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The systems / measures adopted by the Bank towards its social responsibility and performance of its social responsibility

(HECEBUFBUR @ 2t 2B TR At G KRS R SR iR - HREEXZEHRE - RIEFTFHE
L BE R R EFR RIS -

To cope with the government’s policies, the Bank provides the national commercial and industrial enterprises and public with diversified
financial products, and makes every endeavor to promote industrial development, protect customer’s interests and rights, and create
shareholder value.
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The Bank has always prepared the budget for expenditure of public welfare, scholastic and cultural activities in the past, and financially
sponsored the various public welfare activities held by the government and private groups, and the various public welfare and academic
culture activities. Additionally, the Bank allocated NT$10,000,000 and employees contributed NT$2,500,000 to incorporate the “Bank of
Kaohsiung Charity Foundation™ at the beginning of 2008 to call on all colleagues and enterprises to take part in the event together by
adhering to the philosophy on “what is taken from the society is used in the interests of the society”. The Bank also cares and feedbacks to

society in a timely manner to fulfill the Bank’s social duty.
U~ HHE R EEAT A RREEERIE CEEEN
Important Information Related to the Corporate Governance Practice of the Bank

(—)EE S 96 FFZFlAC sk 1 FEBRIR " HEEFE 96 T2 s, o
Training record of directors and supervisors in 2006 . Please see the attached “Training Record of Directors and Supervisors in 2007”.

OEFHELEZANTIFREEGIRN : 96 FEERHFEER 91.49% » HEAFIEERR 91.67% o
Attendance of directors and supervisors in a Board meeting : 91.49% and 91.67% attendance rate of directors and supervisors, respectively,
in 2007.

G R EEBCR A E B8R EZRITEIE ( F2RE 1525 T8 RREMEEIGF M, -
Execution of risk management policies and risk measuring standards . Please see Page 152 “The Evaluation of Risk Management”.

(MEREBEEXEFBERZBITHEL | BIRER ZIRFEER - NMTREBEEFREHR - LIRE -
fTAME/ES  BESRMEMEB SRS E BRSO
For the protection of consumers or execution of customers’ policies : In order to improve the services provided to customers and
communication with customers, we have a Toll Free Hot Line, and Customer Service Window setup exclusively for credit, financial
derivatives and negotiation mechanisms for consumers’ financial debt.

(REBHFEMRERRLELHATEY  EFERBEELHE  HNEZGIIEREFY LEEARS
FIERRE > BB AT - AINAZRR

The effort of directors in preventing a “conflict of interest” : Directors are self-disciplined and will not cast their votes on the issues that

may represent a “conflict of interest”.
COMITREZNEZANBERERBZIHBIY | RITEREIIHRER
Insurance acquired by the Bank for directors and supervisors: No budget has been appropriated yet.
T AENAE AR E SR A M E RS L ARG TR RS SR - TERE (SR ) FEHANER
Corporate governance self-assessment report or result of assessment report made by other professional organization on a consignment basis,
major defects (or suggestions) and improvement thereof
BZE 97 F 3 H ik - AT RMEABNEE H RS o

The Bank did not make the corporate governance self-assessment report before March 2008.
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Training record of directors and supervisors in 2007
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Training Record

