


Review on Corporate Governance And Plans for Improvement or Responses
by The Bank (at the end of December 2003):

Item Execution

I Infrastructure &
principles of
corporate governance

(I) Does the Bank
have its own
corporate
governance
system, covering
major governing
principles?

Yes

The Bank has
established the

(II) Does the Bank
have a fine
internal control internal control

system with system in accordance

effective with the

fulfillment? “Implementation of
Internal Controls and
Auditing Systems For
Banks”. The internal
control system is
under an effective
operation except that
a case of staff fraud
occurring in the Pei
Kaohsiung Branch
led to a fault in the

system in 2003.

I1. Shareholders’
structure & equity

(I) Does the Bank have
any rules governing
the conduct of
shareholders’
meeting?

Yes

(IT) Does the Bank
designate any
persons in charge
of shareholders’
recommendations
or disputes?

Yes

(III) Does the Bank
always control
principal
shareholders who
own the actual
power over the
Bank and manage
to have the latest
list of these
shareholders?

Yes

Summary of execution

Strictly perform awareness duty of ‘“honest
managers”’, managing changes of shareholder
structure, respecting shareholders’ interests,
smoothing communication with interest related
parties, and performing our social responsibilities as
well as adherence to public and transparent
information disclosure system.

1.The Bank has established the internal control system and
accordance with
“Implementation of Internal Controls and Auditing Systems

implemented risk management in

For Banks”, which both are conducted by an independent

auditing department. The resulting reports will be presented

to Board of Directors and Council of Supervisors on a regular
basis.

2.The internal control system is under an effective operation
except that a case of staff fraud happening in Pei Kaohsiung

Branch led to a fault in the system in 2003.

3.The Bank immediately responded to the above deficiency:

(A) Add and publish “Guidelines for The Improvement on
Cashier Management and paying and collecting
operations” and correct the operation process of Tax
collection. Business branches are strongly asked to act
properly to these rules, which have been involved in
auditing items by the Auditing Department.

(B) The IT Department has developed a new program aiming
to strongly control checking account opening and issue of
check books. Furthermore, additionally print account
name in all kinds of transaction vouchers for the purpose
of reviewing and auditing.

(C) The
deficiencies of this case against Pei Kaohsiung Branch.
All deficiencies were revised and corrected.

Auditing Department has re-examined the

Stipulated in 1997 and first revised in 2002.

Special lines and emails available for
shareholders’ recommendations and problem
solving.

The major shareholder is Kaohsiung City
Government, representing 46.27% of total
capital

Reason for

Improvement

inability to plans or responses

execute

Depending upon the
needs of corporate
governance
enhancement,
consider appointing
a special committee
or a budget to
purchase insurances
for directors and
SUpervisors.



Corporate Governance Practices

Reason for Improvement plans

Item Execution Summary of execution .
inability to execute or responses

(IV)Does the Bank
disclose important
items,such as
pledges and
increase or Yes
decrease in the
shares of the
Bank?

All information of pledges and changes in
shareholdings is disclosed in Market
Observation Post System

(V) Does the Bank
have any risk
control mechanism Rules for monitoring subsidies are applied to

and firework with Yes all affiliated companies.
affiliated

companies?

I11. The structure and
independence of
the Board of
Directors

Government
representatives occupy
10 of 12 seats of
directors, and all 3
supervisors are
represented by the
government. Among

(I) Does the Bank set .
the directors and

out 2 or more

seats for A supervisors, some are

independent reputed scholars and

directors? CPAs. As a result, the
function of

independent directors
and supervisors is in

place.
(1) Is there an
Auditing Currently, Supervisors
Committee No and CPAs perform
under the Board auditing for the Bank.
of Directors?
(IIT) Do different

persons act as
the Chairman

and the. Pr;:sidffnt The Chairman is Flandy C. Su and the
RESpEsinE iyl Yes President is Shin-Hsiung Chuang. They

yes, are these .
Iy o are not relatives.

or first-class
blood relatives?

(IV) Do directors
behave properly
to avoid any
resolutions Yes
which they may
have interests?

The directors have no privilege in speaking
and voting in resolutions in which they
have interests.

1V. Duties of Board
of Directors and
Managers






