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Dear Madam / Sir,

The speed of economic recovery seemed to slow down
for 2004. In 2005, the global economy faces several negative
factors including a rise in oil price again, risks in the real
estate market or in indebtedness caused from the rising of
interest rates, foreign exchange effects, imbalanced global
economy, and a cooled down economy in China. EIU forecast-
ed that the growth rate of gross global products calculated in
market foreign exchange rates would slow down to 3.2% for
2005.

In the domestic market, in order to trace the trends of
development of large-scaled enterprises and internationaliza-
tion, the Financial Institutions Merger Act and the Financial
Holding Company Act took effect in succession to build up
the legal structures for the merger and acquisition within the
business or across business by financial institutes and to
encourage the integration of financial institutes. In respect to
mergers and integration in the financial industry, both the
business consideration of financial institutes' independent
operations and the catalytic action from the government have
pushed financial institutes into the processing of M&As. In
the meantime, to effectively deal with the underperformed
financial institutes, sound financial institutes lured by numer-
ous attractive terms have participated positively. Besides, the
tender mechanism of the Financial Restructuring Fund has
completed several tenders for underperformed financial insti-
tutes' marching out.

For the future, the development of the financial market
will continuously progress in accordance with the goals
declared by the Financial Supervisory Commission, Executive
Yuan. The establishment of financial centers of regions, intro-
ducing foreign capital into domestic operation, and integration
and merger of financial institutes with government shares and
financial holdings companies will effectively expand the eco-
nomic scale, raise the international competitive power and
fully support the macroeconomic development.

Surrounded by large-scaled financial institutes, we have
consistently conducted our business in a way of steadiness and
soundness. And we have also urgently attempted to break
through the difficult positions and differentiate our products.
In addition to the above, we have aggressively developed con-
sumer banking and gone deep into wealth management. In
2004, we successfully relocated our Li Tze Nei Branch from
Kaohsiung to Taipei City and renamed it Ta Chih Branch. We
reorganized our bank because of the expansion of our service
network. With full effort from all of our employees, in 2004
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our rating was upgraded from "twBBB" to "twA" on long-
term credit and "twA-3" to "twA-2" on short-term credit and
the rating outlook was "stable", which is the second upgrade,
since 2003. These were great recognitions and expectations of
the effort of our man agement team.

On reviewing the past year, our budget implementation,
financial revenue & expenditure and profitability, business
plans, results of operating strategies and current status of
R&D are summarized as follows:
|. Budget implement:

AT HEN / B2 EE T s Unit : NT /US Million Dollars

cperangley PP Hp AR US|

TR ! , Accumulated Trading Foreig .

Execufi O/n Average Deposit Balances Average Loan Balances Exchange Volume Accumulated Earnings
EFS# Outcome 113,168 111,453 2,895 548
THEE Target 124,500 120,000 2,500 460
EINZE Achieve % 90.90 92.88 115.80 119.16
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I1. Financial revenue, expenditure and profitability:

Please refer to the Statements of Income on page 47 for
the financial revenue & expenditure.

After provision for credit loss substantially NTD480,346
thousand was provided and credit loss of NTD 576,360 thou-
sand was written off in 2004, the income before income tax
amounted to NTD548,138 thousand, which successfully
reached 119.16% of our goal, income before income tax of
NTD 460,000 thousand, generating earnings per share before
income tax of NTD 1.09. Our profitability grows steadily. Our
income before income tax would be NTD 1,028,484 thousand
if the provision for credit loss were not provided.

I11. Business plans, results of operating strategies, and

current status of R& D:

1. Improve asset quality:

We have written off a substantial sum of credit
loss amounting to NTD 576,360 thousand in 2004. In
June of thesame year, we also sold our non-performing
loans of NTD 151 million. As of Dec. 31, 2004, the non-
performing loanmounted to NTD1,676,544 thou-
sand, representing decrease of NTD191,810 thousand
against NTD 1,868,35thousand as of Dec. 31, 2003.
The ratio of decrease wd®.27%. The ratio of NPL
was 1.60%, representing decrease of 0.04% against
1.64% as of Dec. 31, 2003he asset coverage ratio was
48.25 %, representing ashecrease 00.19% against
48.44% as of Dec. 31, 2003.

2. Expand oper ating foundation:
"Ta Chih Branch" was established in Taipei City on

SR 2
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ed in Kaohsiung City and Kaohsiung County, where there
are 31 branches. And there are four branches in Taipei City
and Taipei County, one branch in Tao Yuan City, one in
Hsin Chu City, one in Taichung City, one in Tainan City
and one in Pintung City, totaling 40 branches.

7 : "Establishment Plan for Centers of Corporate Banking in
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the Greater Kaohsiung Area" was passed on March 2004.

The first step was to "adjust the position for small area
branches". Professional branches were selected in turn to be

responsible for key business. Consequently they will devel-
op towards the mode of centers of corporate banking. The
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final goal is to set up a south center and a north center of
Kaoshiung corporate banking. At present, Wen Hua Center
Branch, Feng Shan Branch, Da Fa Branch, Chiu Ju Branch,
and Kwei Lin Branch were selected as the professional
branches for the business promotion of "Working Capital

Loans for Small & Medium Enterprises".

4. Widely set branches with financial service and speed up
the deploy of financial consultants:
Currently we have 22 "VIP Wealth Management Centers"

and 31 financial consultants.
5. Strive for over seas business:

In line with the government's policy of the direct shift of
cross strait financial business, we aggressively serve
Taiwanese entrepreneurs in Taiwan, Hong Kong and
Mainland China. We also started to run the business of off-
shore loans and factoring to create more niches for the
Bank.

6. Value the performance of financial trading:

The financial environment is changing all the time.
Traditional business of deposits and loans had been falling.
The interest spread between deposits and loans reach new
lows incessantly. We aggressively engage in foreign
exchange and foreign bonds investment to improve the per-
formance of financial trading.

7. Aggressively promote and modify products:

For market competition, we have continually launched
numerous products, such as Chip Combo cards, "Acting as
the agent for sales of gold", "Factoring" and "on-line local
L/C negotiation”, mutual funds, structured notes, "discre-

tionary investment under fiduciary relations with securities
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investment consulting business"”, and Governmental E-

Corporate Card, which positively benefited the bank.

Looking ahead to 2005, we will continuously improve
our brand value and expand the market share in the expecta-
tion that "Small and Beautiful" Bank of Kaohsiung will even-
tually establish a presence in all parts of Taiwan. Our expecta-
tions are as follows:

1. Under the existing policy of blocking applications of new
branch establishment, in order to position in all parts of
Taiwan, we will expand the service network to the whole
nation by rear ranging our locations of branches for increas-
ing the width of customers.

2.Plan to arrange capital increase at suitable times to solidify
owners' equity and expand the scale of our operation.

3. We will consistently dispose our non-performing loans and
strictly control the credit quality to maintain the standard of
our assets.

4. We will actively expand the business of consumer banking
and corporate banking to diversify risks and reduce the
reliance on any single customer.

5. We will continue to promote the existing trust products and
develop new products. In addition to discretionary invest-
ment under fiduciary relations with securities investment
consulting business which has been approved, trust for chil-
dren's education and starting enterprises, pension funds, tes-
tamentary trusts will be also launched at the proper time to
cope with the market demand. In the meantime, we will pos-
itively set up new "VIP Wealth Management Centers" and
train qualified financial consultants to match with cus-
tomer's financial needs, which is expected to seize the trust
and wealth management markets.

6. To follow the change of the capital market, in addition to
original investment, we will newly invest in structured prod-
ucts, such as credit-linked bonds, asset securitization, and
Mortgage-Backed Securities from time to time, which will
increase the yield and the Bank's earnings by aggressive
financial trading.

At last, our sincere wishesto our shareholders.
Wishing health, prosperity, and happiness to you!
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We, previously named "City Bank of Kaohsiung Co.,
Ltd." and called "City Bank of Kaohsiung" for short, was
renamed "Bank of Kaohsiung Co., Ltd." on January 1, 1994
and hereunder is abbreviated to "Bank of Kaohsiung". In the
beginning of the Bank's establishment, the initial paid-in capi-
tal was NTD 450 million, 99.994% of which was put up by
the Kaohsiung City Government. After several capital increas-
es and the privatization in the past 23 years, the total paid-in
capital has amounted to NTD 5,034,238,040 to date. In the
past 23 years, in order to positively improve the operating
essence, strengthen the financial transparency and raise our
competence, we were listed on the TSE on May 18, 1998,
were transformed as a private enterprise on September 27,
1999 and were upgraded as a national bank under the approval
of the Minister of Finance on May 31,2001.

There were no mergers and acquisitions with other banks
in recent years and up to the date the annual report was pub-
lished. We are not under any financial holding company. There
were no substantial shifts or exchange of shares which belong
to directors, supervisors, and stockholders who should report
their shares under the Clause 25, Item 3 in the Banking Act of
the Republic of China. There was no operate-transfer and no
other material events that essentially influenced stockholders'
interests.
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Corporate Banking Dept. : Planning, promotion, review,
credit investigation, management, economic studies, and
appraisal of collateral of corporate banking business and relat-
ed business guidance and consulting.

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

Business Administration 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 supervisory of the Bank's risk
control; processing of public-benefit lotteries and agent serv-
ices for other related business.

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, reissuing of manager's certifi-
cates, credit rating, compilation of annual reports.

Legal Affairs Dept. : Affairs related to justice and non-per-
forming loans.

Executive Administration Dept. : General administration,
cashiers, 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, manage-
ment, business trips and leaves, training, wages, welfare, and
retirement pay and pension of human resources and labor-cap-
ital relations.

Information Technology Dept. : Planning, design and operat-
ing management of automatization.

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

Business Dept. : Various types of deposits, loans, foreign
exchange, domestic remittance, guarantee, cash pay, capital
management, and other financial service.

International Banking Dept. : Managing, Planning and pro-
motion of foreign remittance, deposits, loans, guarantee, cash
pay and other foreign exchange business.

Trust Dept. : Handling trust business approved by the central
competent authority with planning, promotion, and execution
of subsidiary business.

North area Risk Management Dept. : Examination and
review of appraisal on real estate of corporate and individual
credit loans of branches which are located in areas to the north
of Changhua and the related legal affairs and overdue manage-
ment.
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1i58/HES ~ BigZ AEEL Information on Directors & Supervisors

2005.03.31
SE(TIRFRA IR FRLER IS e,
S T el WJZGE(T | Sharcholding When Elected Current Shareholding G ~ AR £ 20
- = ’ = SERIEFA TR ) CGRFRFATER T D)) SLERS )
ot 3 H# ES) Hin (Joinﬂl Shureh(:?:;i in ’ Joint Shari:;c:ii1g in SPSO}:SC gl }Vl_inor
Title Name Date Term First Date KanhsiungCilyG(ij’c:nm/cfn KaohsiungCitnyj/einm/e?[ are OSIZgL _
Elected | Expires | Elected | g | JIUEE 0y | HIUEE gy | MRUCE
Shares % Shares % Shares %
WHE fkA 1L [Flandy C. Su
(EHEHBOT )
Chairman (Represenaive of Knohsiung Ciy | 20020620 | 20050619 | 2002.03.29 | 218,723,000 4874 | 232,920,160 46267 0 0
Government)
S R EEE’ESh.in-Hsiung Chuang
Managing Director & | (FEETEUIE) 1 agp 0690 | 2005.06.19 | 1999.11.10 | 218,723,000 48.74 | 232,920,160 46267 0 0
. (Representative of Kaohsiung City
President Government)
FR[F1 14 Kenneth 8. Lin
g
HEER (TRHETTBR )
Managing Director (Represenaive of Knohsiung Ciy | 20020620 | 2005.06.19. | 1999.12.07 | 218,723,000 4874 | 232,920,160 46267 0 0
Government)
A %@IﬁBor—Yzi Huang
mIEH (BHEFEER) 00620 | 20050619 | 20020620 | 218,723,000 4874 | 90160 | 46267 0 0
Managmg Director (Representative of Kaohsiung City
Government)
o it 75 Jueifang P. Chen
(B E)
Director (Represenaive of Knohsiung Ciy | 20050315 | 2005.06.19. | 2005.03.15 | 232,920,160 46267 | 232,920,160 46267 0 0
Government)
i ?%Eﬁ%Fu-F@ng Hung
; (RHEFEUT) 00620 | 2005.06.19 | 1999.1207 | 218,723,000 4874 | 222920160 | 46267 0 0
Director (Representative of Kaohsiung City
Government)
e Egﬁliengﬁeng Chang
) (RHETIERIER)  19002,0620 | 2005.06.19 | 1999.12.07 | 218723000 874 232920160 | 46267 0 0
Director (Representative of Kaohsiung City
Government)
W B SCE WP, Chiu
; (RHEFETE) 00620 | 20050619 | 20020620 | 218,723,000 8874 | 090,160 | 46267 0 0
Director (Representative of Kaohsiung City
Government)
w6 SR EShih-Shin Chang
; (BB 000620 | 20050619 | 20020620 | 218723000 874 090160 | 46267 0 0
Director (Representative of Kaohsiung City
Government)
o 2B HAChun Sung Lee
) (B og0306.12 | 20050619 | 2003.06.12 | 218,723,000 4874 | 232.920,160 46267 0 0
Director (Representative of Kaohsiung City
Government)
#HHARR A
Director and H85¢ ~ Kuang-Erh Lai 20020620 | 2005.06.19 | 1999.03.12 29.900 0.007 33,547 0.007 0 0
Exec.Vice President
L33 Chin-Chieng Hong
T INGHE
ER OREREHRATR) | 00000620 | 20050619 | 2002.06.20 200,000 0045 224400 0.045 26928 0005
Director (Representative of Unicorn
Investment Co.,Ltd.)
J— ?E?.ZEanChapg
WEERSA (RUETBURFIR) 190000801 | 2005.06.19 | 19940323 | 218723000 4874 | 232,920,160 4667 0 0
Resident Supervisors (Representative of Kaohsiung City
Government)
B <8 ¥ Chin-Shou Kuo
m?g)\ CREETEGETR) 1 9002.0620 | 2005.06.19 | 2002.06.20 | 218,723,000 4874 | 232,920,160 46267 0 0
Superv1sors (Representative of Kaohsiung City
Government)
B kA S Yi-Hiu Su
Gz /A (RIETEATRZ) 20020620 | 2005.06.19 | 2002.06.20 | 218723000 4874 | 232920160 46,267 0 0
S upervisors (Representative of Kaohsiung City
Government)

FEL BB A RARE ARG 2R 1 MR ARAZ RS -

The names of juridical stockholders, please refer to page 11 "Major Shareholders of Bank of Kaohsing's Judicial Person Shareholders."

FE2 0 BT ER ASRES N 21994.03.23~~1995.11.29 HHi AR S & e T BORFIRAE A T HE S 5 1622002.08.0 1 HH{Z AN B e L T IBORFUR AT THE G =

[Resident supervisors were appointed to be Director by the juridical person shareholder, Kaohsiung City Government, on March 23,1994~November 29, 1995.



FIAHb A $42%
FrA ey

FIRITARAEAAT B Hfth 24 7]

ELRCRE B IR R HAt A~ #
BERA

4 s v LR () B R s S e
Name - Experience(Education) Also Serves Consanguinity to Each Other
Bl Rt C il 144 Bt
Shares >hare}o|7zyldmg oncurrently as Name Relation
BZfods  ABBRRAE  SREE T EE
. - (U EBBAEaER T sk \REAALER
o L WIKE) ~ TR (R) LR  HILEO (%)
BT EEE WAE ) ErARARLAES  HliE
(ﬂgtiaﬁ[éjn]??% S Su 0 0 Chairman, Bank of Kaohsiung l/;irecwr of Waterland Securites Co. Ltd., Sunrise Asset
=1 § T AR A S M 1t Co. Ltd, and Kaohsiung Rapid Transit Co. B
(Representative of Kaohsiung City 3 Eﬁmﬁﬁﬁ@% E A @@$E (Ihzen:lg;:le:mi:)ion; area ;eld ?12 jiﬁ:gigal ;grlsonrmm !
Government) President, KaOhSlLlIlg Bank tepresentatives of Bank of Kaohsiung; the aforementioned
ot itions have be d by the Central Competent
Association Aoty i Ly Tetgy Co.L Dicr,
Jhong Shan Yi Liou Co,Ltd.
{f%iﬁShin—HSinng Chuang e
(GHTBITE) 0 o | FHERTHEHEE _ B
(Representative of Kaohsiung City President, Bank of Kaohsiung
Government)
i H L. » SERIIN < N V=3
P emes . i EABMIERAE | REERERA
<Rnep,esemam of Kaohsiung City 0 0 | Economics Professor, National | Supervisor, Mega Financial -
Government) Taiwan University Holding Company
%ﬁﬁg?{% Huang FILHITERA ~ WEERA | R () AR &H
<Rnep,esemam of Kaohsiung City 0 0 | Supervisor/Resident Supervisors of | Independent Director, In Win —
Government) E. Sun Commercial Bank Development Inc.
B3 75 Jucifang P. Chen FEUL SRR A | GHERT (B) AREETE
(FETEURF ) EE:t IE%E o
(Representative of Kaohsiung City 0 0 - . o
Government) MBA, Northern Arizona University | President, Bank of Kaohsiung Workers Union
%E%;ﬁ;mg Hung mIEmRHt g RER
(FHETTERT R ) . . .
(Representative of Kaohsiung City 0 0 Dlrectgr, Bur,eau of Social Affais, - B
Government) Kaohsiung City Government
?E%%Feng%ng Chang EIETBERR R R
(ﬁiﬁ%mlﬁlﬁ &) o 0 (0 | Director, Bureau of Environment — _
(Representative of Kaohsiung City . . .
Government) Protection, Kaohsiung City Government
BRSTEWP. Chiu E T A G R FHIE (B) AREERE
(RHETBARE) 0 (| Director, The Importers and Chairman, Hsin Feng Industry -
(Representative of Kaohsiung City . . ’
Government) Exporters Association of Kaohsiung | Co.,Ltd. and etc.
3538 £ Shih-Shin Chan Y iLESEE N - o -
FRTRRE) 0 . P“refd”;i% V;foﬂiﬁ% ﬁﬁ B IR AR R R B
(Representative of Kaohsiung City C) g rap Chairman, Win Paper Co., Ltd.
Government) Association
A B FER T EN p N - -
FEHChun SungLee AUTEHOAOERE | M % (R AT RERS
(Representative of Kaohsiung City 0 0 | Chairman, The IfHI?OITCTS and ' Chairman, Lites Enterprise Ltd. and -
Government) Exporters Association of Kaohsiung | etc.
Emfﬂﬁg%ﬁ%@i gfi?w%’%}ﬁﬁ(%Wﬁ@ﬁ'ﬁtiﬁ)ﬂﬂ
*ﬁ%:Kuang-Erh Lai 0 0 | Exec. Vice President, Bank of Director, Taiwan Bills Finance Co.Lid (Judical person —
: tative of Bank of Kaohsiung Co., Ltd. and the positi
Kaohsmng :ﬁ: ap;:o(:‘ed :: lI:e C:;‘nrxnlugﬁm;elem A?xx:hori:y')m "
LS EChin-Chieng H = E AL 5 1 -
gyé%&%ﬁ@ﬁﬁ%) e CHEIECRL IR MFRRAAERR
o A 0 0 | General Manager, Taiwan Lu- . ‘ —
(Representative of Unicorn . . Chalrman, HO]y Hon's CO.,Ltd.
Investment Co.,Ltd.) Lin Industrial Co., Ltd.
SR % Fan Chang B3 R BT R
(R HEBT ) : ;
(Representative of Kaohsiung City 0 0 B. 'Econor.mcs,vNatlonal Chung - -
Government) Hsing University
g SFChi il grE INETEEER = A e = sop
i o Kao GUMEIWLAES K5 | coosnmamimoansy
& . LEE N X .
(Representative of Kaohsiung City 0 0 g;erviwr, Resident Supervisor, Director , Managing Director, Hung Yi Management -
Government) Director of Kaohsiung City CPA Association Consultant Co., Ltd. and etc.
A sy T B ST - | S () ATREAY
(Representative of Kaohsiung City 0 0 ;:lg;uezlslrfdz?;:;;alljlzsaQT:;;ZIH%([}‘Z?GE\I/ZEISR of SUpCerSOl‘, Makealot Industrial -
Government) Co., Ltd. and etc.
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235 A .2 FEAHE Major Shareholders of Bank of Kaohsiung's Judicial Person Shareholders

2005.02.28

YN GEA BB EERR
Name of Judicial Person Shareholder Major Shareholders of Judicial Person Shareholders
TR
Kaohsiung City Government
KER AR BESRER ~ PSR R~ BUKRE ~ Bk
Unicorn Investment Co.,Ltd. Chin Lang Hung, Chin Shu Hung, Chin Hsiang Hung, Yung Chang Hung,

Yung Yu Hung

= AR EERRBEARRNARE M-

A major shareholder of juridical person shareholder is a representative of juridical person sharetarider

3 - HEER A BN B BN Directors' and Supervisors' Professional Experience and Independence

Information
2005.03.31
Fqmps BATHELL PG ~ B~ M W83 (3F) Ohndependence Status (Note)
Qualification PUTEBH < TIERER O
b Five or more Years of Experience in Business, 1 2 3 4 5 6 Remark
Name Law, Finance, or Bank Business Related Fields
@&#4A1L Flandy C. Su v v Vv v v v -
#41{Z 1#f Shin-Hsiung Chuang v v v v v v -
I 16 Kenneth S.Lin v v v v v v v -
# f#1 Bor-Yi Huang v v v v Vv v v -
W5t 75 Jueifang P. Chen v V v Vv Vv v -
L& I Fu-Feng Hung v V v Vv v vV -
IR % Feng-Teng Chang v v vV v v v -
B SCE W.P.Chiu vV v vV v v v v -
3% 88 Shih-Shin Chang vV vV vV v Vv Vv Vv -
ZEE A Chun Sung Lee v v v N Vv Vv v -
#EOt.— Kuang-Erh Lai Vv Vv v vV vV vV -
JE3i3tE Chin-Chieng Hong Vv Vv Vv vV vV -
5% % Fan Chang v v v V V v v -
F8<55F Chin-Shou Kuo v vV v v vV vV V -
##H H Yu-Hui Su v v v Vv v v v -

i+ BEE - B NETME Independence of Directors and Supervisors

1 IEBIRIT R A BCE AR CEHE - BREASZEA -
Is not an employee of the Bank; nor a director, supervisor, or employee of its affiliated enterprises;

2. FFEE B HER A IR T O BITIR IR B 2 — DA EBRARRT 4 2 B AR AR -
Does not directly or indirectly own more than 1% of the Bank's outstanding shares; nor is one of the top ten non-instiawgboéders of the
Company;

3. JREAT T3 A Z LR T DI E R -
Is not a spouse or of immediate relation (child, parent, grandchild, grandparent, or sibling ) to any person specifiegtedthg fwo para-

graphs;

4. FFEEBE A IRTERT RIEFEE 2 LR AR CESR - BEEA - ZEABRRIOWEARRZEDSR - BEA - ZE
Ao
Is not a director, supervisor, or employee of a judicial person shareholder which directly owns more than 5% of the Ban#iagstsares;
nor a director, supervisor or employee of the top five judicial person shareholder which are owners of the Banks issued shares;

5. FFERITHEE « EH IR IFEAFIBHEE I ES - BEEA - BEASFRE 2R ERE -
Is not a director, supervisor, or officer of a company which has a business relationship with the Bank; nor a shareholdsrmdre than 5%of
such a company;

6. FEE A —FE NIRRT BA TR SRTS ~ S ~ REFIRE - B EEAL - BE - &% AFBREER oL - 8BA - E
F (EEH)  -EZ2EA (BF) - SEARHEME -
Is not an owner, partner, director, supervisor, officer or spouse of any sole proprietor business, partnership, comgatigroministh has pro-
vided the Bank and its affiliates with financial, business consulting, or legal services in 2004;



4 AR ~ B ~ i ~ BEPT s i 1 & &R Information on Officers

2005.02.28
- G HCM Rl et
Hekia 4 H) (T Shareholding Spouse & ;‘f oﬁf‘s{garehol ding|  Shares Held through Other
Title Name =p:i] Parties
Date Elected e PRz [ FlLLAs e A
Shares sharek‘n;lding Shares sharelzyjlding Shares sharel(;:)lding

S HEPresident AE( ifShin-Hsiung Chuang 1999.11.03 120,502 0.0239 0 0 0 0
ISR B TR
Exec.Vice President and Head of JE)E ~Kuang-Erh Lai 1999.04.09 33.547 0.0067 0 0 0 0
Business Management Dept.
Al 445 Exec. Vice President 2175 % Fang-Nan Liou 1999.10.29 25,132 0.0050 0 0 0 0
RIS R B R B )
Exec. Vice President and Head of #3853 Shih-Chiang Huang 2001.04.27 1,12 0.0002 0 0 0 0
R& D Dept.
HEFEChief Auditor Z#iShing-Dieh Liu 2000.03.01 2,208 0.0004 0 0 0 0
BRI e e PR }
Consultant and Manager of North Tl f&fChun-Ching Ko 2002.07.25 0 0 0 0 0 0
area Risk Management Dept.
#%# General Manager F24:8 Jin-Biau Tsai 2003.04.30 55,987 0.0111 0 0 0 0
83 General Manager fi[33%Pi-Jung Ko 2002.07.25 280 0.0001 0 0 0 0
#47 General Manager {&3H M Lien-Te Hsu 2001.07.26 0 0 0 0 0 0
f%FHGeneral Manager 752 Shiow-Jen Tsai 2000.12.28 7,147 0.0014 0 0 0 0
f4¥H General Manager 11 7C B Yuan-Chin Shiang 2000.12.14 23,426 0.0047 0 0 0 0
#8HH General Manager ﬁﬁﬁlﬁMin-Cheng Wu 2002.03.04 3253 0.0006 3,903 0.0008 0 0
#4 7 General Manager #[I47Shih-Hung Huang 2005.02.24 0 0 0 0 0 0
#4FGeneral Manager 344 Jung-Tai Chang 2005.02.24 0 0 0 0 0 0
% General Manager 7 F % Anna Hsu 2002.07.25 0 0 0 0 0 0
#5878 General Manager B fiMei-Ling Chen 2002.03.04 18,700 0.0037 0 0 0 0
#4#HGeneral Manager #P2EDon Huang 2003.08.01 0 0 0 0 0 0
#§HGeneral Manager HEJYen-Ching Hsien 2002.03.04 6,000 0.0012 0 0 0 0
88 General Manager # 25K Chien-Cheng Lan 2002.07.25 27,208 0.0054 0 0 0 0
#8# General Manager FFKZEChiu-Chin Huang 2000.03.01 7,449 0.0015 0 0 0 0
4 General Manager BB 3EChing-Tsan Chen 2003.10.28 1,659 0.0003 1,446 0.0003 0 0
{53 General Manager %A Ying-Chung Lin 2000.10.23 0 0 0 0 0 0
#4 7 General Manager # % Hueng-Fen Yen 2003.04.30 113 0 0 0 0 0
4 General Manager &A% Tu-Chen Lu 2003.04.30 8,302 0.0016 0 0 0 0
88 General Manager +F A Yueh-O Wang 2000.08.28 0 0 0 0 0 0
##General Manager ZF#E("Hwa-Jen Lee 2004.04.01 0 0 0 0 0 0
#4 7 General Manager 145 Cheng-Yen Yu 2004.04.01 9,244 00018 0 0 0 0
f%FHGeneral Manager EA S Chin-Tzay Yan 2002.07.25 0 0 0 0 0 0
#4# General Manager B34 Ming-Hung Wu 2005.02.24 25,154 0.0050 0 0 0 0
#4 7 General Manager 25 Chu-Sheng Tai 2000.05.01 0 0 0 0 0 0
#8# General Manager Bi5%#Shuen-Hwa Chen 2003.10.28 0 0 2,602 0.0005 0 0
%2 General Manager [ <F{=J.C. Shou-Jen Chen 2002.05.13 0 0 0 0 0 0
4 General Manager F %8 Yeh-Shing Wang 2000.05.01 173 0 0 0 0 0
#4F General Manager % EkMei-Chu Chang 2003.10.28 11,620 0.0023 0 0 0 0
4% General Manager 8 FDuncan Tsai 2002.08.22 0 0 0 0 0 0
3ACHH Adjunct Manager 1k Hg % Margie Hong 2000.08.28 0 0 0 0 0 0
% #General Manager #f UM% Wen-Lueh Su 2002.10.31 0 0 0 0 0 0
48 General Manager ki Shw-Mei Hong 2003.04.30 0 0 0 0 0 0
%5 General Manager 1752 Shiu-Hui Liu 2003.04.30 6,058 0.0012 0 0 0 0
{45 General Manager Yok Kuci-Song Shen 2002.04.25 0 0 537 0.0001 0 0
##General Manager Z%H1An-Ho Liu 2002.07.25 33,547 0.0067 0 0 0 0
{4 ¥ General Manager {BB¥ Te-Ching Wan 2002.03.19 16,627 0.0033 0 0 0 0
#E# General Manager B #HChuck Chen 2002.07.25 660 0.0001 0 0 0 0
#F General Manager A% Tzu-Dan Yen 2005.02.24 524 0.0001 0 0 0 0
#4F General Manager PR Chi-Jen Lin 2003.04.30 18,714 0.0037 3,366 0.0007 0 0
{45 General Manager 25 Wen-Hau Sher 2005.02.24 2,244 0.0004 0 0 0 0
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Name

FEH (8) J#

Experience (Education)

FIBITARAE LAY ] 2 s

Also Serves Concurrently as

FUACHT R I LUARR 67 Z KA
Managers are Spouse or Within Second-Degree
Relative of Consanguinity to Each Other

AR
Title

W

Name

IES

Relation

A{E{S TEShin-Hsiung Chuang

1B HESRA THE S B President, Bank of Kaohsiung

fEDt —Kuang-Erh Lai

e TR BHE xec. Vice President, Bank of Kaohsiung

G (B) AR

Director, Taiwan Bills Finance Co.,Ltd.

2175 % Fang-Nan Liou

S TR M Exec. Vice President, Bank of Kaohsiung

EHNS BB () A EdR

Chairman, Kaohsiung Bank Insurance Agency Co.,Ltd.

54 Shih-Chiang Huang

R TRIFERSEE Exec. Vice President, Bank of Kaohsiung

IR AR () AF#HESHR
Chairman, Kaohsiung Bank General Insurance Agency Co. Ltd.

%4t Shing-Dieh Liu

T SR THEFER Chief Auditor, Bank of Kaohsiung

SRR () 23 Al (B %
HSACR) AFIE#) BN

Supervisor, Sunrise Asset Management Co.,Ltd.
‘The company name of Waterland Asset Management Co., Ltd. is changed

fil & Chun-Ching Ko FEilESRTRER Consultant, Bank of Kaohsiung - - - -
#45%)in-Biau Tsai SR THEPE General Manager, Bank of Kaohsiung - - - -
T Z47Pi-Jung Ko [ HERTTAS 2 General Manager, Bank of Kaohsiung - - - —
{RififELien-Te Hsu 5 HESA TS 3 General Manager, Bank of Kaohsiung - - - -
75 Shiow-Jen Tsai [ HESR T THEHE General Manager, Bank of Kaohsiung - - - -
[i1]7CB% Yuan-Chin Shiang FEESRATHEPE General Manager, Bank of Kaohsiung — - - —
RBAMin-Cheng Wu R TAE General Manager, Bank of Kaohsiung - - - -
# it Shih-Hung Huang [ HERR{THHE General Manager, Bank of Kaohsiung - - - -
35878 Jung-Tai Chang [ HER T THEEE General Manager, Bank of Kaohsiung - - - -
#FHZAnna Hsu [ RTS8 General Manager, Bank of Kaohsiung - - - -

[ fMei-Ling Chen

5 HESRA TS 3 General Manager, Bank of Kaohsiung

A SR ABLA () AFl#ER
Director, Kaohsiung Bank Insurance Agency Co.,Ltd.