Period Title Name Serves SRAR 2 FE FRy PNy
Class Name Hours Unit in Charge
F1FESR ErmE SIERITESRR  |NFEH 6 |PHESRTT
Q1 |Director Kao-Chin Chairman, Bank of Corporate Governance Bank of Kaohsiung
W sl T 58 EHE S R AIAE ? EKED A EE S ek
B2 o =k E
“Where is the prosperity in Taiwan real 3 |TAIWAN
estate? Is a Bubble is near?” High-Level RESEARCH
Forum. INSTITUTE
WHBHESE |(AE EIERITHERCTE SRR E SRl S BRT (R AL HEEANGES
LatiA-] A S e
Managing Shin-Hsiung  |President, Bank of Workshop for Financial Supervision and 7 |Taiwan Academy of
Director Chuang Kaohsiung Transanctions with Related parties in Terms Banking and
of Financial Crimes. Financing
AFEEE o [BHERT
Corporate Governance Bank of Kaohsiung
EE LI/ B IEHRATEIAEACHE | NENAE R R EE 3 R B 38 25 R
Promotion and fulfillment of Corporate 3 EEZEN
Director Kuang-Erh Lai |Exec. Vice President, Governance. Taiwan Securities
Bank of Kaohsiung Association
TiE < i e 2 75 <l B P EAL B R A\ 5C HEEANGE S
S g A I B
Workshop for Financial Supervision and 7 |Taiwan Academy of
Transanctions with Related parties in Terms Banking and
of Financial Crimes. Financing
ATEE o |BHERST
Corporate Governance Bank of Kaohsiung
15 AR i 1 B SR AT {18 2 e Afr S % PIE HEEACES
Advanced class for laws regarding letter of B N P
credit and banking cases. 7 |Taiwan Academy of
Banking and
Financing
EHE T S HERTT BIFEAS | A EAEE = HEIRTT
Director Shih-Chiang  [Exec. Vice President, Corporate Governance 6  |Bank of Kaohsiung
Huang Bank of Kaohsiung
BN iy TR E K [P A G @ A4 RE 5 8 B K E EEAGES
R & i B AN e
Supervisor Chien-Sheng |Secretary General, Workshop for the effects on financial holding 3 |Taiwan Academy of
Hao Kaohsiung City companies to the financial ecology and Banking and
Government response actions. Financing
B2E\EE Ermd BERTESRE |TEEMEERHEHRITELEE i B TR 75
Q2 |Director Kao-Chin Chairman, Bank of g 2 R &
Wang Kaohsiung Effect of New Basel Accord to Banking 3 |Chinese National
Business and Enterprise Funding. Association of
Industry and
Commerce
% 4 B 5 b AR G i 17 B € mh B &
The 4th Taipei Corporate Governance Forum. G A
8  |Financial Supervisory
Commission,

Executive Yuan
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Period Title Name Serves SRR FE Py i T 23 s
Class Name Hours Unit in Charge
HE L=/ ol e ISR AT R AE RS B | SRAT (R EE ELYE OR 5 IR UCP600 HEEANGE S
ISP98 ~ £il URDG458 [t Eil 5 755 i Bl
Director Kuang-Erh Lai |Exec. Vice President, J=E| 7 Taiwan Academy of
Bank of Kaohsiung Comparision and Pratical Application of Banking and
Bank’s Guarantee and Letters of Credit, Financing
UCP600, ISP98 and URDG458.
MG AW HAE IR L5 I RBIFE 2
BREB IR ERELG
Study on the Effects of New Statement of 3 |Taiwan Securities
Financial Accounting Standards to Financial Association
Statement Analyses and Practices thereof.
HE Eefli=a SEFBUFHBR | () 2R HHRESE &R HERBIFESY
Ri& BB AR BT a5 R
Director Chung-Dar Lei |Director, Bureau of FQA in Financial Report of Listed (OTC) 3 &
Finance, Kaohsiung City |Companies and the Relevant Legal Liability. Securities & Futures
Government Information Center
FIF|HES B iE EEHETY S | EREEEKEAZHEE S L FhERRESE
Q3 ik a5 E L
Job Divisions of Directors / Supervisors and 2 &
Director Chung-Dar Lei |Director, Bureau of Managers Securities & Futures
Finance, Kaohsiung City Information Center
Government
BN |EHE RERKXB G RHBEALEREEANEHEIL HEEAGES
% B I B
Supervisor Yu-Hui Su Professor, Accounting Seminar for supervisors of trust business. 3 |Taiwan Academy of
Department of Soochow Banking and
University Financing
EE A Bl 7 B iE KBS | A EA R MR M E Hh 2 RO 3% 75 7
S B BhHE #sg Promotion and fulfillment of Corporate EEZEN
Director Ming-Fu Shaw |Full-time assistant Governance. 3 |Taiwan Securities
professor, National Association
Chengchi University,
Department of Economics
HE SR mEHBUTER | AFEAE R AEE i RBEES
Promotion and fulfillment of Corporate 3 EEE /N
Director Lai-Chuan Consultant, Kaohsiung Governance. Taiwan Securities
Chang City Government Association
B E I AR 2T By BLEC L 20 B PN S Hh 3 B 38 75 7
ARMEEE ERENE
Insider Trading Referred to in the Securities 3 Taiwan Securities
and Exchange Act and Other In-House Staff’s Azt
Criminal Liability.
BAF\HFEE BHAE [Bd 37 H 1L oK B B R | AR P 5 Z BT Hh 3 R B 38 75 7
Q4 E=3 S ESCESAS
Managing Yueh. H. Chen |Dean, National San Analyses of insider trading Taiwan Securities
Director Yat-Sen University Association
EE 5 78 L LK 2% IR A 5] |NAR S 5 Z BT 3 RBIFE 7
R NETEYS
Director Shih-Shin Chairman, Win paper Co., [Analyses of insider trading Taiwan Securities
Chang Ltd. Association
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Training Record

