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CORPORATE GOVERNANCE

Annual Report 2006

The Board of Directors of The Erawan Group Public Company Limited has made it a priority as a public company
to ensure that its business is administered within a framework of corporate governance. Best practices on corporate
governance from local and infernational companies have been compiled while the Company fries to understand the
principles behind the concept so that they can be successfully applicable to The Erawan Group. As some practices
cannot yet be concluded as the best, the Board of Directors therefore sets a policy to review the practices on corporate
governance at least once a year or even more, if necessary.

Aside from ensuring compliance according to the principles of good corporate governance as required by the
Stock Exchange of Thailand, the Board of Directors has also appointed the Nominating and Corporate Governance
Committee (NCG), whose duties are to review the Board of Directors’ structure, determine specific qualifications of its
members, recruit candidates to become directors and ensure that directors, executives and other staff readlize the
importance of corporate governance while complying with them constructively in a manner that corresponds to the
group’s unique corporate culture.

CORPORATE GOVERNANCE POLICY

The Erawan Group is managed by a team of executives and staff under the supervision of a Chief Executive
Officer (CEO) whereby shareholders appoint a 12 - member Board of Directors from candidates with eclectic
experiences in finance, business administration, finance, management, marketing, service, tourism and law. The directors
will monitor the management to ensure long - tferm added values for the Company’s shareholders while taking into
consideration the interests of other stakeholders ; namely, customers, suppliers, creditors, staff and the environment.

BUSINESS ETHICS

One of the Company’s priorities is to promote business ethics to its staff while performing their tasks and at the
same time to constantly update them to suit the Company’s corporate culture since the ultimate goal is to ensure that
directors, executives and employees truly realize what their duties to stakeholders, the society and the environment are.

The Erawan Group has pursued the principles of corporate governance in its business policy and a manual of
business ethics has already been published. The manual consists of the best practices and the good corporate
governance policies that correspond to the Group’s strategies and business.

To ensure that the Erawan Group’s executives perform duty with infegrity, fransparence and fairness and to make
sure that any decision is made on account of the Group’s best interests and in accordance with the principles of
corporafte governance, the following :

BEST PRACTICES FOR EXECUTIVES

1. Keep confidential information secret and refrain from disclosing any information considered confidential to
the third party without proper authorization.

2. Those directly involved with financial information and / or other information which may affect the Company’s
securities price are prohibited to trade the Company’s securities during a 30 - day period prior to the
disclosing date of the Company’s operation or the reporting date of its business to the Stock Exchange of
Thailand and the Securities and Exchange Commission.

3. Refrain or avoid expressing any opinion to the third party or the press in any matter related to the Company
without proper authorization.

4. Avoid using one’s position and / or information acquired as a result of duty to seek interests for oneself or
others.
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5. Refrain from doing anything or participating in any action or covering anything that might lead to a conflict
of interest or that prevents one from performing his duty with fairmess or refrain from participating in any illegal
cover - up operation.

6. Refrain from doing anything deemed as demanding for or receiving an object, gift, souvenir or entertainment
service worth more than Baht 5,000 (Five thousand Baht) a year. In case the request can’t be denied, the
person receiving such gift must reveal and turn over the giff o the Internal Audit Department.

7. Those involving in negotiating a business deal worth more than Baht 100,000 (One Hundred Thousand Baht)
are required to reveal his personal relationship and a couple and closed relatives according to the personal
relationship disclosure form before submitting it to the Internal Audit Department as an expression of opinion
to the President & CEO.

8. Mobile phone shall be avoided when negotiating a business deal worth more than Baht 100,000 (One
Hundred Thousand Baht) and at least one employee shall be present in such negoftiation.

9. Any negotiation relating to the bidding shall be discussed at the Company’s premise only unless it is necessary
where the Infernal Audit Office shall be notified in advance and at least one representative from the Bidding
Committee shall affend such negotiation.

10. Avoid using or giving any information or indicating any detail about the operation which may prompt any one
or several bidder or bidding party to be more advantageous when submitting the tender.