{[#22Don Huang [ HER{THEHE General Manager, Bank of Kaohsiung - - - -
i ##H Yen-Ching Hsien [ R TASE General Manager, Bank of Kaohsiung - - - -
B: (A Chien-Cheng Lan R THE General Manager, Bank of Kaohsiung - - - -
k% Chiu-Chin Huang [ HESR{ TS84 General Manager, Bank of Kaohsiung - - - -
i B Ching-Tsan Chen FAHFESRT T 45 # General Manager, Bank of Kaohsiung - - - -
k98 Ying-Chung Lin A HESRI T 452 General Manager, Bank of Kaohsiung - - — -
##7} Hueng-Fen Yen 5 HESRA TS General Manager, Bank of Kaohsiung - - - -
[EA1ZTu-Chen Lu [ R THEHE General Manager, Bank of Kaohsiung - - - -
F A Yueh-O Wang [ HESRTTAS 4 General Manager, Bank of Kaohsiung - - N -

Z:#E(“Hwa-Jen Lee

EESRATHS P General Manager, Bank of Kaohsiung

15 Cheng-Yen Yu

[ HESR{ TS HE General Manager, Bank of Kaohsiung

BiSHiChin-Tzay Yan A HESRT T 45 B General Manager, Bank of Kaohsiung - - - -
SHAZ:Ming-Hung Wu (RTS8 General Manager, Bank of Kaohsiung - - - -
5l Chu-Sheng Tsai i S TS General Manager, Bank of Kaohsiung - - - -
it 4EShuen-Hwa Chen [ HER TS General Manager, Bank of Kaohsiung - - - -
[fi<F{=1.C. Shou-Jen Chen A ESRATHEPE General Manager, Bank of Kaohsiung — - — —
38 Yeh-Shing Wang 5 HESRA T 93 General Manager, Bank of Kaohsiung - - - -
3552k Mei-Chu Chang [ HESR THEHE General Manager, Bank of Kaohsiung - - - -
£27% EDuncan Tsai [ R TS General Manager, Bank of Kaohsiung - - - -
tH % Margie Hong [ HESR{ T8 General Manager, Bank of Kaohsiung Eﬁ%{éiyﬁﬁgﬁﬁ( I;Ei:ﬂ;’fziio“u " - - -
# SCHsWen-Lueh Su i S TS General Manager, Bank of Kaohsiung - - - -
HEiHShw-Mei Hong [ R TS General Manager, Bank of Kaohsiung - - - -

H175 £ Shiu-Hui Liu

5 HESRA TS General Manager, Bank of Kaohsiung

JEFEFSKuei-Song Shen

5 HESA T 93 General Manager, Bank of Kaohsiung

2%F1An-Ho Liu [ HER THUHE General Manager, Bank of Kaohsiung - - - -
H{Hp Te-Ching Wan [ RIS General Manager, Bank of Kaohsiung - - - -
PR Chuck Chen 5 HESRA TS HE General Manager, Bank of Kaohsiung - - - -
% f1Tzu-Dan Yen 5 HESEU TS General Manager, Bank of Kaohsiung - - - -
FRE("Chi-Jen Lin SR THEPE General Manager, Bank of Kaohsiung - - - —
R 5tWen-Hau Sher 5 HESRA TS General Manager, Bank of Kaohsiung - - - -

SR



5. RO FEEIATES ~ BB A~ FERCRH R BB - £
The aggregate compensation paid and benefits in kind grated in 2004

(D)ESE 23 Remunerations to Directors
BT HTEMOC 5 NTS at 2004.12.31

Rk B THIM &4

WHE HER mployees' Bonus on Earnings Distribution
HEER | Kol Employees' B Earnings Distributi
- | <R BT | MR IUSET | HAmm
H_ﬁiﬁg’f I?Ié% The Transaction | Remunerations LA Stock Bonus e f-@ T2 L| R Other
itle ame Allowances & |~ Paid on Bl N B Total 9% t AR IR tions
Remunerations | Earnings awl s il B o Net/inc(z)me E:;i%igs seon
Paid Distribution | Cash Bonus |~ Shares I\f/zﬂ:t Amount Shares Options
HERS e
Chairman and éf”j\c S 9788847 | 4,116,500 171457 0 0 0| 14076804 358 0 3,590,000
etc. andy C. Su
and etc.

a1 EmEGE - E2MEH -
The list of Directors, please refer to page 9 .

2« HECHEEE - HEREL NG R EAMERNE T - LIEAET 1888 -
A summary discloses the transaction allowances, remunerations paid on earnings distribution, and other remunerationsgpaiig. by dir
313 - HEREA B B EIREACHE < S - B E SRR AR A SR - B R BRI ZERER Y - $REE S T(3) RS R R HERE
B ZERER 5 ] -
Remunerations to Directors who also serve concurrently as president or vice president shall be disclosed separatelyespiatitresiitles.
4 - EHERERE ARG E TR &8 - 55 T(4) R TR A4 RECFEIEN ] -
The amount of employee's bonus obtained by a director who also serve as managers are listed in "Employees' bonus to officers".
215 mAETTBUT A AR ZEER 7 ECINSS - A SIETHBUR : KEREFHRAFE AN RZBEERSICINE - SRR ERE JHIR
AN
The remunerations paid on earnings distributions to the juridical representative of Kaohsiung City Government were submitadhsiung
City Government under governing acts. The remunerations paid on earnings distributions to the juridical representative bfudstooent
Co.,Ltd. were submitted to the Unicorn Investment Co.,Ltd. under laws.
216 : Hithdkm - fREFERREEHEILR - Bi482,050,000T - FAHEH240,000T ; AR B 1ER - p4<1,300,000T -
Other remunerations The cost of a car provided to the Chairman is NTD 2,050,000. The house rental is NTD 240,000 per year. The cost of a
car provided to the President is NTD 1,300,000.

(282 A Z¥# Remunerations to Supervisors

B HrAMIT 5 NTS at 2004.12.31

ﬁ%%&iﬁ@i” Eé? \@EZ%%‘%)\M% Sf ﬁaﬁﬁﬁ{ﬁ N
T 4, The Transaction Remunerations i JEE%E Yy Lo | H At
Title Name Allowances & Paid on Total % to Net income Other Remunerations

Remunerations Paid | Earnings Distribution

HEERAF REZIIA

Resident Supervisor and etc. | Fan Chang and etc. 1,374,000 968,588 2,342,588 060 0

1 EEERAMEY - FEBRE I H -
The list of Supervisors, please refer to page 9.
2 B AZERE ~ BeRTECZMNES B ARG - LIS 4852 -

A summary discloses the transaction allowances, remunerations paid on earnings distribution, and other remunerationsepagbls; sup

3 ¢ T BURE AR Z BRI IS - (RS R THIBOR -

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

City Government.
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(3)FEFE I R RIS 2 #9l Remunerations to President & Vice President

BT HTESOC 5 NT$ at 2004.12.31

R B2 B TALR SR
BEE ~ Employees' Bonus on Earnings Distribution
B} 553 BI=IH | #ERGER| SR | H b
i Hu \ i S |
H_;Ml‘% z]é% Sjra s Bonus‘and R JEZEALF [Stock Bonus s f@ S L] RIS Other
e ame Special B e il 4 Total % to FEHAE | Remunerations
Expenditure AL sh Mm ]‘( . Aﬁ% ; Net income | Employees
Cash Bonus ares Vi{uz moun Shares Options
i FIREIE SN
President and ~ { Shin-Fsiung 10332661 | 3383352 270575 0 0 13,986,588 356 0 0
etc. Chuang and etc.
1 AR R RIS - FB2RE 12H -
The list of president & vice president, please refer to page 12.
2 ERHE R ERERGE 2 FE - e - BB TRIFI - DI 4E5E -
A summary discloses the salaries, bonus, special expenditure and employees' bonus on earnings distribution paid by jregdesiti&nt.
313 ¢ HEACHE R BIRERGE R B TALNISEE - 200 T(4) ELEE B THIFLZASE A #e R ECaREisy -
The amount of employees' bonus obtained by president & vice president are listed in "Employees' bonus to officers".
(4)FEE B THLF 2 #HA:44 e lid 5 (512 Employees' bonus to officers
BT FTE T s NTS at 2003.12.31
Rt ZEALF|Stock Bonus
= B 1
o 1t ) - . BLAALR 3 bl
o < [ i &= ot Bomus T A
e ame Shares Market Value Amount % to Net income
s TS 4o A
President and etc. Shin-Hsiung Chuang 0 0 0 1,932,357 1,932,357 0.38
and etc.

21

BosE B TALFZASH Ak - 35

g 21 H -

The officers who were distributed employees' bonus, please refer to page 21 .

{EBOR B H] - AROBECARFEALF -

2

3

2003 FFEAECLEE 2 B THLF -
The Bank distributed employees' bonus for 2003 in the form of cash dividend only.

2003F it s 2 B THILF] »

Ll

T IERE -

A summary discloses the employee' bonus for 2003.



(=) HEH ~ BERA ~ BB ARKERA T 26 25168 56 3PE R 2 ME FHE e i & Z I HER B B T2
Change of Shares which Belong to Directors, Supervisors, Officers and Shareholders Who Shall Report Their
Shares under Clause 25, Item 3 in the Banking Act of the Republic of China

2003.01.01-2003.12.31 2004.01.01-2004.12.31
i 2, FraEREE [ilisie) R REE (Eeilisien
Tile Name () W (M) ® () ® () W
Change in Increase (decrease) Change in Increase (decrease)
Shareholding on Pledged Shares Shareholding on Pledged Shares

gﬁi iﬁ;‘ﬁﬁe&iﬁﬂ shareholder) B K aohsiung City Government (8,959.860) 0 21,174,560 0
P AREDirector/President (2 HEShin-Hsiung Chuang 0 0 10954 0
% /A Director/ Vice President ¢ " Kuang-Erh Lai 0 0 3,049 0
. K %A B2 A Unicom Investment Co. Ltd. 0 0 20,400 0

H HDirector - Ty 5 —
RFEA : ffiiRepresentative : Chin-Chieng Hong (540,000) 0 (2,508,120) 0
Fll K Exec. Vice President 2175 Fang-Nan Liou 0 0 2,284 0
RIS Exec. Vice President #3455 Shih-Chiang Huang 0 0 102 0
HFERChief Auditor Z|@HbShing-Dich Liu 0 0 (8,800) 0

= [ [ A T 0 X

E%Eﬁ%%ﬁ;%ﬂﬁﬁa Risk Management Dept. 1 Chun:Ching Ko 0 0 0 0
#3 General Manager £ 8R7in-Biau Tsai 0 0 5,089 0
{478 General Manager fZ4%Pi-Jung Ko 0 0 25 0
#8H General Manager {8/ %ien-Te Hsu 0 0 0 0
#3 General Manager #5751 Shiow-Jen Tsai 0 0 (9.351) 0
#EH General Manager 17T Yuan-Chin Shiang 0 0 2,129 0
#3 General Manager S Min-Cheng Wu 0 0 295 0
43 General Manager i iJong-Huei Wang 0 0 63 0
4 H General Manager i isChin-Gaw Huang 0 0 0 0
3 General Manager 3T H % Anna Hsu 0 0 0 0
4 General Manager 5 fiMei-Ling Chen (748) 0 1,700 0
#2 General Manager #E#Don Huang 0 0 0 0
HE M General Manager I Yen-Ching Hsien 0 0 1,912 0
#3 General Manager 85 A Chien-Cheng Lan 0 0 2473 0
8 General Manager # FkZEChiu-Chin Huang 0 0 677 0
H#4H General Manager B FChing-Tsan Chen 0 0 150 0
3 General Manager i Ying-Chung Lin 0 0 0 0
HEH General Manager 57 &7+ Huen, g-Fen Yen 0 0 (4,990) 0
3 General Manager [E412Tu-Chen Lu 0 0 754 0
#43H General Manager F H i Yueh-O Wang 0 0 0 0
4 General Manager 3" Hwa-Jen Lee 0 0 0 0
1 General Manager 1 415 Cheng-Yen Yu 0 0 840 0
#4H General Manager 55l Chin-Tzay Yan 0 0 0 0
2 General Manager e i Taloe Shen 0 0 0 0
#8H General Manager £ JE5Chu-Sheng Tai 0 0 (1,560) 0
3 General Manager 5% % Shuen-Hwa Chen 0 0 0 0
41 General Manager [ifS#1~J.C. Shou-Jen Chen 0 0 0 0
#%# General Manager ¥ Bl Yeh-Shing Wang 0 0 (5,985) 0
#H General Manager 3552k Mei-Chu Chang 0 0 1,056 0
#E M General Manager %% H Duncan Tsai 0 0 (33,048) 0
JeASH Adjunct Manager Htfi§ 4 Margie Hong 0 0 0 0
43 General Manager #3001 Wen-Lueh Su 0 0 (12,750) 0
4 General Manager eI Shw-Mei Hong 0 0 0 0
8 General Manager %175 ZShiu-Hui Liu 0 0 550 0
#4H General Manager PLFEFAK uei-Song Shen 0 0 0 0
3 General Manager 2%H1An-Ho Liu 0 0 3,049 0
#3 General Manager {5 B Te-Ching Wan 0 0 1,511 0
3 General Manager B Chuck Chen 0 0 60 0
41 General Manager Jt5BIChing-Juh Chen (9,000) 0 (7,164) 0
H4H General Manager FRRE{~Chi-Jen Lin 0 0 1,701 0
43 General Manager A2 K Chuan-Pin Kao 0 0 0 0

1 - EERRERRIER A I TIR I HEREEE IR % AR R -
Major shareholder, who owns more than 1% of the Bank's outstanding shares.
312« FURF AR ER B A\ SFERATR A - BRI I 2155 -
The counterparties of share transfer in the past two years are not related parties, no case of share pledges in the same time.
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(P9) AT S DR ~ BiZ2 A~ AERCRE - BIREREBE ~ T3 ~ R BFT Se gy Sk 58 S R T e R el e 2 SR 2
ifﬂ*ﬁ%?&*%ﬁ%ZHHx%Z&% Exsiiia=all
The Syndicated Share Holding of an Identical Invested Business Held by Business which the Bank, Directors,
Supervisors, President, Vice President, Assistant Manager, and Heads of Departments and Branches Directly or
Indirectly Govern 2004.12.31

FE -~ B~ KR - RIAEACHE
tihtth ~ T B oy SRR BRI T
KRG [EXEIHERETIES ki o
Bank TIT X H Investment of Business which the Bank, EEHE
" ank's Investments Directors, Supervisors, President, Vice Syndicated Investments
A HED President, Assistant Manager, Heads of Y
Name Departments and Branches and the
Bank Directly or Indirectly Govern
L S ca=al] . R LA i R EEA
HX%I Sharexholding HX%( Sharexholding HX%( Shar:holding
Shares (%) Shares (%) Shares (%)
VN O 0 AN
E'.:IW.HE;&%E () 22 700,000 3.53 - = 700,000 3.53
Taipei Forex Inc.
é’ﬁ#/ﬁ %7? IANVAN=
SRMEECAMN (B) 27 600,000 030 - - 600,000 030
Taiwan Futures Exchange Corporation
) AR
R RM (B) 2 .ﬂ 51,616,500 10.00 - - 51,616,500 10.00
Talwan Finance Corporation
o ) ANE
A (k) R 50,000,000 493 - - 50,000,000 4.93
Waterland Securities Co.,Ltd.
e RS () A
ERERREEE (k) A 10,000,000 0.57 - - 10,000,000 0.57
Taiwan Asset Management Corporation
Lo P A=
HESMEERE (&) A _ _
Taiwan Financial Asset Services Co.,Ltd. 5,000,000 294 5,000,000 294
e rL ING
alhi AR E(SE (K) 4 6,000,000 20.00 = = 6,000,000 20.00
Sunrise Asset Management Co.,Ltd.
R (%) AR _ _
Kaohsiung Rapid Transit Corporation 5,000,000 030 5,000,000 030
st R A () 2F] _ _
Kaohsiung Bank General Insurance Agency Co.,Ltd. 300,000 60.00 300,000 60.00
A SRR A () A _ _
Kaohsiung Bank Agency Co.,Lid. 300,000 100.00 300,000 100.00
&N (&) 2F
» 4,550,000 1.13750 - - 4,550,000 1.13750
Financial Information Services Co.,Ltd.
L\ T A s A=
AR RERE () 246 _ 2,000,000 0.9976 - - 2,000,000 0.9976
Debt Instruments Depository and Clearing Co., Taiwan




= ~ & B &R Stocks & Dividends
(—) BEASAR Source of Capital

By FrA T s NTS

e A B fifiat
FAH PET{ER Authorized Capital Paid-in Capital Remark
Year / Month Issue Price H&%{ ﬁgﬁ Hﬁgﬁ @%E H&ZIUE(JE /E\:ﬁﬂ
Shares Amount Shares Amount Source Others
2004.12 - 0 0 503,423,804 5,034,238,040 | BUGEA BRG] -
7 EI?EL\E > ﬁﬂ'lfé
TR R B E
2005.03 - 0 0 503,423,804 5,034,238,040 | Initial capital and capital -
increase by cash, by
capital reserve, special
reserve, and by earnings
in the past years.
o BEFEIA L - AT ESTIARA -
The Bank's capital are paid-in capital up to the published date.
(=) WEERHSAE Stockholders Structure
2004.12.31
e G S ST A PRI, it
Structure Governments Financial Institutions Judicial Person Private oreign Institutions Total
& Foreigners
NE
Members 4 8 47 19,597 55 19,711
== L
hsfa’iyé;g& 236,605,431 1,886,899 44,240,759 111,443,589 109,247,126 503,423,804
FHEE
Sharcholding (%) 47.00 0.37 8.79 22.14 21.70 100.00
(=) MEtES SIS (FIREEL0IT) Diversification of Shares (pare value in NT$10)
2004.12.31
Fi#le o3 Shares [ 5 A BitMembers FHH B Total Shares F#ft il Shareholdings (%)
1—999 8,318 1,622,387 0.32
1,000—5,000 8,399 23,569,535 4.68
5,001—10,000 1,495 11,997,527 2.38
10,001 — 15,000 485 5,723,500 1.14
15,001 20,000 339 6,310,419 1.25
20,001 —30,000 227 5,675,671 1.13
30,001 —50,000 176 7,160,720 1.42
50,00— 100,000 108 8,035,833 1.60
100,001 —200,000 52 7,517,593 1.49
200,001 —400,000 34 10,025,462 1.99
400,001 — 600,000 16 7,701,006 1.53
600,001 — 800,000 6 4,063,480 0.81
800,001 — 1,000,000 9 7,950,015 1.58
1,000,001 24 _Lover 1,000,001 47 396,070,656 78.68
it Total 19,711 503,423,804 100.00

18
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(PY) EFEHE 4B Major Shareholders

2004.12.31

Bt Stocks FrAmREO Rl L0
T ERH A MiMajor Shareholders's name Total Shares Shareholdings (%)
e HETHBURF
Kaohsiung City Government 232,920,160 46.267
P SR TR L DA T R K e BR A R EL
HSBC, Indus Asia Pacific Fund,Ltd. 15,633,200 3.105
I R R T 7 S P BRI R O § 470,000 |62
Central Trust of China, Columbia Acorn Trust-Columbia Acorn International T )
S A RERR IR T A L)) 52 G C PV T DR 70 BB B R A 7498700 L%
JP Morgan Chase Bank, JF Asset Management International Limited T )
I B T B O T AR o T R A 6,650,600 01
HSBC, Indus Asia Pacific Fund, L.P. T !
EFTERATORE B 15 B — B LIHB R AR 6.325.000 1256
Standard Chartered Bank,Credit Suisse First Boston Intenational e '
FEE W R TREE S BB AR R E
HSBC, Goldman Sachs International 3,974,100 1187
AT T C R PR B S m 5174400 028
HSBC, MORGAN STANLEY AND CO INTERANATIONAL LIMITED 7 )
BRSSPI
Tai-Kuang Wang 5,047,900 1.003
Jit
Chun-Chin Shih 4,803,229 0.954

i - EERERRERTE TR IAEEEL1 S T 108 Z R -

Major shareholder, who owns more than 1% of the Bank's outstandig sluanissone of the top ten shareholders.

(f1) FolL2FFEERERTIE ~ FE ~ Z288 ~ Befl B AHBAE R

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

BT FTEMEIT 5 Unit @ NTS

Sl b @ublished Due)
HRTE (1) B Highest 23.30 27.70 25.70
Market Price Per (% Lowest 14.10 18.10 21.20
Share (Note 1) ey Average 16.79 23.37 23.23
HHRE (32) S31CHi Before Distribution 22.13 20.43 20.40
E?Il\l]gel)ze; Share DAy LGS After Distribution 19.62 — —
kR (3F3) IREFSIRH Weighted Average Shares 457,658,004 503,423,804 503,423,804
Earnings Per Share BERAED) Before Retroactive Adjustment 1.12 0.78 (0.04)
(Note 3) JEWI%  After Retroactive Adjustment 1.02 0.78 —
WG] Cash Dividend 0.50 0.50 —
EACR% [Stock Dividends Appropriated from _ _ _
TR R ME(ERCR Retained Earnings
Dividends Per Share | Stock dividends | ZEA/A iR [Stock Dividends Appropriated 1.00 B B
from Capital Reserve
BRARAER] (FE4) - _ _
Accumulated Unappropriated Dividends (Note 4)
B AT A% (3E5) P/ERatio (Note 5) 14.99 29.96 —
Investment Return | ZAF/[k (§£6) Price-Dividend Ratio (Note 6) 33.58 46.74 —
Analysis (%) B4 WL FIBERIZS (3£7) Cash Dividend Yield (Note7) 2.98 2.14 —

i1 FEERESRRETE - WIZSFEERAHER NS BT ESFRETEWE -
The highest and lowest market prices each year. The average market price each year is computed with trading value arndesolume of
corresponding year.

it 2 DUFERCE ST 2 IR N IS T AR R a iR S Bl (B AES -
The computation is based on the total shares outstanding at the end of the year and approved appropriation in the sab=enjders'Sh
Meeting.

SR



##3:

iFa:

#F5:

i+e6:

7

e R ERAR S IR MZEEWREEE - J RN AR 2 SR aes -

In case of previous adjustments due to stock dividends, both earnings per share before and after such adjustment are unveiled.

SRS B TIRIIIE R E & F R B IRNIS RIEE R BRI BRINE - ORISR EEE TR BT Z AR -

If terms and conditions of issue of equity securities allow accumulating unappropriated dividends to be appropriatedantbatithgse is
positive earnings, the Bank should disclose the accumulated unappropriated dividends for the respective fiscal year.

ARG = R AT N AR ©

Price-earnings ratio = Average closing price of the current year / Earnings per share.

AR = EF R AR E IR AR -

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

BB APEN R = AR AR E R AR -

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

(7%)

(&)

AN

R R B AT AL
Dividend Policy and Execution Status
IARITIRAIBOR « FE2RBIEE66H » A NF] THAFSHKRMEEL8 Z18R 0L -
Our dividend policy: Please refer to page 66 for "Notes to Financial Statements 18.RETAINED
EARNINGS".
2.2005F e s ey fites Z AR R /T BC BT © 20045 AR SRR » #E LIRS S Bl B8R fe 2004 L BIER 1%
SrBCAGR - RSB ECER MR F0.507T + EERG EHINGS B B TALRIE LIFR =47 iC -
The FY 2005 shareholders' meeting has resolved to distribute dividends in the following \Welexpect
to distribute a cash dividend of 0.5 per share to shareholders for FY 2004. Remuneration to directors,
supervisors ad employees' bonus shall be disributed by way of cash.

2005 i B ey fhbade o SEMEBCHCENE SR R IR BB L R - M o
The Impact of Dividend Distributions and the Issuance of Bonus Shares Resolved by the FY 2005 Shareholders'

Meeting on Our Operating Performance and Earnings Per Sharee.

BTkl ESR ~ S A

Employees' Bonus & Remunerations to Directors & Supervisors

LI TEETE B Tl sk $ - B AIES 2 BEl i E - G5 2R 66H - AT BHaRMEEL8.
RIERITIC -
The percentages or coverage of employee's bonus, and remunerations to directors & supervisors stated in
Articles of Incorporation please refer to page 66 for "Notes to Financial Statements 18.RETAINED
EARNINGS".

2R ER BERNCE B T /¥ G - 2004E Rttt &858 53393,022,0630 » HAWIR/THCEIER
85,637,008L. » &31478,659,071L » #HIK T 3177 =40 -
The information about the Board of Directors' meeting has resolved to distribute employees'Kehus
income after tax for FY 2004 was 393,022,063. After adding beginning retained earnings 85,637,008,the total
amount of earnings aggregated to 478,659,071 ,which shall be distributed in the following order
(1) $239iEENFE Legal reserve 117,906,6187C °
(2) HEEA%FI Dividends to shareholders251,711,902C (&A% 7 BCEE 5 H&#1]0.55T) (Cash dividends per

share: 0.5) ¢

(3) EEZEMIZ Directors & supervisors' remuneratiors,593,597T. °
(4) B T4LF Employees' bonus 22,374,39%¢C °
(5) HIRAR/ECEIER Unappropriated earnings at the end of the perig#l,072,5637T; °

3.2003FE Feh FHLABC 38 B THIAI R =R ~ BRs2 ABNESETE - Bl SR g il 2 B D BCIE TEAERT -
We distributed employees' bonus for FY 2003 & remunerations to directors and supervisors identify with the
decision of the Board of Director.
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(1) 20037 & ZE#005E B THIFIE120,340,355T » H A #EHE A S04 Hal)5 ¢

Earnings distribution for employee bonus amounted to NT$ 20,340,355 for FY 2003. Name list of

managers entitled for the distribution are as follow :

I Title 4 Name A Title 4 Name HHETitle 4/ Name
e ST s B i [
President Shin-Hsiung Chuang General Manager Don Huang General Manager J.C. Shou-Jen Chen
I D st E Pl HERH FEE
Exec. Vice President Kuang-Erh Lai General Manager Yen-Ching Hsien General Manager Yeh-Shing Wang
Rl 2555 s BE AL i Rk
Exec. Vice President Fang-Nan Liou General Manager Chien-Cheng Lan General Manager Mei-Chu Chang
s Hko s HE i KER
Exec. Vice President Shih-Chiang Huang General Manager Chiu-Chin Huang General Manager Duncan Tsai
s B gt BB i R IE%

Chief Auditor Shing-Dieh Liu General Manager Ching-Tsan Chen General Manager Margie Hong
] B3t s HIEE s kSO
Consultant Chun-Ching Ko General Manager Ying-Chung Lin General Manager Wen-Lueh Su
s Rk R HEEy s B
General Manager Jin-Biau Tsai General Manager Hueng-Fen Yen General Manager Shw-Mei Hong
s {CECEE i e i 73
General Manager Pi-Jung Ko General Manager Ju-Chen Lu General Manager Shiu-Hui Liu
bt R s EAM s REZIN
General Manager Lien-Te Hsu General Manager Yueh-O Wang General Manager Kuei-Song Shen
s EHY i ol s B4
General Manager Shiow-Jen Tsai General Manager Yuan-Yih Joug General Manager An-Ho Liu
bt lj 7B i Uizl it HpuE
General Manager Yuan-Chin Shiang General Manager Cheng-Yen Yu General Manager Te-Ching Wan
i LS (04 it Fibe it Wlizim
General Manager Min-Cheng Wu General Manager Chin-Tzay Yan General Manager Chuck Chen
s b s TN 7 s (R
General Manager Jong-Huei Wang General Manager Taloe Shen General Manager Ching-Juh Chen
e iR st Ed st PR
General Manager Chin-Gaw Huang General Manager Chu-Sheng Tsai General Manager Chi-Jen Lin
s HE 8 Bz s EERT
General Manager Anna Hsu General Manager Shuen-Hwa Chen General Manager Chuan-Pin Kao
e Bt

General Manager Mei-Ling Chen

(2) 2003 & Zaanlic 28 B 2 S sz AJi55315,085,088T -
Remuneration to directors and supervisiors appropriated from retained earnings for FY 2003 amounted to
NT$ 5,085,088.

(L) BTEEARATARER © -
Execution of Treasury Stock of the Bankone.



MY~ SRR - Rl - SHERCERS - B TR O (WIRG0F ~ 0B A& 2B

Financial Bonds Preferred Stocks Overseas Depository ReceiptEmployees Share Options Receiptderger

& Acquisitions

(—) EM{EZ2E1{T1EN2 Financial Bonds

BT 0 HE®OT 5 Unit @ NTS

SREME e

H1 BT st Issued

552 KM ERnd Issued

LRI AE R~ SO
Date & No Approved by the Central Competent Authotity

2001.09.278 1 () “F4509000007275%
Tai-Tsai-Rong (2) Zi-090000072 (Sep.27,2001)

2001.09.275 1 (=) 5090000072757
Tai-Tsai-Rong (2) Zi-090000072 (Sep.27,2001)

HTHM

Trade Date 2001.11.26 2002.08.19

T 5007 7T K2 1,00085 7T 100 7T 21,0005 7T

Par 5 &10 million dollars 1 &10 million dollars
i i Gif

Issue Place Taiwan Taiwan

[ i HaE

Currency New Taiwan Dollars New Taiwan Dollars
HTIER R EHE LT

Issue Price 100% 100%

L 105,008 7 20{H7T

Nominal Amount 1 billion & 50 millions dollars 2 billions

I%U £ 3% 3.43%

nterest _

R 5 I EIH 20061126 STEHLEEH : 2007.08.19
Tenor 5 years, payment date : 2006.11.26 5 years, payment date : 2007.08.19
ZABIA(: IR R

Senior/ subordinate debt Senior debt Subordinate debt

{RaEHEHE bl i

Assurer none none

ZHA T b3

Trustee none none

sl AT REaHFRARAR
Underwriter deal by the Bank Capital Securities Ltd.

e bl pid

Independent Lawyers none none

gl BRIF ~ BRI ~ A
Independent Auditors Ping-Chang Su, Ren-Yau Shie Ping-Chang Su, Ren-Yau Shie
Hi A B—IRRTEE H—R TR

Certification Institution

Trust Dept., First Commercial Bank

Trust Dept., First Commercial Bank

EET LIS ~ 4~ SEESEAR30% ~ 30% ~ 40%

BEATHIEMEN ~ 3~ 4~ SFEZIER40% ~ 20% ~ 20% ~ 20%

}fli %ﬁ({i der 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,
Py and 5th annual interest payments are paid, respectively 3rd, 4th and 5th annual interest payments are paid, respectively

AR 7(53,50087¢ 1267t

Non-repaid Balance 0.7 billions & 35 million dollars 1.2 billions

il A 44(858.7008 T 441858.7008

2000 Paid-in Capital 4.4 billions & 87 million dollars 4.4 billions & 87 million dollars

il B R R 103085 5008 7 103[£8, 700/ 7T

2000 Total Stockholders' Equity 10.3 billions & 55 million dollars 10.3 billions & 87 million dollars

KT R IEH

Performance normal normal

[EER R RA I e

Redemption or Early Exercise Term none none

B R SRR b It

Convertible & Swap Term none none

R O O 3 bl b

Bound Term none none

HEEME BC & R e T BT A S B BC & e BUR HHE K R

Fund Utilization Plans

cooperate with Kaohsiung City Government to offer project loans

cooperate with Kaohsiung City Government to offer project loans

FA T IR T B TS 2 08 B T
B L

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 Tssue (%)

Rha AGREHEA IR & BME AR

Whether Include Qualified Capital and the Corresponding Category | no tier 2

ERETERI R 515 DO HATE5 FREE(E FTIRTAR A F12004/12022 twA FRE (AR 2 F12004/12/22 twA”

Credit Rating Agency & Ratings

Taiwan Ratings Corporation

Taiwan Ratings Corporation

(=) Frnalfk ~ WIMFRTEE - B L3RR R Ot (RS S 0F ~ W &) ZHrBE @«
Preferred Stocks Overseas Depository ReceiptEmployees Share Options Receiptslerger &

Acquisitions: none.
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— ~ A Business Description

(—) BEEEE

(A (EHEEE

(REEZEULA) ZEbEE R HAR LR

Weightings and Changes of Key Assets (Revenue) against Total Assets (Total Operating Revenue)
B AW EEIT > % 5 Unit: NT Million Dollars,%

2003 2004
[ Year \ )
B / I [Asset/Revenue B / WA Asset/ Revenue oS FEEEH;
Comparison Major Business
AHEEE /AR GHEEE /BRI %
F A Item &H il &HE il
Amount Comparison to Total Asset Amount Comparison to Total Asset
/ Total Operating Revenue / Total Operating Revenue
e —MEEET  HEME K
R 112,343 2.6 102,931 67.83 4 s
Loan Business ” 72.60 02,9 7.8 @77 Corporate loan,consumer loan ,
mortgage loan and etc.

o B ATEIPHL S5 R R
Botkss 15489 1001 15,793 1041 040 | Bills.time deposits purchased &
Investment Business long-term investment

115 B4 ~ 1B E25 A
FIEHA 4,478 83.57 3,459 82.51 (1.06) s &‘{E’#ﬂ““ WA
Interest Income Interest income on loans
qf:@%”&)\ @% N 1%35_% N Fﬁf@%%”'y}\

O . 314 5.86 335 7.98 2.12 | Gain on remittance, guarantee &
Commission & Service Fees a
gency
R PR
{Ccloirfizi;);lqi)gervice Fees 105 1.96 111 2.65 0.69 BERSTERF. M
. Revenues on trust business
on Trust Business
HER R HESHAHEZS - 250
Gain in Trading Bills & 507 9.46 353 8.41 (1.05) | Gain on trading marketable
Securities securities & bills
=3 il paavilEny S b g
Gain on Long-Term Stock 37 0.6 25 0.59 (0.10) | BB 2FIGE

Tnvestment Gain on long-term investment
SEHLR G e 722 2 WA
Gain on Foreign Exchange 23 0.42 2l 031 0.09 Gain on foreign exchange spread

(X)2005F A% 255 T8 Business Plan for FY 2005

BT HTEH ESEEIC ¢ Unit: NT/ US Million Dollars
BiEH 2005 FE R EER 2004 F TR EEE BRI (%)
Operation Item Target Target Comparison %
ik Deposits 127,000 124,500 201
K Loans 120,000 120,000 0.00
A EEPHER;  Wealth Management 240 200 20.00
S Foreign Exchange (USD) 2,700 2,500 8.00

it PRJBIEBSESRUEEHEBRIHEESRIERIEEIN - HEROBFEENFH T -
Each amount listed above is the daily average balance except the wealth management & foreign exchange business.
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Business Review & Achievements

(=) oA

AATIREF VML BUFRCE AT - &
] T/NTTESE ~ AR Y 2 HARATEE
AL ZER B R R RIS H Pl - F5 1l
ARG EMN AR -

FooT R R PERIE SR 2 E S - 3T
TEACEEAE LGERS T S UPh AR, - B SR K
AR SRR TR AR R Y - d6[RDEH
TR I 31T RE AL - RIHE T
[FIEEYIRE - HATEE A G4 ~ Pk
SETT B~ B kEE R - H
F225% 5 BRAA SRS o017 » BAES th/ M
B EAREEH T -

Rl T3 - [RIRIEME RS
TR BRAL R 5 =t RlZss ki = - 78
=ZERIE JTH » TETEEAEMER - BRIV
R~ PREE G BN RATINE &8 AT K
At 2 I R AR MIE SRRl ss - &
HESMTE - LSRR SRS E
MAEFS NVEERRE - MEESGTEM,
ZBAFE - EEGEMNZ AN - HAREER
EHERS ALY - FERFEIERE o LA - B
NFEZEE AU LB - AT/ AR 22 Sl
B - e EN -

MRS ST IR AL - AITR[FISE
HHE—(SRLERAIES R B L BRAT - SFREIA]
Bl 2 15E - TAMRER s it m M =
PEZEB AL - LRI A TEREREE 2T 45
sz - PeLAASEE (L2 7 raBs EEhh L B
RE » HALIATM BlRIBS R T HU S fA 7 ~ 2
TR L T ERERS - WyREsen e E 22 R
HFfI_EFRE - e AR F R A 2 Bl

AT N2 et L e SER S B
2 St - B H AR A - (HFEHIE
HNEVE S HGKELE SERRE 2 SRR S B8
FHARANS - RN B EIR R BOR K
FE R R AT EEMESEA
HEREE 22— MACE P E RS e
FCERIEARIKAE - /BT ARACHT
R L

Market Analysis

We continue to adopt the "Small And Beautiful" operat-
ing strategy and strives to achieve the targets with our "Small
and Specialized" and "Small and Solid" quality. And we dif-
ferentiate ourselves from other large-scale rivals with banking
professions in order to consistently make a clear product dis-
tinction.

