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Dear Madam/Sir, :

The global economy has grown stably in 2005. Though the rise in oil prices was beyond
our expectation, the international interest rate trend and economic growth appeared to be
stable as we expected. Meanwhile, according to the forecast of Global Insight Inc. in Dec.
2005, global economic growth was 3.5% in 2005, which is considered remarkable although it
is less than the 4.0% in 2004.

2005 was the year for 2nd financial reform in Taiwan. By virtue of offering government
shares, the competent authorities led local financial organizations to carry out reorganization
and, therefore, the 1st-stage goal for a decrease of 50% of banks held by government shares
could be achieved. Meanwhile, in order to create a fair, healthy and profitable financial
environment, all participants in the financial market can acquire more qualified and protected
financial services than before. In the future, the competent authorities will continuously
encourage financial organizations to expand their economic scale and scope of services by
means of reorganization or strategic consortium. By doing so, they may exert the banks'
comprehensive function to upgrade their competitive strength and also transfer management
and the relevant professional knowledge to strengthen financial organizations' risk
management, marketing and operating efficiency, so as to achieve the policy "Establishment
of service-oriented financial management culture" and the goal for "Promoting Taiwan to
become the regional financial service center".

Since the incorporation of Financial Supervisory Commission, Executive Yuan, it has
planned and established an open, energetic and competitive financial market based on the
principles for globalization and liberalization and in the spirit of "leniency in business and
strictness in fiscal affairs", and in terms of business, has successively added such provisions
as "Accelerating the Reduction of Local Banks' Non-Performing Loans Initiative", "Banks'
Financial Business Negative List Requirements", "Project for Strengthening the Grant of
Local Banks' Loans to Small and Medium Enterprises" and "Management Rules of Financial
Organizations' Establishment of mini Branches", in order to fulfill the policy for discriminate
management and encourage financial business providers to orient themselves towards
customers' requirements to research and develop new products, and to establishing long-term
partnerships with the many small and medium enterprises, so as to develop their business
characteristics and create niches. Meanwhile, it also tends to unify the financial audit and
create supervisory principles oriented towards risk.

To cope with the overwhelming reorganization, the bank takes advantage of its
familiarity with the community and gets close to the public by means of community and
professionalism to segment the market. Abiding by the stable management philosophy, the
bank has been dedicated to maintaining good quality assets, developing wealth management

and expanding the business for granting loans to small and medium enterprises, going on
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work for raising the non-interest income weight to disperse
the business risk. Meanwhile, the bank adjusted its business
strategies and organizational structure subject to the
development of its business, hoping to become one of the fine
banks.

On January 9, 2006, Taiwan Ratings Corporation
announced that the bank's long-term credit rating in 2005 was
"twA" and short-term credit rating "twA-2", and the bank's
outlook was appraised to be "stable". Such appraisal reflects
that the bank's performance remained as good as in 2004, and
reconfirms the performance of the bank's management group.

On reviewing the past year, our execution of businesses
target, financial revenue & expenditure and profitability,
business plans, results of operating strategies and current
status of R&D were summarized as follows :

1. Execution of Businesses Target :

BE{ AR/ £4E Bt : Unit :NTS /US$ Million

El . -
TR Operating Item TR TEE i [
Execution Outcome Target Achievement %
ek 4S9 ER I (NTS) 113913 127,000 89.70
Average Deposits, Balances ? ’ )
sk $2 B (NTS ) 101,230 120000 8436
Average Loans Balances i ? ’
IHER(ER (USS) 3,066 2,700 11356
Foreign Exchange Sales ’ ’
2e n(igng) 514 500 10280
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II. Financial Revenue, Expenditure and Profitability :

1. Please refer to the Statements of Income on page 55 for

the financial revenue & expenditure.

2. After provision for credit loss NT$ 25,707 thousand

was provision and credit loss of NT$ 173,676 thousand
was written off, and value decrease in assets of NT$
152,812 thousand was recognized according to the
Statement of Financial Accounting Standards No. 35 in
2005, the yearly actual earnings before tax were
514,003 thousand, which achieved 102.80% of the
yearly earnings before tax NT$ 500,000 thousand, i.e.
EPS 1.02 before tax. The profitable ability appeared to
be growing stably.

III. Business Plans, Results of Operating Strategies, and

Current Status of R&D :

1. Improve Asset Quality :
The bank wrote-off bad debt of NT$ 173,676 thousand
in 2005. At Dec. 31, 2005 the non-performing loans
was NT$ 1,709,887 thousand, with an increase of
33,434 thousand from 1,676,544 thousand of 2004, and
the increasing ratio was 1.99%. The non-performing
loan ratio was 1.67%, increasing 0.07% from 1.60% of
2004. The rise was mainly due to that non-performing
loan ratio was calculated pursuant to the new rules
beginning July 1, 2005. The coverage ratio was
55.82%, increasing 7.98% from 47.84% of 2004. This
reflects that the Bank is able to bear risk loss of bad

loans, and make finance more stable.
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2.Develop Wealth Management :
In order to seek the profitability in the market of the
wealth management business, the bank has started
processing the wealth management business since
November 16, 2005. At the beginning, in order to
centralize and expertize resources, the bank adjusted
the layout of the financial management center and
staff, in the hopes of producing great effects for clients'
funds and satisfying customers’ requirement for
financial programming in different stages, and

increasing the bank's earnings therefor.

3.Expanding the Business for Financing to Small-and
Medium-Size Enterprises :
In order to implement the "Strengthening of the Grant
of Local Banks' Loans to Small-and Medium-Size
Enterprises Project" and to seek remarkable
performance, the bank's Ta Chang and Yen Cheng Mini
branches have processed the financing to small-and
medium-size enterprises since July 12, 2005, and
instructed its southern Taiwan business units to
establish dedicated taskforces and to perform A/O
system, in the hopes of achieving the business
comprehensively. At Dec. 31, 2005, the balance of
loans granted by the bank to small-and medium-size
enterprises was NT$ 13,527 million, increasing NT$
4,020 million from NT$ 9,507 million of June 2005.
The growth rate was 42.28%.

4 Increase Non-Interest Income Weight
The bank has mitigated its dependence on the
difference between traditional depositing and lending
rates year by year, by adjusting its management model
gradually, and developing the various non-interest
incomes, in order to disperse the business risk and
upgrade its profitability. In 2003, 2004 and 2005, and
the percentage of its income of handling fees and the
net revenue of transactions in securities and bonds to
operating revenue, was 15.32%, 16.04% and 22.72%,
it appears that the weight of its non-interest income
increases year by year. Further, its smart financial
operation, and its rising efficiency of its fund utilization
contributed a lot to the the execution of the policy for

upgrading non-interest income.



(F0) SRR HE 7 il 2 o - 5.Develop New Products :
In order to cope with the demands of the market, the

N A=k = 2= ESol
IR TR 5K - 2005 52 EEAC 17 HAGH i 1% bank applied for handling new businesses in 2005,
B T A THSEEE - which were approved later, including "Cash value
stored card", "financial advisor", "wealth management",
¥ N == N = 17
M P hRE ] P B Mo HESR AT and "Collective Trust Fund Management and
ZILIERIBER B S A B eS8 S Employment Account of Universal Stable Investment
Portfolio Entrusted to Bank of Kaohsiung", etc., all of
fots 27 i Jeg
BHGEARS 0 LUK T @B SR T 5250 A8 which are very helpful to expand the scope of its
fﬁﬂ‘? *%1@*&%? %H/E\x EEE fﬁﬁ?%é %fi@ﬂ% business. Further, other businesses, such as "financing
of account receivables" and "preferential house loan
s, b o 22 5
= BRI S HS 5 H project", are also helpful to increase the diversification
AN TRE IR ) B ThE R of eredit business.
AR R G R ) o IS M0 3243 2855
EZIn =R UE:
}Et&%ﬁﬁﬁgi R ZIK ?EHH,Z?%%EFE 'éj_j LOOkil’lg ahead to 2006, the bank's expected business
= ‘ HE N
goals, business policies and important operating policies are
P E SRR BRI T - specified as follows :
B L S E R A AL ey 1.After taking into consideration the growth of its various
business lines in the past year, the future development
TEPENERZE BEEE trend and its competitive strength, the bank sets its
LR RT3 NF N R - 2006 =4 2 AT d and i iti h, the bank i
ST business goals for 2006 as follows :
" (1) Average balance of depositing business :
(I IFFREB P IIER%E - 120000 & JT © NT$ 120,000 million
e A s . (2) Average balance of loan business: NT$ 110,000
(O HGRZEB T 9855 - 110,000 HE T -
million
(D IREBEHAER 1 10,000 BT © (3)Guaranteeing business: NT$ 10,000 million

() S 225 AR VE B © 3 0005 5 2557 o (4)Foreign exchange business: US$ 3,000 million

2.Business Policies and Important Operating Policies :

/

[ —— 7t s TE B
T T R E S E
BT S TR TR (I)Stable credit policies and strengthened credit
() BRI EOR L s b IR BRI » auditing procedure, continuous maintenance of fine
- e o asset quality, strengthen the credit business to
FHEAEFRTE FEE R KEEZ | s s b RE
= private enterprises, and adjust the dispersion of
1R B FHL » NES A B E %R customers of credit.
PAN 0 VT
<7 Bt (2)Continuously implement the policies to decrease the
(;)%f\ HITEFERHE ST BT S8 E & weight of Kaohsiung City Government's loans and
Ottt g i w L e e maintain the long-term and mid-term goals for asset
e P L P B T S T S A e and adius o , o
scale and adjust the lending structure and operating

TR K R A SE R o — R FE R B — A e strategies in a timely manner. The bank will process
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the financing to the general industries and
continuously take part in or strive for hosting large
syndicated loans, and will also develop the business

for financing to small-and medium-size enterprises.

(3)In order to control the diversity of consumer financial
products, the bank will continue collecting the
products and provide diversified products to

customers upon selection.

(4)Expand the geographical service scope and develop
new products by means of continuous planning of
moving branches and correcting business segmentation,
in order to achieve the strategic goal of doing

business in the whole area of Taiwan.

(5)Correct the operation structure actively. The bank
will develop its wealth management business and
also strengthen its financial operation, in order to
upgrade the efficiency of funds utilization and
increase the weight of non-interest income to
mitigate its dependence on the traditional depositing

and lending business.

At last, our sincere wishes to our shareholders. Wishing
you health, prosperity, and happiness!
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Introduction

Date of Incorporation : Jan. 13, 1982
Brief History

Formerly Known as "City Bank of Kaohsiung Co., Ltd."
and called "City Bank of Kaohsiung" for short, We changed
our name to "Bank of Kaohsiung Co., Ltd." on January 1,
1994 and hereunder is abbreviated to "Bank of Kaohsiung"
(BOK). In the beginning of the Bank's establishment, the
initial paid-in capital was NT$ 450 million, 99.994% of
which was put up by the Kaohsiung City Government. After
several capital increases in the past 24 years and the
privatization, the total paid-in capital has amounted to NT$
5,034,238,040 to date. In the past 24 years, in order to
positively improve the operating constitution, strengthen the
financial transparency and raise our competence, BOK stocks
were listed on the TSE on May 18, 1998. The Bank was
privatized on September 27, 1999 and was upgraded as a
national bank under the approval of the Minister of Finance
on May 31,2001.

The bank has not proceeded with mergers or reorganization
in the latest year and until the publication of the annual
report. The bank is not subject to any specific financial
controlling companies. The equities of the bank's directors
and supervisors and other parties who should declare their
equity pursuant to Paragraph 3 of Article 25 of the Banking
Act are not transferred or changed voluminously. The bank's
right to manage is not changed, nor are its management
model and business lines reformed. There are also no

material issues that affect shareholders' interest and rights.

However, in order to manage the enterprise trans-invested
by the bank effectively, Kaohsiung Bank General Insurance
Agency Co., Ltd., the bank purchased back all of its
outstanding shares on August 19, 2005 and, therefore, the
bank's shareholding percentage is 100%.
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Business Scope of Key Departments

Corporate Banking Dept. : Planning, promotion, review,
credit investigation, management, economic studies, and
appraisal of collateral of corporate banking business and
related business guidance and consulting.

Consumer Banking Dept. : Planning, promotion, review,
credit investigation, management, economic studies, and
appraisal of collateral of consumer banking business and
related business guidance and consulting.

Business Management Dept. : Management, planning and
accounting and statistics for budget and final accounts of the
whole business of the Bank except credit, foreign exchange,
and trust business; planning and supervision of the Bank's
risk control; processing of public-benefit lotteries and agent
services for other related business. Planning and execution of
wealth management business, and management of financial
management staff.

Treasury Dept. : Capital management; undertake, purchase
& sell of marketable securities underwriting; purchase & sell
of government bonds; brokerages, purchase & sell, certification
and underwriting of short-term notes; acting as the agent for
raising government bonds and handling related repayment;
planning and execution of investment (excluding long-term
equity investment); and management of assets and liabilities.
Research & Development Dept. : Synthetic planning,
research, development and innovation of operation.
Assessment, long-term equity investment, application for
new branches, relocation planning, application for manager's
certificates, credit rating, compilation of annual reports.
Legal Affairs Dept. : Affairs related to justice and non-
performing loans. Planning, management and execution of
compliance with the systems governed by laws and regulations.
Executive Administration Dept. : General administration,
cash payment and receiving, fixing and maintenance, property,
documentation, seals, public relations, bill protection and
security of branches, and other affairs irrelevant to financial
business which are not managed by any unit of the head
office.

Human Resources Dept. : Planning, assessment, management,
business trips and leaves, training, wages, welfare, and
retirement pay and pension of human resources and
labor-capital relations.

Information Technology Dept. : Planning, design and
operating management of automatization.

Municipal Treasury Dept. : Design and promotion for
business of Municipal and City treasuries. Custody of
City-owned securities. Guidance and supervision on branch
business.

Business Dept. : Various types of deposits, loans, foreign
exchange, domestic remittance, guarantee, cash payment and
receiving, capital management, and other financial service.
International Banking Dept. : Managing, Planning and
promotion of foreign remittance, deposits, loans, guarantee,
cash payment and receiving and other foreign exchange business.
Trust Dept. : Handling trust business approved by the central
competent authority with planning, promotion, and execution
of subsidiary business.
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2006. 02. 28
g 5{}[ 1£ {}_Eﬁ % . EEBE SEATRERE B BRIAERFA I
HEEL) i )R E Shainalitiog Wikhes e Current Shareholding
fih & FL[RIFEA & T T AA GRS @ iR )
Hﬁ *ﬁ lzi % El /E:\H E EI/H\H (Joinl Shar’:}]nr)rl‘diing in) Joint Shari:;cf;g in
Title Name Date Term FiI'St DElte Kaohsiung City Government Kaohsiung City Government
Elected Expires Elected S)E‘Qgﬁ sﬁﬂ’;ﬁfﬁg S}E‘ﬂﬁ Sﬁﬁifﬁg
ares % ares %
T Kao-Chin Wang
FHE (RETHBOTRE)
Chairman gcpmcmmivc of Kaohsiung City | 2005.07.06 2008. 06. 22 2005. 07. 06 232,920,160 46.267 232,920,160 46.267
overnment)
WISEBRFNGH (S Shin-Hsiung Chuang
Managing Director & &Tﬁ!ﬁfi@ (}fahmg Gy | 20050623 | 2008.06.22 | 19991110 | 232920,160 46267 | 232,920,160 46267
President Government)
B ﬂ‘ﬂf@ﬁ Kenneth S. Lin
. (TR 2005. 06. 23 2008.06.22 | 1999.12.07 232,920,160 46267 232,920,160 46267
Managmg Director (é{epresemal;ve of Kaohsiung City
jovernment
BEEH (A Bor-Yi Huang
X . (RETEIERE 2005. 06. 23 2008. 06. 22 2002. 06. 20 232,920,160 46.267 232,920,160 46.267
Managmg Director (Representative of Kaohsiung City
Government)
& P Chung-Dar Lei
. (RETBORRE) 2005. 11.09 2008. 06. 22 2005. 11.09 232,920,160 46.267 232,920,160 46.267
Director (Representative of Kaohsiung City
Government)
HH 3R:% B Shih-Shin Chang
Di (REmBERR) 2005. 06. 23 2008. 06. 22 2002. 06. 20 232,920,160 46.267 232,920,160 46.267
irector (Representative of Kaohsiung City
Government)
W FPERAE Min-Neng Kuo
. (Gl 2005. 06. 23 2008. 06. 22 2005. 06. 23 232,920,160 46.267 232,920,160 46.267
Director (Representative of Kaohsiung City
Government)
e ZIRAE Jui-LinLee
- (REmBRRE) 2005. 06. 23 2008. 06. 22 2005. 06. 23 232,920,160 46.267 232,920,160 46.267
Director (Representative of Kaohsiung City
Government)
o B8 75 Jueifang P. Chen
(FiETHBUT R %) 2005. 06. 23 2008. 06. 22 2005. 03. 15 232,920,160 46.267 232,920,160 46.267
Director (Representative of Kaohsiung City
Government)
BRI T KuangFrh Lai
Director and Egtﬁmﬂtﬁf ftii)K N 2005. 06. 23 2008. 06. 22 1999.03. 12 232,920,160 46.267 232,920,160 46.267
tiv g Cit
Exec.Vice President Goe\g::,:;;; oo
EHGRE 21775 Fang-Nan Liou
Director and Ef-t”émﬂﬁft D aatsine iy | 20050623 2008.06.22 | 2005.06.23 232,920,160 46267 232,920,160 46267
epresentative of Kaohsiung Ci
Exec.Vice President Gofemmenl) '
R FHZ%5E Shih-Chiang Huang
Director and Egﬂfmﬁl”ﬂ ff aohsione Ci 2005. 06. 23 2008. 06. 22 2005. 06. 23 232,920,160 46.267 232,920,160 46.267
epresentative ol Kaohsiung Ci
Exec.Vice President Go\})emmenl) e
BELEES | 5% % Fan Chang
i AL TR (FHETBUR ) 2005. 06. 23 2008. 06. 22 1994.03.23 232,920,160 46.267 232,920,160 46.267
Resident Supervisor (Representative of Kaohsiung City
Government)
B ABZEAE Chien-Shan Hao
5N (RTEERE 2005. 06. 23 2008. 06. 22 2002. 06. 20 232,920,160 46.267 232,920,160 46.267
Supervisor (6Represemative of Kaohsiung City
overnment,
Bg2 )\ ki Yu-Hiu Su
R (RimEERE 2005. 06. 23 2008. 06. 22 2002. 06. 20 232,920,160 46.267 232,920,160 46.267
Supervisor (GRepresemat;ve of Kaohsiung City
overnment,

T [ A% o

Director Fang-Nan Liou resigned his directorate on March 30, 2006.
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nt supervlsors were dp )mted to be Dlret_lor by the _]urldl(.dl person shareholder, Kaohsiung City Government, on March 23, 1994~November 29, 1995.
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2006. 02. 28
EACHH 8 8% LA R (R HoAth £
B ~ A T4 i HEREATR A
ﬂ % BERIA ety Sh. ‘H 1d th h or Officers, Directors or Supervisors are
Spouse & Minor Shareholding aréfhefpam:;ug ig;‘f@ ( % ) ﬁ ;H\:{H_J‘/_L\\a Zﬁﬁ% Spouse or Within Second-Degree
Name . . Also Serves Relative of Consanguinity to Each Other
o Py . P | Experience (Education) e s o
Shares Sh“e',‘%‘:ld‘"g Shares Sh“e‘;fld‘"g Concurrently as Title Name Relation
BZRaHn  GhRsE R &
i ey HEEELT S () LBEYRETR
T Kao-Chin Wang A TESS T 2\ R )
(FHBURRE) 0 0 0 0 Chairman, Bank of Kaohsiung Ditetor of Waterland Securies Co.Lid, Sunise
R tative of Kaohsi Cit ke A /= el ) sl Asset Management Co.Ltd., and Kaohsiung Rapid - - -
E}:\}):nﬁ‘;[;‘leo R miﬁﬁﬁﬁﬁ@%ﬂ%@@&ﬁﬁ Transit Co. (the above positions are held as
. . juridicial person representatives of Bank of
Consultant, Kaohsiung Bank Association Kaohsiung; the aforementioned positions have been
approved by the Central Competent Authority).
SE(S 1 Shin-Hsiung Chuang [T e et
(RHEmBRE) 0 0 0 0 | FHERTHER o S TR = — —
(Representative of Kaohsiung City President, Bank of Kaohsiung President, Bank of Kaohsiung
Government)
*)MJEJ‘I% Kenneth . Lin By Lo ;a((?m 7 571 IAYAS=
(E BT E) 0 0 0 0 B AR R WE%E@(HX)AE%% - - _
(Representative of Kaohsiung City meessor Dgponmeflt of E.conomics. Tniade-van Information Services Co.
Government) National Taiwan University Director
ERTESYN .
%15 Bor-Yi Huan ey | mERERs | | e o,
SR, Do YiHung . . . o | BUBHERL RHER | DEHEBOARIES | _ - -
(Representative of Kaohsiung City (S:upervisu‘r /I Iécsi}({iem Supervisors of E. Sun independenl Director, In Win Development
Government) ‘ommercial Banl nc.
A 3 : s
fE Chng DurLe ATIIEARE |
(FHETECIE %) 0 0 0 0 | Director, Bureau of Finance, Kaohsiung | *"™ - - -
(Representative of Kaohsiung City . N ! ¢ | none
Government) City Government
SR Shih-Shin Chang e —— -
TR ) 0 0 0 0 f’i%mﬁﬁf*ﬂ%l{*@%ﬁ YRFEERARAERE| . .
(Representative of Kaohsiung City Ar:si;ciea"l:.on aofsiung City Paper Chairman, Win Paper Co., Ltd.
Government)
HIERE Min- b AT Prymey =
Fgne MisNeog Ko AITRAMRARELONER | SRBARARATRSR| - -
(};epresemative 0} Kaohsiung City 0 0 0 0 Presidgn?. The Real Estale Development | Chairman of Huang Yuann Construction
Government) Association of kaohsiung co., Ltd.
EhaR% JuiLinL ARG 3
“Fhm#k Jui-Lin Lee e F N I
(TR E) 0 0 0 o | BiTEHEAGRER ﬂ%ﬂ&(ﬂx)ﬂ&ﬁﬁ%(ﬂ%]hﬁ? - _ _
! . . N A . irector of Thin Flex Corp. and Chu Pu
(Representative of Kaohsiung City President, Kaohsiung City CPA Association Security Cop
Government) .
W5 /5 Jueifang P. Chen S S———
53 : : TN AR TR R ERR R
(RHBAERR) © 0 0 0 0 | FELERRIASeREREL Arxl'sislanl_ Vice Presdent & Section Chicf, = = =
(Representative of Kaohsiung City MBA, Northern Arizona University Information Technology Dept.,
Government) Bank of Kaohsiung
Az — . R TRIRON  HEAR R ) A A E
€5, o Kuang-Erh Lai [y —— (P 2 i AR R R L)
(FHETBOFRE) 0 0 0 0 %Eﬁﬁﬁﬂﬁ”%’%@ ch ‘«'wc{:mswdsfﬂan\ f K ad D, Tivn = — —
(Reprsenativeof ohsing Ciy B, Vi Presdent, Bank of Kosng | 1 o
Government) Cental cEmpeizmAummmW it
21555 Fang-Nan Liou M PRS- PR ()
(RETBIRE) 0 0 0 o | mEsTElRHA ATRIEMRREATES - - -
g " 7 . . . xec. Vice President, Bank of Kaohsiung and
(Representative of Kaohsiung City Exec. Vice President, Bank of Kaohsiung | Director, Hung Wei Development Corp. and
Government) ‘Yang Cheng Development Corp.
e e
B3 Shih-Chiang Huang ey g
(TR ) 0 0 0 0 | FEY TR e T - - -
(Representative of Kaohsiung City Exec. Vice President, Bank of Kaohsiung | Exec. Vice President, Bank of Kaohsiung
Government)
5% % Fan Chang 7 Bk
e > Fo BB R
(b BUﬁ 1) . . 0 0 0 0 B. Economics, National Chung Hsing | " - - -
(Representative of Kaohsiung City - none
Government) University
74 Chien-Shan Hao et .
TR 0 0 0 y [BEIEIEL )6 - - -
g . . Secretary General, Kaohsiung City
(Representative of Kaohsiung City none
Government) Government
BRI YuHiuSu B R REGERATEL | mmar o names )
(BB E) 0 0 0 0 Accounting Doctor, Department and ?\%‘E‘ %M( Ey‘z ‘ﬁ T%T\Cj\id — — —
(Representative of Kaohsiung City Graduate Intitte of Business Admiristaion, | >UPerV1s0r Makealot Industrial Co., L.
Government) National Taiwan University and etc.




2.1 AR B 2 £ B % 5 Major Shareholders of Bank of Kaohsiung's Juridicial Person Shareholders

2006. 03. 31
HEABRR A BB HZ F B R
Name of Juridicial Person Shareholder Major Shareholders of Juridicial Person Shareholders
o TR i3
Kaohsiung City Government None

i E AR EE IR R R AR R - I o

A major shareholder of juridical person shareholder is a representative of juridical person shareholder : none.

3. ~ BEER A BEEEAER BT Directors' and Supervisors' Professional Experience and Independence

Information
2006. 03. 31
% A TFELL R85 ~ e~ s $3M% (i) Independence Status (Note)
Qualification BUTSEBATRZ TIESER fi 3E
% Five or more Years of Experience in Business, 1 D) 3 4 5 6 Remark
Name Law, Finance, or Bank Business Related Fields
T Kao-Chin Wang v v v Vv v v =
iE{S1# Shin-Hsiung Chuang v v v vV v v =
FI1E Kenneth S.Lin v vV vV Vv v v v -
# 815 Bor-Yi Huang v v v Vv Vv v v =
FHiE Chung-Dar Lei v v v v v v =
5Ri%H Shih-Shin Chang v v v v % Vv v, -
Z0fAEE Min-Neng Kuo v v v v v v v =
% Jui-Lin Lee v v v v Vv v N =
BfEG 75 Jueifang P. Chen Vv Vv v v v vV =
FEYE " Kuang-Erh Lai vV v v v v v -
2175 % Fang-Nan Liou v v v v v v =
7% Shih-Chiang Huang Vv vV v v v vV -
7% % Fan Chang v vV v v N v v =
fif7&4E Chien-Shan Hao v v v v v =
i H Yu-Hui Su v v v N v v Vv =

FRE - IR PN YA

Note : Independence of Directors and Supervisors

LIER T ZRAKEBIREE 2R - TR AT RA -
Is not an employee of the Bank; nor a director, supervisor, or employee of its affiliated enterprises;

2. HE R B AR BT U BT R B B Jh 2 — DAL sl e nll [ 2 B ABER -
Does not directly or indirectly own more than 1% of the Bank's outstanding shares; nor is one of the top ten non-institutional shareholders of the
Company.

3IEmN EZ AZEERE BELDRTRES -
Is not a spouse or of immediate relation (child, parent, grandchild, grandparent, or sibling ) to any person specified in the preceding two paragraphs.

A JprT R AR ST USTIRMOMATE S 2Tl Lk ARBEZE S ~ B A - ZREA KR T2k AR EZESE - g A - 2R
L
Is not a director, supervisor, or employee of a juridicial person shareholder which directly owns more than 5% of the Bank's outstanding shares; nor
a director, supervisor or employee of the top five juridicial person shareholder which are owners of the Bank's issued shares.

5.JFELHUTH WA ~ BB AR ZRE R AR SR F T - WA RO AR E S LU LR -
Is not a director, supervisor, or officer of a company which has a business relationship with the Bank; nor a shareholder who owns more than 5% of
such a company.

6. JE LR IO — N ER LT B (R (S 5 - T~ SRS C WA ZEEAL RE O AR SERER T A - E
OONEE) ~ B (B3 ~ RO R HEUE -
Is not an owner, partner, director, supervisor, officer or spouse of any sole proprietor business, partnership, company or institution which has
provided the Bank and its affiliates with financial, business consulting, or legal services in 2005.

ot
S
£
ai
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2006. 03. 31

o e R R > PR e
% 78 % % () {E Shareholding Spouse &ﬁiﬁ) Hféﬁmehol ding| Shares Held through Other

Title Name H A Parties

DateElected | s *ii*” Jom ’*“W e *ii““
HEKEHE President AE{5H Shin-Hsiung Chuang 1999. 11. 03 120,502 0.0239 0 0 0 0
FI4EHEH Exec. Vice President JE " Kuang-Erh Lai 1999. 04. 09 33,547 0.0067 0 0 0 0
FI4EHEH Exec. Vice President Z1%5%  Fang-Nan Liou 1999. 10.29 25,132 0.0050 0 0 0 0
RI4E4EH Exec. Vice President Hiik Shih-Chiang Huang 2001. 04. 27 1,122 0.0002 0 0 0 0
HEFER: Chief Auditor Zl@Hh Shing-Diech Liu 2000.03. 01 2,208 0.0004 0 0 0 0
R Consultant {7 Chun-Ching Ko 2002.07.25 15,000 0.0030 0 0 0 0
f8H  General Manager 58 Jin-Biau Tsai 2003. 04.30 56,400 00112 0 0 0 0
%8 General Manager M7 Pi-Jung Ko 2002. 08. 01 280 0.0001 0 0 0 0
8P General Manager fREM Lien-Te Hsu 2001. 10. 24 0 0 0 0 0 0
f8#  General Manager EFY Shiow-Jen Tsai 1999. 10.29 7,147 0.0014 0 0 0 0
52 General Manager 7B Yuan-Chin Shiang 2000. 12. 14 23,426 0.0047 0 0 0 0
88 General Manager YL Min-Cheng Wu 2002. 03. 04 3253 0.0006 3,903 0.0008 0 0
f8#  General Manager #{H7 Shih-Hung Huang 2005.03. 03 0 0 0 0 0 0
52 General Manager BREE%E Li-Hwa Chen 2006.01. 19 0 0 0 0 0 0
8 General Manager FFHZE AnnaHsu 2005.03. 03 0 0 0 0 0 0
f8#  General Manager BiEH Mei-Ling Chen 2002.03. 04 18,700 0.0037 0 0 0 0
&8 General Manager #ME% Don Huang 2003. 08. 01 0 0 0 0 0 0
8P General Manager M Yen-Ching Hsien 2002. 03. 04 6,000 0.0012 0 0 0 0
8H  General Manager BEBEEL Chien-Cheng Lan 2002. 08. 01 27,08 0.0054 0 0 0 0
S8 General Manager k% Chiu-Chin Huang 2005.03.03 7,449 0.0015 0 0 0 0
4 General Manager BB  Ching-Tsan Chen 2003. 10.28 1,659 0.0003 1,446 0.0003 0 0
f8H  General Manager PR Ying-Chung Lin 2005.03. 03 0 0 0 0 0 0
%% General Manager %7 Hueng-Fen Yen 2003. 04. 30 113 0 0 0 0 0
4 General Manager A1 Ju-Chen Lu 2003. 04. 30 8,302 0.0016 0 0 0 0
88 General Manager FAM Yueh-O Wang 2000. 08. 28 0 0 0 0 0 0
%% General Manager T Hwa-Jen Lee 2004. 04. 01 0 0 0 0 0 0
8P General Manager TSCFE Aaron Ting 2006. 02. 06 0 0 0 0 0 0
f8#  General Manager B Chin-Tzay Yan 2002.08. 01 0 0 0 0 0 0
%% General Manager SB% Ming-Hung Wu 2006.01. 19 25,154 0.0050 0 0 0 0
8P General Manager %P5 Chu-Sheng Tsai 2000. 05. 01 0 0 0 0 0 0
f8#  General Manager Bi##%  Shuen-Hwa Chen 2003. 10. 28 0 0 2,602 0.0005 0 0
52 General Manager PRSP~ 1.C. Shou-Jen Chen 2002.05. 13 0 0 0 0 0 0
8P General Manager FEH Yeh-Shing Wang 2005. 03.03 173 0 0 0 0 0
87 General Manager R Mei-Chu Chang 2003. 10. 28 11,620 0.0023 0 0 0 0
%% General Manager #%E Duncan Tsai 2002. 08. 22 0 0 0 0 0 0
8P General Manager HEH5% Margie Hong 2001.01.02 0 0 0 0 0 0
88 General Manager {#3THE Wen-Lueh Su 2002. 10.31 0 0 0 0 0 0
8 General Manager LG Shw-Mei Hong 2003. 04. 30 0 0 0 0 0 0
8P General Manager #1%%  Shiu-Hui Liu 2005. 03. 03 6,058 0.0012 0 0 0 0
88 General Manager VEEFA Kuei-Song Shen 2002. 04. 25 0 0 537 0.0001 0 0
8 General Manager SI%H] An-Ho Liu 2002. 08. 01 33,547 0.0067 0 0 0 0
8 General Manager H{HB Te-Ching Wan 2002.03. 19 16,627 0.0033 0 0 0 0
f8#  General Manager BREHS Chuck Chen 2002. 08. 01 660 0.0001 0 0 0 0
8 General Manager BiZft TzuDan Yen 2005. 03. 03 524 0.0001 0 0 0 0
8P General Manager FRE&{ Chi-Jen Lin 2003. 04. 30 18,714 0.0037 3,366 0.0007 0 0
f8H  General Manager AR5 Wen-Hau Sher 2006.01. 19 2,244 0.0004 0 0 0 0




2006.03.31
ARCHE B LR R ZASEEA
Managers are Spouse or Within
B 18 e 4 TR HARELAT LIRS | Sconbecccaveor
. R . - Consanguinity to Each Othes
Title Name Experience(Education) Also Serves Concurrently as i
ik @ % % W
Title Name Relation
HEASHE President HE{ZME Shin-Hsiung Chuan, SR THASSH President, Bank of Kaohsiun £ None = = =
g 2 2
FIHEHEEE Exec.Vice President | X" Kuang-Erh Lai TSR TRISEREE Exec. Vice President, Bank of Kaohsiung [é)',fcf;ﬁ ELCERE £ G - - -
FIMEHERE Exec. Vice President | %75 Fang-Nan Liou TR HESRATRIEATEE Exec. Vice President, Bank of Kaohsiung i{‘ﬁiﬁ?ﬂ?%\jﬁf “pfzﬁgf;"fzgé?ifi - - -
BI#44SH Exec.Vice President | #a%3% Shih-Chiang Huan, EESRA TRISERSPE Exec. Vice President, Bank of Kaohsiun . None - - -
g g 3
HFEN%  Chief Auditor BI8U Shing-Dich Liu FERESTHIRER: Chief Auditor, Bank of Kaohsiung | i ARLEHRELA A fEa ! = = =
i Consultant &l Chun-Ching Ko R ESRITRAR Consultant, Bank of Kaohsiung #£  None - - -
8P General Manager #44 Tin-Biau Tsai ISR TR General Manager, Bank of Kaohsiun, £ None = = =
g g 2
P General Manager PIZE% Pi-Jung Ko ISR TR General Manager, Bank of Kaohsiun, fit None = = =
2 2 2
8#  General Manager %M Lien-Te Hsu R ESRITASH General Manager, Bank of Kaohsiung #  None = = =
43 General Manager ZFY Shiow-Jen Tsai SR TS General Manager, Bank of Kaohsiun, £ None - - -
g g 2
4 General Manager 708 Yuan-Chin Shiang FHESRITHSH General Manager, Bank of Kaohsiung #  None - - -
&#  General Manager SR Min-Cheng Wu FESRITASH General Manager, Bank of Kaohsiung #£  None = = =
8P General Manager # 1% Shih-Hung Huan SR THSH General Manager, Bank of Kaohsiun, £ None = = =
g 2 g g 2
8 General Manager [fiBE%E Li-Hwa Chen FHESRITHSH General Manager, Bank of Kaohsiung . None Gijga,'ijgr‘;yu Chﬁfﬁ]]m S%Efsle
&8 General Manager FFAZ AnnaHsu FESRITASH General Manager, Bank of Kaohsiung £ None = = =
52 General Manager B Mei-Ling Chen S THO General Manager, Bank of Kaohsiung ‘gf?w:l% k%EE:;ZJ:‘?Z%an‘.g%wﬁﬂ k - - -
4 General Manager %P5 Don Huang RS THSH General Manager, Bank of Kaohsiung #  None - - -
8H  General Manager HH#H Yen-Ching Hsien FESRITASH General Manager, Bank of Kaohsiung £ None - - -
52 General Manager BEBEA Chien-Cheng Lan SR TS General Manager, Bank of Kaohsiun, #  None - - -
g g g 2
4 General Manager #fk%  Chiu-Chin Huang RS THSH General Manager, Bank of Kaohsiung #  None - - -
&8 General Manager FfiB##  Ching-Tsan Chen R ESRITASH General Manager, Bank of Kaohsiung £ None = = =
#EH General Manager FRFEE Ying-Chung Lin SRR General Manager, Bank of Kaohsiun, £ None = = =
2 g g g 2
48 General Manager % Hueng-Fen Yen RS THSH General Manager, Bank of Kaohsiung #  None = = =
%8 General Manager B2 Ju-Chen Lu {ESRITASH General Manager, Bank of Kaohsiung £ None - - -
i eneral Manager L Yueh-O Wan, BT eneral Manager, Bank of Kaohsiun; M None = = =
S8 General Manag FAM Yueh-O Wang 84T 55 General Manager, Bank of Kaohsiung i
8 General Manager (" Hwa-Jen Lee RS THSH General Manager, Bank of Kaohsiung #  None = = =
%8 General Manager T3CHE Aaron Ting R ESRITASH General Manager, Bank of Kaohsiung £ None = = =
8P General Manager BESHG  Chin-Tzay Yan SRR General Manager, Bank of Kaohsiun, £ None = = =
g y g 2
4 General Manager SHAT Ming-Hung Wu SR T General Manager, Bank of Kaohsiung #  None = = =
88 General Manager R Chu-Sheng Tsai {RESRITASH General Manager, Bank of Kaohsiung £ None = = =
i eneral Manager ﬁw uen-Hwa Chen ETERTE eneral Manager, Bank of Kaohsiun; H None = = =
fGH  General Manag [7#3E  Shuen-Hwa Ch 84T #55 General Manager, Bank of Kaohsiung i
4 General Manager PSP 1.C. Shou-Jen Chen RS THSH General Manager, Bank of Kaohsiung #  None = = =
%8 General Manager FZH Yeh-Shing Wang FESRITASH General Manager, Bank of Kaohsiung £ None - - -
82 General Manager £ Mei-Chu Chang S THOH General Manager, Bank of Kaohsiung 1 None - = =
83 General Manager % E Duncan Tsai SR TS General Manager, Bank of Kaohsiung = = =
47 General Manager BEH% Margie Hong A TR General Manager, Bank of Kaohsiung gfimj‘é*ii"?h’.imﬁ s ‘L‘fﬁﬁﬂﬁg‘?‘ﬂ}jf&lﬁiﬁﬁi = = =
S General Manager #R3CH Wen-Lueh Su SR THO. General Manager, Bank of Kaohsiung 1 None - = =
8 General Manager UL Shw-Mei Hong RS THSH General Manager, Bank of Kaohsiung #  None - - -
8#  General Manager 21755  Shiu-Hui Liu FESRITASH General Manager, Bank of Kaohsiung £ None - - -
82 General Manager TEEERE Kuei-Song Shen SR THOM. General Manager, Bank of Kaohsiung & None - - -
48 General Manager ZI%H An-Ho Liu SR TS General Manager, Bank of Kaohsiung #  None - - -
&8 General Manager B Te-Ching Wan R HESRATASH General Manager, Bank of Kaohsiung £ None = = =
&8 General Manager P4 Chuck Chen SR THOM. General Manager, Bank of Kaohsiung M None - = =
8 General Manager BiZft TzuDan Yen SR TS General Manager, Bank of Kaohsiung #  None - - -
88 General Manager PE{= Chi-Jen Lin FESRITASH General Manager, Bank of Kaohsiung £ None - - -
&8 General Manager AR5 Wen-Hau Sher SR THO. General Manager, Bank of Kaohsiung & None - = =
= ERT

16



% R 1T 4L 550

SEGOFM AT ES ~ B A~ HERCEE R BIAE R 2 W 5

The Aggregate Compensation Pald and Benefits in Kind Granted in 2005
(D) E= 7 fill4: Remunerations of Directors

HOE 5B Bk il < &R
Transportation Allowances Remunerations Paid Remunerations Paid Rk B THLM &4

on Earnings Distribution

1 18 % % A 47
Tide Name SRER SOFRER AR BOK
HIREENE! KA K= pediZl
K 17 All N All NI All Stock Dividends
BOK companies BOK companies BOK companies | Fi 4 %]
in the in the in the Cash HOE
consolidated consolidated consolidated | Dividends K M k/t & #
statement statement statement Shares arke Amount
Value
BEpste
HHRE | #RA
Chairman kao-Chin 1404000 | 1,404,000 | 8,053,107 | 8,053,107 | 4,528,150 | 4,528,150 40,499 0 18.06
and etc. Wang and
etc.

=l

CERR AR 12 H -

A

i3 -

o

7S

The list of Directors, please refer to page 12.

LR AIGEE W~ BEROTICZINGS ~ A BROY L. H KT A T2 68 s HAL B ) - LUSRE TS 2 i -

A summary disclosed the transaction allowances, remunerations, remunerations paid on earnings distribution, employees' bonus on earnings distribution and other
remunerations.