employees’ bonus

Period Title Name Serves AL FE ARy 55 Tiff 25 A
Class Name Hours Unit in Charge
HE Rklz e T BURT #0 # R| B Ty AL B A AU AR R FR HIE R BIEE 77 Y
SRR WE ™58 R
Director Yei-Long Wu  |Director General of Urban |Regulations governing expenses of 3 &ar
Development Bureau, employees’ bonus Securities & Futures
Kaohsiung City Information Center
Government
HE At FR A T LG EE B T o/ EACHER A rhEE B3 7
& e RE
Director Yin-Su Hong Regulations governing expenses of 3 |4
President, Kaohsiung employees’ bonus Securities & Futures
Chamber of Industry Information Center
HE A 1 B 37 BUIE K 2G| AR 2 5 Z BT hERBIFE
ES P NPT RN
Director Ming-Fu Shaw |Full-time assistant Analyses of insider trading Taiwan Securities
professor, National Acearbifam
Deparment o Eeanomics |28 2 PR B PR
SESDE A
Internal audit and control of securities firms Taiwan Securlties
Association
FHAF|HES SR T I T U A B Tl & FUMH R RR & HERBIERE
Q4 e R
Director Lai-Chuan Consultant, Kaohsiung Regulations governing expenses of 3 |&
Chang City Government employees’ bonus Securities & Futures
Information Center
HE FEOE = HEIRAT B AEASE | B T AL B AU R AR hEEREE S
WG58 R
Director Kuang-Erh Lai [Exec. Vice President, Regulations governing expenses of 3 | @
Bank of Kaohsiung employees’ bonus Securities & Futures
Information Center
BEZEA g ST BT WER |NRL S ZEINT EP%EI #‘%F‘i
ESCESA
Supervisor Chien-Sheng  |Secretary General, Analyses of insider trading Taiwan Securities
Hao Kaohsiung City Aczeatitm
Govemment 0 s 7 (B 5 Bl o 3t R 5 5
B RE
Directors’ and supervisors’ liability, and 3 &
prevention of insider trading Securities & Futures
Information Center
B Tl HALME R R & HERBIERY
a5 #RE
Regulations governing expenses of 3 |&

Securities & Futures

Information Center
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Implementation Status of the Internal Control System
Declaration on the Enforcement of the Internal Control System

e HESRAT PURBE ZE I I FE B IR

Bank of Kaohsiung

Declaration Enforcement of the Internal Control System
April 24, 2008
Attn : Financial Supervisory Commission, Executive Yuan