To spread and control the quantity and quality of branch
extension, the recent expansion is conducted with migration of
current branches rather than a dramatic rise in branches, which
sometimes damages business performance. In the meanwhile,
we re-positioned those branches located in Kaohsiung
Metropolis, and assigned functionality depending on geo-
graphical location. So far, we have branches in Taipei City and
Taipei County, Tao Yuan, Hsin Chu, Taichung, Tainan,
Kaohsiung and Pintung, 22 of which offer wealth management
business, 5 of which are specialized branches in business
financing for small and medium enterprise financing.

In light of diversifying funding requirements of corporate
customers and the increasing growth of financing among
Taiwan, Hong Kong, and mainland China, from the aspect of
corporate banking, we consistently refine our product lines,
not only in loans and guarantees satisfying short-term and
long-term financing requirements but also foreign exchange
business as well as offshore banking services. From the aspect
of consumer banking, the main lines of products offered are
various, mortgage loans and simple credit loans. We focus not
only on the development of new products but also comple-
mentation among products. With such tightly linked product
network, we are expecting to catch different customer seg-
ments. In addition, recognizing the tendency of great fund
raising, we are aggressively engaging in the syndicated loan
market to increase our business scale.

In the rapidly increasing wealth management market, we
are the only bank whose Trust Department is located in the
south of Taiwan and will be actively seeking prospects of
wealth management business in the south Taiwan with such
inherent advantages in geography and marketing channels in
order to improve the bank's ranking in the trust market. We
will also continue our improvement in e-commerce function-
ality and are expecting that ATM or Internet Banking substi-
tutes for the traditional deposit, withdrawal and mutual fund
purchase over the counter. In doing so, we believe we are able
to satisfy transaction and service needs required by different
customer segments regardless of geographical and business
hour constraints.

In spite of the relatively low market share and high intensity
of business and distribution of locations, these negative effects
on the Bank have been improved after a rise in loans for pri-
vate sector companies and an adjustment of business loca-
tions. Together with the sound and robust policy of asset
expansion and fine risk management, the quality of our assets
has become one of the banks with the best credit quality in the
market. The improving composition of assets and appropriate
capital adequacy are helpful to new business development of
us in the future.



(PY) SRpEshifs ez a8 % Overview of Research and Business Development of Financial Products
LT 2 P B R i B MR L SRS BRI B HHURR BB 1H
The scale and performance of major financial products and corresponding new functional units in the past
two years
(1) =B Rl
Major financial products

7 Business Ttem < i Financial Products
TERER EIIPELRRR ~ EHIMELTRAR ~ AR SR ~ AR 7 B -
Deposit Business Demand Deposits, Time Deposits, Consolidated Deposits, Negotiable Certificated of (Time) Deposits and etc.

SR RS BRI - HERE - BRI -

I Corporate Banking Product : Operating Fund Financing, Loans for Capital Expenditure, Project Loans, Guarantees
e and Acceptances and etc.

Loan Business B BRI « BEEHK - SEAEEH - AT ER - s SHREREE -

Consumer Banking Product : Mortgage Loans, Youth Start-Up Loans, Individual Credit Loans, Tuition Loan, Credit
Cards and etc.

S 1 HEHTIHSRE ~ BISIRESE ~ TERS(E)EINIME ~ HARE D) ~ SNEIRGE S ~ SV & = i R BB B REE -
Import / Export Business, Remittances & Deposits, Outright Forward, FX Margin Trade, FCY Structured Products,

Foreign Exchange Business Offshore Banking Business and etc.

TEIE(ERL ~ BRI - AHEESE - BRI REEES: - S5 RSB R IRE RS -

EE“E‘%?% Trust of Real Estate, Insurance Claims Trust, Trust of Securities, Mutual Funds, Subscription Business, Custody Services,
Trust Business Safe-Deposit Box Rental Service and etc.
[ BHEMEAT ~ IR ARERH - BEBTESR FORN A B 5 -

Purchasing and Selling Service of Commercial Papers, Short-Term Commercial Paper Certification & Underwriting,
Purchase and Sell of Government Bonds, Undertake Marketable Securities Underwriting and etc.

Other Business

(2) M3 ZE5ERT - 4 o
New business units none.
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Business Review & Achievements

2 GRS RS ~ R RORARESRETE
Expenditure & Results of R & D in the past two years and Future Plans
(LFffFEE R
Expenditure of R & D
BT - A% EEIT 5 Unit : NT Million Dollars

FEFE Year 2003 2004
##H Amount 9.65 6.96
(@ resEREAR
Results of R & D
ZE5 7 Business Ttem SRl i Financial Products
G (B LR R (k) DREBBERS AR B ER R ~ TR RIS IR (72K
TR 1~ TREREBANEESEFR REE RS -
Deposit Business Demand Savings Deposits for the Handicapped, Deposits for College Students Studying Abroad, Premium Interest Rate

Demand Savings Deposits for Single-Parent Family, Premium Interest Rate Demand Savings Deposits for Aboriginal
and Acting as the Agent for Sales of Gold.

DRI TR AR R ~ THEEENABREEER ~ MMuMpREEERERR) - Mg ~ T

b PRSI ~ THENORIEHME ) 2% -
Loan Business Micro-Business Start-Up Loan, Five-Year Fixed-Rate Special Loan, Working Capital Loans for Small & Medium

Enterprises, Market Salesperson Loan, Index Credit Card Loan, Factoring and etc.

FBE TOMEIMREGR) ~ TIEAGAEIE T A RBOEINIMER 51 ~ THGSHEADREERE ) Kk T a L
s HifhSEES )  OBUZHDBUIRIHASNG P 217 ~ MOk REERE 7S -

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.

Foreign Exchange Business

o PR TOMEEEE MR EE SR ERNIME R 3605 TREE) BIEREEE - TRREE ~ TP
SRLRDS BiE(E30) 1% -

Trust Business Foreign Currency Investments in Marketable Securities through Discretionary Trust Fund, Gogiai Financial Management

& Trust Special Program, Insurance Premium Trust Business, Trust of Real Estate and etc.

Al s dn TR REERS R A SRR RIS R T IR -
iy . . Chip Combo Card, Electronic Payment System of Kaohsiung Municipal Treasury, Mutual Fund Telephone Voice Service
Electronic Business
and etc.
it PRME T BURFRERIRIE 1 3605 ~ BRIHE I -RIm BRI et B el B ) 5
Other Business Government E-Corporate Card, Credit Card Rewards Program & Cash Bonus Rewards and etc.
B)FFctfseas it Future plans of R & D
A BB B 2 TS A.Positively develop new financial business

With liberalization and internationalization of
financial circumstance and for offering customers vari-

FSIRIFE il E FH{ LB PR LAY 5

& MR S 2R - =TT ous and comprehensive financial services, we will con-
SRR » ISR EE TR R tinuously exert its efforts in developing new business
SR IR RS » 4 - R ERRSHE ~ and new financial products, such as Interest Rate Swap,
FIESSEEENE  FIZSHALY - SSlpfs Interest Rate Option, Interest Rate Futures, Forward

Rate Agreement, to improve the Bank's competitiveness

o R—ge = Y BN 0 4o AELTE O S
e » LIMIERLT SRl WS and profitability.

FIEBTFERIREST - B.Expand e-commerce business
B.BE T LEH e With the rapid development of e-commerce
5 B TS i R 2 s o i B R business, hoping to following the "Knowledge-base

Economy Development Plan" proposed by Executive

& B B BRI B 7 R B it



ACE1TENEE T AR AET 38R /7 25
FENTHEER ST T > L IRIRET A - 12
R SERE 2 BT PRSI o

C ratihf 5 RS RIBT) 2531385
MR T2 BE M AIZE(ERE ~ iR
RZZEE(SR0 ~ EB(ERT ~ BT R

Yuan, which is aimed at building an Internet network for
inter-bank payment, we are committed to fulfilling the
government policy and introducing electronic collection
and payment, and offer a much more complete environ-
ment for E-Commerce.

C.Positively develop potential trust business

We will engage in developing Education and

Venture Investment Trust, Pension Trust, Testamentary
Trust, and Real Estate Securitization for meeting
custome's financial & wealth management needs.

{83t ~ T BERESLF (St
Ll s BB b B EE AR Al 2 7R

DB S B ER ZIRA
GO B B L R R
HATRILZ g i i B B SR AR
B LIREE PR - AlaArred
FHEEERSIME

D.Improve wealth management business
We will aim to increase the breadth and depth of
financial management services for offer diversified
financial products and professional service to meeting
customer's needs, for creating a win-win situation for us
and customers.

() RAEEZEFREETE] : 35208 1 5J NEUkaEE =] -
Plans for Business DevelopmenPlease refer to page 1 for "Message to Our Shareholders"

s BRI 20E S B 2005 -3 IR B T A ~ TPIIREEE ~ P ~ B A b ae
~ R B I R GE AR TR
Number of Employees, Average Years o f Service, Average Age, Education, Certificated
professions, Future Education & Training of Employees Employed for the Past Two Years &
Up to March, 2005
(—)FGI 25 Sk 22 2008F 31 1L ZE B T &R
Information of Employees for the Past Two Years & Up to March, 2005

I Year 2003 2004 2005/03/31

B TAB(A\)Number of Employees (Person) 850 860 859
PR EE (HE) Average Years of Service (Year) 13.09 13.50 13.54
PR (%) Average Age (Years old) 40.27 39.90 39.92
it phD. 0 0 0

SR fiE Master Degree 2.82 3.95 4.19
Level of Education (%) KRE Bachelor Degree / Associate Diploma 81.65 82.09 81.84
e Senior High School 14.47 12.91 12.92

=H LT Under Senior High School 1.06 1.05 1.05

B TR EEIR 2 48K\ BName and Number of Employees With Certificates, Licenses and Qualifications

ERMENTAR LA BRTEERR 56 s BREEMERA
1A BEREEFE - 77N MIEWERE 1290 s ERHERR
D168 s (BELEEEAE 120 (SREEEIAR 1 326\ ; (S3CEE
BAR 544\ s SUTRERPERIEAMIER S48 590N 5 BAEECRER LA
LA BRSO LA s A (BB REEERSE @ 6310 s if
BERBREE 5150 @il : 2 A »

Qualification for the Securities Investment Analyst: 1 person; qualification for
the Securities Specialist: 56 people; qualification for the Senior Securities
Specialist: 173 people; qualification for the Securities Investment Trust and
Consulting Professionals: 77 people; qualification for the Futures Specialist:
129 people; qualification for the Bill Finance Specialist: 168 people;
qualification for Trust Supervisor: 12 people; qualification for Trust
Manager:326 people; qualification for Trust Operations Personnel: 544 people;
basic test for bank internal control : passed by 590 people; Property Insurance
Agent: 1 person ; Property Insurance Broker: 1 person; qualified Life
(Investment Link) Insurance Sales Agents: 631 people; qualified Non-Life
Insurance Sales Agents: 515 people; Certified Public Accountants : 2 people.

2 NEEL LIS A8 : 2003 : 444 ; 2004E : 344 : 2005/ 03 /3L 344 -
Part-time students excluded : 44 people for 2003, 34 people for 2004, and 34 people as of Mar 31, 2005.
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Business Review & Achievements

(=) BTEERAIRRIEE
1. B TSERE - BB 8 TR ERIE
RERE - FOE H FOHESEBRIRE - ML

2okl R E o LB &

1/2 - 2004F-FELETH#HBNL129A K -

2. B THlR : RABERFKE TEFETEE -
RES/EEBRE A - LIRH A3
B MERFSEE - A THRHEET %0
2E TR R - 2004F B FRIE 2 40
T -

(DITAE AR 3 (& Z=3)) - 2004925
e BRI SE S AR ) 55
21K - Bt1,476 AR - PRFE
(B 25 25 PR RS 50 ISR ~ &0H
ERIEFERS R ~ P E AR
TG B RGN B HERT ) AR ~ BERA K
{RES B TEREL T RS -

)TTINIRIINER >« FE2ER TR e W
IRTE2E B T 2 NIAHRRAECE 3 ikt 22
W AHBH A IRERAE - 2004 B2+
RS54 R 2 -

(3) I E =SS « BRI R B
FIRA SASES » 2004 5 HEIR10A R
B EE S -

Employees' further education and training

For the purpose of encouraging employees to undertake
further studies in off-work hours, we have a policy of reim-
bursing 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 129
person-times in FY 2004.

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 var-
ious training programs from time to time. Details of training
programs for FY 2004 are as follows:

Internal training (include commissioned training): In FY
2004, 21 class-times of "Factoring" were offered and a total of
1,476 person-times attended the training, which covered the
various fundamental sales training courses, advance finance
and sales courses, regulations educational courses, new finan-
cial products (and promotion) courses and financial manage-

ment and insurance or marketing techniques seminars.

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 insti-
tutions. In FY 2004, we have sent a total of 554 person-times
to participate in such training programs.

Overseas educational visits / seminar: In FY 2004, we
have sent a total of 10 person-times abroad to undertake edu-
cational visits to absorb global financial management knowl-

edge and experience.
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Social Responsibility and Moral Behavior of the
Enterprise

In addition to consistent improvement of the business
performance and shareholders' value, we are also committed
to social, academic and cultural activities, such as participat-
ing "Blood Giving", sponsoring "Campaign for Community
Building of Tribe Nei-Wei of Kaohsiung in 2004" held by
Association of Community Culture Development in
Kaohsiung, "Everyone with one Book, Happiness with
Kaohsiung" held by Kaohsiung Municipal Library,
"Thousands of People Playing The Ocarina" held by
Kaohsiung City Government, which won Guinness World
Record, and "Guide Dogs Friendly Bank" for the purpose of a
better social image of the Bank.

Information Technology and Computer Facility
The Core Hardware / Software and Maintenance

The current hardware of the core IT system contains IBM
NTD transaction server, disk, transmission control server, for-
eign exchange transaction server and two cryptosystem
servers, and the software in service are IBM VSE / ESA 2.6
for core banking system and IBM OS / 400 V5R2 for the for-
eign exchange system. We engage maintenance contracts with
both systems.

Plan for Development or Purchases in the Future

For the purpose of comprehensive electronic services to
customers, we are committed to improve and upgrade both
software and hardware facilities supporting telephone voice
and internet banking service and will further integrate the cur-
rent automatic marketing channels in order to offer payment /
collection and notification services to customers.

Developing web-ATM service. With the multiple encryp-
tion mechanism provided with chip combo cards, applying
functionality of physical ATM cards to online services, our
service enables chip combo cardholders, either our customers
or other banks customers, to request inquiries, fund trans-
fers and online shopping, and ensures them a more complete
e-commerce experience.

Emergency Backup and Security Protection

Developing and testing systems function not only for imple-
mentation and testing on a daily basis but also the backup sys-
tems for operating systems, such as operation server, disk, and
communication control server. The two cryptosystem servers
are the backup for the cryptosystem systems of operation

hardware.
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Business Review & Achievements
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We conduct backup drill for operation mainframe, com-
munication control server, and cryptosystem systems on a six-
month basis. As to backup drill for disk storages, we have it
once each year.

We entered into a remote backup contract with FISC,
which requires us to conduct remote backup drills twice a year
in FISC.

To ensure the IT facility is functioning well and the safety
of employees, we impose entrance control in the IT building
and have a generator, two sets of uninterruptible power sys-
tem, and two sets of air conditioning machines. We also con-

duct a fire drill every six months.

Relations between M anagement & L abor
Employees' Benefits, Retirement, Labor-capital Agreement
and Fulfillment of Labor Rights

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

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' Retirement Fund on a monthly basis in accordance
with "Rules for the Allocation and Management of Workers'
Retirement Fund".

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.

Fulfillment of labor rights: We have rules to clearly speci-
fy rights and obligations between the employer and employ-
ees. Those rules stipulate promotion, assessment, position
rotation, reward and penalty, and bonuses respectively for

securing rights of employees.

The Bank has Suffered Any Loss Arising from Labor Disputes
for the Past Two Yearsnone.

Reponses to Current and Potential Disputes that May Occur in
the Future: Please refer to page 75 for "Notes to Financial
Statements 24.COMMITMENTS AND CONTINGENT LIA-
BILITIES(3)".
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Significant Contracts : omitted.

&~ 2004 5 R <2 Rl 17 e R L e 9 R A~ 1y 2 58 2 A L ASR 191 PR G5 A% v 3 oz B R L i ol LAY e
THER & ¢ e
Information on Securitization Products Issued in FY 2004 Per mitted under " Financial Assets Securitization

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

We were approved by the Ministry of Finance to issue
financial bonds for NT$ 10 billion on Sep. 27, 2001. Senior
financial bonds NT$ 1.05 billion was issued on Nov. 26, 2002
and subordinate debt financial bonds NT$ 2 billion on Aug.
19, 2002. The remaining un-issued amount has been expired.
Since the capital adequacy ratio was increased to 12.06 % as

of Dec. 2004, we have no plan of applying issuance at present.

Results

NTD 315 million of NTD 1.05 billion regular financial
bonds was repaid in principal on November 26, 2004 while
NTD 800 million of NTD2 billion subordinate debt bonds was
repaid in principal on August 19, 2004. Such bonds have
ensured a sustainable and stable source of medium and long-

term fund requirements for us.
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Condensed Balance Sheets and Statements of Income for the Past Five Years

(—)fHERE E AfE3% Condensed Balance Sheets

BAAT - HTEME I 5 Unit : NT Million Dollars

T Tem FEE Year 2000/12/31 | 2001/12/31 | 2002/12/31 | 2003/12/31 | 2004/12/31

AT o« R R R
Ic%ﬁ%ﬂ?fi%vaﬁ %%Li%fﬁé@?s& banks 20,437 23,952 19,907 21,901 27,920
B AZLSR KFE 5 Bills & securities purchased —net 7,659 8,064 14,808 13,090 12,445
H M ~ IEH BGKBIlls purchased, discounts & loans 152,794 165,047 136,437 113,365 103,852
JEYCHKIE Accounts receivable 1314 1,528 1,005 828 1,038
R Long-term investments 1,029 1,239 1,343 1,399 2,663
[ %€ & Property, plant & equipment — net 3,577 2,636 2,606 2,556 2,514
HAhE EOther assets 1,902 2,229 1,978 1,611 1,306
AT KA TIRIZE (73K Due to CBC & banks 26,651 25,850 30,913 23,068 18,021
173K Bt X Deposits & remittances 145,097 163,164 126,527 111,529 113,455

R IR ~ E A A B EL

?gzn%rgii%ies Evi{tg\cﬁBﬁg{igf:anks, financial bonds payable 695 1,283 7582 6,954 4213
H{f£ % Other liabilities 5913 4011 3,170 3,069 5,762
A Capital 4,487 4487 4,577 4,577 5,034
BANE Capital Reserve 3,001 3,001 3,001 3,000 2,543
[RERE S ECHTBefore distribution 2,868 2,899 2,314 2,571 2,710
Retained earnings | 43fiff% After distribution 2,120 2,151 2,060 2,317 -
5 R 7 ELAth 75 H Other stockholders' equity 0 0 0 (18) -
& AT Total Assets 188,712 204,695 178,084 154,750 151,738
i CHfiBefore distribution 178,356 194,308 168,192 144,620 141451
Total Liabilities | 73i11% After distribution 179,104 194,966 168,446 144,874 -
15 R o A 7 Before distribution 10,356 10,387 9,892 10,130 10,287
Total Stockholders'
Equity Sl After distribution 9,608 9,729 9,638 9,876 -

3 1 A E R R e AT R RS -
The financial information listed above has been audited by our independent auditors.
2. TR « RIS ~ S0 -
Independent auditorsChi-Hsiung Liu and Shu-Man Tsai.
3HEMER  MEHER -
Auditors' opinion: an unqualified opinion.
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Financial Summary

(—)fEBH{E4 3% Condensed Statements of Income

BT - AW AT Unit @ NT Million Dollars

¥ Year 2000/01/01 2001/01/01 2002/01/01 2003/01/01 2004/01/01
HHItem -2000/12/31 | -2001/12/31 | -2002/12/31 | -2003/12/31 | -2004/12/31
B A Operating revenue 11,445 12,136 9,004 5358 4,192
%% HOperating expenses 11,093 11,149 8,757 47754 3,625
3484 Operating income (loss) 352 987 247 604 567
3B 4 Non-Operating income (loss) 1 24 (16) (29) (19)
Bt et 275N
fri-%come/%lolzfsEl Zﬁfrljtax of the continuing department 353 Loi 21 37 548
Mt 258 & Income/loss from continuing operations 266 719 163 511 393
{28 E 4R Gain/loss from discontinued operations - - - - -
JEH H 4R Extraordinary gain/loss - - - - -
Bt R E) 2 AR A _ _ _ _ _
Cumulative effect of changes in accounting principles
A HHE4Net income 266 779 163 511 393
e (JC) (3 3)Barnings per share (NT 8 ) (Note 3) 0.53 155 033 1.02 0.78

i1 A E R R e AT R RS -
The financial information listed above has been audited by our independent auditors.
2. 2000F FE AT BHR IR E A B Rl -
The financial information for year 2000 has been prepared based on pro forma financial information.
3 BRI E AR R Z AR B TE -
Calculated based on the number of shares after taking the effect of stock dividends into account.
4 grEtamete - RIS - 26 -
Independent auditorsChi-Hsiung Liu and Shu-Man Tsai.
5. #/MER  MEHER -

Auditors' opinion: an unqualified opinion.



s B AR M43 HT Financial Analyses for the Past Five Years
SHEAEAT  FrEWEE T 5 Amount Unit ¢ NT Million Dollars

¥ Year
AHFEE Item 2000 2001 2002 2003 2004
B {8 5B 7 LA Liabilities to assets ratio (%) 94.50 94.91 94.43 93.43 93.19
+
M (5,5 LS Deposits as a percentage of equity (%) 10114 | 157089 | 127906 | 110100 | 110289
Financial Structure
IE5] € 7 € 195+ EL 2R Fixed assets as a percentage of equity (%) 34.54 25.38 26.35 25.23 24.43
{E{RE ) Liquidity | JREHHE( H AR Liquidity reserve ratio (%) 8.85 11.87 12.70 16.71 21.50
1#h Lt Loans to deposits ratio (%) 92.25 87.26 95.20 90.84 83.62
T s
weste ) JfiEE S Ratio of NPL (%) 2.26 2.86 2.38 1.64 1.60
Operating Efficiency | #8#& 7E JA# 75 (70 ) Total assets turnover ratio ( times) 0.06 0.06 0.05 0.03 0.03
B T 7458 22 A Operating revenue per employee 14.10 14.87 10.63 6.30 4.87
B T F|#8 Earnings per employee 0.33 0.95 0.19 0.60 0.46
B i HRIZEReturn on total assets (%) 0.15 0.40 0.09 0.31 0.26
g % B HE G ¥R Return on equity (%) 2.60 751 1.61 511 3.85
Profitability A ZNet profit margin (%) 2.32 6.42 181 9.53 9.36
1283 (7T )Earnings per shar e(NT$) 0.53 155 0.33 102 0.78
Bl 8 FLA Cash flows ratio (%) 11.95 0.86 (11.80) 6.44 13.37
Waie et 2o
é‘iﬁ@is W& = 70 HEAR Cash flows adequacy ratio (%) 262.51 251.21 56.36 91.01 159.55
WG FH% & LA Cash reinvestment ratio (%) 112.05 (3.89) (52.96) 8.50 10.45
H A5H & R Capital adequacy ratio (%) 11.43 11.63 12.99 12.46 12.06
H A& A FHHCapital 9,133 9,276 10,241 10,053 9,786
T\ 14 E M AFRisk weighted assets 79,872 79,736 78,856 80,673 81,146
BHEAS o " e
o S A R 7 2 47 1303 254 g s
B Tier 1 capital as a percentage of risk weighted assets (%) ' ’ ' ' '
tt% sy NER Jefy — fE R L it i 21 A . e e
A R IR R IR P 2 2 L 1266 1310 1469 1420 1378
Capital Adequacy Tier 1 & 2 capital as a percentage of risk weighted assets (%)
Ratio (%) TEAELLE Leverage ratio (%) 5.64 5.28 5.17 6.10 6.71
FOBL G R LU 5.49 5.07 5.5 6.55 678
Common stock's equities as a percentage of total assets (%)
FIIR SR S 1318 116 1000 $70 795
Total Secured Loans to Related Parties
FIE BT NFBIRIZ S R A S RS R ERAH 2 L AR
= { { 7
Total Secured Loans to Related Parties as a Percentage of Total Loans (%) 0.81 0.65 0.68 0.71 07
BT %8 Asset Market Share (% ) 0.76 0.80 0.69 0.55 0.51
S 1T H25Equity Market Share (%) 0.58 058 0.61 0.62 0.58
Operating Scale | 45 i 4 Deposit Market Share (%) 0.87 0.94 0.72 0.60 0.56
TRz 525 Loan Market Share (%) 1.04 1.13 1.00 0.79 0.66
it 1. ERIRSESERL - BREEAES. - R E TR RS -
The financial information listed above audited by our independent auditors, excluding the information of operating scale.
2. FEEREAE ST (BIS) M€ 2 B E AR AR S AR YEE8% -
The Bank for International Settlemen{8IS) prescribes a standard capital adequacy ratio of 8%
SHERT
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The aforementioned ratios are calculated as follow

Financial structure

1. Liabilities to assets ratio = Liabilities / Assets

2. Deposits as a percentage of equity = Deposits / Equity

3. Fixed assets as a percentage of equity = Fixed Assets /
Equity

Liquidity

Liquidity reserve ratio = Current assets required by the CBC /
Deposits for which the various current reserve shall be provid-
ed

Oper ating efficiency

1.Loans to deposits ratio = Total loans / Total deposits

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

3.Total assets turnover ratio = Operating revenue / Average
total assets

4.0Operating revenue per employee = Operating revenue / Total
number of employees

5.Earnings per employee = Net income / Total number of
employees

Profitability

1.Return on total assets = Net income / Average total assets

2.Return on equity = Net income / Average shareholder equity

3.Net profit margin = Net income / Total operating revenue

4.Earnings per share = Net income / Weighted average out
standing shares

Cash flows

1.Cash flows ratio = Net cash flows from operating activities /
Current liabilities

2.Cash flow adequacy ratio = Net cash flows from operating
activities for the past five years / (Capital expenditure +
Cash dividends) for the past five years

3.Cash reinvestment ratio = (Net cash flows from operating
activities— Cash dividends) / (Gross fixed assets + Long-
term investments + Other assets + Operating capital)
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(A —HEEAR R IRE R E L AR =2
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Z iR & A

(yFHE R =E / FIHB GRS L 21
SRS EHERERE

(TP HER =173 HEEE / n B F IGREE R 2
2B R AR T A

(DGR 528 = GRREER / nl AR IGRSE s 2
EtiR ol R e

Onh

+ - BERIRRIRIIER ORAE (LB ~ B SRR
e ~ ERHBR M S IMBR N -

Capital adequacy ratio = Capital base/ Risk weighted
assets

1.Capital adequacy ratio = Capital base / Risk weighted assets

2.Capital base = Tierl capital + Tier2 capital + Tier3 capital
— Capital deduct item

3.Risk weighted assets = Credit risk weighted assets + Capital
appropriation of market risk<12.5

4.Tier 1 capital as a percentage of risk weighted assets = Tier

1 capital / Adjusted average total assets (Average total assets

— Good will)

5.Tier 1 & 2 capital as a percentage of risk weighted assets =
(Tierl + tier2) / Risk weighted assets

6.Leverage ratio = Tier 1 capital / Adjusted average total
assets (Average total assetsGood will)

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 for deposits / loans business

2.Equity market share = Total equities / Total equities of
financial institutes for deposits / loans business

3.Deposit market share = Total deposits / Total deposits of
financial institutes for deposits / loans business

4.Loan market share = Total loans / Total loans of financial
institutes for deposits / loans business

Remark : Total liabilities are net of reserves for losses on

guarantees, losses on security trades, losses on breach of con-

tracts, and accidental loss.
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— ~ 2004F- IS < B AN AT Supervisors' Report for FY 2004

I

R T IR B ER A R R A E s

T e i AR A B A e I EE S T A 2 The Board of Directors have compiled and submitted to us the
AN TN L A A R o W S 21 2y Bank's 2004 Business Report, Financial Statements, and state-
_ 7~ =N [y ==

BIBR TR ZFRFERN - AR AT EE

ment of distribution of retained earning which are audited by
the CPA firm of Horwath Chien Hsing, We have completed

o, 377 2> I, A\ = — . . :
Selk - RIS BRI ARRES our examinations and found them to meet the requirements of
IRz E R E I - applicable laws and regulations. This report is hereby prepared

in according to Article 219 of the Company Law and submit-

ted for your approval.

It B
AROAFIUA PR &
IR o . %uw? ]MV
Resident Supervisor
o
e A HET Ko, Chins Sho @%ﬂ
Supervisor Eﬂf
N X‘;ﬂ %+
L IN g o - Hoew S = 2
Supervisor :ii‘i‘“‘
FEERELHPUFE=H="TH March 30,2005

(BT S AR S R AT )

(The content of the report is conformity with the audit report
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SRR A SRR S P
HORWATH CHIEN HSING
Certified Public Accountants
A member of Horwath International
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Bo2iE12H31H 2 EEAER - BRE93FE1IHIH
Z12H31H Kk RE92F1H1H R 12H31H 2 Bm5=
~ IR RN R BORSME DR  HRAGE IS
ks o R BSIN R 2R R RS R < E1T -
A g Erim.2 & EHEIRE TS RS AR s
FoREHR -

AE TR RIR R R T e R &3 T 2
IR R B 2 AR BTG T2 A% LAF »
LIATEMESM SN G I E R E FaE - HIHE
TAFERE LT 7 2SR B P S < P

PRIRIH 2 EWRZEEYS M SRS E R LA BN ZR T
? oz EE IR R AT F.2 B EE it » BaF A
BARERENE 2353 - gt E HEE = T ER]
HnForn LB RIS 2K -

WA 2B R » 5F—ERPTRRT R TERT
BHEATTEREKIB AT e mH R A TR
TS SRR RIRRY - B LB RE SR T
B ERAF RE3FE12H31H K RE92:E12H31
H .z ARt » BREI93F1 H1H E12H31H & X
EO92F1 H1H 212H31H Z & AR b IR & -

QA s 2B 3E3 At - SR I TAR I IR Y
FH REOFRE » RIRAFISE TR T S R
SLEH ZIRE - R EES 2GRS Hh THE
Wiz Wi TRMEIR) B - 2TEEE) - (Ho3F M
Frai#EEEIN21,849T 7T -

B o S TR
A ¢ ; ;ﬁ g;g

RE94F2H24H
RLHESTR: (91)E BARR(7R) 55168

EEHT - 4@

el T MAFR S 215F 1245
12F, 21 Linshen 2nd Road
Kaohsiung, Taiwan, R.O.C.
% - (07)33121330F 98
{HE : (07)3331710

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, 2004 and
2003, and the related statements of income, changes in share-
holders' equity and cash flows for the years then ended. These
financial statements are the responsibility of the Bank's man-
agement. 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 reason-
able 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 state-
ment presentation. We believe that our audits provide a rea-
sonable 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, 2004 and
2003, 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 what is stated in Note 3 to Financial Statements, the
Bank of Kaohsiung has followed the requirements of
"Regulations Governing Preparation of Financial Reports by
the Public Issued Banks" since 2004 to have the "Outright
Trading Method" of bills and bonds changed to "Financing
Method" and the change had the amount of income before
income tax increased by NT$21,845 thousand in 2004.

. L

CPA: TSAL SHU-MAN  TSAT - SHU—- MAN

HORWATH CHIEN HSING

CPA : LIU. CHI-HSIUNG

Kaohsiung, Taiwan, Republic of China  February 24, 2005
(AT A RS R A —F)
(The content of the report is conformity with the audit report

Notice to Readers:

The accompanying financial statements are not intended to present the financial position and results of operations wsdrcasbdtdance with
accounting principles generally accepted in countries and jurisdictions other than the Republic of China. The standaness anocprhctices in the
Republic of China governing the audit of such financial statements may differ from those generally accepted in countigeictiodguother than
the Republic of China. Accordingly, the accompanying financial statements and report of independent auditors are nodintsadsdtfiose who
are not informed about the accounting principles or auditing standards generally accepted in the Republic of Chinapalidafiensan practice.