O SR T M S S ) R R L TR - o RS O SRR B AN A 5 S R S I SR L AT S 0 o B RS T (3) MRS I R ) R RS L BT S 0y 0 -
Remunerations to Directors who also serve concurrently as president or exec. vice president shall be disclosed separately under their respective titles.
RO HE B LRT R B - ORA1ES TN B AT RS A & S L) ) ©

The amount of employee's bonus obtained by a director who also serve as managers are listed in "Employees' bonus to officers".

QAL S Bk o AL RO RE SR B LRTORI] B SRS W M 22.374.391 T -

alo -

The Amount that the Board of Directors' meeting has resolved to distribute employees' bonus on earnings for FY 2004 is NT$ 22,374,391.
P BE TR TR AL B BRI SS » AR SR B TR -

The remunerations paid on edrnings distributions to the juridical representative of Kaohsiung City Government were submitted to the Kaohsiung City Government
under governing acts.

A7 c RAB AT - Bt R RS AL - 1Y 42,050,000 T 0 FFHO441°279,839 7T 5 4 (HEHERG A A LS 0 % 41,300,000 7T ©
Other remunerations : The cost of a car provided to the Chairman is NT$ 2,050.000. The house rental is NT$ 279,839 in FY2005. The cost of a car provided to the
President is NTS 1,300,000.
G181 944156 3 AT PR R B IR N GE 0 BRSNS R R IR AT BT S T o S A AR
Directors and supervisors of the Bank were reelected in June 2005. Therefore, the remuneration paid to new and discharged directors and supervisors were included
in the calculation.
#HHAB Numbers
FEITAAT & {E B =R AR 94 FY 2005
Range
L, GOk FENFTHE A
A{7T BOK All companies in the
consolidated statement
{AANTS 2,000.0007C under NT$ 2 million 1 11
NTS$ 2,000,0007C( ) —NT$ 5,000.0007¢ NTS$ 2 million (included)—NT$ S million 0 0
NT$ 5,000,0007C(&)—NT$10,000000C  NT$ 5 million (included)—NT$ 10 million 1 1
NT$ 10,000,0007C( & ) —NT$ 50,000,0007C  NT$ 10 million (included)—NT$ 50 million 0 0
NT$ 50,000,0007¢ 1 - over 50 million 0 0
Hat Total 12 12




B HTAMOC 5 NTS at 2005.01.01 - 2005.12.31

Bt oo B e RS 2L | T TR Sl
Total % of Total to Net Income | Employees Shares Options Other Remunerations
BHHREAFE AT
All companies in the consolidated statement SR T AR T
AfFiREN AfHREA A fFREA AftiREA
IR Fra A iR 23 F] FrE 2] FirR 22 F]
Stock Dividends K A7 All K A7 All x 17 All K A7 All
T4 1 F| BOK companies BOK companies BOK companies BOK companies
Cash HOfE in the in the in the in the
Dividends e % M k’ & consolidated consolidated consolidated consolidated
Shares arket Amount statement statement statement Statement
Value
40,499 0 18.06 0 | 14,025,756 | 14,025,756 3.59 3.59 0 0| 3,629,839 3,629,839
g | XTESMERROREAG LN | B %
i % of Remunerations of Directors to Net Income | Remarks
i k {7 |GUFREARTEAR 1 AT ZBOR : RAFNAIE  (RAFREHUE » WkCATTRAEE R o 2R -
FYX BOK All companies in the The bank's policy for payment of compensation: pursuant to the company's management policy and Company
consolidated statement|  Act, and subject to the resolution of the bank's shareholders' meeting and board of directors.
2LAATHA TN 2 AR E LA & ¢ (DAITES ~ BB A W - B oR & TR A R m IR
NT$2.400,0007C » ERHAE A AMBSHE R » REERGIE - (QRERDEC - K TRITAR =
2005 359 359 F1 B - Q) EEFE TZE THRLMK TRITHEEANBRIA RS Hi -
The bank's standard and portfolio for payment of compensation; (1) monthly compensation to the bank's
directors / supervisors: the maximum limit to be NT$2.400,000 subject to the resolution of the shareholders'
meeting. The standard governing monthly compensation per person shall be subject to the decision of the
board of directors; (2) distribution of earnings: subject to "the bank's Articles of Incorporation" (3) Bonus to
directors who are also employees shall be subject to the "Rules Governing Distribution of Bonus to the
Bank's Staft"
2004 3.58 3.58
3. MTATEM & 212 MBORE REF G F R ORR I -
The bank's procedure for fixing compensation: to be enforced upon approval of the shareholders' meeting and
board of directors.
4. (Zliiﬂ‘ﬁﬁ MI‘I%E@@%%E?&ZEQH%@ CERERRER ARG - ERERE T B TORLEATHE
SRR AR 001 001 f;gﬂ”g‘“ﬁ@ﬁ e . . e _
. orrelation of the bank's payment of compensation and business performance: There is some correlation
Cosipraan among the distribution of earnings to directors and supervisors, bonus distributed to directors who are also
employees, and the bank's business performance.

= IR 1T

18



% R 1T 4L 550

(2) BE2= A 24 Remunerations of Supervisors

H2E R o el Ll
Transportation Allowances Remunerations Paid = INU
i # #
e s AfFRER AftHREA
A 23 F] FrE A
* 17 All & 17 All 17
BOK companies BOK companies BOK
in the in the
consolidated consolidated
statement statement
WEER A ik EEHA
Resident Supervisor | Fan Chang and etc. 414,000 414,000 867,441 867,441 1,065,447
and etc.

L Wi ANMEA - FEBRIE 12 -
The list of Supervisors, please refer to page 12.

G2 Wi A EIETE W TR ST R AR AR T - LIge T e B -

MLZR

A summary disclosed transportation allowances, remunerations ,remunerations paid on earnings distribution, and other remunerations.

A3 ¢ e BN AR Z TR BR ST BN ST - AR S o O -

The remunerations paid on earnings distributions to the juridical representative of Kaohsiung City Government were submitted to the

Kaohsiung City Government.

CIENEEAEL A ING K
Range

B2 A AL Numbers

94FEE  FY2005

P S OFERZSN T 2 ]
7.!_(1]‘ BOK All companies in the

consolidated statement
{RAANTS 2,000,0007T under NT$ 2 million 3 3
NTS$ 2,000,0007T( & ) —NT$ 5,000,0007C NT$ 2 million (included)—NTS$ 5 million 0 0
NT$ 5,000,0007T( &) —NT$ 10,000.0007C ~ NT$ 5 million (included)—NT$ 10 million 0 0
NT$ 10,000,0007C(& ) —NT$ 50,000,0007C  NT$ 10 million (included) —NT$ 50 million 0 0
NT$ 50,000,0007¢24 over 50 million 0 0
s Total 3 3




BT HTA%OT 5 NT$ at 2005.01.01 - 2005.12.31

Remunerations Paid P RIS
on Hij = JE AR G e g ] H At
Earnings Distribution Total % of Total to Net Income Other Remunerations
AftHREA AftHRERN AftHRER AftHREA
227 e 227 FrE A FrE A
All K AT All K A7 All NG All
companies BOK companies BOK companies BOK companies
in the in the in the in the
consolidated consolidated consolidated consolidated
statement statement statement statement
1,065,447 2,346,888 2,346,888 0.60 0.60 0 0
i g | XMERARGERREHEN | R 0
i;em % of Remunerations of Supervisors to Net Income | Remarks
i & {7 |UHEERARELRE) 1 AITRCTE ZBOR | RAFNAHE » (RAFREBIE » MACATTIR R & B e Z R -
FYX BOK All cqmpanies in the The bank's policy for payment of compensation: pursuant to the company's management policy and Company
consolidated statement|  Act, and subject to the resolution of the bank's shareholders' meeting and board of directors.
AT R AR 2 BR ARSI & 2 (D ARITE S B NREF R ¢ O SR DGR A R R B
NT$2,400,0007C > % fit H g A\ H M SCRatRHE » BB R EIE - (BN - Ik TATARE
2005 - 0 P21 9 o )EERA 2B T TRAITHESE A BATRIRCHIE ) Hi -
The bank's standard and portfolio for payment of compensation; (1) monthly compensation to the bank's
directors / supervisors: the maximum limit to be NT$2,400 thousand subject to the resolution of the
shareholders' meeting. The standard governing monthly compensation per person shall be subject to the
decision of the board of directors; (2) distribution of earnings: subject to "the bank's Articles of
Incorporation” (3) Bonus to directors who are also employees shall be subject to the "Rules Governing
Distribution of Bonus to the Bank's Staff"
2004 0.60 0.60 N - .
3. MTATEM & 212 - MBOR G REFaF R OERE NG -
The bank's procedure for fixing compensation: to be enforced upon approval of the shareholders' meeting and
board of directors.
4 FATHRE (TN BT E Rs 2 B < AR S R R A AR ~ EBARE T2 B TOMLEATHIE
t@(ﬁ%ﬂ:% 0 0 %EQ&E\-EE%H%@ °
Comparison Correlation of the bank's payment of compensation and business performance: There is some correlation
among the distribution of earnings to directors and supervisors, bonus distributed to directors who are also

employees, and the bank's business performance.

= IR 1T
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(3) HEFR I Ry Bl #5122 i< Remunerations of President & Exec. Vice President

# A G RS
Salaries Bonus and Special Expenditure BB B TR
i @ % 4 AT
Titl Name SRR SOFRERN BOK
K=V RPN i S IR
N All K 17 All Stock Dividends
BOK companies BOK companies R4 Rl
in the in the Cash HOfE
consolidated consolidated Dividends K M k/ &
statement statement Shares arket Amount
Value
AEE IS
M | A
President | Shin-Hsiung 10,237,392 10,237,392 3,605,338 3,605,338 304,947 0 18.06
and etc. Chuang
and etc.

FEL « HERCNNR BRI L2, - TE2RIE 15 K -
The list of president & exec. vice president, please refer to page 15.
A2 ¢ FURONNR RIS Z T8 ~ 388 ~ TR B LRIR - LIg T e -
A summary disclosed the salaries, bonus, special expenditure and employees' bonus on earnings distribution paid by president & exec. vice
president.
FE3 ¢ BURCAUR SRS A 2 B LR R8> OFFIRS T B B R IRZ RO A 2 R B G T 0 -
The amount of employees' bonus obtained by president & exec. vice president were listed in "Employees' bonus to officers".

BT HAMOC s NTS at 2005.01.01 - 2005.12.31

MRS R FIAEACHE A B Numbers

KA AT 25 (B SR B B SR 2 e B Q4FERE  FY 2005
Range

P Er ORI N FTE ]

AT BOK All companies in the

consolidated statement
{KAANTS 2,000,0007¢ under NT$ 2 million 0 0
NT$ 2,000,0007T( &) —NT$ 5,000,0007C NT$ 2 million (included)—NTS$ 5 million 3 3
NT$ 5,000,0007C( &) —NT$ 1000000070 NT$ 5 million (included)—NT$ 10 million 1 1
NT$ 10.000.0007C( ) —NT$ 50,0000007C  NTS$ 10 million (included)—NTS$ 50 million 0 0
NTS$ 50,000,000 24 F over 50 million 0 0
st Total 4 4




B FTANC 5 NTS at 2005.01.01 - 2005.12.31

By s 1 B St i = i TR 2 IR | B LR LM
Total % of Total to Net Income | Employees Shares Options Other Remunerations
BHHREAFE AR
All companies in the consolidated statement SGHRER SGHRER B GHRER SGHRER
AR K= P 2wl A 2 F] KA
Stock Dividends * 17 All NI o All b NE All K 17 All
TS R F| BOK companies BOK companies BOK companies BOK companies
Cash HiofE in the in the in the in the
Dividends B % M k/ & consolidated consolidated consolidated consolidated
Shares arket Amount statement statement statement statement
Value
304,947 0 18.06 0 | 14,147,677 | 14,147,677 3.62 3.62 0 0 0 0
KRR AR RAMR N | 2 m
HH % of Remunerations of President & .
Item Exec. Vice President to Net Income Remarks
w & 7 |AVHREAAHLE) 1A \’SHWI‘@ZBZ% PR ROR I SR 2 RO G IR TS A AR
< BOK All companies in the 175 AR B IR AT AR S
FY consolidated statement{ ~ The Bank's policy for payment of compensation: the president is responsible for handling the bank's general
affairs pursuant to the orders of the Chairman and subject to the resolution of the board of directors. The
exec. vice president is responsible for assisting the president to handle the bank's general affairs. The
payment of compensation to them shall be subject to the bank's relevant rules.
2005 362 62 BTG LBRSURG (R e (TGRS O
CRIBEEG - (K CATE AR AR B R B R AT BRI L
i’%J B o ()8 ¢ R TAITIGERUS SR E S0 ) HFRE » (3)B TALA < i TAITIESE A BALF
SyCHRE ) R o
The bank's standard and portfolio for payment of compensation: (1) Salary: The standard for payment of
salary to the president shall be subject to the resolution of 8th special meeting of the board of directors of
6th term. The payment of salary to the exec. vice president shall be subject to the "Guidelines Governing Job
2004 3.56 3.56 Rank and Level of the Bank's Staff and Payment of Salary to the Staff" and "Table of Additional Payment to
the Bank's Supervisors" (2) Reward: subject to the "Implementation Points Governing the Bank's Payment of
Reward" (3) Employees' bonus: subject to the "Rules Governing Distribution of Bonus to the Bank's Staff"
3ARITEIEM G 2 R« R T G R R i -
The bank's procedure for fixing compensation: to be enforced upon approval of the bank's board of directors.
B LR - B
Kl B 0061 4 T4 TSR R UL : 965K L AL RSB TR
Correlation of the bank's payment of compensation and business performance: There is some correlation
between reward / employees' bonus and business performance.

= IR 1T
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DHFCE B THLA 2 FEH A 254 KA 581512 Employees' Bonus to Officers

B HTEHOT 5 NTS at 2005.01.01— 2005.12.31

B AR
Stock Bonus i N
B 1 # % AT R -
Title Name [ ioE & 4 Cash Bonus Total % of Total to
Shares Market Value Amount Net Income
CHSLES EIRE S YN
President and etc. | Shin-Hsiung 0 0 0 2,162,646 2,162,646 0.55
Chuang and etc.

1 e

BUEE B LALRLZ R At 2 - S 2w E -

The officers who were distributed employees' bonus, please refer to supplement.
2005 5 [ 7 R RERR AL B 2 HLLRIA > 0T A B A > ROTEC SR -
The Bank distributed employees' bonus for 2004 in the form of cash dividend only.

1 2005 [ T bR BEAIL T 2 B LRIA - DLges)T 458 -

A summary disclosed the employees' bonus for 2004.

(=) EH - BRA ~ A SRR TR 2025 16553 TE AL E FE AR e I b 5 2 I R B i 175

Change of Shares which Belong to Directors, Supervisors, Officers and Shareholders Who Shall Report Their
Shares under Clause 25, Item 3 in the Banking Law of the Republic of China

2005.01.01-2005.12.31 2006.01.01-2006.3.31
W i % 2, R BT AR TR
e Name 9 ) i O%) B 9 O%) B 1 () B
Change in Increase (decrease) Change in Increase (decrease)
Shareholding on Pledged Shares Shareholding on Pledged Shares
# H  Director i 77 Juei-Fang P. Chen (10,000) 0 (10,000) 0
B & Consultant 7 Chun-Ching Ko 15,000 0 0 0
#& M General Manager 48 Jin-Biau Tai 413 0 0 0
#& P General Manager H# Yen-Ching Hsien (15,035) 0 0 0
FE1 s EERERRIERTH AT IR BETEE1 % 2R -
Major shareholder, who owns more than 1% of the Bank's outstanding shares.
FE2 ¢ T A TR2006 4 3 1 4 MRS 2 AT AL FRRRGRAL - HUMEI BEED AR AR -
The counterparties of share transfer in the past two years and up to the March 2006 of this report are not related parties, no case of share
pledges in the same time.
EE3 o RITHD ~ B~ RORORARERAT o B 25 {5 583 AU TE T IR ME 2 » B LD N B MR B O - LBk N B A5 /I MRS e -

Others than the above-mentioned directors, supervisors, managers and personnel who shall declare the rights letter pursuant to Paragraph 3 of
Article 25 of the Banking Law did not transfer their stocks.



(P9) A17T5ES -~ BERA - K

O~ BIREREEE ~ (3~ AR B oy SRR £ S R T IE R B TR R 2 2R
SR — B B 2 2 R U R SRR EL
The Syndicated Share Holding of an Identical Invested Business Held by Business which the Bank, Directors,

Supervisors, President, Exec. Vice President, Assistant Manager, and Heads of Departments and Branches

Directly or Indirectly Govern

2005.12.31
T %%‘3/\ ~ MR B
TnB ~ R By SORA L B R BRAT
s [ERCELERETIES ki e
. kZMIT X = Investment of Business which the Bank, HakE
B, " ) ank's Investments Directors, Supervisors, President, Vice Syndicated Investments
TR EHEELR President, Assistant Manager, Heads of Y
Name Departments and Branches and the
Bank Directly or Indirectly Govern
. Fe EE e Fl e n Ffs L5
HX & Shar;l:olding HX % Shareholding HX %( Shareholding
Shares (%) Shares (%) Shares (%)
Ly o %% WA=
EHUHERLE () 47 700,000 3.53 - - 700,000 353
Taipei Forex Inc.
SBNER M (R) A7
Taiwan Futures Exchange Corporation CETATY =0 CLULLY =Y
LIRS AEN (L) NT
u{%mﬁﬁﬁﬁ (&) L\,EJ 51,616,500 10.00 - - 51,616,500 10.00
Taiwan Finance Corporation
B AR (L) T
Srais () 4 50,000,000 493 - - 50,000,000 493
Waterland Securities Co.,Ltd.
Lk [ =2 =2 fels: Iy /N5
aREBEERE (B) 4F 10,000,000 0.57 = = 10,000,000 0.57
Taiwan Asset Management Corporation
L ik AN B 25 = Ly /N
BEEMEERS (k) AR _ _
Taiwan Financial Asset Services Co.,Ltd. SALOELY 288 SLLHALY 2B
LAELIR A LR (53 IANAN=
- EE,"E%&& Afsat () 47 6,000,000 20.00 - - 6,000,000 20.00
Sunrise Asset Management Co.,Ltd.
= 3 IAWAN=
FLEEE () 2R _ 5,000,000 050 - - 5,000,000 050
Kaohsiung Rapid Transit Corporation
s E R A () 2F] _ _
Kaohsiung Bank General Insurance Agency Co.,Ltd. 300,000 100.00 500,000 100.00
A S REERIEA () A7 _ _
Kaohsiung Bank Insurance Agency Co.,Ltd. 300,000 100.00 300,000 100.00
I (L) NF
E‘iﬁé"ﬂ () L_‘ﬂ . 4,550,000 1.13750 - - 4,550,000 1.13750
Financial Information Services Co.,Ltd.
Lo i A fe Gz 1 L =
SIS RRIRERE (B AF _ 2,000,000 0.9976 — — 2,000,000 0.9976
Debt Instruments Depository and Clearing Co., Taiwan

G TEMEERE R RERT () &5 0 BOSHE3IH27THE MTEMEzE R ERRE () 4F 0 OG6F > TREAFE TR REREE

Be) & 0 MTHE TE#ERRE

ST (M) 23R

Note : The Debt Instruments Depository and Clearing Co., Taiwan merged with Taiwan Seturicies Central Depository Co., Ltd. on March 27, 2006.

The existing company was Taiwan Seturicies Central Depository Co., Ltd. and its name was changed to Taiwan Depository & Clearing

Corporation at the same time.
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= ~ BBy B BEF] Stocks & Dividends

(—) B& A3 Source of Capital
1. &7 Capital

BAT - HAEWIT 5 Unit © NT$

e RA A fifi &t
FAH BT ERL Authorized Capital Paid-in Capital Remark
Year / Month 1T1E A - o .
/ Date Issue Price i % e % & #H PR AR H fth
Shares Amount Shares Amount Source Others
IS e R IR b
B~ AR S PRI
R T R R
2006.03.31 - 1,500,000,000 | 15,000,000,000 503,423,804 5,034,238,040 | Initial capital and capital -
increase by cash, by
capital reserve, special
reserve, and by earnings
in the past years.
2. RBEMEE A (k) HERELSCHR Capital Increase Information
BAT - HTEWIT 5 Unit © NT$
@b WEEAKE Authorized Capital fifi & FERBIAESOR
FY FCE A Paid-in Capital Remark Authorized by the Competent Authority
o - JREE A I BER70.07.08 5 ARl 1 812757
450.000.000 Initial capital MOF, Tai-Tsai-Rong-No.18127 (Jul.8,1981)
- BEHE ST 4 A s
o capital increase NTS 200 million FABLS77.02.26 5T 70059046
650,000,000 by cash MOF, Tai-Tsai-Rong-No.770059046 (Feb.26,1988)
1989 - f}%ﬁi ﬁiﬁNm 200 million BB 7711235 77043020 15
850.000.000 | by cash MOF, Tai-Tsai-Rong-No.770430291 (Nov.23,1988)
— A2 (25 7 " _
1990 i/?;ﬁfc %f;;\iﬁNm 200 million A BUE80.03.024 A R80007801 63 i
1,050.000,000 B MOF, Tai-Tsai-Rong-No.800078016 (Mar.2,1991)
L I R4 19,0008 I B B
- capital increasc INI$190imillion A 1084.03.27 5 HA 8470768557 EX
1994 e — MOF, Tai-Tsai-Rong-No.84707685 (Mar.27,1995)
2. BT 29,4748 T ©
1,534,740,000 capital increase NT$ 294 million
and 740 thousand by cash
_ B EHIE61,833.958 T © 4 LA e
1996 capital increase NT$ 618 million Eﬁﬂlgﬁ8.409..06 5843775105
2 153.079.500 and 339.5 thousand by cash MOF, Tai-Tsai-Rong-No.84377510 (Sep.6,1995)
= kg i TC ° 5 = i
1997 C’?ﬁiﬁ;jﬁéﬁﬁfﬁfmﬂhm BBCERS6.03.11 A 8605644345 5
(1997.06.04) 2 367.968.260 and 888.76 thousandby cash MOF,Tai-Tsai-Rong-No.86056443 (Mar.11,1997)
PN g T (/N ULy o - .
1998 - i%;fjcggsgob?ﬁ?g@ﬁﬁ%&) BHECT86.06. 104 TS61645 1435
(1997.10.09) 3.867.968.260 by cash (Public solicit) MOF Tai-Tsai-Rong-No.86164514 (Jun.10,1997)

FRl AT E 61,887.4928 0 ©

1999 - L i FTEGE87.12.30 5 A 8 74199125 K
capital increase NT$ 618 million ’ A '
(1999.03.01) 4,486,843,180 and 874.92 thousand by special reserve| MOFTai-Tsai-Rong-No.87419912 (Dec.30,1998)
2002 = BIERIHIEES,973.6868 7T WABE91.07.10B AR1091003046255% K

(2002.08.19)

capital increase NT$ 89 million

MOF, Tai-Tsai-Rong-No-0910030462 (Jul.10,2002)

4,576,580,040 and 736.86 thousandby earnings
_ = 2 (2R BT o = i e\ o fS
2004 iﬁﬁﬁ%ﬁ %‘%746557'83;%{)% BT E593.06.28 A () 5509300201095
(2004.08.16) 5034238040 | an 658 thousand by capital reserve | MOFTai-Tsai-Rong-(2)-No.0930020109. (Jun.28,2004)
2005 15000000000 | seraysmse Ak - B AT B SRR 69407272 857 409480104985
(2005.06.23) 5.034.238,040 Register authorized capital FSC Jin-Kuan-Yin-(2)-No.0948010949(Jul.27,2005)




3. 5% EREANNZ Authorized Capital

2006. 03. 31
IZFERA Authorized Capital
et A ; - i
Definition of Capital B ) ARETIRGY & &t Remark
Outstanding Stocks Non-Issued Stocks Total
L@k Common stocks 503,423,804 996,576,196 1,500,000,000 | ki Listed on the TSE

G 0 AT ATTVEE KL LURRRS ] & SR ST 1 (3 7% -

The bank never applies for offering and issuing securities by the shelf registration system.

(— ) P& E#EkS Stockholders Structure

2005.12.31
L ar
S| B 2 ik WA | PERERE. & gt
# &= Governments Financial Institutions |  Juridicial Person Private . Total
Amount & Foreigners
Mje\m;% s 7 2 50 20,680 74 20,813
ﬁsff‘f& 245,967,393 816,000 12,546,665 115,894,148 128,199,598 503,423,804
Shareﬁ)ﬁl%ﬂ:fu( %) 48.86 0.16 249 23.02 2547 100.00
(=) BEtEseER (E%mE%E105T ) Diversification of Shares (Par Value in NT$10)
1.4 588 % Common Stock
2005.12.31
Fif % Shares e H AL Members FAE BB Total Shares F#fle A5 Shareholdings (%)
1= 999 8,740 1,807,586 0.36
1,000— 5,000 8,348 23,803,171 4.73
5,001 — 10,000 1,776 13,453,708 2.67
10,001 — 15,000 717 8,624,853 1.71
15,001 — 20,000 362 6,763,635 1.34
20,001 — 30,000 328 8,267,395 1.64
30,001 — 50,000 220 8,850,894 1.76
50,001 — 100,000 133 9,516,637 1.89
100,001 — 200,000 87 11,483,910 2.28
200,001 — 400,000 27 7,434,907 1.48
400,001 — 600,000 12 5,733,967 1.14
600,001 — 800,000 11 7,494,860 1.49
800,001 —1,000,000 5 4,305,202 0.86
1,000,001 24 over 1,000,001 47 385,883,079 76.65
& &t Total 20,813 503,423,804 100.00

2.5 K f% Preferred stocks :

{Ht none o

Ins
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(pY) FERysH+4 B Major Shareholders

2005.12.31

I 7 Stocks EREEliEL Rl LA
F FIRE H 4 HiMajor Shareholders's name Shares Shareholdings (%)
e BT BT
Kaohsiung City Government 232,920,160 46.27
B (3 G IR ]
Chunghua Post Co., Ltd. 12,409,000 247
v R UghE B ERAT B AL T AR B TR R e R IR A R E H P 11.254.200 294
Indus Asia Pacific Fund,Ltd. R o
R
Yujlt/[ei—yuan 9,066,554 1.80
ARG ZILRE LEEEE AR GBI 2 RS EE S 8.470.000 168
Columbia Acorn Trust-Columbia Acorn International o )
i RIS ST B 1M T A R TR T R ERC A AR e I B R e P 7.868.000 1.56
Bt Pyramid Emrg Mkts Equity Fund T )
ERAEIEE T BT ZELRE W 28 T ORISR E HE 5672000 13
Stichting Pensioenfonds Metaal en Techniek T )
V8 LU B ERIT S AL 1T AR EMEEE A R 5.649.000 112
Merrill Lynch Intl-Main Tradind T )
vl e B ERAT B AL T 2R R B R R K R IR B R E P 5339600 1.06
Indus Asia Pacific Fund, L.P. [ .
Jiffied
Chun-Chin Shih il o) 1.05

G EERBRMRER A T RO BTG % 805 AT10 2 Z R -

Major shareholder, who owns more than 1% of the Bank's outstanding shares or is one of the top ten shareholders.

(f1) BOO2HEEERRTIE ~ P ~ 2R ~ BRA A& R

Market Price, Equity, Earnings, Dividends Per Share & Relatives for the Past Two Years

BT - HraWoT 5 Unit @ NT$
3 H tien I e 2004 2003 ublished Dt
ITEE (k) | RE Highest 2170 25.70 18.00
Market Price Per Gl Lowest 18.10 17.65 13.50
Share (Note 1) T8 Average 2337 2011 15.64
TIE (3£2) 73fichi  Before Distribution 2043 20.65 20.87
Equity Per Share St After Distribution
(Note 2) 19.88 = —
(el NHE S5 E Weighted Average Shares 503,423,804 503,423,804 503,423,804
Eamings Per Share | fgnzmias Earnings Per Share 0.78 0.78 0.22
HEF Cash Dividend 0.50 0.50 —
BBRBCRY Stock Dividends Appropriated from - o o
Al BT Retained Earnings
Dividends Per Share | Stock dividends | A /A Stock Dividends Appropriated - - -
from Capital Reserve
SBREAAT IR F _ _ _
Accumulated Unappropriated Dividends
e AT At (3£3) P/ERatio (Note 3) 29.96 27.06 —
Investment Return | ZFIE (3£4) Price-Dividend Ratio (Note 4) 46.74 42.22 =
Analysis WHEREFGEFA (355) Cash Dividend Yield (Note 5) (%) 2.14 237 =

1 BEE RS R R > RSB FEERRHER R AR EE LA -

Note 1 : The highest and lowest market prices each year. The average market price each year is computed with trading value and volume of the

corresponding year.

FE2 0 DURE IS U FEAT S MBI M G AR B IR AF 1 e RO IR SR ML 2 AV TIZ AR ) o

Note 2 : The computation is based on the total shares outstanding at the end of the year and approved appropriation in the subsequent Shareholders'

Meeting.



i3 R@ I =WELE TR RN / RS
Note 3 : Price-earnings ratio = Average closing price of the current year / Earnings per share.
G4 BRI = WS R IR / 1 e BRI

Note 4 : Price-dividend ratio = Average closing price of the current year / Cash dividends per share.

ik

LB BRTHAN A = TR S B R /8 R T e 2P b B e -

Note 5 : Cash dividend yield = Cash dividend per share / Average closing price per share of the current year.

(7)) &R R TR % Dividend Policy and Execution Status

Lo ARITRRRIECR - GH2025 78 H » AN F] TABRRM L8 28R 0 FC ] -
Our dividend policy : Please refer to page 78 for "Notes to Financial Statements 18. RETAINED
EARNINGS".

2. 20065 FE fig 51 € fhtak Z AR F ST ACIB I+ 2005 S FE i SRR » 58 LA OR S B &2 8% 02005 52 5 B BR 155
STECARIR » B ACIR A% I 0.5 7T » HEELHMI 5 K B TR LR £ 578 -
The FY 2006 shareholders' meeting has resolved to distribute dividends in the following order : We expect
to distribute a cash dividend of 0.5 per share to shareholders for FY 2005.Remuneration to directors,
supervisors and employees' bonus shall be disributed by way of cash.

() 2006 4 i 5 & ek < HEMEAC I B SRR S B IR B BR 2 RO 8E  BE o
The Impact of Dividend Distributions and the Issuance of Bonus Shares Resolved by the FY 2006
Shareholders' Meeting on Our Operating Performance and Earnings Per Share : none.

(J\) B TR MEDS ~ B522 A W45 Employees' Bonus & Remunerations to Directors & Supervisors

L AT E B TRl RES ~ B AN 2 BekEiE - FF2H%E 78H » Anw] T Bkt
18. 18R FC I ©
The percentages or coverage of employee' bonus, and remunerations to directors & supervisors stated in

Articles of Incorporation please refer to page 78 for "Notes to Financial Statements 18. RETAINED
EARNINGS".

2. EH A BERAC 2005 B T fL 2 & -

The information about the Board of Directors' meeting has resolved to distribute employees' bonus for FY
2005.
(1) A% B TIREALA] ~ B SERLA] e B SN 25 5
The amount distributed employees' cash bonus, employees’ stock bonus and remunerations to directors
and supervisors

B TIHSH/IF] 22,374,391 5T - Employees' cash bonus : NT$ 22,374,391.

B TRZERR] 0T - Employee' stock bonus : NT$ 0.
HECERNAS 5,593,597 7T - Remunerations to directors and supervisors : NT$ 5,593,597.

(2) 2005 52 R Rt fC 98 B TRLA| b BB S (R i B R IR B es -

Earnings Per Share after the Distribution of Employees' Bonus and Remuneration to Directors and

Supervisors for FY2005 :
A AL AR 1 e B B
Proforma Basic Earnings Per Share (EPS) after tax
B BT A% c s Unit : NT$
Fi[ Item 4 48 Amount
2005 £ AL A 4 )
Net income (loss) after tax for FY 2005 390488421
2005 £ ¢ 24 DB B #1802 8 TR B # B H 25B)
Employees bonus & Directors & Supervisors' remuneration-Cash for FY 2005 27,967,988
2005 4 ¥ 5 e DIRE AR (SR B (TR (O
Weighted average of outstanding common stocks (thousand shares) for FY 2005 503,424
BRI B ki B (A-B)/C
Proforma Basic earnings per share after tax 0.72

= IR 1T
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3. 2004 512 g LINC S B THLA RS ~ Bi R AMIZHETE - Bl 3 Sl 2 BER T IO AR LT -
Earnings distribution to employees' bonus & remunerations to directors and supervisors for FY 2004
corresponded with the decision of the Board of Director.

(1) 20045 FE Fresfic s B TRLFET22.374.391 5T - HopiEH ABc# A8 a5 -
Earnings distribution for employee bonus amounted to NT$ 22,374,391 for FY 2004. Name list of

managers entitled for the distribution were as follows :

IR Title 4 Name I8 Title 4 Name HAE Title 4 Name
ol TS s Bt it G
President Shin-Hsiung Chuang General Manager Mei-Ling Chen General Manager J.C. Shou-Jen Chen
e T s U R FEH
Exec. Vice President Kuang-Erh Lai General Manager Don Huang General Manager Yeh-Shing Wang
Rl S5 5 s i P s HRFEE
Exec. Vice President Fang-Nan Liou General Manager Yen-Ching Hsien General Manager Mei-Chu Chang
Rl Hka s BB R HHR
Exec. Vice President Shih-Chiang Huang General Manager Chien-Cheng Lan General Manager Duncan Tsai
sk B fep EBHhE R FHRE
Chief Auditor Shing-Dieh Liu General Manager Chiu-Chin Huang General Manager Anna Hsu
it f s s BB s AN 7
Consultant Chun-Ching Ko General Manager Ching-Tsan Chen General Manager Taloe Shen
S i Ty | LoD 5 R i s
Dept, Adjunct Ma nag; 0BU Margie Hong General Manager Ying-Chung Lin General Manager Wen-Lueh Su
s Rk s 5E s BEGY
General Manager Jin-Biau Tsai General Manager Shiu-Hui Liu General Manager Jong-Huei Wang
i PR s 0 s B
General Manager Pi-Jung Ko General Manager Hueng-Fen Yen General Manager Shw-Mei Hong
s Rl e e fEpt BEB
General Manager Lien-Te Hsu General Manager Ju-Chen Lu General Manager Ching-Juh Chen
i EFY s BEVEL s UREZIN
General Manager Shiow-Jen Tsai General Manager Yueh-O Wang General Manager Kuei-Song Shen
s I TCBE s P s B2
General Manager Yuan-Chin Shiang General Manager Hwa-Jen Lee General Manager An-Ho Liu
AP CR=100 st Wi 5 st e
General Manager Min-Cheng Wu General Manager Cheng-Yen Yu General Manager Te-Ching Wan
gt Hifa i R i s (X
General Manager Chin-Gaw Huang General Manager Chin-Tzay Yan General Manager Chuck Chen
e Bz s Sl s M=
General Manager Shuen-Hwa Chen General Manager Chu-Sheng Tsai General Manager Chi-Jen Lin
8l Bt
General Manager Chuan-Pin Kao

(2) 2004 £ 155 2 R0 58 B 50 R B 2= A

Remuneration to directors and supervisiors appropriated from retained earnings for FY 2004 amounted

to NT$ 5,593,597 -

(JL) RTERIRITERAGHE « -

Execution of Treasury Stock of the Bank : none.

15,593,597 7 o



MY~ SEEEZR - R - WS ERTHRRE - B TR IRREIRAE ORI o2 R L fth SR B 2 RS T

Financial Bonds ~ Preferred Stocks ~ Overseas Depository Receipts ~ Employees Share Options Receipts ~ Merger

& Acquisitions

(—) EML{EZF 5 1T1EH Financial Bonds

B FraE®oT ; Unit : NT$

DRMESEN Tem

1 RERMER 1t Issued

52 REMES 2nd Issued

R EEREE I 3Ok
Date & No Approved by the Central Competent Authotity

HFBER2001.09.27 B 7 (~) F509000007275%
MOF, Tai-Tsai-Rong- (2) N0.090000072 (Sep.27,2001)

HFB2001.09.27R 1 () F5509000007275%
MOF, Tai-Tsai-Rong- (2) No.0900000727 (Sep.27,2001)

# 17T H W 2001.11.26 2002.08.19

Trade Date Nov. 26,2001 Aug. 19, 2002

i i 5008 705 1,000 7T 1008 705 1,000 7T
Par NT$ 5 &10 million NT$ 1 &10 million
FTRZ M _ _

Issue & Trade Place

Bl Hal Hra

Currency New Taiwan Dollars New Taiwan Dollars
BTEMK AR TR

Issue Price 100% 100%

4 kS 10{5,0008 7t 20{87T

Nominal Amount 1 billion & 50 million 2 billion

i 3% 3.43%

nterest

i (i3 SHEMAEIAN © 2006.11.26 SHERAEIHAH ¢ 2007.08.19
Tenor 5 years, payment date : Nov. 26, 2006 5 years, payment date : Aug. 19, 2007
% 8 M I MR

Senior/ subordinate debt Senior debt Subordinate debt
TEL " "

Assurer none none

% it A b3 i3

Trustee none none

A HiTHE R R AR
Underwriter deal by the Bank Capital Securities Ltd.
% A i3 I

Independent Lawyers none none

HERGHM
Independent Auditors

BRmE O
Ping-Chang Su, Ren-Yau Shie

R B
Ping-Chang Su, Ren-Yau Shie

i R FRRITEL FiR TR

Certification Institution Trust Dept., First Commercial Bank Trust Dept., First Commercial Bank

Bk 3T HALIERG3 ~ 4~ STEAEA30% ~ 30% ~ 40% 3T HELRE ~ 3~ 4 > SEZEARL0% ~ 20% ~ 20% ~ 20%

Repay Order 30% ~ 30% and 40% of the principal are repaid when the 3rd 4th 40% ~ 20% ~ 20% and 20%of the principal are repaid when the 2nd,
pay and 5th annual interest payments are paid, respectively 3rd, 4th and Sth annual interest payments are paid, respectively

1B B A 4{E2,0008 T 8T

Non-repaid Balance NTS$ 0.4 billion & 20 million NTS$ 0.8 billion

Hi—FE E I A 44038, 7008 7¢ 44{8,7008 ¢

2000 Paid-in Capital NT$ 4.4 billion & 87 million NTS$ 4.4 billion & 87 million

Hi— SRR R 5 103(85,500 7T 103(8,70087C

2000 Total Stockholders' Equity NT$ 10.3 billion & 55 million NT$ 10.3 billion & 87 million

JEHIER R E

Performance normal normal

HEESEE PATE ki3 b3

Redemption or Early Exercise Term none none

TR AT AR bl bl

Convertible & Swap Term none none

MR i3 bl

Bound Term none none

EEalinE AL A T A B B AL A T A B K

Fund Utilization Plans cooperate with Kaohsiung City Government to offer project loans cooperate with Kaohsiung City Government to offer project loans

FHACET SRR AT B TIROBAEA L BRAH S B TR — R REIR
iRz E

Ratio of the Registered Value of Issue plus Outstanding Balance 10.14% 29.36%
against the Net Value after Settlement of the Year previous to the Year

of Issue (%)

h A G EEEA ML B FOEA
Whether Include Qualified Capital and the Corresponding Category | no tier 2

(FMRTSF IR 375 B R AT )
Credit Rating Agency & Ratings

HEE(E TS A H12006/1/9 twA
Taiwan Ratings Corporation, Ratuing : twA, Jan. 9, 2006

HE(ZFIAFE A FI2006 /119 twA
Taiwan Ratings Corporation, Ratuing : twA, Jan. 9, 2006

(=) B ~ BIMFEEEREE ~ B TR - It S M-SRl b 2 BRI
Preferred Stocks ~ Overseas Depository Receipts ~ Employees Share Options Receipts ~ Merger &

Acquisitions : none.

ot
S
£
ai
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-~ FE 5N %¥ Business Description

(—) FEEFE (A (5

g 2 =

BEE (RERWA) ZHEREEUIEE

Weightings and Changes of Key Assets (Revenue) against Total Assets (Total Operating Revenue)

B HrEWHEEIT > % 5 Unit: NTS$ Million, %

2005 2004
& B Year ;
&P /WA Assets/ Revenues &P /WA Assets/ Revenues agEs B
Comparison Major Business
s AT / REEIAL A / AR i
%?% il Ttem Aﬁ %E t Comparison to Total Asset Aﬁ 'éE t Comparison to Total Asset
ot / Total Operating Revenue ot / Total Operating Revenue

0am —MEER BB ERR
6% 101,525 66.20 103,852 68.44 2.24 LS
Loan Business 0 ’ ’ : (22 Corporate loan,consumer loan ,

mortgage loan and etc.

o B AGEIH - SR R R
RERs 16,265 1061 14,693 968 | 093 |BE .
Investment Business Bills,time deposits purchased &

long-term investment
| E\ B~ F SR E

FIRMA 3,230 75.50 3,459 8251 (o) | ME ~ BHUASALEKA
Interest Income Interest income on loans
SR MER ~ TRaEHE ~ (CBIEFMA

s . 282 6.59 335 7.99 (1.40) Gain on remittance, guarantee &
Commission & Service Fees a

gency

HESEIMGE HERMEHERS - F50E
Gain in Trading Bills & 690 16.13 338 8.06 8.07 Gain on trading marketable
Securities securities & bills
RIS E NG ey
@t b G S wak 14 033 25 060 | (027 |EREIME
Investment Gain on long-term investment
SEHAMI G ({54 ' PN
Gain on Foreign Exchange 28 0.65 21 0.50 0.15 Gain on foreign exchange spread

(720006 25 /888 2 a4l

(DT -

a2 TERHEREGE ] -
Business Plan for 2006 : Please refer to "Message to Our Shareholders".

