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Chairman

In 2018, notwithstanding the hyper-competitive domestic market and the decrease in deposit spreads leading to
the dwindling of profitability, the Bank took a proactive approach and adjusted its overseas investments. Indebted to
all its employees’ efforts, the Bank achieved a net interest income of NT$2,632 million, which increased by 3.83%
from NT$2,535 million in 2017, with a net non-interest income of NT$868 million in 2018, which increased by
14.66% from NT$757 million in 2017. Due to the bad debt expenses from the Ching-Fu Group’s NPL, amortized
over 2 years, after-tax earnings were reduced to NT$0.46 per share, which increased by 2.22% from NT$0.45 in
2017.

In the year 2019, the Directorate-General of Budget, Accounting and Statistics, Executive Yuan estimated
an economic growth rate of 2.27%. As a result of the intensifying US-China trade conflict, Taiwanese businesses
are urged to return and spurred to transfer orders. However, the domestic investment environment still requires
improvement, and the effect of inbound investment is still under observation. Since the domestic economy is highly
associated with the global economy and with the U.S. and China, the two major economies in the world and Taiwan’s
most important export markets, it will be the beginning of uncertainty if the trade war intensifies and the financial

market contracts.

Reviews of our operations in 2018 and our business plans for 2019 are described in following pages.
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President

1.1 Operating Performance in 2018

1.1.1 Domestic and Foreign Financial Environment
In 2018, driven by the global economic expansion, Taiwan’s economic growth rate reached 2.63%, and
the TAIEX reached 10,000 points. However, the US-China trade war, the Fed’s interest rate raise, and the
appreciation of the U.S. Dollar not only intensified the fluctuation of global stock markets and foreign exchange
markets, but also triggered the downturn of the optimistic economy. It is noteworthy that the International
Monetary Fund (IMF) released the "World Economic Outlook" report in which the 2019 global growth forecast
was revised down.

1.1.2 Transformation of the Bank’s Organization

I. On January 23, 2018, the Insurance Agent Department of BOK was established, merging the subsidiaries
“Kaohsiung Bank General Insurance Agent Co., Ltd.” and “Kaohsiung Bank Life Insurance Agent Co., Ltd.”.
II. On February 7, 2018, the Liu Ho Branch was moved to No.59, Sec. 4, Wenxin Rd., Beitun Dist., Taichung
City, and renamed the Beitun Branch.

III.  On March 1, 2018, the Treasury Department was renamed the Financial Markets Department.

IV. On March 1, 2018, the Business Administration Department-Accounting Division was upgraded and
renamed the Financial & Accounting Department.

V. On March 1, 2018, the Research & Development Department was merged into the Business Administration
Department-Sales Development Division, and renamed the Business Management Department.
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1.1.3 Results of Business Plans and Operating Strategies for FY 2018

Unit : NT$/US$ 100 Million, %

FY 2018 2017 Increase Increase
Items Actual number | Actual number (ora(liggflc;a}[se) (or dr:(t:irg ase)
Average Deposits Balance 2,307.58 2,192.36 115.22 5.26
Average Loans Balance 1,766.75 1,708.01 58.74 3.44
Foreign Exchange Business (US$) 87.80 65.51 22.29 34.03
Commission & service fees 5.55 5.12 0.43 8.40
Income before tax 4.88 4.99 (0.11) (2.20)
1.1.4 Execution of Business Target:
Unit: NT$/USS$ 100 Million, %

FY . . .
Itemns 2018 Actual number 2018 Business target Achievement ratio
Average Deposits Balance 2,307.58 2,258.00 102.20
Average Loans Balance 1,766.75 1,800.00 98.15
Foreign Exchange Business (US$) 87.80 58.00 151.38
Commission & service fees 5.55 5.82 95.36

1.1.5 Analyses of Financial Revenue, Expenditure and Profitability

The changes in 2018 financial result as compared with the same period of the previous year (2017) are

shown below:

Unit : NT$ Million,%

Increase Increase
Item 2018 2017 (or decrease) (or decrease)
amount ratio
Net interest revenue 2,632 2,535 97 3.83
Net non-interest revenue 868 757 111 14.66
Net revenue 3,500 3,292 208 6.32
Credit loss expenses (718) (590) 128 21.69
Operating expenses (2,294) (2,203) 91 4.13
Income before tax 488 499 (11) (2.20)
Net income 480 452 28 6.19
EPS after income tax 0.46 0.45 0.01 2.22
Before income tax 0.18 0.19 = (0.01)
ROA
After income tax 0.18 0.17 = 0.01
Before income tax 341 3.74 = (0.33)
ROE -
After income tax 3.35 3.39 = (0.04)

1.1.6 Status of R & D

We continue to study worldwide economic and financial conditions, and analyze the dynamic data of major
industries in Taiwan. Analytical reports on economy, finance, and major industries are presented on a regular
basis. For significant economic and financial topics that are related to banking operations and industries to which

we have credit exposure, research papers are drafted as the reference for business development.
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1.2 Business Plan in 2019

1.2.1 Business Objectives and Important Operating Policies

I. Loan — Increase interest and fee income:
(1) Increase the proportion of SME loans to local industries, fully supporting 5+2 industries and local
industries.
(i1 ) Provide one-stop service for quality construction loans to increase interest and service charge income.

(iii) Provide mortgage projects for quality client groups, to maintain mortgage volume and increase the number
of non-mortgages loan clients to increase interest spreads.

II. Deposits — Reduce funding cost:
(1) Adjust deposit structures to reduce funding cost.
(i1) Expand new sources of deposits and increase the number of corporate depositors.
(ii1) Increase demand deposits that are low in capital costs and increase the proportion of demand deposits.
(iv) Divert deposits that are high in capital costs to foreign exchange deposits or held as financial planning
commodities.

III. Foreign Exchange — Expand interest spread, increase revenue:
(1) Promote foreign currency loan and international syndicated loans to increase overall revenue.
(i1) Expand deposit base and increase the number of foreign currency deposit customers.
(iii) Increase the amount of foreign currency deposits to support foreign currency loans and international
syndicated loans with a view to reducing the cost of inter-bank lending.
(iv) Increase the amount of foreign exchange business and income from commission & service fees of foreign
currency.

I'V. Non-interest income — Increase the proportion in total revenue:
(1) Increase low-risk commission income:
A. Enhance wealth management clients, develop diverse wealth management products to reinforce sales
development and increase overall revenue.
B. Promote long-term premiums that are paid in installments, introduce new life insurance to different target
groups.
C. Promote trust services including real estate (house building) trust, real estate value trust, ever-rich trust,
charitable trust and public officials property trust.
(i1) Improve performance of financial operations:
A. Improve domestic and overseas stock, fund and bond operations.
B. Stimulate transaction demand for clients’ commercial foreign exchange and financial derivatives.
C. Augment investments in securities denominated in foreign currencies and increase income.

V. Develop Digital Banking — Optimize Online Customer Service:
(1) Continue to improve online banking services and increase the proportion of off-counter transactions.
(i1) Improve overall mobile App service, strengthen safety control of mobile transaction.
(iii) Collaborate with other industries to introduce new payment methods to extend the exposure of e-banking.

(iv) Launch digital banking service in response to the trend of technology development in digital financing.

VI. Strengthen Legal Compliance — Improve operational efficiency and implementation of regulations:
(1) Propose complete plans for adequate compliance with rules and regulations and improve compliance
effectiveness.
(i1) Implement operations regarding monitoring the risk of regulatory changes to prevent breaching of the law.
(iii)) Commit to the implementation of the most up-to-date AML/CFT regulations, CRS regulations, and
regulations regarding PIMS and GDPR. Reinforce legal compliance training of our personnel, and establish
a law-abiding corporate culture.
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Directors Team of BOK

Independent Managing Independent Director
Director Director and Managing Director

Tsung-Kun Lee Wei-Pi Tsai Francis Lee Tzen-Ping Su  Liang-Chien Lee ~ Wen-Yuan Lin

Director Director Director

VII. Internal Control — Balance between risk control and operational efficiency:

(1) Supervisors in each department should reinforce their assistance and monitoring of their branches to bolster
the effectiveness of the second line of defense.

(i1) Continue to strengthen the three line of defense and implement self-auditing and fraud prevention. The
general audit mechanism review will remain to strengthen the internal control system and simplify operating
procedures.

1.2.2 Expected Business Objective

I. Average Deposits Balances : NT$ 225.10 billion.
II. Average Loans Balances : NT$ 182.00 billion.
III. Foreign Exchange Business : US$ 8.60 billion.
IV. Commission and Service Fees : NTS$ 0.6095 billion.

1.3 Development Strategy in Future

The Bank will continue its corporate philosophy of stable growth in business and development in the
Taiwanese market to a greater depth with the expansion of overseas banking business. This will help to enhance
profitability and provide innovative and diversified financial services to customers. The rights and privileges of
customers, shareholders, and employees will be the core value of the Bank. Under the corporate philosophy of
“Stable operation”, “Structure adjustment”, “Profit augmentation”, “Impetus for transformation”, “Emphasis on
internal control” and “Optimization of information”, the Bank will emerge as a first-rate bank among domestic
banks.

1.4 The Impact of the external Competitive Environment, Regulatory Environment, and

Macroeconomic Environment

1.4.1 External competitive environment

The fierce competition in Taiwan’s banking industry has caused an environment of low interest rates.
In return, the market competition further intensified, limiting sources of domestic profit growth. In addition,
operating costs spiked due to the demand for AML/CFT and information security monitors in compliance with
regulations of the governing authority. With the release of “internet-only bank™ licenses, the financial market is
expected to be even more competitive.

1.4.2 Regulatory environment

With global financial liberalization, the advancement of Internet technology, and ever-innovative methods of
money laundering, the Bank is amending its procedure for internal control against AML and CFT, in accordance
with Money Laundering Control Act, Regulations Governing Anti-Money Laundering of Financial Institutions,
and the template of the “Guidelines Governing Anti-Money Laundering and Countering Terrorism Financing” set
out by the relevant association to comply with the law and regulations.

To comply with Regulations Governing the Implementation of the Common Standard on Reporting and
Due Diligence for Financial Institutions (CRS) and Regulations Governing the Exchange of Tax Information
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M?nagmg Independent Director Director Director Director
Director Director
Ho-Chung Fu  Mei-Yueh Ho Richard Lee Chung-Hsin Liu Wayne Tseng  Jueifang P. Chen

Concerning Agreements on Tax Matters (TIEAs), the Bank has been implementing relative CRS procedures
and trainings for opening new accounts as stipulated by CRS for the purpose of performing and reporting due
diligence in accordance with CRS starting the year 2019.

To develop a corporate culture of honesty and transparency and promote a sound corporate operation,
the Bank has set forth “Ethical Corporate Management Best Practice Principles” and “Procedures for
Whistleblowing” to establish a positive image and to create a sustainable environment.

In accordance with the General Data Protection Regulation (GDPR) which came into effect on May 25,
2018, the Bank assessed, according to the requirements of the competent authorities, its compatibility with GDPR
to be extremely low. The Bank will continue to follow the Personal Information Protection Act, and observe the
rules and guidelines set forth by EU / EU members countries for the implementation of personal information
protection mechanisms.

1.4.3 Macroeconomic environment

With the rapid development of global digital technology and the challenges of Banking 4.0, “Banking
everywhere, never at a bank”, the Bank launched a digital financial business development plan through a
comprehensive promotion of the digital transformation strategy in three phases, including the upgrade and
optimization of personal online banking, corporate financial network, and mobile banking app service functions.
The Bank is expanding the functions of its CRM system and developing basic big data analysis. It is developing
big data analysis combined with Al applications, and adjusting for Fintech's development.

1.5 The Bank’s Most Recent Credit Rating Result and Date of Rating

. Long-Term Short-Term National National
Date Rating Agency Outlook
IDR IDR Long-Term Short-Term
Feb. 21 2019 Fitch Australia Pty Ltd. BBB+ F2 AA-(twn) F1+(twn) stable

1.6 Conclusion

The Bank will strive to improve its profitability by exerting its advantages, living up to its philosophy of "seize

the business opportunities of financial science and technology, continue to expand quality credit, expand the scale
of wealth management, enhance investment operating income, implement AML mechanisms, balance north-south

regional layouts, cultivate professional talents and fulfill corporate social responsibility".

Chairman % o j %441, - /Q&?\ President &) ‘ﬁ



2.1 Date of Incorporation : Jan. 13, 1982

2.2 Company History

Formerly Known as “City Bank of Kaohsiung Co., Ltd.” and called “City Bank of Kaohsiung” for short, the
Bank changed the Bank’s name to “Bank of Kaohsiung Co., Ltd.” on Jan. 1, 1994 and hereunder is abbreviated
to “Bank of Kaohsiung” (BOK). In the beginning of the Bank’s establishment, the initial paid-in capital was NT$
450 million, 99.994% of which was put up by the Kaohsiung City Government. In order to positively improve the
operating constitution, strengthen the financial transparency and raise the Bank’s competence, BOK stocks were listed
on the TSE on May 18, 1998. The Bank was privatized on Sep. 27, 1999 and was upgraded as a national bank under
the approval of the Minister of Finance on May 31, 2001.After several capital increases in the past 37 years and the
privatization, the total paid-in capital has amounted to NTD10,403,431,060 to Mar. 2019.

2.3 The status of the following operation in 2018 to the end of March 2019:

2.3.1 Mergers and Acquisition of Banks, direct investment in affiliates and reorganization: None.

2.3.2 Under the category of special financial holding companies: None.

2.3.3 Where the directors and others are required to declare their equity holding pursuant to Article 25-3 of the
Banking Act, their transactions or switching of shares in massive volume: None.

2.3.4 The effect of the change in the management, mode of operation, or significant change in the content of
business on shareholders’ equity: None.

Under the leadership of board of directors and chairman of the board, chief operating team.

President

Jin-Ann Wang

i '? € .
\ Py Fm =N
- ; .
. s
‘ \ N[\
Exec. Vice President Exec. Vice President Exec. Vice President
Johnson Huang  j C.Shou-Jen Chen Tsui-Mei Hsu
Chief Compliance Officer Chief Auditor
Te-Chin Chou Chung-Chen Lin

Note : Exec. Vice President Huang retired on March 1, 2019.



3.1 Organization

3.1.1 Organization Chart
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3.1.2 Major Corporate Functions

L

II.

I1I.

Iv.

VL

VIL

Credit Management Dept. :

Planning, promotion, review, credit investigation, management for loans, economic studies, appraisal of
collateral, overdue loans reminder management and related business guidance and consulting.

Financial & Accounting Dept. :

The management and planning of the accounting, statistics, budget and account settlement, and treasury
operations of the Bank as a whole. Assignment and management of business goals, and evaluation of business
performance.

Financial Markets 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;
foreign exchange transaction ; and management of assets and liabilities.

Risk Management Dept. :

Planning and supervision of the Bank’s risk control.

Business management Dept. :

Comprehensive planning, research, development, and innovation of operations; application and establishment
of branches, relocation planning, issuance and replacement of licenses and certificates for managers; credit
ratings, annual reports, business report compilations; planning, development, and management of deposits and
remittances; management, planning, and supervision of domestic business channeling, front-desk, lottery tickets
and the agency services of related business.

Compliance Dept. :

The planning, management, execution, review, oversight, and training of compliance affairs; administrative
affairs in legal fields, such as the review of contracts and documents, legal consultation, provision of legal
opinion, and litigation processing. The Design and Enforcement of Anti-Money Laundering and Counting
Terrorism Financing.

Executive Administration Dept. :

General administration, cash payment and receiving, fixing and maintenance, property, documentation, seals,
public relations, bill protection and security of branches, and other affairs irrelevant to financial business which
are not managed by any unit of the head office.

VIII.Human Resources Dept. :

IX.

XL

XII.

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

Digital Banking Dept. :

Planning, marketing, management, and optimization of digital banking products, credit cards and other payment
instruments; installation and management of automation service equipment, CRM management and utilization,
social media operation, evaluation and application of new digital businesses.

Information Technology Dept. :

Planning, design and operation management of automation business and information security.

Municipal Treasury Dept. :

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

Business Dept. :

Various types of deposits, loans, foreign exchange, domestic remittance, guarantee, cash payment and receiving,
capital management, and other financial service.

XIII.International Banking Dept. :

Managing, Planning and promotion of foreign remittance, deposits, loans, guarantee, cash payment and
receiving and other foreign exchange business.

XIV.Trust Dept. :

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

XV. Wealth Management Dept. :

Programming, promotion and execution of wealth management business, management and appraisal of wealth
management personnel.

XVI. Insurance Agency Dept

BOK was approved by the competent authority for engagement in planning, promotion, execution, and
management of insurance agency businesses.
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GovernancelReport,

Range of Remunerations
Unit : NT$ Thousand

Name of Directors

Range of Remunerations Total of A+B+C+D Total of A+B+C+D+E+F+G
Companies in the .
BOK T — BOK All investees (J)

Mei-Miao Tseg, Mei-Miao Tseg, Mei-Miao Tseg, Mei-Miao Tseg,
Che Shie, Che Shie, Che Shie, Che Shie,
Ruey-Tsang Lee, Ruey-Tsang Lee, Ruey-Tsang Lee, Ruey-Tsang Lee,
Li- Ming Hsu, Li- Ming Hsu, Li- Ming Hsu, Li- Ming Hsu,
Chen-Cheng Chien, Chen-Cheng Chien, Chen-Cheng Chien, Chen-Cheng Chien,
Yi-Der, Lee, Yi-Der, Lee, Yi-Der, Lee, Yi-Der, Lee,
Chien-Tsai Chao, Chien-Tsai Chao, Chien-Tsai Chao, Chien-Tsai Chao,

under 2 million Jueifang P. Chen, Jueifang P. Chen, Tsung-kun Lee, Tsung-kun Lee,
Tsung-kun Lee, Tsung-kun Lee, Chung-Hsin Liu, Chung-Hsin Liu,
Chung-Hsin Liu, Chung-Hsin Liu, Richard Lee, Richard Lee,
Richard Lee, Richard Lee, Wayne Tseng Wayne Tseng
Wayne Tseng Wayne Tseng Bank of Kaohsiung Corporate |Bank of Kaohsiung Corporate
Bank of Kaohsiung Corporate |Bank of Kaohsiung Corporate |Union, Union,
Union, Union, Jinn Her Enterprise Co., Ltd. |Jinn Her Enterprise Co., Ltd
Jinn Her Enterprise Co., Ltd. |Jinn Her Enterprise Co., Ltd.
Wen-Yuan Lin, Wen-Yuan Lin, Wen-Yuan Lin, Wen-Yuan Lin,

3 st s Pasitoe )= 5 il ek Mei-Yueh Ho, Mei-Yueh Ho, Mei-Yueh Ho, Mei-Yueh Ho,
Tzen-Ping Su Tzen-Ping Su Tzen-Ping Su Tzen-Ping Su

Jueifang P. Chen, Jueifang P. Chen,

e ~ o Yun-Peng Chang, Yun-Peng Chang, Yun-Peng Chang, Yun-Peng Chang,
I e s i Biom Esien ) Kaohsiung City Government | Kaohsiung City Government | Kaohsiung City Government | Kaohsiung City Government
10 million(included) ~ 15 million(uncluded) — — - -

15 million(included) ~ 30 million(uncluded) - — — -
30 million(included) ~ 50 million(uncluded) — — - -
50 million(included) ~ 100 million(uncluded) — — — —
over 100 million — — — —
Total 21,080 21,080 24,829 24,829
Ratio of Remunerations of Remarks
Item |Pirectors to Net Income after Tax (%)
.. |1. The Bank’s policy for payment of compensation: pursuant to the company’s management
Companies in . R . A S .
. policy and Company Act, and subject to the resolution of the Bank’s shareholders’ meeting,
the consolidate . . .
FY BOK . compensation committee and board of directors.
financial
statements |2 The Bank’s standard and portfolio for payment of compensation :

(1) Monthly compensation to the Bank’s directors: the maximum limit to be NT$2,400,000
subject to the resolution of the shareholders’ meeting. The standard governing monthly
compensation per person shall be subject to the decision of the board of directors. Board of]
directors is authorized to approve according to the usual level of other banks.

2018 5.18 5.18 (2) Distribution of earnings: subject to “the Bank’s Articles of Incorporation”, but independent

directors are not eligible for the distribution.

(3) Bonus to directors who are also employees shall be subject to the “Rules Governing
Distribution of Bonus to the Bank’s Staff”.

3. The Bank’s procedure for fixing compensation: to be enforced upon approval of the shareholders’
meeting, compensation committee and board of directors.

2017 5.35 5.35

4. The Bank’s payment of compensation for correlation between business performance and future
risk: There is some correlation among the distribution of bonus to directors, bonus distributed to
directors who are also employees, and the Bank’s business performance. If a director is involved
in illegal activities that caused damages to the Bank, aside from the Audit Committee exercise of]
supervision power and reporting the illegal act to the authorities, the Bank shall take necessary

c ) 0.17) (0.17) punitive action against the director according to applicable laws.
omparison (Explanation 5) | (Explanation 5) |5. The proportion of total remuneration paid to directors in the current year was 5.18% after tax,
decrease by 0.17% compared to FY2017. This was due to the increased in surplus in fiscal

FY2018.
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3.3.2 Compensation of President and Vice President
Unit : NT$ Thousand in Jan. 1~Dec. 31, 2018

Ratio of total

Bonuses and o Compensation
compensation aid to the
Salary (A) Severance Pay (B) Allo(vz:a)nces Bonus of Employee (D) (A+B+CHD) to net pfesident .
_ income (%) vice president
Title Name X X i Compames_ n .| from an invested
Companies Companies Companies BOK the financial Companies company
in the in the in the statements in the
EOK financial EUK financial ER0IE financial E0IE financial Otckfélﬂ;n :d;e
statements statements statements | Cash [Stock| Cash | Stock statements pany
subsidiary
President Jin-Ann Wang
Exec.Vice President|Johnson Huang
L0 VS Tsui-Mei H 12211 | Note2 | 876 | Note2 |[5009| Note2 | 228 | 0 [Note2 |Note2|3.82% | Note2 N
President sui-Mei Hsu X ote ote R ote ote ote 82% ote one
Chief Auditor Chung-Chen Lin
Chief Compliance 5
Officer Te-Chin Chou

Note : 1. The Bank provides included the rental fees of President’s Professional practice site, rental fees of business car and expenses of fuel and driver was offered total
NT$1,500 thousand.
2. The amount of “Companies in the financial statements” is identical to the amount in the cell for "BOK”.

Range of Remunerations
Unit: NT$ Thousand in Jan. 1~Dec. 31, 2018

i Name of President and Vice Presidents
Range of Remunerations -
BOK All investees (E)
under 2 million = _
e s Jin-Ann Wang, Johnson Huang, Tsui-Mei Hsu Jin-Ann Wang, Johnson Huang, Tsui-Mei Hsu
2 arllfeniine vdlad)) -~ 5 millisiaei ed) Chung Chen Lin, Te-Chin Chou Chung.Chen Lin, Te-Chin Chou
5 million(included) ~ 10 million(uncluded) — -
10 million(included) ~ 15 million(uncluded) — —
15 million(included) ~ 30 million(uncluded) — —
30 million(included) ~ 50 million(uncluded) — -
50 million(included) ~ 100 million(uncluded) — —
over 100 million — —
Total 18,325 18,325
Ratio of Remunerations of President
& Exec. Vice President to Net Income Remarks
licm after Tex (%)
Companie?s M |1 The Bank’s policies for payment of remuneration: The Bank’s President is responsible for handling the
FY BOK. the consolidate Bank’s general affairs pursuant to the orders of the Chairman and subject to the resolutions of the Board
financial of Directors. The Vice President is responsible for assisting the President in handling the Bank’s general
statements affairs. The payment of their remuneration shall be subject to the resolutions of the Bank’s Compensation

Committee and Board or Directors.
2. The Bank’s standard and portfolio for payment of remuneration:
(1) Salary: The standard for monthly payment of salary to the President shall be subject to the resolutions
of the Bank’s Compensation Committee and Board or Directors. The monthly payment of salary to
2018 3.82 3.82 the Vice President, Auditor General, and Head Office’s Chief Compliance Officer shall be subject to
the Bank’s “Directions Governing Employee’s Position Ranking & Grading and Salary Payment”
and “Table of Payment for Supervisory Differential Pay.”
(2) Bonus: It is conducted in accordance with the “Implementation Guidelines Governing the Business
Bonus Approving and Issuing.”
(3) Employees’ Compensation: It is conducted in accordance with “Rules Governing the Distribution of
Employees’ Compensation.”
. The procedure for the Bank to decide on remuneration: It will be implemented upon approval of the
Bank’s Compensation Committee and Board or Directors.
The correlation between the Bank’s payment of remuneration/business performance and future risks:
There is a correlation between the bonus and employees’ compensation of the President, Vice President,
Auditor General, and Head Office’s Chief Compliance Officer and the Bank’s business performance.
In cases where the President, Vice President, Auditor General, and Head Office’s Chief Compliance
Officer are involved in illegal activities resulting in losses to the Bank, the Board of Directors shall, by
0.17) 0.17) resolution, discharge them from their positions and terminate the distribution of remuneration, and take
Comparison : ) necessary measures in accordance with relevant laws and regulations.
(Explanation 5) (Explanation 5) |5. The total remuneration to the President and Vice President accounting for net income after tax this year
was 3.82%, decrease by 0.17% compared to FY2017, which was due to the increased in surplus in fiscal
2018.

%)

2017 3.99 3.99

>
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3.3.3 Employees’ bonuses to Managers

CorporatelGovernancejREPOLL

Unit : NT$ Thousand in Dec .31, 2018

Title

Name

Bonus
—in Stock

Bonus
—in Cash

Total

Ratio of Total Amount
to Net Income (%)

Executive
Officers

President

Jin-Ann Wang

Exec. Vice President

Tsui-Mei Hsu

Exec. Vice President and Senior Vice President,
Risk Management Dept.

Johnson Huang

Chief Auditor

Chung-Chen Lin

Chief Secretary

Mei-Ling Chen

Chief Compliance Officer

Te-Chin Chou

Senior Vice President

Yi-Chen Yu

Jung-Tai Chang

Chin-yu Hsueh

Shiu-Hui Liu

J.C. Shou-Jen Chen

I-Fen Chen

Yu-Chin Feng

General Manager

Chiu-Chin Huang

Ying-Chung Lin

Ching-Hui Lin

Yuan-Chin Shiang

Ming-Huang Chung

Ming-Hung Wu

Chiu-Lan Hsu

Ming-Ta Yang

Ching-Tsan Chen

Chi-Jen Lin

‘Wen-Jung Huang

Hsien-Kuo Chen

Ting-Kuang Huang

Li-Hwa Chen

Wei-Min Wu

Shiow-Lien Su

Shu-Z. Chen

Mei-Chu Chang

His-Chich Wu

Wei-Tiu Huang

Hsiu-Yen Wu

Ying-Mien Hsu

Hsien-Cheng Huang

Chun-Wen Chen

‘Wen-Hau Sher

Chiung-Wen Chang

Tai-Lu Tu

Hueng-Fen Yen

Tung-Feng Wu

Don Huang

Hwa-Jen Lee

Su-Mo Liang

Pei-Fang Wang

Yu-Huey Tsao

Chuan-Pin Kao

Tung-Chiang Sung

Shou-Cheng Yen

Wen-Lung Ting

Ming-Jung Sun

Chia-Hung Chen

Hui-Wen Chiu

1,991

1,991

0.42

Note: Employees' bouns amount listed, the Department of the FY 2019 by the board of managers of the proposed allotment of employee compensation amount.
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3.4 Implementation of Corporate Governance

3.4.1 Board of Directors

A total of 9 meetings of the board of directors were held in FY 2018. Director attendance was as follows:

Title Name Aﬁendance i Atte'ndz‘x’nce Remarks
in Person | proxy | ratio (%)
" Yun-Peng Chang
Chaities (Representative of Kaohsiung City Government) e g =
Indepepdent .Director and Wen-Yuan Lin 3 1 89
Managing Director
R Retired Managing Director in
WD iR Do %l;elvr[elzlslgnlgastlilve of Kaohsiung City Government) ! v 3 £ 2L, A0,
P gLy 2 times attendance in 2018.
Managing Director Chen-Cheng Chien 4 1 67 Retired in Nov.5, 2018.
ging (Representative of Kaohsiung City Government) 6 times attendance in 2018.
. . Yi-Der, Lee Director elected as Managing
MEREIIBIDNCsT (Representative of Kaohsiung City Government) J 2 e Director in May 10, 2018.
New Director in Nov.12, 2018.
. . Mei-Miao Tseg Director elected as Managing
Ll Sl (Representative of Kaohsiung City Government) 2 0 2 Director in Nov. 22, 2018.
2 times attendance in 2018.
Independent Director Mei-Yueh Ho 6 3 67
Independent Director Tzen-Ping Su 9 0 100
Director Che Shie 2 0 29 New Director in May 2, 2018.
(Representative of Kaohsiung City Government) 7 times attendance in 2018.
; Chien-Tsai Chao
Rl (Representative of Kaohsiung City Government) v 2 78
. Tsung-kun Lee
DA 52 (Representative of Kaohsiung City Government) g v R
. Chung-Hsin Liu
LDz 01 (Representative of Jinn Her Enterprise Co., Ltd.) & v by
; Richard Lee
Dl (Representative of Jinn Her Enterprise Co., Ltd.) 2 v 2
. Wayne Tseng
Do (Representative of Jinn Her Enterprise Co., Ltd.) g 0 -8
: Jueifang P. Chen
DI Representative of Bank of Kaohsiung Corporate Union ) o g =

Other Mandatory Provisions:

If any of the following is applicable to the operation of the Board:

I. Anything inscribed in Article 14-3 of the Securities and Exchange Act:

Opinions of

Bpard o Content of the motions in the session of the Board | Independent Laiieinol e Sy Uit oLy i opinions ol e
Directors : Independent Directors and resolutions
Directors
8th board of 1. Discuss the restrictions on the suspension of the None Action in response to the opinions : None.
directors' meeting| Bank Chairman Yun-Peng Chang. Resolution :
of 13th term There were 13 Directors in the session. Chairman Yun-
(2018.02.23) Peng Chang and recused themselves to avoid conflict of|

interest. The rest of the Directors voted in favor of the
motion of ratification with common consent.

. Discussion The Bank increased the rent of the

second floor of the second floor of the service
center of the Gangshan Benjhou Industrial Park in
Kaohsiung City (No.17, Bengong Road, Gangshan
District, Kaohsiung City) as the business place of|
the Bank's " Gangshan Benjhou Branch ".

None

Action in response to the opinions : None.