SR 42
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LE

ASSETS 2004.12.31 2003.12.31
AR #ithle e B % Ex %
AIC No Account Note Amount Amount
100 HEERRAERS 4 $2,644,113 1.74 $2,559,049 1.65
Cash & cash equivalents
1110 TFHSRIT R TR 5 25,276,150 16.66 19,341,515 12.50
Due from Bank of China & banks
130 BEABRREREH 26 12,445,242 8.20 13,089,854 8.46
Bills & securities purchased-net
1140 FERGIORISEE 27 1,037,951 0.69 827,820 0.53
Accounts receivable-net
13XX BRI MERE 2.8 103,851,580 68.44 113,365,259 73.26
Bills purchased, discounts & loans
RgE
Long-term investments
144101 PESHEZRIMGE $100,009 0.07 $104,713 0.07
Equity method
144102 REAREZRAMGE 1,294,665 0.85 1,294,665 0.84
Cost method
1444 RHfERERE 1,067,271 0.70 — —
Long-term bonds investments
1457  E{RHIRE 200,880 0.13 — —
Other long-term investments
14xx  EEREEH 29 $2,662,825 175 $1,399,378 0.91
Long-term ilnvestments
EEEE
Property & equipment cost
1501 Tt $1,302,310 0.86 $1,302,310 0.84
Land
1521 R R 1,153,807 0.76 1,153,807 0.74
Buildings
1531 AR 576,228 0.38 566,041 0.36
Machinery & equipment
1541 B R 40,706 0.03 41,364 0.03
Transportation equipment
1551 FETEERHE 109,770 0.07 136,470 0.09
Miscellaneous equipment
1591 HEREYR 179,938 0.12 175,835 0.11
Leasehold improvement
15X1 e $3,362,759 2.22 $3,375,827 2.17
Total cost
15X2 W BIEITE (876,550 (0.58) (819,908 (0.53)
Less: accumulated depreciation
1570 S AAREY Sl 27,409 0.02 34 0.00
Construction in progress & ordering
machine parts
15X EEEESE 2.10 $2,513,618 1.66 $2,555,953 1.64
Property, plant & equipment-net
18XX  Hfis 211 $1,306,064 0.86 $1,611,428 1.05
Other assets
IXXX  FEist $151,737,543 100.00 $154,750,256 100.00
Total assets
$n

SR

A

BP15



BANK OF KAOHSIUNG CO.,LTD.
BALANCE SHEETS
DECEMBER 31,2004 and 2003

Bf7  HE®AIT: (Expressed in New Taiwan Thousand Dollars)

ABRRRFER

LIABILITIES & STOCKHOLDERS' EQUITY 2004.12.31 2003.12.31
AR #ithle frEk B % Ex %
AIC No Account Note Amount Amount
2110 RATRSRITRIZE TR $18,020,710 11.88 $23,068,355 14.91
Due to Central Bank & banks
2140 T ETE 12 4,316,577 2.84 2,451,867 1.58
Payables
2250 TRl ETE 39,522 0.03 55,789 0.04
Accounts collected in advance
2300 TP R 13 113,454,525 74.77 111,528,735 72.07
Deposits & remittances
24XX NP RREE 2,278,355 150 3,903,873 2.52
Funds borrowed from Central Bank
& other banks
2370 TERT SRMER 14 1,935,000 1.28 3,050,000 1.97
Financial bonds payable
2517 JEE Rk B fE 2.16 89,593 0.06 89,718 0.06
Pension payable
28XX Hit& & 2.15 1,316,282 0.86 472,117 0.31
Other liabilities
2XXX =lEEH $141,450,564 93.22 $144,620,454 93.46
Total liabilities
MR
Stockholders' equity
3101 (L2 $5,034,238 3.32 $4,576,580 2.96
Capital
3200 BARNE $2,542,403 1.68 $3,000,061 1.94
Capital reserve
(REFEEG
Retained earnings
3301 e/ $2,021,614 1.33 $1,868,057 1.20
Legal reserve
3302 RN 210,065 0.13 191,656 0.12
Special reserve
3310 FnEiEEE 18 478,659 0.32 511,857 0.33
Unappropriated earnings
33XX IR AT $2,710,338 178 $2,571,570 1.65
Total stockholders' equity
I FE R HPEE
Other stockholders' equity
3430 ARIFIRMKERAIBEE 2 — - ($18,409 (0.0)
Unrealized loss on costs of pension
fund cost
3XXX BEga s $10,286,979 6.78 $10,129,802 6.54
Total stockholders' equity
EfEREFE R $151,737,543 100.00 $154,750,256 100.00

Total liabilities & stockholders' equity

(FRZHEE REGHITHET REME2AUH ERR S BRUBRENEE)

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chigapdstritated February 24,2005.
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R TR HIKAOHSIUNG CO.,LTD.
£ TS OF INCOME
BE93FE K2FE1A1H £ EARS ENDED DECEMBER 31, 2004 and 2003
BT - He T
(Expressed in New Taiwan Thousand Dollars)
= £
2004.01.0£-2004.12.31 2003.01.0-2003.12.31
%4 @iHE e B % Ex %
AIC No Account Note Amount Amount
£ ON
Operating revenue
4501 FIIBIHA 2 $3,459,398 82.51 $4,477,569 83.57
Interest income
4516 FEEBRA 2 334,547 7.98 314,189 5.86
Commission & service fees
4531 EEESHIZIE 2 352,527 8.41 506,860 9.46
Gain on trading bills & securities-net
4532 RREAERET| 2 RENE 9 24,535 0.59 36,792 0.69
Gain on equity method investments
4534 SHFAEE 2 21,334 051 22,545 042
Gain on foreign exchange
4100  BHFEA $4,192,341 100.00 $5,357,955 100.00
Total operating revenue
BEEH
Operating expenses
5501 FIEEA $1,602,236 38.22 $2,268,556 42.34
Interest expenses
5516 FREEEMH 21,917 0.52 22,515 0.42
Commission & service expenses
5535 KRR 2 224,982 5.37 615,353 11.49
Provisions expenses
5811 EBRREHER 1,763,687 42.07 1,832,425 34.20
Selling & administrative expenses
5830  HiE¥EH 12,496 0.30 15,029 0.28
Other operating expenses
BEER $3,625,318 86.48 $4,753,878 88.73
Operating expenses
6100 EEF¥FE $567,023 13.52 $604,077 11.27
Operating income
4999 BEMBARFE 3,251 0.08 4,423 0.08
Non-operating revenue
5009 E¥SERAREE 22,136 053 33,239 0.62
Non-operating expenses
6300  FHAETEH $548,138 13.07 $575,261 10.73
Income before income tax
6400 ATERE (BA) FliE 2.20 (155,115) (3.70) (64,173) (1.20)
Income tax expense
6900  ZAHhEF $393,023 9.36 $511,088 9.53
Net income
7000 EAEREECT) TRET ek A i3
Basic earnings per common share (NT$) Before tax After tax Before tax After tax
RERED) 21 $1.09 $0.78 $1.26 $1.12
Before retroactive adjustment
B 21 $1.09 $0.78 $1.14 $1.02

After retroactive adjustment

(GEZHEE B GHIMEERRE MF2 A0 E0RS ERMBRANE)

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chieapsirtpted February 24,2005.
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F KAOHSIUNG CO.,LTD.
ENTS OF CASH FLOW

E YEARS ENDED DECEMBER 31, 2004 and 2003

BAr I RRITIT

(Expressed in New Taiwan Thousand Dollars)

E H Item A T
2004.01.01-2004.12.31 2003.01.01-2003.12.31
BT I SRR Cash flows from operating activities
AR Net (loss) income $393,023 $511,088
HEEIEH - Adjustments to reconcile net (loss) income to net cash provided by
operating activities
e REHEER Depreciation & amortization 306,014 359,774
G | Cash dividends by equity method 29,239 —
TSR ER R Recognized investment gain by equity method (24,535) (36,792
TR TRER Provisions for credit losses 243,266 625,138
i A st Write-off loan recoveries 256,134 112,188
RAEEFEEE Loss (gain) on disposal of assets 1,584 1,558
il re=tea Gpii) Decrease (increase) in accounts receivable (209,765) 177,388
SEIERTERE (> (Increase) decrease on deferred tax assets 147,354 61,955
JEEf5F B I (RD) Increase (decrease) in accounts payable 1,864,710 (179,767
TECHIE I (RD) Increase (decrease) in accounts collected in advance (16,267) 14,436
BTN AR ) Net cash provided by / (used in) operating activities $2,990,757 $1,646,966
REED I ERE Cash flows from investing activities
ERERGIA R SR (e i) Decrease (increase) in bills purchased, discounts & loans $9,032,967 $22,358,641
TERURAT R SRAT RIZER (8 ) Decrease (increase) in due from CBC & banks (5,934,639 (2,116,933
WIBRIRE Increase in long-term investments (1,268,151 (20,000
BEAEAERER (M) wD Increase (decrease) in bonds & securities purchased 644,612 1,717,887
HERFERE Porceeds from disposal of property, plant & equipment 12 64
BEEEEE Acquisition of porperty, plant & equipment (76,135) (80,762)
HAE N > Decrease (increase) in other assets (31,130) 73,697
BEEESOFHSRAGTH) Net cash provided by / (used in) investing activities $2,367,540 $21,932,594
AiEiEES I ERE Cash flows from financing activities
AT RSRAT RIS R D) Increase (decrease) in due to Central Bank & banks ($5,047,645 ($7,844,686
FHREZEIRD) Increase (decrease) in deposits & remittances 1,925,790 (14,997,834
SIT e IR E IR ) Increase (decrease) in funds borrowed from Central Bank & other banks (1,625,518 (627,689
SEMVESIEIED) Increase (decrease) in financial bonds payable (1,115,000 —
Hita B D) Increase (decrease) in othe liabilities 843,395 21,416
bk el Cash dividends (228,830) (228,830
FEEIS Directors & Supervisors’ remunerations (5,085) (5,085)
B THLF] Employees' bonus (20,340) (20,340)
BTN SR AR ) Net cash (used in) / provided by financing activities ($5,273,233 ($23,703,048
KPR S RFTE RS IR)E  Netincrease (decrease) in cash & cash equivalents $85,064 ($123,488
IR & R E IR e Balance of cash & cash equivalents at the beginning of year 2,559,049 2,682,537
RIS R R I Sp55E Balance of cash & cash equivalents at the end of year $2,644,113 $2,559,049
BERBEAZMHLIBE: Supplementary disclosures of cash flow information
KHAZATFIE (REEAR{LFE)  Interest paid during the period excluding interest capitalized $1,683,266 $2,658,544
IR Income tax paid during the period $27,281 $32,507
(GEBHER B A& HMEHEREAE 2 A 240 EHRE BRMTHKNEE )
The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chigapstriated February 24,2005,
on
BEA: SN it
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H H L ERLE
Item Common Stock Capital Reserve

92.1.165#8 $4,576,580 $3,000,830
Balance, January 1,2003
AR - -
Return of special reserve
REREHRRANE
Appropriation & distribution of earnings
RIREE LA - -
Provision for legal reserve
kil - -
Cash dividends
e - -
Directors & Supervisors' remunerations
B THLF - -
Employees' bonus
R _ _
Net income for 2003
HEREEENE LG R0 RET| R - (769)
Capital reserve generated from gain on disposal o f property, plant & equipment transfer to retained earnings
FILRIRSRAEEL - -
Unrealized loss on costs of pension funds
92.12 3843 $4,576,580 $3,000,061
Balance, December 31,2003
93.1. 140 $4,576,580 $3,000,061
Balance, January 1,2004
REREHRRANE
Appropriation & distribution of earnings
RIREE LA - -
Provision for legal reserve
RIIERINGE - -
Provision for special reserve
kil - -
Cash dividends
el 457,658 (457,659
Stock dividends
e - -
Directors & Supervisors' remunerations
B THLF - -
Employees' bonus
R _ _
Net income for 2004
KT LRIRSRAEEL - -
Unrealized loss on costs of pension funds
93.12.3 %448 $5,034,238 $2,542,403
Balance, December 31,2004

(GABHEE B ST ST RE04F 27 240 EHHE SR HHANE )

The accompanying notes are an integral part of these financial statements. Please refer to Horwath Chiespdstrdated February 24,2005.
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BANK OF KAOHSIUNG CO.,LTD.
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2004 and 2003

B - HTHMEITTT (Expressed in New Taiwan Thousand Dollars)

TREEER

Retained Eamings

HENE
Legal Reserve

ST

Special Reserve

RAECER

Unappropriated Earnings

RIRIR G AEEE

Unrealized Loss on Costs of Pension Fund

$1,819,237

48,820

$331,998

(140,342

$162,733

140,342

(48,820)

(228,830)

(5,085)

(20,340)

511,088

769

(18,409

$1,868,057

$191,656

$511,857

(18,409)

$1,868,057

153,557

$191,656

18,409

$511,857

(153,557)

(18,409)

(228,830)

(5,085)

(20,340)

393,023

($18,409

$2,021,614

$210,065

$478,659

et
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(DA FURARER TR Z A ZERRAT » 5270
FEL2H AU 3%ITEFR] ~ 7 VLA HUS A wISE
RO ZERUTT ¢
(A) (IR -
(B) FEHRTIAME -
(C)ERATIENTHUE i R T 15 LIRS L 75 -
(D) &S ~ S50 -
(E)REFE b e e 2 HAth H BRI S -
ANFIBREAREA TR E B ZEEE ~ LB
SLER BAZRERI: - MR E B AT K BT
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T e
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BANK OF KAOHSIUNG CO., LTD.
Notes to Financial Statements
December 31, 2004 and 2003
(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)Otherrelevant 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 one 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 docu-
ment (Tai Jeng (87) Shan Tzu 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 docu-
ment (Kaohsiung City Government Tsai 3 Tzu 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 offer-
ing 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 pri-
vate enterprise on September 27, 1999.

(2 The Bank employs a total of 860 employees (exclusive
34 part-times) as of December 31, 2004 and 850
employees (exclusive 44 part-times) as of December
31, 2003.

2.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accompanying financial statements are prepared in
accordance with the "Rules Governing the Preparation of
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Financial Statements of Published Issued Banks" and general-

ly 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 transac-
tions have been eliminated.

(2)Foreign currency transactions:

Transactions of the Bank denominated in currencies
other than the functional currency of location of the trans-
acting 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 trans-
actions occur. The balances of the foreign currency-denom-
inated 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
(excluding 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 or
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-aver-
age method.

Bank of Kaohsiung has followed the requirements of
"Regulations Governing Preparation of Financial Reports
by the Public Issued Banks" since 2004 to have the
"Outright Trading Method" of bills and bonds changed to
"Financing Method."

(4)Bills purchased, discounts and loans on behalf of
customers, recognition of revenue and allowance for bad
debts

A.Bills purchased, discounts and loans on behalf of
customers

Bills purchased, discounts and loans on behalf of
customers are stated at the issued principal amount.
Unearned revenue is not recorded and interest income
is accounted for on the accrual basis.

Accrual for interest receivable on bills purchased,
discounts and loans on behalf of customers 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)Six months have lapsed since the repayment due

date.
Interests during the period where no accruals
are being made are recognized as income at cash in.
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B. Allowance for credit loss and bad debts write-offs

The Bank makes provision faredit lossandloss
on guarantees based on evaluation of specific identified
risk and general risk of collectibility over bills
purchased, discounts and loans on behalf of customers.
Allowance for specific identified credit risk are
evaluated internally based on the Bank's policy with an
evaluation on the likelihood of falling overdue.

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

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

(5)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 Bank and has no signifi-
cant influence on the investee Bank's operational deci-
sions. Unrealized loss resulting from the decline in mar-
ket value of listed investees is deducted from stockhold-
ers' 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 cur-
rent year's net income.

Costs of long-term investments sold are determined
using the weighted-average method.

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 Bank's equity is amortized over five
years and is recognized as gain/loss on investments.
Gain or loss on long-term investments is accounted for
using the Treasury Stock Method.

Majority owned subsidiaries are accounted for
using the equity method and the annual financial state-
ments are prepared on a consolidated basis at the end of
every accounting year. However, the total assets or oper-
ating revenues of subsidiaries will not be included in the
consolidated financial statements if the total assets or
operating revenues of these subsidiaries are less than
10% of the Bank's non-consolidated total assets or oper-
ating revenue respectively and that the combined total
assets or operating revenues of all such unconsolidated
subsidiaries are less than 30% of the Bank's non-consoli-
dated total assets or operating revenues.
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B.Long-term bond investments
Bond investments are valued at the cost and with the
bond discount and premium amortized throughout the
residual period on average and booked as an adjustment
to "interest income." Bond cost is calculated and recog-
nized individually on the due date or at the time of sale.

(6)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 capital-
ized and booked as fixed assets. The expense for general
repair and maintenance will be expensed.

For the accumulated depreciation of property, plant
and equipment, except if rental improvement is depreciated
in the shorter of five years or the rental period, 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 esti-
mated useful years, they are to be depreciated in accor-
dance with the estimated new useful years and the book
value. If the assets are not remaining in use, they are to be
valued the lower of net realizable value or book value, and
transferred to the proper account thereafter. Upon the dis-
position 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.

(7)Pension Plan

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

As 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 regula-
tions. The payments were deferred and amortized over five
years starting October 1, 1999 in accordance with the direc-
tive 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.

(8)Reserve for Guarantees

The reserve for guarantees is determined based on the
balance of guarantees receivable and expected payments
due to letters of credit and acceptances at the end of the
accounting period and the likelihood of these payments
becoming bad debts.
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(9)Interest income and service fees

Interest revenue on loans is recorded on accrual basis.
No interest revenue is accrued on loans and other credits
extended by the Bank classified as overdue loans commenc-
ing from the date of such classification. The interest rev-
enue 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 pur-
pose 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
such interest on credit. 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.

(10)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 tem-
porary 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 to the extent that
it is more likely than not that the tax benefits will not be
realized. Deferred income tax assets or liabilities are fur-
ther classified into current or non-current items on the
basis of the nature of the accounts or the length of the peri-
od 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.
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(11)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 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 con-
tracts), are credited or charged to the current period's
income.

(12)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.

(13)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.

(14)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 perform-
ing the contracts are credited or charged to income or the
purchase price.
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3.REASONS AND IMPACTS OF ACCOUNTING PRINCIPLE

CHANGES
According to the requirements of "Regulations

Governing Preparation of Financial Reports by the Public
Issued Banks," the Bank of Kaohsiung had the "Outright
Trading Method" of bills and bonds changed to "Financing
Method" since 2004 and the change had the amount of
income before income tax increased by NT$21,845 thou-
sand in 2004.

4. CASH & CASH EQUIVALENTS

H B Item 2004.12.31 2003.12.31
[Egeaires Cash on hand $1,048,820 $967,126
JEegedg i) Cash on hand-Foreign currency 108,111 120,387
EA S Certificates of deposits 1,100,000 1,000,000
e Evgid Checks for clearance 387,182 471,536
& 3 Total $2,644,113 $2,559,049

5T & ER{TIH2E DUE FROM THE CENTRAL BANK & BANKS

H H Item 2004.12.31 2003.12.31
FIRT Due from CBC $15,570,272 $14,078,465
TR T — TS Reserve for deposits-Type B 2,775,318 2,833,070
FaEPLE Deposit-FISC 136,803 130,275
HFREHTRI% Due from banks 697,848 820,205
IR TIR Lend to banks 6,095,909 1,479,500
& 24 Total $25,276,150 $19,341,515

AN FVERER T e B TR E s H 4%
TETE L PYI8REE - Ok e HER 2GR R
PR T Z A7 < - AR RE93H12H 31H &
921 12H 31H I T 27— HE IR — 25 57
RE%2,775,318F 71 % 2,833,070F 7T * {KEIEIELS
FERGFE ARSI - NS EhA -

The reserve for deposits, as required by the Banking Law
and the Central Bank Law, is calculated by applying the statu-
tory 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, 2004 and 2003 were
2,775,318 thousand dollars and 2,833,070 thousand dollars
respectively. By law, the Bank is not permitted to utilize the
Type B reserve unless at the time when the balance of the
reserve is adjusted.

6.5 AFEH KIS — A BILLS & SECURITIES PURCHASED-NET
H B Item 2004.12.31 2003.12.31
& =® Bonds $9,959,131 $10,832,475
TiiE) SRR Securities purchased 487,181 712,341
TR Beneficiary certificates 1,159,367 1,282,349
[EE Z Commercial papers 29,826 262,689
& 23 Treasury bonds 394,635 —
WEIEE A Bills & bonds purchased under resale agreements 415,102 —
& 3 Total $12,445,242 $13,089,854
T iR EE AL Less : allowance for decline in market value - —
T Net $12,445,242 $13,089,854




7 JEIETEEEE ACCOUNTS RECEIVABLE-NET

H H Item 2004.12.31 2003.12.31
FEENERR Accounts receivable $147,935 $122,032
FEMR Income receivable 185,710 134,744
AT Acceptances receivable 368,710 180,388
FEIHIE Interest receivable 275,570 366,497
FEMGERESR Forward exchange contract receivable 7,964 14,077
FEISCRREK Income tax refundable 30,293 -
Hith R Other receivable 28,592 17271
I\ e Sub-total $1,044,774 $835,009
W BEAIR Less: allowance for credit loss (6,823) (7,189
TES Z0E R 4E Net $1,037,951 $827,820

8 EHHERLER S i#KIFEH BILLS PURCHASED, DISCOUNTS & LOANSs -NET

H E Item 2004.12.31 2003.12.31
B KA Bills purchased & discounts $7,830 $17,948
G RGER Short-term loan & overdrafts 32,853,913 41,458,812
SEUHEES e 45 Short-term secured loan & overdrafts 4,838,713 4,101,229
Htek Medium-term loans 11,131,710 10,635,637
HBERR Medium-term secured loans 6,205,103 5,246,008
Rinex Long-term loans 21,099,129 29,136,297
RIBERAGR Long-term secured loans 26,801,347 21,761,911
fRIGR Overdue loans 1,676,544 1,868,354
a RSk Short-term advances 39,326 36,892
B Sub-total $104,653,615 $114,263,088
Tt AR Less: allowance for credit loss (802,039 (897,829
I Net $103,851,580 $113,365,259

A EREINIE R BGREEREEH RIIRINT
Bills purchased, discounts & Loans were made out to the following parties

HE Item 2004.12.31 2003.12.31
B E ok Bk Loan & advances-domestic

R Private enterprises $30,936,706 $28,587,267

NEER Government-owned enterprises 4,957,208 5,237,625

BT Government organizations 33,008,709 46,796,872

FETERE Non-profit organizations 13,833 12,009

A Individuals 33,926,557 30,683,461

H Other 39,325 265,626

NoE Sub-total $102,972,338 $111,582,860
BRI ek Bk Loan & advance-overseas

SR Financial institutions $— $475,650

JE4-RiERE Non-financial institutions 1,681,277 2,204,518

NE Sub-total $1,681,277 $2,680,228
& 3 Total $104,653,615 $114,263,088
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B.E{E AR Allowance for credit loss

The Bank has not accrued any interest on overdue loans
and advances, which amounted to 1,715,870 thousand dollars
and 1,905,246 thousand dollars as of December 31, 2004 and
2003, respectively. The unrecognized interest revenue on the
above loans amounted to 66,373 thousand dollars and 112,716
thousand dollars for years ended December 31, 2004 and
2003, respectively.

2004.01.01-2004.12.31
REEEERIEZ B AR S 2R P
Risks of non-collectibility  Inherent risk of the overall mE
of specific loans loan portfolio Total
e $842,382 $62,636 $905,018
Balance, January 1, 2004
AHFGI AR A 236,066 (11854) 224,212
Provisions
A EREANER R AR A (576,360 — (576,360
Write-offs
YRl Eihsa 2 B R IR R ke 4R 256,134 _ 256,134
Recovery of credits
B - (146) (146)
Exchange rate differences
WK 84E $758,222 $50,636 $808,858
Balance, December 31, 2004
2003.01.01-2003.12.31
e RERmEIEZ G 2SR S B s &3
Risks of non-collectibility  Inherent risk of the overall ne
of specific loans loan portfolio Total

HyleE $1,233,166 $62,711 $1,295,877
Balance, January 1, 2003
AR (M) R B 601,272 (20) 601,252
Provisions (reversal)
A EREANER R AR A (1,104,244 — (1,104,244
Write-offs
Ui Il it 2 B RERNE R b AR 112,188 - 112,188
Recovery of credits
E % - (55) (55)
Exchange rate differences
HIAREE $842,382 $62,636 $905,018

Balance, December 31, 2003




& LONG-TERM INVESTMENTS

2004.12.31

Rt EnEB i

Name

BT
Shareholding
(Thousand Shares)

R £

Book Value

adibdae/]|
Shareholding
(%)

(RIS R ETE
Equity Method
B AG REAEA(RYAF
Kaohsiung Bank Insurance Agency Co.,Ltd.
iR SR A (B A 7]
Kaohsiung Bank General Insurance Agency Co.,Ltd.
SR EE R A
Waterland Asset Management Co.,Ltd.
N
Sub-total

(DR IBIRERE —pRiERTE
Cost Method
BAUSHER (R A F
Taipei Forex Inc.
BRI L F
Taiwan Futures Exchange Corporation
BB ER(RAE
Taiwan Finance Corporation
FRaRFRAE FRERERRRAR)
Wateland Securities Co.,Ltd.
EBHREEEHR) AR
Taiwan Asset Management Corporation
EBSIEERAR AR
Taiwan Financial Asset Service Corporation
o HEFBE () L A
Kaohsiung Rapid Transit Corporation
W EEAR)AF
Financial Information Service Co.,Ltd.
EEEREPRER (R A
Debt Instruments Depository and Clearing Co. Taiwan
g
Sub-total

(ERBERME
Long-term bonds investments
LElE
Corporate bonds

()t RHA
Other long-term investments
BB — R
Taiwan High Speed Rail CorporatierPreferred stocks
RIEEE

Totd long-term investments

300 $30,469

300 3,586

6,000 65,954

$100,009

700 $7,000

600 6,000

51,616 516,165

50,000 500,000

10,000 100,000

5,000 50,000

5,000 50,000

4,550 45,500

2,000 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%
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2003.12.31

BN EB i

Name

PREIT)
Shareholding
(Thousand Shares)

R £

Book Value

sadibdae/]|
Shareholding
(%)

R g — SRR
Equity Method
mIRAS R AR AF
Kaohsiung Bank Insurance Agency Co.,Ltd.
=R SR A () A7
Kaohsiung Bank General Insurance Agency Co.,Ltd.
FrigiEae AF
Wateland Asset Management Co.,Ltd.
o E
Sub-total
RIS — poRERE
Cost Method
BAURER (R A E]
Taipei Forex Inc.
EBWETHMR) KF
Taiwan Futures Exchange Corporation
BB MR AE
Taiwan Finance Corporation
B R iraEsr () A F (R SR S AR 2 F)
Wateland Securities Co.,Ltd.
BESMEETHR) L7
Taiwan Asset Management Corporation
B SREERH ) L7
Taiwan Financial Asset Service Corporation
i HEBE(R) 2 A
Kaohsiung Rapid Transit Corporation
MEEARY 2 F
Financial Information Service Co.,Ltd.
EEEREPRER AR AF
Debt Instruments Depository and Clearing Co. Taiwan
o E
Sub-total
RUIERE

Totd long-term investments

200

300

6,000

700

600

51,616

50,000

10,000

5,000

5,000

4,550

2,000

$35,231

3,708

65,774

$104,713

$7,000

6,000

516,165

500,000

100,000

50,000

50,000

45,500

20,000

$1,294,665

$1,399,378

100.00%

60.00%

20.00%

3.53%

0.30%

10.00%

4.93%

0.57%

2.94%

0.50%

1.14%

1.00%



(DIRRE LI 2 RIS E R BB EUT

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

2004.12.31

H H

Item

RIS E

Long-term stock investments

RE(A @
Investment gains (losses)

(RS et AT e 2 R A s $96,424 $24,027
Based on audited financial statements for the same period
kG AT E IR 2 RIS SR GE) 3,585 508
Based on unaudited financial statements for the same period (note)
S $100,009 $24,535
Total
2003.12.31
T =S| KA RE(A =
Item Long-term stock investments  Investment gains (losses)

RS SRt AT IS AR R IR AR

Based on audited financial statements for the same period

AR AR 2 R R GE)

Based on unaudited financial statements for the same period (note)
&

Total

(FH : By E AT L SR E R CEA

(B XAl L EAREAETE T HEFREER
ES(TEIC » PAREALNFEFEIAL0%
HEP B n] LS R #E o

$101,005 $36,263
3,708 529
$104,713 $36,792

As the aggregate par value of the outstanding capital
stock of the aforementioned investee companies, Kaohsiung
Bank General Insurance Agency Co., Ltd. was less than $30
million and the operating revenue was less than $50 million or
less than 10% of the total operating revenues of the Bank, the
carrying amount of the investments and the related investment
gains (losses) were calculated based on unaudited financial
statements.

(2)2515 A 1 R O3 AL R FAS R P IR R EL BB E5 0% Ko JE TR & TR Z HRE RIS T

Consolidation of financial statements of long-term stock investments in which the Bank owns more than 50%

of the share voting rights for 2004

£ L 4 4
et el Shareholdng S R
Investee Company (%) (Yes / No)

AR PR CRLA (B 22 7] 60% N BREVANEEBERDAFAE &

Kaohsiung Bank General Insurance Agency Co.,Ltd. No HEEE0%
Assets or operating revenues of the
investee company are less than 10% of
the relevant balances of the Bank

B S REAEA R AT 100% o BEIARE R EAARLE %

Kaohsiung Bank Insurance Agency Co.,Ltd. No HAHE 0%

Assets or operating revenues of the
investee company are less than 10% of
the relevant balances of the Bank

60
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10[EEEEEFFE PROPERTY & EQUIPMENT-NET
(HRE93F12H 31H [EE&E =AM T

2004.12.31
H H BZS REHE RITHERAE
Item Cost Accumulated Depreciation Book Value
Wil Land $1,302,310 $— $1,302,310
RE RS Buildings 1,153,807 218,826 934,981
P Machinery equipment 576,228 438,871 137,357
AEBEE I Transportation equipment 40,706 30,664 10,042
HEIENR Miscellaneous equipment 109,770 82,144 27,626
FHERMSYR  Leasehold improvement 179,938 106,045 73,893
5 TR R TR 21,409 - 21,409
Construction in progress & ordering machine parts
& E Total $3,390,168 $876,550 $2,513,618
(2)RE92:F12H 31 HE E & AN T
2003.12.31
W H Rk it i
Item Cost Accumulated Depreciation Book Value

Wil Land $1,302,310 $— $1,302,310
e B s Buildings 1,153,807 198,260 955,547
e Machinery equipment 566,041 403,739 162,302
A E SR Transportation equipment 41,364 29,992 11372
TR Miscellaneous equipment 136,470 104,594 31,876
EMEEMR  Leasehold improvement 175,835 83,323 92,512
RS TAE K TSR 34 - 34
Construction in progress & ordering machine parts
& 3 Total $3,375,861 $819,908 $2,555,953

(3)Insurance coverage for the Bank's fixed assets as of
December 31, 2004 and 2003 were 1,363,069 thousand
dollars and 1,029,636 thousand dollars, respectively.

(3)RFO3F12 A31 H F924:12H31 HIE & 72
AR ERST HIF51,363,069T 71 521,029,636 T
I o

e (A)The Bank's fixed assets have not been appraised as of

. December 31, 2004.

KRG BEWGE -

B)EZE RE93F12H31H Ik » XN F|EEEZE (5)No collateral has been assumed on the Bank's fixed assets
R for up as of December 31, 2004.



11 HAth&E 7 OTHER ASSETS

H E ltem 2004.12.31 2003.12.31
RICEA Deferred expenses $51,737 $42,790
edinlE=en Refundable deposits 153,670 172,404
FEEERE Non-operating assets 951,703 951,703
BTRK R EEES Employee pension & compensation payments — 173,057
RIS HE Deferred income tax assets 50,311 197,665
TR Incone tax prepayable 25,325 31,871
Hify Other 73,318 41,938
&z Total $1,306,064 $1,611,428

(1) ERBBIEFRSFTE E 2 3H - 320,
2)ERE B LEIRK R e a3t sl - 253
FftEE16.

12 JE{1200E PAYABLES

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

assets.

(2)Refer to Note 16 for the accounting treatment for employee

pension and compensation payments.

H E Item 2004.12.31 2003.12.31
ek Collections for customers $93,966 $128,010
(T Accrued expenses 138,939 133,885
RiEH Income tax payable 5,805 _
FEFIE Interest payable 374,038 455,068
ST Acceptance bills 370,231 180,863
FERciiests Checks for clearance 387,182 471,536
FEA SR Forward remittances 49,322 14,040
eSS ~ FITHR Value-added business taxes & stamp tax payable 15,964 16,823
eI = EREE Public housing loans payable 1,580,000 -
FERHER - 24 A FIEIIESE7 2% Payroll transfers payable 953,072 833,635
itk Other payables 348,058 218,007
& i Total $4,316,577 $2,451,867

VECTR IS L 315 AFIMIEE20.

13173k EZR DEPOSITS AND REMITTANCES

Refer to Note 20 for detailed calculations on income tax payable.