Market Analysis

Following the overall economic environment that is

FE = HE B RSE BR BRI - I & SR
TR T SRR HY 55 77 » EAEACE] $R1T8E %
Z L AR 52001 1127 % @R 20 T [
E2005F12 FJiK 22.24% - [a] WA A fRE S
Wi 7 AR I 1357 % BT £349.89% - B FE i
G FHE ez - 2006 F ] 7E RAE R () 5l
(] 28 %5 DA L A 4 F LB 0 i v B il

growing stably and the banks’ efforts to offset bad debt, the

local banks' non-performing loans ratio has declined from

11.27% at the end of 2001 to 2.24% at the end of December

2005. At the same time, the coverage ratio for credit loss

allowance rose from 13.57% to 49.89%. The quality of

assets is being improved on an on-going basis. In 2006, we

can foresee that some providers in the same trade will face

the new challenges brought by "dual-card" assets because

= I IR

13J
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Jeek T 0 FE T B R R R - P S <R 2
P LIE W RE B AT (I - AT SERK B R b

B2 Aamm g THAT RS BERT T /2006
BB B PE B FERT K BHERT 1 B12005 5 A

AR AT 3R 3 B HL A2 @ ey BRAT
P A R B PR R & 0 B R ) BRI RE
TR BFRHAE » 2005 5 3GE K R{ERFRT

» BUEARBIERIT R 18 R AR £30.3%
PG ER 481 % > )8 fR{KOKYE - T8
AR SR TS B ORI AR AT > 3%
R FIHEE AR -

K2 B AR B R T R H & B (A RE A 2
AVERS H A IORIR - 2005 FEEHEA
1B R AT FILS BC A 5 788 2 U ACEL B 57663
% » E§H20045E73.23% 25 0 L E
ARG 8 B\ fa oK BEWARA Y B o AR A AR 5 ¢
IN A BEOE S i T < Rl A A R
B T AE B ERA T e Rl AR YERE T B 2
BEREN . — -

B B R T T B B B — T BOR
A TILEREE o~ s e ZERALE
B - BB 2 R ES T B
Moz 5% RERIN - BSORSE B 2 3 E NI
SIS HGRE T8 o Mo B AR 2 B ER
Hil > Erih. 2 fEREHIA I m B

I #3822 H RN FIRZR - AT DL i

AR AS BOR B BR 258 HEFTEL I - HERE
WERKYEE Z b FREE LA TR
sreike ~ JERIRE 1 LUKE SR SERE /) - BT
RITE A AR SRR NS 5 i IEA R
WA Z 25 > A LA 2 Owtibe - Zm e A
AT ANFE » BLIR HHRE Al 75 F S

EM

HAL

they develop the consumers products with higher risk.
Fortunately, the providers in the same trade tend to collect
credit actively and, therefore, it is expected that the negative
impact to be brought to the quality of assets will be diluted.
It is anticipated that the asset quality of the overall local
banking system in 2006 may remain the same as it was in
2005.

Given that the local banks are dispersed excessively and
the banking products provided by them are very similar in
nature, the banks' overall competitive strength and profitability
are not idealistic. In addition to the "dual-card" debt risk in
2005, the rate of return on total asset was 0.3%, and the average
return on equity was 4.81%, which appears to be low. Given
this, it is expected that the growth of such rates of return is
still limited, before the effective result of mergers and
reorganization of markets is produced.

Most of the local banks are used to depending on the
interest income as their major revenues. In 2005, the interest
income of all local banks accounted for 76.63% of their
revenues, which is more than 73.23% in 2004. Such percentage
reflects that the operating risk was not dispersed obviously.
The future mergers and reorganization of large-sized financial
holding companies will enhance the competition in the financial
market, and the individual bank's ability to bear risk will be

one of the key factors to their perpetual operation.

The competent authority continuously enforces the unified
policy for financial supervision and highlights the discrimate
supervisory model for "leniency in business and strictness in
fiscal affairs". That is, it offers outstanding providers that
comply with laws with a freeer and more flexible development
environment, while it tends to persuade the providers that are
poorer in quality to withdraw from the market step by step.
The precise and efficient supervisory mechanism benefits the
development of the market positively.

Facing the various favorable and unfavarable factors,
the bank will maintain the quality of its assets by means of
stable crediting policies and strict follow-up management
systems, continuously strengthen its financial structures,
profitability and R&D ability to upgrade the rate of return on
total assets and return on equity thereof, and increase the
non-interest income to improve its revenue structures, as well
as upgrade the quality of its human resources in order to

provide top-quality services.



(PY) 4> Rl e Sl i 9 B 24 355 58 EE 7% Overview of Research and Business Development of Financial Products
1. A2 5 3 S Rl O B M 3% 2 SE S IR B E AR AR B R 2 1
The Scale and Performance of Major Financial Products and Corresponding New Functional Units in The Past
Two Years

(1) &= E 45l rg 54 Major Financial Products

755! Business Item R Financial Products
FRE TSR ~ EHIEERR ~ RS PIEREE I -
Deposit Business Demand Deposits, Time Deposits, Omnibus Deposits, Negotiable Certificated of (Time) Deposits etc.

REERMES  EEESER - EAHER ~ HEEK - PNMFREE SR - FRBRIAIME IR - fRE R
- RS -

&4{5%}% Corporate Banking Product : Operating Fund Financing, Loans for Capital Expenditure, Project Loans, Working Capital
Loan Business Loans for Small & Medium Enterprises, Issue Local and Overseas Letters of Credit, Guarantees and Acceptances etc.
B CARES « FEER - BEE N - WAREEER - SE2EK - G REET -

Consumer Banking Product : Mortgage Loans, Operating Fund Financing, Individual Credit Loans, Tuition Loan, Credit
Cards etc.

AL IRGHE ~ BITHEE ST ~ THIE(ES @ ITHEE ~ HARESZ ) ~ JHEERRAE & ~ JHISAE & 2Xrs ot B BB R 555 -
Import / Export Business, Remittances & Deposits, Outright Forward, FX Margin Trade, FCY Structured Products,
Offshore Banking Business etc.

IMHESERS

Foreign Exchange Business

REIEEE ~ BERREI - S8E - MEGET M e RN E 3% (A ER ST - - 53
R EATRZ BRI s HERESFET ~ SR BN LR ER R REIES - AEB S HEER
ERE S PR S0 I DR ETAR T 3855

Trust of Real Estate, Trust of Securities, Money Trust, Discretionary Investment Business, Act as Agent for Issuance,
Transfer and Registration of Marketable Securities, and Payment and Distribution of Dividends, Interests and Bonus,
Provide Advisory Service on Issuance and Offering of Marketable Securities, Act as Custodian of Marketable Securities
Investment Fund, Subscription Business of Portfolio, Custody Services, Safe-Deposit Box Rental Service etc.

Trust Business

HERHEAS ISR ERRAN - BEBUNES R boRINE (38575 - B R3  TREHEER - B
HESER

Purchasing and Selling Service of Commercial Papers, Short-Term Commercial Paper Certification & Underwriting,
Purchase and Sell of Government Bonds, Undertake Marketable Securities Underwriting, Acting as the Agent for Sales
of Gold, Wealth Management Business, Financial Consultant Business etc.

it

Other Business

Q)M EREHERFT « B E BRI & W R e e B AR S — PN o
New Business Units : Wealth management section of Business Management Dept. and 2nd office of

Corporate Banking Dept.

2. RO FEMR s S Y ~ R ROR AR G &5
Expenditure & Results of R & D in The Past Two Years and Future Plans
(D 9258 B 3 HExpenditure of R & D
BS {1 B4 MEE Bt < Unit : NTS Million

EE Year 2005 2004
ot Amount 743 6.96

= IR 1T
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(2) 5238 B2 Rk 52 Results of R & D

75 Business Item

4Rl Financial Products

HFREH

Deposit Business

PROHARE IR B ER (ACH) RREHEENE -

Automated Clearing House, Agent for Sales of Gold.

{EES

Loan Business

PR TR EAIE R ~ TR EEESME R ~ TFEMEREREEE) ~ TR E R
Micro-Business Start-Up Loan, Working Capital Loans for Small & Medium Enterprises, Preferential House Loan
Project, Factoring etc.

A

Foreign Exchange Business

BRAE TOMEOMAER R ~ TIERSRHIETH ARBENIHERZ S ) ~ THEBHEZSERE) & TMEGHER
PR s OBURHDBURMIIINE F 217 ~ Bk MR -

Foreign Currency Export Loans, USD : CNY Non-Delivery Forward Business, NTD Exchange Options, Foreign
Currency Structured Product, OBU Outsources Deposits, Loans and Remittances of Offshore Banking Customers to
DBU.

[EE=S

Trust Business

BRAE TRE B ERLIRE RN [HE - BIRER S (ETFs) 1 25 AHIEBRA®)EC - THE
(MEEM(E - BREHER GG - AMREEHEEEEE RS EEEMIR S 5
Processing the business for "specific money trusts earmarked for investing in foreign and local securities-ETFs", Real
estate trust for co-construction of houses and property management, independent management and employment of
money trust, trust of administrative fund of apartment buildings and collective trust fund management and employment
account.

EER
Electronic Business

mn T BRI ~ T SRR RIS R R R AR R R
Chip Combo Card, Electronic Payment System of Kaohsiung Municipal Treasury, National Tax Payment Business,
Mutual Fund Telephone Voice Service etc.

QB) R aEEEH = Future Plans of R & D

A TR ] 2 T 2

A Positively Develop New Financial Business

With liberalization and internationalization of

A A F) = % A& . . . : 1
PR B Rk HH AL BB ALY 5% financial circumstance and for offering customers various
B WiRMEEELEl ~ &2 H1E and comprehensive financial services, we will continuously

AR S » S RFREEET T T R 5 B <

I Sh A BE 58 - a0 FIEREZIR R

exert our efforts in developing new business and new

]

financial products, such as Interest Rate Swap, Interest

}%{-
il

< B!

aE Rate Option, Interest Rate Futures, Forward Rate
FERE ~ FI| 28BS ~ BRI TS Agreement and expand OBU businesses, to improve the

Bank's competitiveness and profitability.

A AE G [ 5 P HEROBU 285 - LAY i

AT

An R ) BRI RES ) -

B.E AV 22558 2 I6 R B .Expand E-Commerce Business

P NEE 76 1~ 1 #9528 5 2 PR B

‘With the rapid development of e-commerce business,

hoping to following the "Knowledge-base Economy

s VEE I T BOR HEENEE T 5 0 Development Plan" proposed by Executive Yuan, which is
1B B TR 3B/ 2 | aimed at building an Internet network for inter-bank
= L AR U 55 ES

SRS B AT AT 2 ERBEE A - fRAEE

payment, we are committed to fulfilling the government

policy and introducing electronic collection and payment,

SEEE 7 AT TSIREE o and offer a much more complete environment for E-

C.TEMR it 38 B3 1B ) 2 (S 30385

Commerce.

C.Positively Develop Potential Trust Business

BHEERH 38 1 208E MBI SR -
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M- IR/ NEZRERGK

Making studies to develop such trust products as
education and business starting trust, retirement pension
trust, testamentary trust, Employee Stock Ownership
Trust, real estate securitization and collective management
and employment trust, in order to make the bank's trust
business more diversified and flexible and to provide
customers with more perfect trust services to enhance its

competitive strength.

D.Improve Wealth Management Business

Dedicated to promoting the centralization of wealth
management business, continuously carrying out the training
plans for financial management specialists, researching
and developing more up-to-date wealth management
information system, so as to help financial management
specialists control real-time and accurate financial
management information and provide more well-founded
customized service, and to create a win-win situation for

the bank and customers.

Plans for Business Development :

1. Trust Business:

(1) Short-Term Plans for Business Development :

Develop the existing trust business to increase the
bank's income for risk-free handling fees, and also
develop the education and business start trust,
retirement pension trust and collective management and

employment trust.

(2)Long-Term Plans for Business Development :
Scheduled to research and develop the business
fortestamentary trust, Employee Stock Ownership Trust
and real estate securitization, subject to the demands of
the market and the development of the bank's trust

business.

2. Corporate Financial Business :

(1)Strengthen Granting of Loans to Small and Medium
Enterprises:

To cope with the "Project for Strengthening the
Granting of Local Banks' Loans to Small-and Medium -
size Enterprises" of Financial Supervisory Commission,
Executive Yuan, the bank instructed its branches to
establish dedicated taskforces responsible for small-and
medium-size enterprises projects, so as to develop the

granting of loans to small-and medium-size enterprises.

= IR 1T
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(2) Continuously Release and Modify The Various
Corporate Financial Crediting Products:

The bank will modify the existing corporate
creditingproducts subject to the change in the market,
and will continuously release new corporate crediting
products, discuss and improve the existing operational

procedure, to enhance the bank's competitive strength.

(3) Upgrading The Staff's Specialty:

The development of the credit business depends
on the staff with fine quality and specialty. Therefore,
proper information and products may be provided to
customers, and the customers' status can be controlled.
In order to enable the bank to possess fine crediting
staff, the bank will strength the training of the existing
staff with correct operation procedure and strengthen

their specialties.

. Financial Management Business :

(1) Short-Term Investment:
Including transactions of stock, funds, on-the-run
issues and exchange rate operation to cope with the
short-term trend in the market, so as to earn the price

difference.

(2) Mid-Term Investment :

Primarily for the purpose of increasing revenues,
the investment tools include bonds of less than a
five-year period, debenture stock and high-yield
shares, which are purchased at a low price to earn
interest.

(3) Long-Term linvestment :

Focusing on bonds, the bank will buy financial
products with high profitability when the interest rate
rises to the reasonable price, and looks for new
products available in the market from time to time,
such as real estate securitization, new financial
derivatives, so as to make investment in good time to

upgrade its profitability and increase its earnings.
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Number of Employees, Average Years of Service, Average Age, Education, Certificated

Professions License, Education & Training of Employees Employed for the Past Two Years

& Up to March 2006

() RT2F E J # 2006583 H (R (22 8 TE R
Information of Employees for the Past Two Years & Up to March 2006

5 JE Year 2004 2005 2006/03/31
BT AN Number of Employees (Person) 860 848 848
PSR (%) Average Age (Years old) 39.90 40.89 41.12
PIARBEEL (E) Average Years of Service (Year) 13.50 14.67 14.62
M * Ph.D. 0 0 0
R = Master Degree 3.95 4.72 507
sl gl o (@) X #H Bachelor Degree / Associate Diploma 82.09 81.25 81.37
B Senior High School 12.91 12.97 12.62
EFRLAT Under Senior High School 1.05 1.06 0.94
BREE IR Securities Investment Analyst 1 1 1
HAEEBE Securities Specialist 56 49 49
BRI ECETS B Senior Securities Specialist 173 175 175
BRAGHBZERE  Securities Investment Trust and Consulting Professionals 77 79 80
GRS H AB  Analysts of futures trading 0 1 1
WEmEER A Futures Specialist 129 131 130
a e e YRGB Bill Finance Specialist 168 180 180
Name of Employees With
Certificates, Licenses and ERCREEAR Tt Supervisor - - e
Qualifications (Person) (RAEREEAR  Trust Manager 326 329 331
ERLEEBAE  Trust Operations Personnel 544 555 354
SRAT eI L A HIER A4%  Basic test for bank internal control 590 598 597
WA fREE LN Non-Life Insurance Agent 1 1 1
R A Non-Life Insurance Broker 1 1 1
A& (FEH) {RIEZE5E Life (Investment Link) Insurance Sales Agents 631 623 627
MEIRBEZERSE  Non-Life Insurance Sales Agents 515 537 537
Erathim Certified Public Accountants %) 9 3)
i TELA®) Na Tyl Ly L3870
Note : The following number of part-time students was not included in the above-mentioned number of employees.
¥ Year 2004 2005 2006/3/31
Y TIET 34 ASL ( A) Number of Part-time Students (Person) 34 28 27
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Employees' Further Education and Training
1. For the purpose of encouraging employees to undertake
further studies in off-work hours, we have a policy of
reimbursing half of the tuition fees for any employees
undertaking further studies relevant to their work at
universities, colleges or graduate schools of universities.
We have sponsored 84 person-times in FY 2005.
2.In order to advance the professionalism and skills of our
employees, develop future human resources in all kinds of
business and with the aim of improving employee quality
and enhancing our service quality, we continually plan for
the various training programs from time to time. Details of
training programs for FY 2005 are as follows :
(1)Internal Training(Include Commissioned Training) :
In 2005, 40 class-times of "Advanced program for
financial management specialists" were offered and a
total of 2,549 person-times attended the training, which
covered the various fundamental sales training courses,
advance finance and sales courses, regulations
educational courses, new financial products (and
promotion) courses and financial management and
insurance or marketing techniques seminars.
(2)External Training: Due to business requirements, we
send employees from time to time to attend the relevant
training programs organized by other related educational
training institutions. In FY 2005, we have sent a total of
771 person-times to participate in such training
programs.
(3)Overseas Educational Visits / Seminar: In FY 2005, we
have sent a total of 12 person-times abroad to undertake
educational visits to absorb global financial management

knowledge and experience.

Social Responsibility and Moral Behavior of the Enterprise
In addition to being dedicated to upgrading its business
performance to create value for shareholders, the bank also
actively takes part in the "Blood donation charity event" and
sponsors the "2005 Kaohisung heartwarming care and hip-
pop art series events” held by Iclub, the events for "Deaf
persons' declaim, calligraphy... in Kaohsiung City" held by
Kaohsiung City Shanhwe Association, and "Barrier-free
ambassador contest for Mr. and Mrs. Wheelchair" held by
Taiwan Disability-Free Association, in order to upgrade the

bank's image.



P_];[ §§}l" ﬁH: Information Technology and Computer Facility
i 1. The Core Hardware / Software and Maintenance
() = SEORCHEO fied 35 i S AfE i

The current hardware of the core IT system contains

ZIKTT Ig uﬂ ffﬁﬁ%ﬁ’@nx{ HIBM é?ﬁr?—“’,‘ IBM NTD transaction server, disk, transmission control
5 E B~ TR (G PR~ SRR server, foreign exchange transaction server and two
cryptosystem servers, and the software in service are
A= a7 — 50
BLfk - AL L B s Bl ORI IBM VSE / ESA 2.6 for core banking system and IBM
FEYRFIBM VSE/ESA 2.6 » 4\ £ {4240 8 OS / 400 V5R2 for the foreign exchange system. We
BEPSETBM OS/400 VSR2 o i FE BHRG G 2T engage maintenance contracts with both systems.
=1 ° kR W [=] &
HHEEEHY -
(D) KRB s ki E 2135 I1. Plan for Development or Purchases in the Future

1. For the purpose of comprehensive electronic services to

L St s Foei o8& 1 LAkEs - TR _ .
customers, we are committed to improve and upgrade
FAATRET S MBS T L AREST) e > iR facilities supporting telephone voice and internet banking
ERITHRIEBO LS BiE > g FE& service and will further integrate the current automatic

e et marketing channels in order to offer payment /
YA I SRR SE 2 T LARES - , o _
collection and notification services to customers.

2. Mnmdigs ATMAK 25 5% 471 - f% B REATM I RE 2.Developing web-ATM service. With the multiple
SEFH RS & BIEE B Rl 2 E i encryption mechanism provided with chip combo

. L L cards, applying functionality of physical ATM cards to
B - IREATT RIER TS SR & F

online services, our service enables chip combo

T ~ EIR R BT e o E#T cardholders, either our customers or other banks'
SRR E T SRS o customers, to request inquiries, fund transfers and
(=) B2 2 (16 45 B2 2 [ 2 H5 online shoppmg,. and ensures them a more complete e-
commerce experience.
1. B &% Bl 0G0 BR AR IRE R B 8l 3ot - III. Emergency Backup and Security Protection
FE FU{E2E s E hes - RiEmE A 1. Developing and testing systems function not only for

" . N . implementation and testing on a daily basis but also
FEVE R LB ~ WORRPE ~ (S PRI B - 1E2C , o ,
the backup systems for operating systems, such as

1’?%6@%%%%%%%9”51 AA] éﬁ%[ﬁ% If%ﬁﬁ operation server, disk, and communication control

e o server. The two cryptosystem servers are the backup
for the cryptosystem systems of operation hardware.

2. R EITIRSE L0 Sl AR ~ Rl 2. We conduct backup drill for operation mainframe,
TR TR EETE SR - Tk M E v Sl Rl communication control server, and cryptosystem
12 systems on a six-month basis. As to backup drill for

disk storages, we have it once each year.

3. B o mIER] AR SR fiR iR 3. We entered into a remote backup contract with FISC,
o R G R S 2 which requires us to conduct remote backup drills
R twice a year in FISC.

4.To ensure the IT facility is functioning well and the
4. FRRRECR & AR AR HAF R A A% CH safety of employees, we impose entrance control in the

ARG EE > Ui e E— IT building and have a generator, two sets of

RN A L Y I uninterruptible power system, and two sets of air
Y[ Fa AX 2= A -

conditioning machines. We also conduct a fire drill
£ BPFETIEVIERL K - every six months.
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Relations between Management & Labor
I .Employees' Benefits, Retirement, Labor-capital Agreement

and Fulfillment of Labor Rights

1. Employees' benefits: in order to ensure better living for
our employees and encourage their working spirit, they
are eligible for performance incentives and bonuses,
group insurance, subsidies of credit points for further
education, welfare funds, and scholarships for their
children's education.

2. Retirement: we conduct retirement of bank employees
in accordance with the "Rules Governing Retirement,
Pension and Layoff of Bank of Kaohsiung" and
contribute to the Workers', and contributes monthly
Workers' Retirement Reserve Funds pursuant to the
Labor Standard Act and provides the laborers'
retirement pension on a monthly basis pursuant to the
Labor Pension Act.

3. Labor-Capital Agreement: We have an agreement with
the Bank of Kaohsiung Workers Union for protecting
labor rights and ensuring the relationship is in harmony.

4. Fulfillment of labor rights: We have rules to clearly
specify rights and obligations between the employer
and employees. Those rules stipulate promotion,
assessment, position rotation, reward and penalty, and

bonuses respectively for securing rights of employees.

II. The Bank has Suffered Any Loss Arising from Labor
Disputes for the Past Two Years and up to Published

date : none.

III. Reponses to Current and Potential Disputes that May
Occur in the Future : Please refer to page 87 for "Notes
to Financial Statements 24. COMMITMENTS AND
CONTINGENT LIABILITIES (3)".



7% ~ EHE T Significant Contracts :

e L B g e Bl sk
IR B %A S LENE Restriction
Nature of Contract Contracting Party Duration of Contract Major Contents Clause
AT 2R AT B2 44 T B e R IR
FohEHy 92. 11. 268 i
e . The company and Lin Ying- as .of Nov 26.2003 Payment of salary to ex-staff and confirmation Nl(’)‘r\le
Outsourcing contract Jung, Attorney-at-Law T of employment relationship
- A B 03102948 FEPEMTERENELR
O — Thej, company and Chin Te- as of Oct. 29, 2004 Requesting customers t'0 cancel the registration None
in, -at-Law
Chin, Attorney-at-La for transfer of ownership
B RAASIEHARAT | 21506 02 A RIS f
Outsourcing contract ;Fhfe company anq Finical from: June 3, 2002 Credit card service None
nformation Service Co., Ltd. | to; June 3, 2008
FhH0 KRMRRERIRAT | Zh (5 00 IR FRRS s
Outsourcing contract The company and ElectroTnc Data from: Oct. 28, 2002 Credit card service None
Systems Taiwan Corporation to: April 1,2008
FIM4) ALAREMARELE | F 0% 001 1B EL S
q The company and An Feng pal O SubiEh - N
Outsourcing contract Enterprise C ati from: Feb. 1, 2006 ATM service ore
nierprise Lorporation to: Jan 31, 2007
. The company and Wei Feng 215 5 2o Uil
Outsourcing contract Security C i from: Feb. 1, 2006 Cash escort None
ceurity Lorporation to: Jan. 31, 2008
AR FEN R R 2 (B 2 7] . e
§91~§€%Q The company and Li Pao 94.05. 0545 BRI T
Outsourcing contract Security Corporation as of May 5, 2005 Cash escort None
ApFEPERR B AREIL | H :93.10.2
ZIE 5 3ZH :95.10.01 AR FOEA pLs
Outsourcing contract The company and Chunghwa Post | from: Oct. 2, 2004 Notice of student loan None
Co., Ltd., Taipei Post Office to: Oct. 1, 2006
oy %Sgﬂ%%ﬁﬂﬂzﬂﬁﬁﬁﬁﬁﬁ #EH : 94.10.05 %%éﬁéﬁa BAERE IR ~ B4 - -
i Al LE iZH :95.10.05 B
Outsourcing contract The company aﬂfi Chunghwa P ost ?r_om: Oct. 5, 2005 Printing, packing and mail of statement of None
Co., Ltd., Kaohsiung Post Office | 1, 0ct. 5, 2006 account for specific money trust investment
FO 2 ALFSRTHEERBOLTE | 0 e SEE R TR T T AU TS Bl
e ne———" IThe company and ToYou as of Nov. 22, 2004 Voice mail service and electronic banking N
nternational Inc. systems
TRAH e R TR R T "
Construction contract The bank and Shih Chao-yung Architect Office | from: June 22, 2005 Construction pr()]e.ct e 15 Lol s ot 0 Yl None
and Ta Mao Construction Corporation. to: Dec. 23, 2006 warehouse for storing vouchers
— AATH S T BURY BUR RS A
P49 The bank and The Bureauuof 89.02. 098 _ﬁ:jj;g a?e'?ﬁsigﬁlo be the agent of A
City treasury agency contract | gj i i
Yy ry agency lggj‘r;:: n(l)gnlt(aohsmng City as of Feb. 9, 2000 Kaohsiung City Treasury. None

= ~ 2005 5 5 {5 Rl 7 58 2R A LA B A~ 8 722 38 2R L AGR T R B A% v B s 2 38 231 L i A R R,
FHEHE I ¢ It
Information on Securitization Products Issued in FY2005 Permitted under "Financial Assets

Securitization Provision" or "Real Estate Securitization Provision" : none.
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Plans

In order to strengthen its capital structure, upgrade
the capital adequacy ratio and cope with the loans
under policies, the bank issued the general financial
bonds in the amount of NT$ 1.05 billion on November
26, 2001 and the junior financial bond of the 2nd term
on August 19, 2002. The bank had plenty of funds in
2005 and, therefore, did not apply for issuing bonds.
In the future, the bank will conduct further assessment
subject to its capital structure and demands for depositing

and lending funds.

Results

The bank repaid the principal of junior financial
bonds in the amount of NT$ 400,000,000 and the
principal of the general financial bonds in the amount of
NT$ 315,000,000 on August 19, 2005 and Nov. 26,
2005 respectively. The project not only produced the
effect of stabilizing the bank's mid-term and long-term
capital but also upgraded the bank's capital adequacy

ratio.

= IR 1T
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Condensed Balance Sheets and Statements of Income for the Past Five Years
(— FEUAE FE & {8 3¢ Condensed Balance Sheets

BT - FrE® BT 5 Unit @ NT$ Million

TSR B AR

£ E Year Financial Information for the Past Five Years
AR Ttem 2005/12/31 | 2004/12/31 | 2003/12/31 | 2002/12/31 | 2001/12/31
BASERRER I WEREERRE
Bills & securities purchased —net, Bills and bonds purchased under resale 24,763 12,445 13,090 14,808 8,064
agreements
TN R Accounts receivable 904 1,038 828 1,005 1,528
B ~ IR IGESEE  Bills purchased, discounts & loans 101,526 103,852 113,365 136,437 165,047
REE Long-term investments 3,662 2,663 1,399 1,343 1,239
[ E & R Property, plant & equipment —net 2,373 2,514 2,556 2,606 2,636
HAth#& AR Other assets 871 1,306 1,611 1,978 2,229
PATRITRIZEMK Due to CBC & banks 17,024 18,021 23,068 30913 25,850
TR FERK Deposits & remittances 117,819 113,455 111,529 126,527 163,164
T R ~ (o i 4R

lgi%;zn%rliiﬂi\ies Ev;ig\ciggifanks, financial bonds payable 2 S2E 2R [ete 2

/EC AT Before distribution 3,530 4,317 2,452 2,632 3,527
JEAH R E

i After distribution = 4,596 2,706 2,886 4,185
HE R Other liabilities 962 1,445 617 538 484
[N SMCHT Before distribution 5,034 5,034 4,577 4,577 4,487
Capil it After distribution — 5034 5034 4577 457
HANE SMCHT Before distribution 2,543 2,543 3,000 3,001 3,001
Capital Reserve | /3tf%: After distribution - 2,543 2,543 3,001 3001
(B REs SHBCHT Before distribution 2,821 2,710 2,571 2314 2,899
Retained earnings | /3igf% After distribution = 2431 2317 2,060 2,151
FRARTIE KGR ARE% Net loss of unrecognized for pension costs - - (18) - -
HEFERSEH Total Assets 153,353 151,738 154,750 178,084 204,695
& (s 5 HCHI Before distribution 142,955 141,451 144,620 168,192 194,308
Total Liabilities | /gt After distribution - 141,730 144,874 168,446 194,966
BORMAA | SYACH] Before distibution 10,398 10,287 10,130 9,892 10,387
Equity Hc# After distribution = 10,007 9,876 9,638 9,729

ii(note) = 1. L BHA 55 & o 47 i S [ g 28 Wi hst

The financial information listed above has been audited by our independent auditors.

(D) gtk s - FRmsE ~ Z5800 -
Independent auditors : Ping-Chang Su and Shu-Man Tsai.
QAR  ELAMRHER -

Auditors' opinion : a modified opinion.
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() fEi0A$E 43R Condensed Statements of Income

BT AW EEIC 5 Unit © NT$ Million

RIS E R
O Year Financial Information for the Past Five Years

JHH Ttem 2006/01/01 | 2005/01/01 | 2004/01/01 | 2003/01/01 | 2002/01/01 | 2001/01/01
-2006/03/31 | -2005/12/31 | -2004/12/31 | -2003/12/31 | -2002/12/31 | -2001/12/31

CELON Operating revenue 1,112 4278 4,192 5358 9,004 12,136
HREH Operating expenses 944 3,535 3,625 47754 8,757 11,149
il Operating gain 168 742 567 604 247 987
BREIMA R & Non-Operating income and gain 5 10 3 4 20 49
BEIVERBAEL  Non-Operating expenses and loss 93) (238) 22) (33) (36) (25)
GACIESE=Y Income / loss before tax 80 514 548 575 231 1011
MR Net income after tax 111 390 393 511 163 779
SRR (T) BT Before retroactive adjustment 0.22 0.78 0.78 112 0.36 1.74
Barnings per share (NT$) | ege. pfier retroactive adjustment 022 078 078 1.02 033 155

if(note) = 1. LB £ & 1ot 6 o & (0 4 38 W 0
The financial information listed above has been audited by our independent auditors.
2. gAY - BRI~ ZRRO -
Independent auditors : Ping-Chang Su and Shu-Man Tsai.
3EMER  BERIMEHER
Auditors' opinion : a modified opinion.



 ~ Helt LA E S #5541 Financial Analyses for the Past Five Years

SEEANT  FrEMEEIT © Amount Unit : NT$ Million
¥ F Year Financial f.z:ljli T i
SFEE Tem yses for the Past Five Years
2006/03/31 | 2005 2004 2003 2002 2001
TRl Loans to deposits ratio (%) 86.62 80.45 83.62 90.84 9520 87.26
A Ratio of NPL (%) 1.57 1.67 1.60 1.64 238 2.86
RIS SRR B L AR
Interest expenses to average deposit balances (%) 1.27 112 0.99 1.45 250 4.23
&GS — —
O e FIRHA P R(FERER AR 297 2.96 2.87 3.66 552 6.93
Interest Income to average loan balances (%)
G ASEIEAS (2X)  Total assets turnover ratio (times) 0.01 0.03 0.03 0.03 0.05 0.06
BTAYEEIA  Operating revenue per employee 131 504 487 6.30 10.63 14.87
BITFMERIEE  Eamings per employee 0.13 0.46 0.46 0.60 0.19 0.95
5B A Return on Tier 1 capital = 497 536 574 228 9.94
RIS ) B R A Return on total assets (%) 0.07 0.26 0.26 0.31 0.09 0.40
P?oﬁtabbﬂity WA Return on equity (%) 107 378 3385 511 1.61 751
fligRaR Net profit margin (%) 10.02 9.12 937 9.53 181 6.42
H&Er (o) Earnings per share (NT$) 0.22 0.78 0.78 1.02 033 1.55
R ER BERRA Asset growth rate (%) = 1.06 (1.95) (13.10) (13) 847
Growth Rate TR AR Earnings growth rate (%) = (6.23) 471) 21407 (79.11) 19253
B HEfi AR Liquidity reserve ratio (%) 18.84 2552 2150 16.71 12.70 11.87
BRI Tier 1 capital = 10,398 10,287 10,148 9,891 10,387
HAEE AT Capital = 9,589 9,786 10,053 10,241 9276
JRBEIEEAERAH  Risk weighted assets = 87,758 83,438 80,673 78,856 79,736
SIS Capital adequacy ratio (%) - 10.93 11.73 1246 12.99 11.63
[ 1A I 2R = o
gz&k@ﬁ‘li ?‘?er f,\c/?p?faijf\ Egi)‘ls&'r_cfn’tiagze ilzf:;sk weighted assets (%) B Ml = L2 e ekt
Capital Adequacy s~ s o IR E 2 el ol el oo
Tier 2 capital as a percentage of risk weighted assets (%) ’ : : ’ :
B =R b AR
Tier 3 capital as a percentage of risk weighted assets (%) o 0 0 0 0 0.09
s AR L AR
Common stock's equities as a percentage of total assets (%) o 6.78 6.78 655 555 507
1|22 kA & s éw[éj‘ /\"‘E
IEBR R AJE 13 AR AR (1R (5 HE AR AR 2 LR
"T"({;lgsﬁiju}rzﬂﬁifjﬁ Toflﬁgef;iif gﬁ?eibai%ﬁiiinﬂt;ge of Total Loans (%) 059 062 0.71 0.71 0.68 0.65
ECAIeES Asset market share (%) 0.49 0.52 0.51 0.55 0.69 0.80
BERR TR 2 Equity market share (%) 0.57 0.59 0.58 0.62 0.61 0.58
Operating Scale Tk s Deposit market share (%) 054 056 056 0.60 072 094
Ve GIT=E Loan market share (%) 0.61 0.59 0.66 0.79 1.00 1.13

BOR2F S ITEM B LU ASSBh IR« 25 "R AR B I 2 LA 20055F0.66% 8820042 1.07%15/00.41% » /D 1438 32% » L BRFIARIENL
FHFYIERR2 A A Z AR - HiglE Tl £ (BT -

Analyses of Changes : Tier 2 capital as a percentage of risk weighted assets was 0.66% of 2005. It decreased 0.41% from 1.07% of 2004. The decline ratio of
38.32% mainly due to that the amount of Tier 2 capital from a long-term bonds of subordinate debt decreased to NT$ 400 million from

NTS$ 800 million.

FEmote) « 1. |- IR 5 &I - B s BRI OL - S (Rl - DD 25 3 Mgt -
The financial information listed above audited by our independent auditors, excluding the information of operating scale.

2B RN T (BIS) #2844 8% -

The Bank for International Settlements(BIS)prescribes a standard capital adequacy ratio of 8% o

3 EUATT B e B il R 2R

BaREREZER - FI172004 55 KL A H12.06%4Z TE11.73% -

In accordance with the opinion of Financial Examination Bureau of Financial Supervisory Commission, Executive Yuan, the bank's
Risk-Based Capital Adequacy Ratio for 2004 was amended from 12.06% to 11.73%.

= IR 1T
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The aforementioned ratios are calculated as follows :

1. Operating Efficiency

(1) Loans to deposits ratio = Total loans / Total deposits

(2) Ratio of NPL = (Non-performing loans + Overdue
accounts) / Total loans

(3) Interest expenses to average deposit balances = Total
interest expenses / Annual average deposit balances

(4) Interest Income to average loan balances = Total
interest income / Annual average loan balances

(5) Total assets turnover ratio = Net operating revenue /
Average total assets

(6) Operating revenue per employee = Operating revenue /
Total number of employees

(7) Earnings per employee = Net income / Total number of

employees

2. Profitability

(1) Return on Tier 1 capital= Income before tax / Average
total Tier 1 capital

(2) Return on total assets = Net income / Average total
assets

(3) Return on equity = Net income / Average Net
shareholder equity

(4) Net profit margin = Net income / Net operating
revenue

(5) Earnings per share = (Net income — Preferred stock

dividends) / Weighted average outstanding shares

3. Growth Rate
(1) Asset growth rate = (Current total asset — Last year's
total asset) / Last year's total asset
(2) Earnings growth rate = (Current total earnings — Last

year's total earnings) / Last year's total earnings

4. Liquidity Reserve Ratio = Current assets required by the
CBC / Deposits for which the various current reserve shall

be provided
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. Capital Adequacy

(1) Capital base = Tierl capital + Tier2 capital + Tier3
capital — Capital deduct item

(2) Risk weighted assets = Credit risk weighted assets +
Capital appropriation of market risk X12.5

(3) Capital adequacy ratio = Capital base / Risk weighted
assets

(4) Tier 1 capital as a percentage of risk weighted assets =
Tier 1 capital / Risk weighted assets

(5) Tier 2 capital as a percentage of risk weighted assets =
Tier 2 capital / Risk weighted assets

(6) Tier 3 capital as a percentage of risk weighted assets =
Tier 3 capital / Risk weighted assets

(7) Common stock's equities as a percentage of total assets

= Common stock's equities / Total assets

. Operating Scale

(1) Asset market share = Total assets / Total assets of
financial institutes which can operate deposits / loans
business

(2) Equity market share = Total equities / Total equities of
financial institutes which can operate deposits / loans
business

(3) Deposit market share = Total deposits / Total deposits
of financial institutes which can operate deposits /
loans business

(4) Loan market share = Total loans / Total loans of
financial institutes which can operate deposits / loans

business

Remark : Total liabilities are net of reserves for losses on

guarantees, losses on security trades, losses on

breach of contracts, and accidental loss.
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Resident Supervisor

TN

Supervisor

TN

Supervisor

HERENATAFMAEH

Supervisors' Report for FY 2005.

The Board of Directors have compiled and submitted to us
the Bank's 2005 Business Report, Financial Statements,
Consolidated Financial Statements and statement of
distribution of retained earning which are audited by the CPA
firm of Horwath Chien Hsing, We have completed our
examinations and found them to meet the requirements of
applicable laws and regulations. This report is hereby
prepared in according to Article 219 of the Company Law

and submitted for your approval.

I

i 2i5 i

April 7, 2006

(ETIPN A G E TR AR )

(The content of the report is conformity with the audit report )
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12F, 21 Linshen 2nd Road
Kaohsiung, Taiwan, R.O.C.
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Report of Independent Auditors

The Board of Directors and Shareholders Bank of Kaohsiung Co., Ltd.

‘We have audited the accompanying balance sheets of Bank of Kaohsiung
Co., Ltd. as of December 31, 2005 and 2004, and the related statements of
income, changes in shareholders' equity and cash flows for the years then ended.
These financial statements are the responsibility of the Bank's management.
Our responsibility is to express an opinion on these financial statements based
on our audits.

‘We conducted our audits in accordance with the "Guidelines for Certified
Public Accountants' Examination and Reports on Financial Statements", and
generally accepted auditing standards in the Republic of China. Those standards
require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of the Bank of Kaohsiung Co., Ltd.
as of December 31, 2005 and 2004, and the results of its operations and its cash
flows for the years then ended in conformity with the "Rules Governing the
Preparation of Financial Statements of Public Issued Banks" and generally
accepted accounting principles in the Republic of China.

As stated in Note 3. to the financial statement, Bank of Kaohsiung Co., Ltd.
has adopted Statement of Financial Accounting Standards No. 35 with respect to
the "Accounting principle for impairment of assets" as of 2005. Because of the
adoption of the said accounting principle, the bank's net non-operating assets
decreased by NT$ 152,812 thousand at Dec. 31, 2005, and its net income before
tax for 2005 has decreased by NT$ 152,812 thousand.

We have also audited the consolidated financial statements of Bank of
Kaohsiung as of and for the year ended December 31, 2005, and have expressed

a modified opinion on such financial statements.