Resolution :

There were 13 Directors in the session. Chairman Yun-
Peng Chang, Managing Director Li-Ming Hsu, Managing
Director Chen-Cheng Chien, Director Yi-Der Lee,
Director Chien-Tsai Chao, and Directors Tsung-kun Lee
are stakeholders, and recused themselves to avoid conflict
of interest. The rest of the Directors voted in favor of the
motion with common consent.
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Opinions of

I];oard ot Content of the motions in the session of the Board | Independent sholitom sif s Cloimyzing 10 response o e OpIions aifilie
irectors Di Independent Directors and resolutions
irectors
3. To enhance the effectiveness of internal control None Action in response to the opinions : None.
operations, we will discuss the Bank's “Main Resolution :
Points of Implementation of Three Lines of Internal Directors in the session acted in favor of the motion of
Control” . ratification with common consent.
9th board of 1. Supplementary information on the adjustment of] None Action in response to the opinions : None.
directors' meeting| the Internal Audit Plan of BOK in 2018. Resolution :
of 13th term Directors in the session acted in favor of the motion of
(2018.03.22) ratification with common consent.
2. BOK established the “Guidelines for Anti- None Action in response to the opinions : None.
Money Laundering and Combating the Financing Resolution :
of Terrorism”  in response to the amendment Directors in the session acted in favor of the motion of
to the “Money Laundering Control Act” and ratification with common consent.
“Important Notice to Banks in AML/CFT” , and
the enactment of the “Counter-Terrorism Financing
Act” .
3. In order to enhance the competitiveness of wages None Action in response to the opinions : None.
and encourage the morale of employees, we will Resolution :
discuss the salary increase of 1% of the employees, There were 11 Directors in the session. Chairman Yun-
and at the same time, we will work together to Peng Chang and recused themselves to avoid conflict of|
amend the “BOK Deputy General Manager's interest. The rest of the Directors voted in favor of the
salary scale for the following employees” . motion of ratification with common consent.
11th board of 1. Ratify and assign Shi-fang Wang on behalf of the None Action in response to the opinions : None.
directors’ Company as the seventh legal representative of] Resolution :
meeting of the transfer business “Kaohsiung Rapid Transit There were 11 Directors in the session. Chairman Yun-
13th term Corporation” . Peng Chang, Managing Director Chen-Cheng Chien,
(2018.06.20) Director Chien-Tsai Chao, and Directors Tsung-kun Lee
are stakeholders, and recused themselves to avoid conflict
of interest. The rest of the Directors voted in favor of the
motion with mutual consent.
2. Amend Articles 6 and 7 of the Bank's "Code of] None Action in response to the opinions : None.
Practice for the Implementation of the Legal Resolution :
Enforcement System". Directors in the session acted in favor of the motion of|
ratification with common consent.
12th board of 1. To ratify some of the provisions of the revised None Action in response to the opinions : None.
directors’ “Compensation System for Securities Dealers” Resolution :
meeting of and the “Complimentary Rules for Internal Audit Directors in the session acted in favor of the motion of|
13th term of Securities Dealers” . ratification with common consent.
(2018.08.16) 2. To consider the tender for the loan to the various None Action in response to the opinions : None.
agencies, transfer investments and affiliated units of] Resolution :
Kaohsiung City in 2018, and authorize the bidding There were 12 Directors in the session. Chairman Yun-
quota of the Business Dept. and the bidding rate. Peng Chang, Director Che Shie, Director Chien-Tsai
Chao, and Directors Tsung-kun Lee are stakeholders, and
recused themselves to avoid conflict of interest. The rest
of the Directors voted in favor of the motion with common
consent.
3. To revise the business of the sub-sector, to None Action in response to the opinions : None.
cope with the "Procedures for the Prevention of] Resolution :
Money Laundering and Anti-Terrorism" and the Directors in the session acted in favor of the motion of|
"Assessment of Money Laundering and Risks ratification with common consent.
and the Relevant Prevention and Control Plans"
of the relevant associations of The Bankers
Association of the Republic of China and other
relevant associations. Discuss and revise the Bank's
various business "Models for Preventing Money
Laundering and Fighting against Terrorism"
and "Assessing the Risks of Money Laundering
and Risks and Establishing Control Plans and
Procedures".
4. Amendment to the “Procedures for Derivative None Action in response to the opinions : None.
Trade” of BOK in part. Resolution :
Directors in the session acted in favor of the motion of
ratification with common consent.
5. Amendment to the “Regulations Governing None Action in response to the opinions : None.
Derivative Trade of BOK at International Banking Resolution :
Branches” in part. Directors in the session acted in favor of the motion of
ratification with common consent.
6. Discuss the original nuclear loan Wei Chih None Action in response to the opinions : None.

Steel Industry Co., Ltd., apply for the change of]
repayment method and the credit of the collateral.

Resolution :

There were 12 Directors in the session. Director Wayne
Tseng and recused themselves to avoid conflict of interest.
The rest of the Directors voted in favor of the motion with
common consent.
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Opinions of

term (2018.11.08)

and the fees incurred from the “Special Audit on
the Internal Control System” in 2018.

Bpard okt Content of the motions in the session of the Board | Independent Ao 6l s Cormpay 1N response to fhe opnions oif e
Directors : Independent Directors and resolutions
Directors
14th board of 1.Review the continued appointment of “Crowe None Action in response to the opinions : None.
directors’ Horwath (TW) CPAs” in 2019 for the “financial Resolution :
meeting of 13th and tax audit and certification” of BOK in 2019, Directors in the session acted in favor of the motion of|

ratification with common consent.

Implementation of the Internal Control Auditing
System and the Soliciting and Handling System of|

the Insurance Agent Business” . of BOK in part.

2. Discussion The Bank renewed and leased the None Action in response to the opinions : None.
municipally owned houses under the administration Resolution :
of the Kaohsiung City Administration and There were 11 Directors in the session. Chairman Yun-
International Office, the San Min District Office of] Peng Chang, Managing Director Yi-Der Lee, Director
Kaohsiung City and the Hsiao Kang District Office Chien-Tsai Chao, and Directors Tsung-kun Lee are
as the business premises of the Shih Fu Branch, the stakeholders, and recused themselves to avoid conflict
Wan Nei Branch and the Hsiao Kang Branch. of interest. The rest of the Directors voted in favor of the
motion with common consent.
3. Discussion and revision of the Bank's None Action in response to the opinions : None.
"Consultation of Insurance Agents' Prevention of| Resolution :
Money Laundering and Counter-terrorism" and Directors in the session acted in favor of the motion of|
its appendix "Suspected Money Laundering or ratification with common consent.
Terrorism Trading Situation", "Participating in
Insurance Agent Business Assessment of Money
Laundering and Risk of Risk of Terrorism" Cum to
set up prevention plans and procedures."
15th board of 1. The design of the 2018 Internal Audit Plan. None Action in response to the opinions : None.
directors’ Resolution :
meeting of Directors in the session acted in favor of the motion of|
13th term ratification with common consent.
(2018.12.20) 2.Review the internal audit plan on the operation of] None Action in response to the opinions : None.
securities dealing undertaken by BOK in 2018. Resolution :
Directors in the session acted in favor of the motion of]
ratification with common consent.
3. Amendment to the “Procedures for Derivative None Action in response to the opinions : None.
Trade” of BOK in part. Resolution :
Directors in the session acted in favor of the motion of|
ratification with common consent.
4. Amendment to the “Measures for Risk None Action in response to the opinions : None.
Management of Derivative Trade” of BOK in Resolution :
part. Directors in the session acted in favor of the motion of|
ratification with common consent.
5. Amendment to the “Guidelines for the None Action in response to the opinions : None.

Resolution :
Directors in the session acted in favor of the motion of]
ratification with common consent.

II. In addition to the aforementioned issues, other issues related to the resolution of the Board which are expressed

objections or reservations by the Independent Directors on record or in written declarations: None.

III. The acions of directors in preventing a “conflict of interest”:

(i) 8th board of directors' meeting of 13th term (2018.02.23)
A. Discuss the restrictions on the suspension of the Bank Chairman Yun-Peng Chang. Acting Chairman Yun-

Peng Chang and recused themselves to avoid conflict of interest. The rest of the Directors voted in favor of

the motion of ratification with common consent.

B. Discussion The Bank increased the rent of the second floor of the second floor of the service center of the

Gangshan Benjhou Industrial Park in Kaohsiung City (No.17, Bengong Road, Gangshan District, Kaohsiung

City) as the business place of the Bank's " Gangshan Benjhou Branch ". Related Party Legal Representative

of the Kaohsiung City Government, Acting Chairman Yun-Peng Chang, Managing Director Li-Ming Hsu,

Managing Director Chen-Cheng Chien, Director Yi-Der Lee, Director Chien-Tsai Chao, and Directors

Tsung-kun Lee avoided participation in the discussion.
(ii) 9th board of directors' meeting of 13th term (2018.03.22)
In order to enhance the competitiveness of wages and encourage the morale of employees, we will discuss

the salary increase of 1% of the employees, and at the same time, we will work together to amend the “BOK

Deputy General Manager's salary scale for the following employees”. Acting Chairman Yun-Peng Chang

FY2015
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and recused themselves to avoid conflict of interest. The rest of the Directors voted in favor of the motion of
ratification with common consent.
(iii) 11th board of directors’ meeting of 13th term (2018.06.20)
Ratify and assign Shi-fang Wang on behalf of the Company as the seventh legal representative of the transfer
business “Kaohsiung Rapid Transit Corporation”. Related Party Legal Representative of the Kaohsiung City
Government, Acting Chairman Yun-Peng Chang, Managing Director Chen-Cheng Chien, Director Chien-Tsai
Chao, and Directors Tsung-kun Lee avoided participation in the discussion.
(iv) 12th board of directors’ meeting of 13th term (2018.08.16)
A. To consider the tender for the loan to the various agencies, transfer investments and affiliated units of
Kaohsiung City in 2018, and authorize the bidding quota of the Business Dept. and the bidding rate. Related
Party Legal Representative of the Kaohsiung City Government, Acting Chairman Yun-Peng Chang, Director
Che Shie, Director Chien-Tsai Chao, and Directors Tsung-kun Lee avoided participation in the discussion.
B. Discuss the original nuclear loan Wei Chih Steel Industry Co., Ltd., apply for the change of repayment
method and the credit of the collateral. Acting Director Wayne Tseng and recused themselves to avoid
conflict of interest. The rest of the Directors voted in favor of the motion with common consent.
(v) 14th board of directors’ meeting of 13th term (2018.11.08)
Discussion The Bank renewed and leased the municipally owned houses under the administration of the
Kaohsiung City Administration and International Office, the San Min District Office of Kaohsiung City and
the Hsiao Kang District Office as the business premises of the Shih Fu Branch, the Wan Nei Branch and
the Hsiao Kang Branch. Related Party Legal Representative of the Kaohsiung City Government, Acting
Chairman Yun-Peng Chang, Managing Director Yi-Der Lee, Director Chien-Tsai Chao, and Directors Tsung-
kun Lee avoided participation in the discussion.
IV. Progress assessment of the 2018 agenda — empowerment of the Board of Directors:
All members of the Bank’s Board of Directors execute business with care and loyalty, and perform their duty
according to the relevant laws and the Bank’s articles of incorporation to protect the Bank’s and shareholders’

interests and rights.

3.4.2 Independent Director attendance

O Attendance in Person: A : By proxy: * : Absence

8th of 9th of 10th of 11th of 12th of 13th of 14th of Tegg;‘“?ry 15th of
2018 13th term 13th term 13th term 13th term 13th term 13th term 13th term 13th t:rm 13th term
(2018.02.23) | (201803.22) | (201805.10) | (2018.0620) | (2018.08.16) | (201810.11) | QOIS1L08) | 51 ) | (2018.12.20)
Wen-Yuan Lin O O O O A O O O O
Mei-Yueh Ho O O AN O O O AN A O
Tzen-Ping Su O O O O O O O O O

3.4.3 Audit Committee operating scenario

The annual meeting of the Audit Committee in 2018, the Audit Committee attended the scenario as follows:

Title Name Attendance in Person By proxy Attendance ratio (%) Remarks
Audit Committee Mei-Yueh Ho 6 0 100
Audit Committee Wen-Yuan Lin 2 4 33
Audit Committee Tzen-Ping Su 6 0 100
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Other Mandatory Provisions:

If any of the following is applicable to the operation of the Audit Committee:

I. Anything inscribed in Article 14-5 of the Securities and Exchange Act, and resolutions not approved by the audit

committee but were approved by more than two thirds of all Audit Committee

Anything inscribed | Resolutions not approved by
Board of Directors Content of the Motions in the session of the Board mn Artlclg !4_50f (it it i i e
the Securities and approved by more than two
Exchange Act thirds of all Audit Committee
8th board of directors' | 1. Discuss the restrictions on the suspension of the Bank
meeting of 13th term Chairman Yun-Peng Chang. 4 None
(2018.02.23)
2. Discussion The Bank increased the rent of the second floor of
the second floor of the service center of the Gangshan Benjhou
Industrial Park in Kaohsiung City (No.17, Bengong Road, v None
Gangshan District, Kaohsiung City) as the business place of
the Bank's " Gangshan Benjhou Branch ".
3. To enhance the effectiveness of internal control operations, we
will discuss the Bank's “Main Points of Implementation of v None
Three Lines of Internal Control” .

The resolution of the Audit Committee (2018.02.23): The members of the Audit Committee acted in favor of the motion

as stated with common consent.

Action of the Company in response to the opinions of the Audit Committee:

@ Motion No. 1 was passed by all Directors in common consent except Chairman Yun-Peng Chang and recused
themselves to avoid conflict of interest. The rest of the Directors voted in favor of the motion of ratification with
common consent.

@ Motion No. 2 was passed by all Directors in common consent except Chairman Yun-Peng Chang, Managing Director
Li-Ming Hsu, Managing Director Chen-Cheng Chien, Director Yi-Der Lee, Director Chien-Tsai Chao, and Directors
Tsung-kun Lee avoided participation in the discussion.

9th board of directors'
meeting of 13th term
(2018.03.22)

1. Attached are the consolidated and separate financial statements
of 2017 (2017.1.1 to 2017.12.31) and the Auditor’ s Report v
issued by Crowe Horwath (TW) CPAs.

None

2. The proposal for the distribution of earnings for BOK in 2017

(2017.1.1 to 2017.12.31). et

3. Amendment to the contents of Article 21 and Article 25 of the v

“Atrticles of Incorporation” of BOK. None

4. Supplementary information on the adjustment of the Internal v

Audit Plan in 2018. None

5.Review the “Declaration of the Internal Control System” and
the “Assessment Report of BOK on the Implementation of the v
Internal Control System” in 2017.

None

6.BOK established the “Guidelines for Anti-Money Laundering
and Combating the Financing of Terrorism” in response to
the amendment to the “Money Laundering Control Act” v
and “Important Notice to Banks in AML/CFT” , and the
enactment of the “Counter-Terrorism Financing Act” .

None

The resolution of the Audit Committee (2018.03.12): The members of the Audit Committee acted in favor of the motion
as stated with common consent.

Action of the Company in response to the opinions of the Audit Committee:

Directors in the session acted in favor of the motion of ratification with common consent.

11th board of directors'
meeting of 13th term
(2018.06.20)

1. Ratify and assign Shi-fang Wang on behalf of the Company

as the seventh legal representative of the transfer business v None
“Kaohsiung Rapid Transit Corporation” .
2. Amend Articles 6 and 7 of the Bank's "Code of Practice for the v None

Implementation of the Legal Enforcement System".

The resolution of the Audit Committee (2018.06.07) : The members of the Audit Committee acted in favor of the motion

as stated with common consent.

Action of the Company in response to the opinions of the Audit Committee:

@Motion No. 1 was passed by all Directors in common consent except Chairman Yun-Peng Chang, Managing Director
Chen-Cheng Chien, Director Chien-Tsai Chao, and Directors Tsung-kun Lee avoided participation in the discussion.

@ Motion No. 2 was passed by all Directors in the session acted in favor of the motion of ratification with common
consent.
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Board of Directors

Anything inscribed
in Article 14-50f
the Securities and
Exchange Act

Resolutions not approved by
the audit committee but were
approved by more than two
thirds of all Audit Committee

Content of the Motions in the session of the Board

12th board of directors'
meeting of 13th term
(2018.08.16)

1. To ratify some of the provisions of the revised “Compensation
System for Securities Dealers” and the “Complimentary
Rules for Internal Audit of Securities Dealers” .

v

None

2. To consider the tender for the loan to the various agencies,
transfer investments and affiliated units of Kaohsiung City in
2018, and authorize the bidding quota of the Business Dept.
and the bidding rate.

None

3. To revise the business of the sub-sector, to cope with the
"Procedures for the Prevention of Money Laundering and
Anti-Terrorism" and the "Assessment of Money Laundering
and Risks and the Relevant Prevention and Control Plans" of
the relevant associations of The Bankers Association of the
Republic of China and other relevant associations. Discuss
and revise the Bank's various business "Models for Preventing
Money Laundering and Fighting against Terrorism" and
"Assessing the Risks of Money Laundering and Risks and
Establishing Control Plans and Procedures".

None

4. Amendment to the “Procedures for Derivative Trade” of

BOK in part. None

5. Amendment to the “Regulations Governing Derivative Trade

of BOK at International Banking Branches” in part. NS

6. Discuss the original nuclear loan Wei Chih Steel Industry Co.,
Ltd., apply for the change of repayment method and the credit
of the collateral.

v

None

The resolution of the Audit Committee (2018.08.06) : The members of the Audit Committee acted in favor of the motion

as stated with common consent.

Action of the Company in response to the opinions of the Audit Committee:

@Motion No. 2 was passed by all Directors in common consent except Chairman Yun-Peng Chang, Director Che Shie,
Director Chien-Tsai Chao, and Directors Tsung-kun Lee avoided participation in the discussion.

@ Motion No. 6 was passed by all Directors in common consent except Director Wayne Tseng avoided participation in
the discussion.

14th board of directors'
meeting of 13th term
(2018.11.08)

1.Review the continued appointment of “Crowe Horwath

(TW) CPAs” in 2019 for the “financial and tax audit and

certification” of BOK in 2019, and the fees incurred from the
“Special Audit on the Internal Control System” in 2018.

None

2. Discussion The Bank renewed and leased the municipally
owned houses under the administration of the Kaohsiung City
Administration and International Office, the San Min District
Office of Kaohsiung City and the Hsiao Kang District Office
as the business premises of the Shih Fu Branch, the Wan Nei
Branch and the Hsiao Kang Branch.

None

3. Discussion and revision of the Bank's "Consultation of
Insurance Agents' Prevention of Money Laundering and
Counter-terrorism" and its appendix "Suspected Money
Laundering or Terrorism Trading Situation", "Participating in
Insurance Agent Business Assessment of Money Laundering
and Risk of Risk of Terrorism" Cum to set up prevention plans
and procedures."

None

The resolution of the Audit Committee (2018.10.24) : The members of the Audit Committee acted in favor of the motion

as stated with common consent.

Action of the Company in response to the opinions of the Audit Committee:

@Motion No. 1 and No. 3 were passed by all Directors in the session acted in favor of the motion of ratification with
common consent.

@ Motion No. 2 was passed by all Directors in common consent except Chairman Yun-Peng Chang, Managing Director
Yi-Der Lee, Director Chien-Tsai Chao, and Directors Tsung-kun Lee avoided participation in the discussion.
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Anything inscribed | Resolutions not approved by
Board of Directors Content of the Motions in the session of the Board n Artlclg !4-50f RT3 LT TS
the Securities and approved by more than two
Exchange Act thirds of all Audit Committee
s .board @it et 1. The design of the 2018 Internal Audit Plan. v None
meeting of 13th term
(2018.12.20)
2.Review the internal audit plan on the operation of securities v None
dealing undertaken by BOK in 2018.
3. Newly set up the Bank's "Code of Integrity Code". v None
4. Amendment to the “Procedures for Derivative Trade” of
. v None
BOK in part.
5. Amendment to the “Measures for Risk Management of v None
Derivative Trade” of BOK in part.
6. Amendment to the “Guidelines for the Implementation of
the Internal Control Auditing System and the Soliciting and v None
Handling System of the Insurance Agent Business” . of BOK
in part.

The resolution of the Audit Committee (2018.12.06) : The members of the Audit Committee acted in favor of the motion
as stated with common consent.

Action of the Company in response to the opinions of the Audit Committee:

Directors in the session acted in favor of the motion of ratification with common consent.

II. The effort of audit committee in preventing a “conflict of interest™:
No proposal concerning the interests of independent directors in this year.

III. The communication between independent directors and internal audit supervisors and CPAs who serve as external

auditors:

(i) Operation reports of internal auditing are periodically submitted to the Audit Committee for discussion, and
internal audit supervisors all participate in the meeting.

(i) When financial reports are submitted to the Audit Committee, CPAs who serve as external auditors are invited
to the meeting and required to respond to the questions made by independent directors.

3.4.4 For the Disclosures Required by the “Guidelines for Bank Corporate Governance” : Please refer to www.bok.

com.tw.

3.4.5 The Differences between the Corporate Governance Practice of the Bank and the “Guidelines for Bank Corporate

Governance™:

Operation The Difference from Coporate
Item Governace Best Practice Principles
Yes|No Summary Description for Banking Industry and Reason
A. Equity Structure and Shareholder Rights
1. Did the bank expressly provide internal operation | v* The bank has installed hot lines and e-mail boxes | No Deviation
procedures that process the recommendations from, exclusively for shareholders' suggestions and
questions from, and litigations with shareholders and resolutions.
implement these rules according to procedures?
2. Is the bank in touch with major shareholders who | v/ The major shareholder of the Bank is Kaohsiung | No Deviation
own actual controlling interests of the bank and the City Government, holding 43.13% of the Bank's
ultimate entity with controlling interest? shares. Its representative also performs his duty
pursuant to the rules governing investment by
Kaohsiung City Government in the Bank.
3. Did the bank create and enforce the risk control | v/ The bank controls its affiliated enterprises in | No Deviation

mechanisms and the firewall between itself and
affiliated corporations?

accordance with the guidelines governing the Bank's
supervision of subsidiaries.
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Operation The Difference from Coporate
Item Governace Best Practice Principles
Yes|No Summary Description for Banking Industry and Reason
B. Organization and Responsibilities of the Board of
Directors
1. Aside from creating the Remuneration Committee v | The bank didn’ t create other functional |The bank didn't create
and the Audit Committee as required by law, did the committees voluntarily. other functional
bank create other functional committees voluntarily? committees voluntarily.
2. Did the bank review the independence of the CPAs | v/ 1. Assessments: No Deviation
that perform the audit function on a regular basis? The bank engaged Crowe Horwth CPAs as auditor
in 2018. The CPAs and auditor of the firm do not
act as a director, supervisor, or employee of the
Bank; nor have they own, directly or indirectly,
more that 1% of the Bank's outstanding share
capital or become one of the Bank's top ten natural
person shareholders. The auditor's firm issued a
declaration of independence.
2. Frequency of assessment:
The assessment of independence is reported to the
Board of Directors once a year.
C. If the bank is listed on the TWSE or Gre Tai Securities | v/ The Secretariat of the Board is the designated body | —
Market, is there a designated full-time (part-time) body responsible for corporate governance and related
or personnel responsible for corporate governance and matters.
related matters (including but not limiting to providing
information to the Directors and Supervisors related
to the performance of assigned duties, issues related
to the Board or the Shareholders' Meeting as required
by law, company registration and registration for
change, preparation of minutes of Board meetings and
Shareholders’ meetings on record)?
D.Did the Communication Channels with the Related | v/ The bank has appointed a spokesperson, installed |No Deviation
Parties (including but not limiting to shareholders, toll-free hot line and email box to provide
employees, and customers)? suggestion and explanation about questions to the
Bank's customers and shareholders. Meanwhile, the
Bank also holds the community wealth management
symposiums and provides the in-house staff with
the information about the corporate governance
irregularly, and discloses the financial information in
MOPS.
E. Disclosure of Information
1. Did establishment of a website where information | v/ The bank has established a website (www.bok.com. |No Deviation
on financial operations and corporate governance is tw) where information on financial operations and
disclosed? corporate governance of the Bank is disclosed.
2. Did the Bank has other methods for information | v/ Users can click and log in to the English website of [No Deviation
disclosure(such as the installation of website in the Bank through the URL listed above. The Bank
English language, appointment of designated has appointed a spokesperson. The spokesperson
personnel for the collection and disclosure of the is Hsu Tsui-Mei, who also serves as a Exec.vice
Bank, proper implementation of the system of president. The Bank has also designated a unit
spokesman, loading the video covering the entire dedicated to serving as a point of contact for the
process of institutional investors conference to the Market Observation Post System. Business units
website)? in charge of all services perform the gathering and
disclosure of information as required.

F. Are There Other Important Information to understand Corporate Governance Practice of the Bank (including but not limiting to the rights of

employees, employee concern, investor relation, stakeholders’

rights and privileges, the continuing education of the Directors and Supervisors,

risk management policy and performance of risk assessment actions of customer policy, taking liability insurance for the Directors and
Supervisors of the Bank , donation to political parties, stakeholders, and charity groups) ?

1.

oo

With investor related: The major shareholder of the Bank is Kaohsiung City Government, holding 43.13% of the Bank's shares. Its
representative also performs his duty pursuant to the rules governing investment by Kaohsiung City Government in the Bank.

2. Employee rights: Please refer to page 71 "5.6.11V Fulfillment of Employee Rights".

3. Right of related parties: Please refer to page 30 "D. Did the communication channels of the Bank and the related parties ".
4.
5
6

Training record of directors in 2018 : Please refer to page 37~38 Appendix Training record of directors in2018.

. Execution of risk management policies and risk measuring standards : Please refer to page 181~190 "This Bank's risk management systems".
. Execution of customers' policies : In order to improve the services provided to customers and communication with customers, we have a toll

free hot line, and customer service window setup exclusively for credit, financial derivatives and negotiation mechanisms for consumers’
financial debt.

. Purchase of liability insurance by the Bank for directors and managers : The Bank has purchased
Insurance” from Shinkong Fire & Marine Insurance Co., Ltd. On Jun. 2, 2018.

“Directors & Officers Liability

. The Bank made a donation to political parties or stakeholders or a group of public welfare:

Please refer to page 69~70 “Social Responsibility and Moral Behavior of the Bank” , In addition, the Bank has never made a donation to
political parties or stakeholders.

G.Specify the status of corrective action taken in accordance with the corporate governance evaluation result disclosed by the Corporate
Governance Center of Taiwan Stock Exchange Corporation covering the most recent year. If corrective action has not been accomplished,
specify the priority of improvement and measures for this purpose: we have disclosed the corporate governance evaluation result of the Bank
in 2018, and were ranked among top 21%~35% of the group of TWSE-listed companies. In response to internationalization, the Bank will
strengthen the English translation of financial statements and handbook for the annual meeting of shareholder in the coming year.
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3.4.6 Duty and Implementation of the Remuneration Committee

I . Members of the Remuneration Committee

/

Criteria Meet One of the Following Professional Qualification Ty Number of
Requirements, Together with at Least Five Years Work Experience LTS T Ee Gl 2 N Other Public
An Instructor or Higher |A Judge, Public Have Work Compgmes
Position in a Department |prosecutor, attorney, CPA, | Experience in in Which the
of Commerce, Law, or Other professional or  |the Areas of Individual is
Position Finance, Accounting, technical Specialist Who |Commerce, Concurrently |Remarks
or Other Academic has Passed a National Law, finance, 1121314l5]6!l7]|sg|Servingas
Department Related to  |Examination and been or accounting, Members
the business Needs of ~ |Awarded a Certificate in a |or Otherwise
- ; . of the
the Bank in a public or |Profession Necessary for |Necessary for R .
N private Junior college, |the Business of the Bank |the Business of] emun.eratlon
College or university the Bank Committee
Independent| .\ ping Su v |vivlviviviv|v|v] None
Director
Independent |y, vyan Lin v vivivivivivivv I
Director
Independent | 1.; viieh Ho 7 A2 27 2
Director

Note :Please tick the corresponding boxes if the members have been any of the following during the two years prior to being elected or during the term of office.

1. Not an employee of the Bank or any of its affiliates.

2. Not a director or supervisor of the Bank or any of its affiliates. The same does not apply, however, in cases where the person is an independent director of the
Bank, its parent company, or any subsidiary in which the Bank holds, directly or indirectly, more the 50% of the voting shares.

3. Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under others’ names,
in an aggregate amount of 1% or more of the total number of outstanding share of the Bank or ranking in the top 10 in holdings.

4. Not a spouse, relative within the second degree of kinship, or lineal relative within the fifth degree of kinship, of any of the persons in the preceding three
subparagraphs.

5. Not a director, supervisor, or employee of a corporate shareholder that directly holds 5% or more of the total number of outstanding share of the Bank or that
holds shares ranking in the top five in holdings.

6. Not a director, supervisor, officer, or shareholder holding 5% or more of the share, of a specified company or institution that has a financial or business
relationship with the Bank.

7. Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that,
provides commercial, legal, financial, accounting services or consultation to the Bank or to any affiliate of the Bank, or a spouse therof.

8. Not been a person of any conditions defined in Article 30 of the Company Law..

IT. Duties of the Remuneration Committee
(1) Drafting and periodically reviewing the policies, regulations, standards, and structures of performance
evaluation and remuneration for directors and managers.
(i1) Periodically evaluating and drafting the remuneration for directors and managers.
IIl. Implementation of the Remuneration Committee
(1) Members of the Remuneration Committee: 3 persons.
(i1) Term: From Jun. 22, 2017 to Jun.21, 2020. A total of 4 meetings (A) of the Remuneration Committee were

held in FY 2018, members attendance was as follows:

Title Name TR e By proxy Attendance ratio (%) Remarks
(B) (B/A)
Convener Tzen-Ping Su 4 0 100%
member Wen-Yuan Lin 2 2 50%
member Mei-Yueh Ho 4 0 100%

Other matters that should be recorded:

1. If the Board of Directors refuses to accept or modify the suggestions of the compensation committee, the meeting date, term, agenda content,
resolution and the bank’s treatment of the compensation committee’s opinion should be clearly stated (for example, if the Board of Directors
approved a compensation structure that is better than the Compensation Committee’s recommendation, the circumstance and the reason of the
difference should be clearly stated): The Board takes the advice of the Remuneration Committee and approves the Committee’s proposal on
remuneration distribution.

2. If the members have opposite opinion or reservations against the resolution of the Compensation Committee and such opposing opinion or
reservations have been recorded or documented, the meeting date, term, agenda content, the opinion of all members, of the Compensation
Committee, and the treatment of the members’ opinion should be clearly stated: None.
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3.4.7 The Bank Performing its Social Responsibility

Item

Operation

Deviations from “Corporate
Social Responsibility

No

Summary Description

Best Practice Principles
for TWSE/GTSM Listed
Companies” and reasons

A. Implementing and promoting corporate
governance

1. Did the bank codify corporate social
responsibility policies or regulations
and review their implementation?

2. Did the bank provide the courses of
social responsibility training on a
regular basis?

v

1.The Bank prepares a CSR report annually starting
from 2015 to disclose specific measures and
the implementation result of corporate social
responsibility.