H E Item 2004.12.31 2003.12.31
REEK Checking deposits $1,135,962 $990,804
UNCEEE Treasury deposits 10,150,558 8,168,088
TERITER Demand deposits 10,581,410 8,817,149
EMEE TR Demand savings deposits 30,935,312 27,648,149
E TR Time deposits 15,255,272 16,280,611
EHIHERE TR Time savings deposits 44,929,233 48,956,993
TR IR Negotiable certificate of deposit 463,600 657,500
FERRRERT & ME HHERR Remittances & drafts issued 3,178 9,441
& E Total $113,454,525 $111,528,735
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14 JEfT4:Fi{E%: FINANCIAL BONDS PAYABLE

I§ H ltem 1T | ¥1|28 Term/ Interest rate 2004.12.31 2003.12.31
EE F—HIF—RERES 2001.11.26-2006.11.26 $735,000 $1,050,000
First Bond, First Issue 2001 3%
Q05 A —HE — RKIB T SRMES 2002.08.19-2007.08.19 1,200,000 2,000,000
Subordinate Bond, First Issue 2001 3.43%
& i $1,935,000 $3,050,000
Total
15 HAb & {F OTHER LIABILITIES
IH H ltem 2004.12.31 2003.12.31
R ELER Reserve for losses on guarantees $19,014 $19,014
S8 Ei=rS Reserve for accidental loss 23,579 22,809
i E FiEHEE Bonds sold under repurchase agreements 891,826 —
{8 ARG E S KWK Appropriated loan funds 359,345 401,601
FAEES Guarantee deposit received 22,502 28,333
Hith Other 16 360
& it Total $1,316,282 $472,117

TR ATGRE S B AR BGRR A A m g e
ERFERESEZHEAZE S ~ (TERECE TS
B & S AT B S G P B gl R
PHAIAEZEER » MH®EZEZBE G IAT - L
BB ERE A -

16. B TR i ifE 5

(—) BIGEMR e il

ALRFER88FIH 27H e EREAL -
RPN EBRBERBIREZAE - fnfTR
SRR SR R E (B A B B ELAG
B~ O G fE ERME NN B MR G B2 ) £y
1,635,996T /L » #EIEREERBES KER
YIRS B A2 Z#RKIR1,109,358T 7T -
(RIBIA AR - AR FiGRZ A RE H88F
10H1 HEE T -

ALFIE B T ERE ARG R %
FHEEFE - AE A BEAEFUR IR
BRI

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. EMPLOYEE PENSION PLAN & COMPENSATION

PAYMENTS
Employee pension plan and compensation payments

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 com-
pensation payments and termination payouts to terminated
employees) amounted to approximately 1,635,996 thou-
sand dollars; after deducting the reserve for pension funds
and recognized pension liabilities, the balance amounted
to approximately 1,109,358 thousand dollars. In accor-
dance 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)BIk
(VAT HB8FI FA27HAERE Rk » 2
1RG5 LRI PR R AR E R A7 L

Pension Plan

(1)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

HRERt/R - HEEEEATT on the pension plan is as follows:
H H ltem 2004.01.01~2004.12.31 2003.01.01~2003.12.31
HwleE Beginning balance $146,831 $105,913
o AERE  Add : Provisions 43,059 41,312
FE A Interest revenue 1,984 1,786
W MH%MT Less: Payment (3,943 (2,180)
R 8 Ending balance $187,931 $146,831
iEEFGTTZBKE Defined Benefit Pension Plan
(BERIAREGHRESIRITLZR The funded status of the pension plan is as follows
H H ltem 2004.12.31 2003.12.31
EiREv
Benefit obligation
AR BT ($95,608 ($64,218
Vested benefit obligation
JERR 1R R (166,849 (172,331
Non-vested benefit obligation
LY e 2 (262,457 (236,549
Accumulated benefit obligation
FEHARTES (347,632 (276,712
Projected benefit obligation
RN
Funded status
RS EELTEE 187,931 146,831
Fair value of plan assets
R RS RN (159,701) (129,881
Funded status of pension plan
ARITGEIE P R H(FEE) - -
Unrecognized transition obligation (net assets) 58572
IR EHE(R) 70,108 '
Unrecognized gain or loss
b - (18,409
9 2R SR (A -
Additional pension payable 89,718
ol | 71
HIR(REE B4 8 (5) R (89,599 (80,718

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

64
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(D)HFRIRERE A The components of net periodic pension costs are as follows

H H Item 2004.01.01~2004.12.31 2003.01.01~2003.12.31
a. IRE e $56,904 $48,092
Service Costs
b. FLERA 6,918 7,242
Interest Costs
c. RINELEE 2 TR E (3,671 (4,236)

Expected return on plan assets
d. RELGRER N (R E ) LM

Amortization of unrecognized transition obligation (net assets)
e. ARG HR RS R A M EY

Amortization of unrecognized service costs for the previous period

f. R RIASE AR 3,090 —
Amortization of unrecognized gain or loss
0. R A=atb+crd+e+ $63,241 $51,098

Net periodic pension costs

(Z)FESH51T Vested benefits $95,608 $68,759

(MEFEF R LA B RGN

Actuarial Assumptions used to calculate net periodic pension costs are as follows

JH H ltem 2004.12.31 2003.12.31

a THEHAN B H 2 il B5H3.0% FH2.5%

Discount Rate of projected benefit obligation 3.0% p.a. 2.5%p.a.

b. HrE AR R FEE2.0% HF0.5%

Rate of increase in salaries 2.0% p.a. 0.5% p.a.

. RINESERE 2 BRI E B552.0% FH2.5%

Projected long-term rate of return on pension assets 2.0% p.a. 25%p.a

17 %7 CAPITAL
JH H ltem 2004.12.31 2003.12.31

SHERA Authorized capital $5,034,238 $4,576,580
B Paid-in capital 5,034,238 4,576,580
CBTE BB Common stocks issued (thousand shares) 503,424 457,658
BB TE Par value 10 10



RETAINED EARNINGS

(1)As stipulated in the Bank's Articles of Incorporation,
current year's net income, if any, shall first be used to offset
prior years' operating losses and pay all taxes and then a
provision of 30% of the net income after tax shall be set
aside as legal reserve. The Bank may also set aside a spe-

18 &R 47T
(VAR AFERRE » FARBEAE R8RS » FESTH
R TEE - RE TR PR 30%651%
FERIERINTE » WS UL D HURE BEES TR B RS

FrolEEr A8 - A0fH BRERMAK T Y1 H o7 LEorid
Z 1 (V)EFELESENWE HrZ (2B THL
IR PINE) O ¥ 2 ISP ) e gl v 32 X
LK S HE TR IE R R RR R

cial reserve for business purposes pursuant to the relevant
regulations. The remaining amount, if any, shall be allocat-
ed as follows: (a) 2% as Directors and Supervisors' remu-
neration; (b) 8% as employees' bonus; and (c) 90% as divi-
dends to shareholders. The ratio of stock dividends and

cash dividends to shareholders may be adjusted according
to the status of retained earnings for the current year and

FBERS IR R EL 2R > HEIRB AR MBS B business requirements upon resolution in the shareholders'
meeting, however cash dividends are not less than 5% of

P e SR o 2 1 e o >4
o the total amount of dividends distributed for the current
(2B THLF] K B B 55 FHBA & R year.
ALY E] 29356 H 19 H Fifise BRUA €58 38,292
LRGSR - ARAR TR R R
FH LGP

o R ERGIERRRGIRR AR %

(2)information on employees' bonus and Directors and
Supervisors' remuneration
A.Appropriations resolved in the FY 2003 annual general
shareholders' meeting on June 19, 2004

4 % Amoun
B THH — LIR4% M Employees' bonus-cash $20,340
RS — LIRS Directors & Supevisors' remuneration-cash 5,085
& &t Total $25,425

The above appropriations are consistent with the amounts
resolved in the Board of Directors' Meeting held on March 31,
2004.

Mz SRR B AR FI93F3HA31IH L H
HEPRIHE R

B ZE94F2H24H 1L » ARFIEFEFRIARIR
RIS Z BIER I -

C. Bt REHE THLF R BRI S5 HHBRE AR H
IFAENERHIE S B E AR -

D. i H AN L AL R

B.Up until February 24, 2005, the Board of Directors has not
approved the FY 2004 earnings appropriation proposal.

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

D.Proforma Basic Earnings Per Share (EPS) after tax

- FE 2 = On the assumption that the FY 2003 retained earnings
[BesetEO2f- BN = B LB <5z S8 EIAA. are distributed in cash for all items listed in A. and are

Pt e - WLIER YN - Ho2EfE 2 ik recognized as expenses, basic earnings per share for FY
BigR - 2003 is

2F AR ARG A 511,088
Net income (loss) after tax for FY 2003

020 B2 DI St B THIF B RGeS B 25,425
Employees bonus & Directors & Supervisors' remuneration-Cash for FY 2003

Q2T R IR T AT SN B (TR C 503,424
Weighted aveage of outstanding common stocks (thousand shares) for FY 2003

BEEEN iy (A-B)IC 0.96
Proforma Basic earnings per share after tax

SR 66
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(3)A 2 153 BURSOBHEG F K926 F UKL AL fT i
Z 925 B S O 1AF & B4 B 2 b AR A R4
T :

(3)The FY 2003 and FY 2002 retained earnings were
appropriated as follows in accordance with the sharehold-
ers' meeting held on June 2004 and 2003 respectively.

BE MR BRBHT)
Retained Earnings Earnings Per Share (NT$)

2003.01.01~ 2002.01.01~ 2003.01.01~ 2002.01.01~

2003.12.31 2002.12.31 2003.12.31 2002.12.31
e Legal reserve $153,557 $48,820
Rl A Special reserve 18,409 —
L EREH 4% F]  Cash dividend-common stock 228,830 228,830 $0.5 $0.5
I Directors & Supervisors' remuneration 5,085 5,085
B T4 Employees' bonus 20,340 20,340
CEl Total $426,221 $303,075

198 A ~ PrE KR E A LABOR, DEPRECIATION AND AMORTIZATION EXPENSES

J§ H ltem 2004.01.01~2004.12.31 2003.01.01~2003.12.31
A Labor costs
HEBH Wages & salaries $916,047 $888,665
2 T EA  Health & labor insurance 38,203 36,494
BIREEM Pension costs 63,241 51,098
HitZA Other costs 13,197 10,416
HTE REEE A Depreciation & amortization 306,014 359,774
& Total $1,336,702 $1,346,447
20. Fif8# INCOME TAX
(L)IERIEATISME (A {E) 155 Deferred income tax assets (liabilities)net
H H ltem 2004.12.31 2003.12.31
WEE R Temporary differences
FEBS (T 23E{k4 Unrealized expense on provision of employees' pension $22,398 $17,827
8= Reserve for accidental loss 5,895 6,203
AL, Investment tax credits 22,018 19,274
FEAESIEIIE  Losses carried forward — 154,361
= £t Total $50,311 $197,665
T R Less: allowance for decline in market value — -
IE Net $50,311 $197,665
FTEME HFIZE) Income tax expense (benefit)
I H ltem 2004.01.01~2004.12.31 2003.01.01~2003.12.31
BHFEHREA Income tax payable $— $—
IR Tax on income separately taxed 468 12,666
FAHCEER L0015  Additional 10% tax levied on unappropriated retained earnings 6,676 636
BAFTSIREM(FI%)  Deferred income tax expense (benefit) 147,354 61,955
AR st e (Over) / under provision of income tax of prior years 617 (11084)
FrisfeE A (Fla) Income tax expense (benefit) $155,115 $64,173




(BVESTHTSHR Income tax payable
A B HRFETGR)FTISAHE Income tax payable (refundable) current period

H E ltem 2004.12.31 2003.12.31
B E $— $—
Income tax expenses in the current period
R SR NRL006 6,676 636
Additional 10% tax levied on unappropriated retained earnings
TR AR B R ATIRE R (32,000 (32,507)
Less : temporary tax payment & interest withholding tax
HHRES (B st ($25,325 ($31,870)

Income tax payable (refundable)

B.JE{THISH Income tax payable

JH H ltem 2004.12.31 2003.12.31

B ETEN $— $—
Income tax payable in the current period
DARGHFRE e biesan 5,805 —

Income tax of prior years

BRI FrigR $5,805 $—

Income tax payable at the end of the period

(M) IBEFRFT YRR R KR E R R R 2 PSR B R i e B L 2 R P S E TR S B A - HE R
HBRZOT :

Reconciliation of income tax payable

IH H Item 2004.01.01~2004.12.31 2003.01.01~2003.12.31
Tt st $137,035 $143,815
Income tax payable
RETEIMAK R 308 3,685
Reserve for unrealized accidental loss
REBGRKEE 4,571 2,446
Unrecognized pension costs
W HEHE A AR (95,932 (81,400)
Income tax credits
IR ERE (6,134) (9,198)
Investment income accounted for under the equity method
TR FIRIRA (598) (14,343
Interest income in short-term bills
BB KA D TR B Bk (50,138 (29,690
Net income derived by the OBU-tax exempt
HERH (8,489 (4,145)
Cash dividends
BHRHBKED) 19,533 (11,795)
(Gain) loss on securities
iR (156) 625
Other tax adjustments
AT ERine di $— $—

Income tax expense
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(B)#E KBI93F12 H31 H 1k, AN E Z A5 Has BL R L 91 1 -
The Bank's income tax returns for the years up to and including FY 2002 have been assessed and approved by the

Tax Authority.

(B) i & —FHERE A

Imputation tax system and related information

JE H ltem 2004.12.31 2003.12.31

B R R AR 8R AR $6,003 $7,309
Imputed tax credit for stockholders

874 [%(87.6.30AR0) LART KA B 8% — —
Unappropriated earnings-before June 30,1998

8BEE(87.7. LIR) LAk A AL gk 478,659 511,857
Unappropriated earnings-July 1,1998 & thereafter

JH H ltem 2004.01.01~2004.12.31 2003.01.01~2003.12.31
BN AT LA 1.25% 6.25%
Ratio of deductible tax credit for the appropriation of eamings (FEED)(Estimated) (BB (Actual)
FHAAS N BB A0 T AR BE 2 ml HOHERZE » The tax credits allocable to shareholders are based on the

balance of the Imputation Credit Account (ICA) on the divi-
dend distribution date. Accordingly, the estimated ratio of

W LARSe R 53 BC H oz A R TR R = 2 B EE

BRI EERE o RIILO3EEFHE M Bigs il Z I EH deductible tax credit for FY 2004 may change because the

HIHE L 28 AT R oy [ 45 2 GRS E FeEs actual tax credits may differ from the tax credit projected by
the Bank in accordance with the Income Tax Act.

AIREFE AL & A T AT AR B B PR [R] i 2R

B o

(M) &EZEI3FI2 H31LH 1k, AL RISk Z BARIAD T

Up to December 31, 2004, details of the Bank's unused tax credits were as follows

RIRIHE AR e AR AR R R
Deductible Tax Credit Total Amount Unused Year of Expiry
AR PIER6IRRE $26,163 $12,018 2005~2008
Article 6 of the "Statute for Promotion of Industrial Upgrading”
IR DIl R 10,000 10,000 2008

Article 6 of the "Statute for Promotion of Industrial Upgrading”



21 AR EIR: BASIC EARNINGS PER SHARE

H H ltem 2004.01.01~2004.12.31 2003.01.01~2003.12.31
T (A) $548,138 $575,261
Income before income tax
AHEH(B) 393,023 511,088
Net income
FHIEIL IS B B FA) () 503,424 457,658
Weighted aveage outstanding common stocks ( thousand shares )
B R IIE R E(D) 503,424 503,424
Weighted aveage common stocks after retroactive adjustment
T i SR R BR(T) GEWA) (A/C) 1.09 1.26
Earnings per share - income before income (tdefore retroactive adjustment
TRAT I EER0T) GBI (AD) 1.09 1.14
Earnings per share - income before income {after retroactive adjustment
B BERBR0T) GEHIHD ( (BIC) 0.78 112
Earnings per share - net incorhébefore retroactive adjustmeht

0.78 1.02

kB a0 GEME) (B/D)

Earnings per share-net income (B/G)after retroactive adjustment

AN F5934:6 H 10 F G o e

Upon the resolution reached in the Shareholder's

Meeting on June 10, 2004, 45,766 thousand stock shares were

AN TEREIEE 1 TR A5, 766 T - WfP93F 8
H3LHAHRIBE AL AE » G E RREEI M IET
R (457,658T ¢ X 1.1 = 503,424 %) ;8113
FO2FI A1 H FE12H 31 H EimA e B
2003.

22B#% A3 5 RELATED PARTY TRANSACTIONS
KRAFIHEME AR Z B S EIH » 40T ¢

issued for the capitalization of additional paid-in capital and
the new issuance had approved by the Ministry of Economic
Affairs on August 31, 2004. The Earnings per Share were
adjusted retroactively according to the weighted average stock
shares issued (457,658 thousand shate$.1 = 503,424
thousand shares) for the period on January 1-December 31,

Significant transactions between the Bank and related parties are summarized as follows

(LEBIF A 2255 K 31% Names and relationships of related parties

AR A B NA]Z R

Name of the related parties Relationships with the Bank

= TR EN/NCR oA T

Kaohsiung City Government The Bank's major shareholder

EIRAS R A (R) A ¥/NCivae SN

Kaohsiung Bank Insurance Agency Co., Ltd. Subsidiary of the Bank

R SR A () A 7] ¥/NCivae SN

Kaohsiung Bank General Insurance Agency Co., Ltd. Subsidiary of the Bank

HAtupaRA FLEEERE CHE B A HHBEEMEEE
Other related parties FERBA

The Bank's major shareholder, Director, Supervisor, Manager, their rel-

atives, their enterprises and the related parties

70
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(QHARAR ARz 8 A3 ByEEIE Significant transactions with related parties

A.3Z{Z Credit/ Loan

2004.01.01~2004.12.31

Bare AR IR EME H SEFEEHIA 2= ]
Name of Related Party Balance Interest income, commission & service fees Interest rate
St $32,988,542 $1,047,437 1.00%-3.525%
Kaohsiung City Government
LRIUEEYN 490,495 5,963 1.675%-14%
Other related parties
2003.01.01~2003.12.31
FarE AR IR EME H BEFEEHIA IR [Efi]
Name of Related Party Balance Interest income, commission & service fees Interest rate
St $46,635,160 $1,621,366 1.20%-3.45%
Kaohsiung City Government
LRIUEEYN 492,324 7,030 1.675%-14%

Other related parties

93.1.1-93.12.3%,92.1.1-92.12.3F B4 BIHT A
ZEAT - IIRGEIEEE - F& 2R - HAlZE
W& Al ERR - TEFERRIR A (BRTmaR b1
(E 2 FI 25 [R5 B ES1.20%—16%5; 1.45%—
14% o

B.f¥#k Deposits

Interest rates of credit approval extended by the Bank to
the aforementioned related parties for 2004.1.1-2004.12.31
and 2003.1.1-2003.12.31 are shown as above depending on
the nature and purposes of these loans; the average interest
rate ranges to third parties (except for pre-agreed accounts)
were between 1.20% and 16% for 2004.1.1-2004.12.31 and
1.45% and 14% for 2003.1.1-2003.12.31.

2004.01.01~2004.12.31

BfR A AR M &5 IR [EEf]

Name of Related Party Balance Interest expenses Interest rate
= HE TR $10,150,558 $54,899 0%-2.35%
Kaohsiung City Government
HARERA 1,996,994 18,033 0%-13%
Other related parties
EHFE S e RHEAR)Y AR 39,868 78 0.15%
Kaohsiung Bank Insurance Agency Co., Ltd.
EHRHE e AR AR 6,365 55 0.15%-1.3%

Kaohsiung Bank General Insurance Agency Co., Ltd.



2003.01.01~2003.12.31

BfR A AR M &5 IR [Ef]

Name of Related Party Balance Interest expenses Interest rate
= HE TR $8,168,088 $94,265 0%-5.5%
Kaohsiung City Government
HARARA 1,009,379 19,440 0%-13%
Other related parties
EHFE S HERHAR AR 55,891 32 0.15%-0.55%
Kaohsiung Bank Insurance Agency Co., Ltd.
EHRHERERHEA(R AR 6,510 64 0.15%-1.88%

Kaohsiung Bank General Insurance Agency Co., Ltd.

a. FBERMR A 2172k » FEs g2 E » H a.Interest rates on the above related parties' deposits are shown
as above depending on the nature the deposits; the average

B . %z 2, HFIZE R
MIESIRIRIAILLE » TZEBR AR 7K Al interest rates on third-party deposits were between 0% and
HIF$0%-13%- 13%.

b ﬁ%(3FE§J1¥J\)ZT§%’X$IJ$%%%13% . = b.The maximum interest rate on employees' (non-related

BB 2 15 Rl (e (2 e parties) deposit accounts was 13%, which was also the max-
% FRFZER IR EFR AT AE » B

imum interest rate paid on related parties' deposit accounts
TR ELRAT BRI 2R -

CFHHE=EHIH Lease

depending on the nature of the deposit accounts.

ALy Bl A S e O AR SR EERAR A0 T
Details of the premises leased by the Bank from the Kaohsiung City Government

a.2004.01.01-2004.12.31

HESH Y & BT iz Hah
Leased Asset Lease Term Payment Method Rental Expense
/NEDMTIT4E Hsiao Kang Branch 2004.1.1-2005.12.31 FEFELZ A% half yearly $139
E#32/3717& Yen Cheng Mini-Branch 2004.1.1-2005.12.31 FEEF(S half yearly 724
BIN{T174 WanNei Branch 2004.1.1-2005.12.31 BPEZ (% half yearly 835
HiF43T474 Shih Fu Branch 2004.1.1-2005.12.31 FREL TS half yearly 253
KB 5TITE Tso Ying Branch 2004.1.1-2005.12.31 FAEL T4 half yearly 657
E:MA7T2 Kwei Lin Branch 2003.1.1-2004.12.31 RS half yearly 308
& it Total $2,916
b.2003.01.0%2003.12.31
HESH Y & BT iz Hah
Leased Asset Lease Term Payment Method Rental Expense
/NESTIT4: Hsiao Kang Branch 2002.1.1-2003.12.31 FEFELZ A% half yearly $231
E#323717& Yen Cheng Mini-Branch 2002.1.1-2003.12.31 FEEF(S half yearly 735
BA7T1T& WanNei Branch 2002.1.1-2003.12.31 FAEL T4 half yearly 863
TiFF43717& Shih Fu Branch 2002.1.1-2003.12.31 FREL[THE half yearly 256
KB 5TITE Tso Ying Branch 2002.1.1-2003.12.31 FREL TS half yearly 713
BE:b 7174 Kwei Lin Branch 2003.1.1-2003.12.31 FPE TS half yearly 285
& it Total $3,083
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cFHEAIRE: ZEEME -
Type of lease: operating lease.
d. FEATHE TR E R (R T th oy S E K s FE R ER AR -
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.
D. AN BIEBFR A Z R s FEEUL A LD T Commission incomes received from related party
2004FE % FY 2004

Wi AL &

Name of the related parties Amount

B ASFERAHEA(ID/AF  Kaohsiung Bank Insurance Agency Co., Ltd. $51,952
BRI A (%) 48] Kaohsiung Bank General Insurance Agency Co., Ltd. 946

2003FEfE FY 2003

WA &%

Name of the related parties Amount

B ASRERFA (/AT Kaohsiung Bank Insurance Agency Co., Ltd. $23,208
BRMEREIEA(R /AT Kaohsiung Bank General Insurance Agency Co., Ltd. 881

EFIFBIR AR ~ (REEA ~ BRI A Z R B &

Trade information of the related party who is the borrower, guarantor, or the collateral provider

93F12H31H : BT < HiABE(TIT ¢ Unit : NT thousand dollars at 2004.12.31

e B LIPS Sendi AR ST REKEE D)
Leased Asset No. Amount Evaluation of potential loss (Note 3)

BEHEEI(E) 28 28,855 —

Consumer loans (Note 1)

17 BER &2k 23 46,867 -

Employee$ loans for residential houses

Rt MERR ARER A ZEEZAEED) 12 305,064 -

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

MERIR A BRBAZERES 34 63,213 —

Loans trade of related party who is a guarantor

MZRI A BRI A ZREE S 17 40,876 —

Loans trade of related party who is a collateral provider

92F12H31H : BIAT < HTEMEITIT 5 Unit © NT thousand dollars at 2003.12.31

e B MRS ATERAREE REKEE D)
Leased Asset No. Amount Evaluation of potential loss (Note 3)

BBREERED 27 25,294 —

Consumer loans (Note 1)

TRz &% 22 49,992 —

Employee$ loans for residential houses

Rt MERRR ARER A 2GR GEED) 17 308,231 -

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

MERIR A BRBAZERES 36 71,722 _

Loans trade of related party who is a guarantor

MZRI A BRI A ZREE S 14 48,015 —

Loans trade of related party who is a collateral provider

73 SHEE1T



AH - ARPTEAIFERIR A RIBIRITEE = =R e L B ERHRE -

The so-called related party in the table meant for the related party defined in the Banking Act of the

Republic of China Article 33.1.
i~ RIEERI TSR ST R O IHEE B -

It meant for the consumer loans defined in the Banking Act of the Republic of China Article 32.

-~ AREERIHE & ST B E BN 2 AR ERBAR AR ERR A ZRER S -

It meant for the loan trades of the related party who is a borrower except for the consumer loans and

employees' loans for residential houses'.
= ~aa v RsEZIRK - RV HFME R REE AR L B -

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

238 1H.2EFE PLEDGED ASSETS
AT EIRIHEERGFRRE ZEENT

Details of the bank's assets pledged as collateral are as follows

2004.12.31 2003.12.31
B AZR R BL(HE%) Bills & securities purchased (par value) $734,500 $350,100
HE Total $734,500 $350,100

B AR RS TR R PR A IR (R

Bills and securities purchased were: (1) Provided as guar-

antee deposits for the various businesses; (2) deposited with

B TR E R E RS A MR T2
REEEE - SIMEPRIRT TR HESC 2
R - #LE 931231 H I HEE SBREH » FRMMIAR
FARRR E A A 2 17 BTy BEE1 5,000,000

TED

thousand dollars.

24, A FGESRIE i HEIH COMMITMENTS AND CONTINGENT LIABILITIES
EZR93FE12H31H L » AN FIE K ZAGEEHIUT
Up to December 31, 2004, major commitments of the Bank are as follow

(DL ~ HAGE ~ AR~ PREE PR

Receivables and payables under forward contracts, collections, guarantee and accounts under custody

(Eeeld Guarantees

RIS ERRZIH Accounts receivable under letter of credit
REEERS Payables on marketable securities under custody
TR ER TS Payables on travelefrs checks consigned-in
SO Collections payable

SZEAEEK Payables on joint loans

SRR TER 52 Revenue stamps consigned-in

BitEeE Trust assets

LR ERES Payables on underwritten marketable securities consigned-in
B REEIERE Payables on revenue stamps consigned-in
AL Payables consigned-in

TIERE AR Pre-agreed credit limit

MBI E HE5K(E% Bills & bonds sold under repurchase agreements
W ERIETEAZSRKES  Bills & bonds purchased under resale agreements

$5,039,761
1,323,283
25,977,578
186,926
8,394,538
20,455,138
361,731
8,799,094
120,000
79,375
1,184
4,565,280
893,554
415,219

the Court as guarantee to perform provisional seizure on the
assets of the Bank's debtors; and (3) deposited with the
Central Bank to provide security on overdrafts. Up to

December 31, 2004, the overdraft balance of the Bank was nil
but pledged certificate of time deposits amounted to 5,000,000
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(2FHEZ

AUNFE LIS S 77 S AERH B 2B
BRI 12H [ 1 2 7 R385 F5143,369T
JC » Hrh a5 131,000T T 4R L FRFE /7 2 &
TH > BREFFHES AN A ST I - AR AR
TUEES TR0 ¢

(2)Lease agreements

The Bank leased its office premise under several
operating leases. Up to December 31, 2004, security
deposits for the various lease agreements amounted to
143,365 thousand dollars, of which 131,000 thousand dol-
lars serve as the Bank's rental payments. Amounts payable
under the Bank's lease agreements (excluding those where-
by the refundable deposits serve as the rental payments) for
the next five years are as follows :

TRIRBARFTEREL » Al et 775k
53 BIPIRA ) B8 Hrp 18 A 218 (R % 77
TE » AN ES (13%18 A HB9H5 H1 H it
EIFERATZH & - LR ARIPIRALN TG
o AINFIHE UGRZ 3N FR—8 Pl
A L3R - WEHA92F9 FH24H ~ 924F10H8 H &
9212 H 24 H g Al m Sk m iy B Al
LIQOFEE 2% | oFEE20R ~ 91 S5 30k
FROLFER 5% - FER AR PRSP Hrp20 A
BERERA N FIEER) - PR A LA BEAY
AL RERATRIFTE » Ao FIE A T3%1 A H
895 H1 HIEEEMNT ZFHE AL T
FRER 2 B BB 2 Horp19 A B AR —8%
PR TEREE F3F - H rhliGR .2 B BERE S A
ZHE=F LER - ERo3F2 H12H B R mnd:
BeBLIal » HE R LB =8 FaR I E
BeBLIal » AN B 3%5 A Z RN BN AR e
FE 0 BRIS ABEAR LR ZFE =5 FERE » #iE
93F12H31H 1k » P EREERTE T -

4 & Fiscal Year £ %8 Amount
2005 $58,504
2006 33,869
2007 23,989
2008 14,573
2009 2,608
(3) AL\ EIHEHL B T 221 A Akt RE g (3) A total number of 21 former employees filed a civil

suit against the Bank to ascertain their employer-employee
relationships with the Bank. The Kaohsiung District Court
delivered the judgment in favor of 18 of the employees,
establishing the existence of an employer-employee rela-
tionship between these employees and the Bank, which
was required to make salary payments to these 18 employ-
ees covering the period from May 1, 2000 to the date on
which they resume employment. The remaining three
employees were unsuccessful in their attempt to sue the
Bank. The Bank and the three employees who lost the case
appealed to higher court. The Taiwan High Court of
Kaohsiung Branch overturned the judgment and delivered
the verdicts on September 24, 2003, October 8, 2003 and
December 24, 2003 respectively in favor of the Bank-
Chun Lao Shan Tzu No.2 (2001), Chun Lao Shan Tzu No.3
(2001) and Chun Lao Shan Tzu No.4 (2001). Twenty of the
employees were unsuccessful in this litigated event except
for one, whose employer-employee relationship with the
Bank was established. The Bank was held liable to make
salary payments to this employee covering the period from
May 1, 2000 to the date on which the employee resumes
employment. The Bank and 19 of the employees who lost
the case appealed to higher court, refusing to accept the
judgment delivered by the second Court of Instance.

In which, the third appeal of Lung-Lung Liu and
others (4 defendants in total) was denied by the Supreme
Court on February 12, 2004. Moreover, the third appeal of
Kao-Tsung Tsai was also denied by the High Court. The
court had found for the Bank of Kaohsiung in both litiga-
tions (against the said 5 defendants) while the appeal filed
by the other 15 defendants remain in the process of the
Supreme Court on December 31, 2004.



A REFEREEIE TN T LR E M i AR E R EE AERREEM ERHSRIT
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"

ZHIFEE &% Balance Sheet of Trust Account

(E385 Trust Asset 2004.12.31 (22L& Trust Liabilities 2004.12.31
HEM  Asset Rt Equity
#1777 Deposits $10,325 {BitER Trust Capital
GHIEEE  Short-term investments Z#EL  Twust Capital $8,809,837
H&EFE Trust investments 8,571,565 BHEE  Accumulated gain (loss) (10,743)
TEnE Real estate
i) Land 213,404
TEE T Construction in progress 3,800
#it Total $8,799,094 it Total $8,799,094
(E3647 Trust Asset 2003.12.31 {22E (% Trust Liabilities 2003.12.31
GHI%E  Short-term investments fEH&F  Trust Capital
HEHWE  Trust investments $8,055,621 4$%(221 Cash trust $8,055,621
{EHBEMAE  Totd trust assets $8,055,621 B AEEEE Total trust liabilities $8,055,621
R E B & Property Llist of Trust Account
¥EIEE  Investments 2004.12.31 2003.12.31
HHIEE  Short-term investments
& Funds $8,571,565 $8,055,621
TEhsE Real estate
+# Land $213,404 $—
T2 TH Construction in progress 3,800 —
IhEF Sub-total $217,204 $—
&it Total $8,788,769 $8,055,621

25 HAth
() BITRILEREIE A RIERE - s bisiey -
PRE92ZFEIH19HZE MR EH X - HER
BIEMEAS 2,029,803 T HAHRBAFIE ~ i

25.0THER INFORMATION

1.For the purpose of speeding up the pace in dealing with the
Bank's non-performing loans to strengthen the operating
structure, the Bank has negotiated a price with GMAC
Commercial Mortgage Japan, K.K on March 19, 2003 to
dispose of it's non-performing loans, of which the principal

Hi< Kk FATE A FGMAC Commercial

Mortgage Japan, K.K: H =5 425 A2 40

T :

1LEMH « REI92E3H19H - BT #/H
HES(EE ZE H N T3 B{EER10%Z BT
FAT -

2.4 H ¢ )KBE914F11H30H -

3.2EHH - RE9246 H19H - MHfm Al i
RICEASENE » 155E 250 FEER A& H it
M (B _REELEH HE92F6 H19H %
ZE30 ~ 60%90H) ° &R REH92FE12H31
Hil » 2B ERT TR -

aggregated to 2,029,802 thousand dollars and any interest,
penalty and advances paid on behalf of customers pertaining
to the loans to GMAC. Primary details of the transaction are
as follows:

(1)Contract Date:March 19, 2003. The buyer should make a
deposit payment equivalent to 10% of the purchase con-
sideration to the Bank within three business days of the
contract date.