HORWATH CHIEN HSING

CPA : Ping-Chang Su <, p,\ma /- (T

CPA : Shu-Man Tsai TSAT - SHU — M AN

Kaohsiung, Taiwan, Republic of China February 27, 2006
(AT SO A B2 bR o s A — 50
(The content of the report is confornity with the audit report )

(P BESCRU AN HEA > T STR S %)

The Chinese version rules if any contradiction in meaning exists between the Chiinese version and English version

Notice to Readers:

The accompanying financial statements are not intended to present the financial position and results of operations and cash flows in accordance with
accounting principles generally accepted in countries and jurisdictions other than the Republic of China. The standards, procedures and practices in
the Republic of China governing the audit of such financial statements may differ from those generally accepted in countries and jurisdictions other
than the Republic of China. Accordingly, the accompanying financial statements and report of independent auditors are not intended for use by those
who are not informed about the accounting principles or auditing standards generally accepted in the Republic of China, and their applications in

practice.
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A Sl?TS 2005.12.31 2004.12.31
ek @il BHT (H: & . b %
A/C No Account Note Amount Amount
1100 BERHWHE 4 $ 11,755,220 7.67 $2,644,113 175
Cash & cash equivalents
110 TRy T RERTTIM 5 7.498.940 4.89 25,276,150 16.66
Due from CBC & banks
130 B ALBREEE 26 12,602,841 822 12,030,140 793
Bills & securities purchased-net
1140 W e 27 904,462 0.59 1,037,951 0.68
Accounts receivable-net
1220 W MG LAEE 2 12,159 460 793 415,102 027
Bills and bonds purchased under resale agreements
13XX EMENGI R B e 28 101,525,402 66.20 103,851,580 68.44
Bills purchased, discounts & loans-net
RN E
Long-term investments
144101 RME L2 SR E $91.844 0.06 $ 100,009 0.07
Equity method
144102 REUARIEZ IR E 1,294,665 0.84 1,294,665 0.85
Cost method
1444 KIEsiy 1,775 460 116 1067271 0.70
Long-term bonds investments
1457 St IHiE 500,211 033 200,380 0.13
Other long-term investments
14XX J:\‘z![,q&'ﬁ{'jﬁ § 29 $3,662,180 239 $2,662,825 175
Long-term ilnvestments
a2 & %
Property & equipment cost
1501 |3 $1,231,286 0.80 $1302310 0.86
Land
1521 TR R 1,153,807 0.75 1,153,807 0.76
Buildings
1531 P i 577432 038 576,228 038
Machinery & equipment
1541 il el E 39,281 0.03 40,706 0.03
Transportation equipment
1551 e Ig it 104,758 0.06 109,770 0.07
Miscellaneous equipment
1553 OSSR 180,456 0.12 179,938 0.12
Leasehold improvement
15X1 Rl $3,287,020 2.14 $3,362,759 222
Total cost
15X2 W BRI E (915,779) (0.60) (876,550) (0.58)
Less : accumulated depreciation
1570 AT LI R e 2,039 0.00 27,409 0.02
Construction in progress & ordering machine parts
XX Il 2 210 $2,373,280 1.54 $2513,618 1.66
18XX 2.11
Other assels $871378 057 $1,306,064 0.86
XXX Zitl
Total assets $153,353,163 100.00 $ 151,737,543 100.00
'

A



BANK OF KAOHSIUNG CO.,.LTD.
BALANCE SHEETS
DECEMBER 31, 2005 and 2004

B # &% ; Unit: NT$ Thousand

BRI G

LIABILITIES & STOCKHOLDERS' EQUITY 20051231 2004.1231
ok CHE IR [iH3 % %4 %
A/C No Account Note Amount Amount
2110 T RTINStk $17,024,083 11.10 $ 18,020,710 11.88
Due to CBC & banks
2140 JE( | 12 3,530,284 230 4316577 2.84
Accounts payable
2105 ME MG LS aE 2 466,765 030 891,826 0.59
Bills and bonds sold under repurchase agreements
2250 TENE 52426 0.03 39,522 0.03
Accounts collected in advance
2300 TEs R b 2k 13 117 818,657 76.83 113,454,525 7477
Deposits & remittances
24XX LT R EME 2400,195 1.57 2278355 1.50
Funds borrowed from CBC and other banks
2370 TEL GrlE S 14 1,220,000 0.80 1,935,000 128
Financial bonds payable
2517 JEARINEAE 2.16 114,227 0.07 89,593 0.05
Pension pabable
28XX & E 2.15 328,739 021 424 456 0.28
Other liabilities
o iﬁiﬂmes $ 142,955,376 93.21 $ 141,450 564 9322
MG
Stockholders' equity
3101 A 17 $5,034,238 328 $5,034,238 331
Capital
3200 BEN $2,542,403 1.66 $2,542,403 1.68
Capital surplus
AR
Retained earnings
3301 PN $2,139.520 140 $2,021,614 133
Legal reserve
3302 Feml Nk 210,065 0.14 210,065 0.14
Special reserve
3310 ERERR 18 471,561 031 478,659 0.32
Unappropriated earnings
) e
o gji{oi:mgm equity $2821,146 1.85 $2,710338 179
3XXX MR (7T
Total stockholders' equity $10,397,787 6.79 $10,286,979 6.78
BERRIERRT
Total liabilities & stockholders' equity $153,353,163 10000 §151,757,543 10000
(AT BHAR 0 /5 @ 1A 5T e 9542 ) 127 L1 AR | BV S IR 3 )

CHEX 2

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27, 2006
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BE{\ 3 & ®{F7C 5 Unit: NT$ Thousand

A1 L
2005.01.01 —2005.12.31 2004.01.01 —2004.12.31
W Al Wik & % & %
A/C No Item Note Amount Amount
BREEA
Operating revenue
4501 FIBIZA 2 $3,230,304 75.52 $3,459,398 8251
Interest income
4516 FHBIA 2 282,136 6.60 334,547 798
Commission & service fees
4531 B s e 2 689,638 16.12 337832 8.06
Gain on trading bills & securities-net
4532 g b A e g g iy 9 13,749 032 24,535 0.59
Gain on equity method investments
4534 VAR e 2 27,7192 0.65 21334 051
Gain on foreign exchange - net
4609 It ki 33,886 0.79 14,695 035
Other operating revenue
400 B ATA $4,277,505 100.00 $4,192341 10000
Total operating revenue
B
Operating expenses
5501 iy =di] $ 1,847,531 43.19 $ 1,602,236 3822
Interest expenses
5516 THEEH 23,295 0.54 21917 052
Commission & service expenses
5535 RIERTE 2 25,707 0.61 224982 537
Provisions expenses
5811 EBEREAERH 1625816 3801 1,763,687 4207
Selling & administrative expenses
5830 L ¥ EE 12,873 030 12,496 030
Other operating expenses
éf@ﬁﬁ $3,535222 82.65 $3,625318 86.48
Operating expenses
6100 G $742.283 17.35 $567,023 1352
Operating income
4999 BN ARG 10,428 024 3251 0.08
Non-operating revenue
BEIBRARER
Non-operating expenses
5921 iRk 3n $152.812 357 5.
Loss on asset impairment
5929 fHEEH 85,896 201 22,136 053
Miscellaneous expenses
9% féj%%g% RIRK $238,708 558 $22,136 053
Non-operating expenses
6300 FEIHE $514,003 12.01 $548,138 13.07
Net income before tax
6400 FER (BE) Fli 220 (123515) (289) (155,115) (3.70)
Income tax expense
6900 AR $390 488 912 $393.023 937
Net income
7000 HEAFRRHGD
Basic earnings per common share (NT$)
TRHVRF 21 $1.02 $1.09
Net income before tax
Bz A $0.78 $0.78

Net income after tax

(TR B0 B A @ LA 5 L 95 012 127 LIACREHRE L 1 B VI R i )

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27,2006
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DF KAOHSIUNG CO.,LTD.
IENTS OF CASH FLOWS

ERMERBE [ E YEARS ENDED DECEMBER 31, 2005 and 2004
B o B % (Tt : Unit: NT$ Thousand
bR Item Nl 1
2005.01.01 —2005.12.31 2004.01.01 —2004.12.31
BREHIHERT Cash flows from operating activities
FIHTF Net (loss) income $390,488 $393,023
BRI Adjustments to reconcile net (loss) income to net cash provided by
operating activities
}ﬁﬁ&{ﬁ&hg‘ H Depreciation & amortization 119,095 306,014
(EEIEE Loss on asset impairment 152,812
{M&ﬁmz 2B Cash dividends by equity method 24514 29.239
AR T RYNHEE 4 Recognized investment gain by equity method (13,749) (24,535)
KINERLEREE Long-term bond investment premium amortization 12,103 5,561
$R 1 R TEE Provisions for credit losses 46,561 243,266
Il £ whdh 2 e Recovered charge-off bad debt 301,407 256,134
o ] A ¢; N IR IEES Loss (gain) on disposal of property and equipment 3,718 1,584
Bt ig s (Fli) 8% Loss (gain) on disposal of other assets 59,140
JEN j,k/l\ if'* 7]L] Decrease (increase) in accounts receivable 132,501 (209,765)
BARTEREE 08I W Decrease (increase) on deferred income tax assets 17,675 147,354
JE o] 2o 7]L] 7;!(/) Increase (decrease) in accounts payable (786,293) 1,864,710
FEIREAS I (D) Increase (decrease) in advance receivable 12,904 (16,267)
Rt Z;‘T@Iﬁj’jﬁ A UEHD Net cash provided by / (used in) operating activities $472,876 $2996,318
bl R I R 1) TS Cash flows from investing activities
i T R R B B 7;!(/1\ Decrease (increase) in bills purchased, discounts & loans $2.000,052 $9.032.967
Te BT BRI T I u!( / (if‘m]u) Decrease (increase) in due from CBC & banks 17,777,210 (5,934,635)
pecd - JESHE Increase in long-term investments (1,022,223) (1273,712)
BALR TR (800w Decrease (increase) in bonds & securities purchased (572,701) 1,059,714
m TUE SRR E (B0 Wb Decrease (increase) in bills and bonds purchased under resale (11,744 358) (415,102)
agreements
M| B R Porceeds from disposal of property, plant & equipment 208 12
eI ‘é b Porceeds from disposal of other assets 117,890 -
Acquisition of property, plant & equipment (36,960) (76,135)
if'* ) Wb Decrease (increase) in other assets 141,447 (31,130)
5@;2( TR EEA (D Net cash provided by / (used in) investing activities $ 6,660,565 $2,361,979
BT Cash flows from financing activities
TT EfE s m () Increase (decrease) in due to CBC & banks ($996,627) ($5,047,645)
HIE [_Ham%ﬁfgifﬁj]u W) Increase (decrease) in bills and bonds sold under repurchase (425,061) 891,826
agreements
Increase (decrease) in deposits & remittances 4,364,132 1,925,790
Increase (decrease) in funds borrowed from CBC & other 121,840 (1,625,518)
banks
SEMEEE (D) Increase (decrease) in financial bonds payable (715,000) (1,115,000)
i EEE (D) Increase (decrease) in other liabilities (91,938) (48.431)
kel Cash dividends (251,712) (228,830)
HE: M5 Directors & Supervisors' remunerations (5,593) (5,085)
HLEF] Employees' bonus (22,375) (20,340)
MEILH 2 R ERA (G Net cash (used in) / provided by financing activities $ 1,977,666 ($5,273.233)
RINH G R E@ i (30) # Net increase (decrease) in cash & cash equivalents $9,111,107 $ 85,064
THEIIR & R B B ah e Balance of cash & cash equivalents at the beginning of year 2,644,113 2,559,049
TR R R s Balance of cash & cash equivalents at the end of year $ 11,755,220 $2,644,113
WEHRTER A Supplementary disclosures of cash flow information
FWEAFIE (A4BELFIE)  Interest paid during the period excluding interest capitalized $ 1,804,013 $ 1,683,266
RN rER Income tax paid during the period $ 75,505 $27.281
AYBY LG E R EIEE)  Investment and financing activities that do not affect cash flow
6] B T TG Fixed assets transferred to other assets $71,024 $-

(AT RARR 00 B A @ LA 6 5 L 95 952 J 27 LAY 1 B VI R i )

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27, 2006.

Ry s

= IR 1T

oo

P15

gk L MO ¢ T

56



57

B ¥5 11 S

A o
Item Common Stock

Capital Reserve

93.1.1 g
Balance, January 1, 2004
BB R AR
Appropriation & distribution of earnings
RIVER B
Provision for legal reserve
U SVN
Provision for special reserve
BN
Cash dividends
W R
Stock dividends
it
Directors & Supervisors' remunerations
FLLHCR]
Employees' bonus
iz
Net income for 2004
RBINRIK ERATHER
Unrealized loss on costs of pension funds
93.12.31 gh s
Balance, December 31, 2004
BRI
Appropriation & distribution of earnings
RIVER B
Provision for legal reserve
BN
Cash dividends
it
Directors & Supervisors' remunerations
FLEF
Employees' bonus
TRRA i
Net income for 2005
94.12.31 i
Balance, December 31, 2005

$4.576,580

457,658

$3,000,061

(457,658)

$5,034,238

$2,542,403

$5,034238

$2,542,403

CHTEBIR B 0 5 AT AT B 95 020 127 L ACRHRE L 1 B M R B

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27, 2006.
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BANK OF KAOHSIUNG CO.LTD.
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2005 and 2004

BA{\ : B & %45 5 Unit: NT$ Thousand

(REARER
Retained Eamings

FENH Rl R

Legal Reserve Special Reserve

KRB

Unappropriated Earnings

RBTIRKERATHAR

Unrealized Loss on Costs of Pension Fund

$ 1,868,057 $ 191,656

153,557

— 18,409

$511,857

(153,557)

(18.409)

(228,830)

(5,085)

(20.340)

393,023

($ 18,409

18,409

$2021614 $210,065

117,906 -

$478.659

(117,906)

(251,712)

(5,593)

(22,375)

390,488

$2,139,520 $210,065

$471,561

QiR R ﬁ]ﬁg
i
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BANK OF KAOHSIUNG CO., LTD.
Notes to Financial Statements
December 31, 2005 and 2004
(Expressed in New Taiwan Thousand Dollars Unless Stated
Otherwise)
1. HISTORY AND ORGANIZATION

(1) Bank of Kaohsiung Co., Ltd. is a commercial bank
formed and registered in accordance with the
provisions of the Banking Law of the Republic of
China. The Bank obtained its registration approval in
December 1981 and the Certificate of Business
Registration in January the following year. The Bank's
main business activities are as follows :

(A) Agent for the Kaohsiung City Treasury.

(B) Management of Kaohsiung Municipal Bond.

(C) Other relevant commercial bank businesses authorized
under the Banking Law.

(D) Savings and trust operations.

(E) Other relevant businesses authorized by the Central
Competent Authority.

The Bank operates with four departments under
the Head Office namely, Business, Municipal Treasury,
International Banking and Trust departments with an
additional of 35 local branches and mini- branches and
an Offshore Banking Unit (OBU).

Taiwan Stock Exchange Corporation (TSE)
approved the Bank' application to seek listing on the
Taiwan Stock Exchange and issued the approval
document (Tai Jeng (87) Shan No. 11281) on April 27,
1998. The Bank was officially listed on the Taiwan
Stock Exchange on May 18, 1998.

The proposal for the privatization of the Bank was
approved upon assessment by the Task Force for the
Privatization of Public-Owned Enterprises in its 16th
Meeting and the proposal was executed on August 3,
1999 in accordance with approval document
(Kaohsiung City Government Tsai 3 No. 23963). The
Bank signed the relevant Underwriting Agreement
with securities brokers after obtaining the letter of
authorization from the Kaohsiung City Government to
release its shares on September 6, 1999 and publicly
solicit buyers for them. The offering of the Bank's
shares to the public as part of the privatization policy
of government-owned banks came into effect on
August 17, 1999 upon approval by the Securities and
Futures Commission of the Ministry of Finance. The
Bank was officially reorganized as a private enterprise
on September 27, 1999.

(2) The Bank employs a total of 848 employees
(exclusive 28 part-times) as of December 31, 2005 and
860 employees (exclusive 34 part-times) as of
December 31, 2004.
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2.SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES
The accompanying financial statements are prepared

in accordance with the "Rules Governing the Preparation
of Financial Statements of Published Issued Banks" and
generally accepted accounting principles in the Republic
of China. A summary of significant accounting policies of
the Bank is as follows :
(1) Basis of Financial Statements:

The accompanying financial statements include
the accounts of the head office, the OBU and all
branches and representative offices. All inter-office
balances and transactions have been eliminated.

(2) Foreign Currency Transactions:

Transactions of the Bank denominated in
currencies other than the functional currency of
location of the transacting individual operating unit
(the "foreign currency") are recorded in their
respective functional currencies at the exchange rates
prevailing on the transaction date. Income and expense
items are translated into New Taiwan Dollars at the
rates of exchange prevailing on dates when the
transactions occur. The balances of the foreign
currency-denominated assets and liabilities (other than
those arising from forward exchange contracts) are
adjusted at the end of every month to reflect the
prevailing month-end exchange rate with the related
exchange gains or losses included in income.

(3) Bills and Securities Purchased

Securities purchased, including marketable
securities (exclude cash equivalents) such as government
bond, short-term bills, financial bond, listed (OTC)
stocks and beneficiary certificates are stated at cost and
the total value of these securities are revalued using the
lower of cost and market value method at the end of
the accounting period. Costs of securities sold are
determined using the specific identification method
except stocks, beneficiary certificates and bonds,
which are determined using the weighted-average
method.

(4) Repo Trade of Bonds, Notes and Bills
The RP or RS trade of bonds, notes and bills is
handled in accordance with the financing method and
recorded as the investment for RS trade and debt for
RP trade in the account.

(5) Bills Purchased, Discounts and Loans, Recognition of
Revenue and Provision for Credit Loss
A. Bills Purchased, Discounts and Loans
Bills purchased, discounts and loans are stated at
the issued principal amount. Unearned revenue is
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not recorded and interest income is accounted for on

the accrual basis.

Accrual for interest receivable on bills
purchased, discounts and loans shall be terminated
immediately in any of the following event:

(1) The Governing Authority is of the opinion that it
is highly likely that the principal or interest will
not be repaid in accordance with the contracted
terms.

(2) 6 months have lapsed since the repayment due
date.

Interests during the period where no accruals are
being made are recognized as income upon
receiving cash.

B. Provision for Credit Loss and Bad Debts Write-Offs

The Bank makes provision for credit loss
based on evaluation of specific identified risk and
general risk of collectibility over bills purchased,
discounts and loans .

Risk for uncollectable credit are evaluated
internally based on the Bank's policy with an
evaluation on the likelihood of debts falling
overdue.

The inherent risks of the overall credit portfolios
are evaluated based on past experience.

Credits of which the principal and interest
repayments are 180 days overdue or are deemed
uncollectable upon assessment by the management
may be written off subject to prior approval.

(6) Long-Term Investments
A. Long-Term Stock Investments

Long-term investments are stated at the lower
of cost or market value for listed companies and at
cost for unlisted companies if the Bank owns less
than 20% of the voting rights of the investee and
has no significant influence on the investee's
operational decisions. Unrealized loss resulting
from the decline in market value of listed investees
is deducted from stockholders' equity. However,
when it becomes evidently clear that there has been
a permanent impairment in value of investments in
unlisted investees and the change of recovery is
minimal, such loss is recognized in the current
year's net income.

Long-term investments are accounted for using
the equity method: (1) If the Bank owns at least
20% of the voting rights of the investee companies
or; (2) If the Bank owns less than 20% of the
investee companies but has significant influence
over the investee companies’ operational decisions.
The excess of the acquisition cost over the investee

companies net asset value is amortized over five
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years and is recognized as gain / loss on investments.
Gain or loss on long-term investments of mutual
holding is accounted by using the Treasury Stock
Method.

The recognition of an investee's loss which is
likely to lead the book balance of the long-term
investment to be negative should lead such book
balance to be no less than zero, provided that if the
company has granted any financial commitment to
the investee or the investee's loss is identified as
short-term loss, the loss in investment should be
recognized subject to the shareholding percentage,
and the credit to the book value of the investment in
the investee, if any, should be transferred to the
investee's other investment or liability.

Upon acquisition of any stock dividends, only
increased shares should be noted and the cost per
share should be re-calculated. For sale or transfer
of shares, the cost and profit/loss should be
calculated according to the weighted averages
method.

Any unrealized profit/loss gained from the
trades between the company and investee valued by
the equity method should be deferred and then
recognized in the year of realization. Where the
profit / loss arises due to depreciation or amortization,
they should be recognized year by year according to
their profit life.

B. Long-Term Bond Investments
Bond investments are valued at the cost and
the bond discount and premium is amortized
throughout the residual period on average and is
booked as an adjustment to "interest income". Bond
cost is calculated by weighted averages method on
the due date or at the time of sale.

(7) Property, Plant and Equipment

Property, plant and equipment are booked at the
cost at the time of construction or acquisition. The
expenditures for substantial improvement and
betterment will be capitalized and booked as fixed
assets. The expenditure for general repair and
maintenance will be booked as expense.

For the accumulated depreciation of property,
plant and equipment, except if rental improvement is
depreciated in five years or the rental period, whichever
is shorter, and the rest is depreciated at the cost with
one-year residual value reserved and calculated in
accordance with the useful years stipulated by Income
Tax Law and the Straight Line Method. If the assets
remain in use at the end of the estimated useful years,
they are to be depreciated in accordance with the
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estimated residual useful years and the book value. If
the assets are not remaining in use, they are to be
valued in accordance with the net cash value or book
value, whichever is lower, and transferred to the proper
account thereafter. Upon the disposition of property,
plant and equipment, the book value and accumulated
depreciation accounts are to be posted and transferred
accordingly. The gain / loss from the sales of property,
plant and equipment is to be booked in the Income
Statement of the year.
(8) Pension Plan

Since 1998, the Bank has set up a defined pension
plan covering all regular employees pursuant to the
provisions of the Statement of Financial Accounting
Standards No. 18 "Accounting for Pensions".

As part of its privatization on September 27,
1999, the Bank made full payment of its entire pension
obligations to all employees (including retired,
terminated and retained) based on their service years
pursuant to the relevant regulations. The portion of the
payments made pertaining to unfunded pension
obligations and compensation payments were deferred
and amortized over five years starting October 1, 1999
in accordance with the directive of the MOF. Retained
employees' service years will start afresh and the
regulations governing the pension plan prescribed by
the Labor Standards Law will apply. The Bank
computes the net pension cost based on an actuarial
valuation.

The retirement pension confirmed to be
contributed pursuant to the rules of retirement should
be recognized as the current period expenses in the
duration of the employee's service.

(9) Reserve for Guarantees Responsibility

The reserve for guarantees responsibility is
determined based on the balance of guarantees
receivable expected payments due to letters of credit
and acceptances at the end of the accounting period
and the likelihood of these payments becomes bad
debts.

(10)Reserve for Loss

According to the Regulations Governing
Securities Firms, for a securities firm trading securities
for its own account, if the profit for trading securities
exceeds the amount of loss, it shall allocate 10% of the
portion in excess on a monthly basis as the trading loss
reserve, and offset the amount in the month in which
the net loss of the trading securities for its own account
takes place, provided that where the accumulated
allocation amounts up to NT$ 200 million, it is not
necessary to continue the allocation.

(11)Recognition of Interest Income and Service Fees

Interest revenue on loans is recorded at accrual
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basis. No interest revenue is accrued on loans and
other credits extended by the Bank classified as
overdue loans commencing from the date of such
classification. The interest revenue on those loans is
recognized only upon collection.

Pursuant to the Regulations of MOF, interest on
loans or credits extended by the Bank to borrowers
for the purpose of overcoming financial difficulties
and where loan extension agreements have been
signed shall be classified as deferred income
(classified as "Other Liabilities") from the date of
recognition provided that both parties agree to the
recording of such interest. The interest revenue on
those loans is recognized only upon collection.

Service fees are recorded as income when
received or when the services are rendered.

(12) Income Tax

According to FAS No. 22, "Accounting for
Income Tax," tax is provided based on accounting
income after adjusting for permanent differences and
inter-and intra-period allocations. The income tax
effect of taxable temporary differences was recorded
as a deferred income tax liability; losses available for
carry forward and income tax credits were recorded
as deferred income tax assets, for which a valuation
allowance is provided for deferred tax assets that are
not certain to be realized. Deferred income tax assets
or liabilities are further classified into current or
non-current items on the basis of the nature of the
accounts or the length of the period before the items
are realized.

Overestimate or underestimate provision of
previous year's income tax liabilities is included in
current year's income tax as adjustment.

According to FAS No. 12, "Accounting for
income tax credits", the Bank's income tax credits
generated from the acquisition of eligible equipment
or technology, expenses for research and development
and losses carried forward are recognized in the
period when the tax credits arise.

Subsequent to the introduction of the imputation
tax system on July 1, 1998, an additional 10%
corporate income tax on earnings, which are not
distributed in the following year, is included as
income tax expense in the year when the stockholders
resolved to retain the earnings.

(13) Foreign Exchange Forwards
Assets or liabilities resulting from foreign
exchange forward contracts for trading purposes are
recorded at their contracted forward rates. The gains
or losses, computed by multiplying the foreign
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currency amounts of the contracts and the differences
between the contracted forward rates and the spot
rates at maturity, are credited or charged to the
current period's income. The gains or losses of
outstanding forward contracts, computed by
multiplying the foreign currency amounts of the
contracts of the open contracts and the differences
between contracted forward rates and the prevailing
forward rates (for the remaining term of the
contracts), are credited or charged to the current

period's income.

(14) Foreign Currency Swaps

In relation to foreign currency swap contracts
entered into for the Bank's fund requirements in
different types of foreign currencies, amounts
exchanged at the inception of the swaps are recorded
at their spot rates and amounts to be exchanged at the
settlement dates are recorded using the forward rates.
Gains or losses arising from the differences between
spot rates and contracted rates are amortized using the
straight-line method over the term of the contract and
are credited or charged to interest income or expense.

(15) Asset Swaps

The underlying securities of assets swap
transactions entered into for hedging purposes are
specific bonds. The contracts involve the exchanging
of interest payments on fixed-rate bonds and the price
spread upon redemption with interest payments based
on a floating rate. The Bank makes adjustments for
the gains or losses arising from the differences
between these rates against interest income on the
bonds on the contracted settlement date or balance
sheet dates.

(16) Options

Premiums received for foreign exchange options
written for trading or balancing purposes are
accounted for as liabilities, while premiums paid for
options bought are accounted for as assets.
Unrealized gains and losses arising from adjustments
to the premiums of outstanding option contracts
against the market value at the balance sheet dates are
included in the current period's income. Gains or
losses arising from performing the contracts are
credited or charged to income in the period in which
the contract is performed.

Premiums received for foreign exchange option
contracts written for hedging purposes are accounted
for as liabilities while premiums paid for options
bought are account for as assets. Gains or losses
arising from performing the contracts are credited or

charged to income or the purchase price.
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A4S R#JEIR4 CASH & CASH EQUIVALENTS

(17) Asset Impairment

Where some environmental change or incident
reflects that the recoverable amount for the assets
owned by the company is less than their book value,
the company should recognize the impairment loss.
The recoverable amount means the higher of the net
fair value or value in use of an asset. The net fair
value means the collectable net amount upon disposal
of an item of assets in a fair transaction, and the value
in use means the discounted cash flow estimated to be
produced by an asset in its life circle.

When the loss of assets recognized in the
previous year doesn't exist any longer, such loss may
be reversed insofar as it does not exceed the amount
of loss provided in the previous year. The recognized
loss of goodwill should not be reversed.

3.REASONS AND IMPACTS OF ACCOUNTING
PRINCIPLE CHANGES
As stated in Note 2.(17) to the financial statement, the
company has adopted Statement of Financial Accounting
Standards No. 35 with respect to the "Accounting
Principle for Impairment of Assets" as of Dec. 31, 2005.
Because of the adoption of the said accounting principle,
the bank's net non-operating assets decreased by NT$
152,812 thousand on Dec. 31, 2005, and its net income
before tax for 2005 has decreased by NT$ 152,812
thousand.

¥ o0 Item 2005.12.31 2004.12.31

EERS Cash on hand $999.470 $ 1,048,820

[ T 48 Cash on hand-Foreign currency 106,267 108,111

BATHERE Certificates of deposits 9,300,000 1,100,000

FFA i 4 Checks for clearance 1,349 483 387,182

5 s Total $ 11,755,220 $2,644,113

5.1F N J1T R #R17[A]Z% DUE FROM THE CENTRAL BANK & BANKS
¥ o0 Item 2005.1231 2004.12.31

TEfdT Due from CBC $1,362957 $ 15570272
T T —TE 3k ¥ & Reserve for deposits-Type B 2,832,441 2775318
BITEREEEHRESR  Inter-Bank fund cleaning account 139,228 136,803
TERURITH Due from banks 514314 697,848
RO TR % Lend to banks 2,650,000 6,095,909
5 i Total $ 7,498,940 $25,276,150

= IR 1T



B ¥5 11 S

A FURERT TR S R SR T B R b A %
EIE LTI BREH - VOB E B R ARG T B
RERAT ZF AR HE 5 o BERBEO4FI2Z A3 H
93 F12 A31 H A7 HURAT ZA7 3 8 i 5 — L F o
WIFS2.832.44 11T 5T ;2,775 318 7T » IRMIE IR
TR 2 R - NSEA -

The reserve for deposits, as required by the Banking
Law and the Central Bank Law, is calculated by applying the
statutory rates to the average monthly balances of the various
types of deposit accounts. The balance of the Bank's Reserve
for Deposits- Type B as of December 31, 2005 and 2004
were NT$ 2,832,441 thousand and NT$ 2,775,318 thousand
respectively. By law, the Bank is not permitted to utilize the
reserve unless at the time when the balance of the reserve is
adjusted.

6.5 AR R ESR — 5% BILLS & SECURITIES PURCHASED-NET
| Item 2005.12.31 2004.12.31
&% Bonds $11,010,100 $9,959,131
1R (A8) ALY Securities purchased 506,522 487,181
2EE Funds 1,056,412 1,159,367
[EX Commercial papers 29,307 29,826
73 Treasury bonds — 394,635
o Total $ 12,602,841 $ 12,030,140
T RIEREEE Less : allowance for decline in market value — —
o Net $ 12,602,841 $12,030,140

(WAEI4FI12 A31 H K3 FI2A31 Hik » B AFEZRhHe Sb & (0142 B) 1 #6771l £407.560 {1 7T 780,900 1F

IT ©

As of Dec. 31,2005 and Dec. 31, 2004, the par value of purchased notes and bills under repurchase agreements was
NTS$ 407,560 thousand and NT$ 780,900 thousand respectively.

QB A TSR SR R R AR B R Z IR Atk 23, -

Please refer to Note 23 for the guarantee of the various businesses by purchased notes and securities.

7 JEIGRIAE%E ACCOUNTS RECEIVABLE-NET

H o0 Item 2005.12.31 2004.12.31
I W iRax Accounts receivable $ 153,307 $147.935
I L Wi Income receivable 229,908 185,710
JE W &G %k Acceptances receivable 217,657 368,710
TEUFIE Interest receivable 239,128 275,570
R gy S 0 Forward exchange contract receivable 5,607 7,964
JE USRI T Income tax refundable 55,619 30,293
HAth g Other receivable 11,047 28,592
N FH Sub-total $912,273 $1,044,774
W i T SRR Less : provision for credit loss (7.811) (6,823)
BRHAIRE  Net $ 904,462 $1,037951




8. EMERLIR X A #X1F%E BILLS PURCHASED, DISCOUNTS & LOANS -NET

H O[O Item 2005.12.31 2004.12.31
B RGBT Bills purchased & discounts $31,097 $73830
PG RE T Short-term loan & overdrafts 35,219,478 32,853913
EIER g KB Short-term secured loan & overdrafts 5,894,249 4,838,713
AR peiry e Medium-term loans 6,376,527 11,131,710
R Medium-term secured loans 7,110,949 6,205,103
Eiber Long-term loans 17,284,059 21,099,129
T IER G Long-term secured loans 28,950,657 26,801,347
W% Overdue loans 1,576,308 1676544
Ak Short-term advances 36,613 39,326
R Subtotal $102479937 $ 104,653,615
IR RR Less : provision for credit loss (934,535) (802,035)
3 4 Net $ 101,525,402 $ 103,851,580

A BRI B GRARBHE S R -

Bills Purchased, Discounts & Loans were Made Out to the Following Parties

il Item 2005.12.31 2004.12.31
R e & Loan & advances-domestic
R Private enterprises $ 35,049,160 $30,936,706
N Government-owned enterprises 5,199,547 4,957,208
Didiagit] Government organizations 23,965,335 33,098,709
S8 Fllles] A Not-for-profit organizations 493814 13,833
oA Individuals 35,851,052 33,926,557
Koot Other 36,613 39,325
Mmoo E# Sub-total $ 100,595,521 $ 102,972,338
WHG R B Loan & advance-overseas
G il pehE Financial institutions $723,906 $—
JE G EER A Non-financial institutions 1,160,510 1681277
b E Sub-total $1,.884416 $1,681277
o F Total $ 102,479,937 $ 104,653,615

15 1 SR FE IR S Z GRS Bk 1294 12

The Bank has not accrued any interest on overdue loans

and advances, which amounted to NT$ 1,612,921 thousand

A31HR93E12 A31 H 440 4 1,612,921
{F7T B 1,715,8704F 5T » REHERZ ERCFIE 72
94.1.1~94.12.31 | }493.1.1~932.12.31 || 53 71| 5

59 213 T3¢ % 66 373 {F 71 o

and NT$ 1,715,870 thousand as of December 31, 2005 and
2004, respectively. The unrecognized interest revenue on the
above loans amounted to NT$ 59,213 thousand and NT$
66,373 thousand for years ended December 31, 2005 and
2004, respectively.

= IR 1T



B. i # R Provision for Credit Loss

B ¥5 11 S

2005.01.01-2005.12.31

T R I Al JR B

ZREEE G EERRE

P
Risks of non-collectibility of ~ Inherent risk of the overall At
specific loans loan portfolio Total
W19 e $758,222 $ 50,636 $ 808,858
Balance, January 1,2005
U] (M) RIREN (62.359) 88,566 25,707
Provisions (reversal )
iR SO S B A R B (173,676) — (173,676)
Written-offs
Helal Cfih 2 B ERGBL R AR 4 301,407 - 301,407
Recovery of written-off credit
W — 50 50
Exchange rate differences
5 B $ 823,094 $ 139,252 $ 962,346
Balance, December 31, 2005
2004.01.01-2004.12.31
EER LRl B 2REEE G CEERR o
Risks of non-collectibility of  Inherent risk of the overall s
specific loans loan portfolio Total
W19 e $ 842,382 $62.636 $905018
Balance, January 1, 2004
A RiEE 236,066 (11,854) 224212
Provisions
88 T U B B e (576,360) — (576,360)
Written-offs
Helal Cfih 2 B ERGBL R AR 4 256,134 - 256,134
Recovery of written-off credit
E - (146) (146)
Exchange rate differences
5K B4 $758,222 $50,636 $ 808,858

Balance, December 31, 2004




9. FHA#¥%E LONG-TERM INVESTMENTS

2005.12.31

HRARFLHE
Name

BT 8
Shareholding
(Thousand Shares)

W& 100 4
Book Value

f i LL
Shareholding
(%)

() REOIBES A - hTHE

Equity Method

RIRAY RE AR 27

Kaohsiung Bank Insurance Agency Co.,Ltd.

R DR LA () 22 7

Kaohsiung Bank General Insurance Agency Co.,Ltd.

Bl SR AR 2 R U4 RS R BiEE (R 27
Sunrise Asset Management Co..Ltd.

b

Sub-total

(Z) REIBRES A -k kil E

Cost Method

B AL AHE AR 12 F)

Taipei Forex Inc.

ZEBERHR 25

Taiwan Futures Exchange Corporation

1 # S SR 2R

Taiwan Finance Corporation

[ SRy A A OR) 2 RO R S AR R 2 R
Waterland Securities Co.,Ltd.

B R A F)

Taiwan Asset Management Corporation
oS T AR 47

Taiwan Financial Asset Service Corporation

A HBER) A7)

Kaohsiung Rapid Transit Corporation

i G EAR) A F)

Financial Information Service Co.,Ltd.

B E S S R ER (R A

Debt Instruments Depository and Clearing Co. Taiwan
boE

Sub-total

(Z) RUMEHHRT

Long-term bonds investments
G

Corporate bonds

HAt R8T

Other long-term investments

2 &

Beneficiary certificates

B E RS (R 2 R Rk
Taiwan High Speed Rail Corporation —Preferred stocks
hoE#

Sub-total

ey EdGg i

Total long-term investments

300

500

6,000

700

600

51,616

50,000

10,000

5,000

5,000

4,550

2,000

21,600

$21517

6873

63454

$91,844

$ 7,000

6,000

516,165

500,000

100,000

50,000

50,000

45,500

20,000

$ 1,294,665

$ 1,775,460

$299,331

$200,880

$500,211

$3,662,180

100.00%

100.00%

20.00%

3.53%

0.30%

10.00%

4.93%

0.57%

2.94%

0.50%

1.14%

1.00%

0.39%

= IR 1T
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2004.12.31

HRARFLE
Name

BT
Shareholding
(Thousand Shares)

W& 100 4
Book Value

i e LLB
Shareholding
(%)

() RMIBMES T - MR & E
Equity Method
ARAS AR A F
Kaohsiung Bank Insurance Agency Co.,Ltd.
AR R AR A 5]

Kaohsiung Bank General Insurance Agency Co.,Ltd.

B SR ARG 28
Wateland Asset Management Co.,Ltd.
b
Sub-total
() R MIBMER 2 — Wi kit
Cost Method
B A IHE AR A )
Taipei Forex Inc.
2 EMET W 25
Taiwan Futures Exchange Corporation
1 # S SR 2R

Taiwan Finance Corporation

[ Ty A IR 2 AN B St (v i AR 22 3D

Waterland Securities Co.,Ltd.
BEMEAEEHER 4F

Taiwan Asset Management Corporation

B 1 il A i R R A F)

Taiwan Financial Asset Service Corporation
FEEER AT

Kaohsiung Rapid Transit Corporation

i 2 AR A F)

Financial Information Service Co.,Ltd.

i 8 S5 5 TR BR RO 10 A

Debt Instruments Depository and Clearing Co. Taiwan

b
Sub-total
(Z) RUMEHHRT
Long-term bonds investments
G
Corporate bonds
() Hftsiss

Other long-term investments

gttt O A R A v

Taiwan High Speed Rail Corporation —Preferred stocks

FHARH

Total long-term investments

300

300

6,000

700

600

51,616

50,000

10,000

5,000

5,000

4,550

2,000

21,600

$30,469

3,586

65,954

$ 100,009

$ 7,000

6,000

516,165

500,000

100,000

50,000

50,000

45,500

20,000

$ 1,294,665

$1,067.271

$200,880

$2,662.825

100.00%

60.00%

20.00%

3.53%

0.30%

10.00%

4.93%

0.57%

2.94%

0.50%

1.14%

1.00%

0.46%



(D BRAE BRI 2 R R E B H AT -

Long-term stock investments accounted for under the equity method and investment gains (losses)

2005.12.31

Uil M KRR 7 RAD R
Item Long-term stock investments Investment gains (losses)
RSt il A% 3T 2 [ Bl % e ¢ $84.971 $13,062
Based on audited financial statements for the same period
PR ACE AN A WA Z I Bl L GE) 6.873 687
Based on unaudited financial statements for the same period (note)
o R $91,844 $13,749
Total
2004.12.31
Uil M KRR 7 RAD R
Item Long-term stock investments Investment gains (losses)
YRS 3t Al AR 2850 2 [ el 5 A ¢ $96423 $24.027
Based on audited financial statements for the same period
PR ACE AN A WA Z I Bl L GE) 3,586 508
Based on unaudited financial statements for the same period (note)
N $ 100,009 $ 24,535
Total
GH : FlieEE A E o R R B R As the aggregate par value of the outstanding capital
T A ]y Bt A e 2 . stock of the aforementioned investee companies, Kaohsiung
A 23 B2 3 AR ES (T8 7T HLE 5 Bank General Insurance Agency Co., Ltd. was less than NT$
FHAR TS (T8 o1 » JFR B AL G158 2k 30 million and the operating revenue was less than NT$ 50

million or less than 10% of the total operating revenues of

A10% » ELIF F5#hd ] A ol Erat i &

B related investment gains (losses) were calculated based on

2K o
515

the Bank, the carrying amount of the investments and the

unaudited financial statements.

O ERTIF B a S MR 226 E0R T E O Bty RATHR SRR & B i filE - AL R H%4
TR B PETHIRE ) 2 % B L8 RN AR B4 & OF ik -

According to Statement of Financial Accounting Standards No. 7 with respect to "consolidated financial
statement and the requirements specified in the letter of Financial Supervisory Commission, Executive Yuan, the
company has included its investees which possess controlling power into its consolidated financial statement for

2005 as of Dec. 31, 2005.

= IR 1T



: B7 #5511 S50

10.[5 % & #1558 PROPERTY & EQUIPMENT-NET
(D) RE94 12 H31 H &l e & IR -

Dec.31, 2005
Uil i S FatirE RATwER A
Item Cost Accumulated Depreciation Book Value
T Land $ 1,231,286 $ — $ 1,231,286
FEE i Buildings 1,153,807 239,392 914415
0 Machinery equipment 577432 429,534 147,898
5 R 2 Transportation equipment 39,281 30818 8,463
I 2l Miscellaneous equipment 104,758 81,252 23,506
HEHINER Leasehold improvement 180.456 134,783 45,673
K5 TRRGT M 2039 - 208
Construction in progress & ordering machine parts
o Total $ 3,289,059 $915,779 $ 2,373,280
(2) }IE93 512 H31 H [l % & rE W an
Dec.31, 2004
Uil i S FatirE KA wER A
Item Cost Accumulated Depreciation Book Value
T Land $ 1,302,310 $ — $ 1,302,310
ERE RS Buildings 1,153,807 218,326 934981
0 Machinery equipment 576,228 438,871 137,357
M BRI 2L Transportation equipment 40,706 30,064 10,042
I 2l Miscellaneous equipment 109,770 82,144 27,626
HEMEGUR Leasehold improvement 179,938 106,045 73,893
e TH Jea T RE B 27,409 - 27409
Construction in progress & ordering machine parts
& # Total $3.390,168 $ 876,550 $2513,618

(3) KB4 12 31 H 93 512 31 HIE E & &
PR R B £51.397 3941T JT 501,363,069
It o

@ #EEREO4 F12 F31 H 1k » AN R E T & 7E
RE B -

(5) # R REO4 F12 F31 H 1k » AR T & 7

(3) Insurance coverage for the Bank's fixed assets as of
December 31, 2005 and 2004 were NT$ 1,397,394
thousand and NT$ 1,363,069 thousand, respectively.