2.BOK passed the “BOK Corporate Social
Responsibility Best Practice Principles” by the Board
in a session held on 2016.12.22.

In order to implement corporate ethics and promotional
matters, relevant courses are held annually (such
as business rules and professional ethics seminars)
and directors and employees are sent irregularly to
participate in relevant professional courses held by
professional training institutions.

No Deviation

No Deviation

to enhancing the effective use of
all resources and making use of
recycled materials that pose the least
impact to the environment?

energy usage, including:

1. Saving electricity: The Bank uses TS or LED
lighting fixtures that are energy-efficient, Principles
are all LED lamps, sets the air conditioning one or
two degrees higher than required, and maintains
equipment and cleans filters on a regular basis,
Add air circulation fan to improve cooling room
efficiency. After business hours, employees turn off
power of office equipment or unplug them.

3. Did the bank create a business |V The Bank has created a business unit dedicated to |[No Deviation
unit that is dedicated to promoting promoting CSR. The Executive Administration Dept.
corporate social responsibility or a is responsible for coordinating and planning matters
(non-dedicated) business unit that is related to CSR and reporting to the board of directors
partially dedicated to this function, in regular basis.
and did the Board authorize top
management to process this matter
and report the outcome to the
Board?
4. Did the bank codify a reasonable [v/ 1. The Bank set by managers and other remuneration [No Deviation
remuneration policy and integrate defined as:
the performance review of (1) Attract outstanding professional elite, expand
employees with corporate social the depth and breadth of operations, strengthen
responsibility policies, and create corporate governance cum enhance corporate
clear and effective reward and image.
discipline regulations? (2) Just stay positive, to maintain internal harmony,
strengthen external competitiveness.
(3) Incentive to develop their potential, and
actively create surpluses in pursuit of equitable
remuneration shareholders.
2. The behavior of the implementation of corporate
governance, performance appraisal laid down for
employees’ annual performance appraisal service
points “that follow.
3. The behavior of the implementation of reward and
punishment, matters have incentives for employees’
employees incentives and disincentives “that
specification.
B. Develop Sustainable Environment
1. Did the bank condition devoted [V The Bank is committed to improving the efficiency in |No Deviation
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/

Item

Operation

Yes

No

Summary Description

Deviations from “Corporate
Social Responsibility
Best Practice Principles
for TWSE/GTSM Listed
Companies” and reasons

2. Did the bank condition established
appropriate environment
management system according to
industry characteristics?

(98}

. Did the bank condition watch out

for impact that weather changes
have on operational activities and
sets forth strategies in regards to
the Bank’s energy saving, carbon
reduction and greenhouse gas
volume reduction?

2. Saving water: The Bank uses human-sensing urinals
to adjust the amount of flush.

3. Saving fuel: While dispatching corporate cars, the
company arranges car pools by principle. The Bank
encourages walking or taking public transportation
on business trips.

4. Saving paper: The Bank promotes the use of
electronic bills. The Bank uses web-based bulletin
boards to make pronouncements. The Bank reduces
the amount of photocopies. Internal documents are
passed on from one person to another, rather than
photocopied. Office papers are double-sided as much
as possible. Internal document transmission is done
with reusable envelopes and Manila paper bags.

5. After the toner powder in the toner cartridges of
photocopiers and the printers is exhausted, The
Bank sends the empty toner cartridges back to their
vendors and specifies the use of environment-friendly
toner powder.

—

. The Bank enacted “Management Directions for
Wenhua Building of Bank of Kaohsiung” to protect
the public safety and environmental hygiene.

2. The Bank is in the finance and banking sector and
is not a business entailing high risk in pollution.

Accordingly, ISO 14001 is not applicable.

. Old lighting fixtures shall be replaced by TS or LED
energy-saving lighting fixtures and light tubes, LED
power-saving luminaires are used under the condition
of permission.

2. Implementing recycling diligently and shipping
waste papers and outdated publications to paper plant
for recycling and reusing on a regular basis.

3. Promoting a paperless policy. All businesses and
forms are conducted electronically. Annual reduction
of A4 paper.

4. The air-conditioner is turned on at 08:40 every

day and turned off when getting off the work or at

17:10 at the latest. Old and power consuming air-

conditioners are replaced by new energy-saving air

conditioners in regular basis.

—

No Deviation

No Deviation

C. Protection of Social Wellness

1. Does the bank provide applicable
policies and procedures based on
labor laws and international human
rights conventions?

2. Has the bank created mechanisms
and channels for employees to
complain and process the complaints
properly?

3. Does the bank create a safe and
healthy work environment for
employees and offer regular safety
and health education to employees?

The Bank has create a business unit that is dedicated to
promoting CSR. The Executive Administration Dept.
is responsible for coordinating and planning matters
related to CSR.

The Bank employees and complaints, in addition to
setting "Sexual Harassment Prevention and complaint
processing elements" proper sexual harassment at the
outside, and an electronic communication (complaint)
mailbox to accept employee complaints events.

The Bank provides a working environment with
employee safety and health in accordance with the
“Occupational Safety and Health Act”. Also, in
accordance with the “Regulations for Labor Health
Protection”, starting from 2002, The Bank pays for
employee health examinations. The examination items
and terms are both more favorable than the provisions
under the “Labor Health Protection Regulation”.

No Deviation

No Deviation

No Deviation

 FY2018
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Operation

Deviations from “Corporate

Social Responsibility
Item Best Practice Principles
Yes | No Summary Description for TWSE/GTSM Listed
Companies” and reasons
4. Has the bank created a mechanism |v For the establishment of the communication |No Deviation
for regular communication with mechanism between itself and the employees, The
employees and notify employees of Bank has a mail box for the opinions of the employees,
operational changes that could cause and holds labor-management meetings.
significant impact to employees in
reasonable ways?
5. Has the bank created effective |v/ The Bank on the basis of annual training plan, regular |No Deviation
career competence development and irregular handling of the line within a year,
training plans for employees? foreign study and training courses to enrich their own
employees can learn and career skills.
6. Has the bank created policies that [v/ 1. The Bank annually on the operation of the system of [No Deviation
protect the interest of consumers consumer protection and enforcement effectiveness,
and complaint procedures in terms self-vetting evaluation of the whole bank, and
of R&D, procurement, operation, according to the evaluation results to improve the
and service processes? review.
2. Execution of customers’ policies :In order to
improve the services provided to customers and
communication with customers, we have a toll
free hot line, and customer service window setup
exclusively for credit, financial derivatives and
negotiation mechanisms for consumers’ financial
debt.
7. Does the bank comply with v The Bank on the marketing activities of products and [No Deviation
applicable laws and international services, has developed "in advertising, and sales
standards on the marketing and promotion activities to attract business management
marking of products and services? approach", documents the business and marketing
activities, both through the business should comply
with the responsible authority in charge of the law,
the head office of Justice the competent regulatory
compliance and total body competent to comply with
the relevant laws and regulations, Fang was released to
use
8. Before the bank conduct business |v' The Bank conducts an assessment of its commercial [No Deviation
with suppliers, has the bank activities, including supplier qualifications and adverse
evaluated whether its suppliers have records, and has a “BOK Supplier Corporate Social
records of adverse impacts on the Responsibility Management Policy”. The supplier
environment and society? management requirements are in line with corporate
social responsibility conditions and are also announced.
In the "Stakeholders-Suppliers" section of the Bank's
corporate website.
9. Does the contract between the bank |v/ 1. The Bank to fulfill corporate social responsibility of [No Deviation

and its major supplier contain the
clause that the bank may terminate
or revoke the contract at any time
when the supplier is involved in
acts that are against corporate
social responsibility polices and
also cause significant impact to the
environment and the society?

business attitude, not the cause of the environmental
and social impact of the major suppliers to trade.

2. The Bank has the “BOK Supplier Corporate Social
Responsibility Management Policy”. Since July
1, 2018, the supplier or partner has entered into
a purchase contract or cooperation contract with
the Bank, and the lease of the leased real estate
contracted by the Bank. The management policy
shall be incorporated into the contract or attached
as a contract. If there is a violation, the Bank may
terminate or terminate the contract at any time by
written notice and announce it on the “Stakeholder-
Supplier” section of the Bank's corporate website.
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FY2015

. Deviations from “Corporate
Cippriion Social Responsibility
Item Best Practice Principles
Yes | No Summary Description for TWSE/GTSM Listed
Companies” and reasons
D. Reinforce Information Revelation
Does the bank disclose information Disclose information related to enterprise social [No Deviation
on corporate social responsibility |,/ responsibility in the annual report.
with relevance and reliability on its
website or the Market Observation
Post System?

E. A Bank that has set forth its own corporate social responsibility (CSR) in accordance to “CSR Best Practice Principles for TWSE/
GTSM Listed Companies”, please describe any difference between real execution and principles that have been set forth: The Bank
has implemented corporate social responsibility through the implementation of corporate governance, the development of a sustainable
environment, the maintenance of social welfare, the enhancement of corporate responsibility disclosure and the implementation of
corporate social responsibility practices.

F. Other important information beneficial for understanding the operation of business’ social responsibility: Please refer to page 69 ” 5.3
Social Responsibility and Moral Behavior of the Bank”.

G. If the Bank’s products or reports on corporate social responsibility have passed the verification standard set by related certification
organization, further clarification shall be provided: None.

3.4.8 The Bank Practice and measures for its Ethical Corporate Management

Gvsition Deviations from “Ethical
Corporate Management
Item Best Practice Principles
Yes | No Summary Description for TWSE/GTSM-Listed
Companies” and reasons
A. Codifying ethical corporate management best
practice principles and plans
1. Does the bank expressly provide the policies | v/ The Bank adhered to the "Integrity" as the highest [No Deviation
and measures on ethical management guiding principle and the policy of integrity
in its regulations and documents to management. On Dec. 20, 2018, the 15th meeting of
external parties, and the commitment on the 13th Board of Directors passed the "BOK Code of
implementing operational policies by the Integrity".
Board and the management?
2. Does the bank provide plans that prevent | v/ In order to prevent dishonesty, the Bank has also [No Deviation
unethical acts and expressly provide established a "BOK Ethical Code of Conduct", and has
operational procedures, code of conducts, established supporting management rules and handling
disciplinary actions against infractions, and manuals for each business, and implemented relevant
complaint regulations, in all such plans? assessments and rewards and punishments.
3. Does the bank take preventive actions | v/ The Bank except for charitable donations or [No Deviation
against high-risk and unethical business sponsorships and other matters by setting "donation job
activities defined in Article 7 Paragraph 2 points" think outside the norms and regulations on the
of “Ethical Corporate Management Best business research mechanism stipulated higher risk of
Practice Principles for TWSE/GTSM Listed bad faith conduct preventive tool, in order to implement
Companies” , or other measures against the principles of integrity management.
unethical activities in other business fields?
B. Implementing ethical operations
1. Does the bank evaluation the record of | v/ The Bank conducts its business in transparency and |No Deviation
ethics of its transaction counterparties and fairness, and has no business with parties lacking
expressly provide ethical conduct clauses integrity. The integrity clause shall be explicitly stated
in contracts signed with its transaction in the agreement in the future to prevent any transaction
counterparties? with parties that have records on integrity violation.
2. Does the bank have a dedicated (non-| v/ 1. The Board of Directors of the Bank is responsible for |No Deviation
dedicated) business unit that promotes promoting the integrity of the company, is responsible
ethical business practices and reports to the for the revision of the company's code of integrity,
Board, and does this unit regularly report its and reports to the board of directors every year..
operation to the Board regularly? 2. The Bank Audit Office in accordance with regulations
for the business checks, and Lack of improvement
and implementation of internal control situation Chen
regular board of directors to oversee the business
operations following the implementation of the
principle of integrity.
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Item

Operation

Deviations from “Ethical
Corporate Management

No

Summary Description

Best Practice Principles
for TWSE/GTSM-Listed
Companies” and reasons

3. Has the bank drafted policies that prevent
conflict of interest, provide proper channels
of complaints, and implement them?

. Has the bank created an effective accounting
system and internal control regulations for
implementing ethical business practice, and
has the internal audit unit performed regular
audits, or has the bank outsourced internal
audit to CPAs?

5. Does the bank provide internal and external
training courses regarding ethical business
practices on a regular basis?

The Bank has established a policy for the prevention
of conflicts of interest in the Company's Code of
Integrity and the rules of the Board of Directors, and
implemented them.

1. The Bank has established the relevant accounting
system and internal control system for substantiating
the principles of integrity management; also, has it
timely reviewed and amended for the compliance of
all departments in order to prevent malpractice from
occurring.

2. The Bank’ s Internal Audit Unit has the
implementation of the related accounting system and
internal control system audited in accordance with
regulations. There was not any major nonconformity
but minor nonconformity found in the investigation
in 2018. The Bank had follow-up and reviewed
the corrective action performed for the said minor
nonconformities, and reported to the Board of
Directors on a regular basis in order to continue
to oversee the company’ s business activities in
conformity with the principles of business integrity.

The Bank regularly participate in organized study trip
outside agency business integrity or corporate social
responsibility and other related study or training staff
from higher order. It is planned to conduct relevant
internal education and training courses in the future to
strengthen the compliance awareness of all personnel of
the Bank.

No Deviation

No Deviation

No Deviation

C.The operation of the reporting regulations of
the bank

1. Has the bank created substantive reporting
and reward regulations, established useful
channels of reporting, and appointed
exclusive personnel to deal with reported
individuals?

2. Has the bank designated standard operation
procedures and confidentiality mechanisms
for the investigation of reported incidents?

w

. Has the bank taken measures that protect the
whistleblower from improper treatment?

In addition to the mailbox of the head office, the Bank
also added several types of pipelines, such as the 0450@
mail.bok.com.tw and the probation line. The audit
department of the Bank, the compliance department and
the human resources department respectively Accepting
reports and appeals that violate integrity management.
For practitioners who violate or report misconduct,
they will be rewarded and punished according to the
“Practitioner's Reward and Punishment Measures” .

On the 16th meeting of the 13th Board of Directors on
Aug. 16, 2018, the Bank passed the “BOK Reporting
Case Handling Standards Operation Method” , which
stated that the relevant personnel handling the report
cases were also obliged to keep confidential.

According to Article 5 of the "BOK Reporting Case
Handling Standards Operation Method", the Bank shall
not improperly dispose of the prosecutor's dismissal or
dismissal due to his report, as a measure to protect the
prosecutor.

No Deviation

No Deviation

No Deviation

D. Improving information disclosure

Does the bank disclose the content of its
ethical business practice and the result of its
implementation information on its website or
the Market Observation Post System?

The official website of the Bank and the public
information observatory disclosed the relevant contents
of the Bank's Code of Integrity.

No Deviation

E. A Bank that has set forth its own Ethical Corporate Management Best Practice Principles in accordance to

“Ethical Corporate Management

Best Practice Principles for TWSE/GTSM-Listed Companies” , please describe any difference between real execution and principles that have

been set forth: No Deviation

F. Other material information helpful to the understanding of the bank’ s ethical corporate management best practice principles (for example, the
revision of said principles codified by the bank.): None.




3.4.9 Corporate governance guidelines and related bylaws: The Bank stipulated Corporate Governance Guidelines on

BorporatejGovernance

November 2015. Please visit https://www.bok.com.tw/bokgov for relevant contents.

3.4.10

Other material information useful to the understanding of corporate governance and its implementation:
Please refer to page 29, 3.4.5 The Differences between the Corporate Governance Practice of the Bank and the
“Guidelines for Bank Corporate Governance”, F. Did important Information of Corporate Governance Practice

fraud detection and establishment of a whistle mechanism
and strengthen corporate governance.

of the Bank.
Appendix: Training record of directors in 2018
Training Record
Period Title Name
Class Name Hours Unit in Charge
"Exploring Machine Learning - Discovering the Keys of . . .
LA 2R el B e 2.5 Taiwan Academy of Banking and Finance
Corporate Governance Workshop - Discussing corporate
Chairman Chen-Cheng Chien |response strategies from the trend of international anti-tax 3 Taiwan Securities Association
avoidance and anti-money laundering.
IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Managing Director Chen-Cheng Chien [IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Ielirsaden IS0 e healin | RS Reml Grue, I |Crowe Horwath (TW) CPAs
and Managing Director
Company Law Latest Revision Series. 3 Corporate Operation Association
Independent Director |Mei-Yueh Ho
IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Corporate Governance Professional Training Seminar
Ql - Key check items and countermeasures that the board 3 Taiwan Corporate Governance Association
Independent Director |Tzen-Ping Su should understand.
IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Director Richard Lee IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Director Chung-Hsin Liu  [IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Director Wayne Tseng IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Director Chien-Tsai Chao  [IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Director Jueifang P. Chen  |IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
Director Tsung-kun Lee IFRS16 Rental Course. 1 Crowe Horwath (TW) CPAs
2018 Annual Defense Insider Promotion Conference. 2 Taiwan Stock Exchange
Corp(?rate Gov‘ernance‘Workshop - Equlty‘ transfer and tax 5 Taiwan Securities Association
. . |planning practice for directors and supervisors.
Chairman Chen-Cheng Chien e " v Edneati I Trainine § -
n orme?tlon ecurity Education and Training Supervisor 3 Bank of Kaohsiung
(Kaohsiung Class).
The 246th "Communication Memorial Lecture". 2 Chinese National Assomatxon of Industry
and Commerce, Taiwan
Director Richard Lee C'orporate Gov'e rnan?e Workshop - HOW SURLIEDUNE 3 Taiwan Securities Association
Q® big data analytics to improve operational performance.
90morate Gov'emam':e Workshop - How companies use 3 Taiwan Securitics Association
big data analytics to improve operational performance.
On-the-job training course for the trust business staff (the 6 Trust Association of R.0.C.
second step of the Kaohsiung class).
Director Jueifang P. Chen | The 990th trust industry management staff is on the job. 12 Taiwan Academy of Banking and Finance
Corporate Governance Professional Training Lecture -
How the Supervisor supervises the company to conduct 3 T Yy

12015
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Training Record

Period Title Name
Class Name Hours Unit in Charge
. The relationship bet CRS and anti-avoid;
Chairman Yun-Peng Chang N ?e'a 1onSIp between and ant-avodance 1 Crowe Horwath (TW) CPAs
provisions.
Independent Director |Mei-Yueh Ho The Te.l ationship between CRS and anti-avoidance 1 Crowe Horwath (TW) CPAs
provisions.
The 1“e}1atlonsh1p between CRS and anti-avoidance 1 Crowe Horwath (TW) CPAs
provisions.
The last line of defense for corporate governance - director . .
Independent Director |Tzen-Ping Su and supervisor liability insurance. 3 Taiwan Corporate Governance Association
Independent Directors and Functional Committees
Operational Practices - Directors and Supervisors 3 Securities & Futures Institute
(including Independent) Practice Advanced Seminar.
. . . The relationship bet CRS and anti-avoid;
Director Chien-Tsai Chao © ?e'a KOEp i and ant-avodance 1 Crowe Horwath (TW) CPAs
provisions.
The relationshi R! i-avoi
Q3 Director Richard Lee ere ationship between CRS and anti-avoidance 1 Crowe Horwath (TW) CPAs
provisions.
. - The relationship bet CRS and anti-avoid;
Director Chung-Hsin Liu © Fe'a KOENp s and ant-avodance 1 Crowe Horwath (TW) CPAs
provisions.
The relationshi R! i-avoi
Director Wayne Tseng © TeA ationship between CRS and anti-avoidance 1 Crowe Horwath (TW) CPAs
provisions.
. . The relationship bet CRS and anti-avoid;
Director Che Shie © Fe'a KD s and antravodance 1 Crowe Horwath (TW) CPAs
provisions.
The relationshi R! i-avoi
e el ationship between CRS and anti-avoidance 1 Crowe Horwath (TW) CPAs
. . provisions.
Director Jueifang P. Chen
2018 internal self-checking training course. 7.5 Bank of Kaohsiung
The relationshi R! i-avoi
Director Tsung-kun Lee © TeA ationship between CRS and anti-avoidance 1 Crowe Horwath (TW) CPAs
provisions.
. Banks face threats and weak i launderi .
Chairman Yun-Peng Chang & S ace threa .S e 2 Bank of Kaohsiung
and risk of terrorism and future response workshops.
. . . Banks face threats and weaknesses in money laundering .
Wikt Do MHREA L) and risk of terrorism and future response workshops. 2 LIS G T
Banks face threats and weak i launderi
anks face threats and weaknesses in money laundering 2 Bank of Kaohsiung
and risk of terrorism and future response workshops.
Directors and Supervisors (including independent) Practice
Advanced Seminar - The latest corporate law revision . .
; . . 3 Securities & Futures Institute
Independent Director Wen-Yuan Lin trends to see the impact of corporate governance, internal
and Managing Director control and directors' supervisory responsibilities.
Directors and supervisors (including independent)
Rractlce advar}ged seminar - the company's n}anagement 3 Securities & Futures Tnstitute
rights competition behavior norms and practical case
explanation.
Directors and Supervisors (including independent) Practice
Advanced Seminar - Non-financial background How the 3 Securities & Futures Institute
Independent Director |Mei-Yueh Ho Board of Supervisors reviews financial reports.
Bank§ face threat-s and weaknesses in money laundering 5 Bt Py
Q4 and risk of terrorism and future response workshops.
Independent Director | Tzen-Ping Su Bank's face threa'ss and weaknesses in money laundering 2 Bank of Kaohsiung
and risk of terrorism and future response workshops.
Director Richard Lee Bank§ face threat-s and weaknesses in money laundering 5 ol @y
and risk of terrorism and future response workshops.
Director Chung-Hsin Liu Bank§ face threa'ss and weaknesses in money laundering 5 Bank of Kaohsiung
and risk of terrorism and future response workshops.
Banks face threat ki i 1 i
Director Wayne Tseng anks face threats and weaknesses in money laundering 5 Bank of Kaohsiung
and risk of terrorism and future response workshops.
Director Chien-Tsai Chao Bank§ face threa'ss and weaknesses in money laundering 5 Bank of Kaohsiung
and risk of terrorism and future response workshops.
Bank§ face threat's and weaknesses in money laundering 5 E e
and risk of terrorism and future response workshops.
. . Major Business Acts and Internal Regulations in 2018 .
Director Jueifang P. Chen ol (e Vit g (s Gl 6 Bank of Kaohsiung
The decree follows the competent in-service workshop. 15 Taiwan Academy of Banking and Finance
Director Tsung-kun Lee Banks face threats and weaknesses in money laundering ) Bank of Kaohsiung

and risk of terrorism and future response workshops.
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3.4.11 Implementation Status of the Internal Control System

I . Declaration Enforcement of the Internal Control System.

Bank of Kaohsiung
Declaration Enforcement of the Internal Control System
Attn : Financial Supervisory Commission

March. 21, 2019
A. We, the Undersigned, hereby on behalf of Bank of Kaohsiung Co., Ltd. declared that during the period beginning Jan. 1,

2018 until Dec. 31, 2018, we did faithfully build the internal control systems and enforce risk control in accordance with
“Implementation Rules of Internal Audit and Internal Control System of Financial Holding Companies and Banking
Industries”. Further through detached and independent Audit Department, we conducted audit with audit reports duly submitted
to the Board of Directors and Audit Committees on a periodic basis.

B. We evaluated the effectiveness of its Internal Control System in accordance with the Guidelines for the Establishment of the
Internal Control System by Public Companies (the Guidelines) set forth by the Securities and Futures Commission of the
Financial Supervisory Commission.

C. Third, the business part of the insurance agent concurrently
(A) The company judges the effectiveness of the internal control system in design and enforcement in accordance with the

“Regulations Governing the Implementation of Internal Control and Audit System and Business Solicitation System
of Insurance Agent Companies and Insurance Broker Companies” (hereinafter referred to as “the Regulation”). The
Regulation is instituted for judging the effectiveness of the design and enforcement of an internal control system. There
are five components of effective internal control as specified in the Regulation, namely, 1. Control environment, 2. Risk
Evaluation, 3. Control Operation, 4. Information and Communication, and 5. Monitoring. Each of these elements in turn
contains certain audit items, and shall be referred to in the Regulation for details.

(B) The company has adopted the aforementioned internal control system for internal audits on the effectiveness of the design
and enforcement of the internal control system.

(C) Based on the aforementioned audit findings, the company holds that it has reasonably preserved the achievement of the
aforementioned goals within the aforementioned period of internal control, including the effectiveness and efficiency
in operation, reliability in financial reporting, and compliance with the relevant legal rules, and that the design and
enforcement of internal control are effective.

D. Through prudent assessment, all units of the Bank did faithfully enforce the internal control and legal compliance except for
those events listed on the attached table. The Statement of the Internal Control System will be a prominent feature of our
annual report and prospectus, and will be released to the public. Should any statement herein involve forgery, concealment or
any other illegality, Articles 20, 32, 171 and 174 of the “Security and Exchange Act”, and “Insurance Law” shall apply.

E. This statement of declaration has been approved by the Board on March 21, 2019.

Declarants

Chairman %ﬂﬂj X %ﬂb - /Q&%

President &) qd) M

Chief Auditor L/V\ %? %ﬂ\/
N
Chief Compliance Officer
Chin
<

(The content of the report is in conformity with the original declaration)
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Matters Requiring Improvements and Improvement Plan for Bank of Kaohsiung Internal Control System

(Base Date : Dec. 31, 2018)

Matters Requiring Improvements

Improvement Measures

Estimated Time of Improvement
Completion

—

. The Bank handled the case
of the former Liu Ho Branch
creditor's account with the false
purchase and sale contract, and
the lack of the implementation
of the credit authorization
operation procedures and
the post-loan review and
follow-up assessment work,
which hindered the sound
management. The FSC shall, on
May 10, 2018, stipulate the first
paragraph of Article 61 of the
Banking Law, that the nuclear
service shall be corrected.

The improvement should be

strengthened as follows:

(1) Strengthen the authorization
letter and the price control
mechanism.

(2) Implement post-loan tracking
management operations.

(3) Strengthen the training of the
credit information business.

1. Strengthen the authorization letter and the price control mechanism:

(1) Fully implement the review system for the valuation of real estate collateral and
strengthen the credit risk of controlling the case of power.

(2) To upgrade the Bank's “Check-in Form for Individual Real Estate Guarantee Loan”
and establish a source control mechanism for credit cases to prevent the occurrence of]|
bad credit cases.

2. Implement post-loan tracking management operations:

(1) Check the balance of the principal and interest payment of the new home loan
households, and track the reasonableness of the third party's payment of principal and
interest.

(2) Increase the purchase of housing loans "Application for Appointed Payee Information",
strengthen the review of the use of funds, and implement the flow of funds to check
operations.

(3) Within 3 months after the loan is released, the actual price registration data should
be checked back, and the trading price key file will be checked back. The monthly
production and purchase price of the system does not meet the statement, which is
used as a reference for the management credit officer.

3. Strengthen the training of the credit information business:

Cases that have been missing and should be noted in this case have been made into a case,

and the business unit of the Circular has paid attention to it and has been included in the

Bank's education and training courses.

2.

. A review has been carried out

to improve and strengthen the
credit and post-loan management
mechanism.

Include in the internal audit key
review and continue to track the
situation.

2. The Bank's control of the

limit ratio of Article 72 of the

Banking Law, the handling

of money trust fund trading

transactions and money
laundering operations, etc.,
hinder the sound operation,
after the Financial Management

Association September 12, 2018

According to Article 61(1) of]

the Banking Law and Article

44 of the Trust Industry Law,

the nuclear service shall be

corrected.

The improvement should be

strengthened as follows:

(1) Strengthen the review of the
correctness of the use of]
funds and the establishment
of documents and strengthen
the regulations and practice
training of credit letters.

(2) Increase the standard of]
repair and repair business
and strengthen education
propaganda and strengthen
the trust fund trading control
mechanism.

(3) Establish anti-money
laundering system and
increase control measures
and strengthen anti-money
laundering education and
training.

1. Banking Law Article 72 2 Limit Ratio Control:
(1) Strengthen the review of the use of funds and the correctness of filing:

The system has produced the "Debt Use and Loan Fund Flows and the 72-2 File

Checklist" to strengthen the review of the borrower's use of funds and the correctness

of the file classification, and reiterated the relevant provisions in the circular. The

business unit does follow the rules.
(2) Strengthen the regulations and practice training of credit information:
Cases that have been missing and should be noted in the case have been made into a
case, and the business unit of the circular has paid attention to it and has been included
in the education and training of the Bank.
2. Money trust fund trading related business:
(1) Increase the standard of repair and repair business and strengthen education
propaganda:

The "Procedures for Self-discipline of Financial Business Personnel" and the

"Measures for Dealing with Insider Trading and Conflict of Interests in Wealth

Management Business" will be added. It is strictly forbidden to conduct business

operations and strengthen education and publicity.

(2) Strengthening the control mechanism for trust fund transactions:

(DUpdate fund electronic transaction monitoring mechanism:

For the same IP address trust fund transaction and online transactions of the same

IP address between the client and the client, the Bank has updated the checklist

control; and the business unit will check whether there is any illegal use of non-

registered computer equipment. situation.

@]t is strictly forbidden to conduct fund transactions by telephone:

In addition to reaffirming the relevant regulations, the Bank has added a new

“Customer Cabinet and External Access Fund Trading Confirmation Checklist”

control.

(3Management of E-mail mailboxes for financial personnel:

The information system monthly production check-up report strengthens the control

of the use of the same e-mail address by the wealth manager and the customer.

3. Money laundering prevention operations:
(1) Establish anti-money laundering system and add control measures:

(DThe Bank has implemented the anti-money laundering system since 2018.1.2, and
in accordance with the “suspected money laundering or terrorism transaction” of]
the Association of Banks, the relevant suspected money laundering transaction
is included in the system for inspection; The system should automatically bring
out the assessment description field, and ask the business unit to strengthen the
inspection and retain the verification track.

(2Strengthen customer identification and risk grading:

A. Amend the “Wholesale Money Laundering and Risk Risk Assessment Model
Form” and update the customer “risk score” inspection mechanism and
“continuous risk rating management” measures.

B. Add the “Industry Low Risk Keyword — Inspection Report”, and the compliance
department will review the correctness of the customer's occupational risk every
week.

C. Explicitly set up an overseas customer to open an account to confirm the identity
of the operation, and should accurately collect the supporting information of the
nature of the customer's industry; and the system automatically annotates the
license to overdue the depositors to strengthen control.

(2) Strengthen anti-money laundering education and training:

Regulations on anti-money laundering and anti-terrorism have been incorporated into

the Bank's laws and regulations to follow the implementation plan, and education

training has been held for suspicious transaction review, system risk score review and

continuous risk rating management to enhance the implementation of the operation.