(2)Value Date:November 30, 2002.

(3)Settlement Date:June 19, 2003. Any outstanding
transaction post this date may be settled on settlement
dates in Stage Two (stage-two settlement dates are 30, 60
and 90 days after June 19, 2003). Up to December 31,
2003, full payment of the purchase consideration has
been made.
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A B [AIBEH] « fRAZEIHEEE180H M » FHE /T
HE 28R RIEEA TS SRIFE TR
PFRAVEE ) ZIF R B 715 KE T
B ERERE -

(D EHERTTRAS #IHE S EER (T E BETH(E

B WA RIS Z AR FRRFINEE29. ()T 5 mber s
B -

(AR FIRASEE N BB B0

AN FIE R AEZEIIE - EEa
ERHERIH ZFERIAREE - EEM;AE
BARIEEHAN #& - e 2 A FRTEA T -
EXREEHAN & - QILRZE ETHIN G &

(4)Buy-back Mechanism:The buyer may request the seller to
buy back any non-performing loan found to be
"Defective Assets" as defined in the agreement for the
sale of non-performing loans within 180 days of the set-
tlement dates.

2.Average balance and average interest rate of interest-earning
assets and liabilities of Bank of Kaohsiung Co., Ltd., please
refer to notes 29.(2) "Market risks" for further details.

3.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 speci-
fied, the maturity analysis assumed the dates on which the

EFEEE . AE R 2B HAE - fERHA assets are expected to be liquidated or the liabilities are to be
repaid as the maturity dates.
TN -
2004.12.31
AR IBEANERE i —ELLE &t
Due in 6 months Due between 6 months & 1 year Due after 1 year Total
448 Amount 448 Amount 448 Amount 448 Amount

Assets
RIS $2,444,113 $200,000 $— $2,644,113
Cash & equivalents
BAZERER 2,564,301 754,119 9,126,822 12,445,242
Bills & securities purchased
TEHT B3R T I 25,076,150 200,000 — 25,276,150
Due from CBC & banks
S e 33,221,935 5,771,690 65,659,990 104,653,615
Bills purchased, discounts & Loans
it $63,306,499 $6,925,809 $74,786,812 $145,019,120
Total

afE

Liabilities
RAT RS T IR E Rk $10,685,112 $7,177,123 $158,475 $18,020,710
Due to CBC & banks
DETER 8,318,025 1,832,533 — 10,150,558
Treasury deposits
EHIfER 29,191,373 27,130,546 3,862,586 60,184,505
Time deposits
Tl i 227,500 236,100 — 463,600
Negotiable certificate of deposit
ErEfl{ET R — 715,000 1,220,000 1,935,000
Financial bonds payable
RATRIRI#RE 2,278,355 — — 2,278,355
Funds borrowed from CBC & other banks
it $50,700,365 $37,091,302 $5,241,061 $93,032,728
Total

T R1T



2003.12.31

1. R G HEHRE A

(1) AFEE S M E — e B H N 2%
BES AW AT ENEREE 2T
P& e

(QHIS I BhEE 2 B REHT A = ITEE I
BABHE T Z LA - o

QNI BhEE 2 B RET A = ITEE I
BABHE T Z LA o

(BHERIR AR B 2 FEEimE & hE A
FfEETCLL B 2 o

(O)EILBIHRNFRIRZEHT B = T EH I E
REEE 2T LA EE  ffR— -

G)HES REEET AR A HET R ¢
HE o

#

EALA AR R HiR—ELL Hat
Due in 6 months Due between 6 months & 1 year Due after 1 year Total
448 Amount 448 Amount 448 Amount 448 Amount

Assets
BabeEsis $2,559,049 $— $— $2,559,049
Cash & equivalents
EPNEE s Ec e 2,862,868 457,668 9,769,318 13,089,854
Bills & securities purchased
TR T RSRAT IR 17,091,515 600,000 1,650,000 19,341,515
Due from CBC & banks
B AR Bk 43,414,052 7,949,616 62,899,420 114,263,088
Bills purchased, discounts & Loans
it $65,927,484 $9,007,284 $74,318,738 $149,253,506
Total

Bff

Liabilities
AT RERAT IR K $14,715,469 $8,344,886 $8,000 $23,068,355
Due to CBC & banks
UNCEEEZ 6,988,061 1,180,027 — 8,168,088
Treasury deposits
E TR 30,020,329 28,809,913 6,407,362 65,237,604
Time deposits
Tl i 365,700 291,800 — 657,500
Negotiable certificate of deposit
FEfT 4R ESR - 1,115,000 1,935,000 3,050,000
Financial bonds payable
T RRI RS 3,903,873 — — 3,903,873
Funds borrowed from CBC & other banks
it $55,993,432 $39,741,626 $8,350,362 $104,085,420
Total

26 f1E:iEEEE5TH 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 NT$ 300
million or 10% of paid-in capital: none.

(3)Disposal of fixed assets greater than NT$ 300 million
or 10% of paid-in capital: none.

(4) The handling charges for the trade with the related
party are equivalent to an amount over NT$5 million:
none.

(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 NT$5
billion: none.
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(7) Other significant trades that may affect the decision-
maker who use the financial statements: none.

(7)H:AhRE LUz B By 2= 1 A E R Z FER

LHHIE -
e it - _ 2.Information on investee companies: Appendix 2.
2. WL E ARG« i - N Inve e PP
3.Investments in mainland China: none.

3. KEREE « -
27. RECLASSIFICATION

27 &R RIHE S Certain accounts of the FY 2003 financial statements
BACEIEE M ke 2352 » ZKiF924E have been reclassified to conform to the presentation of
ARSI SETRIE P LI ESEE - financial information in the FY 2004 financial statements.
Fifze—
Appendix 1

A TR AR/ Bank of Kaohsiung Co., Ltd.
JEN BRI Receivables From Related Parties

FE93F12H31H  December 31, 2004 -
B AT 5 Unit @ NT thousand dollars

—— AR AR
e uA : .
WIS | RBHE Wi P g | el BRI\ 3 i
FARER R G 9 arties 74 P %
/NG| Debtor Relationship of from relaed parties I e s
Balance of Turnover - )
Creditor the debtor with . A RHA | Amount of receivables collected from Allowance for
receivables from Rate & Hondl bted vaties sub N il
the Bank related parties Amount | Fndiing | re ated parties subsequent to the event credit loss
procedure
EHERIT E BT ANFFER 30,988,542 | BELETHEA | M TEH | B4 2 A24H IEEMKIAI4,975.465 |
Bank of Kaohsiung City | & Non applicable | None | Not FILBRfAAREN - None
Kaohsiung Co., Government Major applicable. | 4,975,465 thousand dollars have been
Ltd. shareholders of the collected up to Feb. 24, 2005. The
Bank remaining balance has yet to mature.
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Appendix 2
R TIRIYERR /AR Bank of Kaohsiung Co., Ltd.
R EREMEA  Information on Investee Companies
B934 12H31H  December 31, 2004
BT (A%
IR E B VAT
WEATGR | WREAALE | FEbE | FEEREH Original investmentamount | e PeI4PY “;) gjﬂk as at Dec 31,
Investor Name of investee Location Main business
company Zﬁgﬁ,ﬁﬁﬂi J:,H\H,Eﬁfk %ﬂ ﬂi% mﬁﬁ%%ﬁ
Dec 31,2004 Dec 31,2003 Number of | Percentage | Book value
shares
FIERT(R) | SIS RERIC | B i NB BT 2,000 2,000 300 100% | 30,469
AT HEABAF Kaohsiung City | Life Insurance
Bank of Kaohsiung Bank Agency
Kaohsiung Co., Insurance Agency
Ltd. Co., Ltd.
AR | & b AZE PR UL 3,000 3,000 300 60% 3,586
BB AT Kaohsiung City | Property Insurance
Kaohsiung Bank Agency
General Insurance
Agency Co., Ltd.
BEEARERE |G HAREREIE 60,000 60,000 6,000 20% | 65954
(R AF Taipei City Securities
Waterland Asset Investment Trust
Management Co., Enterprise
Ltd.
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Z S RS R LU R RE S AR R T 50 T
RS s H Y o AT LABEE R H H 22 E
(IE A @) =2 o B EUAHRA < T AR T Rl s i R
S T H - WM -

(B R EE RIS R PRI RAERY - QAT
AFEEA 2B - AT TR S22 Fal - 7848

R RARERET - BIEEE ZIELR - 528
(BB - STRRRZEEEENARC Y » WM
FEMBIZIIGEE 2 RS » BER1TH.Z
5+ QHRZA T Z R I A3 A A< 132 B
SHHERZ ZYERRE » TR EZEERE PRI » EHUREZ
BB I ASRYIE AR BB R e 2 %
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28. FINANCIAL INSTRUMENTS
(1) Financial Derivatives

Derivative transactions such as forward 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 trad-
ing 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 hedg-
ing 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 evalu-
ations 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 provid-
ed 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.
An allowance for credit loss or a reserve for loss has
also been provided taking into account the Bank's cred-
it risk.

The contract amount (notional principal), credit
risk and fair value of the Bank's financial derivatives
are listed as follows :



2004.12.31 2003.12.31

Co(ntragct A\n/1)ount 8 ﬁ%l}ﬁ\]%g @;E@ Co(ntragct A\rr/12)unt @ Hq.}m? @}1%;1@
(Notional Credit Risk Fair Value (Notional Credit Risk Fair Value
Principal) Principal)
DAERRES HEY
For hedging purposes
BREREH 816,146 1,426 7,330 1,155,150 3,737 61,986
Asset swaps
FlZE A 86,060 86 3,133 271,800 — 399
Interest rate swaps
DA% P A 3R B R 5 B A
For trading purposes
SEEAIE S 1,291,615 7,599 (32,640} 462,387 6,995 232
Forward exchange contracts
YV A 625,483 1,320 (9,836) 2,552,550 4,650 (2}
Foreign exchange swaps
SHEEEHE ST
Foreign exchange options
B A — — — 23,536 2,383 1,476
Options purchased
BHETH - — — 23,536 — (1,476)
Options sold

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 trans-
actions and the contract amount or notional principal is often
used to calculate the settlement amounts payable and receiv-
able by the buyer and seller. Therefore, the notional principal
is neither the actual settlement amount nor the cash require-

FATIRLIESE 1 B2 #(BloombergE -4
HHRET L5 TRV NHE 5 BIREZS R EE R} » A
AERIGT BN EE -

BITREZFF LT E SRS » H
Gz A E AR R LT E A B 7 I
TR MR - RIS E A IFERE T2

EH  TIERITZ IR - HIHITR ST
BCRFE Z T AT RS - ERES TS LI B
{EI& & L rTREMENS/ | - BTER T S RIETHAREA
BHERZBETEK -

AATREERT A MRl i 2 PRI T -

ment 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.

Details of the gains and losses on the derivative transactions of the Bank are as follows

2004.01.01~2004.12.31 2003.01.01~2003.12.31

EIINE SR Foreign exchange forward

— IR AR 0508 - Exchange gain (deduction) (522) 2,580
S EIRE 55 Foreign exchange swap

— BRI RUA - Interest revenue 10,036 11480

—RIMEEA - Interest expense 1,575 7,171
BEREH Asset swap

— BRI R A - Interest revenue 42,054 32,177
THEEEE ST Foreign exchange option

— R AIT A e vl e AR - Net gain on derivative instruments . 94
WEEEESH Future option

—IRITERESR SRR - Net gain (loss) on derivative instruments (460)
MR AR Interest rate swap

— BRI RUA - Interest revenue 3,891 11662

SR 82
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(Z)FERTAE M Z SRl AT EE
Fair value of non-derivative financial instruments

2004.12.31
i R EfiE NTEE
Asset Book Value Fair Value
HEFHER & Cash & cash equivalents $2,644,113 $2,644,113
TERIMTEIFATIRE  Due from CBC & banks 25,276,150 25,276,150
HAZARRFESIFE  Bills and securities purchased - net 12,445 242 12,675,666
FENGTEIREE Accounts receivable - net 1,037,951 1,037,951
HEMIE R fza4E  Bills purchased, discounts & Loans - net 103,851,580 103,851,580
RE Long-term investments 2,662,825 2,693,118
B
Liabilities
RATRERITIRIZEA Due to CBC & banks 18,020,710 18,020,710
FERtzIH Accounts payable 4,316,577 4,316,577
TR Deposits and remittances 113,454,525 113,454,525
FEr SEAEZR Financial bonds payable 1,935,000 1,935,000
HfT KR ERIE Funds borrowed from CBC and other banks 2,278,355 2,278,355
2003.12.31
wE I EiE B
Asset Book Value Fair Value
W RIS Cash & cash equivalents $2,559,049 $2,559,049
TEMIGT RRTIRE  Due from CBC & banks 19,341,515 19,341,515
BAZRRBESRFE  Bills and securities purchased - net 13,089,854 13,442,062
FE AR Accounts receivable - net 827,820 827,820
BRERIE R E4E  Bills purchased, discounts & Loans - net 113,365,259 113,365,259
RARE Long-term investments 1,399,378 1,350,448
B
Liabilities
YATRSRITIRIE K Due to CBC & banks 23,068,355 23,068,355
RS Accounts payable 2,451,867 2451867
FE kbR Deposits and remittances 111,528,735 111,528,735
e SRlES Financial bonds payable 3,050,000 3,050,000
B4 BRI ERE Funds borrowed from CBC and other banks 3,903,873 3,903,873

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

A FEIGE RS AP EERT A L
FIERABERANT
1. RAME 2 e U R E A ER L2
MR EE R LA EE - B R
ZITHA HE T BOR AU B S e (E {EAH
T - HRIEE(EER ST AP EEZ &2
FERRE o W ITIEMER A B BT E B ~ 77

(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
approximation approach is considered reasonable. This
method shall be applied to accounts including: cash & cash
equivalents, due from CBC & banks, accounts receivable,
due to CBC & banks and accounts payable.



TR T S ERATIRIZE ~ FIRAT ~ FBUGK
IH ~ ST R TIRIZEERR ~ FE(THR0E -
2. B A BRI B R AR EAA SR (2)Market prices for bills and securities purchased and
4 o M 3 < e long-term investments are used as the fair values for these
FIERE - AL ATS B B AP EE « & ong _ . o .
instruments where available or other financial information
MG ER AT ENT - QIRE R A is used to estimate the fair value.

BEAULETAPEE -

(3)Bills purchased & discounts, loans, deposits and

= dfe | A T, o e ] BB T B
3. HHERGBL SR ~ 17k b HEKIAT & RS b e remittances are interest-bearing assets and liabilities. In the
ZEMEEHA G - B2 EFaifEs s & majority of the cases, the interest rates are floating.

. Therefore, the book values of these instruments are close to
HgmEESE H IPEENT - o o
the approximation of their fair values.
5

Az
4. T & [FZERE B E T s iE R RTE) (4)Funds borrowed from the Central Bank and other banks are
==

FE 7 SRlElE » IR EEEIS AT financial liabilities with f|0¢‘:.l'[ln.g. .lnterest rates. Therefore,
the book values of these liabilities are a close approxima-

fE(H - tion of their fair values.

29 EHME A B\ ~ T A ~ dREnME RS - ER S fak i Ele S S AR a2 B R EEE RS - DU B A
Z IR TE TS
Management policy and practice of credit risk, market risk, liquidity risk, operational & legal risk; also, the exposure
of major risks
(LEAEBE Credit risk

A.FEREEMNE Loans quality
BT FTE®HF I % 5 Unit : NT thousand dollars, %

2004.12.31 2003.12.31
bl line e Non-performing loans 1,676,544 1,868,354
R Overdue accounts 1,676,544 1,868,354
by Non-peforming loans as a percentage of total loans 1.60 1.64
JETEEGR Loan subject to observation 736,229 902,010
TEF R SR EEZE  Loan subject to observation as a percentage of total loans 0.70 0.79
MRS ha R Bk ¥l  Reserve for loans & overdue accounts 802,035 897,829

At — ~ EHAGKR (R IR AL ER83.2. 162 BT Rl 55832292838/ K f A I £186.12. BEZ A Ml 5586656546 47 (K #H =2 2 7R E IR B 5E -
Non-performing loans 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. 866566464 Lett

dated December 1, 1997.

=~ EfitbEs = @ ERGR(E EIER) [ (ICERAREE + IGER)

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

=~ JEFERZEGK R R BHER G E = (E H (BRI E A~ B s oA B =8 H T F1E R 8L B = (@ H (B2~
WASEA ~ BEEREMIm Ry ERE (BRI WIEEGK - CEERESTEE A ERETFEBSTERIEERGEK - 9218
KREERAE - R HES DEK I HMSERE RS HRE) -
The loan subject to observation meant for the mid-term and long-term loans that are 3 months to 6 months overdue; btter loans t
with the principles less than three months overdue but with interest 3 months to 6 months overdue; overdue accountsriipt are ex
ed from reporting (including installment payment negotiated, settlement with trust insurance fund and with sufficient ammunt of
deposit or deposit reserve for the loans, 921 earthquake loan extension, collateral auctioned and with proceeds rébadgdor distr

and other specially granted exemptions).
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B.#ZEMfEEHIEH Concentration of loans
BT STERITIT + % 3 Unit : NT thousand dollars,%

2004.12.31 2003.12.31
HHERIR ARG 380,786 383,517
Loans amount to the related party
MEBIR A B R 0.34 0.31
Loans ratio of the related party
RSB A A 0.69 0.59
Loans ratio of the stock mortgaged
BT R R (SR TER AT ERE AL A NS (7 HE TR bz
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) FA 30.47%  FA 24.80%
Individuals Individuals
BURF A 29.73%  BURTHEA 37.82%
Government organizatiors Government organizatiors
g% 1567% HhE%E 13.88%
Manufacturers Manufacturers

it — - REHREREERE - BERANR ~ JER SRR R JBIRTERRIE -

Total losns including bills purchased, loans, discounts, acceptances receivable and guarantees receivable.
- FIERIR ARSI = HRIERATR A S S5/ 25488 -

Loans ratio of the related party = Loans amount to the related party / Total loans.
=~ IREEWREHE = AELIRESERM B SFE RE1EE -

Loans ratio of the stock mortgaged = Loans amount that is with the collateral of stock / Total loans.

C. HER ~ HBINER B BB S SR G FGE - C.Reserve policy for loans, overdue accounts & investment

= = = e g loss: please refer to notes 2 "SUMMARY OF SIGNIFI-
SR 2 B E e S R 2 EER e -
AT SR E2. 2 TR 2 FEAER] CANT ACCOUNTING POLICIES".

D. B & A& RIME Rl < e D. Financial instruments with off-balance sheet credit risks
ST ) B The Bank has a substantial sum of credit commitments
KANTIHPBRAFEZR » A KB pertaining to loans granted to customers. The majority of
= 3 % & = the loans have a credit term of one year. Interest rates on
A » HOKER 7 FiAE B3k < Z1EH
fEkat AT B F Bk SRR loans are between 1.20% and 16%, except otherwise sepa-
B9 - 5 8RR MR R #R rately negotiated. The Bank also provides guarantees and
P — = i letter of credit to guarantee the performance of cus-
s BRE51.209%65816% o AN FIIRERUEG 3 Issues a
Th o BRES = 0 RIRAITREPERS tomers' obligations to third parties. The maturity dates of
KA BsraZE F IR IE R E F%IE =& BT these guarantees are not concentrated in one specific peri-

F5 - HEHAH AR LR e ] o od

AINFIOIE12H 31H AEE A EFRIME RS 2 S RrEm Z SR8 T
The contract amounts of financial instruments with off-balance sheet credit risks as of December 31, 2004
are as follows :

2004.12.31
BE A Loan commitments $4,565,280
R EFEREAR  Guarantees and L/IC 6,363,044



R AN E S B AR 2 AR R S
£ WIEZ SRR B AR AR S
By - TREIRAGR S F ORGSR 8 -
AR (S FEE A2 HIE IR B IE O 5
R RHAEERY - (5B D AR EE S/ 58
AT » JRENMLERHATRESR A 2 iR KRk -

AITH R I ERKARG ~ PR PSR
{EATIRIE - IIBAERS Z(E AT - 172
RS PR AT HGRZAT » RS R
EFECRIRULEE L E PR - SSBGRIRE
FAEE(E ADIRFTEOR T i 2 PE R G RN E)
B~ FE  AEESEHA I ES -
2 FERIF - A THRHKIE DR Z b T
F YR BT (6 oAb HEOR 2 BRI - DUORBR(E
T -

E. EHElaE S L&

B <Rl SEE AR L —
A BRI A S EE A BEE ST 0 (HR
LR EEET) - BRI
P8 HIBITERLZRET ) SRR H AR
W2 R FHERLIRE - B3 4215 F Rk e
FHhZIBUL » AL TRl G A 5 P S S
HETIBUN 2 5 H1E M EksREE 4 - Ho3
F12H31H K92FE12H31H .2 #3%{3 BR%E &
15 25 REBREE 2 ELl 53711 B532,988,54 21
JC 3 32% > }246,635,1607 7T ; 41% - HEE bt
THBUT IREIRF A R U A A F] » HO3FE
12H31H & 92812 H31H Z 73K BREH 537
£510,150,558F 71 % 8,168,088T- 7T » A\ F)
BT S T BURT L $2AS e RS A A 2 v

BT -

The total contract amount does not necessarily
represent future cash outflows as the majority of the afore-
mentioned 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 maxi-
mum 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 cus-
tomers 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. The Bank undertakes
financial instrument transactions with the Kaohsiung City
Government only, causing the concentration of credit risks.
As of December 31, 2004 and 2003, the balance of loans to
the Kaohsiung City Government aggregated to 32,988,542
thousand dollars and 46,635,160 thousand dollars, respec-
tively, representing 32% and 41% of the total outstanding
loans of the Bank, respectively. The Kaohsiung City
Government has deposits at the Bank totaling 10,150,558
thousand dollars and 8,168,088 thousand dollars as of
December 31, 2004 and 2003, respectively. The Bank is of
the opinion that the level of credit risk associated with loans

to the Kaohsiung City Government is extremely low.
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(25 ERE Market risk
A ZEEEEHNE AE 2 TISER EIFER R
Average balance & interest rate of interest-earning assets & liabilities

2004.01.01~2004.12.31 2003.01.01~2003.12.31
i@ TofiEs e I
Average Balance Average Interest ~ Average Balance Average Interest
Rate Rate

BREE
Interest-earning assets
THUIAT 15,618,606 1.06 14,604,648 1.37
Due from CBC
BEATS - ARES - BRAE 204,128 112 2,272,278 1.46
Bills purchased-bills against acceptance, commercial papers
BEAZS &% 10,914,823 3.26 11,988,119 2.95
Bills purchased-bonds
TR G TR % 4,166,814 1.24 5,298,541 1.24
Due from banks
SRR Rk 111,452,886 2.87 113,895,574 3.66
Bills purchased, discounts & loans
TRER
Interest-earning liabilities
PATIRERAE R 20,995,368 1.56 24,960,497 1.63
Due to banks
NELEE 8,810,801 0.62 7,997,606 1.18
Treasury deposits
B 39,694,064 0.66 34,062,154 0.83
Demand deposits
EHITEK 62,911,995 1.25 76,243,812 176
Time deposits
AR MR 1,751,608 0.90 1,256,948 1.70
Negotiable certificate of deposits
Ty SR ES 2,735,260 3.26 3,050,000 3.28
Financial bonds payable
RAT Bl 3,333,438 142 3,028,014 0.33

Funds borrowed from CBC and other banks

B.fIZ2 g4 E . Interest-rate sensitive information
Bf7 / Unit : %

2004.12.31 2003.12.31
FIASRR G R HE (B L2 The ratio of interest-rate sensitive assets & liabilities 104.51 104.01
FlIZS iR T ERSHELLZS The ratio of interest-rate sensitive shortage & shareholder' equity 54.06 15.52

it — - FZEBRIEE EE G ERIE NGB R 2R g e AN EER M EAaE -
Interest-rate sensitive assets & liabilities meant for the profitable assets and interest liabilities that are with tleéhtomepst
affected by interest rate.
-~ FRBuEE A A E AR = MU E <+ FIEREURE B E (8 —F 2R Es Ui g A Sz it 8 @) -
The ratio of interest-rate sensitive assets & liabilities =Interest-rate sensitive assets / Interest-rate sensitive liabilities
= ~ FZRBURER O = FIZEUSIEEE - Bt aE -
Interest-rate sensitive shortage =Interest-rate sensitive asdnterest-rate sensitive liabilities



C.E# L yREi 7 Major foreign currencies' position

BT : HEHRYTIC : Unit : NT Thousand Dollars

2004.12.31 2003.12.31
[5% Original currency WEMEHNTS J5U® Original currency FEFEHENTS
1LUSD 8113 257,138 1.USD 3914 132,972
2.SEK 2,593 12,316 2.EUR 129 5,491
3.SGD 131 2,532 3.NZD 194 4,309
4.CHF 87 2,431 4.HKD 981 4,264
5.CAD 74 1,956 5.AUD 164 4,175
R)idEhEmEBs Liquidity risk
A SRR S Profitability HAT / Unit: %
2004.12.31 2003.12.31
HEHNA  Return on total assets 0.36 0.35
FHE TR Return on equity 5.37 5.75
L= Net profit margin 9.36 9.53

it — - HAEWE = METEE - TIHEE
Return on total assets = Income before income tax / Average total assets
T~ HMEERNZS = RATEE - THERE
Return on total equity = Income before income tax / Average net equity
=~ fliEsE = HgkEs + BFENE
Net profit margin = Net income- Total operating revenue

VY ~ MRHTGR)IBERIEEF —H R B EBa e
Income before income tax (net income) meant for the net income / loss amount accumulated from January of the year to the said

quarter.

ZZEHAS ¥ Maturity analyses of the Bank's assets & liabilities

BT« FrE®F I Unit @ NT Thousand Dollars

FREIHIH FIEE IR AT
HH 52 Amount of the Residual Period from Expiration Date
ftem Tota 030K 31K Z90K 91K %180% 181K E 4 —E Lk
0-30 days 31-90 days 91-180 days 181 days-1 year Over 1 year
iit 140,137,000 46,386,000 8,762,000 5,457,000 9,695,000 69,837,000
BfE
Liability 144,528,000 24,409,000 20,733,000 25,266,000 45,383,000 28,737,000
RO
Shortage (4,391,000 21,977,000 (11,971,000 (19,809,000 (35,688,000 41,100,000
LA
Accumulated (4,391,000 21,977,000 10,006,000 (9,803,000 (45,491,000 (4,391,000
Shortage

3t BRIESHEIT REN S SR Z RS (T a ) < 28 -
The statement shows only the amount in New Taiwan Dollars (without the amount in foreign currency) of the Head Office aad domes

business units.
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(A)VEZEE\ Sy fElfs Operational risk & legal risk
¥irkECEiEEIE Special notes

BT 2 H7E%T7C> % 5 Unit : NT Thousand Dollars, %

ZHB&EH Subject & amount
GAREEER » 258 RABBAEE X BHX XAFRT)

(Please state the case briefly and the name of the individual or organizat]

involved should be addressed as "Mr. / Ms." or "XX Co".)

il B & ASE N3 LERETREREEER T

Hi T BOOBEN TR » HEHHiaZ i - —FEIE TR -

Indictment by prosecutors against the responsible person or staff membeys féormer clerk of the Bank of KaohsiutigCwas indicted by Kaohsiung-

unlawful practices over the past year

District-Prosecutors-Office for the charge dtonversiori and he was

found guilty.

ROl —E R R TERE LR S

i

Penalty fine imposed because of violation of Banking Laws over the past yeanone

il AR B B TR

Stiff rectification imposed by the Ministry of Finance because of defects in

— O3 AR ST R A T S e I R R AR B
HEABRCHEETE - g3t REGT AR 2 (R E BlEE R EE

business operation:

© BTSSR - B e - TR

XAk - BER R A RE AT  EBRITRESE
GHILE - B DUEBRE » AR E R MR R ERA R
B it 5 AN AL E R ¢ AL SRR GRS ARG 4
i > msEEERAERRE P 2B E R - DRI E R
£

In FY 2004, when CBC is auditing our bank, found 74 marketaljle

securities seals in the cabinet of vault that are stamped with the s¢}
supervisor, accounting, and composer. The nonconformity was id

al of
nti-

fied by CBC & the Financial Supervisory Commission, Executive Yuan

since it violated the operating procedure and may result in fraud. Fo

—

he

said nonconformity, the Bank of Kaohsiung has the relevant regulatjons

stressed and the responsible units demanded for proper practice
also included for internal audit and the audited unit is obliged to

form corrective action; also, to supervise and inspect the relevant g
ating procedure for the prevention of its reoccurrence.

R -

The Auditing Dept. of the Bank of Kaohsiung had followed up
the corrective action performed for the said nonconformity identif|
and with a satisfactory result documented.

Itis
er-
per-

S

Rl E R B BRI SREL (Rl 2iE i

HEE ) ZRSEEE R BN AR AN ERBRENT none

BE-

The major occasional frauds, contingencies or security accidents resulting

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

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

year

Hit Ei3

Others none
I 3R 1T



(B)YEAHEE M Capital adequacy
B/ Unit - %

2004.12.31 2003.12.31

12.06 12.46

BHEEALEGED)  Capital adequacy ratio
1,375.04 1,427.67

EESREEZ Liabilities as a percentage of equity

i BEESRNE=- BRER + BetEE - SR A RIERITE RN IR R I EET92.12. EIMR(—) S5O = /AO——7%

J\BEER TSRITEAHE R EHIRE ) pritEzEs -
Capital adequacy ratio = Capital base / Risk weighted assets. The ratio is calculated in accordance with the requinenBamtkiog t

Act of the Republic of China Article 44 and the Ministry of Finance Tai-tsai-jung (I) No. 0928011668 Letter dated Decef@t®:fd, 2
"Regulations for the Bank Capital Adequacy Management".

30. SEGMENT INFORMATION
(1) Operations in different industries

30AFFTRIHAES & A

(VEEZERIEA The Bank engages in businesses prescribed by
ARIRIT A A R TIE SR SR E 2 = Article 3 of the Banking Act of The Republic of China,
- " " = S which primarily include accepting deposits, extending
N /j ﬁb ~ ﬁb ~ ‘ﬁ ~ e 7 N . -
7o LEERER - oK - 53 THHESL S, loans, providing guarantee, foreign exchange transac-
it ASFEEEETS - IRERE—mEEE - tions, accepting savings deposits and trust business.
=[R2 . The Bank operates principally in one industry.
2)3 & 2 o
R e T}LA (2)Operations in different geographic areas: none.
Qs EE « o (3)Export sales: none.
(4)@@@}5%«% (4)Information on major customers
2004F % FY 2004
i &4 () HEHERAE T
Customers Amount (Note) Operating Revenue %
B EETHBF  Kaohsiung City Government $1,047,437 24.98%
2003+ FY 2003
ZF 5 G EERIRAE T
Customers Amount (Note) Operating Revenue %
$1,621,366 30.26%

SEFfnikF  Kaohsiung City Government

it RFIE R TFAEEIRA -

Interest revenue and fee income.

F - 20049 R @ Gl A AL S 3% < BT N RIS OS2 - 4t
Audited Consolidated Financial Statements for FY 200é4ne.

7N~ 20045 B B 22 2005 3 (kAT e Bl £ £ S8 38 A < W15 B DR e 7 2 <

Financial Difficulties that Occurred to the Bank of Kaohsiung and the Related Parties for FY

2004 & Up to March, 2005 none.
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Review & Analyses of Financial Position, Operation Results and the Evaluation of Risk Management

— ~ IFESIRI Financial Position
(—)2004F-& e ~ AR RIKHERIRDL » FH2RIR36H - RMTHHEEAESE -
The Status of Assets, Liabilities and Stockerholder's Equitiy for FY2004, Please Refer to Page 36 for the
"Condensed Balance Sheets".
(D)VRCHFEEERE ~ B M - S E100% & 5 T H M E (S 1 - FBERAAR A HEH E A&
FEERE -
In respect of changes of assets, liabilities and shareholders' equity for the past two years, "Other liabilities"

was the one which changed for over 100%, mainly due to the increase in liability of RP for the current year.

T BB RE I Results of Operation
(—)2004F L5 - FE2RIEEITH » AATRIIEGRE -
The Results of Operation for FY2004, Please Refer to Page 37 for the "Condensed Statement of Income".
() RO AE 2RI ~ 5 - BEhE@E10000E % TS EA] ) » EE RIS HEHIHL R SR & Ak
DRREL -
In respect of changes of operating income and expenses for the past two years, "Income tax expenses" was
the one which changed for over 100%, mainly due to the decrease in deferred income tax assets resulting

from net operating loss carry-forwards.

=~ WHEhieE Cash Flows
(—)2004F 3R 1Al B A )y - SRR 46H » ATHLEMER -
Cash Flows Information for FY 2004, Please Refer to Page 46 for the "Statement of Cash Flows".
() EZE2005F3 H 1k » ATHREMNE B -
We Don't Have Any Insufficient Liquidity Up to March 2005.
(Z)RA— > FEMMAERE RBMET IR S A KBS T » ST EREITEAE ZE -
For the Year to Come, While the Net Cash Inflow from Investing and Financing Plans is Expected to be Greater

than Net Cash Outflow, We Will Be Free of the Concern of Insufficient Liquidity.