(4) The Bank's fixed assets have not been appraised as of
December 31, 2005.

(5) No collateral has been assumed on the Bank's fixed assets

REEBEIELR -

as of December 31, 2005.



11. Hfth & Z OTHER ASSETS

¥ o0 Item 2005.12.31 2004.12.31
REEN Deferred expenses $41,557 $51,737
T E & Refundable deposits 66,955 153,670
JEE A Non-operating assets 845873 951,703
- Bt Accumulated loss on impairment (152,812 —
RETHEHE Deferred income tax assets 32,636 50,311
ETH Income tax prepaid — 25325
oo Other 37,169 73318
4 Total $871378 $ 1,306,064

W HBRALFFHIE 2 L AW - ZEbT2E20.

(2) IR 28 FEO4 T I AEL A [m] W< B R 2 411
IARIAK152.812F 7T (IRAIE 3418 1HIH
) BEEAFEI2 H31 H ok - RENEIBREHL

152 8124F7F o

12. &+ £ I6 PAYABLES

(1)Refer to Note 20 for descriptions of deferred income tax

assets.

(2) According to their recoverable amount, the loss of the

non-operating assets was assessed and recognized as NT$
152,812 thousand (recorded under the loss of non-
operating expenses). Until Dec. 31, 2005, the loss has

totaled NT$ 152,812 thousand.

| Item 2005.12.31 2004.12.31
JEAT T Collections for customers $86,331 $93,966
JE T BH Accrued expenses 141,949 138,939
[E{T RS Income tax payable 36,140 5805
TEfTFIIS Interest payable 417,556 374,038
R4 Y Acceptance bills 219,513 370,231
AL Hd g Checks for clearance 1,349.483 387,182
1T S 70 Forward remittances payable 9,672 49322
JEfTEZER ~ (TR Value-added business taxes & stamp tax payable 15433 15,964
AT RSO B o R Public housing loans payable — 1,580,000
TERH R0 ~ B - 2RI BNR 47 7% Payroll transfers payable L0502 953072
ot AT 2 Other payables 207,998 348,058
P Total $3,530,284 $4316,577

FEFTERIB R 22 & » 2EFff3420. - Refer to Note 20 for detailed calculations on income tax payable.

1375k J% [l £k DEPOSITS AND REMITTANCES

A0 Ttem 2005.1231 20041231

¢ LAk Checking deposits $ 2,105,090 $1,135962
NETEER Treasury deposits 12,909,519 10,150,558
R Demand deposits 10,861,629 10,581,410
EHEE Demand savings deposits 32,406,358 30,935,312
T Time deposits 16,358,607 15255272
TN BT Time savings deposits 42,645,238 44929233
N EEE IR Negotiable certificate of deposit 529,100 463,600
R 5 B e B (1 R Remittances & drafts issued 3,116 3,178
O Total $ 117818657 $ 113,454,525

= I IR
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14.FEf} 4:Fl{E % FINANCIAL BONDS PAYABLE

JH [ Item ZE{THHE]/ FI|#8 Term / Interest rate 2005.12.31 2004.12.31
W0E[ES S -KERES 2001.11.26-2006.11.26 $420,000 $ 735,000
First Bond, First Issue 2001 3%

Q0 EFH M — okl S RlE S 2002.08.19-2007.08.19 800,000 1,200,000
Subordinate Bond, First Issue 2001 3.43%
5 it $ 1,220,000 $ 1,935,000
Total
15. 2 &{& OTHER LIABILITIES
[ Item 2005.12.31 2004.12.31
{20 BT v Reserve for losses on guarantees $19014 $19014
Bk Reserve for accidental loss 19,800 23,579
%;E ABGR & G RARRGR Appropriated loan funds 263,050 359,345
TEA RS & Guarantee deposit received 26,849 22,502
K Other 26 16
o Total $328,739 $ 424,456

b IE A A OGRS & B Gk AR A & 7] Bl rp

NEERRESEMENZES - TERSH
W Z A G R ITH B S S R B S

HFERHE RHERE G MHBFEEEG X
AT LIMFREEERE S -

IE)
B
=T

Appropriated loan funds mentioned above refer to the
various special syndicated loans organized by the Bank,
Small and Medium Enterprise Development Fund, the
National Youth Commission of the Executive Yuan and the
Development Fund of the Executive Yuan. The collected
funds entrusted to the Bank from the respective committees
to fund special project loans.

16. 8 TRk ¥ a#{E4 EMPLOYEE PENSION PLAN & COMPENSATION PAYMENTS
(—) 8 TRk 43 f#{& 4 Employee Pension Plan and Compensation Payments

RLFIER88F A27 Hse i RE L » KIBL

Ea(HH A B EE R EGH

A R IR g BE R 2 ZERRAY £51,109,358 T I »

o1 DU R A
A2 EE R B TiHEEE S

o

N

G 5 A 74
FE B BT

il

4

MR RS RE RG] 2 HE -
~ P i i R TR A B IR A BD 91,635,996 T 7T » HE IR ZE C R £ I
RIS BRI » A% Bl %

et B TR K S i e

THHH H88410 H1 H

TR TR - WOE ]S B AR IR S AR ALE

The Bank was privatized on September 27, 1999. Pursuant to the standard governing the privatization of

government-owned enterprises, pension and compensation payments paid to employees (payments to retained employees

based on their years of service including compensation payments and termination payouts to terminated employees) amounted

to approximately NT$ 1,635,996 thousand; after deducting the reserve for pension funds and recognized pension liabilities,

the balance amounted to approximately NT$ 1,109,358 thousand. In ccordance with a directive of the MOF, the Bank is

required to amortize this amount on a straight-line basis over five years commencing from October 1, 1999.

Retained employees' service years will start afresh and the regulations governing the pension plan prescribed by the

Labor Standards Law shall apply.



(Z):B{K4 Pension Plan

(A8 88469 27 H AL » QiR 25t 2R IRIRA R IR i 617 U R ABFER) > H B
TIATT :

The Bank started to make contributions to a pension fund upon its privatization on September 27, 1999 in
accordance with the Labor Standards Law, which is deposited with the Central Trust of China. Information on
the pension plan is as follows :

J [ Item 2005.01.01~2005.12.31 2004.01.01~2004.12.31
47 a4 Opening balance $ 187,931 $ 146,831
e AT Add : Provisions 44344 43059
FILE WA Interest revenue 3,031 1,984
W A AT Less ; Payment (2,058) (3,943)
o B4 Closing balance $ 233,248 $ 187,931

Q) FEREFE T 2B R4 Defined Benefit Pension Plan
(—) R ARE SRR MR The funded status of the pension plan is as follows

O[] Item 2005.12.31 2004.12.31

faft#

Benefit obligation
HE BT 25 ($ 66,442) ($72,992)
Vested benefit obligation

RS 1 (266,413) (189.465)

Non-vested benefit obligation

TR EH (332,855) (262.457)
Accumulated benefit obligation

IEER A E T (434,150) (347,632)
Projected benefit obligation

P

Funded status
RINEE R AR ARE 233,248 187931
Fair value of plan assets
RIRHEE RN (200,902) (159,701)
Funded status of pension plan
REBFHBE T #HOFED - -

Unrecognized transition obligation (net assets)

FATIRI S 86,675 70,108
Unrecognized gain or loss
HIR(EFRIAE G /ETRIAE (114,227) (89.593)

Accrued pension payable / prepaid pension fund at the end of the period

EERT 76
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(D)ER{AE A The components of net periodic pension costs are as follows

JH [ Item

2005.01.01~2005.12.31

2004.01.01~2004.12.31

afRBEA

Service Costs
b | B A
Interest Costs
c R INED 7 i i THITER RN

Expected return on plan assets

d-REABIAE I TR BT TR 2 B

Amortization of unrecognized transition obligation (net assets)

e R R IIRT MR s A

Amortization of unrecognized service costs for the previous period

[REDIVE I A A B

Amortization of unrecognized gain or loss

o BB KE K A=atbrctdiesf

Net periodic pension costs

(=) %1841 Vested Benefits

(P RIS A Z G FEER T

$ 62,748

11071

(6,447)

2,158

$ 56,904

6918

(3,671)

3,090

$ 69,530

$ 63,241

$70,753

$95,608

Actuarial Assumptions Used to Calculate Net Periodic Pension Costs are as Follows

JH [ Item

2005.12.31

2004.12.31

a. JHH Al #H . HBA

Discount Rate of projected benefit obligation
b # KR A

Rate of increase in salaries

cORIRES T A L Rt R M BaA

Projected long-term rate of return on pension assets

(F1) 155 TORIRERGID BO457 A1 HETT - (RIBHEE RBRIAIRE - 57
1 HRZR RS HRE - BUE R EZ 5012 3R R 2 1 BE G AR B S 2%
BERABEZS TRRERESR - AMHERS TEALE

ZABRIRE R LOTIHTIT »

HE3.0%
3.0% p.a.
HE20%
2.0% p.a.
HE3I0%
3.0% p.a.

/E Jeg

TiE&E

(#4—

245 fe SR P
G EBIRT 2 TIEEE

Z6% o ALy A4S LT TORIR G 16 (38 48

FE3.0%
3.0%pa.
HE20%
2.0% p.a.
HE20%
2.0% p.a.

o REZIRBIMLE

"Labor Pension Act" was enforced as of July 1, 2005, which is the confirmed rules governing contribution of

retirement pension. Laborers may choose to continue applying the retirement provisions referred to in the

"Labor Standards Act", or apply the retirement system referred to in the said Act and retain the seniority

applicable to the said Act. According to the said Act, the percentage of the labor pension to be contributed by

the employer on a monthly basis should not be less than 6% of the laboerr's monthly salary. The retirement

pension contributed by the company in accordance with the said Act in 2005 was NT$ 1,671 thousand.

= I IR 17
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18. 5264

%A CAPITAL
[ Item 2005.12.31 2004.12.31
RETE A Authorized capital $ 15,000,000 $5,034,238
ELh ﬁﬁi\ Paid-in capital 5034238 5034238
D BT (TR Common stocks issued (thousand shares) 503,424 503,424
i quﬁfﬂ: Par value 10 10

AR FA94HE6 F23 H RS 5 H & i i@ 8 OB RE I A £$15.000,000 17T -

Authorized capital NT$15 billions resolved in the FY 2004 regular shareholders' meeting on June 23, 2005.

AT 18.RETAINED EARNINGS

ALFEMERE - ARITERRBEN AL
BR B AR SE R — VBT 48 1 FE ST o 1 PR AE
B HHE30% BEE BER A - AR AT RUE
B2 BT EAR DR Bk BR N FE - AR R ER BHK
NHTESTE il - (D) TR RS AMIZE2%(2)
BT RLFI8%(3) B 3 A FIO0% » Rij 1H &2 67 57 FC
PR oR e 15 R AR 2 5T s R BT - PR &
0 & BR B o B BR AN T OTEC o BRI 2 o
K- SEEEERBEEESERFE - /K
e an e R G DRAR o BC AR 3 AR Bl
SRR R LL 2R MEER 52 s R AN RS & 2 A S8 A
PSR IR RIS %0 o 5 BB R R E B AR FHAT -
BH A& A B R A PR 2 PUES ARG SRIT M
TERT - B B a ER T BC - IRERAITE R EE
Bl B B o
(1) B TRLA B ZE R 25 fH B & A

ALK FIRR94 56 A23 H Hi ik B e diE 293

FEREEGITECET - HHE TRLA K EE

W25 ZFCEEIE AT -

According to the company's articles of
incorporation, if there are any retained earnings upon the
bank's final account at the end of the year, they will be
used to make up the loss of previous years upon payment
of all payable taxes pursuant to laws, and 30% of the
remainder will be contributed as the legal reserve, and
special reserve should be provided pursuant to laws and
subject to the needs of the business. The balance thereof,
if any, should be distributed in the following manner: (1)
2% for compensation of directors and supervisors; (2) 8%
for employees' bonus; (3) 90% for shareholders' dividends.
The shareholders' meeting may retain the earnings in part
or in whole subject to the future need for business and
profitability. The distribution of shareholders' dividends
may be made subject to the resolution of the shareholders'
meeting with respect to the proposal submitted by the
board of directors for distribution and adjustment of the
percentage of cash dividend and stock dividend, provided
that the cash dividend should not be less than 5% of the
stock dividend offered in the current year. Before the
legal reserve amounts to the gross capital, or the capital
adequacy ratio meets the requirements under the Banking
Act, the maximum distribution of cash earnings should be
subject to the Banking Act and the competent authority's
requirements.

(DInformation on employees' bonus and Directors and
Supervisors' remuneration
A.Appropriations resolved in the FY 2004 reqular
shareholders' meeting on June 23, 2005

4 4F Amoun
B THTH| — DAB o b Employees' bonus-cash $22375
T — DB S R Directors & Supevisors' remuneration-cash 5,593
- Total $ 27,968

Fadte 2 5y Bt 2 B

LAY RI94EE3 24 H 2 EH dr pRAR N 7 B

The above appropriations are consistent with the amounts resolved in the Board of Directors' Meeting held on

March 24, 2005.

= IR 1T
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B EISF2 H27 H ik, AN RIE H G M R
AEE 2 i8R o7 I

C. A BE B TALF 5 FE B W25 FHRE & A AT H
NBRE B B E A o

DR H AL R B R

1R E%AF93 5 JEE A 2= B LATH 558 il 108

AFlia e - AL B RAR - HO3FE 2
MBI ERATT -

B.Up until February 27, 2006 the Board of Directors
has not approved the FY 2005 earnings appropriation
proposal.

C.The relevant information on employees' bonus and
Directors and Supervisors’ remuneration is available
on the "Market Post Observation System".

D.Basic Earnings Per Share (EPS) after tax

On the assumption that the FY 2004 retained
earnings are distributed in cash for all items listed in
A. and are recognized as expenses, basic earnings
per share for FY 2004 as follow :

OIEW AYB L ER

Net income (loss) after tax for FY 2004 A NTS$ 393,023 thousand
93 157 2 UABL & B2 RUTATH B & s

Employees bonus & Directors & Supervisors' remuneration-Cash for FY 2004 B NT$ 27,968 thousand
O3EE I Mol B 1 18 485 UL 1 S BT )

Weighted aveage of outstanding common stocks (thousand shares) for FY 2004 C 503,424

R EER L kA%

Basic earnings per share after tax (A-B)/C NTS$ 0.73

()AL w57 29456 A F93 56 A #E ik Bl & TkaEk

(2)The FY 2004 and FY 2003 retained earnings were

appropriated as follows in accordance with the

3 2 4 R MR R
L3 RO R TR BR Sy A A I IR A shareholders' meeting held on June 2005 and 2004

respectively.
el 2 I B AN 1
5%?;5%%%%?&%5 Eamin;; ﬁ?eﬁrxgg(arjg)(NTfﬁ)

2004.01.01~ 2003.01.01~ 2004.01.01~ 2003.01.01~

2004.12.31 2003.12.31 2004.12.31 2003.12.31
EENE Legal reserve $ 117,906 $ 153,557
A Special reserve — 18,409
R & BFI Cash dividend-common stock 251,12 228,830 $0.5 505
T Directors & Supervisors' remuneration 5,593 5,085
B THF Employees' bonus 22375 20,340
& 3 Total §397 586 § 42621

19.F A~ $7% B #§#2 2 F LABOR, DEPRECIATION AND AMORTIZATION EXPENSES

I [] Item 2005.01.01~2005.12.31 2004.01.01~2004.12.31

M AEBR Labor costs

HAEN Wages & salaries $937,847 $916,047

2\ " Z N Health & labor insurance 40,906 38,203

RIkKSER Pension costs 71,201 63,241

Hithgm Other costs 6,603 13,197
PERMITEM  Depreciation & amortization 119,095 306,014
P Total $ 1175652 $1336.702




20. 7718 H# INCOME TAX
(1) JRZE PR 157 & FE(B{E) 153 %H Deferred Income Tax Assets (Liabilities) — Net

B[] Item 2005.1231 2004.12.31
T Temporary differences
KEWTfT2E{k%&  Unrealized expense on provision of employees' pension $27,686 $22,398
B R Reserve for accidental loss 4950 5,895
bEagiert Investment tax credits = 22018
- Total $32,636 $50,311
W (R EE Less : allowance for decline in market value - —
3 Net $32,636 $50311
) priEF B (F1]232) Income Tax Expense (Benefit)
I [] Item 2005.01.01~2005.12.31 2004.01.01~2004.12.31
HHERER Income tax payable $57,900 $—
R Tax on income separately taxed 47,940 468
FAWTEMNEI0%Hi % Additional 10% tax levied on unappropriated retained earnings 16,839 13,353
e BRI R I #10%5E 2 Free of Additional 10% tax levied from investment tax credits (16,839) 6,677)
BB E AR R Deferred income tax expense (benefit) 17,675 147,354
PARTEER A B8 2k (Over) / under provision of income tax of prior years — 617
fi (BB (F 2 Income tax expense (benefit) $ 123515 $ 155,115
3) FE{-T AR {5t Income Tax Payable
A.EBAFERTGR) AT {5 Income Tax Payable (Refundable) Current Period
[ Item 2005.12.31 2004.12.31
HEHRERER Income tax expenses in the current period $ 57,900 $—
FOBEEEMIE10% 3% Additional 10% tax levied on unappropriated retained earnings — 6,676
W R B Less : temporary tax payment & interest withholding tax (21,760) (32,001)
B ERGB Fr B Income tax payable (refundable) $36,140 ($25325)
B.JE (- A8 Ht Income Tax Payable
I [] Item 2005.12.31 2004.12.31
R RS Income tax payable in the current period $ 36,140 $ —
DARTER R G R4A Income tax of prior years - 5,805
K T R 5 Income tax payable at the end of the period $ 36,140 $ 5,805
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@) i R IR AR A E M 2R T S MBS R EH B 2 M S & I EMER » HEHHR
DHZ0 T -

Reconciliation of Income Tax Payable

H [ Item 2005.01.01~2005.12.31 2004.01.01~2004.12.31
B 2 6 128,500 $137035
Income tax payable
IR AN 2 MR = (95932)
Income tax credits derived by loss
P74 B B (4.066) -
Income tax credits derived by investment tax credits
REBREIMHAREH RS () (945) 308
Reserve for unrealized accidental loss (reversal )
REBRIKSEN 5,288 4571
Unrecognized pension costs
i T A (3437 (6.134)
Investment income accounted for under the equity method
E SR R A (61,127) (598)
Interest income in short-term bills
IR R E 0 it R (35.569) (50,138)
Net income derived by the OBU-tax exempt
B2 B (16,.279) (8.489)
Cash dividends
BHRTHEHTD (5493) 19333
(Gain) loss on securities
HA R 5 12,554 -
Other tax credits
A i 38,203 -
Asset Impairment
H A AR AR % 271 (156)
Other tax adjustments
4 i e
BB EA - .

Income tax expense

) B EREO4FI2 A31 H 1tk » ARFZ i MG E AR CLEI F A -
The Bank's income tax returns for the years up to and including FY 2002 have been assessed and approved by
the Tax Authority.

(6) FFt & —fHRBA & 3\ : Imputation Tax System and Related Information

JH [ ltem 2005.12.31 2004.12.31

B TR R R A $31388 $6,003

Imputed tax credit for stockholders

874 [(87.6.30 LURI) LAFT A% B 22 6 - -
Unappropriated earnings-before June 30, 1998

88 £ 1(87.7.1 AR LAMR R Bl ;B 471,561 478,659
Unappropriated earnings-July 1, 1998 & thereafter

81 BRI



I [ Ttem

2005.01.01~2005.12.31 2004.01.01~2004.12.31

& 8 AL BT L4

Ratio of deductible tax credit for the appropriation of earnings

HHAS A 25 RIS ST AC 7 I ol 2 AT TR A AR - FE
LARE R 530 H Z B B AT HHER BRIMR P 2 BRBEHES AT
FENE o K94 - FETHET &ieR oy lic Z MR HELE
ARATREE I A 2 AHRP IS BOE BUE T AT REE A
Z 25 T AT M RH B B PR AN R M ZE A -

6.66% 10.93%

(VEZ)(Estimated) (FH)(Actual)
The tax credits allocable to shareholders are based on
the balance of the Imputation Credit Account (ICA) on the
dividend distribution date. Accordingly, the estimated ratio of
deductible tax credit for FY 2005 may change because the
actual tax credits may differ from the tax credit projected by

the Bank in accordance with the Income Tax Act.

(7 #2294 12 H31 H 1k » KA FAT SRR HA « 1 o
Up to December 31, 2005 details of the Bank's unused tax credits : none.

21. AR 382 BASIC EARNINGS PER SHARE

H [ ltem 2005.01.01~2005.12.31 2004.01.01~2004.12.31
amFFIA) $514,003 $ 548,138
Income before income tax
FHFHB) 390,488 393023
Net income
U S DI 2 R BT BO(C) 503,424 503424
Weighted aveage outstanding common stocks ( thousand shares )
fit il &2 620 (A/C) 102 1.09
Earnings per share - income before tax
it Bk &5 (B/C) 0.78 078

Earnings per share - net income

22 Bif% A% 5 RELATED PARTY TRANSACTIONS

ALy P ERR AR AL B A B HIA - A T -

Significant Transactions Between the Bank and Related Parties are Summarized as Follows
(D) BH1% A 2 4 ¥ M B 1% Names and Relationships of Related Parties

R A

Name of the related parties

B 03] £ B
Relationships with the Bank

= HE T

Kaohsiung City Government

ARAY REAHAGR 238
Kaohsiung Bank Insurance Agency Co., Ltd.

AR R AR 28]
Kaohsiung Bank General Insurance Agency Co., Ltd.

SRR A

Other related parties

FLRAER KRR

The Bank's major shareholder

ERATRAE
Subsidiary of the Bank

A2 FAT
Subsidiary of the Bank

ARETERR EE EZAKHEA RHBBLRREREE
W 67 A

The Bank's major shareholder, Director, Supervisor, Manager, their relatives,
their enterprises and the related parties

= IR 1T
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(2) BB % A B2 8 K A8 5518 Significant Transactions with Related Parties

A .$%{Z Credit / Loan

2005.01.01~2005.12.31

Wk AT YK gk MR EFREERA A4 ]
Name of Related Party 12/31 Balance Interest income, commission & service fees Interest rate
By i $23,787,652 $698,372 123%-3.945%
Kaohsiung City Government
HH g A 478,860 5459 1.95%-14%
Other related parties
2004.01.01~2004.12.31
Wk AT YK gk MR EFREERA ] A4 ]
Name of Related Party 12/31 Balance Interest income, commission & service fees Interest rate
By i $32.988,542 $1,047437 1.00%-3.525%
Kaohsiung City Government
RN 490495 5963 1.675%-14%
Other related parties

94.1.1-94.12.31 %93.1.1-93.12.31 |-BH¥%t
B AR AN 2525 - IRIGRIEE ~ Rsg 2 -
HRI A A FAr s - B IERR 0R A(BR 19 3%
F 94 548 Z R g fe] o3 5l £31.47 %-16% J
1.20%-16% -

B.7%7% Deposits

Interest rates of credit approval extended by the Bank to
the aforementioned related parties for 2005.1.1-2005.12.31
and 2004.1.1-2004.12.31 are shown as above depending on
the nature and purposes of these loans; but, the average
interest rate ranges to non-related parties (except for
pre-agreed accounts) were between 1.47% and 16% for
2005.1.1-2005.12.31 and 1.20% and 16% for 2004.1.1-
2004.12.31.

2005.01.01~2005.12.31

Wk AT YK gk MR A4 ]
Name of Related Party 12/31 Balance Interest expenses Interest rate
TR $12.909.519 $65,119 0%-2.15%
Kaohsiung City Government
HLAHERA 3,122,195 31876 0%-13%
Other related parties
REAL B AR 27 23,809 60 0.15%
Kaohsiung Bank Insurance Agency Co., Ltd.
7310 69 0.15%-1.90%

AR R AR A F
Kaohsiung Bank General Insurance Agency Co., Ltd.



2004.01.01~2004.12.31

Wk AT YK gk MR A4 ]

Name of Related Party 12/31 Balance Interest expenses Interest rate
R BT $10,150,558 $54.899 0%-2.35%
Kaohsiung City Government
HA % A 1,996,994 18,033 0%-13%
Other related parties
REAL REHEACR 27 39.868 78 0.15%
Kaohsiung Bank Insurance Agency Co., Ltd.
FEE R R AR & 6,365 55 0.15%-130%

Kaohsiung Bank General Insurzmce Agency Co., Ltd.

a. FRABEME A2 TEE » (RTEEME 2 A6 » a.Interest rates on the above related parties' deposits are

shown as above depending on the nature the deposits; the

RIASEREIAN F - M IERATR AR HAA R average interest rates on third-party deposits were between
M1 £E50%-13% - 0% and 13%.

N b.The maximum interest rate on employees' (non-related
b ATBCGER 1R ) ZF AR S R13% » . . .
parties) deposit accounts was 13%, which was also the

AR A Z A BKEXHETNTE » = maximum interest rate paid on related parties' deposit
(G BA T B 17 2R S accounts depending on the nature of the deposit accounts.

C.JEI zX¥E Accounts Receivable

W% AT 944212 J131[] 93 12131 [
Name of Related Party Dec. 31,2005 Dec. 31,2004
H ffi  Other related parties $5,108 $17,702

D.fH & E5 714 Lease
2 2 W] ) & e T BURT AR EE ZE 5 P LA AN T

Details of the premises leased by the Bank from the Kaohsiung City Government
a.2005.01.01 —2005.12.31

e HL & DOy X
Leased Asset Lease Term Payment Method Rental Expense
INEDTIT R Hsiao Kang Branch 2004.1.1-2005.12.31 (3f) AEH (4 half yearly $139
V@2 {65 317174 Yen Cheng Mini-Branch 2005.1.1-2007.12.31 AES 77 45 half yearly 723
BANTTTE Wan Nei Branch 2004.1.1-2005.12.31 (3f) LEF (TS half yearly 829
W& Shih Fu Branch 2004.1.1-2005.12.31 (3f) 4 e (F5H 4 half yearly 253
KB & Tso Ying Branch 2004.1.1-2005.1231 (i) LEF (TS half yearly 657
HEMATITE Kwei Lin Branch 2005.1.1-2006.12.31 LEF{TH 4 half yearly 304
& H Total $2,905

(GE) B BERIFIOHEI2F31IH -

(Note ) The contract is renewed until Dec. 31, 2007 upon expiration

= IR 1T



B ¥5 11 S

b.2004.01.01 —2004.12.31

HE LA HH B RECIBS ik
Leased Asset Lease Term Payment Method Rental Expense
INEMTTE Hsiao Kang Branch 2004.1.1-2005.12.31 AP ET {74 half yearly $ 139
KR4 5 %7174 Yen Cheng Mini-Branch 2004.1.1-2005.12.31 ALY T4 half yearly 724
BANTITE Wan Nei Branch 2004.1.1-2005.12.31 FAPEL (TS half yearly 835
H AT T2 Shih Fu Branch 2004.1.1-2005.12.31 1§ e 1.4 half yearly 253
EEMTIT& Tso Ying Branch 2004.1.1-2005.12.31 FAPEL (TS half yearly 657
HEMATIT2 Kwei Lin Branch 2003.1.1-2004.12.31 B EL T $ half yearly 308
- Total $2916

cfHEFAVRE  HEHE -
Type of Lease : operating lease.

d. FBHERH SR R (PR - K bl 0 75 (B P5 R AR A TR A -

Determination of the Aforementioned Rental Expenses: adjusted according to the published land values and the

present value of the building tax for the respective leased property.
E. &\ GIE RIS A Z R FEEBI AL T ¢ Commission Incomes Received from Related Party

944 i . FY 2005

Btk AT gk

Name of the Related Party Amount

IR AL RE{CHA(R v Kaohsiung Bank Insurance Agency Co., Ltd. $27,524
R R (R BEA(BD 2 5] Kaohsiung Bank General Insurance Agency Co., Ltd. 1,724

93FE & : FY 2004

Wtk AT gk

Name of the Related Party Amount

R AG R A (K A5 Kaohsiung Bank Insurance Agency Co., Ltd. $51952
R R (R BEA (B 2 5] Kaohsiung Bank General Insurance Agency Co., Ltd. 946

FFIEBIR AR ~ REA ~ ERSEBAZLZHEIN

Trade Information of the Related Party who is the Borrower, Guarantor, or the Collateral Provider

2005.12.31 B {1 #i & B 5 Unit : NT$ thousand at Dec. 31,2005

i HIR R A R E R RGED)
No. Amount Evaluation of potential loss (Note 3)

HEHEHRGE ) 33 41976 _

Consumer loans (Note 1)

{rAME % 25 42,606 -

Employees’ loans for residential houses

HHREWRASERA ZZELHGED 14 309,770 —

Loans trade of other related party who is a borrower(Note 2)

M ERAR AT IREA LRG3 31 69,874 —

Loans trade of related party who is a guarantor

P R A F3HE PR BRI A ZRAG R ) 12 35057 -

Loans trade of related party who is a collateral provider

85 = I IR 17



2004.12.31 BN B &840 ; Unit : NT$ thousand at Dec. 31,2004

Il HIR R AR E A RGED
No. Amount Evaluation of potential loss (Note 3)

HEEEHGE ) 28 28,855 _

Consumer loans (Note 1)

{rAE X 23 46.867 —

Employees’ loans for residential houses

HAFITE W R ASE A ZBE R HGED 12 305,064 —

Loans trade of other related party who is a borrower(Note 2)

A& B AL RN < R IG5 34 63213 —

Loans trade of related party who is a guarantor

& B A FHE PR B B A ZRIG R ) 17 40876 -

Loans trade of related party who is a collateral provider

S - ARPEFFRRA - RIEERITER = =R e 2B FIFMRE -
The so-called related party in the table means for the related party defined in the Banking Act of the
Republic of China Article 33.1.

iE(Note) : — ~ {RIGHUTHEE = [ IEHE M T LK -
It means for the consumer loans defined in the Banking Act of the Republic of China Article 32.
L ARIEBRIT TR A L ERORAT B R TR LU 2 AR B R A B R AN ZIRE RS -
It means for the loan trades of the related party who is a borrower except for the consumer loans and employees' loans for
residential houses'.
=~ EARGEZIRR - FHTIHAF Al REEZ IR R Z 8T -

Please list out the estimated loss amount if there is any.

23 ‘B 2 E 7 PLEDGED ASSETS

ALRICRIERAFHREZEREMT ¢
Details of the Bank's Assets Pledged as Collateral are As Follows

2005.12.31 2004.12.31
B A L% R 340 Bills & securities purchasws (par value) $ 318,600 $ 553,100
& E# Total $ 318,600 $553,100
HOA AR AR E HIAES % IHER 53 Bills and securities purchased were: (1) Provided as
g N i s Hp 2t o (0 guarantee deposits for the various businesses; (2) deposited
B B AU R DR RS EHE 5 A ZERAT (BT 42 with the Court as guarantee to perform provisional seizure on
FEBESE - B{EHh RBITIEBHBIE Y 2 the assets of the Bank's debtors; and (3) deposited with the

N Central Bank to provide security on overdrafts. Up to
412 H31 MEE T BR%E - A
bR - #E94F12 H Ik SEE S BREH - 8 R December 31, 2005, the overdraft balance of the Bank was

RIS 3 2 {7 THI 1% B 245,000,000 {F nil but pledged certificate of time deposits amounted to NT$

5 billion.
j’]: o

= IR 1T
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24. B AN ARGESETE a5 515 COMMITMENTS AND CONTINGENT LIABILITIE

BRI FI2Z A3 H ik » ARFIE K ZAGERENT -

Up to December 31, 2005 major commitments of the Bank are as follow

(D HAME ~ BAGE ~ (UM~ RE R ARE

Receivables and Payables under Forward Contracts, Collections, Guarantee and Accounts Under Custody

fRaE Guarantees $5655,281
JE MR AR Z Accounts receivable under letter of credit 1043269
WEGEAS Payables on marketable securities under custody 28,535,610
ZHRERITYE Payables on travelers’ checks consigned-in 182,271
ZE R Collections payable 8,848,142
FEAUGEK Payables on joint loans 19,270,296
5 AL Revenue stamps consigned-in 275208

Trust assets 9,692,487
IO E S Payables on underwritten marketable securities consigned-in 120,000
B EENL R Payables on revenue stamps consigned-in 72257
HEmES Pre-agreed credit limit 7,748,556
i B e & H s R (& Bills & bonds sold under repurchase agreements 468 446
& |l (- i A ik R (& Bills & bonds purchased under resell agreements 12,167,380

O HEZHW
A0y mILLE A BT SRFH A 2 5T
BRI F12 AIE 1k & 7 H R 35 £357,398 (T
JL > H o £E46,000 {1 5T 4% DL 75 207
FH > BRAFREAR o0 A 55 3 ATHH 4% > ARFR9 Rk

Lease Agreements

The Bank leased its office premise under several operating
leases. Up to December 31, 2005, security deposits for the
various lease agreements amounted to NT$ 57,398 thousand,
of which NT$ 46,000 thousand serve as the Bank's rental
payments. Amounts payable under the Bank's lease
agreements (excluding those whereby the refundable deposits
serve as the rental payments) for the next five years are as

AEEZTHESUT - follows
4E 1 Fiscal Year 4 %3 Amount
2006 $ 60,990
2007 49,205
2008 39,577
2009 24 368
2010 18,678

(3) A7 FIBE S T bRSE EESE10 A iEBe $2 1 R
SRR SRR R (R A TRk 30 > 2R 2R i s Sk
B i B iros 1 A3 HLI4FEES FE
(—) FEIRR BPIR G AR17 2 SRR 7
2o MEZI0 AR R (28 =28 Rk # %
9542 H27 H 1k » MRS SF10 A BLARTT 23R4
AT B A B

With respect to the proceeding for declaration of
employment relationship filed by the company's ten resigned
employees including Lin Chung-hsiung with the court,
Taiwan High Court Kaohsiung Branch Court rendered another
civil judgment under (94) Chung-Lao-Shang-keng (1) No. 1
dated January 3, 2006 in favor of the bank. However, they
filed an appeal against the judgment later. The case between
the bank and them is still pending examination of the
Supreme Court until Feb. 27, 2006.



D IR(GFEFEREITHIZS

TGRS B Gtk 2 B A ER M AR RO T

Balance sheet of trust account and the property list of the trust account are disclosed as follows pursuant to Article

17 of the "Rules Governing the Implementation of the Trust Business Law"

KRB FE K BB BIHHAR - $2E

B{EKRHE BB H 2R

AR RE -

B

BEFKE 2IH#E - e8] 3 FE2I

G3HT

HERYE B H &

ML E

7E TH B

W ENEY B THHAE R 2 H B H RE% 2 2T

H - fERHEASTHT -

IR £ A{E % Balance Sheet of Trust Account
{ZE0405 Trust Asset 2005.1231 2004.1231 {23t &1 Trust Liabilities 2005.12.31 2004.12.31
Hi71E%  Deposits $58.931 $10325 {ZiHA  Trust Capital
FHIA#  Short-term investments {Z3t&4  Trust Capital $9,672,191 $ 8,809,837
oA Trust investments 9,323,952 8,571,565 ZHWE  Accumulated income 20,296 (10,743)
LH#%A  Long-term investments
R M5 A Long-term Stock 92,400 _
investments
A By & Realestate
+ Land 213,404 213,404
FiRTH Construction in progress 3,800 3,800
{231 %4 84T Total Trust Asset $9,692,487 $8,799.094 {Z:it &f&#4A Total Trust Liabilities $9,692.487 $8.,799,094
{ZZE0RHA i [ 3% Property Llist of Trust Account
LA Investments 2005.12.31 2004.12.31
HHAA Short-term investments
HEERA  Funds $9,323952 $8,571,565
LA Long-term investments
HRTE Stock investments $92,400 $ —
A B Real estate
+ i Land $213404 $213.404
TEEE TR Construction in progress 3,800 3,800
Mo F Sub-total $217,204 $217,204
o it Total $9,633,556 8,788,769
25. 4l 25. OTHER INFORMATION
. o . (1) Average balance and average interest rate of
. = B e
() = BEEER T B 5 2 HERMTRRET interest-earning assets and liabilities of Bank of
fﬁ& Eéfﬁﬂqi i’:j*lj ZE—Z*‘% aggil{ﬁ quE29 ) i Kaohsiung Co., Ltd., please refer to notes 29.(2)
= "Market risks" for further details.
JEBgE EE A
(D)AENGIREEREBEZEZEISFWOT - (2) Maturity analysis of the Bank's assets and liabilities :

The maturity of the Bank's assets and liabilities is
determined based on the remaining period from
balance sheet dates. Maturity analysis of assets and
liabilities was conducted based on the contracted
maturity dates. For assets and liabilities of which a
maturity date has not been specified, the maturity
analysis assumed the dates on which the assets are
expected to be liquidated or the liabilities are to be
repaid as the maturity dates.

= IR 1T
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2005.12.31

" i
Assets
BE R EB &
Cash & equivalents
BASR RS
Bills & securities purchased
Vit 5 el S A3
Bills and bonds purchased under resale
agreements
TR T BARAT R
Due from CBC & banks
B I BL R R
Bills purchased, discounts & Loans
ROESRA
Long-term bonds investments
G
Total
&
Liabilities
Y AT BIRTTIR 2 Tk
Due to CBC & banks
Vi 55 el 545 5 f
Bills and bonds sold under repurchase
agreements
RIETER
Treasury deposits
AR
Time deposits
R
Negotiable certificate of deposit
TEfT a7
Financial bonds payable
Y7 RIAI R T
Funds borrowed from CBC & other banks
o
=] n

Total

AR

Due in 6 months

s e £

Due between 6 months & 1 year

A ELLL

Due after 1 year

Gt
Total

448 Amount 448 Amount 4% Amount 448 Amount
$ 11,755,220 $ $— $ 11,755,220
2,736,569 893,357 8972915 12,602,841
12,159 460 — — 12,159,460
7,498 940 _ — 7,498 940
35963,757 9958275 56,557,905 102,479,937
- 606,954 1,168,506 1,775 460
$ 70,113,946 $ 11,458,586 $ 66,699,326 $ 143,271,858
$ 11,720,489 $ 5,303,594 $— $ 17,024,083
466,765 — - 466,765
11,519,177 1,390,342 — 12,909,519
31,499,719 23,703,773 3,800,353 59,003,845
288,700 240,400 — 529,100
— 820,000 400,000 1,220,000
2,400,195 — - 2,400,195
$ 57,895,045 $ 31,458,109 $4.200,353 $ 93,553,507




2004.12.31

" i
Assets
BE R EB &
Cash & equivalents
BASR RS
Bills & securities purchased
Vit 5 el S A3
Bills and bonds purchased under resale
agreements
TR T BARAT R
Due from CBC & banks
B I BL R R
Bills purchased, discounts & Loans
ROESRA
Long-term bonds investments
G
Total
&
Liabilities
Y AT BIRTTIR 2 Tk
Due to CBC & banks
Vi 55 el 545 5 f
Bills and bonds sold under repurchase
agreements
IR
Treasury deposits
AT
Time deposits
R T B
Negotiable certificate of deposit
TEfT a7
Financial bonds payable
Y7 RIAI R T
Funds borrowed from CBC & other banks
o
=] n

Total

AR s e £ o L i gt
Due in 6 months Due between 6 months & 1 year Due after 1 year Total
44 Amount 448 Amount 448 Amount 448 Amount
$2444.113 $ 200,000 $— $2,644,113
2,149,199 754,119 9,126,822 12,030,140
415,102 — — 415,102
25,076,150 200,000 — 25,276,150
33221935 5,771,690 65,659,990 104,653,615
— — 1,067,271 1,067,271
$ 63,306,499 $ 6,925,809 $ 75,854,083 $ 146,086,391
$ 10,685,112 $7,177,123 $ 158475 $ 18,020,710
891,826 — — 891,826
8,318,025 1,832,533 — 10,150,558
29,191,373 27,130,546 3,862,586 60,184,505
227,500 236,100 — 463,600
- 715,000 1,220,000 1,935,000
2,278,355 — — 2,278,355
$ 51,592,191 $37,091,302 $5.241,061 $93,924,554
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26. [ ALt FR SR IA

1. BK AL B SR TA A
BB E

() RIEE

R

Q) HUS A B EE 2 T RHE
AEETZ L
(3)VEE T BN 2 B RGER B =BT E I

B ¥5 11 S

EQS

— R B R S
AWM ETREREARE 2L

25t
£
25t

AEETZ LR

DEBAR AR B 2 TRBES

fEEETbL & .

(S) FEULBRTR A ZRE=#T &

#EDZ T EE CHfR— -

O)HEN RERZH AL HETL B& .