2.

. Improved control measures have

been adopted and the information
system inspection mechanism has
been strengthened.

Include in the internal audit key
review and continue to track the
situation.
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II. Declaration Enforcement of the Information Security System.

Bank of Kaohsiung
Declaration Enforcement of the Information Security System
Attn : Financial Supervisory Commission

Feb. 12,2019

We, the Undersigned, hereby on behalf of Bank of Kaohsiung Co., Ltd. declared that during
the period beginning Jan. 1, 2018 until Dec. 31, 2018, we did faithfully build the information
security systems in accordance with Article 38, Section 5 and Article 38-1 of the “Implementation
Rules of Internal Audit and Internal Control System of Financial Holding Companies and Banking
Industries” and  “Information security self-regulation” . After careful evaluation, the overall
implementation of information security in this year can be effectively implemented. If there is any

fraud, the company shall be liable for all legal consequences.

Declarants

Chairman

g PPy

(o bt

Chief Auditor

Jou Chng -chom

Head of Information Security

Weam - CJ‘M‘?FP(« .

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

President
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II. Independent Auditor's Report on Internal Control System.

27F.-1, No.6, Siwei 3rd Rd., Lingya Dist.,
Kaohsiung City, Taiwan, R.O.C.
TEL:(07)3312133 FAX:(07)3331710
Crowe Horwath (TW) CPAs
Member Crowe Horwath International

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

Mar. 21, 2019
To: Bank of Kaohsiung Co., Ltd.

We have audited the accuracy of financial information of Bank of Kaohsiung declared to the competent
authority in 2018, the internal control system, the pursuit of the compliance system, and the policy of appropriation
for bad debts in accordance with the procedure agreed thereon. The management of the Bank of Kaohsiung is fully
discrete in the final decision of these procedures. We decline any opinion on whether such information is sufficient
or not. We conducted our audits pursuant to the Statement of Auditing Standard No. 34, “Engagement to Perform
Agreed-Upon Procedures Regarding Financial Information”, the purpose of which is to assist Bank of Kaohsiung
in the assessment of the state of compliance with the “Regulations Governing the Implementation of Internal
Control and Audit Systems of Financial Holding Companies and Banks” promulgated by the Financial Supervisory
Commission. The management of Bank of Kaohsiung shall be responsible for the sufficiency and accuracy of the
aforementioned content. We conducted our audit on these procedures, on a selective basis, with the detection of the
following and elaborated upon them in a separate appendix.

We did not conduct the audit in accordance with the auditing principles generally accepted in the Republic of
China, and disclaim any responsibility for the reliability and accuracy of the information, internal control system,
and the status of compliance, the policy of provision for bad debts so declared by Bank of Kaohsiung with the
competent authority in any regards. We may discover other matters for reporting should the audit be conducted in
conjunction with other procedures or in accordance with the auditing principles generally accepted in the Republic
of China.

This report is prepared for the purpose of Bank of Kaohsiung specified in the first paragraph of this report and
not for any other purposes or for release to any other parties.

Crowe Horwath (TW) CPAs

CPA: Jen-Yao Hsich
teief TEN Y80

CPA: Ping-Chang Su
QD s
ot )O' Yy (? éﬁwf’a

( The content of the report is in conformity with the audit report )
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3.4.12 Penalty Received by The Bank for Unlawful Practices Over the Past Two Years and as The Date of Publication
of Annual Report, and Corrective Action Taken Against Major Defects

I . Indictment by Prosecutors Against the Responsible Person or Staff Members because of a Crime Committed on
Duty:
The Bank's former member Chu o o false account opening, counterfeit loans and over-charged B cases, on
March 31, 2018, the prosecutor filed a public prosecution in violation of Article 125 of the Banking Law, etc.,
now the court heard; The main missing and improved situations are as described in the following II.. (i).

II. Penalty for Violation of Acts:
(1) Former banking staff Chu oo opened phony accounts, cheating in applications for loans, and charged
excessive fees.

A. Penalty :

In the corruption case of former banking staff Chu x-Shuo in opening phony accounts, cheating in
requesting loans, and charging excessive fees, Chu was proved in violation of Subparagraph 1, Paragraph
1, Article 45 of the Banking Act, and pursuant to Paragraph 7, Article 129 of the Banking Act, Chu was
fined by the Financial Supervisory Commission amounting to NT$4 million on December 19, 2017.
Likewise, Chu was dismissed from BOK by the order of the FSC pursuant to Subparagraph 3, Paragraph
1, Article 61-1 of the same law.

B. Major defects :

(A) Chu was allegedly using the ID documents of other loan account customers, friends and relatives, to
open deposit accounts using his own confirmation by affixing his own signature thereunto, which is a
violation of the rules of the Bank in the review of opening new accounts.

(B) Chu made use of his position as a loan account administrator to allegedly draw funds from the credit
limit already approved in the name of customers without the acknowledgement and authorization
of the customers to apply for mortgage and consumer loans. The loan officers occasionally failed to
conduct on-site appraisal of the property and review the change and cancellation of the content of the
mortgage with caution, failed to counter-confirm, and failed to perform proper management on the
loan documents, files, and the envelop holding items for lodgment.

(C) Chu was allegedly charged with counterfeiting the approval seal of the Bank and issuing receipts
manually to charge customers for the service of loan processing at a rate higher than the usual rate
for lending.

C. Improvement :

(A) Intensify the operation of the confirmation of opening new accounts which are not at the counter by
telephoning and keeping record of the details.

(B) The E-LOAN system of BOK shall be used for processing all credit information check sand loan
approvals. The review officers shall cross-check the information on the borrowers to fortify the
review of credit information checks.

(C) Exercise control over the circulation of blank forms on the consent of cancellation of liens/mortgages,
the online inward/outward circulation of the bags for keeping collateral, and intensify post-approval
management.

(D) The statement of authorization from the customers is required for billing service charges for opening
new accounts and payment shall be settled by fund transfer linked to the loan accounts.

(E) Establishment of the mechanism for counter-guarantees and reconfirmation for accounts not opened
at the counter.

(F) Establishment of the “List of Loan Accounts Identical with the Contact Information of the Banking
Staff of BOK and their affiliated accounts” for the review and confirmation of banking units.

(i1) The Loans to Ching Fu Shipbuilding Co., Ltd. and its affiliates.

A. Penalty :
In the financing of Ching Fu Shipbuilding and its affiliates, BOK failed to establish and properly
pursue internal control in credit information, loan processing, and post-approval management, which is
a violation of Paragraph 1, Article 45-1 of the Banking Act, and was fined by the Financial Supervisory
Commission amounting to NT$8 million on December 29, 2017 pursuant to Paragraph 7, Article 129 of
the same law. .
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B. Major defects :

(A) No proper action taken on corporate governance in loan management.

(B) Failure in establishing a general internal control system and regulations governing special loans.

(C) Improper internal control of credit information, loan processing, and post-approval management and
assessment of the risk to assume so that proper policies and procedures could be adopted to control
the risk within tolerances.

C. Improvement :

(A) Review the regulations of the Bank governing credit limits and revise the content of the
comprehensive credit information sheet to control credit risk.

(B) Establishment of the “Corporate Loan Post-Drawdown Cash Flows Control List” for proper post-
approval management.

(C) Intensify industry analysis, appraisal, training on the legal aspects of credit information checks and
related practices to strengthen the capacity of the loan officers in financial and industry analysis.

(D) Tighten the review procedure of syndicated loan reviews and approvals, and regulate for a second
review of all syndicated loans. For loans being drawn in line with the progress of construction
projects, conduct an on-site survey and investigation.

(E) Establishment of the operation standard for special loans as the guide for processing special loans.

IIl. Penalty for Violation of the Article 61-1 Banking Law :
(i) The case of opening phony accounts, cheating in requesting loans, and billing excessive fees by former
banking staff Chu OO : refer to II-(i).
(ii) Anti-money laundering related business operation
A. Penalty:

In the anti-money laundering-related business operation, the Bank was found defective and likely to
be a hindrance to sound management. As a result, the Financial Supervisory Commission resolved on
August 25, 2017 that corrective measure should be taken in accordance with Paragraph 1, Article 61~1 of
the Banking Act.

B. Major defects:

Toward the transactions with a sign of suspicious money laundering, in some cases the Bank did not
yet cover them all into the information system statements for verification and, as a result, the verification
reports could not come out. The Bank did not remark or archive the inspection records and, in turn, the
Bank could not verify or look into the objectives and backgrounds of the transactions as the grounds
to evaluate whether they would call for a suspicious money laundering case, as a defect found in the
suspicious money laundering transaction.

C. Improvement:

(A) Aiming at those same cases where the signs of suspicious money laundering transactions could not
be covered into the information system statements, the Bank has duly covered such cases into the
system. Moreover, aiming at the outward remittances and remittances from "nations or regions
with higher risks in money laundering and financing of terrorism", the Bank has duly stipulated
"Transaction Statements for Outward (Inward) Remittances in a Nation Consistent with Nations or
Regions with Higher Risks in Money Laundering and Financing of Terrorism of the Bank". The
Bank management has advised all business units to prudentially inspect the cases and to archive the
inspection records.

(B) The Bank has advised all business units by mail to put the Specifications of Money Laundering
Prevention Operation, the method and specimens to monitor and inspect suspicious money
laundering transaction into faithful enforcement and into the teaching materials/kits for anti-money
laundering related educational & training programs of the Bank.

(C)The Bank has duly set up an anti-money laundering system (AML) in an effort to strengthen
customer risk review and the mechanism to monitor suspicious money laundering transactions.

(ii1) The Bank's former Liuhe Branch credit card households used the false purchase and sale contract to apply
for a home loan.
A. Penalty:
The Bank's handling of home loan operations has been flawed and hindered the sound operation. On

May 10, 2018, the Financial Management Committee shall, in accordance with Article 61, paragraph 1,

of the Banking Law, stipulates that it should be corrected.
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B. Major defects:

The Bank handled the case of the former Liuhe branch credit card households using the false purchase
and sale contract to purchase the loan, and the lack of the implementation of the credit authorization
operation procedures and the failure to implement the post-loan review and tracking assessment work.

C. Improvement:

(A) Strengthen the authorization letter and the price control mechanism:

1. Fully implement the review system for the valuation of real estate collateral and strengthen the
credit risk of controlling the case of power.

2. To upgrade the Bank's “Check-in Form for Individual Real Estate Guarantee Loan” and establish
a source control mechanism for credit cases to prevent the occurrence of bad credit cases.

(B) Implement post-loan tracking management operations:

1. Check the balance of the principal and interest payment of the new home loan households, and
track the reasonableness of the third party's payment of principal and interest.

2. Increase the purchase of housing loans "Application for Appointed Payee Information", strengthen
the review of the use of funds, and implement the flow of funds to check operations.

3. Within 3 months after the loan is released, the actual price registration data should be checked
back, and the trading price key file will be checked back. The monthly production and purchase
price of the system does not meet the statement, which is used as a reference for the management
credit officer.

(C) Strengthen the training of the credit information business:

Cases that have been missing and should be noted in this case have been made into a case,
and the business unit of the Circular has paid attention to it and has been included in the Bank's
education and training courses.

(iv) The Bank's lack of control over the limit ratio of Article 72 of the Banking Law, the trading of money trust
funds and the operation of money laundering prevention
A. Penalty:

The Bank's control of the limit ratio of Article 72 of the Banking Law, the handling of money trust
fund trading transactions and money laundering operations, etc., hinder the sound operation, after the
Financial Management Association September 12, 2018 According to Article 61(1) of the Banking Law
and Article 44 of the Trust Industry Law, the nuclear service shall be corrected.

B. Major defects:

(A) Handling the control of the ratio of the loan limit of residential buildings and corporate buildings in
Article 72 of the Banking Law, there are unsuccessful mistakes and misclassifications.

(B) The bank account number and password of the customer's exclusive custody, the science and its
customers use the same IP address for online fund transactions and risk attribute evaluation, and
handle transactions through online banking on behalf of customers.

(C) Handling money laundering and prevention operations, the transaction of suspected money
laundering characterization is not included in the information system check or the inspection
conditions are not complete; or the inspection operation fails to prudently confirm the reasonableness
of the customer transaction and retain the verification trajectory; And the lack of risk grading
operations, etc.

C. Improvement:

(A) Banking Law Article 72 2 Limit Ratio Control:

1. Strengthen the review of the use of funds and the correctness of filing:

The system has produced the "Debt Use and Loan Fund Flows and the 72-2 File Checklist" to
strengthen the review of the borrower's use of funds and the correctness of the file classification,
and reiterated the relevant provisions in the circular. The business unit does follow the rules.

2. Strengthen the regulations and practice training of credit information:

Cases that have been missing and should be noted in the case have been made into a case, and
the business unit of the circular has paid attention to it and has been included in the education and
training of the Bank.

(B) Money trust fund trading related business:

1. Increase the standard of repair and repair business and strengthen education propaganda:
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The "Procedures for Self-discipline of Financial Business Personnel" and the "Measures for
Dealing with Insider Trading and Conflict of Interests in Wealth Management Business" will
be added. It is strictly forbidden to conduct business operations and strengthen education and
publicity.

2. Strengthening the control mechanism for trust fund transactions:
(1) Update fund electronic transaction monitoring mechanism:

For the same IP address trust fund transaction and online transactions of the same IP
address between the client and the client, the Bank has updated the checklist control; and
the business unit will check whether there is any illegal use of non-registered computer
equipment. situation.

(2) Itis strictly forbidden to conduct fund transactions by telephone:
In addition to reaffirming the relevant regulations, the Bank has added a new “Customer
Cabinet and External Access Fund Trading Confirmation Checklist” control.
(3) Management of E-mail mailboxes for financial personnel:
The information system monthly production check-up report strengthens the control of the
use of the same e-mail address by the wealth manager and the customer.
(C) Money laundering prevention operations:
1. Establish anti-money laundering system and add control measures:

The Bank has implemented the anti-money laundering system since 2018.1.2, and in
accordance with the “suspected money laundering or terrorism transaction” of the Association
of Banks, the relevant suspected money laundering transaction is included in the system for
inspection; The system should automatically bring out the assessment description field, and ask
the business unit to strengthen the inspection and retain the verification track.

2. Strengthen customer identification and risk grading:

Amend the “Wholesale Money Laundering and Risk Risk Assessment Model Form” and
update the customer “risk score” inspection mechanism and “continuous risk rating management”
measures. Add the “Industry Low Risk Keyword — Inspection Report”, and the compliance
department will review the correctness of the customer's occupational risk every week. Explicitly
set up an overseas customer to open an account to confirm the identity of the operation, and
should accurately collect the supporting information of the nature of the customer's industry; and
the system automatically annotates the license to overdue the depositors to strengthen control.

3. Strengthen anti-money laundering education and training:

Regulations on anti-money laundering and anti-terrorism have been incorporated into the
Bank's laws and regulations to follow the implementation plan, and education training has been
held for suspicious transaction review, system risk score review and continuous risk rating
management to enhance the implementation of the operation.

IV. The Major Occasional Frauds, Contingencies (Fraud, Theft, Embezzlement, and Robbery, False Transaction,
Forged Document and Marketable Securities, Kick Back, Natural Disaster Loss, Loss from External Factors,
Hacker Attack, Data Theft, and Disclosure of Confidential Information and Customer Data and Such Major
Incidents) or Security Accidents Resulting from the Failure to Practice Security Works, or the Incidents Which
Resulted in Loss Over NT$50 Million Over the Past Two Years

Unit: NTD1,000

Loss estimated

Dec. 31, 2017 Dec. 31, 2018

Code Nature of the event

A former teller of the Bank by the name of Chu (OO committed fraudulent practices in
1 opening accounts, bank loans and overcharging of fees (in the crimes of fraud, falsified 2,704 4,704
transactions, forging of vouchers).

A former loan recipient of the Bank's Liuhe Branch applied for a house loan with

2 a falsified contract (a significant accidental event - fraud, falsified transaction) 2,010 21,824
3 Loaqs tg Ching Fu Shipbuilding and affiliates (significant contingent incident — 749,000 815,000
loss inflicted by external force)
Total 760,714 841,528

V. Disclosure of Other Events as Required by the Financial Supervisory Commission, Executive Yuan : None.
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3.4.13 Improtant Decisions Resolved in the Regular Shareholders’ Meeting, Regular Board of Director’s Meeting and
Special Meeting as in FY 2018 and up to March 2019

I. Improtant Resolutions in the Regular Shareholders’ Meeting and the Execution of the Resolutions Reached:

The Resolutions The Execution of the Resolutions

Earnings per share at NT$0.5(including cash dividend of NT$0.13and stock dividend

o it Gl oritom ffor 17 AT of NT$0.37). Distribution completed on Oct. 9, 2018.

2. Business report and financial statement for FY 2017. The FY2017 business report and financial statement was passed..

3.Amendment to the “Articles of Incorporation” . Amendment to Articles 21 and 25 of the “Articles of Incorporation” was passed.

Shareholders' dividends were distributed per share at NT$0.37 (including a surplus
4. The surplus and capital reserve will be transferred to | share of NT$0.2 and a capital reserve of NT$0.17). On October 9, 2018, the company

the capital to issue new shares. allocated shares to shareholders and new shares for sale and was successfully
completed.

5. Lift the ban on the competition among the Chairman

i B O g, Lift the ban on the competition among the Chairman Yun-Peng Chang was passed.

II. Improtant Resolutions in the Regular Board of Director’s Meeting and Extraordinary Meeting

Date The Resolutions

Discussed the amendments to the provisions of the “Procedures for the Management of Personnel in Financial
2018.02.23 |Management Personnel” of the Bank's “Management Measures for Personnel Management of Financial
Management Personnel”.

In order to control the Bank's credit risk to the group companies, we discussed the amendments to the “Top 20
Group Credit Rating Quota Schemes for the Bank's Credit Lines”.

In response to the requirements of the competent authorities and strengthening the risk management of the Bank's
project financing, the new “BOK Handling Project Financing Guidelines” was discussed.
2018.02.23 | The discussion passed the revision of the “BOK Legal Risk Management Guidelines”.

Discussed the “Agreement Procedures for Accountant Inspection of BOK” issued by Crowe Horwath (TW)
CPAs (2017 January 1 to December 31, 2017).

2018.03.22 | Passed the Bank's FY2017 Business Profile Report.

Discussion The Bank established the Insurance Agency on January 23, 2018, and completed the merger with the
2018.03.22 | two subsidiaries of “BOK Life Insurance Agent (Share) Company” and “BOK Property Insurance Agent (Share)
Company” case.

Discussed the merger and individual financial report of the Bank's 2017 (January 1 to December 31, 2017) and
the draft of the check report issued by Crowe Horwath (TW) CPAs.

2018.03.22 | Discussions were made to amend the provisions of Articles 21 and 25 of the Bank's Articles of Association.

2018.02.23

2018.02.23

2018.03.22

2018.03.22

To cope with the preparation of the Bank's annual report and to report to the competent authority and to make
2018.03.22 |an announcement, we will discuss the 2017 Internal Control System Statement, the Insurance Agency Business
Internal Control System Statement and the Internal Control System Performance Assessment Report.

In order to cope with the model of anti-money laundering and anti-terrorism measures set by banks and other
2018.03.22 | commercial trade associations, we discussed the amendments to the "Kawasuke Bank (including concurrent
business) prevention of money laundering and anti-terrorism considerations".

2018.03.22 | Discussions were amended through Articles 4, 7 and 9 of the Bank's Investment Policy Guidelines.

For the sake of operational management, we discussed the amendments to the provisions of the "Retirement and

AR Remittance Keys for BOK Practitioners".
2018.05.10 Discussed the financial report of the Bank's first quarter of 2018 (January 1 to March 31, 2018) and the draft
T report prepared by Crowe Horwath (TW) CPAs.
Discussions were made to amend 23 of the Bank's "Information Business and Security Policy Implementation
2018.05.10 P
Guidelines".
The discussion passed the revision of Article 8 of the “National Risk Limit Management Guidelines” and the
2018.05.10 | .ny..: X - -
National Risk Limit Table”.
2018.05.10 Discuss the comparison table of the draft amendments to the “Handling of Futures Trading Practices” and
e “Financial Commodity Review Group Operational Guidelines” by the Bank.
2018.05.10 In order to comply with the amendments to the Act, the discussion passed the amendments to the provisions of

the "Working Rules of BOK".
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Date The Resolutions
Discussions were made to amend Articles 6 and 7 of the Bank's "Code of Practice for the Implementation of the
2018.06.20 - "
Enforcement Compliance System".
2018.06.20 | Discussed by amending Article 16 of the “Code of Practice for Corporate Social Responsibility of BOK”.
Discussions were made to amend some of the provisions of the "BOK Information Business and Security Policy
2018.06.20 . e
Implementation Guidelines".
2018.06.20 | Discuss the comparison table of draft amendments to the Bank's “Measures for Handling Futures Trading”.
2018.08.16 Discussed the financial report of the Bank's second quarter of 2018 (January 1 to June 30, 2018) and the draft
T report prepared by Crowe Horwath (TW) CPAs.
For the distribution of new shares (37,119,281 shares) and cash dividends (130,419,097 yuan) for the 2017
2018.08.16 |annual surplus and capital reserve, the discussion will confirm the number of shares issued and formulate the
relevant dates such as the base date of the rights issue and the date of issuance.
2018.08.16 In response to business needs, the discussion passed the amendment to the fourth article of the "Regulations on
o the Board of Directors of the BOK".
To revise the sub-business, to discuss the "Procedures for the Prevention of Money Laundering and Terrorism"
and the "Guidelines for assessing the risk of money laundering and risk-taking and setting up relevant prevention
2018.08.16 " " . . . — " : .
plans" Conduct "Precautions against money laundering and counter-terrorism" and "Assessing the risk of money
laundering and risk-taking and setting up prevention and control policies and procedures".
2018.08.16 In order to provide diversified services for customers, we discussed the exchange of exchanges between NTD
T and foreign currencies.
Discuss the draft comparison table of the amendments to the provisions of the Bank's “Guidelines for the
2018.08.16 5 ot 3 5 -
Operation of Derivative Financial Instruments”.
2018.08.16 Discuss the draft comparison table of some amendments to the provisions of the Bank's “International Financial
T Business Branch Management of Derivative Financial Products Business Measures”.
Discuss the draft comparison table of the draft amendments to the “Financial Commodity Review Group
2018.08.16 . P
Operational Guidelines” of the Bank.
2018.08.16 The discussion was made through the formulation of the "BOK Computer Security Information Security
T Assessment Program".
The discussion was made through the formulation of the " BOK Reporting Case Handling Standards Operation
2018.08.16 Method"
The discussion passed the amendment of the Bank's “International Financial Business Branch Management and
2018.10.11 NSO
Management Guidelines”.
2018.11.08 Discussed the financial report of the Bank's third quarter of 2018 (January 1 to September 30, 2018) and the draft
T report prepared by Crowe Horwath (TW) CPAs.
Discussed by amending the Bank's "Protection of Insurance Agents to Prevent Money Laundering and
2018.11.08 Countering Terrorism" and its appendix "Suspected Money Laundering or Terrorism Trading Situation",
o "Concurrent Insurance Agent Business Assessment Money Laundering and Risk of Risks" Provisions for the
Prevention of Plan Policy and Procedures.
Discussed by amending the provisions of Article 9 of the Bank's “Management Measures for Personnel
2018.11.08 . . .
Management of Financial Management Personnel”.
2018.11.08 | Discussed by amending the provisions of the “BOK Stratification Responsibility Schedule”.
2018.11.08 For the substantial personal/property insurance agent of the Bank, discuss the matters related to the appointment
U of current employees and the signatory of insurance agents.
2018.12.20 | Discussed through the Bank's "2019 Annual Operating Plan".
2018.12.20 | Discussed the “Draft Operating Budget” of the Bank in 2019 (January 1 to December 31, 2019).
2018.12.20 | Discuss the 2019 internal audit plan prepared by the Bank.
2018.12.20 | Discussed the 2019 annual internal audit operation check plan through the Bank's concurrent securities business.
2018.12.20 | Discussed the adoption of the new “Integrity Code of Practice”.
2018.12.20 The discussion was made by amending the Bank's “Guidelines for the Handling of Derivative Financial
T Instruments”.
Discuss the amendments to some of the provisions of the Bank's Measures for the Administration of Risk
2018.12.20 o . :
Management of Derivative Financial Products.
The discussion was amended through Article 4 of the Bank's “BOK Transfer Investment Equity Management
2018.12.20 Guidelines”
2018.12.20 To discuss the adoption of the newly revised “Guidelines for the Implementation of the Internal Control Auditing

System and the Soliciting and Handling System of BOK Insurance Agency Business”.
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3.4.14 The Documented Disagreement or Written Statement of the Directors Against the Important Resolutions
Reached by the Board of Directors in FY 2018 and up to Mar. 2019:

12015

Date

The Important Resolutions

The Summary of Objection

None

None

None

3.4.15 Summarization of Resignation and Dismissal of Parties (Including Directors, President, Financial Supervisor,
Accounting Supervisor and Internal Audit Supervisor) Related to the Bank in FY 2018 and up to Mar. 2019:

Position Name Date of Employment | Date of Dismissal | Reason for Resignation or Dismissal
Accounting .
. Anna Hsu Jul. 01,2012 Feb. 01,2018 Retired
supervisor
3.5 Information Regarding Fee
Range of Information Regarding Fee
The Name of the Office of CPA The Name of the CPA Audit Period Remark
Crowe Horwath (TW) CPAs Jen-Yao Hsich Ping-Chang Su Jan. 1~Dec.31, 2018 None
Unit :NT$ Thousand
Fee Iterms . .
Tt P Audit Fee Non-Audit Fee Amount
under 2 million None 1,410 1,410
2 million (included) ~ 4 million 2,090 None 2,090
4 million (included) ~ 6 million None None None
6 million (included) ~ 8 million None None None
8 million (included) ~ 10 million None None None
over 10 million None None None
Unit :NT$ Thousand
Non-Audit Fee
The Name of the Office | The Name of the . CPA Audit
£CPA A Audit Fee . Remark
of CP, CP. System | Business | Human Period
. . . Others Sub-Total
Design |Registration| Resources
Crowe Horwath (Tw) | 50-Yao Hsich 1,410 Jan. 1~Dec.31,
CPAs 2,090 0 0 0 (Note) 1,410 2018 None
Ping-Chang Su

Note: The list of "non-audit public fees - other" amount of NT$1,410 thousand , mainly for the personal data protection mechanism check NT$200 thousand ; bank
money laundering and anti-terrorism NT$550 thousand ; CRS project 1.2 service fee NT$470 thousand ; the rest is the business tax direct deduction Visa fees such
as legal check, simple merger change registration, sales of bad debts, issuance of financial debt assessment reports, surplus and capital reserve to capital increase,
totaling NT$190 thousand.
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3.6 Alternation of CPA

3.6.1 About the Former CPA

Alternated date None
Alternated reason None
Related parties .
. CPA Appointer

Please specify whether the appointment is Situation
(SIS @ T e i by 119 Ep O i @ Voluntary termination of appointment None None
CPA.

No further acceptance (continuation) of appointment None None

Opinion and reason for any audit report other

. L None
than unqualified opinion in the last two years
= Accounting principles or practices
— Disclosure of financial statement
Yes
— Scope or steps of audit
Any disagreement with the Bank
— Others
No \Y%
Remarks None
Other disclosures None
3.6.2 About the Successive CPA
The name of the office of CPA None
The name of the CPA None
Date of appointment None

Before the successive CPA is appointed, if it inquired such accountant about the
accounting treatment method of specific transactions or the applicable accounting

. . . .. . ; . None
principles and his / her possible opinion on the financial report, it shall disclose the
matters it inquired about and the result thereof
The successive CPA’s written opinion in connection with the discrepancy of opinion None

between it and the former CPA

3.6.3 The Former CPA’s Written Response to the Matters Referred to in Article 10.6(1) and Article 10.6(2). (iii) of the
“Criteria Governing Information to be Published in Annual Reports for Bank™: None.

3.7 Chairman, President or Managers Responsible for Financial or Accounting Business Assume
Positions in the Office of CPA Certified the Bank’s Financial Statement or in the Affiliates
Thereof in the Latest Year: None.

50



Borporatejsovernance.