AEUREERITEWARITRIEIHIHE
9612 H31 HHEE G " IRIT AR A S G RZ
FEE RS o LB ESIHE - A R E
B o Al R AR L LRSS I BAT B A - E IR
MEFGMEREN > REFEFEBHIL D - WAAKE
CREEEHEEFESPERGIME "ESEY
B 55 25 B S 5 T ST PR S 4% o) ol R B MR Bl
HLUIE 2 BB HEHIHI A R 2 FIETIE E - FIETN
FS PR 1) B B AT AT R S AR o KETEET
fifi » AR B LA S LB a8 IR - 1
BENEE B WCT » REWHEG S ARITFRMK
NPIFIAE Z EENE » WHIMAR o Bt/
LWEMHER  BESNEESE - B RES
RSEE_+HE - -F=+"f -F-BL+—&
MFE—E L+ NREFEREMR -

B

S A

We, the Undersigned, hereby on behalf of Bank of
Kaohsiung declared that during the period beginning January 1,
2007 until December 31, 2007, we did faithfully build the
internal control systems and enforce risk control in accordance
with the "Enforcement Regulations for Bank Internal Audit
Control System". Further through detached and independent
Audit Department, we conducted audit with audit reports duly
submitted to the board of directors and supervisors on a periodic
basis. We evaluated the effectiveness of its Internal Control
System in accordance with the Guidelines for the Establishment
of the Internal Control System by Public Companies (the
Guidelines) set forth by the Securities and Futures Commission
of the Financial Supervisory Commission. Through prudent
assessment, all units of the Bank did faithfully enforced the
internal control and legal compliance. The Statement of the
Internal Control System will be a prominent feature of our
annual report and prospectus, and will be released to the public.
Should any statement herein involve forgery, concealment or
any other illegality, Articles 20, 32, 171 and 174 of the "Security
and Exchange Act" shall apply.

BN

Declarants

ﬁ%%:kﬁg '
Chairman \

%@ﬂ:lgg 2

President

r%%] ?E‘l‘\: *Z : J . M
Chief Auditor .u—;:__E

BT RS 1

-
The Head Office's =1 -T@ ,;q\- 4
Legal Compliance Head !-r i el i

mEREBE LT ECEMA Z+UHE

(RTINFEEFE R A )

(The content of the report is in conformity with the original Declaration)
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ERHIETENE - HEG R EANEE S Mg
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BRI ERERS
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5o (R EIRITPIER LRSI L EET MIT
BRIEFRER o RGEHEGREBATIRH 2 ER
FRUBAGEANLE RIRM & R o

PRABER G ATV SR EE O ERFIEI
KAGHMZER - BRITEHRBIFEIALIH
ERBIVOFI12H31H 2 T 2 E 75 2 PRR 2
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HORWATH CHIEN HSING
Certified Public Accountants

A member of Horwath Internationa

Independent Auditor's Report on Internal Control System

AR ZRE215R 121
12F, 21 Linshen 2nd Road,
Kaohsiung, Taiwan R.O.C.
TEL:(07)3312133 {X 58
FAX:(07)3331710

Bank of Kaohsiung Co., Ltd.
Independent Auditor's Report

March 3, 2008
To: The Board of Directors of the Bank of Kaohsiung Co., Ltd.

We have audited the accompanying financial statements of
Bank of Kaohsiung Co., Ltd. as of December 31, 2007 subject to
generally accepted auditing standards. We have also examined
the internal audit design and execution for business operation in
FY 2007, the compliance with regulatory system, the
appropriateness of allowance for credit loss, and the accuracy of
statements and data filed with the competent authority. It is the
responsibility of the Board of Directors to supervise the
management in establishing and maintaining a proper Internal
Control System, while our responsibility is to express opinions
and issue a report on the Internal Control System based on our
audits.

We conduct our audits subject to the "Enforcement
Regulations for Bank Internal Audit Control System" that is
published by the Financial Supervisory Commission. The
Measures require that we exercise the necessary inspection
procedure including evaluating the controlled environment of
the bank, major business risk, the nature of accounting and
managing records and the design of Internal Control System;
also, plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. The audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial
statements. We believe that our audits provide a reasonable basis
for our opinion on the effectiveness of the Internal Control
System.