PY ~ 2004F F KRB AR ST BI85 < U8 - #iE -
The Impact of Substantial Capital Expenditure on Finance in FY 200%e.

i~ 2004F EEEEE BOR - HER s R EEIEKE - EE R ORI — R R E A R
The Reason of Gain / Loss of Transfer Investment Policy in FY 2004, Corrective Action, and
Investment Plan for the Next Year
(—) 2004 B fe = By s s 22 1F -
Long-term Stock Transfer Investment Did Not Take Place in 2004.
(D) AR5 » RITIGHREFESS - AR RTFE R TSR - ST - IS SEr RN ST
IS EET -
We Will Make Long-Term Investments In Accordance With the Approved Scope of Acts and Regulations after

Discreetly Evaluating the Effectiveness.
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#fii The Evaluation of Risk Management

(—) Ja\fe S PR A LEAS e B2 Organization Structure & Policy of Risk Management
1. JEfe S A HA 2SS Organization structure

e N
HEFERChief Auditor
. I J
e - N
HRGENE
Board of Directors / Auditing
Dept. R
(AR mBRE R
Examine the effectiveness of risk
\management.

J

2 JE\ e BHIEOR

I AT TEBs &R - 37
JE\BE BB - BIRMEA ~ EhE ~ T
%~ VB3 ~ BISR ~ B~ BEAREEEY
AT A HBAMAHE AR - R B BT
HAFEE ~ BT AR RS o MARKAEATT
ME~mEa EEHIRE R
PrBH R B BE L Z 8 -

R R

—
]

#F @ Board of Directors
# = X Chairman of the Board
, [
M8 President
\ l
-
RIlHEAE I Exec. Vice President
\ [
s — N
AEAREHERG
Assets / Liabilities Management Committee
. J
s I N
FBE R (R E R
Business Administration Dept.( Risk Management
D‘ivision) ) i
(RREPBOR R B R ZETE 5 Sekebi - it ~ Bt
FIAJERR)

(The stipulation of the risk management policy and

objective to summarize, measure, and control risks)

. I J
s N
s SERR g
Risk management department of each business unit.

GITE ~ BT~ BE PRI R SRS 2 (R R a b PR
(Stipulate, execute, supervise, and review the operation of
each business unit and the approval and control of risk)

. I J
s N
£ 3 B Business Unit
(BB BRRIEE)

(Responsible for the frontline risk management)

. J

2.Risk management policy

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 manage-
ment regulations in accordance with the "Regulations for

42\ Supervisors ]

[

Relevant Business Committee

SHMEEERE ]

Complying With Regulations and Procedures".



(=) i Ba s 24 il B o7 v B =@ (L& 3 Risk Measurement, Control Method and Quantified Data

1R EEIREE « % b ra i ake A 3 H AL e BOR
General disclosure: Risk management objective and policy of each risk category

ok EA R i35 e RS Hf
Category Credit Risks Market Risks Operational Risks Other Risks
%ﬁjﬂi@ EoEAEREEHAERIE - | L HSESEY TERER | SAEEEIEEREEERIN | 1 04T TRREGARR T
i AT TERERGREH - THRE | EiRRE  BikckT TR | FTEME NIRRT | a0 st BHENE R R RS
Strategy and e e e s Ja ) . . - s
Flow BORHEN )~ RESR TR | oyt B Ea) ) TOME | BPRIRL - Bl BEMES | BREE HERESN 2%

SERRREIRAE 2 RET S 2
B R E PR - B
CHERM - BEEM - HER
CEBEZNH) HEEA R
DR (E ~ 18 ~ SHERH K
NSRRI HE T ZEH
fat -

Through following the risk defineg
in accordance with the organiz
tional structure of the decentralizg
loan management, the "Guidelin
for Credit Policy", "Guidelines for
Investment Policy", credit receive
business, and group to reinforce t
credit review and approval, cre
itability evaluation, and loans an|
post investment review in order {
prevent the credit risk of cred
extending, investment, foreig
exchange trade, and derivati
financial products.

B E AR 1 THRBTE
PRl G 1 REERD ) BiE,
Wi Bt - DURGPETIS
bl TREBE MR
o
All trading activities are with risk
or deadline stipulated. Conduct ri
control and evaluation in acco
-dance with the "Guidelines fqg
dLiquidity Risk Management"
£S'Guidelines for Foreign Exchang
Capital and
, "Guidelines

Application”,
for Derivative
N&inancial Commodity" in order t
-monitor market risk and manag
d the combination of market risk.
0

t

(v]

ERGIHR  ZHFENEE
RHBHTRY - ZHEHR
HIE > DIRERZ AR » 1
AR RAL B2 LR T
-

Operating procedures and std
kdardization are stipulated for &
-operating activities in accordan
rwith the instruction of compete

authority and relevant regulation|
eFor example, automatic transacti

through 1.D., coded trade inform
tion, prohibited data alternatio
and trade tolerance to reduce trg

erisk and to secure the safety a

integrity of data and records.

Moody'skS&P¥# &[5 Rt
BT ST TR -

NDefine risk tolerance in accordance
llwith the "Guidelines for National

€Risk Tolerance", the political sta-
thility and economic development
5of each nation, and Moody's and
DIB&P evaluation system for long-
-term credit in foreign currency.

de
hd

NMERESE T REEEE Y -
FEERER RBTREF & -
RS E R /AR R A e
70 TR R SR
e LIN A AT

ment fund, the Trade Executid
Team is to collect, analyze, a
compile data. Draft the investme
decision and execution procedy
for the review and approval of th
Trade Execution Team in advang
also, report the result of executi
to each department head or t
authorized personnel for appro
or record.

For the application of the inves}-

o 5

n

-

S @ @

he

=X

2 AT TEF S E TS
FRETE B B2 - MRS
SIHER A GBI e E
I -

Control capital risk in accordance
with the capital adequacy ratio by
the "Regulations Governing
Capital Risk Management” and
deposit / loan ratio.
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ok (Bl i35 (=3 HAt
Category Credit Risks Market Risks Operational Risks Other Risks
FHAE L | LEERE RRE GRS | PR  BUMIRERSE | LB R BB R | MEEEE - RS - Et
IEAREEHE RURERS  WEAUTE | gparfsed \amsnk | 2RRLE CEERLEE DK&IB"“%&Q%@% TR
Organization WEENBRKEFTEME | BE NRTESRRRE %| & &HTW}I SHA TR | By  EREHREEE
and Structure HEAENERRE AR GIRAR ~ 1Z4RIRAR) B RR - W BERBEA - zﬁﬂﬁgﬁ*aﬁ RyEEE A
ofthe 2 BREREERER o
Management @i%fﬂﬁ’%ﬁ%@ﬁuiff@ﬁﬂz% Treasury Dept., InternationalBusiness personnel are in charge of
System IEESEE Banking Dept. and Offshorg the frontline operation risk contro). Treasury Dept., Corporate Banking
Banking Unit. will have markef Upon the occurrence of loss, theDept., International Banking Dept.
Board of Directors is the superiqrrisk (the threshold of trade surpliispotential risk should be reported fcand Offshore Banking Unit are
authority for the decision of credit and deficit, trade tolerance, andhe competent authority immedj-responsible for the control of
extending and investment policy. stop-loss point) and deadline conately for damage control. national risk; Business Administration
President and each departmentrolled by the designated personngl. Dept. examines capital risk man-
head may approve and / or rejgct agement index and controls capital
credit extending and investment risk.
cases within authorization; also, set
up a Credit Review Committee tp
review the credit extending cases
of Vice President and higher up.
2. SRR - EERE );"’zit 2. EHETE WS R
ARG E AR ERRE R FEME - HEEE - Zé?uﬂ
NEAEER 2 ST - V& ~ (530K ~ LR ~ ST
REE RIS 1T - B
Corporate  Banking Dept. IR R 2P E R
Consumer Banking Dept., and G DB R L
North area Risk Management Degt. gt JEl g
are the governing units for industr|- Business Administration Dept},
al credit extending and personal Treasury Dept., Corporate Banking
credit extending business. Dept., Consumer Banking Dept.,
Technology Dept., Trust Deptl,
Municipal Treasury Dept.
International Banking Dept. and
Offshore Banking Unit perforn
risk control and evaluation ip
accordance with the responsibility
assigned to monitor the change|of
operation risk and to control operg-
tion risk.
WEEEER | L RETEBEE Y ( CFE) %%Wﬁ%iﬁﬁﬁlﬁ%ﬁ%%&f YE EREE ) DIEREESE R - S EEE
it & %fﬂiﬁ%aﬁ&fﬁﬂﬁﬁf*&ﬂ % > 2V E3E A MERIEE RN T TEEAEEHERY | B BhEHEH R
L HEGNE -
Scope and Submit risk management reports to each department head or manager for approval periodically (daily, monthly, and qaectndgnice with
Features of business operation in order to control risk properly. The competent authority of each department is to have the risktcsnteplosted to
Reporting and Assets / Liabilities Management Committee at least once every three months and the Business Administration Dept. vaifiveadedt to the
Measuring Board of Directors for record.
System 2. AIERBHT D EWE AR 28T - HEMEH S - TEE 2006 AR S A Rk  fEASEHEEFER

KA
o o
%A

accordance with the Basic Ind

icator Approach.

Risk management is currently under planning in accordance with the updated "The New Basel Capital Accord (Basel I1)" ditdisheaoe
market risk will be measured in accordance with the Standardized Approach by the end of 2006; also, the operationas ns&asilred in



ok Bl [iEi e RS oA
Category Credit Risks Market Risks Operational Risks Other Risks
MRECRRE | L BRWEARRES - REE | fRreLORRBEN TR | LR T7ERiR)  TIRTT | L R RRIERE IR B
W RREE R MERERRZ | A5 LHSE - Firatie) ko TEFRg] | 8 ERHEEREE R (e
Hit g | R BRI - 5B IR AL 50
i -
Risk-Hedge Review the major credit extending Try to avoid market risk through Reduce operational risk by acquir-
Policy Strategy accounts, the amount with substgnunderwriting risk-hedge derivativeing "Deposit Insurance”, "Bank Evaluate the tolerability for risk
and Flow of tial risk of group industry, and the financial products. Comprehensive Insurance", apcand international environment
L concentration of credit extending "Electronic Equipment Insurance"} change in order to adjust the toler-
Monitoring ) . . Lo
) risk on a monthly basis. ance for integrated and individual
Risk-Hedge country risk; also, avoid country
Effectiveness

risk.

2. WHEHE S B RIS E R
W 0 B KRR 8 ATHE B 2

KA
o
N

Plan and set up credit-extending
risk alert system to prevent rig
from occurring.

=~

2 fGAAEE Credit Risks

et

25T TREREHT ERANE
+ TERFEREH ) E5RE
SE ST E MR R 2
WITETE » (R - K

R EE R E RN -
LA -

Reviewing the execution of th
risk-hedge policy periodically an|
from time to time in accordang
with the "Regulations Governin
Internal Audit" and "Regulation
Governing Internal Audit Control
also, to prepare an audit report

the review and approval of th
department head or manager
prevent operational risk.

2. BB R BRI A
* SERRIRE TR 28R
b AR -

Adjust the capital level in accor-
dance with the increase / decrease
of potential loss once the capital
eadequacy ratio is below the thresh-
dold.
e

Y
5

to

(V)FANEE —E AR B 1EE FE%E On-Balance Sheet Items — Credit risk weighted assets

BAf7  FTEMEEIT 5 NT Million Dollars at 2004.12.31

HE TH{EEE S Tt JmrEE AR

Item Major Creditors Benchmark Risk Weight Risk Weighted Assets
S AR U herp R SR T 2 BB R 2 (R R RS T 0% 0
Claims on Central Government & CBC or the Claims CBC
Guaranteed by Central Government & CBC
KRB BUR DS EBUN ZE R B HRE 2 (51 77 B 10% 3315
Claims on the Governments Other than Central Government Municipal Government
or the Claims Guaranteed by Local Governments
SRBERT R H R 2 (B BT 20% 945
Claims on Local Banks and the Guarantees Made by the Local Banks Banks
R IRGK DAL et (G 50% 8,114
Guaranteed Loans for Residential Real Estates Mortgage Loans
ALz B Rt E —fig R R AEA 100% 60,672
Claims and Other Assets Other than Those Aforementioned Enterprises & Individuals
At - — 73,046
Total
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(2)F=51EE —Z R g Als & 7E%E Off Balance Sheet Items — Credit risk weighted assets
Bifiy - HTHHE HIT 1 NT Million Dollars at 2004.12.31

JHH [ EE

ltem Risk weighted assets
— N 4,567
General Off Balance Sheet Items
A MRl 10
Financial Derivatives
ZEAERREAE (RP) 19
Bills & Bonds Sold Under Repurchase Agreements
I 8 R4 (RS) 1
Bills & Bonds Purchased Under Resell Agreements
& @t 4,597
Total

(3)EAZFE2004F12H31H 1k - RHEEFEIFLIFIE «
Assets securitization informatiannone (up to December 31, 2004).

3. Eke - AREEEET R 2 EA R

Market Risks: Capital charge with risk calculated in accordance with the standardized approach.
5 EbE E ARG TR B JAkE & e
Market risk capital charge and risk weighted assets

B  HAWE EIT s NT Million Dollars at 2004.12.31

FlsTaR

Interest Rate Risks

ekl fEEH A & B EE GE)
ltem Capital charge Risk weighted assetéNote}
88.91 1,111.36

WERTE R 189.68 2,371.07
Equity Exposure

SV 1.58 19.73
Foreign Exchange Risks

[ 0 0
Product Risks

R A 0 0
Options (Simple Approach)

it 280.172 3,502.16
Total

it RIEEHRE AR L1255 -
Capital charge by 12.5 times.

4 miEhtEBE Liquidity Risks
(1) &EE;ABEZEH T —H
Maturity analysis of assets & liabilities-NT Dollars
A2 88H » AnE] THABHRERMIEE29.(3)B & FE M B (A LB 34T -

Please refer to page 88 for "Notes to Financial Statements 29.(3)B. Maturity analysis of assets &

liabilities".



Q)EFE ;kaE 22 ST — 18
Maturity analyses of the Bank's assets & liabilities-Foreign Exchange Currency

BIfi7 : 24TT : US Thousand Dollars at 2004.12.31

BRI aR B AR
5 B &3 Amount of the Residual Period from Expiration Date
Item Total 1%E30K 3LKFEIOR 91K E180K 181K T YRR
1-30 days 31-90 days 91-180 days 181 days-1 year Over 1 year
B 412,572 58,628 26,908 27,042 25,250 274,744
Asset
BE 406,617 264,047 18,478 22,646 70,039 31,407
Liability
3| 5,955 (205,419 8,430 4,396 (44,789 243,337
Shortage
ST 5,955 (205,419 (196,989 (192,593 (237,382 5,955
Accumulated Shortage
3) BRI E SR a1 (3) Assets liquidity and capital shortage liquidity
BRI E AR 2 e » MEFRE For the control of operational risk, the maintenance of
BN  FEIRSTATRE S o NIKEHE liquidity, the solvency, the financial stability, and respon-
A E R R S R 2 A BE ] » AT siveness to emergency, the "Guidelines for Liquidity Risk

Management" stipulates the risk management index of
assets and liabilities including the ratio of interest-rate sen-
sitive assets and liabilities, the ratio of shortage and net
equity, deposit reserves ratio, liquidity reserve ratio, and

Myt M ek BEERT] | BARE B &%
THEE a2 Al P - Whnf]
RSB E SR R B fE L

8~ ERTIRROZERFE L LLAS ~ £7KHE deposits / loans ratio. For the management of fund shortage
S ~ TiEhHERLLER ~ TRt liquidity, the "NT Dollar Due Date Structure Analysis
THIEME - BB Bk IEIE 2 BB Table" is prepared on a quarterly basis for the calculation
AR RS T3 &% 2 H EARRAS of fund shortage of the Bank in each period; also, the
Rl S ERITE &S HHRGR "Interest-Rate Sensitive Assets and Liabilities Analysis
s BimEsd TF 2R & EaiE sy Table" is prepared and presented to the Assets / Liabilities
F3E | IR EEa EETHEE & Management Committee for discussion in order to evaluate
2y D) IR R A (S 2 R B Ut the interest-rate sensitive shortage of assets and liabilities,

to select the proper asset and liabilities combination and
pricing strategy for avoiding or reducing risk from interest
rate fluctuation and to maximize profits.

RO - SHEEE < EEAEHE MET
ERAS » A LISGRE St (R 2R e Bl
e 2 EbE - LU EER ZBRK
FIA -

(=) BN B B pOE A B AR T B 38 15 2 i B S A TE R e
The Impact of International and Domestic Policies & Regulatory Changes on our Finance & Business and the
Responsive Measures

S BRI RS E R S
Changes Impact Responsive Measures

BB TSR RRIKGRE R SRR 8% » IRESRIK | %y RS RITE  SHEE S\ B2 i
Hrifl Rt s BN R RES  IHI B TR | -

BT RIS (G &P AR E -
Labor Pension Provision We have 8% pension reserve appropriated lawfu|lyObserve closely and participate in relevant studies for the

Compared to the percentage of pension reserve requir¢dpgtection of employees'interest.
act in the near future, it does not have any impact on| our
pension cost .
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(P R i ise e e S A Lt AT T A 15385 2 s B S IR M e it

The Impact of Technology Development and Industrial Changes on our Finance & Business and the Responsive

Measures
1Y) M BRB 22 (Sl
Changes Impact Responsive Measures

AR FR Tl

Measures for Reduce Local Banks' Norn-

Performing Loans

TITEM TR JLULEE B EERE - HA2
$BHRURRS -

We adopt all the preferential measures in order to speeg

FCHX| 11 B 1 Bl -
Preferential measures have been applied and approved auto-
umpatically many times.

the application process for the sake of business development.

AT ~ BT M R N S TEEETS
A KPRt B AR SR A

Regulations Governing Bank, Security
Broker, and Insurance Compan
Cooperate to Promote Products or
Provide Relevant Service

DRI - BB RS -

RETHGEREE EARRGERNR R E G

Inter-Business marketing is permitted to expand the founflalfiH R i -

tion of business operation.

Granted by the Financial Supervisory Commission,
Executive Yuan to work with the insurance industry to pro-
mote insurance products.

LR R R R T
Simplify the Application Process for the
Factoring of Accounts Receivable

Bl BRI ERE 2 EEE - Ve
ESRITARA -

The simplified application process and business license
istration help save costs for us.

FEARLENA G VEHABIME £ -
Cooperated with CHAILEASE FINANCE CO., LTD. to
regrocess relevant financing business.

PRGRTARE TEHRERETHEE
e

Allow Banks to Operate "Bond
Underwriting and Trading" Business

LATAE A RHEZ A& B » ZEEREEMTS -
We are able to participate in the financial market thro
the underwriting and trade of bonds.

2REEFERESIHEINEE MK
{2 B B PR BA -

Credit-extended customers may raise funds through tg

RO AIRT -

gBeveral underwriting cases have been processed.

king

out a loan or issuing bonds. We will then be able to relgase

credit risk to investors.

@%ﬁﬁﬁf&iéﬁ@éﬁ%i@ﬁ&ﬁﬂ%ﬁ
The Limitation on the Type and

Amounts of the Securities in Which a

Commercial Bank May Invest

WG AR R g -
Help improve the flexibility and benefit of capital applica-
tion.

PR A BRI R -

Process marketable security investment accordingly.

ST B R SRR
Regulations for the Bank Capital
Adequacy Management, Clause 4

FTEFRETEREZRAEGRTE  BRTERY
45 .
The hybrid capital instrument is not found in our cap
structure and it does not have any impact on our operatid

ERITERRE BT MG ESBRETGRE
BT EHRGINZ -
taThe evaluation is performed depending on our capital struc-
n.ture, fund needed for deposits / loans; also, the development
of market.

DR R IR ERE R A
Short-Term  Bond Depository,
Settlement, and Division System

SIS EA -

Increase business expense.

AT ARSI AT - HENERRERT
R > AR AR B AR -

We do not hold excessive amount of short-term bond; also,
short-term bond is taxed separately; therefore, the system
does not have a significant impact.

SATEEMEBREGRR S
S Ve YR R

Regulations for the Procedures for
Banking Institutions to Evaluate Assets
and Deal with Past-Due / Non-
Performing Loans

2005.07. 0IE ST » BIATRMNNE Lt EREFRE
RE ZHEG A E -

Upon its execution on July 1, 2005, it will have an impact
the calculation of the ratio of NPL and the capital charg
capital adequacy ratio.

A172004F 12 A ERGE T H 2@l A R2.31% 7]
Ak Ei s PAR R
o0ur ratio of NPL in December 2004 was 2.31% and the loss
dfad also gone up.

TEIEE RN

Real Estate Securitization Provision

ARSI 2 R IR AN THER RRMA -
Improve the professional image and income of us thrg
the business provided.

WUREERERRN - Eh RS -
udbbserve the business operation of others in the industry
closely and develop relevant business progressively.

SREEH L
Financial Assets Securitization
Provision

EALEREEE - smLHRENE - BINE SRR
Btk -

Activate financial assets and reinforce their liquidity in or
to improve the financial structure.

BRI THE -
Plan and process separately upon request.
Her




() TERABFET AT Z 2B S IR i it
AATEEALLIR » BRI AETT
Bz 5H - %@?ﬁ%ﬁﬁéﬁﬁ%ﬁz :
B E R BT TR IR T ©
ﬁﬁiﬁf AR B&é%ﬂm %5 H & BN 235t
FES - AT ERER LY - BALL
ERTHEER - HEERREETRREL /5 - |
AIRTER -
(R) ST OFI < T R S m] RE RS
() PEye e St 2 RIS KT REFERE
AAT LGRS IR /5 FU T8 SRS
AR - AR AAITIRE Y - A A
BR © AB57 BRI o) S B HE R P
KHRRATICE R E < Bk -
(/\) S5 S H T IR o B
L S IS A R ~ TS Ebs
BB a2 M\ - el (R M
B R SRR, - K IE AR R E
i 2 iR LRI BRI
(1) ¥EE RO ST 2B B
(QUEISALE IS SES
BRIEFENTAE ZBRE0 S M B T8
(RBIRTFERRRLYL - HEEE RGRANEIERRGL
-
(+—) Hfth = mbe

mﬂ‘ %

~

W

© ~ fe s I A 1

AL THT B THIERSR e AR LI T
Bt R VEE R 2 A (K - HARGEAIIR(S
maBE - s - AIRIGEEEE
il - BEAEEHEZAE S - ABAEEZA
&~ RIS B MG ENER
BEERE - LRSSt E 1R
[ E BRI ~ S EBORYER] ~ B EeEH
AR B RE T R E RIS TR K E IR
VESRERE T - BRI P HRR i 2 A i
il

\ o~ FLfth e R - i -

(5)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 we have been reformed into a pri-
vate-run bank. The operating policy has been made more
flexible and with better assets quality and effective oper-
ation. In response to the severe competition in the eco-
nomic environment and financial markets, we intend to
reinforce operating quality continuously and to reach
another peak in business with a good image and profes-
sional operating decision and method.
(6)Expected Benefit and Potential Risk of Future Merger
none.
(7)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 quality due to the
setup of new branch offices is also considered.
(8)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 decen-
tralized through the mechanism of a business station,
source of customers, and diversified product lines.
(9)The Impact and Risk of Business Ownership Change on
Us : none.
(10)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 our past employees to ascer-
tain their employer-employee relationship with us.
(11)Other significant risks none.

7. Responsive M echanism for Risk M anagement

We have regulations stipulated and executed for
business processes in order to minimize daily operational
risk. The setup of Credit Review Committee, Business
R&D Workshop, Bad Debt Monitoring Workshop, Assets /
Liabilities Management Committee, Personnel Evaluation
Committee, Long-term Stock Investment Panel, and Trust
Property Evaluation Committee; 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"”, and
"Regulations for Disaster — Prevention and Rescue" are the
responsive mechanisms for risk management.

8.0ther Significant Events : none.
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INFIVRMEIEN S Corporate Governance Practices
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www.bok.com.tw °

[ERATZE N BB B <P HI ] B2 ) R T H e AT 2N TR BHAH B A = > 35815

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 EGEE R SR TR N R EE A T HILL A2 BUATE R URUIA

The Differences and reasons between Corporate Governance Practice of our bank and

"Guidelines for Bank Corporate Governance"

1HH EEREY BLSRATR N R ME R ST AR B b A
Item Operation The Differences and reasons
PUTHRE R H R FLAFIJEERD > ARARIE - AAZEL | K BHTRAFRMEST B3k ki () s 2

Do We Set Seats for Independent
Directors?

BERE > GE FCABTERR A
Currently, government representatives occupy 10 of
12 seats of directors. Among the directors , some are
reputed scholars and CPA. As a result, the function
of independent directors is in place.

EEGETEER BB RIREE E U AR
BRZFEBA R E L () sRITAER OIS AT
FH HOREBETRA  MaHRE-

According to the "Gidelines for Bank Corporate Governance" Article 31,
the appointment of independent directors within the listed (OTC) organi-
zation should be processed in accordance with the requirement of securi-
ty competent authority, Security Exchange Corporate, and OTC Center.
The aforementioned competent authorities have not yet required the list-
ed (OTC) organizations to have independent directors appointed; more-
over, We have independent directors appointed; therefore, it is in con-
formity with the requirement.

PUTHE B BEEAZIEE
Do We Set Independent
Supervisor?

SREZAERARAR  HiE i S g3t
1 -

Currently, the 3 supervisors are all representatives of
the government shares, of which 2 supervisors have
CPA qualification.

1 TSRITHRAFRGMER T S5 - b () BeEEAZ
BB FRF LR - B2 B EEE LA e
B FEEEIA AR b () SRR B
NATHE FEHEETERAER  (TRHAH -

According to the "Guidelines for Bank Corporate Governance" Article
54, the appointment of independent supervisors within the listed (OTC)
organization should be processed in accordance with the requirement of
security competent authority, Security Exchange Corporate, and OTC
Center. The aforementioned competent authorities have not yet required
the listed (OTC) organizations to have independent supervisors appoint-
ed; moreover, we have independent supervisors appointed; therefore, it is

in conformity with the requirement.

ITHREFHRETFIRE
ZEEET

Is There An Auditing Committee or
Relevant Committee?

R AR SEE G - BRI
PR HIRE E -

Currently, Supervisors and CPAs perform auditing
for our bank.

& TSRATSR AENREETS SPHI 36l SRITRGHRESHEE
o REFITEERE - FEPBIRN  FERTERIRES R
(RSP e G el =l

According to the "Guidelines for Bank Corporate Governance" Article
36, bank industry may setup Audit Committee to examine the accounting
system of the banks, audited bank's financial status, and evaluate bank's
internal control system; therefore, we have the supervisor and CPA to
perform the said responsibility.
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Important Information Related to the Corporate Governance Practice of Us

(HHEF I RERASFEES NI - 2004
FEEHRERS96.98% » Bigg AAIRRZER
£%90.00% -

(OREHEE BE FEORZBUTIHE « /Bl
AR IS B - TR AHEEH
AR SRS PR E B R L -

(D EREFARRTR 2 TIHIE « E
HEFRRIRE LG - MR EHEGIIIR
EEAW REBARGFIERSRE - BIETT
EE - AINAZRIR ©

(IDERTRESF MR ABE B R B

C AT RS FHBRATESA o

1.Attendance of directors and supervisors in a Board meeting:
96.98% and 90.00% attendance rate of directors and super-
visors, respectively, in FY 2004.

2 .For the protection of consumers and / or customers: In order
to improve the services provided to customers and commu-
nication with customers, we have the Toll Free and

Customer Service Window setup.

3.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".

4 Insurance acquired by us for directors and supervisors: No

budget has been appropriated yet.
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Fi AL EE 18 Special Notes

— ~ BRI EMHBEE Bl Related Information on Affiliated Enterprises
(BIREZES OB S E Consolidated Statements of Operation of Affiliated Enterprises
1. BHFREZEMEDNC Brief introduction
(HBRIREZEMMIE Affiliated enterprises chart

1= R AT Bt A PR
Bank of Kaohsiung Co.,Ltd.

FEfRILZS Shareholding : 60% FRfEL 2 Shareholding : 100%
T A 7 PR R R (D PR 7 IR S R AR IR 7]
Kaohsiung Bank General Insurance Agency Co.,Ltd.. Kaohsiung Bank Insurance Agency Co.,Ltd.

QBRAIFREZEFEARE R Basic details of affiliated enterprises
BA{T  HrE™EE BT ¢ Unit @ NT Million Dollars at 2005.03 31

R it B ik BEA 4 R
Name Date of Incorporation Address Paid-in Capital Primary Business Activities

SR Rl A R 0 TR R 7
B 020512 i 500 WA
Kaohsiung Bank General o 3F27 Liu Ho 1st Rd, Hsinhsing ' Property Insurance Agency
Insurance Agency Co.,Ltd District, Kaohsiung City
RS R AR E [CLEDIE N PYN= ik X
BT S # - N BRI,
Kaohsiung Bank Insurance o 3F,27 Liu Ho 1st Rd, Hsinhsing ’ Life Insurance Agency
Agency Co.,Ltd. District, Kaohsiung City

) HERE o PEHIBE (L B ERA R & HAHRI A B &R} - 2 o

Our shareholders representing both the holding company and subordinates : none.

DERPEERRESEAER
Directors and supervisors of affiliated enterprises
BAAT 1 B% » % 5 Unit : Share, % at 2005.03.31

= FAP/AN M
e Wi PSR A | Hn&hﬁ% Shareh‘)ld‘:%n o
Name Title Company Name or Name of Representative s }Tares Shareimﬁiing (%)
N ‘ REETIRERAT _— 6000
e SR (R B R Bank of Kaohsiung Co.,Ltd. Shih-Chiang Huang ’
e AN EEE Chairman A Shih-Chiang Huang 300,000 60.00
Kaohsiung Bank General % = Dircctor A5 Yi-Jong Lieu 300,000 60.00
IL"tZ‘fra““ Ageney €0 e Director TiE% Jin-Ann Wang 300,000 60.00
% I Director WE#SC  Chien-Wen Chen 300,000 60.00
% % Director ZEH Toung-Kun Li 300,000 60.00
B8\ Supervisor JE{%2%  Te-Chin Chou 300,000 60.00
B2 A Supervisor B Yao-Tang Huang 300,000 60.00
B ‘ RIEHTRAERAT B 300,000 10000
SR A S R A Bank of Kaohsiung Co.,Ltd. Fang-Nan Liou ’
G2 EHE Chairman 175 FangNan Liou 300,000 100.00
ﬁiﬁ‘rl;‘:;gABgzgty @ % Director W% Margie Hong 300,000 10000
Lid. N % I Director BiZEM Mei-Ling Chen 300,000 100.00
BE A Supervisor BT  Ting-Lien Lin 300,000 100.00




2 BAlR

TS

FE

SEMKYT Business review & achievements

BEAT : HTEMEE T : Unit : NT Million Dollars at 2004.12.31

5 253 s e 1 %R
smom BAE | e il BRUA | BEAE N
JJ:N%%& Paid-in Tifﬁiégs Total Stockholders' Operating Operating Nﬁ%ﬁ%ﬁe B E@,%( TEI;)
ame Capital Liabilities Equity Revenue Income Sal;:rlen(gl\?ﬂsr
ﬁﬁ%ﬁﬁ%ﬁ%ﬁiﬂ)\ﬁ%ﬁﬁ
RH]
Kaohsiung Bank General 5.00 6.59 0.62 597 3.68 1.07 0.85 1.71
Insurance Agency Co.,Ltd
A e R E
R
Kaohsi 3.00 61.39 3092 3047 114.99 3225 24.15 80.49
aohsiung Bank Insurance
Agency Co.,Ltd
()BTRS O F5HaR - HE -
Consolidated Financial Statements of Affiliated Enterprises : none.

() RAfRERE=E  Affiliated Enterprises Report

1. e o ) g dzeil 2> R < BRIR DL -

EH K

g g

juni R o

AR @

R ZEIH105H » AAE] MRIRCHEEIE — ~ (@RI

N

Relation of the "parent company and wholly-owned subsidiary" : Please refer to page 105 for " Special Notes

(4) Directors and supervisors of affiliated enterprises".

2. ¢
=

BRI BPERI AT Z A2 AR ~ MERS) ~ &2
» RNF] TR EE22 BfR A A

=i

il ~ HE

HE ~ HER

I -

B0

Transactions, property trade, financing, assets rental, and endorsement between the parent company and

wholly-owned subsidiaries : Please refer to page 70 for "Notes to Financial Statements 22.RELATED

PARTY TRANSACTIONS".
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=~ R R B THIRI Implementation Status of the Internal Control System

(—) NEREEHIEEHHZE Declaration on the Enforcement of the Internal Control System

e BREE R AT AT TS 5 o 1) V6 A T 1 R R WA
Bank of Kaohsiung

Declaration on the Enforcement of the Internal Control System
January 5, 2005
Attn : Financial Supervisory Commission, Executive Yuan

FEUR BRI TR Y AR AR BVIAL
A= —HA—HENLT+=F1+
H=+—HWEEE0E TIRTT A zES &
FEAZ T & B vk 1 » 23 XL P AR 42 7l
& > i Jmbe e B o M IR IR 2 T
ZARFI A T &A% - TR I E) F &
KEEZRA o REHRNEAFAE » AE RS B
W ERPZET B BB IETE R - BRI RS
HIAGL » BREMEE AT - R L
i o

G
ITEGE R B E RS G

EHIA

Declarants

ARHE B

President

Chief Auditor

s M 0

e AN R E
The Head Office's
Legal Compliance Head

ho#H R X oo+

We, the Undersigned, hereby on behalf of
Bank of Kaohsiung declare that during the
period beginning January 1, 2004 until
December 31, 2004, 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 inde-
pendent Audit Department, we conducted
audit with audit reports duly submitted to the
board of directors and supervisors on a peri-
odic basis. Through prudent assessment,
other than the facts enumerated on the table
annexed hereto, all units of the Bank did
faithfully enforce the internal control and
legal compliance.