12016

eport

3.8 Changes in Shareholding of Directors, Managers and Persons who Must Declare their Shares
Pursuant to Article 11 of “Regulations Governing a Same Person or Same Concerned Party
Holding the Issued Shares with Voting Rights achieve a Particular Ratio of a bank.” for FY 2018
and up to Mar. 2019

3.8.1 Change of Shares

Jan. 1~Dec.31, 2018 Jan. 1~Mar.31, 2019
Title Name = =
Change in Increase (decrease) Change in Increase (decrease)
Shareholding on Pledged Shares Shareholding on Pledged Shares
g Yun-Peng Chang
Chaiman (Representative of Kaohsiung City Government) € € 0 0
Indeper'ldent plrcctor and Wen-Yuan Lin 0 0 0 0
Managing Director
Li- Ming Hsu
Managing Director (Representative of Kaohsiung City Government) 0 0 0 0
retired on Apr 20,2018
Chen-Cheng Chien
Managing Director (Representative of Kaohsiung City Government) 0 0 0 0
retired on Nov 15,2018
Liang-Chien L
Managing Director 1 1en' e . . 0 0 0 0
(Representative of Kaohsiung City Government)
. . Ho-Chung Fu
Managing Director . R . 0 0 0 0
(Representative of Kaohsiung City Government)
Yi-Der, Lee
Managing Director (Representative of Kaohsiung City Government) 0 0 0 0
retired on Jan 21,2019
Mei-Miao Tseg
Managing Director (Representative of Kaohsiung City Government) 0 0 0 0
retired on Jan 21,2019
Independent Director Mei-Yueh Ho 0 0 0 0
Independent Director Tzen-Ping Su 0 0 0 0
Che Shih
Director (Representative of Kaohsiung City Government) 0 0 0 0
retired on Jan 21,2019
Chien-Tsai Chao
Director (Representative of Kaohsiung City Government) 0 0 0 0
Retired on Dec 31,2019
Francis Lee
Director (Representative of Kaohsiung City 0 0 0 0
Government)
‘Wei-Pi Tsai
Direct 0 0 0 0
frector (Representative of Kaohsiung City Government)
g Tsung-kun Lee
Diteeton (Representative of Kaohsiung City Government) (33,399) 0 0 0
Chung-Hsin Li
Director . Sm, N . . 0 0 0 0
(Representative of Jinn Her Enterprise Co., Ltd.)
. Richard Lee
Diteston (Representative of Jinn Her Enterprise Co., Ltd) 0 0 v v
T
Director Wayne Se“‘c?' . . 0 0 0 0
(Representative of Jinn Her Enterprise Co., Ltd)
Jueifang P. Chen
Director (Representative of Bank of Kaohsiung Corporate 9,440 0 0 0
Union)
President Jin-Ann Wang 16,509 0 0 0
Exec. Vice President Tsui-Mei Hsu 4,806 0 0 0
Exec. Vice President and
Senior Vice President, Johnson Huang 2,269 0 0 0
Risk Management Dept.
Exec. Vice President and | J.C. Shou-Jen Chen
A . . 6,914 0 0 0
Senior Vice President Appointed on Apr.1, 2019
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Title

Name

Jan. 1~Dec.31, 2018

Jan. 1~Mar.31, 2019

Change in Increase (decrease) Change in Increase (decrease)
Shareholding on Pledged Shares Shareholding on Pledged Shares
Chief Auditor Chung-Chen Lin 2,331 0 0 0
Consultant and Chief ML G 3.368 0 0 0
Secretary
Chief Compliance Officer | Te-Chin Chou 2,211 0 0 0
Yi-Chen Yu 1,822 0 0 0
Chin-yu Hsueh 196 0 0 0
Jung-Tai Chang 1,983 0 0 0
. . . Yu-Chin Feng 941 0 0 0
Senior Vice President
Shiu-Hui Liu 2,130 0 0 0
J.C. Shou-Jen Chen 6,914 0 0 0
I-Fen Chen 4,891 0 0 0
Chiu-Mei Pan
Appointed on Feb.1, 2019 0 0 30,000 0
Consultant and General Wen-Lung Ting 2229 0 0 0
Manager,
Chiu-Chin Huang 2,245 0 0 0
Ying-Chung Lin 706 0 0 0
Ching-Hui Lin 1,950 0 0 0
Yuan-Chin Shiang 4,142 0 0 0
Ming-Hung Wu 2,900 0 0 0
Chiu-Lan Hsu 613 0 0 0
Ming-Ta Yang 1,787 0 0 0
Ching-Tsan Chen 1,460 0 0 0
Chi-Jen Lin 2,300 0 0 0
General Manager
Wen-Jung Huang 355 0 0 0
Hsien-Kuo Chen 2,193 0 0 0
Ting-Kuang Huang 0 0 0 0
Li-Hwa Chen 4,279 0 0 0
Wei-Min Wu 2,058 0 0 0
Shiow-Lien Su 4,239 0 0 0
Shu-Z. Chen 786 0 0 0
Mei-Chu Chang 4 0 0 0
Hsi-Chieh Wu 0 0 0 0
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Jan. 1~Dec.31, 2018 Jan. 1~Mar.31, 2019
Title Name = =
Change in Increase (decrease) Change in Increase (decrease)
Shareholding on Pledged Shares Shareholding on Pledged Shares

‘Wei-Tzu Huang 1,979 0 0 0
Hsiu-Yen Wu 721 0 0 0
Ying-Mien Hsu 1,533 0 0 0
Hsien-Cheng Huang 6,179 0 0 0
Chun-Wen Chen 0 0 0 0
‘Wen-Hau Sher 2,130 0 0 0
Chiung-Wen Chang 0 0 0 0
Tai-Lu Tu 568 0 0 0
Hueng-Fen Yen 1,749 0 0 0
Tung-Feng Wu 1,835 0 0 0
Don Huang 1,997 0 0 0
Hwa-Jen Lee 2,270 0 0 0
Su-Mo Liang 2,555 0 0 0
Pei-Fang Wang 1,606 0 0 0
Yu-Huey Tsao 2,208 0 0 0
Chuan-Pin Kao 1,946 0 0 0
Tung-Chiang Sung 1,896 0 0 0
Shou-Cheng Yen 349 0 0 0
Ming-Jing Sun 1,002 0 0 0
Chia-Hung Chen 808 0 0 0
Hui-Wen Chiu 1,124 0 0 0
Chi-Feng Liou
Appointed on Feb. 1,2019 0 0 0 0
Yu-Sheng Tsai B B B B
Appointed on Apr. 1,2019
Shi-Yen Huang B B B B
Appointed on Apr. 1,2019

Corporate shareholders

on behalf of the Directors | Kaohsiung City Government 16,008,334 0 0 0

(Note)

Corporate shareholders

on behalf of the Directors | Jinn Her Enterprise Co., Ltd. 4,031,840 0 2,250,000 0

(Note)

Corporate shareholders

on behalf of the Directors | Bank of Kaohsiung Corporate Union 549,577 0 0 0

(Note)

Note: Major shareholder, who owns more than 1% of the Bank’s outstanding shares.
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Relation of the Transaction Counterparties and Directors,
Supervisors of Bank and Persons who Must Declare their Amount
Reason The ; ” . .
Date of . Shares Pursuant to Article 11 of “Regulations Governing a on
Name of Share . counterparties of \ding th Number |
Transfer transaction share transfer Same Per;on or 'Same.Concernf:d Party Hq ding the .Issued Pledged
Shares with Voting Rights achieve a Particular Ratio of a Shares
bank.”
None None None None None None None
Note: There is no case of share pledges in FY 2018 and up to the Mar. 2019.
3.8.3 Information of Pledged Shares
Relation of the Transaction Counterparties and Directors,
Supervisors of Bank and Persons who Must Declare their Amount
Reason The . w . .
Date of . Shares Pursuant to Article 11 of “Regulations Governing a on
Name of Pledged counterparties . Number
Sh change £ sh f Same Person or Same Concerned Party Holding the Issued Pledged
ZICS of share transfer | gpareg with Voting Rights achieve a Particular Ratio of a Shares
bank.”
None None None None None None None

54

Note: There is no case of share pledges in FY 2018 and up to the Mar. 2019.

3.9 Information Disclosing the Relationship Between Any of the Bank’s Top Ten Shareholders as

Defined
Sep. 11,2018
Names and Relationship of Any of
g the Top Ten Shareholders being a
Shareholding St L shirizn e through Related Party as Defined or spouse
Shareholding Other Parties . o
Name or relatives within 2nd degree of
relationship
Shares % Shares % Shares % Name Relationship
Kaohsiung City Government 448,666,036 43.13 0 0 0 None None
Foundation
Jinn Her Enterprise Co., Ltd. 96,352,444 9.26 0 0 0 [asinig i The same
Her social welfare principal
charity foundations
Foundation Kaohsiung Jinn Her Jinn Her Enterprise | The same
social welfare charity foundations Sl — 2 g L Co., Ltd. principal
Mr. Chen Qichuan, Foundation of
Culture and Education Foundation SRR S v v v None None
Yuan Yang Logistics Co., Ltd. 31,098,153 2.99 0 0 0 None None
Chun-Chin Shih 22,314,452 2.14 18,278,426 1.76 0 Mei-Yuan Yu Spouse
Standard Chartered international
commercial banking department
entrusted with the custody
ISHARES MSCI Emerging 21,374,798 2.05 0 0 0 None None
Markets ETF core investment
accounts
Mei-Yuan Yu 18,278,426 1.76 22,314,452 2.14 0 Chun-Chin Shih Spouse
Citigroup (Taiwan_) commercial
banks entrustqd with the custody 9,374,943 0.9 0 0 0 None None
Norges Bank investment
accounts.
Citigroup (Taiwan) commercial
banks entrusted with the custody
dimensional assessment of 6,291,081 0.6 0 0 0 None None
emerging market investment fund
accounts
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3.10 The Shareholding and Syndicated Shareholding of an Identical Invested Business Held by the
Bank, Directors, President, Exec. Vice Presidents, Heads of Departments and Branches and the
Bank Directly or Indirectly Governed Business

Dec 31, 2018
Unit :Shares ; %
Investments of Directors,
Supervisors, President, Exec.
, Vice Presidents, Heads of .
Name The Bank’s Investments [ ST —_ - Syndicated Investments
and the Bank Directly or
Indirectly Governed Business
Shares % Shares % Shares %
Taipei Forex Inc. 700,000 3.53179 0 0 700,000 3.53179
Taiwan Futures Exchange Corporation 1,002,268 0.30000 0 0 1,002,268 0.30000
Taiwan Finance Corporation 51,616,500 10.00000 0 0| 51,616,500 10.00000
Waterland Securities Co., Ltd. 37,026,460 4.93686 0 0| 37,026,460 4.93686
Taiwan Asset Management Corporation 6,000,000 0.56754 0 0 6,000,000 0.56754
Taiwan Financial Asset Services Co., Ltd. 5,000,000 2.94118 0 0 5,000,000 2.94118
Kaohsiung Rapid Transit Corporation 643,031 0.23080 0 0 643,031 0.23080
Financial Information Services Co., Ltd. 6,116,873 1.17181 0 0 6,116,873 1.17181
Taiwan Depository & Clearing Corporation 307,306 0.08298 0 0 307,306 0.08298
Sunny Asset Management Corporation 347 0.00578 0 0 347 0.00578
iPASS Corporation 4,000,000 3.50877 0 0 4,000,000 3.50877
TWMP Co., Ltd. 300,000 0.50000 0 0 300,000 0.50000
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4.1 Capital and Shares

I . Issued Shares Unit : NT$
Year / Month Par Value Authorized Capital Paid-in Capital Remark
/Date Shares Amount Shares Amount Sources of Capital Others

Initial capital and capital increase by cash,
Mar. 31, 2019 10 1,500,000,000{15,000,000,000( 1,040,343,106| 10,403,431,060|by capital reserve, by special reserve, and =

by earnings in the past years.

Note: The bank did not offset any source of capital by monetary claims and skills.

II. Capital Increase Information Unit : NT$

Authorized Capital
Paid-in Capital

FY

Remark Authorized by the Competent Authority

- MOF, Tai-Tsai-Rong-No.18127

1983 250,000,000 Initial capital NT$450 million by cash (Jul. 8, 1981)
— Lo o MOF, Tai-Tsai-Rong-No.770059046
1988 650,000,000 Capital increase NT$200 million by cash (Feb. 26, 1988)
— oo s MOF,Tai-Tsai-Rong-No.770430291
1989 850,000,000 Capital increase NT$200 million by cash (Nov .23, 1988)
— o L MOF, Tai-Tsai-Rong-No0.800078016
1990 1,050.000,000 Capital increase NT$200 million by cash (Mar. 2, 1991)
1994 — | 1. Capital increase NT$190 million by special reserve MOF, Tai-Tsai-Rong-No.84707685
1,534,740,000 | 2. Capital increase NT$294 million and 740 thousand by cash (Mar. 27, 1995)
1996 | Capital increase NT$618 million and 339.500 thousand by cash WO IR R AL T 1
2,153,079,500 (Sep. 6, 1995)
1997 - o 5 - MOF, Tai-Tsai-Rong-No.86056443
(1997.6.4) 2.367.968.260 Capital increase NT$214 million and 888.760 thousand by cash (Mar. 11, 1997)
1998 - o e . .. MOF, Tai-Tsai-Rong-No.86164514
(1997.10.9) 3.867.968.260 Capital increase NT$1.5 billion by cash (Public solicit) (Jun. 10, 1997)
1999 - oo s . MOF, Tai-Tsai-Rong-No.87419912
(1999.3.1) 2.486,843.180 Capital increase NT$618 million and 874.920 thousand by special reserve (Dec. 30, 1998)
2002 - I . . MOF, Tai-Tsai-Rong-No-0910030462
(2002.8.19) 2.576.580,040 Capital increase NT$89 million and 736.860 thousand by earnings (Jul. 10, 2002)
2004 - o - . MOF, Tai-Tsai-Rong-(2)-N0.0930020109
(2004.8.16) 5.034.238,040 Capital increase NT$457 million and 658 thousand by capital reserve (Jun. 28, 2004)
2005 15,000,000,000 Register authorized capital FSC, Jin-Kuan-Yin-(2)-No.0948010949
(2005.6.23) 5.034.238,040 | Coisierauthonized cap (Jul. 27, 2005)
2008 15,000,000,000 o L . FSC, Jin-Kuan-Cheng-(1)-No.0970032868
(2008.8.26) 5.257.981.950 Capital increase NT$223 million and 743.910 thousand by earnings (Jul. 9, 2008)

1. Capital increase NT$78 million and 869.720 thousand by earning

2011 15,000,000,000 | 5. Capital increase NT$525 million and 798.190 thousand by special FSC, Jin-Kuan-Cheng-No. 1000031062
(2011.8.7) roserve (Jul. 13,2011)
o 5,869,475,790 | 3 Capital increase NT$6 million and 825.930 thousand by employees’ T
bonuses
15,000,000,000 o L in- - -No.
20 1210} (l) 26) 7 069.475.790 Capital increase NT$1.2 billion by cash fSSe(;), ;mzloilu {a)n Oligmpa. (UL
15,000,000,000 | 1. Capital increase NT$127 million and 250.560 thousand by earning -y . g
A 2. Capital increase NT$13 million and 765.550 thousand by employees’ LG U ST R NP0
(2013.09.12) 7,210,491,900 bonuses (Jul. 15, 2013)
1. Capital increase NT$43 million and 262.950 thousand by earning
2014 15,000,000,000 | 5. Capital increase NT$144 million and 209.830 thousand by special FSC, Jin-Kuan-Cheng-No. 1030028076
reserve ’ '
(A0S 7,403,513,870 | 3- Capital increase NT$5 million and 549.190 thousand by employees’ (@it S, 201
bonuses
15,000,000,000 | 1. Capital increase NT$347 million and 965.150 thousand by earning Ao . =
(2012501(5) 01) e 2. Capital increase NT$37 million and 180.230 thousand by employees’ gilc’zjlmz%lll?)l Ol Nfae A0
T oS BE, bonuses e
2016 15,000,000,000 | 1. Capital increase NT$405 million and 10.280 thousand by earning
(2016.10.14) g 2. Capital increase NT$38million and 568.720 thousand by employees’ FSC, Effective registration in Aug. 3, 2016.
e e bonuses
15,000,000,000 L L in- 2 -No.
(20%213722) 10.032.238.250 Capital increase NT$1.8 billion by cash Zig’ ;u;(l)(;;a;n SN I
15,000,000,000 | 1.Capital increase NT$200 million and 644.760 thousand by earning ; MU S
(20?319811) 10.403.431.060 2.Capital increase NT$170 million and 548.050 thousand by special gg 1C8’ Iehseesii e G stim o s, 112,
7 403,451, reserve .

56




TN -

III. Type of Stock

2019.3.31
Authorized Capital
Share Type Remarks
Issued Shares Un-issued Shares Total Shares
Common Stocks 1,040,343,106 459,656,894 1,500,000,000 Listed on the TSE
4.1.2 Status of Shareholders
2018.9.28
tem | Oemmen | i Ot duidil | Domete | niions & | o
atural Persons
Number of Shareholders 2 0 51 22,338 98 22,489
Shareholding 449,471,785 0 213,930,397 304,827,954 72,112,970 | 1,040,343,106
Percentage 43.2 0 20.56 29.31 6.93 100
4.1.3 Shareholding Distribution Status
I . Common Shares (The Par Value for each share is NT$10)
2018.9.28
Class of Shareholding (Share) Number of Shareholders Shareholding (Shares) Percentage
1 = 999 8,264 1,949,623 0.19
1,000 — 5,000 6,414 14,289,980 1.37
5,001 — 10,000 3,759 23,437,854 2.25
10,001 — 15,000 1,282 15,405,702 1.48
15,001 — 20,000 517 8,732,904 0.84
20,001 — 30,000 724 17,616,415 1.69
30,001 — 50,000 597 22,145,357 2.13
50,001 — 100,000 448 29,419,035 2.83
100,001 — 200,000 251 34,708,729 3.34
200,001 — 400,000 126 34,299,588 3.30
400,001 — 600,000 35 16,581,107 1.59
600,001 — 800,000 15 10,661,049 1.02
800,001 — 1,000,000 9 7,857,157 0.76
Over 1,000,001 48 803,238,606 77.21
Total 22,489 1,040,343,106 100.00

1T . Preferred Shares : None.
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4.1.4 List of Major Shareholders

2018.9.11
Shareholding
Shareholders’s Name
Shares Percentage
Kaohsiung City Government 448,666,036 43.13
Jinn Her Enterprise Co., Ltd. 96,352,444 9.26
Foundation Kaohsiung Jinn Her social welfare charity foundations 34,659,117 3.33
Mr. Chen Qichuan, Foundation of Culture and Education Foundation 33,068,893 3.18
Yuan Yang Logistics Co., Ltd. 31,098,153 2.99
Chun-Chin Shih 22,314,452 2.14
Standard Chartered international commercial banking department entrusted with 21.374.798 205
the custody ISHARES MSCI Emerging Markets ETF core investment accounts T ’
Mei-Yuan Yu 18,278,426 1.76
Cltlgroup (Taiwan) commercial banks entrusted with the custody Norges Bank 9,374,943 0.90
investment accounts.
Citigroup (Taiwan) commercial banks entrusted with the custody dimensional
. . 6,291,081 0.60
assessment of emerging market investment fund accounts
Note: Major shareholder means who owns more than 1% of the Bank’s outstanding shares or is one of the top ten shareholders.
4.1.5 Market Price, Net Worth, Earnings, and Dividends Per Share for the Past Two Years
Unit : NT$
FY 2018 2017
Item
Highest 9.90 10.40
Market Price Per Share
(Note 1) Lowest 9.05 8.97
Average 9.55 9.57
Net Worth Per Share Before Distribution 13.88 14.14
(Note 2) After Distribution — 14.01
Weighted Average Shares 1,040,343,106 963,771,770
Earnings Per Share Diluted Earnings Per Share 0.46 0.47
Adjusted Diluted Earnings Per Share = 0.45
Cash Dividend 0.11 0.13
Stock Dividends from Retained Earnings 0.155 0.20
Dividends Per Share Dividend
vidends | pividends from Capital Surplus 0.235 0.17
Accumulated Undistributed Dividends 0 0
Price / Earnings Ratio (Note 3) 20.76 20.36
Return on Investment Price / Dividend Ratio (Note 4) 86.82 73.62
Cash Dividend Yield Rate (%) (Note 5) 1.15 1.36

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

corresponding year.

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

Meeting.
3. Price / Earnings ratio = Average Market Price / Earnings per Share.
4. Price / Dividend ratio = Average Market Price / Cash dividends per Share.
5. Cash Dividend Yield Rate = Cash Dividend per Share / Average Market Price.



F2015

4.1.6 Dividend Policy and Implementation Status
I . Dividend Policy : Please refer to pagel128 for “Notes to Financial Statements 6.22 Equity” .

II. The FY 2019 shareholders meeting has resolved to distribute a cash dividend of NT$0.11 and stock dividend
of NT$0.39, total NT$.50 shareholders for FY 2018.

4.1.7 The Impact of Stock Dividend Distribution Resolved by the 2019 Shareholders Meeting on the Banks Operating
Performance and Earnings Per Share (EPS): In this session, the Shareholders’” Meeting desired to pay out stock
dividends from capitalization of retained earnings amounting to NT$405.7738 million at the ratio of 3.9% (39
shares for every thousand shares). The basic EPS of BOK in 2018 was NT$0.46and was estimated at NT$0.44/
share after the payment of stock dividends from the capitalization of capital reserve and retained earnings. The
influence of the adjustment on EPS was insignificant and had no influence on business performance.

4.1.8 Employees Bonus and Directors Remuneration

I . Information relating to employees bonus and directors remuneration in the Articles of Incorporation please
refer to pagel134 for “Notes to Financial Statements 6.32 Employees Benefit Expense” .

II. (i) Estimate foundation of employees bonus and directors remuneration:

This Banks management estimated employee bonus and remuneration to directors pursuant to the
Articles of Incorporation.

(i1) The share calculation basis of employee remuneration apportioned with shares and the accounting
disposition when the actual apportioned amount is different from the estimated number:

The difference shall be identified as accounting change. The accounts will be adjusted in the same with
resolution of Board of Directors and stated as income for the current period.

IIl. The board of directors passed the 2018 apportioned remuneration:

(1) The remuneration amount for employees and directors apportioned with cash or shares. If the amount
is different from the estimated amount in the year of recognizing expenses, the number of difference,
reasons and disposition shall be disclosed:

Employee remuneration cash amount: NT$ 21,843,522.
Employee remuneration shares amount: NT$ 0.
Director remuneration amount: NT$ 5,460,880.

Employee compensation compared with the estimated amount listed increase NT$903,522,
representing an estimated compensation of directors to reduce the amount of column NT$225,880;
Department differences caused by changes in accounting estimates, the amount of the difference between
profit or loss adjusted fiscal FY 2019.

(i) The employee remuneration amount apportioned with shares and that amount accounting for the
proportion of the net profit after tax in this term’ s single or individual financial report and the total
number of employee remuneration: 4.36%.

IV. The actual apportionment of employee, director and supervisor remuneration (including apportioned shares,
amount and share price) of 2017. The number of difference, reasons and disposition shall be clarified if the
remuneration is different from the recognized employee, director and supervisor remuneration:

(i) Earnings distribution for employee bonus for FY 2017: NT$24,778,176.

(ii) Remuneration to directors and supervisors appropriated from retained earnings for FY 2017:
NT$6,194,544.

(iii)Corresponded with the decision of the Board of Director.

4.1.9 Buyback of Treasury Stock : None.
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4.3 Financing Plans and Implementation

Up to QI of 2019, with respect to each uncompleted public issue or private placement of securities and financial

debentures :
Date and
approval .
Year Content of the plan document no. of The purpose of the plan The accomplishment
FSC
The 5th session of the 13th 2018.03.15 issued a 7-year subordinate
Board held on 2017.09.28 . financial bond of 1.5 billion yuan, raised
. FSC, Jin-Kuan- . . .
passed (note) the issuance of Yin-Guo- No Pool up equity capital | funds as a fund for loan allocation and
2017 |long-term subordinated bank 106003 02770' for bolstering capital investment business, and the remaining
debenture amounting to NT$3 structure amount of 1.5 billion yuan was not
e (Dec. 26, 2017) .
billion in 1 year approved on implemented due to the urgency of non-
2017.12.26 issuance.

Note: BOK made an important announcement after the resolution by the Board.
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- FY2018

PperationallHic

5.1 Business Scope

5.1.1 Main areas of business operations

Business Item Major Business

New Taiwan dollar demand, time and check deposit transactions, remittances, bills collection, agency
services, etc.

With Respect to High Net Worth Customers, the Personnel of Wealth Management Provide the
Wealth Management Business | Financial Planning or Allocation of Assets Per Customers’ Requirements and Offer Various Financial
Products and Services Included in the bank Business Lines Approved by the Competent Authority.
Consumer Banking Product : Mortgage Loans, Simple Credit Loans, Operating Fund Financing,
Individual Credit Loans, Tuition Loan etc.

Deposit Business

Loan Business Corporate Banking Produc : Operating Fund Financing, Loans for Capital Expenditure, Project Loans,
Issuance of Local Letters of Credit, Letter of Credit Issuance, Export Negotiation, Guarantees and
Acceptances etc.

Chip Combo Card, Internet Banking, Web ATM, Telephone Voice Service, Financial XML-based
operating Platform for Collecting Banks, Domestic ATM Acquiring Affairs in Union Pay Card in
Taiwan, Electronic Payment System of Kaohsiung City Treasury, Mobile Banking, Credit Cards and
Credit Card Processing etc.

Export, Import, Outward and Inward Remittance, Foreign Currency Deposit (and OBU Foreign
Foreign Exchange Business Check Deposit), Foreign Currency Loans, and Payment Secured by Foreign Currency, Transaction of
Derivative Financial Products.

Trust of Real Estate, Trust of Securities, Money Trust, Trust of Money Claim and Guaranted Right
of Object, Assumption of Executor and Administrator Of Estates of Deceased Person, Discretionary
Investment Business, Act as Agent for Issuance, Transfer and Registration of Marketable Securities, and
Payment and Distribution of Dividends, Interests and Bonus, Provide Advisory Service on Issuance and
Offering of Marketable Securities, Subscription Business of Portfolio, Custody Services, Safe-Deposit
Box Rental Service etc.

Electronic Financial Business

Trust Business

Transactions of Stocks, Beneficiary Certificates for Funds, Short-Term Bills, Preferred Stocks
Transactions of Stocks, Beneficiary Certificates for Funds, Short-Term Bills, Preferred Stocks with
Fixed Income, Negotiable Certificate of Deposit of the Central Bank, Government Bond, Corporate
Bond, Beneficiary Securities and Asset-Backed Securities.

Investing Business

Gold passbook single purchase, resale, withdraw; regular fixed purchase, resale and inter-account

1d P k Busi .
Crolld Praslimolt Bz transfers and other services.

Personal insurance agency business: life insurance, health insurance, injury insurance, annuity
insurance, investment insurance, foreign currency non-investment insurance products.

Insurance Agency Business Property insurance agency business: residential fire insurance, commercial fire insurance, automobile
(machine) vehicle mandatory and arbitrary liability insurance, injury insurance and health insurance,
liability insurance products.

5.1.2 Weightings and Changes of Key Business Assets against Total Assets
Unit : NT$ Million, %

. . 2018.12.31 2017.12.31
Major Business
Amount % Amount %
Total Assets 267,999 100.00 263,364 100.00
Consumer Banking Business 63,083 23.54 63,915 24.26
Corporate Banking Business 120,372 44.92 114,407 43.44

5.1.3 Weightings and Changes of Key Business Revenue against Total Operating Revenue
Unit : NT$ Million, %

2018.1.1-2018.12.31 2017.1.1-2017.12.31
ftem Amount % Amount %
Total Operating Revenue 5,886 100.00 5,179 100.00
Revenue on Loan Business 4,047 68.76 3,719 71.51
Revenue on Investing Business 1,402 23.82 1,058 20.34
Revenue on Wealth Management Business 336 5.71 303 5.83
Revenue on Deposit Business 21 0.36 21 0.404
Revenue on Foreign Exchange Business 22 0.37 21 0.40
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5.1.4 Business Plan in 2019

I. Loan — Increase interest and fee income:

(i) Increase the proportion of SME loans to local industries, fully supporting 5+2 industries and local
industries.

(i1) Provide one-stop service for quality construction loans to increase interest and service charge income.

(iii) Provide mortgage projects for quality client groups, to maintain mortgage volume and increase the
number of non-mortgages loan clients to increase interest spreads.

II. Deposits — Reduce funding cost:
(1) Adjust deposit structures to reduce funding cost.
(i1) Expand new sources of deposits and increase the number of corporate depositors.
(iii) Increase demand deposits that are low in capital costs and increase the proportion of demand deposits.

(iv) Divert deposits that are high in capital costs to foreign exchange deposits or held as financial planning
commodities.

III. Foreign Exchange — Expand interest spread, increase revenue:
(i) Promote foreign currency loan and international syndicated loans to increase overall revenue.
(i1) Expand deposit base and increase the number of foreign currency deposit customers.

(iii) Increase the amount of foreign currency deposits to support foreign currency loans and international
syndicated loans with a view to reducing the cost of inter-bank lending.

(iv) Increase the amount of foreign exchange business and income from commission & service fees of foreign
currency.

IV. Non-interest income — Increase the proportion in total revenue:
(1) Increase low-risk commission income:

A. Enhance wealth management clients, develop diverse wealth management products to reinforce sales
development and increase overall revenue.

B. Promote long-term premiums that are paid in installments, introduce new life insurance to different target
groups.

C. Promote trust services including real estate (house building) trust, real estate value trust, ever-rich trust,
charitable trust and public officials property trust.

(i1) Improve performance of financial operations:
A. Improve domestic and overseas stock, fund and bond operations.
B. Stimulate transaction demand for clients’ commercial foreign exchange and financial derivatives.
C. Augment investments in securities denominated in foreign currencies and increase income.
V. Develop Digital Banking — Optimize Online Customer Service:
(1) Continue to improve online banking services and increase the proportion of off-counter transactions.
(i1) Improve overall mobile App service, strengthen safety control of mobile transaction.
(iii) Collaborate with other industries to introduce new payment methods to extend the exposure of e-banking.
(iv) Launch digital banking service in response to the trend of technology development in digital financing.
VI. Strengthen Legal Compliance — Improve operational efficiency and implementation of regulations:

(1) Propose complete plans for adequate compliance with rules and regulations and improve compliance
effectiveness.

(i1) Implement operations regarding monitoring the risk of regulatory changes to prevent breaching of the law.

(iii) Commit to the implementation of the most up-to-date AML/CFT regulations, CRS regulations, and
regulations regarding PIMS and GDPR. Reinforce legal compliance training of our personnel, and
establish a law-abiding corporate culture.
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VlIlLInternal Control — Balance between risk control and operational efficiency:

(i) Supervisors in each department should reinforce their assistance and monitoring of their branches to bolster
the effectiveness of the second line of defense.

ii) Continue to strengthen the three line of defense and implement self-auditing and fraud prevention. The
g p g p
general audit mechanism review will remain to strengthen the internal control system and simplify
operating procedures.

5.1.5 Market Analyses

I . Regions Where the bank Operates

The bank focuses primarily on the domestic market. Until the end of 2018, the bank has 40 business units
(exclusive of OBU), 27 of which are located in Kaohsiung City, 1 in Pingtung City, Tainan City, and Hsinchu
City, 2 in New Taipei City, and Taoyuan City, 3 in Taichung City and Taipei City.

IT. Future Supply and Demand and Growth of the Market in which the bank is Engaged

In the face of excessive competition in Taiwan's financial market, domestic interest rates have remained
at a low level, and market competition has become more intense, resulting in limited growth of domestic profit
sources; in order to implement the supervisory requirements of the competent authorities for the prevention of
money laundering and anti-terrorism mechanisms and information security control To increase the operating
costs gradually; the opening of the "pure online banking" license is expected to become more intense in the
financial market. With the rapid development of digital technology in the world and the challenge of Bank 4.0

“Finance is always there, banks are no longer?” , the Bank launched a digital financial business development
plan through a comprehensive promotion of the digital transformation strategy, which was promoted in three
phases, including promotion. And optimize personal online banking, corporate financial network and mobile
banking APP service functions; expand the function of CRM system and develop basic big data analysis;
develop big data analysis and combine Al artificial intelligence application, etc., and adjust with Fintech's
development.

III. Competitive edge, factors favorable and unfavorable for development and responses
BOK is bound to confront the following under the changeable global economic situation:
(i) Favourable Factors

A. The Kaohsiung City Government holds 43.13% of the bank ownership interest, providing stable
management as well as consistent sources of deposit and loan businesses.

B. The bank has capitalized on the distinct industry characteristics of the Kaohsiung region, and developed its
SME:s lending for many years. It has accumulated a customer base that generates consistent revenues, and
a loan portfolio that grows progressively year after year. The bank is well-positioned in the local market.

C. The bank is actively developing the wealth management business for higher fee-based income and
diversifies earnings.

D. The bank has exerted its trust professionalism to successfully launch the specialty trust businesses using
the social assistance public welfare trust as the foundation to promote the trust needs to the general
everyday-life level, and to reduce the threshold of trust to actively promote trust inclusion.