Ins

(7) Hoftl 2 LA B A F5 e 2R 1 Y 2 TR IR Z BER AL

Gy L o

2. WRE

27 G RIEHE T

BELAOME IR E 2 258 - W03
RIS @ 3 RHE T LU 4048 -

HEBEEAN « R -

3. KEERE BN -

M = (EoTEE I E

e
==

26. SUPPLEMENTARY DISCLOSURE
1 Related Information on Significant Transactions
(1)Cumulative balance of transfer investments stocks
purchased or sold greater than NT$ 300 million or
10% of paid-in capital: none.

(2)Acquisition of fixed assets greater than

il

N

4

NT$ 300 million or 10% of paid-in capital: none.

(3)Disposal of fixed assets greater than

ity

NT$ 300 million or 10% of paid-in capital: none.
(4) The handling charges for the trade with the related

st s LA R
TR L parties are equivalent to an amount over
NTS$ 5 million: none.
TCEE I E A (5)Receivables from related parties greater than NT$

300 million or 10% of paid-in capital: Appendix 1.

(6)The sale of bad credit for an amount over
NTS$ 5 billion : none.

(7)Other significant trades that may affect the
decision-maker who use the financial statements :
none.

2 Information on Investee Companies: Appendix 2.

3.Investments in Mainland China: none.

27 . RECLASSIFICATION
Certain accounts of the FY 2004 financial statements
have been reclassified to conform to the presentation of
financial information in the FY 2005 financial

statements.

i Fe—
Appendix 1
ST ERR/AE] Bank of Kaohsiung Co., Ltd.
JENRAR AZKIE  Receivables From Related Parties
B4 12H31H  December 31,2005
B AMFIT 3 Unit @ NT$ thousand
1 SRR AZOR
WSIRNGE | RS WAt fgﬁg?ﬁ; o ?ﬂ;ﬁ:ﬁeﬁﬁ? MBI 1115
ZAF] Debtor Relationship of Balance of Turnover 0 , B e |
Creditor the Debtor with g J&HA | Amount of Receivables Collected from | Provision for
Receivables from Rate &H . . .
the Bank Related Partics Jr— Handling | Related Parties Subsequent to the Event|  Credit Loss
Procedure
BT E BT ZN/NCIEE I 23,787,652 | REEAER | R | #EosE2H27H 1L BN i3
Bank of Kaohsiung City | [ Non applicable | None Not | 6,068,180F 7T » BRfAAREIH o None
Kaohsiung Co., Government Major applicable. | NT$ 6,068,180 thousand have been
Ltd. shareholders of the collected up to Feb. 27, 2006. The
Bank remaining balance has not matured yet.
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28 FINANCIAL INSTRUMENTS

(1)Financial Derivatives

Derivative transactions such as forward foreign
exchange contracts, foreign exchange swaps, foreign
exchange options and future options transactions
undertaken by the Bank for trading purposes are
primarily intended for meeting client needs and
balancing the Bank's trading positions as well as
supporting the Bank's various foreign currency funding
requirements. Derivative transactions entered into for
hedging purposes such as interest rate swaps, asset
swaps and foreign exchange option contracts are
primarily used to hedge the Bank's exposure in assets
and liabilities arising from interest rate and currency
exchange rate fluctuations. The Bank adopted hedging
strategies that were effective in hedging against most of
the market risks. The Bank used financial derivatives of
which the changes in their fair value displayed
significantly negative relationships to those of the
hedged assets or liabilities. Periodic evaluations were
also undertaken to review these positions.

Credit risk refers to the potential loss that may be
suffered by the Bank in the event of a default by the
counterparty to the transaction. Prior the entering into
transactions with customers, the Bank undertakes the
credit check and credit approval procedures and ensures
that a sufficient amount of collateral is provided over
the assets. Upon granting of the credit limit, the
customers are then allowed to undertake transactions
within the prescribed limit. An appropriate amount of
guarantee deposit is also collected from customers
depending on their individual credit status. The credit
limit for foreign exchange transactions between the
Bank and other banks is assigned in accordance with
the global ranking list and the banks' credit rating and
all transactions are undertaken within the credit limit. A
provision for credit loss or a reserve for loss has also
been provided taking into account the Bank's credit
risk.

The contract amount (notional principal), credit

SE(HEHAESD) ~ SHER kAP EMEYR risk and fair value of the Bank's financial derivatives
M are listed as follows
2005.12.31 2004.12.31
[t Pl [t Pl
(& [1%5) 2 E aEE  ROED 2 E A
Contract Amount . . Contract Amount . .
(Notional Credit Risk Fair Value (Notional Credit Risk Fair Value
Principal) Principal)
DR O
For hedgmg purposes
IR e 1) 345515 5276 6,849 816,146 1426 7,330
Asset swaps
Pl Ao 55 271,740 6,610 5251 86,060 86 3,133
Interest rate swaps
DA Oy 22 G o R B LA R £ Ly
For trading purposes
B OE 559 213428 2,134 (1,752) 1,291,615 7,599 (32,640
Forward exchange contracts
1T HEE 154 1,220,811 2981 (2,238) 625483 1,320 (9,836 )

Foreign exchange swaps



ARERITOAFEI2 A31 H KO3F12 A31 HFf
.2 EHEmEZFENAE A ® 05
1,477,575 F 71 Be1,362 8851F JT » KL\ EIE S
(B FEASE 72 2 R 5 HAY » £ AREERE

EZ BN GREE RREE SER S -

)

AAT R LARS S 1 B 1#(Bloomberg) A
AR 2 7% TG 22 B RE 2R o SR(EE K -
A & RIEH E LA EE -

AITHRER AL AR A S
HE2a HAGEERALET S8 54875
FEAT 80 2 HHE - IR A EH A SUIEERR
AT 28 > IRIEAT Z TR - HEA
TTRTSITBCRY R AT A Sl & - B
15 L& B (S H 8 Z RTBETEM /N - S FEET
EREHARF B B R ZIREH K -

AAITREBNTAEME Sl S Z B &AM T -

Details of the Gains and Losses on the Derivative Transactions of the Bank are As Follows

The notional amount of the credit linked notes engaged
in by the bank on Dec. 31, 2005 and Dec. 31, 2004 was NT$
1,477,575 thousand and NT$ 1,362,885 thousand. The bank
engaged in the credit linked notes in order to pursue higher
yield rates for notes and to upgrade the efficiency of working

capital.

The Bank calculates the fair value of each contract
based on the various foreign exchange rates and quotes
reported by Reuters or the Bloomberg Information System.

The Bank engages in numerous financial derivative
transactions and the contract amount or notional principal is
often used to calculate the settlement amounts payable and
receivable by the buyer and seller. Therefore, the notional
principal is neither the actual settlement amount nor the cash
requirement of the Bank. The likelihood of being unable to
sell the financial derivatives issued or held by the Bank is
very low. Therefore, the Bank does not anticipate substantial

cash flow requirements upon the maturity of the contracts.

2005.01.01~2005.12.31 2004.01.01~2004.12.31

EHNE 1 Foreign exchange forward
—IRFI4 B F 23R - Exchange gain (deduction)
GV 3 5 Foreign exchange swap
—IRFIF B A - Interest revenue
— R EEM - Interest expense
el Asset swap
—IRFIF B A - Interest revenue
MBI Interest rate swap
—IRFIF B A - Interest revenue
F MRS Credit linked bonds

—IRVIE & YR K%M a  -Gain on bills and securities purchased

SRR

— RS A Ak 7 A 28

W R

Foreign exchange option

- Gain on derivative instruments

Future option

8,907 (522)
14,054 10,036
1923 1575
29,498 42,054
4,883 3,891
67,603 31,563
104 -
(460 )

—WEFI Ak v SR A (JE 501 4 - Net gain (loss) on derivative instruments -

EERT 94
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(D) FEfTAE M & SRl

A A EAE

Fair Value of Non-Derivative Financial Instruments

2005.12.31

% IR R4l

Asset Book Value Fair Value
Ba ke & Cash & cash equivalents $11,755.220 $ 11,755,220
TERURT RARTTRIZE Due from CBC & banks 7,498,940 7,498,940
B A LA R A — 04 Bills and securities purchased - net 12,602,841 12,729,563
I U 30K — 1340 Accounts receivable - net 906,462 906,462
[} & |l 3% 5 Bills and bonds purchased under resale agreements 12,159,460 12,159,460
B B B Bk —ip4d Bills purchased, discounts & Loans - net 101,525,402 101,525,402
RMHaE Long-term investments 3,662,180 3,685,238

&

Liabilities
YA RIRATIRI £ AR Due to CBC & banks 17,024,083 17,024,083
i} & ol X %5 & fE Bills and bonds sold under repurchase agreements 466,765 466,765
TEf 3 Accounts payable 3,530,284 3,530,284
T3 Mt Deposits and remittances 117,818,657 117,818,657
[EfT SRlE S Financial bonds payable 1,220,000 1,220,000
S 1T RelE A Funds borrowed from CBC and other banks 2,400,195 2,400,195
2004.12.31

A I i {1 ElE

Asset Book Value Fair Value
WERHE & Cash & cash equivalents $2,644,113 $2,644,113
TERURT RARTTRIZE Due from CBC & banks 25,276,150 25,276,150
B A LA R A — 04 Bills and securities purchased - net 12,030,140 12,260,564
I U 30K — 1340 Accounts receivable - net 1,037,951 1,037,951
[} & |l 3% 5 Bills and bonds purchased under resale agreements 415,102 415,102
B B B Bk —ip4d Bills purchased, discounts & Loans - net 103,851,580 103,851,580
RMHaE Long-term investments 2,662,825 2,693,118

&

Liabilities

YA RIRATIRI £ AR Due to CBC & banks 18,020,710 18,020,710
i} & ol X %5 & fE Bills and bonds sold under repurchase agreements 891,826 891,826
TEf 3 Accounts payable 4316577 4316577
T3 Mt Deposits and remittances 113,454,525 113,454,525
[EfT SRlE S Financial bonds payable 1,935,000 1,935,000
I G s Funds borrowed from CBC and other banks 2,278,355 2,278,355

A ENUE T < S S P EE TR 2
T B ARRRATT -

Lot R s AR R E E R ER L2
W T B £ B L AR S BESERE &
FIHTH 5T BOR AT (B A% B 1 (8 fiE A

7

The Bank adopted the following methods and
assumptions in estimating the fair value of the financial

instruments :

1.The book value of short-term financial products in the
balance sheet is used as the approximation of their fair
value. Due to the short maturity of these instruments, this



T HiIRE EEEBGH AT EE S approximation approach is considered reasonable. This

- N . method shall be applied to accounts including: cash &
£, S JE P FATE 25 Ty 38 TH 4 ~
HERE o W77 RN RIS ISR ety e Bz ~ 17 cash equivalents, due from CBC & banks, accounts

NI T R R ATIEIZE ~ FEURERIE ~ M E[RIHE receivable, bills and bonds purchased under resale
mge Ly | TR EEEAS A - RITRR agreements, bills and bonds sold under repurchase
e e . S agreements , due to CBC & banks, accounts payable and
T IRIZE 7R ~ WA R B JRAT B[] 2 il funds borrowed from CBC and other banks.

B o

2. Market prices for bills and securities purchased and

2. B AR RS G RIARE N S EE ) o ) - .
ong-term investments are used as the fair values for these
FIERE - HI LA TS Ers A EE - & instruments where available or other financial information
1 T B M T 22 22 0% » IR A #5 ek Eifth is used to estimate the fair value.
ﬁéﬂ{$§+ﬁ$1g{ﬁ ° 3. Bills purchased, discounts & Loans, deposits, remittances
3. ERERGIR FGR ~ TR B EFR B A <2t and Financial bonds payable are interest-bearing assets

P X b e and liabilities. In the majority of the cases. Therefore, the
{4 DR 25 L 22 o8 S B 5 10 > L Hony
book values of these instruments are close to the

% e (B 1 B2 H Al 2 2 P EEAHT © approximation of their fair values.

29 SHHA (3 F B ~ i mbe ~ VBN R ~ (R 2 AR S i R b S % R LR 2 T R B A - DA S R 2R
b 2 IRBE IS -
Management Policy and Practice of Credit Risk, Market Risk, Liquidity Risk, Operational & Legal Risk; also, the
Exposure of Major Risks
(1) 12 F JA\Fi Credit Risk
A B FRE E 5YE Loans Quality
B i B® A % ; Unit : NT$ thousand,%

2005.12.31 2004.12.31
s pGT Non-performing loans 1,709,887 1,676,544
e Overdue accounts 1,576,308 1,676,544
AR Ratio of Non-peforming loans 1.67 1.60
i T e Bk Loans subject to observation A3 FI(33) No applicable. 736,229
JIE T 82 B3k o5 SR L 45 Loans subject to observation as a percentage of total loans A3 FI(343) No applicable. 0.70
B 1| ek i M 2hiE 2k HE {5 Reserve for loans & overdue accounts 954,535 802,035

#E(Note) : 1. 94.6.30 pif iZ 8 W) 3R AR AR 55783 2. 16 = HA il 55832292834 5 1 M M i (iR86.12.1 = HA Wil 55866565464 B IR F A2 -2 71] i 81 )
TR a2 -
94.7.11% Z BB SR AR ARWA B 8R93. 1.6 ARl (—) 1" 580928011826 5% 1y #l x2 2 71| ey A Sk 2 4
Non-performing loans before June 30, 2005 are the amount of non-performing loans reported in accordance with the requirement
of the Ministry of Finance Tai-tsai-jung No. 832292834 Letter dated February 16, 1994 and the Ministry of Finance Tai-tsai-jung
No. 866565464 Letter dated December 1, 1997.
Non-performing loans after July 1, 2005 are the amount of non-performing loans reported in accordance with the requirement of
the Ministry of Finance Tai-tsai-jung (1) No.0928011826 Order dated January 6, 2004.

2 BLA = A (R + R
Ratio of NPL = Non-performing loans / (Total loans + Overdue accounts )

3. & T SR AR 6 T 5594.6.30 LLR A% o Fe 105 A Ik s = W (B AR PSR~ H ik 4 2 A s ) = H ik
SRR 3 =AW (A PR~ LSBT Jd Sann o S 1 3R 2 CRLES 17533 20 PR ek ~ U8 (5 17 R B U e R 4T
BR oA IRk ~ 921 8 SRS R R AE 27 ~ JEIR N L W o 20 BU R B A S B SR S D3R4 -

The loan subject to observation means for the mid-term and long-term loans that are 3 months to 6 months overdue; other loans
that with the principal less than three months overdue but with interest 3 months to 6 months overdue; overdue accounts that are
exempted from reporting (including installment payment negotiated, settlement with trust insurance fund and with sufficient
amount of time deposit or deposit reserve for the loans, 921 earthquake loan extension, collateral auctioned and with proceeds

ready for distribution, and other specially granted exemptions).

= IR 1T
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B.#Z{Z@ & Concentration of Loans

By B &%t % : Unit ;: NTS$ thousand %
2005.12.31 2004.12.31
R EIH R ARG R 394352 380,786
Loans amount to the related party
AR A b4 036 0%
Loans ratio of the related party
RAERREILAR 0.76 0.69
Loans ratio of the stock mortgaged
PENERGEMLGRNERG RS RRE L AZI=D 17y L el LA
Concentration of loans to specific industry (the ratios of the "loans to the Classification % Classification %
specific industry" to the total loans — the top three ratios) A 3321% A 30.47%
Individuals Individuals
T 8 2191%  Buii i 29.73%
Government organizations Government organizations
g 1676%  #iE3 15.67%
Manufacturers Manufacturers
#:(Note) :
— ~ B RRIDLS R ~ BGRB AR ~ FEIUR AR S O B M R 3 O

Total losns including bills purchased, loans, discounts, acceptances receivable and guarantees receivable.
L FISEBR AR B A = HRIE R AR E R8T/ 1R E 0T -
Loans ratio of the related party = Loans amount to the related party / Total loans.
= R E A = ALK EEERNZRE R /R ER -
Loans ratio of the stock mortgaged = Loans amount that is with the collateral of stock / Total loans.

CHGER ~ UG % B R HE IR R 2 BOR
an 2 F IR B S At HOR 2 AR A -

D. B & 7 B ERIME AR Z 5/l i
AT AR ERR - #0H KBRS
A BUE BRI EERR R Pt 8RS
L.4T% 2 16% o A 2w fe it PR3 Bl %%
EEMREREFHE =8EIT & > £1
HIE MRS A IRF ] o

C.Reserve Policy for Loans, Overdue Accounts & Investment
Loss :
please refer to notes 2 "SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES".

D Financial Instruments with Off-Balance Sheet Credit Risks

The Bank has a substantial sum of credit

commitments pertaining to loans granted to customers.
Interest rates on loans are between 1.47% and 16%, except
otherwise separately negotiated. The Bank also provides
guarantees and issues a letter of credit to guarantee the
performance of customers' obligations to third parties. The
maturity dates of these guarantees are not concentrated in
one specific period.

AL F9AE12 A31 H BE 2 B {ERIME RS < SRl re A i S8

The contract amounts of financial instruments with off-balance sheet credit risks as of December 31, 2005

are as follows

2005.12.31
EE ¢l Loan commitments $7.748 556
RERMEGEMR  Guaranteesand L/ C 6,698,550



it < 7 72 1S 52 B A A A R
i » I &G REI A R AR AR
B JREIR ARG TR SRR SF 58 -
AR IS HE [ C A 28 ELIE PR Shak KA IR 52
A ERF - {5 AR S50 B S <8
FHTE - JRBNLL R E AT RESE A 2 e KHAK -

1

F?r}

AATHE R B FOREE ~ PR3 R Br e Re 2
(SR » BFIERAS ZERFAE - T2
TR £ (148 (5 BIGRZ il » SRR E RIS
FRF EOR R QLU E 2B 0RA o 55 BGRIREE K
B 353 IR Flr ORI 2 IE (R Sl H R T 8)
B~ 78 GEESFRHMMES -
i FOBKIIF - ARG DL Zm T
ELAEROR BUAT (L fth Y OR 2 R - LAGRIR(E
fE

it

[GE A EERE S ZE EEa PN E -l SN
» BURRLE Sh A B S ABERTE T 0 (HAZ
AL BRI S - H B A L2 R R

\

>
>

SR
B o (i HE T O L BE T ARG B AR

BT SRR - FEE A (3 ] B Bl i B
CRZAG L » AT S mhg h 28 2 =
TR ZARASH1E R RE S - HO4 4
12 A31 H &3 F12 A31 H ZZ(Z8R%H B A
{5 MY BRBH Z LL G157 1l £323.787,6521F ot 3
23% > J¢32.988.,542{F T 3 32% - I = L
IR R 17 S F IR A LR » H94F12 A
31 H k9312 H31 H .2 173K 8k 5 77 1l 55
12,909,519 fF 71 510,150,558 {F-JT. > A3 E] 3%
R E T BUR 21243 A A (S F b 2 AT BE
TR ©

The total contract amount does not necessarily represent
future cash outflows as the majority of the aforementioned
commitments are not expected to be utilized upon maturity.
This means that the amount of future cash requirements is
less than the contract amount. Assuming that the credit has
been fully utilized and the value of the collateral or other
guarantee is impaired, the credit risk is essentially the
contract amount, which represents the maximum possible

loss that may be suffered by the Bank.

The Bank evaluates the credit worthiness of each credit
application strictly prior to granting a loan, guarantee or
issuing a letter of credit. The Bank has a policy in place
which may require appropriate forms of collateral from
customers depending on the credit status of each customer
prior to disbursing the funds. Collateral provided for loans
and a letter of credit are often in the form of real estate, cash,
inventory, marketable securities or other assets. The Bank
reserves the right to dispose the collateral in the event of

customer default in order to secure its credit.

E.Information Regarding Concentration of Credit Risks

The concentration of credit risks exists when
financial instruments are significantly exposed to a single
customer or a group of counterparties that engage in
similar business activities of a similar economic nature,
making the inability to fulfill their contractual obligation
during an economic downturn or other similar situations.
Only the financial instrument transaction, which the Bank
undertakes with the Kaohsiung City Goverment, have the
concentration of credit risks. As of December 31, 2005 and
2004, the balance of loans to the Kaohsiung City
Government aggregated to NT$ 23,787,652 thousand and
NT$ 32,988,542 thousand, respectively, representing 23%
and 32% of the total outstanding loans of the Bank,
respectively. The Kaohsiung City Government has
deposits at the Bank totaling NT$ 12,909,519 thousand
and NT$ 10,150,558 thousand as of December 31, 2005
and 2004, respectively. The Bank is of the opinion that the
level of credit risk associated with loans to the Kaohsiung

City Government is extremely low.

= IR 1T
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(2) iit5 JA i Market Risk
A5 7 P L L B 1 2 7 A R i R

Average Balance & Interest Rate of Interest-Earning Assets & Liabilities ) )
B BT or 0 % : Unit ; NT$ thousand, %

2005.01.01~2005.12.31 2004.01.01~2004.12.31
FE EARIPE L1 FEARIPE
Average Balance ~ Average Interest Average Balance ~ Average Interest
Rate Rate

ZR8E
Interest-earning assets
TRy 5,258,707 1.09 15,618,606 1.06
Due from CBC
B AR — A AL ~ FE A 1,306,245 136 204,128 112
Bills purchased —bills against acceptance, commercial papers
fi & ol s B 8,251,065 1.33 567,553 1.09
Bills and bonds purchased under resale agreements
HAYR—ER 12,079,123 3.89 10,914,823 326
Bills purchased —bonds
TR TIRI 2 2,755,855 1.88 4,166 814 124
Due from banks
T WA R Bk 101,229,767 296 111,452,886 287
Bills purchased, discounts & loans
it Q&
Interest-earning liabilities
IRITRZETE K 18,954,436 230 20,995,368 1.56
Due to banks
fi B EEREE 677,356 1.05 1,051,095 0.89
Bills and bonds sold under repurchase agreements
NIETER 10,616,074 0.61 8,810,801 0.62
Treasury deposits
R 42,768,923 0.69 39,694,064 0.66
Demand deposits
TR 59,978,671 151 62,911,995 125
Time deposits
N R 549,112 1.00 1,751,608 0.90
Negotiable certificate of deposits
TE£T B fE 7 1,761,363 325 2,735,260 326
Financial bonds payable
BT REIZEBE 2,130,612 3.19 3333438 142

Funds borrowed from CBC and other banks

B FI|Z8 i@ 1k & 37\ Interest-Rate Sensitive Information
By / Unit : %

2005.12.31 2004.12.31
FIl A Bk 2 i BEE (L 48 The ratio of interest-rate sensitive assets & liabilities 100.58 104.51
FI AR B | B R L 4 The ratio of interest-rate sensitive gap & shareholder' equity 57217 54.06
i (note)

— ~ AU A S L AR A I S s A 2 R A Bl B 2 /R A R AT L1 -
The interest-rate sensitive assets & liabilities means for the profitable assets and interest liabilities are with the income and / or cost
affected by interest rate.
U FASBURMEE A OB LA = FASBURIEE Ag + FIASBURE 18 (J8 — & I s R A BU V& A SR A BUEE 118D -
The ratio of interest-rate sensitive assets & liabilities =Interest-rate sensitive assets / Interest-rate sensitive liabilities
=~ FIABUEIERR O = FIABURYEE A - FIABURYE D (RIABUR R O fE R ) -
Interest-rate sensitive gap (Total gap)=Interest-rate sensitive assets — Interest-rate sensitive liabilities



C. FHH R ER {3, Major Foreign Currencies' Position
B o 9P T /BB BT + Unit @ Foreign Cunrency Thousand / NT$ Thousand

2005.12.31 2004.12.31

)& % Original currency G ENTS J§ # Original currency 0BG WENTS
LUSD 3831 125,803 L.USD 8,113 257,138
2.GBP 128 7,258 2.8SEK 2593 12,316
3SEK 1037 4263 3.8GD 131 2,532
4.CHF 148 3,697 4.CHF 87 2431
5.CAD 131 3,686 5.CAD 74 1,956

(3) Vi By A Liquidity Risk
A JERFIBE /7 Profitability BE{\ / Unit :%
2005.12.31 2004.12.31

e G Return on total assets 034 0.36

bt e i A Return on equity 497 5.37

M A Net profit margin 9.12 9.37

#:(Note) :

— BRI = B IR + 4
Return on total assets = Income before income tax / Average total assets
L PRI A = BATRE + Ak

Return on equity = Income before income tax / Average net equity

= i@ = RREE - BRKE

Net profit margin = Net income + Total operating revenue
U~ BRI B&E (RIS F — H R EXTRE &M

Income before income tax (net income) means for the net income / loss amount accumulated from January of the year to the said quarter.

B. &7 K & (& 225>t Maturity Analysis of the Bank's Assets & Liabilities

B{ : & %5 5 Unit ; NTS$ Thousand

AR MIRERE ik
AN it Amount of the Residual Period from Expiration Date
Item Total 0F30 % 31 F %90 R 91 K180 K IBLEE 4 L
0-30 days 31-90 days 91-180 days 181 days-1 year Over 1 year
f V‘i 142,112,013 54804412 6,751,205 4,794 380 10,667,044 65,094,972
sse
B
o 139,060,506 26,031,190 22,162,436 27,711,982 42,153,570 21,001,328
Liability
11
ap 3,051,507 28,773,222 (15411,231) (22917,602 ) (31,486,526) 44,093,644
SRR |
Accumulated 3,051,507 28,773,222 13,361,991 (9,555,611 ) (41,042,137) 3,051,507
gap

A AR AT R P SRR ST A D 2

The statement shows only the amount in New Taiwan Dollars (without the amount in foreign currency) of the Head Office and domestic

business units.

= IR 1T
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(4) VEZE Ja\ s B 125132 @\ Operational Risk & Legal Risk
FIRECH A Special Notes BE i i & o0+ % 5 Unit : NTS Thousand, %

E Ml K44 Subject & amount
(R ERNER - FAY R ARRRRE » i UX BEX X R FER)
(Please state the case briefly and the name of the individual or organization
involved should be addressed as "Mr./ Ms." or "XX Co".)

wAT KB E AR N R R R R B e
Indictment by prosecutors against the responsible person or staff members for | none
unlawful practices over the past year

R BSERCR TR R LA R e
Penalty fine imposed because of violation of Banking Laws over the past year none
BT E SRR R PRIIE # f

Stiff rectification imposed by the Ministry of Finance because of defects in | none
business operation:

Wil CERWARSE BAMBRGLRVER DAL 2iEd | o

%%ﬁ?%ﬁj ZRRHHEEE 2R HEKHI S EREARELT | none
7[: o

The major occasional frauds, contingencies or security accidents resulting

from the Bank's failure in to abide by security instructions of financial

institutions, or the incidents which resulted in loss over NT$ 50 million over

the past years

Hfth e
Others none
B)EAHEE M Capital Adequacy BE{7/ Unit : %
2005.12.31 2004.12.31
BEHAARIL4(Z)  Capital adequacy ratio 10.93 11.73
B{EGREILA Liabilities as a percentage of equity 1,374.86 1375.04

M AEEELA = AEEE - MEBVEE A FTHLARRETRE P |- PU MR BER02- 129 @i 9 3 Ol /AO——7575
SBER THUT B A EEVEE ARE ) ARt Rz b AL
Capital adequacy ratio = Capital base / Risk weighted assets. The ratio is calculated in accordance with the requirements of the Banking
Act of the Republic of China Article 44 and the Ministry of Finance Tai-tsai-jung (I) No. 0928011668 Letter dated December 9, 2003 for
"Regulations for the Bank Capital Adequacy Management".

30.Z3FRINEA 75 21, 30. SEGMENT INFORMATION
e S T e (1) Operations in Different Industries
Cij[ 2 2
(DA ”/{L’ ny e I The Bank engages in businesses prescribed by
BERAT B RS SRAT IR B3 R e 2 2 Article 3 of the Banking Law, which primarily include
¥ FEAFEIEER ~ R ~ 53 S SNETR S ~ accepting deposits, extending loans, providing guaran-

tee, foreign exchange transactions, accepting savings
deposits and trust business. The Bank operates princi-

FH& SRS 2ERs - RIBH — A -

QHFERIE A ¢ - pally in one industry.
BT EEA - o (2) Operations in Different Geographic Areas : none.
DHEZEFEN 8; E:;E?:;;iiig (lir/}zjor Customers
94 FY 2005
% 5 Customers 448 (k) Amount (Note) 1% 3 A B 77 It Percentage of Operating Revenue
E B Kaohsiung City Government $ 698,372 16.33%

934g fF FY 2004

% 5 Customers 448 (31) Amount (Note) % 2500 A B /7 Lt Percentage of Operating Revenue
FHEmP ) Kaohsiung City Government $ 1047437 24.98%

#:(Note): {%F| i1 e F4H T A o Interest revenue and fee income.
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Audited Consolidated Financial Statements for FY 2005
(—) &itEEa/lR

Consolidated Balance Sheets

& HER AT IR B TR 7 BANK OF KAOHSIUNG CO.,LTD.
L% E % CONSOLIDATED BALANCE SHEETS
E@94F12 A31H DECEMBER 31,2005
B BB ™5 5 Unit : NT$ Thousand
B BERRNER
ASSETS 2005.12.31 LIABILITIES & STOCKHOLDERS' EQUITY A
e iR fiik & o R iR ik & %
A/C No Account Note Amount A/C No Account Note Amount
100 BoRENHE 4 $ 11,755,220 767 2110 YAT RERATIT S TE 3K $ 17,024,083 1111
Cash & cash equivalents Due to CBC & banks
110 fERCIAT RBRITIN 5 7,498,940 489 2140 [ ANE ¢ 12 3,532,721 230
Due from CBC & banks Payables
1130 B ASNSREBEEH 26 12,602,841 822 2105 ME MG LS aE 466,765 031
Bills & securities purchased-net Bill and bound sold under
repurchase agreements
1140 I R 27 904,160 059 2250 il 52426 003
Accounts receivable-net Accounts collected in advance
1220 WHEM{FLsRE 2 12,159 460 793 2300 TEsk Rk 13 117,787,538 76.82
Bill and bounds purchased under Deposits & remittances
resale agreements
13XX BB R v 28 101,525 402 6621  24XX YT R TR 2,400,195 157
Bills purchased, discounts & loans Funds borrowed from CBC & other
banks
L lges 2370 e SalE S 14 1,220,000 0.80
Long-term investments Financial bonds payable
144101 R¥ER L2 KBRS $63454 004 2517 HE = 216 114227 0.07
Equity method Pension payable
144102 BRRATEZ K IWGE 1,294,665 084  28XX Tt &E 215 328,739 021
Cost method Other liabilities
444 BIHERLE 1,775 460 116 2XXX afayil $142926694 9322
Long-term bonds investments Total liabilities
1457 LKA 00211033 Wi
Other long-term investments Stockholders' equity
XX R IEE 1l 29 $3,633,790 237 3101 1 ES 17 $5034.238 328
Long-term investments Capital
|62 & A 3200 GANE $2,542,403 166
Property & equipment cost Capital Reserve
1501 |3 1,231,286 0.80 AR
Land Retained earnings
1521 PR R 1,153,807 075 3301 /N $2,139,520 140
Buildings Legal reserve
1531 B b i 577432 038 3302 Feml Nk 210,065 0.14
Machinery & equipment Special reserve
1541 B R 39281 003 3310 RATCRE 18 471,561 030
Transportation equipment Unappropriated earnings
1551 A IE e 104,758 007 33XX {RERE B/ 2 $2.821.146 1.84
Miscellaneous equipment Total stockholders' equity
1553 Jish=t 4] 180456 012 3XXX TG $10397.787 678
Leasehold improvement Total stockholders' equity
15X1 B $3,287,020 215
Total cost
15X2 W BEITE (915,779) (0.60)
Less : accumulated depreciation
1570 K58 LR R THE b 2,039 0.00
Construction in progress &
ordering machine parts
15XX 6] B el 2.10 $2,373,280 155
Property, plant & equipment-net
18XX LA 2.11 $871,388 0.57
Other assets
IXXX HER $153324481 10000 BRI G , $153304481 10000
Total assets Total liabilities & stockholders' equity
(G2 BT B (s 7 31 6T B T IO 82 H27 M & Ml & RIM B A0 )
The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27, 2006.
o'
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(=) &ftiBma®
Consolidated Income Statements

AT I A AT BANK OF KAOHSIUNG CO..LTD.
2{fHg7% CONSOLIDATED INCOME STATEMENTS
RED4FI E1 HFI12H31 H FOR THE YEARS ENDED DECEMBER 31, 2005

B 3BT 5t : Unit : NT$ Thousand

AIC No Item Note Amount %
BENA
Operating revenue
4501 BB 2 $3,230,304 7507
Interest income
4516 FRENA 2 320,604 745
Commission & service fees
4531 B SR a3 2 689,638 16.03
Gain on trading bills & securities-net
4532 PRI BT 25 M i 9 500 001
Gain on equity method investments
4534 A IR 2 27,792 0.65
Gain On foreign exchange-net
4609 HAhEE g R 33,886 079
Other operating revenue
4100 B ' $4302,724 100.00
Total operating revenue
HWEEN
Operating expenses
5501 = $1,847.402 4294
Interest expenses
5516 EEEE N 40,752 0.95
Commission & service expenses
5535 &I 2 25,707 0.60
Provisions expenses
5811 YHEEHBD 1,628,922 37.86
Selling & administrative expenses
5830 Hitgzgiag 13,091 0.30
Other operating expenses
2EAN $3,555874 82.63
Operating expenses
6100 e 746 850 1735
Operating income
4999 Bri A RS 10,428 024
Non-operating revenue
HENVER Rk
Non-operating expenses
5927 REIPS 23 $ 152812 355
Impairment loss
5929 HER 85,896 2.00
Miscellaneous expenses
5999 B ‘;-g%%ﬂ} REES 238,708 5.55
Non-operating expenses
6300 idigeizdl] $518,570 12.04
Net income before tax
6400 FRigk (BH) Fla 220 (127.871) 297)
Income tax expense
6900 GRS $390,699 9.07
Consolidated total profit / loss
6901 phRllReiz b $390.488 9.07
Consolidated net profit/loss
6902 b BB R4 $211 0.00

Minor equity profit/loss

g After tax

7000 EEFRAMD 21 $0.78
Basic earnings per common share (NT$)

(72 BRI (s @ 2 60 685 AT IBIOS 422 H2T [ MR & B I A5 2 )

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27, 2006.
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Consolidated Statements of Cash Flow

EHERITR A RN T BANK OF KAOHSIUNG CO.LTD.
S 4mEFR CONSOLIDATED STATEMENTS OF CASH FLOWS
RHE9F1H1HZ12A31H FOR THE YEARS ENDED DECEMBER 31,2005

BN BT AW 50 ; Unit : NT$ Thousand

Item 2005.01.01-2005.12.31

BRES T
Zf!‘H«JW
RN

IrEREBHRER

B Rk

[l nwaiked gl

(e G ik BRI B F

RIWER LB R EEH

A

Ul 2 itz AR
WA EEE (Fla) 8%
WG E (Fla) 8%

FHNKIETJE/MWULD

BRLATRREE (8 Wb

[:.HaJ\IF!iﬁUU(UUJ)

TR IR A (D)

b i‘i A (HIR) MG

BRI R ACR )

BT PG

B B R BGRB8 D

TRRAT &ﬁi [T ORI

bt IR

E/\m%& % Em) Wb
MIEMEESLE (8 WD
HH 18 2

i TL i A e

b1 é;é‘

Kba g CHm) Wb

#E T@JZ«J‘H&I(J‘E/\((J"LH’D
WET%ZWIﬁm
YAT R BRAT I S FE RSB A
DEMREE (W)
MELEESAE
TER R I8 MUY
YAT R 3R S8 D)
ERMEFE NG
T B FE AR
HEHF
e
FLL#CH]
AEIEE 2R B R A
TRAGRIFABEH
A ST BRI T B S A i) B
IR ERAIT R B or
AR & R T G 8 e

SR L
RUETRLE (£ AFAR(LHE
R

A BB B T2 E R E TG
|6 5 AT T

Cash flows from operating activities

Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by operating activities
Depreciation & amortization
Loss on asset impairment
Cash dividends by equity method
Recognized investment gain by equity method
Long-term bond investment premium amortization
Provisions for credit losses
Recovered charge-off bad debt
Loss (gain) on disposal of property and equipment
Loss (gain) on disposal of other assets
Decrease (increase) in accounts receivable
Decrease(increase) on deferred income tax assets
Increase (decrease) in accounts payable
Increase (decrease) in advance receivable
(Net loss) net profit of minor equity

$390,488

119,095
152,812
3,000
(500)
12,103
46,561
301,407
3,718
59,140
132,303
17,675
(783,856)
12,904
211

Net cash provided by / (used in) operating activities

$ 467,561

Cash flows from investing activities
Decrease (increase) in bills purchased, discounts & loans
Decrease (increase) in due from CBC & banks
Increase in long-term investments
Decrease (increase) in bonds & securities purchased
Decrease (increase) in bills and bonds purchased under resale agreements
Porceeds from disposal of property, plant & equipment
Porceeds from disposal of other assets
Acquisition of property, plant & equipment
Decrease (increase) in other assets

$
1

2,000,052
7.177210

(1019,623)

(572,701)

(11,744,358)

208
117,890
(36,960)
141437

Net cash provided by / (used in) investing activities

$

6,063,155

Cash flows from financing activities
Increase (decrease) in due to CBC & banks
Increase (decrease) in Minor equity
Increase (decrease) in bills and bonds sold under repurchase agreements
Increase (decrease) in deposits & remittances
Increase (decrease) in funds borrowed from CBC & other banks
Increase (decrease) in financial bonds payable
Increase (decrease) in other liabilities
Cash dividends
Directors & Supervisors' remunerations
Employees' bonus

($996,627)

(2,600)
(425,061)
4333013
121,840
(715,000)
(91938)
(251,712)
(5.593)
(22375)

Net cash (used in) / provided by financing activities

$

1,943.947

Effects firstly included by subsidiaries

$36444

Net increase (decrease) in cash & cash equivalents
Balance of cash & cash equivalents at the beginning of year

$

9,111,107
2,644,113

Balance of cash & cash equivalents at the end of year

$1

1,755,220

Supplemenlary disclosures of cash flow information
Interest paid during the period excluding interest capitalized

$

1.803.884

Income tax paid during the period

$82478

Investment and financing activities that do not affect cash flow
Fixed assets transferred to other assets

$ 71,024

(FH2BARE AL (s @ FL AT 5T RS2 H2T T MR & R I R 03k )

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27,2006.
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Consolidated Statements of Changes in Stockholders' Equity

T TR B4 F  BANK OF KAOHSIUNG CO..LTD.
OURBGRIEASEA  CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
94 &1 /1 [[%944£12 131 [] FOR THE YEARS ENDED DECEMBER 31,2005

B BB M F 50 5 Unit : NTS Thousand

R B
Retained Earnings
g AT
] T HEH IO N AL
Item Common Stock Capital Reserve Legal Reserve Special Reserve pprop
Earnings

94.1.164%8 $5034,238 $ 2,542,403 $2,021,614 $210,065 $ 478,659
Balance, January 1, 2005
QR R
Appropriation & distribution of earnings

RINEE N R - - 117,906 (117,906 )

Provision for legal reserve

il - - - — (251,712

Cash dividends

HEEHS - - — — (5593 )

Directors & Supervisors' remunerations

ALATH - - - - (22375)

Employees' bonus
[ liRezie= - - - — 390,488
Consolidated Net income
OHI2IIE $5,034,238 $ 2,542,403 $2,139,520 $210,065 $ 471,561

Balance, December 31, 2005

(72 BRI (s 2 6 65 T IR0 442 H27 WL & RIS 240 aE )

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chien Hsing' report dated February 27, 2006.

s
B LRk A - @A L RRR gaﬁ
EPTE .=§L ]

7~ 2005 4 Bl ZE2006 43 H 1L AT R Bl (R 1 3 8 A L B AR IR TS 55 - fag

Financial Difficulties that Occurred to the Bank of Kaohsiung and the Related Parties for FY
2005 & up to March 2006 : None.
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EA R E EIEEIR

-~ RS AR 53 #F Analyses of Financial Position

BAT : A E T s Unit : NT$ Million
SEE Tem 7 L Ve 2005/12/31 2004/12/31 CO{EQ%H Cof;m*son

B Assets
RERAVEIE ~ TERR{TRSRITIRZE  Cash & cash equivalents, Due from CBC & banks 19,254 27,920 (8,666) (31.04) 1)
HAZESRKRERFE  Bills & securities purchased —net 12,603 12,030 573 4.76
I ~ QLB RGP Bills purchased, discounts & loans 101,526 103,852 (2,326) (2.24)
JEGR RIS Accounts receivable 904 1,038 (134) (12.91)
S Rl E AR E Bills and bonds purchased under resale agreements 12,160 415 11,745 2,830.12 G2y
FIRE Long-term investments 3,662 2,663 999 3751 @3
] & A Property, plant & equipment —net 2,373 2,514 (141) (5.61)
Hith#& AR Other assets —net 871 1,306 (435) (33.31) qtay
B RS Total Assets 153,353 151,738 1,615 1.06
= Liabilities
RATRIUTIRIZEFZ Due to CBC & banks 17,024 18,021 (997) (5.53)
JET R IE Accounts payable 3,530 4317 (787) (18.23)
Wi E Bl (2 4R E 1 Bills and bonds sold under repurchase agreements 467 892 (425) (47.65) Gts)
TR Accounts collected in advance 52 40 12 30.00 Gte)
TERK K Deposits & remittances 117,819 113,455 4,364 3.85
ESRAEES T Financing activities with CBC & banks 2,400 2,278 122 5.36
JE(T S:RbfEZR Financial bonds payable 1,220 1,935 (715) (36.95) Gt
JlEEHRIKE AR Pension payable 114 90 24 26.67 ks
Hith & fH Other liabilities 329 424 (95) (22.41) o)
=Uriok Total Liabilities 142,955 141,451 1,504 1.06
S B Stockholders' Equity
[EZN Capital 5,034 5,034 0 0
BANTE Capital reserve 2,543 2,543 0 0
(RET BT Retained earnings 2,821 2,710 111 4.10
s SRR R R Total Stockholders' Equity 10,398 10,287 111 1.08

u:

\DOO\]G\U\-P-UJN»—M:E

77 -
AL -

and with a difference in amount of NT$ 10 million or more), and major reasons for change :

. Caused by increase of purchased time deposit and recall of matured time deposits of CBC.
. Caused by additional purchase of RS bills and bonds.
. Caused by additional purchase of long-term bond investment.

o ROA 2 E A DER RS/ ERMEIHEE (AR EE20% L 1 - W28 sateiie® TEcd) SEEER -
- EEARE A HITERE N - Rl LB kAT W T B T o
- EBE R A I MU B R L 7R -

- EERRINE R AN IR BB o

- EERIRI IS G A N R TE A ARIR AT -

- EREGR A TR B 0T 2277 5 B b i -

- EERFRE PRI RET MO T i -

- REAREGE U BB 2R E R o

- EER RS SR AR
- AR EE A SR O < R A T R ek

Note : Major changes in assets, liabilities, and stockholders' equity during the past two years (with a difference between the years of 20% or more,

. Caused by loss on disposal of non-operating assets and recognized assets impairment.