28R Che -G B

5 — H ol H

CRTIRESBATRFEA -2

(The content of the report is in conformity with the original Declaration )



SRR TR B IR A RE NS ST E =5 T
(HE#EH 93F12H31H)

Kaohsiung

Reinforcement Issues and Improvement Plans, Bank of

As at December 31, 2004

TE IR ZEIE = EErh TR AN T — R A CBC inspected the business operation of our
Reinforcement Issues {E S S e s T S e bank m.20Q4 and fOL.md 74 marketable securities
. - ) seals-strips in the cabinet of vault that are stamped
ST A BAE 2 ER B R TR with the seal of supervisor, accounting clerk, and
BRIFEER B Ry BoliThE « FR A composer. The nonconformity was identified by CBC
. e i since it violated the operating procedure and may
7 SRR ) S R S
iRt A5 R SR RE B 7 result in fraud. According to the review and investiga-
BB A BE I Em EEEE o R tion performed by us, too many marketable securities
Bl SRR AN AT were placed. under the care of the said unit; tl}erefo.re,
A 3 T o i the responsible personnel had those seal-strips with
RBRIE SR » AR - & BT EO) B0 IA T Ty 2B A F stamps in advance to speed up the process but without
2 NETEESHEEF - B & & B EEmm e any misconduct committed. We had the responsible
SRR R > DU e - B S = personnel reprimanded for failing to follow the oper-
) T e - ating procedure; also, the sealing process must be per-
HERE - formed properly and lawfully without any marketable
securities pre-sealed with any signature or stamp. The
supervisor of the unit is to reinforce supervision and
perform random inspection from time to time in order
to reinforce internal control and prevent the said non-
conformity from reoccurring.
R HHEAR E R B ATOEE AT We have the following corrective actions planned
Improvement Actions AT A AV A AR e Sid nonconformily:
- o e . 1.We have an announcement made in Kao-ying-tung-
TSR ER - SRR RS, ~ A chi-tzu No. 598 Letter dated July 15, 2004 to
o ATMSVRS ~ SR Ho e 5 Y o 2 request supervisor and responsible personnel (per-
- . — - sonnel in charge, accounting clerk, or cashier) to
s JiE & AcE TN
% » MEd =8 AR A é;('f”é## EELEt have the reserved items, marketable security, ATM
W ESERMEERERLER - AMEGEGEHE cash box, voucher, and other important properties
ok S e S AR Th— A BEEE - LLE 5 B and document sealed and stamped in person togeth-
! . a er and may not have any seal pre-stamped for use or
[=i= gy oy ;ﬂ:ﬁ; ‘l’\iﬁx‘ \;—'—; s N
RSN ISR B REIHE » TR placed under the care of one person only. For the
HITEN MAEFE A et - aforementioned request, the supervisor is responsi-
B AR TE AT IR = ble fgr relnf9rc1ng supervision .and perfor.ml.ng ran-
. _ m et e dom inspection from time to time; also, it is to be
FLA=FTHEFA = HE R included in the self-inspection and internal audit for
SREE BRSO S improvement,
2.The Auditing Dept. of us had reviewed the corrective
action performed for the said nonconformity on July
30 and October 21, 2004 and the nonconformity was
indeed corrected.
TE T O ] —EEEEH U+ =E+-A=F—H) 1k 1.Up to the baseline date (December 31, 2004), the
Projected Date of Completion B B 2 (F2 2 » 2T e Ea s - n((i)nconf?lr'miiy of the audited unit had been correct-
e e o e et ed accordingly.
T AT B A IR AIERZ L 2. We have the sealing process classified as one of the
EEY  HE TR EAE R » L internal audit focuses in order to trace the follow up
R g 5 e R s process, to improve internal control, and to prevent
BEAPS R SRR S e the said nonconformity from reoccurring.
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FEETR T PRI R
Declaration of Internal Control System Executed by Security Brokers
(TG R BITIHERD
(Effective in design and execution)
(AEFHHB LB A R RV A T IR SE D

(In terms of regulation compliance, all regulations are applicable to the Declaration)

BT R TR E] Bank of Kaohsiung Co., Ltd.
P Statement of Internal Control System
January 27,2005
HI 941 R2TH We have conducted a self-assessment of internal controls for the period of
ANEIRBEIH1 A E93FEI2E31 B 2 PR » kI8 BTy January 1,2004 to December 31,2004. The results are as follows:
SR, B TF - 1.We acknowledge that the Board of Directors and management personnel are

responsible for establishing, performing, and maintaining an Internal Control

— RETIERELL ~ TR BRI AL R S R System. The said System has already been duly established. The purposes of

Ea e AIE a7 - HENRTEHEE S s the Internal Control System are to provide a reasonable assurance of achiev-
LB AROT DRI - KBTS 28R R h 1 Control Sy provid bl f ach
(BB RS SRR E) MR 2R REE S 2 ing 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.

BIEEHEAEN RS -

= PR B R RIRR  Famat i s AL PERERIH 2.The Internal Control System has its inherent constraints, and it could only
FEER e bR =IE B 2 SR R I S TR - T BRERE provide reasonable assurance of achieving the three goals mentioned above
o S SRR ST RS B L Mg NS ) no matter how well it has been designed. The effectiveness of the Internal
[ﬁ/ﬁ'@ﬂl% " DFE:E% et |$T'{ﬁ?§g:iﬂﬂl§/l’§$z;ﬂ@9ﬂ # Control System could be changed due to changes of the environment and the
FERIRIEERCE B HEEE 2B SR —HBHET » A SRR 2 situations. We have established an Internal Control System with the function
178 - of self-monitoring, which could undertake corrective actions whenever a
= ARATIRKI B RSB R R aTTE RSB shortcoming s idenified.

3.We evaluate the effectiveness of its Internal Control System in accordance
with the Guidelines for the Establishment of the Internal Control System by

HRA AT PO ER PR R R LR ) ) (DA e DD TER] ) )RR

Z AR Bt 2 FIBPEE - PR EREERIHIE 2 353 RehdT Public Companies (the Guidelines") set forth by the Securities and Futures
BEEN o 3% TS | BT PSR es ) B EraE - (REk Commission of the Ministry of Finance. The said Guidelines divide Internal

Control System into five components: (1) Control Environment, (2) Risk
Assessments, (3) Control Operations, (4) Information and Communication,

BRI ZRIE » FEPERERIBIE R D SR PR ¢ 1 IR

o2l - 3 RIS 4 EASER > RS EE - AN E and (5) Monitoring. Each component comprises certain factors. More infor-
EVEEETIEE - apilEEE 2 R NEHE ) 2HE - mation regarding the said factors is available in the aforesaid Guidelines.

P~ AN EEE LR SR - M e b 2 4.We have assessed and evaluated the design and effectiveness in the design

and performance of the aforementioned System.

2t B TR - 5.0n the basis of the self-assessment, we are of the opinion that the aforemen
f o ALFEEPAEEERS - FEALE RN RETERREE tioned Internal Control System (includes governance of subsidiaries), includ-
HEAFER) » AR SE 2 SRR s B R R A ing 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 .

7SR BARRE 4 SR E B MERERIR R 2 e BT iR

BAER HAEETRER L EE 22 - 6.The Statement of the Internal Control System will be a prominent feature of
Y p
7N AEBIEESEE AN B ER R AR RIAE 2 L BN - AR - our annual report and prospectus, and will be released to the public. Should

S e e il L S et any statement herein involve forgery, concealment or any other illegality,
o CHEEEE , Uk s an s B
FRESEAEINE » I B s — Articles 20,32, 171 and 174 of the Security Transaction Act shall apply.

b AR RS -
—{F S TRt WEZERE 7.This Statement of the Internal Control System has been approved by our

{£- Board of Directors at the meeting of January 27, 2005 with 11 directors pres-
5 he meeting and none of them objecting to this Statement of the
. HE| ent at tl
L HAH Internal Control System.

m HERIT R BIR A A
Bank of Kaohsiung Co., Ltd.

HER o

iairman 2 ﬂ IJ’ g w’ T

e 52 Tli] .

Iiresident %é l.;/ 7 %‘ '&é = T B
7 B

(FTIANZE IREF R —E)

(The content of the report is in conformity with the original Declaration )
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Independent Auditor's Report on Internal Control System

J LGk 3 Bl 25 P
HORWATH CHIEN HSING
Certified Public Accountants
A member of Horwath International

EEHAIRRE SR T () 2 FlRE

R T A R E S A8 -

BRI TR FEE 2SR » ERAR SR
— AR BT ERIEIRES - Rl aE  BiRT
RIIO3 52 & B SR N BN e 2 AR T B T ~ 8
SHESEEFIEBI TSR -~ HIERREIIBGR 2 2058 %
KRR BB TR E RHEREN: - RS ZH(EEREE
BT A T WA R NSRRI - REEtET
ZEAAER IS E A5 5R - SHRIT R G T EE 1R
I AT W R SR SR PRI PR AR R
H Bt -

ARG FTEI AR » (RS EEEG TR TSk
HIE BRI EIEHNE ) ZHHE » ERLE AT
C EIEER BT EERIRE - FERE A -
AT AN E AL ER M E B N SR RIS 2 35%ET -
LB, 2 s 7 NS T EHO B R PERIE TR ~ A ~ 8
22~ IEBEKGE - DB U S OEYLZ 2505 - B &
FATNERERIFIE 235 T R BIT 2 B R MRTAER - &
BEHETRE S ATIRA 2B R LB AR gl 2 B R g
HEHHZ kg -

FrAAS RS AV B ER T 2R RIEY) - (R
AfhizER - HHITERR3H1H 1 HEIIF12H31
H 2z F s 21 2 NEREERIRIE R8s BB HIE
HITIEE ~ HIRIRRYIBOR 2 28 ~ LURHERESE
TR RE R ERE M S O I & 2 PN - SRy
HERFT BRI T 28300 -

At s HE 2 AR IR TiE S e e Ry
JEHE B ERRA T BB PR RIS 2 AR EE S8R T BT i E
BRER 2% -

HORWATH CHIEN HSING
Certified Public Accountants
A member of Horwath International

AT - 4%0 1
CPA :

P BRI A A TR S S P

G 3% 2k
CPA : }9‘:‘ /;{l

RE9492 F 24 H

TR &2 SR 1248
12F, 21 Linshen 2nd Road,
Kaohsiung, Taiwan R.O.C.
TEL : (07)3312133
FAX : (07)3331710

Bank of Kaohsiung Co., Ltd.
Independent Auditor's Report
February 24, 2005

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, 2004 subject to generally
accepted auditing standards. We have also examined the internal audit
design and execution for business operation in FY 2004, the compli-
ance 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 opin-
ions 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 neces-
sary inspection procedure including evaluating the controlled environ-
ment of the bank, major business risk, the nature of accounting and
managing records and the design of Internal Control System; also,
plan, perform and inquiry the audit to obtain reasonable assurance
about whether the financial statements are free of material misstate-
ment. The audit includes examining, on a test basis, evidence support-
ing 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 appro-
priateness 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, 2004.

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

FTINEHREERERE—ED

(The content of the report is in conformity with the audit report )

= R1T
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=~ 2004 HE 2R o B SR\ B SR o SRR TR R H A Rl Rk R 2 1 S

PAREY

The Documented Objection or Written Statement of the Directors or Supervisors Against the
Important Resolutions Reached by the Board of Directors in FY 200#e.

PY ~ 2004F FERL SR R 78 b N Wl R A BRI RATIR S HTE ¢ i -
The Subscription of Marketable Security or the Stocks Held or Disposed by the Subsidiary of

Us in FY 2004: none.

H -~ 20046 FEJI o 6 ~ T35 & S i IRE 6 < B SRR

Major Decisions Resolved in the Shareholders' Regular Meeting, Board of Director's Regular
Meeting & Extraordinary Meeting as at FY 2004
() EHFHRERE
Major Decisions Resolved in the Board of Director's Regular Meeting & Extraordinary Meeting
1. 2003+ &R PO ©
2. 2004F =B & HEA S E A N FEg &
ES 3. Discuss the base date for capital augment oriented share

3. B E2003F SR FEHE H 2L - allocation.

1.Discuss the distribution of earnings as at FY 2003.
2.Discuss the shareholders' regular meeting's date & the

appropriation of special reserve into capital as at FY 2004.

() M Ry B 2Rk
Major Decisions Resolved in the Shareholders’ Regular Meeting

1.Discuss the distribution of earnings as at FY 2003.

1. 2003 Z8R 7 HCEE -
s L 2. Discuss the appropriation of special reserve into capital as
2. 2004F FEEA LTI AE - A, PPIoP P P
a .

TN TIEFEMEIFZE - f i i
3. AT RIS 3. Discuss the amendment of "Articles of Incorporation”.

7N~ BRI 250 FERE VRS2 B 57 I B BR R B TR
Penalty Received for Unlawful Practices over the Past Two Years, and Corrective Action
Taken Against Major Defects

(D EE BB S DU SRR
Indictment by Prosecutors Against the Responsible Person or Staff Members because of A Crime Committed

on Duty
1. Z&H 1. Subject

. P S In FY 2003, a teller serving with the Pei Kaohsiung
2003F A TAL S T E AR H T
- e = Branch surnamed Tzan took advantage of his duty by delay-

1T BRI IS 218 » R RRR ing the tax payment and embezzling client's checking
WA EFZR » BERM O ANE - i deposit. He reimbursed the accounts in full afterwards.

However, the further investigation reveals that the teller had

FR BT » A B 7E2000~
ARAAGLETE - SEBIRA taken a consumer loan unlawfully in FY 2000~2001 while

200 (L r e b 1T AR - B HE R working at Nan Kaohsiung Branch. Following conclusion
IEEMEEIRZIEE - 1SS of the investigation, the prosecutor prosecuted the teller on



{EBFIEEE » 435122003.10.28% October 28, 2003 & September 27,2004. Kaohsiung

- L g e N District Court rendered that the teller is guilty in embezzle-
2004.09. 243 » SEHGRS L /T L cree o " s 9y
ment and corruption with a total imprisonment of three

EBE S REIFHFEIES - BEEAEHE years and two months in combination, plus deprivation of
IFE2AEH » WEE /L NVHESLE - civil rights for three years.
2. F BRI 2.Major defects
(VIETFRIETS 2RI R 35 » RWBTE (DIn cash receipt / payment without a passbook, the
business units did not retain the original and did not write
VAR w AN PVl = e - A
It B S ZARc % off the trading records.
TETFK TE HRPILEE ~ § 2)The tellers were found having taken charge of their own
ITEGFZEHITEA GPHEZEE ~ 50 (2)The tell found havi ken ch f thei
w7 teller deposits in stamping, accounting and payments.
M B LR 2 5 ller deposits | ' ng and

(3)For the consumer loan solicited by tellers, the occupation
of the loaner has not been verified and the confirmation

(EAT BA S PG 2B &S

o REEEAEG T MES S - HH was completed by the tellers without any “check and bal-
FEEEIT B TR - g R ance" 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

(DRI R SR SRR EZE - R

WEEZE R BoiE AR A HE - 2 holders are not cross examined and the "ATM password
SAREYSE TSRl ER R | e notice" has not been handed over to the account holders
s 17 Iy =
ISR in person.
? o
3. S 3.Corrective action
. =] e
o s e (1)To strengthen the internal management and prevent
DB NERER - B EEE - A& illegal loans, we additionally enacted "Guidelines for
17 ThsaiE & S R I{TES Reinforcing Teller Administration and Receipting /
MR EIE | ~ [P (i Payment Operations”, " Guidelines for Operating
ettt s e Procedures for Strengthened Control Over Tax
AR ] ~ THPEEEEAE Collection", "Guidelines for Consumer Banking Credit
RIETFESIHE) & [THEEEHEE M Loan" and "Guidelines for Preventing Forged Accounts
P STl M T IR | SRR - 0 and ATM Card" and demand the business units to rein-
force the credit check and employment conformation for
. . _ T ploy!
NEEYEE M BRI E KBRS 3e 2 AF granting consumer loans.
% HERVEBEENATYIE T - (2)To facilitate inter-checking, we have strengthened control
m - smey over the procedures of checking account opening, the
AL e 4H = g
(2B AFPR ™ B SRR procedures to claim blank checks and have printed the
hlggEeE - MRS B{EEH = account names onto various categories of trading vouch-
2 0 LRI RE S - ers.

(3)The Auditing Dept. of the Board of Directors conducted

) AE{THE ‘E1ZEE 77 Bl1>2003.09.05
ORSEE S ML el an extraordinary recheck on the defect in the present case

}.2003.12 2% {HBRABR (111 T ZEA on September 5, 2003 & December 24,2003. Process the
25 AFHEEE T{F2REE P RSB EER self-check task designated in the "Guidelines for Savings

. _ Deposit and Consumer Banking Loan“. The results of the
BRI EEBITEM . i .
WECERHR R AT ER » R extraordinary recheck proved that corrective action had

THEECRE R UGS - been duly completed.

(D) ERETRI TR B B SR B B LI EIEE « e
Penalty Fine Imposed because of Violation of Act®ne.

SERT 112
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HhIEC & FIE

Special Notes

(ZDERFAATE e R B S M E B T IEE
Stiff Rectification Imposed by the Financial Supervisory Commission, Executive Yuan because of Defects in
Business Operation
1SR - FE2EH108H - EHERI TG AR AR ENSERH R W3t -

Major defects: Please refer to page 108 "Reinforcement Issues and Improvement Plans, Bank of
Kaohsiung".

2UCETRIE - FE2BHE108H - TR TR 0 B RRA R EINsE S H B 55 a5 ©

Corrective action Please refer to pagel08 "Reinforcement Issues and Improvement Plans, Bank of
Kaohsiung".

(PR T B el B B PR B | (R TE A 6 R L IMUE SR /7 HRIH « o
Penalty Fine Imposed because of Violation of the Banking Act of the Republic of China ArticlerGiré.

(TR E2E9 ~ BEAEFEEM (FEHR - fRE ~ I BIRAUEE ~ [RIRAC D) - RSiSeas foH HaE55 ~ UL
(BT ~ RIRKFRI K ~ RO BERUZIER ~ B BB BRI E P SR B E SR R P E RIS E AR
) BURY)EMRISE RIS 2 e T S BB C UE B A e e Rl » HR PR sl &3 T EHFRIE
KMSTEITE » VERE B LV E R IBR 8 - HE -
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 in to Abide by Security Instructions of Financial

Institutions, or the Incidents Which Resulted in Loss Over NT$50 Million Over the Past Two: Years.

CROHAETE G MBS TR B gl E TR 2 HH e

Disclosure of Other Events as Required by the Financial Supervisory Commission, Executivenynan

> HAths B Hl S SHE - i -

Supplementary Disclosurenone.

J\ ~ 2004 % 98 A2 355 38 7y 1R S 360 S 2TH 5 23K i i IR R M A A ZF AR H AU B R
I/E\ : 4HE o

PAREY

Occurrence of Substantial Impact on Shareholder's Equity or Security Price in FY 2004 that is
Defined in Securities Transaction Act Article 36.2.210ne.
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Information Disclosure
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B ZHIEBE

Information Disclosure

BNEYMLRER

Information Disclosure

FF% 165 HH S5 H R
No. Item Reference page or descriptiont
| HUGIHBOR 49

Important Accounting Policy

G A R A I — Sk

2 The Consistence of the Accounting Principle and Generally Accepted Accounting 49
Principle
BB 2 LR 5 AU € e KT » S 2 -
3 Financial Statements are Compiled In Accordance With International Accounting Not applicable
Standards or Not ’
BT I BB st IR (SRR — i AR @it ) e 2 3R i -
4 The Accounting Principle Adjusted According to International Accounting Principles Not applicable

(or Generally Accepted Accounting Principles of the United States)

B A ERHEKIE AT

3 Reference and Method of Evaluation for Assets and Liabilities 30-54
6 &5 AT B L2 T BRI 5
Method and Term of Depreciation for Property, Plant and Equipment
; BE A EREE 52915 22 AP B S0.54
Reference and Foundation of Evaluation for the Appropriation of Assets and Liabilities :
g KA E 2 AN I o
Investment and Transfer of Long - Term and Short - Term investment None.
) il yin 90
Department Analysis
Frad G AR BT A R A R A R
10 Name of the Certified Public Accountant Firm and An Unqualified Opinion is 42
Expressed in the Independent Auditor's Report
fA S — % e @ s HA b P B A SR B PR R b2 2 FE R DB S | e
11 The Amount and Nature of Non - Audit Fees Paid to the Certified Public Accountant i\}\one
and the Related Party of the CPA '
. R A 1 S IR e I i 105
Organizational Chart and Stock Structure of the Related Parties
PR 2 ERE - B S A SR L A EA o -
13 The Endorsement, Guarantee, Loans to Others, and Derivative Commodity Transaction N
of the Related Parties one.
1 BN (BBRESE) ZAEAZIEHR 0

The Transaction Information of Related Parties

O FBRE A Al ESE 2 fst

Operating Review by the Management Team

AR IR BT e 1 A P S

Review of the Macro - Economy Environment and the Trend of Bank Industry

e SIES iy ]

17 The Long - Term and Short - Term Business Development Plan b
B E 23t

18 The R&D and Investment Plan z




Feai%

o] LAE|

L e

No. Item Reference page or descriptiont
PR
19 The Products and Services 26
” JEE AR B AT SRR LR 3
The Historical Performance Index and Industrial Features Ratio
51 Ja B PSR S AEL ARG 9
The Risk Management Policy and Organizational Structure
, | ARG ZE U .
The Objective and Method of Risk - Hedge Accounting
3 HTAEE 28
The Production Value of Staffs
" BTZEE I %
The Education and Training of Staffs
ERRE ] TGS N BB 2 FEATEIL U ERS - 3T
= & 7 e R SRR s e =
2 The Behavior and Ethics Codes of Staffs K r'ﬁ’{zﬁﬁﬂ{ﬂ"t%}\éﬂﬁﬁ ALY BRIGERARLT
AR -
We have the "Guidelines for the Staffs Services"
stipulated for the reference of employees in regulating
their attitudes and acts at work.
TVEBUEEL B T B2 2 R i — BRERAITICE R » sl L KT TV G
26 Measure for Working Environment and Staffs' Safety Protection FRATE TR T SEE DR it ) W
PERTER V) - DIsg{L R Rt RaRiae ] -
WH{E N B B, 2 485K -
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"
organized to reinforce the ability in handling
emergencies and to minimize the loss of lives and
properties.
T BFERSESE » BTE TR TS TR ek
TAESFRID > DI R B T A SR
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.
- HEHEEZRET 10
Social Responsibilities Performed
RN BUR  FrARBR A E SR G 2R
28 Directors, Supervisors, and Their Education and Experience, Shareholdings, and the 9
Elected Date
v | EEHELARE .
The Independence of Directors and Supervisors
0 HAE RS I LA 8 2 B FAHBH A 9
Classification of Directors and Supervisors by Job Responsibilities
{RARE LA RGBS M Do) B B AR A
31 Classification of Directors and Supervisors Serviced Concurrently With Other 10

Company or Not

116



B ZHIEBE

Information Disclosure

FFsE 165 HH S H KGR
No. Item Reference page or descriptiont
. HEHW "
The Remuneration of Directors and Supervisors
3 ECRR SEYNSON P E G AL T 16
The Pledged Shares of Directors, Supervisors, Officers, and Major Shareholders
. 5 — A —
2 36 pf; /,\Fiﬂmww.bok.com.tw BB — Hth
34 . . . AR o
The Training of Directors and Supervisors .
Please refer to our website.
35 AR R 100
Corporate Governance Practices
GIRWNIEI= N W s =20 L T SR K slied PR
‘ o , FE IS
36 Name and Title of the Top Ten Employees Who Were Distributed Employees' Bonus .
. Please refer to the appendix.
and the Total Shareholdings
37 P E ~ FE RS B TR R A AATARAET B TR M R A e
List of officers, Shareholdings, and Employees Share Options Receipts H2EE12E -
We don't issue Employees Share Options Receipts ©
The List of officers & shareholdings, please refer to
page 12.
fics B TALF B Ball 55 1 < aX I IR A2 B
38 Earnings Per Share after the Distribution of Employees' Bonus and Remuneration to 66
Directors and Supervisors
o | FREESEE R - B "
Shareholders Who Hold Over 5% and the Actual Shareholdings and Ratio
S IRWNCY- &R SRl 2 QA
40 The Top Ten Shareholders and the Actual Shareholdings and Ratio 19
BSROR B IGE T IR 2 H5
41 The Execution of the Resolutions Reached in Shareholder's Meeting 111
SR



BRI - A TR RHT

Shareholdings

& B Tl At 22 BB e+ R oL e A B
Appendix: Name and Title of the Top Ten Employees Who Were Distributed Employees' Bonus and the Total

2003.12.31
il BT#A it R R
Rank Name Title Shareholding
1 fE{ZH Shin-Hsiung Chuang HEHCH 100,548
President
2 #%~ Kuang-Erh Lai BRSO S B BRI R 30,498
) Exec.Vice President and Head of Business Management Dept.
2 %% Fang-Nan Liou AL 22,848
Exec. Vice President
2 s ShihChiangHuang | DVEMSERIARREER 1,020
Exec.Vice President and Head of R& D Dept.
=
2 S Shing-Dieh Liu #ig 11008
Chief Auditor
o
6 ZHZ AnnaHsu AR 0
General Manager
7 #1E Cheng-Yen Yu R 8,404
General Manager
8 *E”;&ﬁﬁ Chun_ching Ko EEF‘%%”:IEE‘( ﬁ%ﬂgﬁ%giﬂ 0
Consultant and Manager of North area Risk Management Dept.
9 B#7<F Liu-Nan Chen NITERIERR 5,218
Head of Human Resources Dept.
9 SIE$ Yi-Jong Liou HAEER 0
Head of Technology Dept.
o
9 %% Shiow-Jen Tsai A 16,498
General Manager
. ElBIE
9 %1% Thai-lang Lu g 3,058
B g Vice Chief Auditor
as 208,100
Total
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Business Unit Directory
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FEAT B R R 53 SCHER 2 bk B #E 5% Business Unit Directory

B Hut: et
Unit Address TEL
T T T 68 AR P B 1 6857
Head Office 168 Po Ai 2nd Road, Tsoying District, ohsiung, Taiwan (886)7-557-0535
BRI e T e I A B 1685
Business Dept. 168 Po Ai 2nd Road, Tsoying District, ohsiung, Taiwan (886)7-557-0535
UNE Sl e T2 A DU = B 2% 1

Minicipal Treasury Dept.

1F, 2 Su Wei 3rd Road, Lingya District, Kaohsiung, Taiwan

(886)7-336-0408

CpjuE

International Banking Dept.

e TS HE [ P EE DY PR S 12
2F, 51 Chung Hwa 4th Road, Lingya District, Kaohsiung, Taiwan

(886)7-535-5375

SRLAD e e TR B S S —BR 275318

Trust Dept. 3F, 27 Liu Ho 1st Road, Hsinhsing District, Kaohsiung, Taiwan (886)7-238-5188
NEMT o BT B S & — B2 7HR 1S

Liu Ho Branch 1F, 27 Liu Ho 1st Road, Hsinhsing District, Kaohsiung, Taiwan (886)7-238-4888
BT o B T e Wt A R 479 (886)7-581-9131
Tso Ying Branch 479 Tsoying Ta Road, Tsoying District, Kaohsiung, Taiwan b
BIERERSERS T e A A R 1685k61E2 §8617.557.0535
Offshore Banking Unit 6F, 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-
At T T e i R —B& 10125% $8617.359.9201
Pei Kaohsiung Branch 1F, 1012 Min Tsu 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-359-
LEMT re T < k- B BR 39607 88617-951.7012
Chi Hsien Branch 396, Chi Hsien 2nd Road, Chienchin District, Kaohsiung, Taiwan (886)7-251-
CIEVixR] e T AT B IS & B 1455k

Chien Chin Branch 145 Liu Ho 2nd Road, Chienchin District, Kaohsiung, Taiwan (886)7-286-1136
=RoT T i T = Sk 5 — % 2.8 7% 51881
San Min Branch 287 Po Ai 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-321-8813
BT e e = R KA —§&47075% §8617.386.5005
Wan Nei Branch 470 Ta Shun 2nd Road, Sanmin District, Kaohsiung, Taiwan (886)7-386-
AT T = R 45957 $8617.381.9499
Chiu Ju Branch 459 Yang Min Road, Sanmin District, Kaohsiung, Taiwan (886)7-381-
REMHRIT T = RO B BT 197 88617-380-7306
Ta Chang Mini-Branch 71 Ta Chang 2nd Road, Sanmin District, Kaohsiung, Taiwan (886)7-380-
1T e T = R R — B8 1685 18 (886)7-359-5336
Min Cheng Branch 168 Ming Cheng 1st Road, Sanmin District, Kaohsiung, Taiwan el
INET e BT/ VP b A G 1585248 (886)7-812-2268
Hsiao Kang Branch 2F, 158 Hsiao Kang Road, HsiaoKang District, Kaohsiung, Taiwan ha
FERRAT i s 332 6703 161
Kwei Lin Branch 332 Kwei Yang Road, HsiaoKang District, Kaohsiung, Taiwan (886)7-793-
BT ren M T 2 e e A B — B 19998 1488 $8617.223.0511
Chien Kuo Branch 1F, 199 Chien Kuo 1st Road, Lingya District, Kaohsiung, Taiwan (886)7-223-
j(ﬂjl:[:l/[‘\/]]\ﬁ: %Eﬁﬁ%%ﬁ%ﬁ*ﬁ%%ﬁﬁ 886)7-226-8105
Wen Hua Center Branch 263 Guang Hua 1st Road, Lingya District, Kaohsiung, Taiwan (886)7-226-
=%n1T T AR =% B 17197 (886)7-751-1168
San To Branch 171 San To 2nd Road, Lingya District, Kaohsiung, Taiwan T




B Hiudik A

Unit Address TEL
F R e T T B T b R EE DU B 5 155 1 (886)7-330-1060
Nan Kaohsiung Branch 51 Chung Hua 4th Road, Lingya District, Kaohsiung, Taiwan
T R AR = B0RE 1 1 (556)7.335.0260
Shih Fu Branch 1F, 2 Su Wei 3rd Road, Lingya District, Kaohsiung, Taiwan
AT T e T 0 18057 (886)7-332-7131
Chien Chen Branch 180 Min Chuan 2nd Road, Chienchen District, Kaohsiung, Taiwan
T SRR 523 (556)7-841.3847
Tsao Ya Branch 52 Yu Kang Road, Chienchen District, Kaohsiung, Taiwan
REAHT T R LB 780,23 556773637478
Yu Chang Branch 780-3 Chun Hsiao Road, Nantze District, Kaohsiung, Taiwan
T TR 1415 (55673524301
Nan Tze Branch 141 Chien Nan Road, Nantze District, Kaohsiung, Taiwan
BT T B T L LAY 1018557 (886)7-532-1001
Ku Shan Branch 1018 Chiu Ju 4th Road, Kushan District, Kaohsiung, Taiwan
R 5817 T T [ K (B 6% (886)7-551-1061
Yen Cheng Mini Branch 6, Ta Reng Road, Yencheng District, Kaohsiung, Taiwa
T T e T B A L1 B 5 450% (886)7-571-8263
Chi Chin Branch 54, Thung Shian Road, Chichin District, Kaohsiung, Taiwan T
L5 I L 1 57— B3 62-6% U
Feng Shan Branch 362-6, Ching Nien 2nd Road, Feng Shan City, Kaohsiung County
KT o HERR R TRAR LA =B 48051 ~ 248 (886)7-786-1899
Da Fa Branch 1/2F, 480 Fong Lin 3rd Road, Ta Liao Hsiang, Kaohsiung County
RANTT AT TER 15238 1 R
Pin Tung Branch IF, 152 Ching Cheng Road, Pintung City
adt T aALT LT 168571 ~ 248

(886)2-2563-0101

Taipei Branch 1/2F, 168 Sung Chiang Road, Chungsang District, Taipei, Taiwan
B ALk K {2 s — B 343 (5561223564558
Shin Yi Branch 134, Shin Yi Road, Sec.2, Taan District, Taipei, Taiwan
Ta Chih Branch 97Jingye 1st Road, Jhongshan District, Taipei, Taiwan
AT A BRI — B4 1985k (556)2-8227-1399
Chung Ho Branch 198 Chien Yi Road, Chung Ho City, Taipei County, Taiwan
BT PRI RC2EB413 ~ 415 > 4175} (886)3- 338-1288
Tao Yuan Branch 413/415/417 Min Sheng Road, Tao Yuan City, Taiwan
HrroatT Fr T RS 2257 o
Hsin Chu Branch 22 Min Tsu Road, Hsin Chu City, Taiwan (886)3-523-0333
BT o A = B0 L 218 (55622522588
Tai Chung Branch 69, Sec.3, Huei Chung Road, Nanthung District, Taichung City, Taiwan
'lé?l:fﬁéj\?? ﬁﬁmﬁqsﬁ}ﬁqzﬁgl%%ﬁ (886)6-229-5588
Tai Nan Branch 191 Cing Ping Road, An Pin District, Tainan City, Taiwan
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