E. The Bank is the only Bank headquartered in Kaohsiung City tightly integrated with the economic
development of the local businesses as well as the financial needs of the social community. We will
continue to exert the local financial responsibility and municipal cooperation.

F. Taiwan has entered the dual social problem of population aging and childlihood and the reform of the
military retreat, and the demand for investment and wealth management has increased.

(i1) Unfavourable Factors

A. No overseas branch has been established yet, which deprives the Bank of the opportunity for development

of business with Taiwan business persons and business development.
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B. Keen competition in the banking industry in Taiwan and the products and services provided are highly

homogeneous.

C. Globalization of finance and banking and cross-sector competition of the financial holding firms takes

away the market share previously gained by the medium and small banks.

D. Global economic environment is unfavorable and the financial sector is under undue pressure.

E. In response to the implementation of related measures such as anti-money laundering and anti-terrorism,
the transfer and control of funds for high-asset customers will be more stringent, and the customer's

mentality will tend to be conservative.

(ii1) Response Measures

A. Increase the size of capital, strengthen the competitiveness and risk-bearing capacity, and create revenue.

B. Continue enhancing upgrading the proportion of loans to SMEs, fostering local SMEs, increasing the

bank’ s income and creating a win-win situation.

C. Integration of marketing resources with a focus on product development and pursuit of cross-marketing.
Concentrate on key customers in business transactions to enhance the overall contribution value of

customers.

D. The ongoing development of digital banking technologies compelled the Bank to strengthen its staff in

the mindset of digital banking and the ability to perform so as to upgrade the operation performance and

competitive power in the market.

E. Pursuit of a positive strategy in investment for a higher return in consideration of a proper balance between
risk and return for the dynamic allocation of assets for higher return.

F. Pursuit of market segmentation and management of customer asset positions by cluster and category with a

focus on key customers of wealth management. Provide customized integrated financial and asset planning

for customers.

5.1.6 Overview of Research and Business Development of Financial Products

1. The Scale and Performance of Major Financial Products and Corresponding New Functional Units in the Past

Two Years

(1) Scale of Major Financial Products

Unit : NT$ Million

Major Financial Products 2018.12.31 Balance 2017.12.31 Balance
Loans to SMEs 56,929 56,921
Tuition Loan 5,150 5,379
Simple Credit Loans 556 641
:Ezsii::[mey Trusts Earmarked for Investing Foreign and Domestic 19.179 17.840
Trust Assets 23,970 20,938

(i) New Business Units : On January 23, 2018, the Insurance Agent Department of BOK was established,

merging the subsidiaries “Kaohsiung Bank General Insurance Agent Co., Ltd.” and “Kaohsiung Bank

Life Insurance Agent Co., Ltd.” .
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II. Expenditure & Results of R & D in the past two years and Future Plans

(i) Expenditure of R & D
Unit : NT$ Million

Year 2018 2017
Amount 0.67 0.65

(ii) Results of R & D

Business Item Financial Products

1.Launched New Caoya region land sale project loans.

2.Housing Endowment Leisure Living for the Elderly project loans.
3.Urban danger and old buildings accelerate the reconstruction of loans.
4.LME metal commodity warehouse receipt financing loan.

Loan Business

1. Establishing BOK payment ecosystem and providing convenient customer services. The Bank's
development of Fintech's financial technology is as follows:

(1) Through the FISC Taiwan Pay QR Code platform, the Mobile Bank App has added Taiwan's Pay
QR Code transfer, payment and consumption deduction functions to expand the mobile banking
function.

(2) Cooperate with different industries, add “LINE Pay iPASS” and JKOPAY to handle Account
link account link function, in addition to binding the Bank's credit card, and can provide complete
link account deduction, stored value, transfer, and withdrawal. Wait for more yuan services. Among
them, the " LINE Pay iPASS " linked account business is the first batch of banks in the industry to
lead the majority of banks. Through the new services, customers will have more convenient and
complete payment tools to create a quality payment experience.

Digital banking 2. Consolidate existing Taiwan, foreign currency deposit statements, electronic bank transaction

operation statements, gold passbook statements, fund statements and loan statements as a single consolidated
statement, which can save duplicate shipping costs, and On the comprehensive statement, we will
effectively carry out the common marketing of various commodities of the Bank.

3. In response to the digital financial trend, optimize the Bank's mobile banking system architecture,
and enhance related service functions. At the same time, in order to strengthen the user experience,
new customers can obtain fingerprints, fingerprint identification, face recognition, and direct identity
authentication to enable financial services. Closer to customer needs.

4. Launched a new "BOK e-Link APP" to create more convenient mobile banking services, provide more
types of trading functions, convenient operation interface and architecture, and support a variety of
mobile devices.

5.BOK exclusively installed the "Convenient Personal Internet Bank" and "Convenient Internet ATM"
for the blinds as to make banking service more friendly for the handicapped.

(iii) Future Plans of R & D
Unit : NT$ Million in 2018.3.31

Plans of R & D Progress Fees of R& D| Time of Work-Down Key Point of Success
Installation of the backup Installation of online transaction
connection network for Internet |Under planning 5 2019.12.31 automatic detecting orientation
transactions mechanism for backup purpose.
Comieliz(ion o temen Under planning 4 2019.12.31 Retention of log for audit management.
management
Advanced prevention of Under planning 3 20191231 Conforming to information security

continued attacks (APT) requirement.

Conforming to information security

Prevention of phishing websites |Under planning 3 2019.12.31 :
requirement.

Passed by the 1st session of Fortify BOK in digital banking operation

Data warehouse and CRM the Information and Security with proper installation and use of the
o 19.8 2019.12.31 CRM system of the Bank, provide

management system Advocacy Committee in 2018

(2018.3.21) for reference filing information on contribution of customers

to improve the profit status of the Bank.

5.1.7 Plans for Long-term and Short-term Business Development

I .Short-term Business Development : Please refer to page 64 “5.1.4 Business Plan for 2019”
II. Long-Term Development : Please refer to page 6 “1.3 Development Strategy in Future”
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5.2 Human Resources

Highlights

5.2.1 Information of Employees for the Past Two Years & Up to Mar. 2019

Item

test qualified

Y 2019.3.31 2018 2017
Number of Employees (Person) 1,007 1,018 955
Average Age (Years old) 46.82 47.00 47.74
Average Years of Service (Year) 19.25 19.45 20.60

Ph.D. 0.2 0.29 0.21
Masters 17.38 16.80 16.21
Level of Education (%) Bachelor’ s Degree 74.18 74.75 74.76
Senior High School 7.54 7.47 7.96
Below Senior High School 0.7 0.69 0.84
Securities Investment Analyst 4 4 4
Securities Specialist 115 117 93
Senior Securities Specialist 266 268 246
%erzlglst;ies;;\s/estment Trust and Consulting 207 208 194
Analysts of Futures Trading 1 1 1
Futures & trust fund sale representatives 123 124 121
Bill Finance Specialist 221 224 224
Trust Supervisor 7 8 8
Trust Manager 135 138 188
Name of Employees With | Trust Operations Personnel 756 757 718
Certi.ﬁcate.s, Licenses and [ Bagic Test for Bank Internal Control 755 757 733
Qualifications (person) General Insurance Agency 4 4 3
Insurance Agency 8 3 6
Life (Investment Link) Insurance Sales Agents 850 856 859
Non-Life Insurance Sales Agents 657 667 671
Certified Public Accountants 1 1 1
Derivative finance (structural goods) sales staff 447 406 380
Financial digital power knowledge test passed 39 = =
Anti-money laundering and anti-terrorism 18 B B
professionals qualified for testing
Financial personnel risk management basic ability 4 - -

5.2.2 Employees' Further Education and Trainingg

I . For the purpose of encouraging employees to undertake further studies in off-work hours, the Bank has a
policy of reimbursing half of the tuition fees for any employees undertaking further studies relevant to their
work at universities, colleges or graduate schools of universities. The Bank has sponsored 9 person-times in

FY 2018.

II. In order to advance the professionalism and skills of the bank ‘s employees, develop future human resources
in all kinds of business and with the aim of improving employee quality and enhancing our service quality,
the Bank continually plan for the various training programs from time to time. Details of training programs

for FY 2018 are as follows:

(i)Internal Training (Include Commissioned Training): In 2018, 79 class-times of were offered and a total
of 3,321 person-times attended the training, which covered the various fundamental sales training
courses; advance finance and sales courses; regulations educational courses; new financial products (and
promotion) courses and financial management and insurance or marketing techniques; as well as seminars

and leadership management course.
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(i1) External Training : Due to business requirements, the bank sent employees from time to time to attend
the relevant training programs organized by other related educational training institutions. In FY 2018, we
have sent a total of 784 person-times to participate in such training programs.

(ii1) Overseas Educational Visits / Seminar : In FY 2018, the bank sent 15 person-times abroad to undertake
educational visits.

(iv) To fulfill the coroprate governance system and upgrade directors' / supervisors' professional intelligence,
the bank sent 13 directors including Yun-Peng Chang to attend the corporate governance or financial
professional programs in 2018, totaling 53 person-times.

5.3 Social Responsibility and Moral Behavior of the Bank

5.3.1 Corporate Social Responsibility Governance Structure

For the proper performance of corporate social responsibility, BOK has established the “Corporate Social
Responsibility Committee” . The Chairman of the Board acts as the Director-General of the committee and the
President acts as the Deputy Director-General. The Vice President acts as the Supervisor and the function heads
of the corporate headquarters are members of the committee. There isa “CSR Compilation Team” under the
committee. The Executive Administration Department is the Secretariat and is responsible for administering the

“CSR Compilation Team” . The committee consists of the following functional groups:

I. The “Corporate Governance” Group: led by the Business Management Department for the advocacy and
pursuit of corporate governance.
II. The “Customer Concern” Group: led by the Compliance Department for the advocacy and pursuit of
matters related to customer concerns.
III. “Employee Care” Group: led by the Human Resources Department for the advocacy and pursuit of matters
related to human rights and employee care.
IV. “Sustainability” Group: led by the Executive Administration Department for the advocacy and pursuit of
energy saving and carbon reduction, environmental protection and the sustainability of resources and energy.
V. “Social Charity” Group: led by the Executive Administration Department for the advocacy and pursuit of
social charity and concern, community development, support of art and cultural activities and sports.
Each Group shall perform their assigned duties and keep track of the result within the scope of corporate social
responsibility, and compile the results into the “Corporate Social Responsibility Report” at the end of each year to
report to the Board.

Chairman

President

Exec. Vice President

Executive
Administration Dept.
Team for CSR

Custome i . ey
Corporate u T Caring for Env1romnental Charitable Activities
Governance Caring Service Employees Sustamablhty
Business Compliance Human Executlve Executive
[managemen t Dept. Dept. Resources Dept. Admlmstratlon Admlgleslg'atlon
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Corporate Social Responsibility Operation and Implementation

2018 events of the BOK Social Welfare and Charity Foundation

I. Spending on social welfare

Item

Name of event (or Beneficiary)

Content of activity and sponsorship

Taiwan Fund for Children and Families.

Adopted 10 children from misfortunate families in
Kaohsiung City and each will receive NT$1,000/
month. The total donation is NT$10,000/month.

The “Kaohsiung Unified Scholarship Scheme” .
(Second semester of 2017 school year)

Supports 25 students from misfortunate families,
each receive NT$10,000/term. The total donation is
NT$250,000/ term.

The “No discrimination of Love — Happy New Years for the Misfortunate
Children” organized by the Social Affairs Bureau of Kaohsiung City
Government.

Donation to 392 misfortunate children in 17 social
welfare centers and each received a red packet with
NT$600. The total donation is NT$235,200.

Donation to Rising Foundation in the fund raising of “Showering Truck to
Your Door”  service for the (handicapped) elderly living single and subsidy for
the hearing impaired students” .

The total donation is NT$50,000.

Donated by the Genesis Social Welfare Foundation, the "Planter Double Track
Service and the 28th Cold Man's Full 30" event organized by the Foundation.

The total donation is NT$20,000.

Purchase coupons from Pxmart for the “Hand-in-hand for Love and Home
Delivery with warmth — food coupon services for the misfortunate families” .

Donation to 72 misfortunate families with
NT$1,500 coupon for shopping at Pxmart. The total
donation is NT$108,000.

Donation to Kaohsiung City Council in holding the Kaohsiung Federation
of Charity Organizations campaign in “Warm Giving in Wintry Days in
Kaohsiung” .

The total donation is NT$150,000.

Donated by the Foundation of the Social Welfare Foundation, “the 6th Good
Days” .

The total donation is NT$20,000.

Donated to the Kaohsiung City Government Social Affairs Bureau to entrust
the Kaohsiung City Social Charity Association, the "1818 Annual Kaohsiung
City Fengshan Street Friends Service Center "Caixin Home" Service Plan".

The total donation is NT$30,000.

Donated to the corporate charity Kaohsiung City Friends of the Weak Family
Friends Charity Association, "Caring for the Weak, You, Me, 2017" charity
promotion activities.

The total donation is NT$20,000.

11

The “Kaohsiung Unified Scholarship Scheme” .
(First semester of 2018 school year)

Supports 27 students from misfortunate families,
Each high school level is NT$10,000/term, and the
national middle school is NT$5,000/term. The total
donation is NT$250,000/ term.

II. Spending on charity events:

Item

Name of event (or Beneficiary)

Content of activity and sponsorship

The “2018 1" Blood Donation Campaign” held at the
Hanshin Arena Shopping Plaza in Mar. 10, 2018.

Blood donation campaign with collection of 251 bags of blood.

The “2018 1" Blood Donation Campaign” held at the
Hanshin Arena Shopping Plaza in Sep. 8, 2018.

Blood donation campaign with collection of 184 bags of blood.

Kaohsiung City Care Earth Association.

Handling the "Healthy Eating, Low Carbon Environmental
Parenting Seminar".

III. Art and Sports expenditure :

Item

Name of event (or Beneficiary)

Content of activity and sponsorship

Kaohsiung City Shanghe Opera Alice Group.

Sponsored the "General's Bereagle" drama at the Taipei City
Stage and the "Hell Workers" drama at the Kaohsiung Dadong
Cultural Center, The total sponsor is NT$86,000.
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5.4 The Number of Employees that are Not in the Manager Position, the Annual Employee Average
Benefit Expenses and the Difference Comparing with the Previous Year
Unit : NT$ Thousand, person

Ttem Dec. 31,2018 Dec. 31,2017 The difference pomparing with the
previous year

815 761 54

The number of employees that are not in the
manager position (Person)

The annual employee average benefit
expenses (NT$ Thousand )

1,162 1,166 @)

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

The current hardware of the core IT system contains IBM NTD transaction server, disk, foreign exchange
transaction server, cryptosystem servers, and server group, and the software in service are IBM Z/VSES5.2 for
core banking system and IBM iV7R1 for the foreign exchange system. The bank engage maintenance contracts
with both systems.

5.5.2 Emergency Backup and Security Protection

I . Developing and testing systems function not only for implementation and testing on a daily basis but also the
backup systems for operating systems, such as operation server and disk. The two cryptosystem servers are the
backup for the cryptosystem systems of operation hardware.

II. The Bank conduct backup drill for operation mainframe, communication control server, and cryptosystem
systems on a six-month basis. As to backup drill for disk storages, the Bank has it once each year.

III. The Bank entered into a remote backup contract with FISC, which requires us to conduct remote backup drills
twice a year in IBM.

IV. Signed an agreement with IBM for NTD server, foreign exchange server and branches system disk drive
asynchronous remote backup service. The updated data copies are stored in IBM backup room through fiber
optic lines.

V. To ensure the IT facility is functioning well and the safety of employees, the Bank impose entrance control in
the IT building and have a generator, two sets of uninterruptible power system, and two sets of air conditioning
machines. The Bank also conduct a fire drill every six months.

5.6 Labor Relations
5.6.1 Employees’ Benefits, Retirement, Labor-capital Agreement and Fulfillment of Labor Rights

I . Employees’ Benefits: In order to ensure better living for the Bank’ s employees and encourage their working
spirit, they are eligible for performance incentives and bonuses, group insurance, subsidies of credit points for
further education, welfare funds, and scholarships for their children’ s education.

II. Retirement: The Bank conduct retirement of bank employees in accordance with the “Rules Governing
Retirement, Pension and Layoff of Employees of Bank of Kaohsiung” , and contribute monthly Workers'
Retirement Reserve Funds pursuant to the Labor Standard Act and provide the laborers’  retirement pension on
a monthly basis pursuant to the Labor Pension Act.

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

IV. Fulfillment of Employee Rights: The Bank has rules to clearly specify rights and obligations between the
employer and employees. Those rules stipulate promotion, assessment, position rotation, reward, penalty and
staff remuneration respectively for securing rights of employees.

5.6.2 Loss Arising from Labor Disputes in the Past Two Years and Up to Mar. 2019 :

In the dispute between the Bank and the Union over Article 35-1 of the Labor Union Act, the Ministry of
Labor has imposed a penalty on the Bank. In response, the Bank’ s action is specified as below:

Ruling of improper labor action under 2017 Lao-Cai-Zi No. 2: The Ministry of Labor punished BOK with
a fine of NT$30,000 and NT$60,000, respectively. BOK disagreed with the ruling and filed an administrative
remedy, which is still in proceeding.

5.6.3 Action to Current and Potential Disputes that May Occur in the Future:

As of the end of Mar. 2019, there were 1 civil law suits and 3 adminstrative appeals. These cases are in
the review process of the competent authority. The Bank seeks to justify its position as provied by law and will
respond to subsequent judgments or rulings.

5.6.4 Violations Against the Labor Standards Act: None.
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5.7 Important Contracts

Highlights

Mar. 31, 2019
Nature of Contract Contracting Party Duration of Contract Major Contents Recsl:;f;;on
Outsourcing Contract | The Bank and the Financial From : Dec. 01, 2008 Ot i) et None
Information Service Co., Ltd. To :Dec. 31,2019
Outsourcing Contract | The Bank and Taiwan Yisi From : Apr. 01, 2017 Criift cardd] dhin ormeesin None
Information Technology Co., Ltd.[To : Mar. 31, 2020 P &

Outsourcing Contract  [The Bank and Taiwan From : Aug. 01,2017 " "

FamilyMart Co., Ltd. To :Dec. 31,2019 Collection of credit card accounts None

Outsourcing Contract |The Bank and Hi-Life From : Nov. 17,2017 . .

International Co., Ltd, To :Nov, 17,2019 Collection of credit card accounts None

Out: ing Contract : .

utsourcing fontrac The Bank and OK mart Co., Ltd. FI‘OII.l <, O, 201 Collection of credit card accounts None
To :Dec. 31,2019
. The bank and An Feng Enterprise|From : Feb. 01, 2015 .
Outsourcing Contract Corporation To :Jan. 31,2020 ATM service None
. The bank and Li Pao Security From : Feb. 01, 2017 .
Outsourcing Contract Coreion To : Jan. 31,2020 Cash escort service None
. The bank and Li Pao Security From : Feb. 01,2017 . .

Outsourcing Contract Cotporation To :Jan. 31,2020 Cash delivery Service None
Printing, packing and mailing of notice of tuition loan,
account statement of specific money trusts earmarked
for investing foreign and domestic securities, specific

Outsourcing Contract The bank and Chunghwa Post From : Jan. 01, 2018 money trust investment domestic and foreign securities None

g Co., Ltd., Taipei Post Office. To :Dec. 31,2019 trading confirmation, interest income and salary
withholding certificate, Public housing loan interest
payment list , account statement of deposit and gold
passbook.
The Securities and other document are delivered
Outsourcine Contract The bank and CHUNG HWA From : Dec. 17, 2016 among Chung Ho Branch, Ta Chih Branch, Tai Chung None
e Express Corp. To :Dec. 16,2019 Branch, Gangshan Benjhou Branch,Taipei Branch, Tai
Nan Branch, Zhongli Branch and Banciao Branch.
Contrqct o7 t‘he T.he bl rul Th; Bureay o From : Feb. 09, 2000 The bank was entrusted to be the agent of Kaohsiung
Kaohsiung City Finance of Kaohsiung City . None
To :Jun. 30,2020 City Treasury
Government treasury  |Government
Contract for the The bank and the Central Bank of] The bank was entrusted to be the agent of the National
. . as of Feb. 01, 2011 None
national treasury China (CBC) Treasury
Contract for collection . From : Jul. 01, 2010 The? il v CALIKizE] t.o i cc?llectlon e}gent of
The bank and Bank of Taiwan X various tax payments levied by various municipal None

of Local tax To :Jun. 30,2020 .. AN . L
cities, counties/cities, townships/districts.

Contract for collection |The bank and the Central Bank of] The bank was entrusted to be the collection agent of

. X as of Jul. 01, 2010 N None
of national tax China (CBC) national tax.

Contract for Kaohsiung [ The bank and 27 banks including The bank re-entrusted the Kaohsiung Municipal

Municipal Treasury Bank of Taiwan and Farmers’ as of Jan. 01, 2011 Treasury Business to 28 banks including Bank of None

Business Association. Taiwan and Farmers’  Association.

Contract for collection |The bank and Land Bank of as of Jul. 01. 2010 The bank was entrusted to be the collection agent of None

of Local tax Taiwan Y local tax levied by the Kinmen County Government.

Contract for collection .

of municipal tax and | The bank and Taipei Fubon Bank |as of Jul. 01, 2010 S bgnk DD ELER D000 col.lec.t lon agent cd None

S municipal tax, non-tax and fee of Taipei City.
fee of Taipei City
Contract for collection . . The bank entrusted to be the collection agent of
. The bank and 33 banks including S . .
of municipal tax and . as of Jul. 01, 2010 municipal tax, other income and fee of Kaohsiung None
. . Bank of Taiwan. .

fee of Kaohsiung City City.

Contract for electronic |The bank and Kaohsiung City From : Jan. 01, 2017 The bank was entrusted to be the agent of electronic None

payment Government To :Dec. 31,2020 payment system of Kaohsiung City Treasury

Contract for collection AL SR Tranqurtatwn The bank was commissioned to close cases

Bureau, Kaohsiung City as of Jan. 01, 2017 . . . a o None

of traffic fine immediately upon collection of “traffic fine” .

Government

Contract for collection |The bank and Kaohsiung City From : Jan. 01, 2018 The bank was entrusted to collect for vehicle fuel None

of vehicles fuel charge |Motor Vehicles Office To :Dec. 31,2019 charge.

Contract for district The bank and Kaohsiung Taoyuan|From : Jul. 01, 2015 The bank was entrusted to be the collection agent of None

treasury District and 3 District Office To :Jun. 30,2020 Kaohsiung Taoyuan District and 3 District Treasury.

Cliers fo'r Kaohsmng The t?ank o Kl T AOYUAN Bom : Jul. 01,2015 The bank was entrusted to be the delegate agent of

Taoyuan District and 3 |District and Fengshan District K . . N None

L7 5 . To :Jun. 30,2020 Kaohsiung Taoyuan District and 3 District Treasury.

District treasury Farmers’ Association

5.8 Information on Securitization Products Issued in FY 2018 Permitted under “Financial Assets
Securitization Provision” or “Real Estate Securitization Provision”: None.



Financialll

6.1 Brief Balance Sheets and Comprehensive Income Statements of Recent Five Years

6.1.1. Brief Balance Sheets and Comprehensive Income Statements

Unit : NT$ Million

Financial Information of Recent Five Years

FY
Items Dec.31,2013 | De¢:-31.2004 e 5y 5015 | Dec.31,2016 | Dec 31,2017
(re-compilation)
Cash & cash equivalents, Due from the CBC and other banks 26,549 27,279 18,353 14,567 17,432
Financial assets at fair value through profit or loss 1,590 10,976 3,880 3,986 1,277
Available-for-sale financial assets 19,250 26,141 36,837 31,298 53,841
Bills and bonds purchased under agreements to resell 3,461 13,385 20,065 3,349 9,225
Accounts receivable —net 758 855 1,027 1,150 1,152
Current income tax assets 20 26 24 48 48
Discounts and loans —net 178,261 182,883 165,944 175,616 175,860
Held-to-Maturity financial assets 0 2,746 11,736 21,610 0
Equity method’ s investments —net 0 0 0 0 0
Other financial assets —net 1,566 1,448 1,824 1,199 1,102
Property and equipment —net 2,744 2,979 2,945 2,907 2,940
Intangible assets —net 41 65 69 67 121
Deferred income tax assets —net 134 173 230 193 215
Other assets —net 59 69 117 184 151
Total assets 234,433 269,025 263,051 256,174 263,364
Due to CBC and other banks 15,025 9,519 9,155 8,892 5,923
Funds borrowed from CBC & banks 0 0 0 0 0
Financial liabilities at fair value through profit or loss 6 23 20 1 1
Bills and bonds sold under agreements to repurchase 68 61 1,071 1,102 5,367
Accounts payable 2,747 2,872 2,775 3,673 3,660
Current income tax liabilities 10 5 53 8 10
Deposits and remittances 198,690 236,928 229,740 225,470 229,749
Bonds payable 6,000 7,000 7,000 4,000 4,000
Other financial liabilities 139 178 175 12 1
Provisions 855 968 1,036 426 367
Other liabilities 144 150 124 125 99
Before distribution 223,684 257,704 251,149 243,709 249,177
Total liabilities
After distribution 223,693 257,693 251,138 244311 249,308
Equity Attributable to Shareholders of the Parent
Before distribution 7,210 7,404 7,789 8,232 10,032
Capital
After distribution 7,404 7,789 8,232 8,232 10,403
Before distribution 2,017 1,872 1,872 1,873 1,658
Capital surplus
After distribution 1,872 1,872 1,872 1,658 1,487
Before distribution 1,608 2,028 2,214 2,404 2,442
Retained earnings
After distribution 1,550 1,654 1,782 2,017 2,111
Other equity (86) 17 27 (44) 55
Treasury Stock 0 0 0 0 0
Non-controlling interests 0 0 0 0 0
Before distribution 10,749 11,321 11,902 12,465 14,187
Total equity
After distribution 10,740 11,332 11,913 11,863 14,056

Note: The financial information listed above has been audited by the CPAs Shu-Man Tsai and Ling-Wen Huang. Auditors’ opinion: Unqualified opinion for FY
2013~2015. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsich and Ping-Chang Su for FY 2016~2017.
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II. Brief Balance Sheets (Individual)

Unit: NT$ Million

FY Financial Information of Recent Five Years
lfei Dec.31,2013 | [De-3L2014 "1 pe 31 9015 | Dec.31,2016 | Dec. 31,2017
(re-compilation)
Cash & cash equivalents, Due from the CBC and other banks 26,549 27,279 18,353 14,567 17,432
Financial assets at fair value through profit or loss 1,591 10,976 3,880 3,986 1,277
Available-for-sale financial assets 19,250 26,141 36,837 31,298 53,841
Bills and bonds purchased under agreements to resell 3,461 13,385 20,065 3,349 9,225
Accounts receivable —net 769 866 1,048 1,159 1,163
Current income tax assets 20 26 24 48 48
Discounts and loans —net 178,261 182,883 165,944 175,616 175,860
Held-to-Maturity financial assets 0 2,746 11,736 21,610 0
Equity method” s investments —net 59 61 71 82 53
Other financial assets —net 1,566 1,448 1,824 1,199 1,102
Property and equipment —net 2,744 2,978 2,945 2,907 2,940
Intangible assets —net 41 64 68 67 121
Deferred income tax assets —net 134 173 230 193 215
Other assets —net 57 67 115 182 149
Total assets 234,502 269,093 263,140 256,263 263,426
Due to CBC and other banks 15,025 9,519 9,155 8,892 5,923
Funds borrowed from CBC & banks 0 0 0 0 0
Financial liabilities at fair value through profit or loss 6 23 20 1 1
Bills and bonds sold under agreements to repurchase 68 61 1,071 1,102 5,368
Accounts payable 2,744 2,864 2,767 3,663 3,653
Current income tax liabilities 6 0 46 0 9
Deposits and remittances 198,765 237,009 229,844 225,577 229,818
Bonds payable 6,000 7,000 7,000 4,000 4,000
Other financial liabilities 139 178 175 12 1
Provisions 855 968 1,036 426 367
Other liabilities 145 150 124 125 99
Before distribution 223,753 257,772 251,238 243,798 249,239
Total liabilities
After distribution 223,762 257,761 251,227 244,400 249,370
Equity Attributable to Shareholders of the Parent
Before distribution 7,210 7,404 7,789 8,232 10,032
Capital
After distribution 7,404 7,789 8,232 8,232 10,403
Before distribution 2,017 1,872 1,872 1,873 1,658
Capital surplus
After distribution 1,872 1,872 1,872 1,658 1,487
Before distribution 1,608 2,028 2,214 2,404 2,442
Retained earnings
After distribution 1,550 1,654 1,782 2,017 2,111
Other equity (86) 17 27 (44) 55
Treasury Stock 0 0 0 0 0
Before distribution 10,749 11,321 11,902 12,465 14,187
Total equity
After distribution 10,740 11,332 11,913 11,863 14,056

Note: The financial information listed above has been audited by the CPAs Shu-Man Tsai and Ling-Wen Huang. Auditors’ opinion: Unqualified opinion for FY
2013~2015. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsieh and Ping-Chang Su for FY 2016~2017
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IIl. Brief Balance Sheets (Single)

Unit : NT$ Million

Financial Information of Recent Year
Uz Dec. 31, 2018

Cash and cash equivalents, Due from the CBC and call loans to banks 15,803
Financial assets at fair value through profit or loss 384
Financial assets at fair value through other comprehensive income 18,366
Investments in debt instruments at amortized cost 41,342
Securities purchased under resell agreements 5,243
Receivable, net 2,174
Current income tax assets 19
Discounts and loans, net 181,244
Other financial assets, net 41
Properties and equipment, net 2,888
Intangible assets, net 119
Deferred income tax assets 259
Other assets, net 117
Total assets 267,999
Due to the central bank and other banks 8,695
Financial liabilities at fair value through profit or loss 200
Securities sold under repurchase agreements 10,431
Payables 4,106
Current income tax liabilities 0
Deposits and remittances 223,286
Bonds payables 6,300
Other financial liabilities 0
Provisions 433
Other liabilities 103

Before distribution 253,554
Total liabilities

After distribution —

Before distribution 10,403
Capital

After distribution =

Before distribution 1,487
Capital surplus

After distribution =

Before distribution 2,506
Retained earnings

After distribution -
Other equity 49
Treasury Stock 0

Before distribution 14,445
Total equity

After distribution =

Note : The financial information listed above has been reviewed by the CPAs Jen-Yao Hsieh and Ping-Chang Su for FY 2018

Binaneiall 201§
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IV. Brief Statements of Comprehensive Income (Consolidation)

Unit: NT$ Million

Financial Information of Recent Five Years

FY
Lz 2013 2014 2015 2016 2017
(re-compilation)

Interest income 4,159 4,614 4,780 4,402 4,389

Less: Interest expenses (1,890) (2,1406) (2,298) (1,879) | (1,854)
Net interest income 2,269 2,468 2,482 2,523 2,535
Net revenues other than interest 668 932 833 841 757
Net revenue 2,937 3,400 3,315 3,364 3,292
Allowance for credit loss and loss on guarantees (401) (691) (371) (364) (590)
Operating expenses (2,057) (2,199) (2,291) (2,295) | (2,203)
Income before tax — operating department 479 510 653 705 499
Income tax (expense) benefit (60) (1) (62) (57) 47)
Net income — operating department 419 509 591 648 452
Net income —non-operating department 0 0 0 0 0
Net income (loss) 419 509 591 648 452
glz}éf;eiz)rgprehensive income for the period(net of] 212) 31 @1 96) 7
Total comprehensive income for the period 207 590 570 552 524
Net income attributable to: Shareholders of the parent 419 509 591 648 452
Net income attributable to: Minority interest 0 0 0 0 0
gﬁ;i lfo(;(rir;fsrzlgzrlles;/; eiricome for the period attributable to: 207 590 570 550 524
Total comprehensive income for the period attributable
to: Minority interest 0 0 0 0 0
Earnings per share 0.57 0.66 0.72 0.79 0.45

2013~2015. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsieh and Ping-Chang Su for FY 2016~2017.