Except for the potential improvements recommended for
the findings in the report, in our opinion, based on our audits,
the Internal Control System, the execution of regulatory
requirements, the appropriateness of allowance for credit loss,
and the accuracy of statements and data filed with the competent
authority of the Bank of Kaohsiung are with a proper control
mechanism installed and with an effective design and execution
maintained as of December 31, 2007.

The audit report is issued to help the Board of Directors
supervise the management of the Bank in improving internal
control and for the reference of the bank component authority in
extraordinary management.

HORWATH CHIEN HSING
Certified Public Accountants
A member of Horwath International

CPA : Jen-Yao Hsich térigd s TEAL Ydo
CPA : Shu-Man Tsai T$AT SHU Hﬂ'ul'\l

R TIN 2 Bl i o5 [ R — 80

( The content of the report is in conformity with the audit report )
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Penalty Received for Unlawful Practices Over the Past Two Years, and Corrective Action Taken Against

Major Defects

LaB NS ERERS LR EEREHRE

Indictment by Prosecutors Against the Responsible Person or Staff Members because of A Crime

Committed on Duty :

(1) ==
AATHITUHE 7 AR ~ B g B 54N -
FABALER FI A » [K] 4 [ ot 2 o B R R AR5
o WhRE(EIER M > IZE00ETT - BEEL
WA ERSHEEREEEEHL
T+ JR90F4H2S HEREE AT - IS % 3T
Ao KRLLG B F AR S i RO
B ) FE19FRM B IR FRREE © Al
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RENGIERY) Z TH LT 298 TT 8
i o B B i E PRI E LB S - H AT
A= o
BRI U AE o 1708 PR S8 P 152 13 2= 1 e B %
VEfR L A R R LERE - MEREEHH
BMRERES  SiCR G  RIE~
&R EEEFEREE -
(3) RITeEBL
ARATHY89F4H 208 A 7 % 17 & 8 (8 o
Lo BB IR R AN B 6 L Rk w2 B 1E
1 BREERIAIT A B E & E K
Rz IR, > DA IEF B EEIE
HE o WIRELE A B ER(S A o
BARAT IUHE 57 1T R 89 12 H 26 H 5B 41k & 44
BREDT  HEAE > ATERGHE
TZEEHR90FETH1TH #HR#E 5178 " A8
EEEER ETHERE  EME
R BRAFEFECDIGE - BREEREZN
REMELIESEELE -
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(1) Case

Former manager, deputy general manager and
employees of the Bank's Ssu Wei Branch, totaling 4 persons,
were suspected of overestimating the collateral in the credit
extension to Wan Li Hsiang Restaurant in August 1995 and
granted the loan of NT$9,000,000 and thereby caused NPL.
The investigation on the case has been concluded by
Kaohsiung District Prosecutors Office, and the prosecutor
brought indictment against the case on April 25, 2001. The
case was convicted upon the criminal judgment rendered by
Taiwan High Court, Kaohsiung Branch under 96-Shang-
Keng (2) Tze No. 19, and the former manager was sentenced
to imprisonment of one year, and deputy general manager
and employees were sentenced to imprisonment of 6 months,
and granted two years' probation.

(2) Major defects

A.The former deputy general manager and persons-in-charge
of credit investigation and credit extension formed the real
estate appraisal team. Under the manager's guidance, the
land provided as collateral was resolved to be appraised as
NT$290,000 per ping, which was greatly different from
that determined by the court's irrevocable judgment.

B.The former manager had the ultimate authority to approve
or reject the credit extension and appraisal on the collateral.
However, he failed to supervise the credit extension with
due diligence and thereby caused it to be NPL. Apparently,
he failure to handle the credit extension and appraisal
procedure with care.

(3) The Bank's corrective action

A.The Bank established the collateral appraisal center on
April 20, 2000, and also amended its "Standards
Governing Real Estate Appraisal and Granted Loans" in
accordance with the condition of real estate market and
changes in laws, in order to establish objective appraisal
standards and fulfill the control over real estate credit
extension risk.