. Caused by decrease of RP bond transactions.

. Caused by increase in guarantee commission received in advance and credit card consumption recevied in advance.
. Caused by repayment of matured financial bonds.

. Caused by recognizing retirement pension subject to actuary's report.

. Caused by decrease in funds for loan and reserve.

O 00N AN Wb WN =



— ~ REE RS HT Analyses of Results of Operation

BT - FrAEMEEIT 5 Unit @ NTS$ Million

B Year 2005/01/01- 2004/01/01- Coﬁﬁf@n Coﬁ?ﬁon
SHEHE Ttem 2005/12/31 2004/12/31 Amount o

CESIN Operating revenue 4278 4,192 36 2.05
BEEH Operating expenses 3,535 3,625 (90) (2.48)
BN G Operating gain 742 567 175 30.86 ¢k
BRI B A & Non-Operating income and gain 10 3 7 233.33 ¢
EE2IN-GiEVS Non-operating expenses and loss (239) (22) (217) (986.36) it3)
Mt S ERFIRTATIR R Net profit before tax from continuing operation department 514 548 (34) (6.20)
FriseEm (FlE) Income tax expenses (gain) 124 155 @31 (20.00) G4
Mt £ EIRI%IF R Net profit after tax from continuing operation department 390 393 3) (0.76)

i s By E) AT
I EBEFRR IR D& FHR T _L AR DR -
2. EEARRYNC G Bl 2 S5 AT nfr £ -
3. EEARAHNE SR8 A AR A R ERTE AR R S -
4. AR« CRIRBE R L kD T 8 o
Note : Analyes of changes :
1. Caused by decrease in provision for loan loss provided in the current period compared with that of the previous period.
2. Caused by increase in incentive income for IC cards in the current period.
3. Caused by loss on disposal of non-operating assets and recognized assets impairment in the current period.
4. Caused by decrease of net profit before tax.

= ~ &R A 54T Analyes of Cash Flows
(—) Eil2HE E Bl 4747 Liquidity Analyses for the Past Two Years

B {y Unit : %

. b
il i@% 2005 2004 cﬁﬁriébn
Item %
&g b4 Cash flow ratio (% ) 224 13.37 (83.25)
W &g R E L4 Cash flow adequacy ratio (% ) 60.75 159.55 (61.92)
WA LLA  Cashreinvestment ratio (% ) 0.70 1045 (93.30)

G s By IR E) S AT R
L SRR A« RS AR A B ) BRI B 2 £k L e > (088 20T B 43 i o R L k) o
2B SCE LA ¢ EL TR e R SR E AR L AL .
3B DR A A« [all e - 8D E R AR B -
Note : Analyes of changes :
1.Cash flow ratio: due to decrease in the loan payable to the competent authority for public housing in the current period compared with that of
the previous period that caused the decrease in the cash flow from operating activities compared with that of the previous period.
2.Cash flow sufficiency ratio: as stated in Paragraph 1, the cash flow sufficiency ratio decreases compared with that of the previous period.
3.Cash reinvestment ratio: as stated in Paragraph 1, the cash reinvestment ratio decreases compared with that of the previous period.

() REAVEFEIH L wid) 487 Cash Liquidity Analyses for The Next Year
By BB E %5 Unit : NT$ Million

HIBlaerE (1)

RENEEEEIMTH
BHAGHE 2)

ZERGH TR (3)

FRHBGRER (P) B

BLG A5 i R

Remedial Measures

Cash at Beginning of ; Used Cash in Investing f)+Q2) -06) - R
the Year Net Cash Provided (Used) Activities Cash Surplus (Deficit YA S 3B
by Operating Activities Investment Planning Planning

11,755 7,253 16,361 2,647 = =

LSS 1 S5 REBR D O3 AT -

(DG E) « TGN B SR R AE R E IO i -
TN SRR R 0 ~ 5 E B H DRl AL KT 0B 18] AT SR s
2. FHA S A R B AR B R R BV S0 A

@ FEHRER R

(OF 9=y -l I I
(2) U G+ &1 < A

1. Analysis on change of cash flow in the current year:

(1)Operating activities: due to decrease in RS notes and bonds investment

(2)Cash outflow: due to increase in estimated loans, increase in Held-to-Maturity financial assets and decrease in the inter-bank deposits
2.Correction action for deficit in cash and liquidity analysis:
(DInvesting plans: none

(2)Financing plans: none

= IR 1T
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PY ~ 2005 4 )& 8 KB A S H B 5 5885 L S 8
The Influence of Major Capital Expenditures on Financial Operations in FY 2005
(—) ERERHZERE K& &2k -
Utilization of material capital expenditure and source of funds:
BN BT A% E S s Unit : NTS$ Million

HAAE i n ARER P
X (T GE L0 fii 6 H 848 Utllzation of Fund
Capital Expenditure Source of Fund Projected Completion Fund Needed
Project Date 2005 &£ 1 2006 2 2007 £ f5
T4 KR e
c tﬂﬂié%*ﬁ{ - BH 44 2006.12. 85 2 83 _
onstruction project
for bank buildings and ol
voucher warehouses

(=) THATAIBEAEA N4
LM INAR S5 IREL - his@mtFEES) -
2.9 WUt R T R 2R R RAR R MR MR AR ) -
Estimated Potential Effects
1.Increase in service location and enhancement of competitive strength

2 .Release city branches the pressure to store account books, vouchers and statements.

F ~ 2005 R E BOGR ~ HIERIEEIH EEIFER ~ /BT BROCRK —FEREE -
The Reason of Gain / Loss of Transfer Investment Policy in FY 2005, Corrective Action, and
Investment Plan for the Next Year

(—) 2005 FEEHELEEHRE AR —FEHES
= . Plan for the Next Year
AATHGRF R - TR BB BOR T
m oo RREE S - IR EM S A

The Transfer Investment Policy in FY 2005, and Investment

The bank will continuously observe and understand the
development trend of the market in accordance with active

and stable investment policies, and proceed with trans-

13675 - BIERBRTEE - & HEFPMR
ARG a1 - FAE AR R A AT
BH -

(=) B2 R E FEERNER

investment insofar as it is permitted by law upon appraisal of
the cost benefit subject to the needs for the development of

the bank's business and the whole industry.

The gain on the Transfer Investment in the Last Two Years

B () B EE T Unit : NTS$ Million

E1 FY | 448 Amount JEF| %5 Source
2005 i 4 B%F1| Cash Dividends
2004 B 4 Jifl Cash Dividends

= I IR 17



75~ JEBSE S S IE 2 25 The Evaluation of Risk Management

(—) JE\ B & P A 5 2 K B F 5K Organization Structure & Policy of Risk Management

1. A E A ZERE Organization structure

#HEE Board of Directors

#HZEF Chairman of the Board

(R E )

(The supreme decision - making supervisory management)

HEKCH President

FI#EREH Exec. Vice Presiden

HFEN% Chief Auditor

HRGER
Board of Directors / Auditing

Dept.

(A EBEE D)
(Examine the effectiveness of
risk management.)

Business Management Dept.( Risk Management Section)

BEABENEZEY

Assets / Liabilities Management Committee

EHHEBZRA S

Relevant Business Committee

FE R (R E R

(RREFBR Y B ZR]E  Sehyis - st - Bopk

FIER)

(The stipulation of the risk management policy and
objective to summarize, measure, and control risks)

& 3B E B o b P
Risk management department of each business unit.
GTE ~ T ~ BElE RSB EH 2 (EE R R )
(Stipulate, execute, supervise, and review the operation of
each business unit and the approval and control of risk)

% B i/ Business Unit

(RER MBI

(Responsible for the frontline risk management)

2. o T R

RATHRIEH CIEREA G E - 0L
JERE A BERIRE - AT TR BARL I
FASH ~ T8 ~ 1F2E ~ 48~ WBit -
BIZR ~ B A LR < A R AL T B AR © 1
7 P B LT WP BT R
B MARIE AT D8N A SR
TTatEE e SR ) i m e A A
T > LIRS AT b U -

Risk management policy

According to the New Basel, Capital Accord, the bank
stipulates risk management mechanism in accordance with
the "Regulations Governing Risk Management". Provisions
and / or authorization should be stipulated for the risk
management of creditability, liquidity, market, operation,
country, laws, and capital. Each competent authority department
is to evaluate, update, and control risk periodically.
Implement the compliance of the risk management
regulations in accordance with the "Regulations for
Complying With Regulations and Procedures", in order to

upgrade the bank's risk management sensitivity.

= IR 1T
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(D)7 & B o % ARG 77 v b =B & 3| Risk Measurement, Control Method and Quantified Data
1.—AEE MR « 2% m e o el & a1 B A R BOR

General Disclosure: Risk management objective and policy of each risk category

ik
Category

15 1 allex
Credit Risks

i i
Market Risks

1R Rl

Operational Risks

Hofth Jalbi
Other Risks

R R
it

Strategy and
Flow

MO8 AE R T MR
B TRGEREN - THRA
PORER ) SHUE 2857 > sk
RGN HME & A 2B R
i BEER  AERIEET
WA - 1S R -

Through
structure of the decentralized loan

the organizational

management, the "Guidelines for
Credit Policy", "Guidelines for
Investment Policy", to reinforce the
credit review and approval,
creditability evaluation, and loans
and investment review in order to

control the credit risk.

FELHED > E TRSERE
BEHMER - THES HED
BHEA - TR S
Al TR HR
IRREEAE ] FHWEE - U"
AEG W5 R FHEE
BRI IR RS BHE
Ay RS RIS -
AR gL -

All trading activities are with risk
or deadline stipulated. Conduct risk
control and evaluation in
accordance with the "Guidelines
for Liquidity Risk Management",
"Guidelines for Foreign Exchange
and

Capital ~ Application”,

"Guidelines for Derivative
Financial Commodity" Defining
the "Rules governing investment in
securities", managing the asset
portfolio in accordance with
trading counterparts, trading limit,
stop-loss limit, risk or deadline
control, and assessing and
supervising the change in market

risk periodically or irregularly.

F IV I B 8 I L B
AL A AT BGE  BR
I~ FRSERLE - PRI LA
i BB B 0 -

All operating activities set forth
strict procedures and operation
requirements pursuant to the
relevant laws defined by competent
authorities, which are also
institutionalized and are to comply
with the various units in the

processing business.

LARAAT TR0 3 b A 1 T o
A1 gk A IR R AR B R
BRK WEEE) 2%
Moody's J S&P #f % < i 4
W RGP R TR bR A -

2R TREARR BHAE
FraIEARER A ~ TERIL AT
FITAA BRI R HET
B -

1.Define risk tolerance in
accordance with the "Guidelines
for National Risk Tolerance", the
political stability and economic
development of each nation, and
Moody's and S&P evaluation
system for long-term credit in
foreign currency.

2.Control capital risk in accordance
with the capital adequacy ratio by
the "Regulations Governing
Capital Risk Management" and
deposit / loan ratio.

BHA L
it

Organization
and
Structure
Of the
Management
System

L BEFBRAATRRFRRR
ERERY - MHHLT S
BEBAAGKERGREL
HHEEAYERGE R AR
ZHER A E TRIEERE
Ag) BHARKHE N
IR -

(58]

CEECHE  HBEDRESE
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FT S A ~ R B 2
MEBI TR RERRETER
HRZAREIEN » DA N
i AR AR B R R
R MmERAR -

RERPEE LA BEHEH
B WHEHE - BFEEE
HE SR - FAE - FEE
DR ~ BIIMES B B S
T BRHEE BB 1R
B2 B - TR R
B -
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ik B ifi 5 R e el HoA
Category Credit Risks Market Risks Operational Risks Other Risks
SHIH 1.Board of Directors is the superior | Treasury Dept., International | According to the job-division | Treasury Dept., Corporate Banking
R B authority for the decision of | Banking Dept. and Offshore | structure, the control and | Dept., International Banking Dept.
credit extending and investment | Banking Unit are controlling the | assessment of operation risk are | and Offshore Banking Unit are
Organization policy. President and each positions on the balance sheet and | handled by the Business | responsible for the control of
and department head may approve off the balance sheet subject to job | Administration Dept., Treasury | national risk; and the Treasury
Structure and / or reject credit extending e . . . . .
0f the and investment cases within responsibility, in order to prevent | Dept., Corporate Banking Dept., | Dept. is responsible for integrating
Management authorization; also, set up a loss from being caused due to a | Consumer Banking Dept., | the bank's national risk control;
System Credit Review Committee to change in the interest rate of | Technology Dept., Trust Dept., | Business management Dept.
review the credit case belonging market, exchange rate, share price | Municipal Treasury Dept., | examines capital risk management
to the authority of Vice President | and commodity price. International Banking Dept. and | index and controls capital risk.
and higher up. Offshore Banking Unit respectively
2.Corporate Banking Dept., and subject to their job responsibility,
Consumer Banking Dept., are the in order to manage the operating
governing units for industrial risk.
credit extending and personal
credit extending business.
Offshore Banking Unit governs
offshore crediting business, and
Treasury Dept. governs the
investment business.
@@ﬁﬁ%@ SEE T S (T3 | ATHO RS EHACETT Y | L AR AR S
RAGEEE | R AR CWRE RS % | SR BB | i EESSINEE - R
s R R R AT - DGR | AGRREH ﬁ%ﬂwﬁﬁzmﬂ°
R - AR R A
s:;ﬂieinif T B R DAPE A A LR o 2 F R O R
Risk Reporting DA 22 Jal i 8k
and Measuring
System Setting forth the credit limit with | Assessing the banking book | 1.Fulfilling internal control,

respect to specific clients, groups,
business, the same person, the

same affiliate or same group and

positions held by the bank
periodically or irregularly, and
conducting mobile adjustment to

internal audit and compliance
with regulatory systems under
laws, to ensure the execution of

interested parties, and continuously | strengthen the market risk | operating risk management.
monitoring or making adjustment | management. 2.Establishing the immediate
on the limit periodically or report system for loss, to
irregularly. mitigate the loss in operating
risk.
FEBTEBMEEHEREN (01 FF) BREREHNWARRETHE TG R - LREHTHE RSB EER
WENTHEY  CHMEAT TEERRENEAY ) RERY R FE SRR -

Submit risk management reports to each department head or manager for approval periodically (daily, monthly, and quarterly) in accordance with

business operation. The competent authority of each department is to have the risk control status reported to Assets / Liabilities Management

Committee and the Board of Directors for periodically in order to control risk properly.

= IR 1T
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i 15 M aller i i R b Hofth el
Category Credit Risks Market Risks Operational Risks Other Risks
?&Bwl&l()}iﬁ* LgNERRERETN - T8 | LKUBGH SR A0 | LRBEBE AL - LA ZE N "*f%ﬂﬁﬁ%}fé“ IR
?ﬁuﬁﬁ‘; EI B REH 3 2 W - R W Rk (03T E - AHEH - BYAERD BRAR | SRS BRI R
- ERRZERE Fik B2 7l T utﬂﬁl%‘iﬂ
MBI TR T SR B o
Risk-Hedge 2RISR G W R B - (RE EEEHRE N AR | 2. LU IR TR ~ THRIT
Policy Strategy ARERGEH  BEHNE # o O TETRMER & | 287 208 RAERE - kit
ﬁﬁﬁﬁ? MR - fE BO G AB B LR | K BRI Tk 2
Risk-Hedge SAMELRERIB O TR | B By WEEHARKYE
Effectiveness | 3. ZEEHIG F M1 HmRFHE A5 LSRR L -

il > REFIEH B HREERN -
DUl S5k 2A g

1. Inspecting large accounts and
major trading groups' / enterprises'
credit exposure on a monthly
basis, to discuss the centralization
of credit risk.

2. Transfer partial credit risk to
credit guaranty organizations,
guarantors and collateral
management.

3.Establishing reporting the
operation mechanism for

extraordinary crediting cases to

cope with extraordinary
crediting cases in time, so as to

prevent potential risk.

1. Proceeding with the ratings of
financial products pursuant to
Statement of Financial
Accounting Standards No. 34.

2.Setting the investment limit
subject to the ratings of
organizations offering bonds.

3.Try to avoid market risk through
underwriting risk-hedge

derivative financial products.

1. Preventing personal negligence
by means of complementary
business, trading and delivery
handled by different staff, and
checking mechanism.

2Reduce operational risk by
acquiring "Deposit Insurance",
"Bank Comprehensive
Insurance", and "Electronic

Equipment Insurance" and

outsourcing.

1.Evaluate the tolerability for risk
and timely adjust total risk and
individual country risk limit
depending on global situation, so
as to avoid country risk.

2.Adjust the capital level in
accordance with the increase /
decrease of potential loss once
the capital adequacy ratio is
below the threshold.

2 (ZH A Credit Risks
(XA IAE — {5 HJa\ba mfe &

#=%H On-Balance Sheet Items — Credit risk weighted assets

BA BB % E &yt + NTS$ Million at 2005.12.31

il L e e e 1 A

Item Benchmark Risk Welght Risk Weighted Assets
B g o .
Credit to Central Government
w " e
B TR 0% v
Credit to local governments
w AF 4 g
# #&Ef rfEt 20% 689
Credit to local banks
V) [ S e (B s
SMEER R 2 e i 665
Credit secured by house
HAthfatd

100%

Other credit 0 65,624
HE
Hn —
Total 71,380




) R4 TEE —12 B JE\ s Jal B 14 & 72 %Y Off Balance Sheet Items — Credit risk weighted assets

Bify BT R % E &7r s NTS Million at 2005.12.31

il B 1 v A
Item Risk weighted assets
L N TR
% £ 5 4947
General Off Balance Sheet Items
i AR A 3
Financial Derivatives
FEAMERNTAE RP) 0
Bills & Bonds Sold Under Repurchase Agreements
W & ol 2 SR (RS) 65
Bills & Bonds Purchased Under Resell Agreements
A2
o it 5025
Total

) EFE2005F12 31 H 1k » EHEFEB LGN - &
Assets securitization information : none (up to December 31. 2005).

3. 45 ¢ PR A 5 <
Market Risks : risk calculated in accordance with the standardized approach.

1855 JB\Re A3 42 S A 1 e A
Market risk capital charge and risk weighted assets

B} BB ®E Eor - NT$ Million at 2005.12.31

Nl e b (GE)
Item Capital charge Risk weighted assets (Note)
4 [l

frkme 25098 313731
Interest Rate Risks

15 % IS 2 ) oy

fiia M 75 B 16651 208134
Equity Exposure

YL Tl

Y . 1071 133.93
Foreign Exchange Risks

7 A 0 0
Product Risks

SRR R 2 R 0 0
Options (Simple Approach)

HE

Hn 428.20 535258
Total

i R IR E AR L2546 -
Capital charge by 12.5 times.

= I IR
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The Impact of International and Domestic Policies ~ Regulatory Changes and Industrial Changes on our
Financial & Business and the Responsive Measures

Changes

B (B LT 2

Impact

IR i

Responsive Measures

B T Ll L G Al AR o Bk g R - JRRERTT
B2 B AR R AR

The FSC has amended the "Guidelines for Listed and OTC Financial
Institutions to Implement the Plan of Treasury Stocks", adjust the
capital adequacy requirements applying to banks, and introduce a
new requirement concerning the coverage ratio of provision for credit
loss.

BURTTHIES I 77 MR S
BEBMMTE -
We have no plan to implement the Plan of Treasury Stocks, the

S8 - BRI AT

amendments does not have any impact on us.

A 2R AR R AHRRRR ) - LURI TR 1
e

Observe closely and participate in relevant
studies for business reference.

EERA TAMBTIRITI SRR RN - UERRW S
lEENIRERE R > RS AR E A -

FSC amends "Regulations Governing the Preparation of Financial
Reports by Publicly Held Banks", in order to bring Taiwan's financial
accounting standards in line with international standards and to

harmonize disclosure requirements.

FTHYAE ERRENRRA TSR -

The bank prepared its financial statement pursuant to the amended
principles.

ek -

Faithfully enforce the legal compliance.

B O ERMEA A AR BN L AR -
LABSAT 2 R R & R B {5 A BB R B
BRFR OB LA ARERENEREARER -

2 Bl BRI A AR A » AT BRI Z 2

G -

In a bid for increased transparency in the trading of the Non-performing
assets of financial institutions, the FSC issued the following

requirements:

1.After a publicly held financial institution's board of directors
approves the sale of Non-performing assets, the institution must
follow standard procedures in publicly disclosing related
information on the Taiwan Stock Exchange's Market Observation
Post System.

2.The public notice by which a financial institution announces a sale
of Non-performing assets must be posted to the website of the
professional association to which the financial institution belongs.

RUHE S AR » 1T SR G A AR Z fE AT » AR A
RIEBHEZDEYLZ K -

In order to cope with the step, the bank adjusted the operational
procedure for sale of bad credit to meet the requirement for
transparent transactions of bad credit.

EF TATTHE A RAEE AN 831
BB > A R -

The relevant operational requirements have been
added into the bank's "Guidelines governing sale
of bad credit".

AU AT T IRIT ~ (RERAT] PR BR (UL SR B AT A
BOTRBESE LA -

FSC adopts "Directions for the Operation of Bank Insurance
Business by Banks, Insurance Companies, Insurance Agents, and
Insurance Brokers", to be implemented from November 1, 2005.

FATRAE AN ~ B RN SRR alkE
BRSO BESEE AT SR G TR -

The bank provides business places, OA or underwriting business in
accordance with the competent authority's requirements. The amended
requirements produce no effect on the bank's financial business.

ek -

Faithfully enforce the legal compliance.

ST TR B

FSC issued amendments to the Directions Governing Banks

Engaging in Wealth Management Business.

ESTESE R ATl
We have granted by the FSC to work in Wealth Management
Business.

BTN AR B

Progressively develop relevant business.

EERH ol fERE S AU MT BlINE ) A AN
TN 3R -

The FSC has amended the Regulations Governing the Establishment
of Mini-branches by Financial Institutions. Mini-branches are now
allowed to extend loans to small-and medium-size enterprises.

ESEPNEY: L DIV Ip S R DA L N
s -

Our Ta Chang Mini-Branch and Yen Cheng Mini-Branch have granted
by the FSC to work in extending loans to small and medium
enterprises.

BT ~ AR

Progressively develop relevant business.

Eif TRBBR TR AR % -

A task force spearheaded by the FSC formulated a Program to
Encourage Financing of SMEs.

RTRCOAS &4 ) R BGRE S » EF04.12.31 1 4¢
WBIRTE L WEE GITLERATEYT RITH T BS
134

The bank spares no effort to promote the business for financing to
small-and medium-size enterprises. The balance of financing has
been NT$ 13,327 million until December 31, 2005. Under the
appraisal of the Financial Supervisory Commission, the bank's
performance ranked 13th place among 47 banks.

FBEAAN ~ HintiERRE -

Progressively develop relevant business.




Changes

B (T B T 2

Impact

IR i

Responsive Measures

B TEBEA TIRIT P AR PR R RS ML Sl 0

The FSC has amended the Enforcement Regulations for Bank
Internal Audit Control Systems.

AT ERHIRE IR BB P B FERIIL » LUR AT
RBEE M REAERRE))

The bank has added and amended the relevant internal controlling
systems in accordance with the rules to strengthen the bank's
performance with respect to treasury business and equity
management, so as to upgrade its profitability.

RATHT R e B T EAORR M EE B PO
FERIBUL 23T 2 BERRRAHIE TE - LlidifE
105 S T S R B R R TG -

The bank will continuously urge the various
units to fulfill the said requirements and
execution of internal controlling systems, and
proceed with discussion and modification from
time to time, so as to strengthen its treasury
business management and perfect the bank's
operations.

G GHERITAR TR (AR T WA ) 28
Ll

The FSC approved the extension of preferential treatment to our
bank, in accordance with the amended Directions Governing
Measures to Accelerate Reduction of Non-performing Loans.

AT S R P 5 1 2 R - BRI R R
% o

We adopt all the preferential treatment in order to speed up the
application process for the sake of business development.

RIS Ot B R -

Adopt the preferential treatment, and develop
relevant business progressively.

BT Befn THRIT AT AJE B t(FE Nl DIRERE R
o

FSC promulgates amendments to the "Regulations Governing
Qualification Requirements for Responsible Persons of Banks" to

strengthen corporate governance.

FIYARTTH A AR A -

It will be helpful for the bank to act more professionally in selection
and appointment of managerial staff.

R HAE O R TIE 2 FEME
T -

Select and appoint competent managerial staff
and confer them the authority to manage the
business, to upgrade the bank's operating

performance.

A THRITHEE GRS B & I -

FSC makes big change to the prior-approval system by issuing
"Directions Governing Use of the Negative List Approach by Banks
in Conduct of Finance-Related Business".

AITHHE GRS B AR &R
AHRABET ) -
The new Directions allow our bank to switch from the prior-approval

system to a file after implement system under certain circumstances.

SR AR B RS
Adopt the preferential treatment, and develop
relevant business progressively.

BRI [ ARAPS I T & A BUR 2 @ R BN -
The FSC has issued a rule requiring publicly issued companies to
comply with the Accounting Regulations Governing the Handling of
Loss in Asset Value (published in No. 35 of the Statement of
Accounting Standards).

00551 RRIIEE (13 $HEI62280 Fop -
Decrease of NT$ 162,280 thousand in assets (land) was provided in
the Ist quarter of 2005.

ek -

Faithfully enforce the legal compliance.

EE TRIT AT M R S R e ) -

The FSC has amended the Guidelines Governing Financial
Derivatives Activities Conducted by Banks.

AT (AT IR TPEm0L T O - B #a <R
B

The amendments can strengthen the risk management and self-
regulatory capability of our bank, thereby safeguarding the rights and

interests of consumers.

fir B AR A LA TTETE - AEIRAGTEIR
HUETAG L B - LA o BB R <

Financial derivatives are assessed on a daily
basis, of which the fair value is appraised by the
pricing model to strengthen the risk

management of products.

PETE TERAT A R T i S N g

The FSC has revised the Regulations Governing the Annual Reports
of Banks.

FTERZER  SUETRRSICI BTSRRI E
T -

The bank's financial statement is prepared in accordance with the
competent authorities' requirements. The amended requirements
produce no effect on the bank's financial business.

ek -

Faithfully enforce the legal compliance.

fETE TR S (TATI R B M 23T BN A
(- E/Tia-Raxei

To strengthen the management of Proxies used for attendance at

By S

shareholders meetings, the FSC partially amended the articles of the
Rules Governing the Use of Proxies for Attendance at Shareholder
Meetings of Public Companies.

THMEART SRR  BERTREREFIR I 2T -

This is helpful to strengthen the bank's disclosure of information and
fulfill the company's administration and shareholders’ exercising of
rights.

ek -

Faithfully enforce the legal compliance.

ot
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The Impact of Technology Development on our Finance & Business and the Responsive Measures

23 BRSNS Pa A IR il
Changes Impact Responsive Measures
AR AT R TG ZRRMRE T E A B AR W DR T | 5 F00R 0 A% D SR R B0 JE 20
The significant of the security on technology information. ARG ffi o

This is helpful to prevent information systems and clients” database | Continuously strengthen the information security
from being intervened and destroyed illegally, to protect the clients’ | management mechanism and emergency coping
interest and business operation. measures.

(T RAFE AT 28 R A FELE
ATREACLIK  EFDRRAET
BIL B H - EER R %
B A I RAY - SR AR -
o B RSSO BRI S e v 455 H 4 L 2 3%
FIES - AT R E - WL
ERIIIZ SR » HEERNREE R )7 > H
RIFTER -

¥

il

4

RN HEFT O IR 2 PRI R e rTRE Jal R - 4 -

() 9 7o 88 S0 2 PRI 43 e mT BE SRR
AT DLFEE S  7T U0 78 RS
R EE - A RA ATIEE A BlE &
B o (B B KR AR B o7 SRR AR R AR P 17
ARAB R AT HROA RS E 2 JEEE -

(/O ZE 55 o P i g o JeR e
PP I RS A BB ~ ik
ARG FaE 2 B - R 3 b
SO SRR SRR, & R R
an % B A LS BRI o BB B

VRSSO S A T 2 B e i - -

(D ARAREIERRAA R
BREEB NI 2 BN S BN B TRk (8
(RBBATRTFE ARaASS » HEER RN BOJEARAR
e

b

() EAfth B S m e - £ o

The Impact of Image Change on Us and the Responsive
Measures

We are able to shake off the stiff operation as a state-run
bank since our bank was privatized. The operating policy has
been made more flexible and with better assets quality and
effective operation. In response to the severe competition in
the economic environment and financial markets, we intend
to reinforce operating constitution continuously and to reach
another peak in business with a good image and professional

operating decision and method.

Expected Benefit and Potential Risk of Future Merger :

none.

Expected Benefit and Potential Risk of Expanding Business
Stations

We will have business stations set up nationwide to
improve our operating effectiveness and generate profits.
The risk of damaging the operating constitution due to the

setup of new branch offices is also considered.

Risk of Centralized Business Operation

Centralized business faces the challenge of credit risk,
market risk, and operational risk. For the sake of reducing the
impact of the risks, the risk is to be decentralized through the
mechanism of a business station, source of customers, and

diversified product lines.

The Impact and Risk of Business Ownership Change on Us

. none.

Litigated or Non-Litigated Events

There were no major litigated or non-litigated event in
progress other than business-related litigations and the legal
suits filed by the bank former employees to ascertain their

employer-employee relationship with the bank.

Other Significant Risks : none.
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Other Significant Events : none.

Responsive Mechanism for Crisis Management

‘We have regulations stipulated and executed for business
processes in order to minimize daily operational risk. The
setup of Credit Screening Committee, Business R&D
Workshop, Bad Credit Monitoring Workshop, Assets /
Liabilities Management Committee, Personnel Evaluation
Committee, Long-term Stock Investment Panel, Trust
Property Evaluation Committee and Emergency coping team;
also, the regulations of "Regulations Governing Trust Risk
Management" "Regulations Governing Risk Management"
"Regulations Governing Investment Policy" "Regulations
Governing Legal Risk Management" "Regulations for
Compliance of Regulations & System Execution and
Planning" "Regulations for Disaster — Prevention and
Rescue", and Manual for emergency coping measures are the

responsive mechanisms for risk management.
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N Al EESEE B Corporate Governance Practices

— o THRATELFNGHESTH ] SEEHEEH kAT ARG EEENE - BRE
www.bok.com.tw (ABHIBHEEHIH— N FAMEIEE) -

For the Disclosures Required by the "Guidelines for Bank Corporate Governance" and the

Company Regulations of our bank, Please Refer to www.bok.com.tw.

T~ AT AR BLEVETG I B R R A B 22 BT A

The Differences between the Corporate Governance Practice of our Bank and the Guidelines

of the Competent Authority. Reasons for the Differences.

Ul E IR AR
Item Operation Planning
BRITEBEVERIEL i TE R S EHR R §95.3.28 S -5 5 0950001615
oo e Seats forndependent | None B4R TAME (A B SRR RERE SR R A
WETARE RAGRBERE LLL95.3.28 58 ¥4
0950001616 5% 3E » UK Hhin B 11 e R 1T BRI
TEAREEVES
RITTEER 96 EREHE G B ALR SRAMIE - 19T £
RIBESTERAZEY | A B 0 ERESEEN -
Do We Set Independent None
Supervisors ? Financial Supervisory Commission, Jin-Kuan-Zheng-(1)-
No0.0950001615 (March 28, 2006) order publicized "The Regulations of
Establishing Independent Directors for public offering company" and
"Function Mechanism of Audit Commission for Public Offering
Company”, FSC Jin-Kuan-Zheng-(1)- No.0950001615 (March 28, 2006)
RITREETZAGFNRER & order The Bank issuing stocks under Securities and Exchange Law
G2 EFR should provide in its articles of incorporation to establish independent
Is there a Auditing Committee ? None

directors.
Our bank will amend "Articles of Incorporation" in FY 2007
regular shareholders’ meeting, and the amendment will be applied to the

election of directors and supervisors of the 10th term in FY 2008.

= IR 1T
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= ATEmEEET (IR TR
F BRI 39H -

ik ik 22 B ) PR dT & S BLf G it e R ATk & S (TR
M=) BILEERIFRER] > [T= s SEEECEEITR] -

The systems / measures adopted by the bank towards its social responsibility (such as

employees' interests and rights, participating in community, etc.) and performance of its social

responsibility: Please refer to Pages 39, namely "(2) Employees' advanced study and training",

"3. Enterprise's responsibility and ethics".

Py ~ HAWBLALT 2y A BEEE SR 2 2 E i

Important Information Related to the Corporate Governance Practice of Us

(—) EFRMERAEEREL -
if Ewww.bok.com.tw BITEARITHIE 4
LIS ERHRIAL A

(&) EHRIEEER A EEREGIR
2005 E R HFE A F391.67% 558 A5
A F890% o

(=) JE\Ra 8 B EOR R S\ ey A ME 2 BT 1R
& : GE2RH110H TR~ EfE s =
THZAF 1 -

(M) RAEEEENEFBRZATIHE - 5
s B 2R el - AMTERAEE
EHARERR ~ DURIRAE ~ firdE T mlid
i~ BB SRl HE 5 o e B I = B
ks o -

() EHEFIF R (RES R Z I TIB
HEERAREZES MR EREGRT
YEEREE Y M ERATFIERMGRE
BIE 173l » AHIAZRR -

OV MITRESRERABE (LR Z1F
2« AT RV IFHBTHER -

= I IR 17

(1) Advanced study of directors/supervisors:

Please visit www.bok.com.tw to view the bank's
"Information disclosure".

(2) Attendance of directors and supervisors in a Board
meeting: 91.67 % and 90% attendance rate of directors
and supervisors, respectively, in 2005.

(3)Execution of risk management policies and risk measuring
standards: Please see Page 110 "6. The Evaluation of Risk
Management ".

(4)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.

(5) 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".

(6) Insurance acquired by us for directors and supervisors :

No budget has been appropriated yet.



= 5t 6T &= 7
CPA Information



% = EtETES

123

er3-AiE 3 CPA Information

— >~ FAMRIABEI - RIMIEF NF - HXT & AR D LA E15% LU
» REEFHFEREYE -

Information Regarding Fee : No non-audit fee was paid, and the paid audit fee decrease below

15% compared with those paid in the preceding year. Therefore,

this situation does not require disclosure.

- HEREEHRTE ¢ AN AR A R G S SRR P i AR 2 T - 94 AR I
A AL - Fras At il b B0 7 LR & AT A SR A T B B S AR

L8 N T A= T
Alternation of CPA : To cope with the job assignment of Horwath Chien Hsing, the CPAs
responsible for certification of the financial statement were changed

from Chi-Hsiung Liu, CPA and Shu-Man Tsai, CPA into Ping-Chang Su,
CPA and Shu-Man Tsai, CPA as from the certification of the FY 2005

annual financial statement.

=~ HPR - RN~ BB e S At T L R (IS 5 B o A il P S SR s Pt s H: B R
W - -
Chairman, President or Managers Responsible for Financial or Accounting Business Assume

Positions in the Office of CPA Certified the Bank's Financial Statement or in the Affiliates

Thereof: none

= I IR 17



i Bl 2 BB S
Special Notes

EH#ET 124



W RIECEEIR

-~ BER = EAHBEE Bl Related Information on Affiliated Enterprises
(BB EZEEHE 2R EE Consolidated Statements of Operation of Affiliated Enterprises
1. BETR 2485 Brief Introduction
(1) BRI 20 BR[B] Affiliated Enterprises Chart

= AT R B R T
Bank of Kaohsiung Co.,Ltd.

Fi et 28 Shareholding : 100% Fi ittt 28 Shareholding : 100%
1o ST 2 Rl (XA B PR ) = A & ks A R YA BRA A
Kaohsiung Bank General Insurance Agency Co.,Ltd.. Kaohsiung Bank Insurance Agency Co.,Ltd.

Q) BH% 2 L AR E K Basic Details of Affiliated Enterprises
Bi1y BB % E &7r 5 Unit : NT$ Million at 2006.03.31

EEH AT OA R ik Bl At TREE
Name Date of Incorporation Address Paid-in Capital Primary Business Activities

m i R AR T AT R ESR G RT3 )
B 2002012 2 500 i1 ¢ R LA
Kaohsiung Bank General o 3F27 Liu Ho 1st Rd, Hsinhsing Non-Liofe Insurance Agency
Insurance Agency Co.,Ltd District, Kaohsiung City
REAL R EA R BT AT EES G RT3 .
gl 2002.10.11 i 300 AHIRRUR
Kaohsiung Bank Insurance o 3F,27 Liu Ho 1st Rd, Hsinhsing ’ Life Insurance Agency
Agency Co.,Ltd. District, Kaohsiung City

Q) HERE B3 HEmIEL 1t R RH (% & HAH R R B B« 4 -

Our Shareholders Representing Both the Holding Company and Subordinates : none.

DEAREEER L EEAER
Directors and Supervisors of Affiliated Enterprises
{7 &/ % : Unit : Share / % at 2006.03.31

" ) o F#6 ffn Shareholding
2R s RPN B o
Name Title Company Name or Name of Representative e Friie LR
Shares Shareholding (% )
AERORNANAE RS

F R R (AR Bank of Kaohsiung Co.,Ltd. Chin-Gaw Huang 500000 10000
R | # % £ Chairman #i&#  Chin-Gaw Huang 500,000 100.00
?aohsﬂmgA Bank Géﬂefal # T Director B{75% Yi-Jong Lieu 500,000 10000
L’i;“rancc sency £0.. # T Director T#% Jin-Ann Wang 500,000 100.00
' # T Director UtHG4 Margie Hong 500,000 100.00
# I Director [l Mei-Ling Chen 500,000 100.00
©:5 /_ Supervisor J§ (&% Te-Chin Chou 500,000 100.00
B:5 A Supervisor FKT3# Ting Lien Lin 500,000 100.00
AERORNANAE RS 300,000 100.00

FiR AL R A B Bank of Kaohsiung Co.,Ltd. Chin-Gaw Huang ’
A Bs #HIE R Chairman #i#  Chin-Gaw Huang 300,000 100.00
Ez‘rl;‘izggﬂiy . # 3 Director Hilj4  Margic Hong 300,000 100.00
* | % % Director Bi%f MeiLing Chen 300,000 10000

Ltd.

%22 A Supervisor fAT 3 Ting-Lien Lin 300,000 100.00




2. BRI 228 E M . Affiliated Enterprises Business Review & Achievements

B BB W E 0 5 Unit : NTS$ Million at 2006.03.31

. et 5 g B EHE Ea BFEHRA B ERE ot -
J/LN* i Paid-in T/ﬁt]: ’1*“‘ ﬁﬁﬁ% Total Stockholders' Operating Operating Nﬁi {I& e B ﬁ’%‘( )
ame Capital QL ASSEs Liabilities Equity Revenue Income etIncome | Earnings Per
Share(NTS$)
m i R AR T
N
1551 éiqsﬂiung Bank General 5.00 7.54 0.67 6.87 3.76 122 0.90 1.80
Insurance Agency Co.,Ltd
‘ﬁ?ﬁ%/\ﬁ{fﬂﬁﬁlﬁ/\ﬁ%ﬁﬁ
e
Ei (l);l;ﬂiung Bank Insurance 3.00 2595 443 2152 63.96 16.69 12.78 426
Agency Co.,Ltd
(DOBAREZREG OB MK  FH2RFI102H » KRR THBEIL A ~ 20055 A RE& Al &AL %3 2 B 1

NFEIEFM PR

Consolidated Financial Statements of Affiliated Enterprises : Please refer to page 102 for "Financial

Summary 5 Audited Consolideted Financial Statements for FY 2005".

(DRARR

Fh e

22 Affiliated Enterprises Report
~

it
1. {88 2 B B el 2 B ] 2 B AR L

A BRIHI125H » KA TRHIECEEHE— - BIR RS E

Relation of the "parent company and wholly-owned subsidiary" : Please refer to page 125 for "Special

Notes - Related Information on Affiliated Enterprises".