Note: The financial information listed above has been audited by the CPAs Shu-Man Tsai and Ling-Wen Huang. Auditors’ opinion: Unqualified opinion for FY




V. Brief Statements of Comprehensive Income (Individual)

Einanciall | ‘!‘M t

Unit: NT$ Million

FY Financial Information of Recent Five Years
Ttems 2013 (re-coi?;ﬁation) 2015 2016 2017

Interest income 4,159 4,614 4,780 4,402 4,389

Less: Interest expenses (1,890) (2,146) (2,299) (1,880) (1,855)
Net interest income 2,269 2,468 2,481 2,522 2,534
Net revenues other than interest 645 897 783 788 738
Net revenue 2,914 3,365 3,264 3,310 3,272
Allowance for credit loss and loss on guarantees (401) (691) (371) (364) (590)
Operating expenses (2,043) (2,174) (2,251) (2,255) (2,191)
Income before tax — operating department 470 500 642 691 491
Income tax (expense) benefit 51) 8 (51) (43) (39)
Net income — operating department 419 508 591 648 452
Net income —non-operating department 0 0 0 0 0
Net income (loss) 419 508 591 648 452
Other comprehensive income for the period(net of income tax) (212) 82 21 (96) 72
Total comprehensive income for the period 207 590 570 552 524
Earnings per share 0.57 0.66 0.72 0.79 0.45

Note: The financial information listed above has been audited by the CPAs Shu-Man Tsai and Ling-Wen Huang. Auditors’ opinion: Unqualified opinion for FY
2013~2015. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsieh and Ping-Chang Su for FY 2016~2017.

VI. Brief Statements of Comprehensive Income (Single)

Unit : NTS$ Million

FY Financial Information of Recent Years
Items 2018

Interest income 4,962

Less: interest expense (2,330)
Net interest income 2,632
Net revenues other than interest 868
Total net revenues 3,500
Bad-debt expenses and provision for losses on commitments and (718)
guarantees
Operating expenses (2,294)
Income before income tax 488
Income tax benefit (expense) )
Net income for the period — operating department 480
Net income for the period —non-operating department 0
Net income for the period 480
Other comprehensive income, net of tax (259)
Total comprehensive income for the period 221
Earnings per share (dollars) 0.46

Note : The financial information listed above has been reviewed by the CPAs Jen-Yao Hsich and Ping-Chang Su for FY 2018.
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6.2 Financial Analysis of Recent Five Years

6.2.1 Financial Analysis

I . Financial Analysis (Consolidation)

Unit: NT$ Million/%

=% Financial Analysis of Recent Five Years
ltems 2013 2014 2015 2016 2017
(re-compilation)
Loans to deposits ratio (%) 89.97 77.68 72.95 78.65 77.53
Ratio of NPL (%) 0.60 0.45 0.48 0.45 0.51
Interest expenses to average deposit balances (%) 0.85 0.84 0.84 0.73 0.71
Ogiri?ittl;lg Interest income to average loan balances (%) 2.15 2.23 2.27 2.13 2.10
Total assets turnover ratio (times) 0.01 0.01 0.01 0.01 0.01
Operating revenue per employee 3.06 3.58 3.50 3.57 3.39
Earnings per employee 0.44 0.54 0.62 0.69 0.47
Return on tier 1 capital (%) 4.75 4.91 5.98 6.14 3.97
Return on total assets (%) 0.18 0.20 0.22 0.25 0.17
Profitability |Return on equity 3.94 4.61 5.09 5.32 3.39
Net profit margin (%) 14.27 14.96 17.84 19.27 13.74
Earnings per share (NT$) 0.57 0.66 0.72 0.79 0.47
. . Liabilities to assets ratio (%) 95.41 95.76 95.44 95.11 94.59
Financial
Structure g;gpel‘q/, plant, and equipment as a percentage of equity 2553 2631 24.75 2332 20.72
Asset growth rate (%) 6.05 14.76 (2.22) (2.61) 2.81
Growth Rate
Earnings growth rate (%) 9.31 6.38 28.17 7.92 (29.26)
Cash flow ratio (%) Explanation 1 87.10 | Explanation 1 | Explanation 1 54.83
Cash Flow |Cash flow adequacy ratio (%) Explanation 2 2,331.83 1,022.91 | Explanation 2 | Explanation 2
Cash flow satisfied ratio (%) Explanation 1 4,939.84 | Explanation 1 | Explanation 1 5,194.97
Liquidity Reserve Ratio (%) 15.90 24.29 28.84 19.22 21.41
Total Secured Loans to Related Parties 1,069 910 1,387 1,359 1,369
Total Secured Loans to Related Parties as a Percentage of Total Loans (%) 0.58 0.47 0.80 0.746 0.755
Asset market share (%) 0.54 0.57 0.54 0.51 0.50
Operating Equity market share (%) 0.39 0.37 0.36 0.36 0.39
Scale Deposit market share (%) 0.63 0.70 0.64 0.60 0.59
Loan market share (%) 0.72 0.70 0.62 0.64 0.62
Reasons for the changes in financial ratios over the last two years:
The average profit per employee, rate of return on Class I capital, ROA, ROE, net profit rate, EPS and profit growth rate in 2017 indicated decline
of more than 20% in the same period of 2016 mainly because the “Provision for bad debts and guaranty liability reserve” increased by NT$226
million from the same period of 2016, the extent to which profit in 2017 was hampered.

Explanation: 1. Cash flow from operating activities was a net outflow in 2013 ,2015and 2016.
2. Cash flow from operating activities was a net outflow in recent rive years.
Note: 1. The financial information listed above audited by the bank’ s independent auditors, except Operating Scale.
2. The aforementioned ratios are calculated as follows : Please refer to page 80.
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I .Financial Analysis (Individual)

Unit: NT$ Million/%

Financial Analysis of Recent Five Years

[N
ftems 2013 2014 2015 2016 2017
(re-compilation)
Loans to deposits ratio (%) 89.97 77.68 72.95 78.65 77.53
Ratio of NPL (%) 0.60 0.45 0.48 0.45 0.51
Interest expenses to average deposit balances (%) 0.85 0.84 0.84 0.73 0.71
Ogir;liittl;g Interest income to average loan balances (%) 2.15 2.23 2.27 2.13 2.10
Total assets turnover ratio (times) 0.01 0.01 0.01 0.01 0.01
Operating revenue per employee 3.06 3.58 3.47 3.54 3.39
Earnings per employee 0.44 0.54 0.63 0.69 0.47
Return on tier 1 capital (%) 4.67 4.83 5.89 6.04 3.93
Return on total assets (%) 0.18 0.20 0.22 0.25 0.17
Profitability |Return on equity 3.94 4.61 5.09 5.32 3.39
Net profit margin (%) 14.38 15.11 18.12 19.59 13.82
Earnings per share (NT$) 0.57 0.66 0.72 0.79 0.47
. . Liabilities to assets ratio (%) 95.42 95.76 95.45 95.11 94.59
Financial
Structure . .
Property, plant, and equipment as a percentage of equity (%) 25.52 26.31 24.75 23.32 20.72
Asset growth rate (%) 6.04 14.75 (2.21) (2.61) 2.80
Growth Rate
Earnings growth rate (%) 9.76 6.46 28.29 7.75 (28.94)
Cash flow ratio (%) Explanation 1 87.16 |Explanation 1|Explanation 1 54.86
Cash Flow |Cash flow adequacy ratio (%) Explanation 2 2,337.68 1,024.76 |Explanation 2| Explanation 2
Cash flow satisfied ratio (%) Explanation 1 4,943.46 |Explanation 1|Explanation 1 5194.44
Liquidity Reserve Ratio (%) 15.90 24.29 28.84 19.22 21.41
Total Secured Loans to Related Parties 1,069 910 1,387 1,359 1,369
Total Secured Loans to Related Parties as a Percentage of Total Loans (%) 0.58 0.47 0.80 0.746 0.755
Asset market share (%) 0.54 0.57 0.54 0.51 0.50
. Equity market share (%) 0.39 0.37 0.36 0.36 0.39
Operating
Scale .
Deposit market share (%) 0.63 0.70 0.64 0.60 0.59
Loan market share (%) 0.72 0.70 0.62 0.64 0.62

Explanation: 1. Cash flow from operating activities was a net outflow in 2013 ,2015and 2016.
2. Cash flow from operating activities was a net outflow in recent rive years.

Note : 1. The financial information listed above audited by the bank’ s independent auditors, except Operating Scale.

2. The aforementioned ratios are calculated as follows : Please refer to page 80.




Il .Financial Analysis (Single )

FY Financial Analysis of Recent Years
Items 2018
Loans to deposits ratio (%) 82.12
Ratio of NPL (%) 0.81
Interest expenses to average deposit balances (%) 0.81
Operating Ability Interest income to average loan balances (%) 221
Total assets turnover ratio (times) 0.01
Operating revenue per employee 3.40
Earnings per employee 0.47
Return on tier 1 capital (%) 3.53
Return on total assets (%) 0.18
Profitability Return on equity 3.35
Net profit margin (%) 13.70
Earnings per share (NT$) 0.46
Liabilities to assets ratio (%) 94.58
Financial Structure
Property, plant, and equipment as a percentage of equity (%) 19.99
Asset growth rate (%) 1.76
Growth Rate
Earnings growth rate (%) (2.13)
Cash flow ratio (%) Explanation 1
Cash Flow Cash flow adequacy ratio (%) Explanation 2
Cash flow satisfied ratio (%) Explanation 1
Liquidity Reserve Ratio (%) 18.18
Total Secured Loans to Related Parties 771.51
Total Secured Loans to Related Parties as a Percentage of Total Loans (%) 0.41
Asset market share (%) 0.49
Equity market share (%) 0.37
Operating Scale
Deposit market share (%) 0.54
Loan market share (%) 0.60

Explanation : 1. Cash flow from operating activities was a net outflow in 2018.
2. Cash flow from operating activities was a net outflow in recent rive years.

Note : 1. The financial information listed above audited by the bank’ s independent auditors, except Operating Scale.
2. The aforementioned ratios are calculated as follows :
(1) Operating Efficiency.

A. Loans to deposits ratio = Total loans / Total deposits.
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B. Ratio of NPL = Total non-performing loans / Total loans.

C. Interest expenses to average deposit balances = Total expenses of deposit interests / Annual average deposit balances.
D. Interest Income to average loan balances = Total expenses of loan interests / Annual average loan balances.
E Total assets turnover ratio = Net revenue / Average total assets.
F. Operating revenue per employee (note 6) = Net revenue / Total number of employees.
G. Earnings per employee = Net income / Total number of employees.
(2) Profitability.
A. Return on Tier 1 capital = Income before tax / Average net Tier 1 capital.
B. Return on total assets = Net income / Average total assets.
C. Return on equity = Net income / Average total equity.

D. Net profit margin = Net income / Net revenue.

E. Earnings per share = (Profit and loss attributable to the parent company — Preferred stock dividends) / Weighted average outstanding
shares (note 4).

(3) Financial Structure.
A. Liabilities to assets ratio = Total liabilities / Total assets.
B. Property, plant, and equipment as a percentage of equity = Property, plant, and equipment / Net equity.
(4) Growth Rate.
A. Asset growth rate = (Current total asset — Last year’ s total asset) / Last year’ s total asset.
B. Earnings growth rate = (Current earnings before tax — Last year’ s earnings before tax) / Last year’ s earnings before tax.
(5) Cash Flows (note 7).
A. Cash flow ratio = Cash flows from operating activities / (Due to banks and drafts + commercial bills payable + financial liabilities
at fair value through income statement + bills and bonds sold under repurchase agreements + accounts payable in 1 year).

B. Cash flow adequacy ratio = Cash flows from operating activities in the last 5 Years / (Capital expenditure + cash dividends) in the
last 5 Years.

C. Cash flow satisfied ratio = Cash flows from operating activities / Cash flows from investing activities.
(6) Liquidity Reserve Ratio = Current assets required by the CBC / Liabilities for which the various current reserve shall be provided.
(7) Operating Scale.
A. Asset market share = Total assets / Total assets of financial institutes which can operate deposits and loans business (note 5).
B. Equity market share = Total equities / Total equities of financial institutes which can operate deposits and loans business.
C. Deposit market share = Total deposits / Total deposits of financial institutes which can operate deposits and loans business.
D. Loan market share = Total loans / Total loans of financial institutes which can operate deposits and loans business.
3. Total liabilities are net of reserves for losses on guarantees, and accidental loss.
4. The calculation formula for EPS mentioned above shall meet the following requirements during measurements :
(1) Using weighted average shares of common stocks as the basis, instead of issued shares in end of year.
(2) Any capital increases or treasury stocks trading shall consider its circulation period in calculating weighted average shares.

(3) Any surplus being transferred into capital increase or additional paid-in capital being transferred to capital increase, the calculation

of semi-annual and annual EPS shall be adjusted according to capital increase ratio without considering the issuance period of such
capital increase.

(4) If the preferred stocks are non-convertible cumulative preferred stock, its dividend of current year (whether is distribution is executed
or not) shall be deducted from net income or increase the net loss.

(5) If the preferred stocks are non-cumulative, its dividend shall be deducted from net income; if there was net loss, the adjustment is not
needed.

5. All financial institutions that can provide deposit and loan services including local banks, Chinese mainland bank branches in Taiwan,

branches of foreign banks in Taiwan, credit unions, credit departments of fishermen’ s associations and farmers associations, and trust
investment companies.

6. Amount of income equals the sum of interest income and non-interest income.

7. When measuring cash flow analysis, the following requirements shall be met :
(1) Operational net cash flow represent the operational net cash inflow in the statement of cash flow.
(2) Capital expenditures stand for the cash outflow of annual capital investment.

(3) Cash dividend include dividend from common stocks and preferred stock.
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6.2.2 Adequacy of Capital

I . Adequacy of Capital (Consolidation)

Unit: NT$ Thousand/%

Adequacy Capital of Recent Five Years

FY
Items
Dec. 31,2013 | Dec. 31,2014 | Dec. 31,2015 | Dec. 31,2016 | Dec. 31,2017
Common Stocks Equity 10,100,154 10,652,950 11,196,125 11,764,282 13,336,546
Other Tier I Capital = = = = =
Equity
Capital
Tier II capital 3,665,056 5,697,928 4,901,827 4,070,966 3,424,780
Equity Capital 13,765,210 16,350,878 16,097,952 15,835,248 16,761,326
Standardized Approach 137,615,003 154,917,501 148,290,347 153,148,703 | 150,145,883
. .. | Internal Rating Based Approach B B B B B
Credit Risk (IRB)
Asset Securitization 1,772,752 832,647 26,252 = =
S Basic Indicator Approach (BIA) 4,941,919 5,419,853 5,803,908 6,072,970 6,097,877
ota
\Xfllegr}:e: Operational | Standardized Approach / B B B B B
Riskg Risk Alternative Standardized Approach
Assets
Advanced Measurement Approach = = = = =
Standardized Approach 3,177,928 4,913,197 4,383,324 2,604,740 1,200,934
Market
Risk
Internal Model Approach = = = = =
Total Weighted Average Risk Assets 147,507,602 166,083,198 158,503,831 161,826,413 | 157,444,694
Capital Adequacy Ratio (%) 9.33% 9.84% 10.16% 9.79% 10.65%
Tier 1 Capital to Risk Assets Ratio (%) 6.85% 6.41% 7.06% 7.27% 8.47%
Common Stock Equity to Risk Assets Ratio (%) 6.85% 6.41% 7.06% 7.27% 8.47%
Leverage Ratio (%) 3.21% 3.08% 4.04% 4.40% 4.86%

Reasons for changes of capital adequacy ratios for the last two years: None.

Note: 1. The financial information listed above has been audited by the CPAs Shu-Man Tsai and Ling-Wen Huang. Auditors’ opinion: Unqualified
opinion for FY 2013~2015. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsieh and Ping-Chang Su for

FY 2016~2017.

2. The aforementioned ratios are calculated as follows

(1) Equity capital=common stock equity + other Tier I capital + Tier II capital.
(2) Total weighted average risk assets = credit risk weighted average risk assets + provision of (operation risk + market risk) capital x 12.5.
(3) Capital adequacy ratio=equity capital / total weighted average risk assets

(4) Common stock equity to risk assets ratio=common stock equity / total weighted average risk assets

(5) Tier I capital to risk assets ration=(common stock equity + other Tier I capital ) / total weighted average risk assets
(6) Leverage ratio=Tier I capital / total risk exposure




II. Adequacy of Capital (Individual)

Financialll

Unit: NT$ Thousand/%

Adequacy Capital of Recent Five Years

FY
Items
Dec. 31,2013 | Dec. 31,2014 | Dec. 31,2015 | Dec.31,2016 | Dec. 31,2017
Common Stocks Equity 10,070,584 10,622,652 11,160,671 11,723,280 13,309,984
. Other Tier I Capital — = — = =
Equity
Capital . .
Tier II capital 3,635,375 5,667,630 4,866,313 4,029,930 3,398,317
Equity Capital 13,705,959 16,290,282 16,026,984 15,753,210 16,708,301
Standardized Approach 137,624,108 154,925,078 148,308,781 153,154,875 150,154,510
.. .. | Internal Rating Based Approach - - - a -
Credit Risk (IRB)
Asset Securitization 1,772,752 832,647 26,252 — —
Basic Indicator Approach (BIA) 4,907,761 5,378,268 5,764,427 6,032,467 6,068,653
Total
Weighted . Standardized Approach /
Average Opef{e}tgnal Alternative Standardized = = = = =
Risk 18 Approach
Assets Advanced Measurement - - - N -
Approach
Standardized Approach 3,177,928 4,913,197 4,383,324 2,604,740 1,200,934
Market
Risk
Internal Model Approach — = — = =
Total Weighted Average Risk Assets 147,482,548 166,049,190 158,482,784 161,792,082 157,424,097
Capital Adequacy Ratio (%) 9.29% 9.81% 10.11% 9.74% 10.61%
Tier 1 Capital to Risk Assets Ratio (%) 6.83% 6.40% 7.04% 7.25% 8.45%
Common Stock Equity to Risk Assets Ratio (%) 6.83% 6.40% 7.04% 7.25% 8.45%
Leverage Ratio (%) 3.21% 3.07% 4.03% 4.38% 4.85%

Note: 1. The financial information listed above has been audited by the CPAs Shu-Man Tsai and Ling-Wen Huang. Auditors’
opinion for FY 2013~2015. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsieh and Ping-Chang Su for
FY 2016~2017.

2. The aforementioned ratios are calculated as follows

(1) Equity capital =common stock equity + other Tier I capital + Tier II capital.

(2) Total weighted average risk assets = credit risk weighted average risk assets + provision of (operation risk + market risk) capital x 12.5.

(3) Capital adequacy ratio =equity capital / total weighted average risk assets

(4) Common stock equity to risk assets ratio=common stock equity / total weighted average risk assets

(5) Tier I capital to risk assets ration= (common stock equity + other Tier I capital ) / total weighted average risk assets
(6) Leverage ratio=Tier I capital / total risk exposure

IIl. Adequacy of Capital (Single )

1. Please refer to page 173.

2. The financial information listed above has been reviewed by the CPAs Jen-Yao Hsich and Ping-Chang Su for
FY 2018.

opinion: Unqualified
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6.3 Audit Committee’s Audit Report on the Financial Statements of Recent Years

Audit Committee’s Report for Bank of Kaohsiung

Mar.21, 2019

The Board of Directors has prepared the business report, financial statements, and earnings
distribution for year 2018. Among these, Crowe Horwath (TW) CPAs has audited the financial
statements and issued an audit report. We, the Audit Committee, have reviewed said business report,
financial statements, and earnings distribution. We believe that these statements comply with applicable
regulations. This report is duly submitted pursuant to Article 14-4 of the Securities and Exchange Act
and Article 219 of the Company Act, and we hereby submit this report.

Regard to

Regular Shareholders’ Meeting of the Bank of Kaohsiung

Audit Committee’s
Independent Director : Mei-Yueh Ho

Independent Director : Wen-Yuan Lin
we ija«&/ é"“—d
Independent Director : Tzen-Ping Su
o S— —

(The content of the report is in conformity with the audit report)
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6.4 Financial Report for FY 2018

27F.-1, No.6, Siwei 3rd Rd.,
Lingya Dist., Kaohsiung
City, Taiwan, R.O.C.

TEL - 8867 3312133

FAX : 88673331710

INDEPENDENT AUDITORS’ REPORT

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

Opinion

We have audited the accompanying balance sheets of the Bank of Kaohsiung Co., Ltd. (the Company), as of
December 31, 2018 and 2017 and the related statements of comprehensive income, changes in equity and cash flows
for the years ended December 31, 2018 and 2017, and related notes, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of Kaohsiung Bank as of December 31, 2018 and 2017, and its financial performance and its cash flows for the years
then ended in accordance with the Regulations Governing the Preparation of Financial Reports by Public Banks,
Regulations Governing the Preparation of Financial Reports by Securities Firms, and International Financial Reporting
Standards (IFRS), International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations
(SIC) endorsed and issued into effect by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements of Financial
Institutions by Certified Public Accountants and generally accepted auditing standards in the Republic of China.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Kaohsiung Bank in accordance with the Code of
Professional Ethics for Certified Public Accountants in the Republic of China(the “Code”), and we have fulfilled our
ethical responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of Matter

As stated in Note 1, the Company absorbed the wholly-owned subsidiary, Kaohsiung Bank Insurance Agency
Co., Ltd. (KBIA) and Kaohsiung Bank General Insurance Agency Co., Ltd. (KBGIA) on January 23, 2018. After
merger, the Company has no subsidiaries. Therefore, only individual financial report will be issued, and consolidated
and parent only financial reports will no longer be issued since the first quarter of 2018. The merger of the Company
and KBIA and KBGIA is corporate restructuring in essence. According to the interpretion issued by the Accounting
Research and Development Foundation of Republic of China, the merger should be seen merged from the beginning
while preparing comparative financial statements and the financial statements of the prior years should be re-prepared.
However, since the structure of the Company after the merger is the same as that of consolidation structure before
the merger, the re-prepared financial statements of the year ended 2017 are the same as the consolidated financial
statements of the year ended 2017.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole and, in forming our opinion thereon, we do not provide a separate opinion on those matters. The
Company’s key audit matters for the year ended December 31, 2018 are addressed as follows

1. Impairment losses on loans and receivables

The balance of loans and receivables from the balance sheet of the Company as of December 31, 2018 was
$183,418,725 thousand (after deducting the allowance for bad debts of $2,277,031 thousand). Please refer to notes
5 and 6.7 and 6.8 of the financial report. Due to the unstable domestic and foreign economic situation, the collection
risk of retrieve of loans and receivables has increased. Since the provision of impairment losses involves significant
judgments of management, we decided to take it as a key audit matter.
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Information

The main audit procedures we had implemented for the above-mentioned aspects include: understanding and
appraisal of the assumptions and assessments of the Company's loans and receivables impairment losses (including
default loss rate, default probability, forward-looking factor, future cash flow and the collateral value) and relevant
policies; selecting samples for credit cases that have been assessed for impairment, assessment of future cash flow
projections and the reasonableness of the collateral value; for collective assessment of impairment cases, understanding
and testing whether impairment model’s assumption and important parameters (default loss rate, default probability
and forward-looking factor) reflect the actual situation of each loan combination; testing the classification of credit
assets to assess whether the allowance for bad debts meets the requirements of the competent authority's laws and
regulations.

2 .Fair value measurement of financial instrument

Financial assets at fair value through the profit and loss and financial assets measured at fair value through other
comprehensive gains and losses from the Company’s balance sheet was $384,390 thousand and $18,366,343 thousand.
The fair value of partial financial instruments is evaluated by the evaluation model because there is no trading price in
the market, and some of the required input values are not publicly available in the market. Since the use of different
evaluation techniques and input value assumptions involves significant judgments of the management, we decided to
take it as a key audit matter.

The main audit procedures we had implemented for the above-mentioned aspects include: understanding the
Company's control over the identification, measurement and management of the evaluation risks; and sample testing
the internal reviewing document for the adequency, correctness and validity of the public quotation for the financial
instruments that measure the fair value using the open market quotation. In addition, we also evaluates whether the
expression and disclosure of the financial instrument is in accordance with relevant accounting standards.

Responsibilities of management and those charged with governance for the financial statement

Management is responsible for the preparation and fair representation of the financial statement in accordance
with the Regulations Governing the Preparation of Financial Reports by Public Banks, Regulations Governing
the Preparation of Financial Reports by Securities Firms, and International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and
issued into effect by the Financial Supervisory Commission of the Republic of China, and for such internal control
as management determines is necessary to enable the preparation of financial statement that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statement management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basic
of accounting unless management either intends to liquidate the company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance, including the audit committee, are responsible for overseeing the Company’s
financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ROC GAAS will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ROC GAAS, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

1.1dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

2.0btain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
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Company’s internal control.

3.Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

4.Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

5.Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Crowe Horwath (TW) CPAs
CPA : Jen-Yao Hsieh

peief TEN YAO

CPA : Ping-Chang Su

(D\CA Q"“g éﬁmﬂﬂ

Republic of China March 21, 2019
Authorized: Jin-Kuan-Cheng-Shen-No.10200032833

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

Notice to Readers

The accompanying financial statements are intended only to present the financial position, financial performance and cash
flows in accordance with accounting principles and practices generally accepted in the Republic of China and not those of any other
jurisdictions. The standards, procedures and practices to audit such financial statements are those generally applied in the Republic
of China.

For the convenience of readers, the independent auditors’ report and the accompanying financial statements have been
translated into English from the original Chinese version prepared and used in the Republic of China. If there is any conflict
between the English version and the original Chinese version or any difference in the interpretation of the two versions, the
Chinese-language independent auditors’ report and financial statements shall prevail.