B.The Bank's Ssu Wei Branch was relocated and renamed as
"Da Fa Branch" on December 26, 2000. The audit
department of the Bank's board of directors was dedicated
to a project on July 17, 2001 to reconsider the "real estate
appraisal operation". The audit result showed that the
defects have been corrected and no similar cases took
place thereafter.
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Penalty Fine Imposed because of Violation of Acts : none
JRRKATE I R B B E R B G R T IEE ¢ R
Stiff Rectification Imposed by the Financial Supervisory Commission, Executive Yuan because of Defects in Business Operation :

AT &R B B e R B G RIRTT RO MR L IR 0 HIH

Penalty Fine Imposed because of Violation of the Banking Act of the Republic of China Article 61-1 : none.
SERINEZM - EAMBREMN (FFIK - 5 - A AEIEE - BRKS ~ BEEE &ﬁfﬂfﬁ%‘ﬂﬁ
HUEHN ~ RAREFIRA ~ WIS ZEL - BRERBEFIE R B R B RE L EFEHE
REMF) E‘ﬁf%tﬂ*‘ﬂ TL R E TERE L RN F ﬁ%iﬁ{%ﬂﬁégfgﬁf%TE%@S?%ﬁ
G BB HEE LB EHE

The Major Occasional Frauds, Contingencies ( Fraud, Theft, Embezzlement, and Rubbery, False Transaction, Forged Document and

Marketable Securities, Kick Back, Natural Disaster Loss, Loss from External Factors, Hacker Attack, Data Theft, and Disclosure of
Confidential Information and Customer Data and Such Major Incidents) or Security Accidents Resulting from the Failure to Practice
Security Works, or the Incidents Which Resulted in Loss Over NT$50 Million Over the Past Two Years : none.

6. HMITE It emEEEHEEZEGIREETRE CHIH | Ko
Disclosure of Other Events as Required by the Financial Supervisory Commission, Executive Yuan : none.

7 /E\:T‘H_I Others :

(WITEBE A T2 5 Z B G963 A2 H AE F5509600018005% 5 » ¥ 1A AR1T {8 & 22K AN E K€ IE 6
Ko W E RN 55O A a W1008 T EI 88 o ATTIEFEE 7tk - SLEMF IR E A

TEWRR L@ - WAEFTHERBI IR L BFKFE - EXFECE TR ©
The Bank was held violating Fair Trade Act for the unfair acceleration clauses agreed in its loan contracts and, therefore, fined
NT$1,000,000, according to the written decision of Fair Trade Commission, Executive Yuan under Kung-Yi-Tze No. 0960001800
dated March 2, 2007. Upon receipt of the written decision, the Bank immediately ceased applying the unfair clauses and also

amended the clauses in the relevant indentures and contracts. Therefore, the violation has been rectified.

(2)ZAAT 7 15 1 53 17 B AS BR LU FE 8448 F T 17 MU U HE 53 17 Y BB A1 P B 7 B 7 S R A 5 R M 9 R
JEER900 58 7T » [l e il 5 (8 <2 4R 72 96 -6 1 il % &2 i v 55 i B /= M o0 e R 15 13 SR HI IR A I AE T 6
H o B5FEEE - fRT2E > FRAHEE » RITHR TIRITTEEANEEMERERIER , SBI3FERAE
THR96F-6 H 25 H & AR R (1A% BRI 75
The former manager of Nan Kaohsiung Branch, Hung Shu-mei, granted the secured short-term loans in the amount of $9 million
to Wan Li Hsiang Restaurant when assuming an deputy general manager in the former Ssu Wei Branch in August 1995. She was
sentenced to imprisonment of 6 months for breach of trust due to overestimated assessment by Taiwan High Court, Kaohsiung
Branch in June 2007, which may be commuted to a fine, and the court granted that she may be put under two years' probation.

The judgment has become final and irrevocable, and the Bank discharged her on June 25, 2007 according to Article 13 of the

"Regulations Governing Qualification Requirements for Responsible Persons of Banks".






