate, Agriculture, Transportation, Manufacturing, and Metals
& Mining. Our models are driven by deterministic NGFS scenarios, indicating the required pace of policy actions
for specific temperature outcomes. These three scenarios, categorized as “orderly”, “disorderly”, and “hot
house world", project diverse climate policy dynamics and potential sector implications.

Our analysis incorporates a thorough examination at the company level, assessing how core financial drivers
In each sector impact company performance and eventual credit rating shifts within the projected timeframe.
We selected sample companies from our portfolio based on exposure materiality, data accessibility, and
sector representation. To extend this assessment across our non-retail financing portfolio, we conducted an
additional top-down analysis, extrapolating information from the company-level bottom-up analysis.

Key Drivers
Illustrative impact
on palm oil sector
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The models and insights gained from this pilot study serve as a foundational base for CIMB Thai to integrate
with any forthcoming local regulatory guidance, ensuring that our climate-related risk assessment methods
and stress testing approaches align closely with Thailand’s evolving regulations. This alignment will enhance
CIMB Thai's capacity to manage climate-related risks in the local financial landscape while promoting
sustainable finance and meeting regulatory standards effectively.

In 2023, BOT has begun developing a framework for climate scenario analysis and stress testing. The Bank
has continued to engage with BOT and has been preparing for the impending climate scenario analysis and
stress testing exercise by 2024.
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