2 (Mo wI BN RIRLZ AL B Rk ~ FFE 25 ~ B
82 F » ALl THAFSH b

H22.BARARE ] -

FHE

I
Rk

GE

iR -

Al 2R

Transactions, property trade, financing, assets rental, and endorsement between the parent company and

wholly-owned subsidiaries : Please refer to page 82 for "Notes to Financial Statements 22.RELATED
PARTY TRANSACTIONS".

= IR 1T
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 ~ M EBEEEIE TR Implementation Status of the Internal Control System

(—) N ER{E 4 THZE Declaration on the Enforcement of the Internal Control System

e HEER AT AT AR 22 ) R AR W
Bank of Kaohsiung
Declaration Enforcement of the Internal Control System
January 19, 2005
Attn : Financial Supervisory Commission, Executive Yuan

AR S LERTT B AR THO4 41 A1 H E944512
A3LHMEE B [ERTTAITRSERI B FEA% HIl L 8 i
L R STNER I R o F bR R -
INIRSL 2 RERZ GBI TR AL - e I FE R S
@_"A  FER R EBAR oy - MARIR T B

&R AT TR B R 55 A5 2
@LP‘J%K&“%U%UE%@L’@HUJ BUE < R IR H
etk 2 PIE A B - PRSP HIE 2 3% at BT
R o KM, » AT B ARSI K
FERVEIEETE - IR E AT - A BIAEIGK
RARITHE SR M AFHRIAE 2 EEHAR - MEIEL
BH o FIEARH <REMAER ~ BEE MEES -
A S G ER2L BB AR2015% ~ BR32145 ~ RITUIR SR
17416%F ZEHRELT -

BN

§liance Head

= I IR 17

5 3}? <o oy
oA ST
| g et Gyt
e 15) 78R Ol de- O~

+ R

We, the Undersigned, hereby on behalf of Bank of
Kaohsiung declared that during the period beginning January
1, 2005 until December 31, 2005, 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 Transaction Act shall apply.

25
% =

& : H + H

CETI R 2 L B3 IR — 80

(The content of the report is in conformity with the original Declaration )



re HEERTT UE ATTT 2L A MR AT I S B AR T 1 2

B E

Declaration of Internal Control System Executed by Discretionary Investment Business
(TR &E BB TEIH R0

(Effective in design and execution)

ER I SRAT IR R )
VAR T T B T
HE :9SEELIIOH
FLVIRE 94 FLT1 AE 94512131 He WE#RIBIE » KIEETT R
IR ARTINT
= R TR~ B ALIRERE OIS I GRS A I T B A
T ARGl CHSTIL —HE « I E’Jffrf"‘l B R B A A
ﬁt HI~ S SR A 22) ~ TS ] S A R 5.2 1318
SFTTERSERL > BR{(y Ry fﬁ1”~ °
T PO SR A SR T AR RIS AP R B
TRETEE L= SR 1458 gt 32 E’\Jfﬁm ST > H R ~ 1
L PR IR 4ﬁ xﬂ@“l TERE < o AR 2] PO T
RS T B > R R > AR B TUITIE 1T )
R R TR S “ﬂlﬁm HHE RGN TES R (R R
Bl ié‘r At ToRt it 56 B <38 A% TR TSR T R I
BEEALY (DI RG] ) ) BUE < P9 28 IR 1 At 210 8
(1> T POk I 3 AT B TR AR « % TR HER [7d%
L9 R I PR T > CREODC R PERL K > WP Rl )
OV AR 3R ¢ LR R - 2 IR AR 0 3 PR MR 4 R
RSB o W GER BRI MBS TR o i B (1752 5L T
B ) 2B
AR ISR AR APy SRR IS B 1 b P I He hE aist
RATTEARE -

|1l

=

T~ ARG WLEERS DR TS R > BB IR W)L R gl S e )
T o) L > IS U B BUR PO AT B e R - S
R0 SR BRI . ST R PR I 5 < st B AT IR

BT 4> e ly BRI Lok [ 1AL GER «
e Tﬁ ﬁﬂidfﬁﬁ E T %‘%‘é AR ARV B ERAE W ENAE
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Bank of Kaohsiung Co., Ltd.
Statement of Internal Control System
January 19, 2006
We have conducted a self-assessment of internal controls for the period of

January 1,2005 to December 31,2005. The results are as follows:

. We acknowledge that the Board of Directors and management personnel are
responsible for establishing, performing, and maintaining an Internal Control
System. The said System has already been duly established. The purposes of
the Internal Control System are to provide a reasonable assurance of achieving
the operation goals of efficiency and effectiveness, such as profitability,
performance and the safeguard of the assets, reliability of the financial reports
and compliance with the applicable laws and regulations.

2. The Internal Control System has its inherent constraints, and it could only
provide reasonable assurance of achieving the three goals mentioned above no
matter how well it has been designed. The effectiveness of the Internal Control
System could be changed due to changes of the environment and the situations.
We have established an Internal Control System with the function of self-
monitoring, which could undertake corrective actions whenever a shortcoming
is identified.

3. We evaluate the effectiveness of its Internal Control System in accordance with
the Guidelines governing Securities Investment Trust and Securities Investment
Consulty with Discretionary Investment Business set forth by the Securities and
Futures Commission of the Financial Supervisory Commission. The said
Guidelines divide Internal Control System into five components: (1) Control
Environment, (2) Risk Assessments, (3) Control Operations, (4) Information
and Communication, and (5) Monitoring. Each component comprises certain
factors. More information regarding the said factors is available in the aforesaid
Guidelines.

4. We have assessed and evaluated the design and effectiveness in the design and
performance of the aforementioned System.

5. On the basis of the self-assessment, we are of the opinion that the
aforemen tioned Internal Control System (includes governance of subsidiaries),
including the efficiency and effectiveness of operations, reliability of financial
reports, and compliance with applicable laws and regulations, is effective and
provides a reasonable assurance of achieving the aforementioned goals during
the period of January 1, 2005 to December 31, 2005.

6. 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
8,15,105 and106 of the Securities Investment Trust and Consulting Act. Articles
20,32, 171 and 174 of the Security Transaction Act shall apply.

7. This Statement of the Internal Control System has been approved by our Board
of Directors at the meeting of January 19. 2006 with 11 directors present at the
meeting and none of them objecting to this Statement of the Internal Control
System.

AR T IR R IR 22 7]
Bank of Kaohsiung Co., Ltd.

HER

Chairman

§:/? )<< M/

f e R 5%5/7/

REREE

President

T,.

R TP 7 B 38 5 A — 80

( The content of the report is in conformity with the original Declaration )
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Independent Auditor's Report on Internal Control System

B o & 3 A S B
HORWATH CHIEN HSING
Certified Public Accountants

A member of Horwath International
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12F, 21 Linshen 2nd Road,

Kaohsiung, Taiwan R.O.C.
TEL : (07)3312133({{,2£5%)
FAX : (07)3331710

Bank of Kaohsiung Co., Ltd.
Independent Auditor's Report
Feb. 27,2006
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, 2005 subject to generally
accepted auditing standards. We have also examined the internal audit
design and execution for business operation in FY 2005, 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 Ministry of
Finance. 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, 2005.

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 : Ping-Chang Su S,\ p,‘,.,,a C,ﬂoma—

CPA : Shu-Man Tsai TSAT - SHu — M AN

(A P97 B T3 I A — 50
(The content of the report is in conformity with the audit report )



=~ 2005 4 5 Fe i ZE2006 483 H ik - i EREI S AR S E i 2GR T M E R EAE
RO IS - HERAZ -

The Documented Disagreement or Written Statement of the Directors or Supervisors Against

the Important Resolutions Reached by the Board of Directors in FY 2005 and up to March

2006 :
w20 A E B AR AR E
Date The Important Resolutions The Content of Objection

LA AR A G AR SR - | WA TR IR S TR A (T
Horwath Chien Hsing audited and certifies the bank's financial ESE s BRaER -
statement 2004. Director Jueifang P. Chen reserved his opinion on whether the

procedure for disbursement of the exclusive account reserve for
94.03.24 workers' retirement complied with the requirements.

2ABRIHAT TREI &R B IRE o VR S TSI B IR - HREER -

Discuss the amendment of "Articles of Incorporation". Director Jueifang P. Chen reserved his opinion on the amendment
to Article 5.
TR G E A SRS T A A AT 1044 [P I B S WRE i R R
RETETRRAGIFSR SR -
94.08.25 Horwath Chien Hsing audited and certified the bank's financial Director Jueifang P. Chen reserved his opinion in this regard.

statement for the first half year of 2005 and the consolidated

statement of the bank and its affiliate.

LA BGES G 3 H BRI A G A M EHB A AT | BES ) IH T AR ER R -
BT AR TR BN R -
Horwath Chien Hsing audited and certified the bank's financial | Director Fang-Nan Liou reserved his opinion towards impairment
statement for 2005 and the consolidated financial statements of | of assets.
the bank and its affiliate.

LA RS HEALAR ARG ES (k) ARRH - BEER IREAE  FRAME =

95.03.30 (YR - AR AR R HA R ERE

This Bank continued appointing Waterland Securities Co., Ltd.
As Transfer Agent and Registrar.

Q) B e R L ERE) o

O H HER -

Director Jueifang P. Chen opposed to the proposal, primarily on the

ground of the following three factors:

(1)Relationship: there was some serious problem on the company's
administration.

(2)Quality of service and expertise

(3)Commission as charged

DY ~ 2005 5 ) 282006 43 H 1k - RASEA [EEESF B 1 O RlFF A BUR 3 A ATIREETE R « fiE -
Private Placement of Marketable Security and BOK Stocks Held or Disposed by the

Subsidiary of Us in FY 2005 and up to March 2006 : none.
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T ~ 2005 4% J 282006 473 Hak » B & ~ EH & R & 2 H 2GR
Major Decisions Resolved in the Regular Shareholders' Meeting, Regular Board of Director's
Meeting & Special Meeting as in FY 2005 and up to March 2006
(—) ERGHEERR

Major Decisions Resolved in the Regular Board of Director's Meeting & Extraordinary Meeting

G0 R NE
Date The Content
. I 1.Horwath Chien Hsing audited and certified the bank's financial
R By 3 RS 4 519D i AT 0 tomont for 2004,
DREEBMAREE . 2.Discuss FY 2004 distribution of earnings.
R HE TR ARG S E X 3.The amendment of "Articles of Incorporation”.
94.03.24 4 Define the draft of "Rules Governing Procedures of the Board of
4ale TR TS GRERA =5 - Directors of Bank of Kaohsiung".
SEHBHE R EE G o 5.Discuss FY 2005 regular shareholders' meeting's date.
OHFHUESRIH A B B A3 o 6. Scheduled to reelect 12 directors and 3 supervisors of the 9th term.
TARITARRE 2 EE o EERRER T A% 7. The decrease in value of the idle land is estimated to be
16227971930 § » NT$162,279,793.
LS T2 TE R Rl R BA BT RAT ) Bk 1.Increase 200,000 shares in the trans-invested enterprise,
R0 K » 4 PR TS (IR B & I3 0 » WEEH LS T B I "Kaohsiung Bank General Insurance Agency Co., Ltd.", at the
Lia60 H 77 - price of NT$13 per share. The total investment thereof is
NT$2,600,000.
94.06.16 . . 2 Sell the land located at No. 264, Ling Chou Section, Ling Ya
2.iH1 PR B T R 204 05 154 - District, Kaohsiung City
3EHTR AT RN TEIEGT S » Rl 2 B 42 8t | 3.The total unrecalled deposit and rental for the houses of Li Tze
Bk - Nei Branch and Chiu Ju Branch are recorded as a loss.
LESE s BEE  FEREE - 1.Elect managing directors / chairman of the 9th term.
4.07.
940706 . el . 2 Define the "date for ex divide" for distribution of dividend for
2EENHET SRR RZ T EHE ) % - 2004,
1 g 3 ET BRSNS ARTME [ PE SRS 1.Horwath Chien Hsing audited and certified the bank's financial
94.08.25 RATERFAR NI B RER statement for the first half year of 2005 and the consolidated
statement of the bank and its affiliate.
941221 FAOSE BT E - Screen Business Budget for 2006
A4 SEEEE creen Business Budget for
AT EEY TH8y fTE Ry () A7) B | 1 TDCC trans-invested by this Bank has been merged with TSCD
ATHEEIES Sl B R R A SRS a8 subject to the resolution of the preliminary shareholders' meeting
o B s B Fg{@*‘ﬁf? gEopE () A7 G0 on February 8, 2006 in order to cope with the Government's
WLIOS 3 1127 8 A% 0 promotion of the integration of security and finance-related units,
fod 7B
and March 27,2006 was taken as the record date of the merger.
95.03.30
2ABEIA(T TEEGHA ] BB - 2.This Bank's "articles of the board of directors" were amended in
part.




(i )
& D3 RAENE
Date The Content
95.03.30 SBEIAT THERES A ESE | oK - 3.This Bank's "Rules governing election of directors and

supervisors" were amended in part.

AFTHHEMS ERRE G -

4 Discuss FY 2006 regular shareholders' meeting's date.

SBNMEHA{THE T
658 ~ 661 i BE 42 % + i o

e o A A B B =)

5.Discuss the sale of the two lots of land located at No. 658, 661

3rd Sub-section, Nan Tzu Section, Nan Tzu District, Kaohsiung.

O JR By G 5 BN B A4 SRR A (T4 B N
BT RAIG (T BREE -

BT el AT

6.Horwath Chien Hsing audited and certified the bank's financial
statement for 2005 and the consolidated financial statements of
the bank and its affiliate.

TOMER BN AR -

7.Discuss FY 2005 distribution of earnings.

SAMTBR AR THERGHSRITRAR ) B
W51 ~ e B RN PR e e B B ey i
() RAZMERRE ’W5E3ﬂ24D§$@ P A
41.40 {goe, Hrm18.69 (ST R - 7RIS B
TG BAREAEI0140(5 7EF¢%60{E\ e

8.The board of directors of Waterland Securities Co., Ltd. which

was trans-invested by this Bank resolved to decrease the capital
by NT$ 4.140 billion on March 24, 2006, in order to make up
the loss, improve financial structure and increase EPS, and to
cope with the capital assignment of Waterland Financial
Holdings. NT$ 1.869 billion out of NT$ 4.140 billion was used
to make up accumulative loss and NT$ 2.271 billion was
refunded to shareholders. The gross capital declined from NT$
10.140 billion to NT$ 6 billion.

9B YR BUR -
#ET THLEEE
7t

f%@ \EF A $347,135 70 » M 1%
BT LA WERE3471

9.In order to cope with the government's policy, this Bank sold
the principal of bad credit totaling NT$ 347,135 to "Sunshine
Assets Management Co., Ltd." at the price equivalent to 1% of
the bad credit. The equity acquired totaled NT$ 3.471.

= I IR
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(=) 2005 T fis B & B ZEPRGR S A TIR T -

Major Decisions Resolved in the Regular Shareholders' Meeting and the execution of the resolutions reached :

ENE
The Content

WITHEE
The execution of the resolutions

13EEBERGERAEEL -
Business report and final report for 2004

PRRE Rt v
Discuss the distribution of earnings as at FY 2004.

BEKBHERRFENIL TR
The earnings for FY 2004 have been distributed subject to the resolution.

KA TREI &R L A RBIEE -
Discuss the amendment of "Articles of Incorporation".

BT TRFI SR BIEREN4T 274 BRI YA -
The amendment of "Articles of Incorporation" has been approved by the
competent authority on July 27, 2005.

TR T 21 3t TGRS DA R 6 15162.279,793
TE -
The decrease in value of the idle land is estimated to be
NTS$ 162,279,793.

SAENEATEE TS EEEBRNE -
The bank renewed the group agreement with the bank's industry

association.

FITURMAT BRI R X T R MR - MAFTE M
94.8.164: 3 ©

The bank has entered into the group agreement with the bank's industry
association on July 12,2005, and reported it to the competent authority.
The agreement became effective on August 16,2005.

CANEES  BERAEHRE -
Election of directors / supervisors of 9th term

FOEES  BERANE - HEEA2-34 -
The name list of directors / supervisors of the 9th term is shown on Pages
12-13.

IR~ B2 R R IR 2 R oy B R RS LSRR

Penalty Received for Unlawful Practices Over the Past Two Years, and Corrective Action Taken

Against Major Defects

(B E ABHRE NS LT B R E

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

on Duty
L2

2003 FEAITICE M TTHARTY
PETT B S s 2 A8 A B 3 A R %
PR SR F K FR MO IR AR - M
AZEREHAEB A - I EZ B 1F2000~2001
AR S TR §HEEIRE
HERZIEE - 2R MM aE EE
#HE 5 43 IH22003.10.28 52004.09.27 iR
» ZERS S T BB LA R S A
5% IR - RUEHBIERB F2{EH - 6%

e S%’L\‘

1.Subject

In FY 2003, a teller serving with the Pei Kaohsiung
Branch surnamed Tzan took advantage of his duty by
delaying the tax payment and embezzling client's checking
deposit. He reimbursed the accounts in full afterwards.
However, the further investigation reveals that the teller
had taken a consumer loan unlawfully in FY 2000~2001
while working at Nan Kaohsiung Branch. Following
conclusion of the investigation, the prosecutor prosecuted
the teller on October 28, 2003 & September 27, 2004.
Kaohsiung District Court rendered that the teller guilty in
embezzlement and corruption with a total imprisonment of

three years and two months in combination, plus



BONRESAE o
2. F B

(D IR < B 5 » RETF
JFa B MOIE A Sl Bk o

OTEFREHIT EAGHHLE ~ 3
W BT #R ZABHE -

GYEPITER G gl ZHE MEERE
rf RiEEEEMNFBFES 7 Hil
EEET BE TSR - RES -

D W AFRRBH st Rl -RUFZE > R
WEEHFER B oER AANBE - H
RARBE TE@l F3 IE A E 1 mA
FEEAEAN -

3.UCERIE

(D) BINEAEEH - TEAEEE » &
freigE T i 8 8 KRBT 1E 2
JEERESEIA L~ Th@E s (& R
TEZEUiAE ) ~ THBEAE M (EH &30E
WEHHE ] Kk TH#SE B F kE
SRl -RREEE I ) FA R AR
IRE M UG PR &3 2R
BERE E RV E Y -

(2) ¥4 3 F A7 FRBE P B rE S R VR AR
TIN5 248 - A& A B EH0ED =
0 LRI ZJREERZ -

(3) AITE FE EFIERL B 77 1]22003.09.05 Kz
2003.12.24 ¥ FHBH B (7 B 1T
# o R TGP BB B E K
JEVE EERIE ) IR BITEM > A E
THECHE IS -

pull
cu

deprivation of civil rights for three years.
2 .Major Defects

(DIn cash receipt / payment without a passbook, the
business units did not retain the original and did not
write off the trading records.

(2)The tellers were found having taken charge of their own
teller deposits in stamping, accounting and payments.
(3)For the consumer loan solicited by tellers, the
occupation of the loaner has not been verified and the
confirmation was completed by the tellers without any

"check and balance" mechanism installed.

(4)For the opening of savings deposit and the collection of
ATM card, the I.D. card and the signature of the account
holders are not cross examined and the "ATM password
notice" has not been handed over to the account holders

in person.

3.Corrective Action

(1)To strengthen the internal management and prevent
illegal loans, we additionally enacted "Guidelines for
Reinforcing Teller Administration and Receipting /
Payment Operations", "Guidelines for Operating
Procedures for Strengthened Control Over Tax
Collection", "Guidelines for Consumer Banking Credit
Loan" and "Guidelines for Preventing Forged Accounts
and ATM Card" and demand the business units to
reinforce the credit check and employment
conformation for granting consumer loans.

(2)To facilitate interal-checking, we have strengthened
control over the procedures of checking account
opening, the procedures to claim blank checks and have
printed the account names onto various categories of
trading vouchers.

(3)The Auditing Dept. of the Board of Directors conducted
an extraordinary recheck on the defect in the present
case on September 5, 2003 & December 24, 2003.
Process the self-check task designated in the
"Guidelines for Savings Deposit and Consumer Banking
Loan". The results of the extraordinary recheck proved

that corrective action had been duly completed.
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HrRIECEMEIR

()BT e M B B R B G R LIATIR & - 2 o

Penalty Fine Imposed because of Violation of Acts : none.

(DBRARBITE M E EEEEZE g TMIEE -
Stiff Rectification Imposed by the Financial Supervisory Commission, Executive Yuan because of Defects in
Business Operation :

20044 5 R ERATE AT — R E B AT > FINE EREFEEAREHCE R TE - it
BT N B VB Z R A B Z FHEIT458 - B (FZERE R H 2 8m » BOERIT REEE/liE -
AT E R A B EE NS E G RN E AR » WA 81T E S RS R s &L - AT
EITHERE » EHRMRARIRECHEE LGS

CBC inspected the business operation of our bank in 2004 and found 74 marketable securities seals-strips

o

in the cabinet of vault that are stamped with the seal of supervisor, accounting clerk, and composer. The
nonconformity was identified by CBC and FSC since it violated the operating procedure and may result in
fraud. We have asked the supervisors to reinforce supervision and perform random inspection from time to
time in order to reinforce internal control and prevent the said nonconformity from reoccurring. We had
reviewed the corrective action performed for the said nonconformity and the nonconformity was indeed

corrected.

(M FEAT BB Rl BB T P 22 B SRR T RO L IR Z W BUE R 7y B0« e -
Penalty Fine Imposed because of Violation of the Banking Act of the Republic of China Article 61-1 : none.

(DR A B2~ AT (FFER - faiRE ~ I OEHUEE ~ BIRAY - BEBREREEES - I
B0~ KRR K EBL ~ WO 1E 2185 ~ B IR B REHUE Bl RO 88 RS &k P& P S RS
F) BORVIEMR M 20 e v B 2 2 e B 3 A R 5 » RN St & A
JEs T8 orE - B S A SR - K o
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 Abide by Security Instructions of Financial

Institutions, or the Incidents Which Resulted in Loss Over NT$50 Million Over the Past Two Years : none.

GOHEMBITEG AR EEH ZE e T TR ZFHE « -
Disclosure of Other Events as Required by the Financial Supervisory Commission, Executive Yuan : none.

&~ Hfthph Tl e A SR - fE -

Other Supplementary Disclosure : none.

J\ ~ 200547 8 e 222006413 H 1k » #4235 95 5 BhiR 536 IR BE2 TH S5 2 SR Pt A S ik SRR 42 Bt
SHERH H A H i -
Occurrence of Substantial Impact on Shareholder's Equity or Security Price in FY 2005 and up
to March 2006 that is Defined in Securities Transaction Act Article 36.2.2. : none.

= I IR 17
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Frk
No

wEAN

Item

S HX A

Reference page or descriptiont

HEEIR

Important Accounting Policy

60

G IFNERA RoBEGHRAC St
The Consistence of the Accounting Principle and Generally Accepted
Accounting Principle

60

R IR BT R R I ot
Financial Statements are Compiled In Accordance With International
Accounting Standards or Not

RGBT » AE R g3 ] -
Not applicable.

%W@ﬁﬁ%ﬁﬁﬁ%@ﬁﬁ%(ﬂ%ﬁ‘%ﬁ%@ﬁﬁ%)ﬁﬁz
A

The Accounting Principle Adjusted According to International Accounting
Principles (or Generally Accepted Accounting Principles of the United
States)

B
Not applicable.

7 EE A 2 Rt R

Accounting for Assets Impairment

66

5% Ba i T R ER
Method and Term of Depreciation for Property, Plant and Equipment

62

73 i BE AT R L5 3 A 108 Bt i
Reference and Foundation of Evaluation for the Appropriation of Assets and
Liabilities

60 - 66

T8 R B T 3 DAL 2 sl o R (BB 205
The method of disclosures of the fair value of the financial instruments with
the Exceptian of Stocks and Depsitory Receipts

HEHE 05 B B E28(D) 4 2 SRR A FE M-
Please refer to page 95 for "Notes 28 to Financial Statements - Fair Value of
Non - Derivative Financial Instruments”

R LI ZH A

Investment and Transfer of Long - Term and Short - Term investment

ENRATRESN T ABEE -

No transfer of long-term and short-term investment has occurred in the year.

b i

Department Analysis

101

G G F A T AR AR R E R
Name of the Certified Public Accountant Firm and An Unqualified Opinion
is Expressed in the Independent Auditor's Report

52

aATIRL g A B Ho PR AT B R AT A 0 b S Bt IR
Bl pHEE

The Amount and Nature of Non - Audit Fees Paid to the Certified Public
Accountant and the Related Party of the CPA

ER ARG RS IS5 ARG A -

No non-audit fee was paid to Horwath Chien Hsing in the fiscal year.

R T
Information Reqarding CPA Fee

123

R S A R Sl R

Organizational Chart and Stock Structure of the Related Parties

125

MR 32 2008~ A o BB AR BT s 2 A A
The Endorsement, Guarantee, Loans to Others, and Derivative Commodity
Transaction of the Related Parties

ERARTHMRS -

No relevant transactions took place in the year.

BRA (BRREE) ZHEACHER

The Transaction Information of Related Parties

82




Fr ok Eopelil 25 AR
No Item Reference page or descriptiont
o | sEEEm AR R |
Operating Review by the Management Team
R 70 MO S50 B 0 IR s S 5
18 Review of the Macro — Economy Environment and the Trend of Bank 32-33
Industry
19 R G 36-37
The Long — Term and Short — Term Business Development Plan
o | BEREzHE 3s
The R&D and Investment Plan
21 E Ay 34
The Products and Services
5 | (TR s RIS K AT TARERAL R DRI -
Industrial Features Key Benchmark Please refer to page 48 capital adequacy ratio and ratio of NPL.
23 Je TR A A BRI 48 K Bl S EIMBAT - .
The Historical Performance Index Please refer to page 48 for "Financial Analyses for the Past Five Years".
2u A B R 110
The Risk Management Policy
2 b AR 110
Organizational Structure of Risk Management
2% ARG 2 [EEETT 7% 64-65,93
The Objective and Method of Risk — Hedge Accounting
27 BT 48
The Production Value of Staffs
| AT 2
The Education and Training of Staffs
o | ATHEEEDHEE
Employees With Certificates, Licenses and Qualifications 3
AT o B <7 B PRREREEARE P AR AR - 3T TRBRTEE
30 The Behavior and Ethics Codes of Staffs AF R B BAGEEA RTEBE S

We have the "Guidelines for the Staffs Services" stipulated for the reference of
employees in regulating their attitudes and acts at work.

= IR 1T
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Pk Eopalil LR HREAEY
No Item Reference page or descriptiont
TR A T AL % 2 (RaH S BEEAKENRE R - ALK TS - FRLE TR R
Measure for Working Environment and Staffs’ Safety Protection TREMRIFERE - HS TSR DRt REE
fHRHEE ) - BLA QBB % -
In order to substantiate the disaster rescue system and reinforce disaster
preventive measures, the "Regulations for Disaster- Prevention and
Rescue" is stipulated and with the "Emergency Rescue Team"
31 organized to reinforce the ability in handling emergencies and to
minimize the loss of lives and properties.
T BRLBSENE  RIE TRIER TS TR 2R IS L g
B (RIRA T 7 2 B -
In order to prevent occupational hazards, the "Working Rules for
Occupational Safety and Health" is stipulated to protect the safety and
health of staffs substantively.
n | HaEEZET )
Social Responsibilities Performed
HEEAE B - BRI A EE g 2 H ‘
33 Directors, Supervisors, and Their Education and Experience, Shareholdings, 12-13
and the Elected Date
| EREEUIEEA "
The Independence of Directors and Supervisors
5| G RESILAE B B I AR -
Classification of Directors and Supervisors by Job Responsibilities
s - — s A e ADTVER S AHRIE A GR IR T AT I HT > TR LA T AL ) 205 » &7 380
R (1 25 B BRRS 0 D53 2 A T R e
36 Classification of Directors and Supervisors Serviced C()ncurremly with The relevant information of the company's direclor§ and supervisors are classified subject to their job
Other Company ﬁe;{)f»}nmbhly, and moonlighting of other companys' position are also disclosed, please refer to page
37 HE 17-20
The Remuneration of Directors and Supervisors
BE CMEARARRREENZ2HED ,
38 The Pledged Shares of Directors, Supervisors, Officers, and Major 23
Shareholders
39 EE B i1 2 Biwww.bok com.tw — i TE LN 46 38 3081 — Bl - Rlin BUE(ER Y -
The Training of Directors and Supervisors Please refer to our website.
o | AFHEERSR 120
Corporate Governance Practices
Al | RIS B LT A L 2 e B B 1 R T 4 FER I £ -
41 Name and Title of the Top Ten Employees Who Were Distributed Pl h h di
Employees’ Bonus and the Total Shareholdings ease refer to the appendix.
0 FOHLA B E T B TTRIARE T M TS B R LT | ARTTREE T A TRk i - BRET BRI 15-16 K ‘ ‘
List of officers, Shareholdings, Experence, Education, Moonlighting of Other We don't issue Employees Share Options, and other information,
Companys' Position, and Employees Warrant Holdings. please refer to page 15 - 16.
; - | AL\ A LA S BT &G R - 20579 gl 208 T4 7 BEE S B 451k,
3 @E%EI/N\H@EH& (um@ﬁ_ﬁ) BRI gié‘é‘;;é Jouﬁ‘ixm BRI T HI A TR BE E E A 2
Earnings Per Share after Distribution Employees' Bonus from Net Income. . T S
Employees' Bonus was paid in cash, please refer to page 79.
44 il B % B 2R B MR MR B LE 27
Shareholders Who Hold Over 5% and the Actual Shareholdings and Ratio
45 PEn il [ RIRER SRR LEl 2
The Top Ten Shareholders and the Actual Shareholdings and Ratio
A BT SR i 2 B
46 Earnings Per Share after the Distribution of Employees' Bonus and 9
Remuneration to Directors and Supervisors
4 RERERERFSHA B R 133

The Execution of the Resolutions Reached in Shareholder's Meeting




FFF 3 = AT R0 RHIF2004 - E26% B TRl A 22k ~ By e B fse IR B
Appendix : Name and Title of the Top Ten Employees Who received Employees’ Bonus and the Total Shareholdings

2004.12.31
Pe ALHA L] Fi T el
Rank Name Title Shareholding

G S 1

1 4£{Z fff Shin-Hsiung Chuang R 120,502
President

2 Z|% 5 Shing-Dieh Liu Rt 2,208
Chief Auditor

3 #3¢ = Kuang-Erh Lai AR TR BT BRI R 313547

T Exec. Vice President and Head of Business Management Dept.

3 | /i % Fang-Nan Liou B Hes 25,132
Exec. Vice President

3 %24 Shih-Chiang Huang Bl A SRR AR AR R 1,122

T Exec. Vice President and Head of R & D Dept.

6 #J]% AnnaHsu HH 0
General Manager

7 m‘ 1;51; (ﬁ Chun—Ching Ko EE F”EJ %ﬁjt [El EL Bﬁ M’Iﬁ %K %S(ﬁ IE 0
Consultant and Manager of North area Risk Management Dept.

8 I@/J?ﬁﬂ‘ Liu-Nan Chen /\JJﬁ{ﬁ@Fﬁ& 5,739
Head of Human Resources Dept.

8 %775 Yi-Jong Liou TR 0
Head of Information Technology Dept.

4§

8 %% Y Shiow-Jen Tsai HH 7,147

General Manager
4§

8 it S Cheng-Yen Yu HH 9,244

General Manager
, : HI B
8 B Thai-lang Lu BRI 3,363
®h ¢ Vice Chief Auditor
Az
an 208,004
Total

= I IR
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Business Unit Directory
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HEAT e BRI o153 SO HRE 2 stk Je #8535 Business Unit Directory

B o ik G
Unit Address TEL
w1y R T 7 A T R 16855
Head Office 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-0535
B T I R 1680
Business Dept. 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-0535
NG 1R T P MR U — B 2508 1 1

Minicipal Treasury Dept.

1F, 2 Su Wei 3rd Road, Lingya District, Kaohsiung, Taiwan

(886)7-336-0408

[ 150

International Banking Dept.

T e R P EE DU S 152
2F, 51 Chung Hwa 4th Road, Lingya District, Kaohsiung, Taiwan

(886)7-535-5375

IEAC T T < s — He2 T

Trust Dept. 3F, 27 Liu Ho 1st Road, Hsinhsing District, Kaohsiung, Taiwan (886)7-238-5188
NEDT T B TR B 7S B — B 275 1

Liu Ho Branch 1F, 27 Liu Ho 1st Road, Hsinhsing District, Kaohsiung, Taiwan (886)7-238-4888
BT TR BT A I e KR AT 9%

Tso Ying Branch 479 Tsoying Ta Road, Tsoying District, Kaohsiung, Taiwan (886)7-581-9131
B S RER T T BT 7 A 1 B 1 685 S A

Offshore Banking Unit 5F, 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-0535
LmEER 1T e e [ R — & 101255

Pei Kaohsiung Branch 1012 Min Tsu 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-359-9291
tB8otr 0 BT I 2 - 396577 886172517012
Chi Hsien Branch 396, Chi Hsien 2nd Road, Chienchin District, Kaohsiung, Taiwan (886)7-251-
A& T R TR B 55 B 14557 S86VT-086-1136
Chien Chin Branch 145 Liu Ho 2nd Road, Chienchin District, Kaohsiung, Taiwan (886)7-286-
=R e B = R — %28 757 $86)7.321.8813
San Min Branch 287 Po Ai 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-321-
AT e BT = IR ERNE — B 47055

Wan Nei Branch 470 Ta Shun 2nd Road, Sanmin District, Kaohsiung, Taiwan (886)7-386-5905
5T e BT = R [ P A R 459%% $86)7.381.0499
Chiu Ju Branch 459 Yang Min Road, Sanmin District, Kaohsiung, Taiwan (886)7-381-
REMBSMNT e B = RIS K B R T15% £86)7.380.7306
Ta Chang Mini-Branch 71 Ta Chang 2nd Road, Sanmin District, Kaohsiung, Taiwan (886)7-380-
BT e BT = R A — % 16857 88617.359.5336
Min Cheng Branch 168 Ming Cheng 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-359-
INEERT e BT N ARG 1 S8R $8617.812.0268
Hsiao Kang Branch 2F, 158 Hsiao Kang Road, HsiaoKang District, Kaohsiung, Taiwan (886)7-812-
FEMR T o B T/ R A P 8 332508 (886)7-793-1616
Kwei Lin Branch 332 Kwei Yang Road, HsiaoKang District, Kaohsiung, Taiwan e
BB 1725 B 1994118 (55672230511
Chien Kuo Branch 1F, 199 Chien Kuo 1st Road, Lingya District, Kaohsiung, Taiwan

j(ﬂ:q:"l:)é?\ﬁ_‘ %E’Eﬁ?‘%ﬁ [E%%*E%263%ﬁ (886)7-226-8105
Wen Hua Center Branch 263 Guang Hua st Road, Lingya District, Kaohsiung, Taiwan

—y INIT = =9y (=R - P

=%0T lﬁliﬁmﬂﬁﬁgggf‘tﬁlﬂ’% o . . (886)7-751-1168
San To Branch 171 San To 2nd Road, Lingya District, Kaohsiung, Taiwan

= IR 1T
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£

B Hio ik G
Unit Address TEL

F T ren T 2P Ml R R DU B S 1 5% 1
Nan Kaohsiung Branch 1F, 51 Chung Hua 4th Road, Lingya District, Kaohsiung, Taiwan (886)7-330-1060
ifF 1T v e T 2P D U = B 2505 1 4
Shih Fu Branch IF, 2 Su Wei 3rd Road, Lingya District, Kaohsiung, Taiwan (886)7-335-0260
RS 1T T S T T L R B 1807%
Chien Chen Branch 180 Min Chuan 2nd Road, Chienchen District, Kaohsiung, Taiwan (886)7-332-7131
T re A T T SR DR R B 5 2%
Tsao Ya Branch 52 Yu Kang Road, Chienchen District, Kaohsiung, Taiwan (886)7-841-3847
HENMT T T A e L 78070 2 3
Yu Chang Branch 780-3 Chun Hsiao Road, Nantze District, Kaohsiung, Taiwan (886)7-363-7478
ke T e e TR E A B 141 5%
Nan Tze Branch 141 Chien Nan Road, Nantze District, Kaohsiung, Taiwan (886)7-352-4391
sl T e g TS LI LAY BE 10185%
Ku Shan Branch 1018 Chiu Ju 4th Road, Kushan District, Kaohsiung, Taiwan (886)7-532-1001
MR 5 81T ren T B I K B 6%
Yen Cheng Mini Branch 6, Ta Reng Road, Yencheng District, Kaohsiung, Taiwa (886)7-551-1061
fid 1T re e T BTt 3 1 5450%
Chi Chin Branch 54, Thung Shian Road, Chichin District, Kaohsiung, Taiwan (886)7-571-8263
Bl T o R IR LI T 75 % B 362-65% §8617.776.3688
Feng Shan Branch 362-6, Ching Nien 2nd Road, Feng Shan City, Kaohsiung County, Taiwan (886)7-776-
RENT = HERR K BB = BR 480571 ~ 248 (886)7-786-1899
Da Fa Branch 1/2F, 480 Fong Lin 3rd Road, Ta Liao Hsiang, Kaohsiung County, Taiwan el
R T R IE RS 1525k 115 $8618.736.881 1
Pin Tung Branch 1F, 152 Chung Cheng Road, Pintung City, Taiwan (886)8-736-
adtrts Bt LT B 168571 ~ 248 (886)2-2563-0101
Taipei Branch 1/2F, 168 Sung Chiang Road, Chungsang District, Taipei, Taiwan i )
(EESVixn EALTIRZ i (5 8% — Bk 1345%
Shin Yi Branch 134, Shin Yi Road, Sec.2, Taan District, Taipei, Taiwan (886)2-2356-4888
KREDT aALri L ACE— B9 75k (886)2-8502-1636
Ta Chih Branch 97 Jingye 1st Road, Chungsang District, Taipei, Taiwan
HRI T BRI —BE 1985 (886)2-8227-1399
Chung Ho Branch 198 Chien Yi Road, Chung Ho City, Taipei County, Taiwan Ranl
PR 1T BT RAEBR413 ~ 415 ~ 4175 (886)3- 338-1288
Tao Yuan Branch 413/415/417 Min Sheng Road, Tao Yuan City, Taiwan
# ot T RS 2257
Hsin Chu Branch 22 Min Tsu Road, Hsin Chu City, Taiwan (886)3-523-0333
AT i o = Bok - 208 561422522558
Tai Chung Branch 1/2F, 69, Sec.3, Huei Chung Road, Nanthung District, Taichung City, Taiwan
AN A IaEE T 2 7 [ EBE 7T i
mrﬁﬂﬁ uﬁﬁﬁ?@%$ﬂ%l9}% o . . . (886)6-295-5588
Tai Nan Branch 191 Cingping Road, Anping District, Tainan City, Taiwan
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94 T Bk o FC RS B ZF e £

ARBC 5 B TALFILZ RS A2k

HFE  Tite 14 Name TAE Title 4 Name HAE Title %4 Name
o HEAS T i e i (S5
President Shin-Hsiung Chuang General Manager Mei-Ling Chen General Manager J.C. Shou-Jen Chen
RIFEHEHE T~ i HE e FH
Exec. Vice President Kuang-Erh Lai General Manager Don Huang General Manager Yeh-Shing Wang
RIREHEIE EVES i E P i RFEER
Exec. Vice President Fang-Nan Liou General Manager Yen-Ching Hsien General Manager Mei-Chu Chang
RIREHER kA i BEfRAL i KER
Exec. Vice President Shih-Chiang Huang General Manager Chien-Cheng Lan General Manager Duncan Tsai
ek 5B s EBHhE e FRE
Chief Auditor Shing-Dieh Liu General Manager Chiu-Chin Huang General Manager Anna Hsu
] fal e i G F i RN
Consultant Chun-Ching Ko General Manager Ching-Tsan Chen General Manager Ming-Hung Wu
HIRERRROSUATIR | yejiy s i eSS i s

enior Vice President, Treasury g . .
Dept, Adjunct Manager,0BU Margie Hong General Manager Ying-Chung Lin General Manager Wen-Lueh Su
i ik R 5E s HE
General Manager Jin-Biau Tsai General Manager Shiu-Hui Liu General Manager Shih-Hung Huang
i EECES i &0 i PR
General Manager Pi-Jung Ko General Manager Hueng-Fen Yen General Manager Shw-Mei Hong
s o s #ne s BT
General Manager Lien-Te Hsu General Manager Ju-Chen Lu General Manager Tzu-Dan Yen
i #EKL m A i kR
General Manager Shiow-Jen Tsai General Manager Yueh-O Wang General Manager Kuei-Song Shen
s le) 7T i FE( i B
General Manager Yuan-Chin Shiang General Manager Hwa-Jen Lee General Manager An-Ho Liu
B CR=1104 3 UiZiE] 3 A
General Manager Min-Cheng Wu General Manager Cheng-Yen Yu General Manager Te-Ching Wan
Gk b s B Hi R B
General Manager Li-Hwa Chen General Manager Chin-Tzay Yan General Manager Chuck Chen
s Bz i El i ML
General Manager Shuen-Hwa Chen General Manager Chu-Sheng Tsai General Manager Chi-Jen Lin
g RIFE

General Manager

Wen-Hau Sher
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