BALANCE OF POWER BY NON - EXECUTIVE DIRECTORS, CONSOLIDATION AND DIVISION OF POSITION

The Company has determined qualifications of those nominated as members of its Board of Directors that are in
line with and no less than the requirements set by the Stock Exchange of Thailand. Each committee has a clear scope
of power. To balance the power, no less than one - third of the Company’s directors must be independent (meaning
one independent director out of two company directors). This refers to one management executive; namely, President
and Chief Executive Officer (CEO), six independent directors and five directors with stakes, totaling 12 Chairman of the
Board meanwhile will be an independent director and a different person from the CEO and Managing Director to ensure
a transparent exercise and balance of power.

COMMITTEES

The Board of Directors has appointed four committees on the principles of balancing the power, fransparency
and division of labor based on responsible scopes of power. Chairman of each committee has a duty to propose
approved policies to the Board of Directors.

BOARD OF DIRECTORS” MEETING

In 2006, the Company organized eight meetings of the Board of Directors, twelve meetings of the Financial and
Risk Management Committee, six meetings of the Audit Committee, four meetings of the Nominating and Corporate
Governance Committee, and four meetings of the Management Development and Compensation Committee. At each
meeting, no fewer than 86.52% of directors affended the meeting. All meetings were recorded in writing.

BOARD EVALUATION
The board of directors’s performance will be assessed at least once a year. Each of the 12 directors will conduct
the evaluation based on the guidelines set by the Stock Exchange of Thailand and Thai Institute of Directors (I0D).
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BOD Performance Evaluation In 2006 as follow :

BOD’S EVALUATION
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2.To determine strategics plan 96% 92% 96% 84% 84% 100% 76% B 100% 88% 68% 84%
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REPORT OF BOARD OF DIRECTORS
The Company requires all meetings be recorded in writing where material contents are fully and adequately

summarized.

COMPENSATIONS OF DIRECTORS AND EXECUTIVES

The Nominating and Corporate Governance Committee’s duty is to consider the soundness of director’'s compen-
sations based mainly on their scopes of work and responsibilities before proposing them to the Shareholders” Meeting for
approval. Director’'s compensations both of the Company and its subsidiaries meanwhile are individually disclosed in an
annual report.

The Management Development and Compensation Committee has also determined compensations of President

and Chief Executive Officer as well as approved the compensation policy.
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SHAREHOLDERS : EQUAL RIGHTS
We believe in equal and fair access to information among shareholders. The disclosure must also be timely
fashion. These practices should help protect the use of insider’s information for unfair purposes.

SHAREHOLDERS” MEETING

The Company prepares a meeting by sending invitation letter to aftend the meting with supporting documents
to its shareholders no fewer than seven days in advance to ensure that shareholders receive enough information
according to the applicable standards. At the same time, shareholders are given an opportunity to exercise his rights or
give proxy to an independent director to aftend the meeting and vote on his behalf. The Company also takes care of
matters such as facilitating travel to attend the meeting, arranging the meeting venue and offering shareholders a
chance to inquire by providing enough time and attention at every meeting.

RIGHTS OF VARIOUS GROUPS OF STAKEHOLDERS

The Company has determined the rights of its stakeholders ; namely, shareholders, customers, suppliers, creditors,
employees and the society in general, to access its information, as well as a proper guideline to comply with when one
is to contact these groups of stakeholders on a fair and equal basis.

INVESTOR RELATIONS

An Investor Relations Department has been established to create information flow between the company
and institutional investors, shareholders, investment analysts, and regulators. Investors can access these information via
http://www.theerawangroup.com/investor_info.asp

LEADERSHIP AND VISION

The Company has allowed its executives to determine management strategies independently as long as they
remain within the Company’s objectives and missions. At the same fime, guidelines for executives have also been
determined to ensure that they know what their main duties are both as corporate leader and supervisor.

INTERNAL CONTROL AND AUDITING
The Audit Committee’s direct responsibility is to supervise the Company’s Internal Auditing Office, review and hire
its auditor and ensure adequate internal auditing procedures for the sake of thorough and vigilant operations.

CONFLICTS OF INTEREST

The Company has determined guidelines on how to conduct connected transaction which may involve conflicts
of interest. Such fransaction, if taking place, must be approved by the Audit Committee or the Board of Directors,
as the case may be. At the same time, the Company also requires that the fransaction and its value that might
lead to a conflict of interest in the previous year be revealed where necessity and soundness of such fransaction must
be clearly stipulated in an annual report.
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CONNECTED TRANSACTIONS
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