The financial statements are translated from Chinese version and unaudited.
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BANK OF KAOHSIUNG CO., LTD.

al
Financialiinformation

STATEMENTS OF COMPREHENSIVE INCOME

(In thousands of New Taiwan dollars, Except Earnings Per Share)

For the Year Ended December 31

2018 2017
A/C No. Accounts Note Change%
Amount Y% Amount %
41000 Interest income $4,961,527 142 $4,388,687 133 13
51000 Less: interest expense (2,329,894) (67) (1,854,178) (56) 26
49010 Net interest income 6.23 2,631,633 75 2,534,509 77 4
Net revenues other than interest
49100 Commission and fee revenues, net 6.24 503,670 14 457,726 14 10
49200 Gains (losses) on financial assets and liabilities at fair value 6.25 192,684 6 118,602 4 62
through profit or loss
49300 Realized gains (losses) on available-for-sale financial assets 6.26 = 69,499 2 (100)
49310 Realized gains (losses) on financial assets at fair value 6.27 213,684 6 = = 100
through other comprehensive income
49400 Realized gains (losses) on held-to-maturity financial assets — 7,244 — (100)
49600 Foreign exchange gains, net 6.28 (55,742) ?2) 14,128 = (495)
49700 Gains on reversal of asset impairment loss 6.29 (5,318) = = (100)
49800 Other net non-interest income
49805 Net gains (losses) on financial assets carried at cost 6.30 = = 53,716 2 (100)
49899 Other miscellaneous income (loss) 6.31 19,009 1 36,932 1 (49)
Total net revenues 3,499,620 100 3,292,356 100 6
58200 Bad-debt expenses and provision for losses on commitments 6.8 (717,977) (20) (590,254) (18) 22
and guarantees
58400 Operating expenses
58500 Employee benefits 6.32 (1,495,954) (43) (1,434,337) (44) 4
59000 Depreciation and amortization 6.33 (105,472) 3) (98,161) 3) 7
59500 Other general and administrative 6.34 (692,085) (20) (670,868) (20) 3
61001 Income before income tax 488,132 14 498,736 15 2)
61003 Income tax benefit (expense) 6.35 (8,529) = (46,320) (1) (82)
64000 Net income for the period 479,603 14 452,416 14 6
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
65201 Remeasurement on defined benefit plans ($32,336) (€))] ($32,988) (1) 2)
65204 Gain on valuation of investments in equity instruments at (45,834) (1) = = (100)
fair value through other comprehensive income
65220 Income tax related to items that will not be reclassified 6.35 11,759 5,608 = 110
subsequently to profit or loss
Items that may be reclassified subsequently to profit or loss
65301 Exchange differences on the translation of financial statements 95 (445) = 121
of foreign operations
65302 Unrealized gains (losses) on available-for-sale financial assets = 99,407 3 (100)
65309 Unrealized losses on investments in debt instruments at fair (195,904) (6) = = (100)
value through other comprehensive income
65310 Debt instrument measured at fair value through other 3,656 = = 100
comprehensive income(impairment losses) and reversal gains
65320 Income tax related to items that may be reclassified subsequently 6.35 (12) 76 = (116)
to profit or loss
65000 Other comprehensive income, net of tax 6.36 (258,576) ®) 71,658 2 (461)
66000 Total comprehensive income for the period $221,027 6 $524,074 16 (58)
Earnings per share (dollars)
67500 Basic earnings per share 6.37 $0.46 $0.45

(The accompanying notes are an integral part of the financial statements.)
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BANK OF KAOHSIUNG CO., LTD.
STATEMENTS OF CASH FLOWS

(In thousands of New Taiwan Dollars)
For the Year Ended December 31

fiems 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) before income tax $488,132 $498,736
Adjustments :
Earnings and losses
Depreciation expenses 70,604 67,319
Amortization expenses 34,868 30,842
Expected credit losses/bad —debt expenses 828,789 799,862
Losses (gains) on financial assets and liabilities at fair value through profit or loss (192,684) (118,602)
Gains on disposal of properties and equipment = 31
Interest expense 2,329,894 1,854,178
Interest revenue (4,961,527) (4,388,687)
Dividend income (86,238) (53,025)
Net change in provision for guarantees (5,356) (2,587)
Net change in other provisions 25,152 784
Impairment losses on financial assets 5318 =
Gains on disposal of investments (127,446) (76,334)
Total of earnings and losses (2,078,626) (1,886,219)
Net changes in operating assets and liabilities
Net changes in operating assets
Decrease (increase) in due from the Central Bank and call loans to banks (196,786) 217,376
Decrease (increase) in financial assets at fair value through profit or loss 354,720 2,827,444
Decrease (increase) in financial assets at fair value through other comprehensive income 2,507,288 =
Decrease (increase) in investments in debt instruments at amortized cost (6,242,764) =
Decrease (increase) in receivables (854,715) 8,559
Decrease (increase) in discounts and loans (6,241,137) (1,011,313)
Increase (decrease) in available — for —sale financial assets = 1,826,167
Decrease in held —to—maturity financial assets = (2,583,804)
Decrease (increase) in other financial assets (22,863) 83,827
Total of net changes in operating assets (10,696,257) 1,368,256
Net changes in operating liabilities
Increase (decrease) in due to the Central Bank and other banks 2,772,309 (2,969,137)
Increase (decrease) in securities sold under repurchase agreements 5,063,436 4,265,882
Increase (decrease) in payables 345,938 (35,316)
Increase (decrease) in deposits and remittances (6,462,715) 4,278,783
Increase (decrease) in other financial liabilities (943) (11,021)
Increase (decrease) in provision for employee benefits (67,774) (90,007)
Total of net changes in operating liabilities 1,650,251 5,439,184
Total of net changes in operating assets and liabilities (9,046,006) 6,807,440
Total adjustments (11,124,632) 4,921,221
Net cash generated from (used in) operations (10,636,500) 5,419,957
Interest received 4,821,916 4,359,084
Dividend received 86,238 53,025
Interest paid (2,229,769) (1,832.211)
Income tax refunded (paid) (7,988) (60,221)
Net cash generated from (used in) operating activities (7,966,103) 7,939,634
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for properties and equipment (18,214) (100,306)
Payments for intangible assets (28,004) (81,893)
Increase in other assets 30,322 29,366
Net cash generated from (used in) investing activities (15,896) (152,833)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of bonds 2,300,000 =
Decrease in guarantee deposits received (1,976) (18,738)
Increase in other liabilities 6,219 =
Decrease in other liabilities = (7,511)
Cash dividend (130,410) (601,914)
Capital increase by cash = 1,800,000
Net cash generated from financing activities 2,173,833 1,171,837
Effects of exchange rate changes on cash and cash equivalents 95 (445)
Net increase (decrease) in cash and cash equivalents (5,808,071) 8,958,193
Cash and cash equivalents at the beginning of the period 20,786,829 11,828,636
Cash and cash equivalents at the end of the period $14,978,758 $20,786,829
Composition of cash & cash equivalents
Cash and cash equivalents in the balance sheets $2,939,455 4,158,173
Due from Central Bank and call loans to banks in accordance with cash and cash equivalents under IAS 7 "Statement of Cash Flows" 6,796,591 7,403,576
Investments in securities sold under repurchase agreements 5,242,712 9,225,080
that meet the definition of cash & cash equivalents
inIAS No.7 “Statement of Cash Flows”
Cash and cash equivalents at the end of the period $14,978,758 $20,786,829

(The accompanying notes are an integral part of the financial statements.)
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BANK OF KAOHSIUNG CO., LTD.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. HISTORY AND ORGANIZATION

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

(1) Agent for the Kaohsiung City Treasury.

(2) Management of Kaohsiung Municipal Bond.

(3) Other relevant commercial bank businesses authorized under the Banking Act.
(4) Savings and trust operations.

(5) Other relevant businesses authorized authorities.

The Company has five departments under the head office namely, business, municipal treasury, international
banking, trust and wealth management departments. In addition, the Company 35 local branches and mini-
branches as well as offshore banking unit (OBU).

The Company’s initial public offering was approved on April 27, 1998 and was listed on May 18, 1998.

The privatization of the Company was approved by Kaohsiung Municipal Government on August 3, 1999
and the date of official privatization was September 27, 1999.

1.2 Kaohsiung Bank Insurance Agency Co., Ltd. (KBIA) was established on November 18, 2002 to provide life
insurance agent service. Kaohsiung Bank General Insurance Agency Co., Ltd. (KBGIA) was established on
June 27, 2002 to provide property insurance agent service. To integrate resources and to create comprehensive
benefits, the Company had merged KBIA and KBGIA on January 23, 2018. The merger had no influence on the
Company’s shareholders’ equity since KBIA and KBGIA are 100% owned subsidiaries by the Company. The
rights and obligations of KBIA and KBGIA’s assets and liabilities were fully assumed by the Company. After
merger, since the Company has no other consolidated entity, consolidated and parent company only financial
statements will no longer be issued. Instead, individual financial statements will be issued. Since the Company’s
merger with KBIA and KBGIA is corporate restructuring in essence, the merger should be seen merged from
the beginning while preparing comparative financial statements and the financial statements of the prior years
should be re-prepared according to the interpretation of Accounting Research and Development Foundation.
However, since the structure of the Company after the merger is the same as that of consolidation structure before
the merger, the re-prepared financial statements of year ended 2017 are the same as the consolidated financial
statement of year ended 2017.

1.3 The functional currency and the presentation currency used in financial statements are both the New Taiwan
Dollar.

2. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the board of directors and authorized for issuance on March 21,
2019.

3. APPLICABILITY OF THE NEW ANNOUNCEMENT, STANDARDS, AND INTERPRETATION

3.1 Effect of the adoption of revised Regulation Governing the Preparation of Financial Reports by Public Banks,
Regulations Governing the Preparation of Financial Reports by Securities Firms, and new issuances of
amendments to International Financial Reporting Standards (“IFRSs”) as endorsed by the Financial Supervisory
Commission (“FSC”):

With the exceptions of the following, the aforementioned criteria and interpretations have no significant
influence on the financial position and business results of the Company after proper evaluation.
(1) IFRS 9 “Financial Instruments” and related amendments
IFRS 9 supersedes IAS 39 “Financial Instruments: Recognition and Measurement”, with consequential
amendments to IFRS 7 “Financial Instruments: Disclosures” and other standards. IFRS 9 sets out the
requirements for classification, measurement and impairment of financial assets and hedge accounting. Refer
to Note 4 for information relating to the relevant accounting policies.
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(a) On January 1, 2018, the short-term bills which were classified as FVTPL under IAS 39 were reclassified
as at amortized cost and assessed expected credit loss under IFRS 9 based on the fact that its business
model is to collect the contractual cash flow and the contractual terms of the financial assets give rise
to cash flows that are solely payments of principal and interest on principle amount outstanding. The
Company retroactively applied the effective interest method to determine the amortized cost as of
January 1, 2018 and the retained earnings was therefore adjusted and increased $32 thousand.

(b) On January 1, 2018, the government bonds and corporate bonds which were classified as available-for-
sale financial assets under IAS 39 were reclassified as at amortized cost and assessed expected credit
loss under IFRS 9 based on the fact that its business model is to collect the contractual cash flow and
the contractual terms of the financial assets give rise to cash flows that are solely payments of principal
and interest on principle amount outstanding. The Company retroactively applied the effective interest
method to determine the amortized cost as of January 1, 2018 and other equity - unrealized gains for
available-for-sale financial assets was therefore adjusted and increased $93,866 thousand; the retained
earnings decreased $1,722 thousand.

The bond investments which were classified as available-for-sale financial assets under IAS 39
were reclassified as FVTOCI under IFRS 9 based on the fact that its business model is to collect the
contractual cash flow and to sell. The Company retroactively applied the effective interest method to
determine the amortized cost as of January 1, 2018 and the retained earnings was therefore decreased
$2,063 thousand; other equity - unrealized gains for available-for-sale financial assets was reclassified to
other equity - unrealized gains for FVTOCI by $149,632 thousand.

The equity investments which were classified as available-for-sale financial assets under IAS 39 were
completely re-designated as FVTOCI under IFRS 9 based on the fact that they are not held for trading.
Other equity - unrealized gains for available-for-sale financial assets was reclassified to other equity -
unrealized gains for FVTOCI by ($690) thousand.

(c) The equity investments in unlisted companies which were classified as financial assets carried at cost
under IAS 39 were re-designated as FVTOCI under IFRS 9. As of January 1, 2018, FVTOCI and other
equity - unrealized gains for FVTOCI both increased by $143,298 thousand.

(d) The equity investments classified as FVTPL under IAS 39 were re-designated as FVTOCI under IFRS
9. The related retained loss of $700 thousand were reclassified as other equity-unrealized gains for
FVTOCI.

B. Reconciliation of impairment loss from IAS 39 to IFRS 9 As of January 1, 2018, the reconciliation of
impairment loss transited from IAS 39 based on loss incurred model to IFRS 9 based expected loss model
is as follows:

Balance of impairment loss Balance of impairment

Measurement Category under TAS 39 and 1AS 37 Reclassifications Remeasurements loss under IFRS 9

Loans and receivables (IAS 39)/financial assets

at amortized cost (IFRS 9)

Receivables $69,179 $— $27,285 $96,464

Discounts and loans 1,038,062 = 389,339 1,427,401

Other financial assets 23,475 = (374) 23,101

Impairment loss under regulations 1,452,179 — (416,008) 1,036,171
2,582,895 = 242 2,583,137

Available-for-sale financial instruments (IAS

39)/FVTOCI (IFRS 9)

Available-for-sale financial assets = — 2,063 2,063

Available-for-sale financial assets (IAS 39)/

financial assets at amortized cost (IFRS 9)

Available-for-sale financial assets = = 1,722 1,722

Financing commitment and guarantee

responsibility

Loans (financing commitment) = = 33,477 33,477

Credit cards(Financing commitment) = = 533 533

Guarantees receivable 57,713 — 16,026 73,739

L/C receivable — — 31,240 31,240

Impairment loss under regulations = = = =

57,713 — 81,276 138,989
Total $2,640,608 $— $85,303 $2,725911
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(2) IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 is regulatory for revenue from contracts with customers and will replace IAS 18 “Revenue” and
IAS 11 “Construction Contracts”, and related interpretations. For relevant accounting policies, please refer to
Note 4. The Company's retroactive application of IFRS15 has no significant impact on the assets, liabilities
and equity as of January 1, 2018.
3.2 Effect of revised Regulation Governing the Preparation of Financial Reports by Public Banks and new issuances
of amendments to IFRSs as endorsed by the FSC but not yet adopted by the Company:

The revised Regulation Governing the Preparation of Financial Reports by Public Banks and IFRSs endorsed
by FSC with effective date starting 2019 were summarized as below:

Effective Date announced by

New, Amended or Revised IFRSs and interpretations TASB (Note 1)

IFRS 9, amendment to “Prepayment Features with negative compensation” January 1, 2019
IFRS 16, “Leases” January 1, 2019
Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” January 1, 2019 (Note 2)
IAS 28, “Investments in joint ventures and associates” January 1, 2019
IFRIC 23, “Uncertainty over income tax treatments” January 1, 2019
Annual improvements to IFRSs 2015-2017 cycle January 1, 2019

Note 1: Unless stated otherwise, the above New IFRSs are effective for annual periods beginning on or after their respective effective dates.
Note 2: The Company shall apply these amendments to plan amendments, curtailments or settlements occurring on or after January 1, 2019.

The application of the above New, amended or revised IFRSs and interpretations would not have material
impact on the Company’s accounting policies, except for the following:

(1) IFRS 16 “Leases”

IFRS16 is the accounting standards for leases, which will replace IAS 17 “lease”, IFRIC 4 “Determining
Whether An Arrangement Contains A Lease”, and related explanations. When IFRS 16 is applied for the first
time, the Company will process according to the transitional provisions of IFRS 16, and choose whether to
contract (or include) the lease according to IFRS 16 for the contract signed or modified after January 1, 2019,
without reassessing the current IAS 17. And IFRIC 4 recognizes the lease contract; for the current contract
that IAS 17 and IFRIC 4 have identified as not including the lease, the current method is still not applicable
to IFRS 16.

The Company as lessee

In the case of the application of IFRS 16, if the Company is a lessee, the leases and short-term leases of
the low-value underlying assets will be treated as operating leases similar to IAS 17, and other leases will
recognize the right-of-use assets and lease liabilities on the balance sheet. However. The income statement
will separately represent the depreciation expense of the right-of-use asset and the interest expense arising
from the effective interest method on the lease liability. In the cash flow statement, the principal amount
of the repayment of the lease liability will be expressed as a fundraising activity, and the interest payment
portion will be classified as a business activity.

Currently, payments under operating lease contracts are recognized as expenses on a straight-line basis.
Cash flows for operating leases are classified within operating activities on the Company statements of
cash flows. Financial lease contracts are classified within lease assets and obligation under capital leases,
respectively.

Under initial application of IFRS 16, the Company anticipates applying retrospectively with the
cumulative effect of this standard at the date of initial application, comparative information will not be
restated.

Leases agreements on buildings and transportation equipment classified as operating leases under IAS
17 will be measured at the present value of the remaining lease payments, discounted using the lessee’s
incremental borrowing rate on January 1, 2019. Right-of-use assets are measured at an amount equal to the
lease liabilities, adjusted by the amount of any prepaid or accrued lease payments.
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Right-of-use assets are subject to impairment testing under IAS 36, except for following expediency (2).
The Company will apply the following practical expedients to measure right-of-use assets and lease liabilities
on January 1, 2019 :

(1) The Company will apply a single discount rate to a portfolio of leases with reasonably similar
characteristics to measure lease liabilities.

(2) The Company will adjust the right-of-use assets in the amount of provision that recognized as onerous
leases at the year ended December 31, 2018.

(3) Leases agreements end before December 31, 2019 will be classified as short-term leases.

(4) The Company will exclude initial direct costs from the measurement of right-of-use assets on January 1,
2019.

(5) The Company will determine lease period (if the contract includes an extension or the option to
terminate) base on project status to measure assets.

For the leases classified as financial leases based on IAS17, the carrying amount of the lease assets
liabilities as at December 31, 2018 will be used as the carrying amount as at January 1, 2019.

The Company as lessor

The Company will not make any adjustments for leases in which it is a lessor, and will be accounting for
those leases under IFRS 16 starting from January 1, 2019.

If the Company continues to adopt IAS 17 in 2018, the impact on the current period of the application of
IFRS16 is detailed below:

Carrying Amount as of Adjustments Arising from . A
December 31, 2018 Initial Application Carrying Amount as of
SR e & Applicatio January 1, 2019
Right-of-use asset $ — $288,584 $288,584
Total impact on assets $ — $288,584 $288,584
Lease liabilities $ — $288,584 $288,584
Total impact on liabilities $ — $288,584 $288,584

Except for the above influences, the Company believes that the adoption of aforementioned standards
or interpretations will not have a significant effect on the Company’s financial position and financial
performance as of the date the financial statements were issued.

3.3 The effect of the New IFRSs announced by IASB but not yet endorsed by the FSC:
The following table shows the IFRSs newly announced, not yet recognized by the FSC:

Effective Date announced by

New, Amended or Revised IFRSs and interpretations IASB (Note 1)

IFRS 10 and IAS 28, amendments to “Sale or Contribution of Assets between an Investor

and its Associate or Joint Venture” Lol aEtErmaz by (S):
IFRS 17, “Insurance Contracts” January 1, 2021
Amendments to IFRS 3 “Definition of a Business” January 1, 2020 (Note 2)
Amendments to IAS 1 and IAS 8 “Definition of Material” January 1, 2020 (Note 3)

Note 1: Unless stated otherwise, the above New IFRSs are effective for annual periods beginning on or after their respective effective dates.
Note 2: The Company shall apply this amendment for acquisition on or after January 1, 2020.
Note 3: The Company shall apply this amendment for annual reporting periods beginning on or after January 1, 2020.

The Company is continuously assessing the possible impact that the application of the above standards and

interpretations will have on the Company’s financial position and operating result, and will disclose the relevant
impact when the assessment is completed.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Company’s financial statements are set out
below. These policies have been consistently applied to all the periods presented, unless otherwise stated.

4.1 Statement of Compliance

The financial statements have been prepared in accordance with the Regulation Governing the Preparation
of Financial Reports by Public Banks, Regulation Governing the Preparation of Financial Reports by Securities
Firms, and IFRS, as endorsed by the FSC.

4.2 Basis of Preparation
(1)Except for the following items, these statements have been prepared under the historical cost convention:

A. Financial assets and liabilities measured at fair value through profit or loss (including derivatives) measured
at fair value.

B. Financial assets measured at fair value through other comprehensive income for 2018.
C. Liabilities of cash-settled share-based payment agreement measured at fair value.

D. Defined benefit liabilities recognized at the net value of pension fund assets less the present value of defined
benefit obligations.

(2) The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Company’s
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in Note 5.

(3) In adopting IFRS 9 and IFRS 15 effective January 1, 2018, the Company has applied the rules retrospectively
whereby the cumulative impact of the adoption was recognized as retained earnings or other equity as of
January 1, 2018 and the financial statements for the year ended December 31, 2017 was not restated. The
financial statements for the year ended December 31, 2017 were prepared in compliance with IAS 39, TAS 11,
IAS 18 and related financial reporting interpretations.

4.3 Foreign currency translation
(1) Functionality and presentation currency

The financial reporting items of the Company (including the domestic head office, branches and offshore
banking unit) are measured in the “functional currency” of the main economic environment in which the
operation is located, and are based on the functional currency of the domestic head office, branches. New
Taiwan dollar is presented as an expression currency.

(2) Transaction and balance

Foreign currency denominated or required to be denominated in foreign currency transactions, the foreign
currency amount is converted into functional currency billing based on the spot exchange rate between the
functional currency and the foreign currency on the trading day.

Foreign currency monetary items are translated at the closing exchange rate at the end of the reporting
period. Foreign currency non-monetary items that are measured at historical cost are translated at the exchange
rates ruling at the original trading date, while foreign currency non-monetary items measured at fair value are
translated at the exchange rate at the date the fair value is determined.

Exchange differences arising from settlement are recognized in profit or loss in the period in which they
arise. Exchange differences on monetary items arising from translation are recognized in profit or loss in
the period in which they arise except items that qualify as hedging instruments in a cash flow hedge are
recognized initially in other comprehensive income to the extent that the hedge is effective.

When the profit or loss for non-monetary assets or liabilities measured at fair value recognized in other
comprehensive income, exchange differences with the profit or loss also recognized in other comprehensive
income. When the profit or loss for non-monetary assets or liabilities measured at fair value recognized in
comprehensive income, exchange differences with the profit or loss also recognized in comprehensive income.
The results and financial position of the Company’s offshore banking unit whose functional currency is
different from the presentation currency are translated into the presentation currency using the following
procedures:

a. Assets and liabilities are translated at the closing rate at the date of the balance sheets;
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b. Income and expenses are translated at the average exchange rates for the period, unless exchange rates
fluctuate significantly during that period, in which case the exchange rates at the dates of the transactions
are used; and

c. All resulting exchange differences are recognized in other comprehensive income.

Exchange differences arising from the above procedures are recognized as “Exchange differences from
translation of foreign operation” in equity.

When the foreign operation or part of the foreign operation is disposed of, exchange differences are
recognized initially in other comprehensive income and reclassified from equity to profit or loss.

4.4 Cash and cash equivalents

Cash and cash equivalents are cash in vault, cash in banks, due from other banks, short-term time deposits
and short-term financial instruments that must be readily convertible to a known amount of cash and subject to
an insignificant risk of changes in value. For the statement of cash flows, cash and cash equivalents are cash and
cash equivalents on the balance sheet, due from the Central Bank and call loans to banks and securities purchased
under resell agreements that are in conformity with the definition of cash and cash equivalents in the IAS 7
endorsed by the FSC.

4.5 Bonds purchased under resell/notes issued under repurchase agreements

For underwritten bonds and securities that are sold under RP and RS agreements, recognize interest expense
and interest income on the accrual basis between the purchase and sale dates and agreed RP and RS date; also,
recognize RP (Debt) and bonds and securities sold under resell agreements between the sale and purchase dates.

4.6 Financial instruments
Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual
provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issuance of financial assets and financial liabilities other than financial assets and
financial liabilities at fair value through profit or loss are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognized immediately
in profit or loss.

(1) Financial assets
All regular way purchases or sales of financial assets are recognized and derecognized on a trade date basis.
A.Measurement category
2018

Financial assets are classified into the following categories: Financial assets at FVTPL, financial assets
at amortized cost, and investments in debt instruments and equity instruments at FVTOCI.
(A) Financial asset at FVTPL
Financial asset is classified as at FVTPL when the financial asset is mandatorily classified or it is
designated as at FVTPL. Financial assets mandatorily classified as at FVTPL include investments in
equity instruments which are not designated as at FVTOCI and debt instruments that do not meet the
amortized cost criteria or the FVTOCI criteria.

Financial assets at FVTPL are subsequently measured at fair value, with any gains or losses
arising on remeasurement recognized in profit or loss. The net gain or loss recognized in profit or loss
incorporates any dividend or interest earned on the financial asset.

(B)Financial assets at amortized cost
Financial assets that meet the following conditions are subsequently measured at amortized cost:

a.The financial asset is held within a business model whose objective is to hold financial assets in order
to collect contractual cash flows; and

b.The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.
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Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents, due from the Central Bank and call loans to other banks, receivables and discounts and
loans, are measured at amortized cost, which equals to gross carrying amount determined by the
effective interest method less any impairment loss. Exchange differences are recognized in profit or loss.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of
a financial asset, except for:

a. Purchased or originated credit-impaired financial asset, for which interest income is calculated by
applying the credit-adjusted effective interest rate to the amortized cost of the financial asset; and

b. Financial asset that has subsequently become credit-impaired, for which interest income is calculated
by applying the effective interest rate to the amortized cost of the financial asset.

(C) Investments in debt instruments at FVTOCI
Debt instruments that meet the following conditions are subsequently measured at FVTOCI:

a. The financial asset is held within a business model whose objective is achieved by both the collecting
of contractual cash flows and the selling of the financial assets; and

b.The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Investments in debt instruments at FVTOCI are subsequently measured at fair value. Changes
in the carrying amounts of these debt instruments relating to changes in interest income calculated
using the effective interest method, foreign currency exchange rates and impairment losses or reversals
are recognized in profit or loss. Other changes in the carrying amount of these debt instruments are
recognized in other comprehensive income and will be reclassified to profit or loss when the investment
is disposed of.

(D)Investments in equity instruments at FVTOCI

On initial recognition, the Company may make an irrevocable election to designate investments in
equity instruments as at FVTOCI. Designation at FVTOCI is not permitted if the equity investment is
held for trading or if it is contingent consideration recognized by an acquirer in a business combination.

Investments in equity instruments at FVTOCI are subsequently measured at fair value with
gains and losses arising from changes in fair value recognized in other comprehensive income and
accumulated in other equity. The cumulative gain or loss will not be reclassified to profit or loss on
disposal of the equity investments. Instead, they will be transferred to retained earnings.

Dividends on these investments in equity instruments are recognized in profit or loss when the
Company’s right to receive the dividends is established, unless the dividends clearly represent a recovery
of part of the cost of the investment.

017

Financial assets are classified into the following categories: Financial assets at FVTPL, available-for-
sale (AFS) financial assets, held-to-maturity financial assets and loans and receivables. The classification
depends on the nature and purpose of the financial assets and is determined at the time of initial recognition.

(A) Financial assets at FVTPL
Financial assets are classified as at FVTPL when the financial asset is either held for trading or
designated as at FVTPL.
A financial asset is classified as designated as at FVTPL upon initial recognition if:
a. Such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

b.The financial asset forms part of a group of financial assets or financial liabilities or both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Company’s
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

c. The contract contains one or more embedded derivatives so that the entire hybrid (combined) contract
can be designated as at fair value through profit or loss.
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Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognized in profit or loss. The net gain or loss recognized in profit or loss incorporates any dividend or
interest earned on the financial asset.

(B) Available-for-sale (AFS) financial assets

AFS financial assets are nonderivatives that are either designated as AFS or are not classified as (a)
loans and receivables, (b) held-to-maturity financial assets or (c) financial assets at fair value through
profit or loss. AFS financial assets are stated at fair value at each balance sheet date.

Changes in the carrying amount of AFS monetary financial assets relating to changes in foreign
currency exchange rates, interest income calculated using the effective interest method and dividends on
AFS equity investments are recognized in profit or loss. Other changes in the carrying amount of AFS
financial assets are recognized in other comprehensive income and will be reclassified to profit or loss
when the investment is disposed or is determined to be impaired.

Cash dividends on AFS equity instruments are recognized in profit or loss when the Company’s
right to receive the dividends is established. Stock dividends are recorded as an increase in the number
of shares held and do not affect investment income. The cost per share is recalculated on the basis of the
new number of investee’s shares held.

AFS equity investments that do not have a quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are linked to and must be settled by delivery of
such unquoted equity investments are measured at cost less any identified impairment loss at the end of
each reporting period and are presented in a separate line item as financial assets carried at cost. If, in a
subsequent period, the fair value of the financial assets can be reliably measured, the financial assets are
remeasured at fair value. The difference between carrying amount and fair value is recognized in other
comprehensive income on financial assets. Any impairment losses are recognized in profit or loss.

(C) Held-to-maturity financial assets
Held-to-maturity financial assets are nonderivative financial assets with fixed or determinable

payments and a fixed maturity date that the Company has the positive intent and ability to hold to
maturity.

After initial recognition, held-to-maturity financial assets are measured at amortized cost using the
effective interest method less any impairment.
(D) Loans and receivables

Loans and receivables are nonderivative financial assets with fixed or determinable payments that
are not quoted in an active market. Loans and receivables (including cash and cash equivalents, due from
the Central Bank and call loans to other banks, receivables, debt instruments with no active market) are
measured at amortized cost using the effective interest method less any impairment.

B. Impairment of financial assets
2018

The Company's debt instrument investment, fair value measurement, debt instrument investment, loan
instrument investment, loan commitment and financial guarantee contract, measured at fair value through
other comprehensive gains and losses, at each balance sheet date. After considering all reasonable and
provable information (including forward-looking), the credit risk is not significantly increased since the
original recognition, and the allowance loss is measured by the 12-month expected credit loss amount; If the
credit risk has increased significantly and the credit is devalued, the allowance for loss is measured by the
amount of credit loss expected during the duration.

The Company measures the expected credit losses of financial instruments in a manner that reflects the
following:

1. An unbiased and probability-weighted amount determined by evaluating each possible outcome;
2. Time value of money;

3. Reasonable and corroborative information relating to past events, current conditions and future economic
forecasts (available at the reporting date without excessive cost or investment).

Those who are credit assets shall, on the balance sheet date, strengthen their country according to the
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“Bank Assets Assessment Loss Provision and the Overdue Loan Collection and Handling Method” and the
“Republic of China, December 4, 2014, Jin Guan Yin Guo Zi No. 10300329440 Bank real estate loan risk-
bearing capacity and the provisions of the “Recommendation of the Bank of China on the Control of Risks
and Risks of Mainland Banks in the Mainland of China on April 23, 2015, and the IFRS 9 Regulations” And
provide an appropriate allowance for bad debts in the sum of the two, and present them on a net basis.

The Company recognizes an impairment gain or loss in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account, except for investments
in debt instruments that are measured at FVTOCI, for which the loss allowance is recognized in other
comprehensive income and does not reduce the carrying amount of the financial asset.

2017

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of
impairment at the end of each reporting period. Financial assets are considered to be impaired when there
is objective evidence that, as a result of one or more events that occurred after the initial recognition of
financial assets, the estimated future cash flows of the asset have been affected. Objective evidence of
impairment could include:

(A) Significant financial difficulty of the asset issuer and debtor;
(B) The financial assets becoming overdue;
(C) Probability that the debtor will enter into bankruptcy or undergo financial reorganization.

Financial assets carried at amortized cost (loans and receivables) that are individually assessed had no
objective evidence of impairment are further assessed collectively for impairment. Objective evidence of
impairment for a portfolio of receivables could include the Company’s past difficulty in collecting payments
and an increase in the number of delayed payments, as well as observable changes in national or local
economic conditions that correlate with defaults on financial assets.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the
difference between the asset’s carrying amount and the present value of estimated future cash flows with
consideration to the collaterals and guarantees, discounted at the financial asset’s original effective interest
rate.

For financial assets measured at amortized cost, if the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment
at the date the impairment is reversed does not exceed what the amortized cost would have been had the
impairment not been recognized.

For AFS equity investments, a significant or prolonged decline in the fair value of the security below its
cost is considered to be objective evidence of impairment.

When an AFS financial asset is considered impaired, cumulative gains or losses previously recognized in
other comprehensive income are reclassified to profit or loss.

For AFS equity investments, impairment losses previously recognized in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent to an impairment loss is recognized in other
comprehensive income. For AFS debt instruments, impairment losses are subsequently reversed through
profit or loss if an increase in the fair value of the investment can be objectively related to an event occurring
after the recognition of the impairment loss.

For financial assets that are carried at cost, the impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the estimated future cash flows discounted at the current
market rate of return for a similar financial asset. This impairment loss will not be reversed in subsequent
periods.

Impairment loss on financial asset is recognized by reducing its carrying amount through the use of
an allowance account. When financial assets are considered uncollectable, they are written off against the
allowance account. Recoveries of amounts previously written off are credited to the allowance account.
Changes in the carrying amount of the allowance account are recognized in profit or loss.

2017 and 2018

Under FSC guidelines, the Company should classify credit assets as sound credit assets or unsound
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credit assets, with the unsound assets further categorized as special mention, substandard, with collectability
highly doubtful and uncollectable, on the basis of the customers’ financial position, valuation of collaterals
and the length of time the principal repayments or interest payments have become overdue.

The Company made 100%, 50%, 10%, 2% and 1% provisions for credits deemed uncollectable, with
collectability highly doubtful, substandard, special mention and sound credit assets (excluding assets that
represent claims against an ROC government agency), respectively, as minimum provisions. Furthermore,
the FSC stipulated that banks should make at least 1.5% provisions each for sound credit assets in Mainland
China (pertaining to short-term advance for trade finance) and loans for house purchases, renovations and
constructions, respectively.

Credits deemed uncollectable may be written off if the write-off is approved by the board of directors.
C. Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another party. If the Company retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Company continues to recognize the financial asset and also
recognizes a collateralized borrowing for the proceeds received.

On derecognition of a financial asset, the difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the cumulative gain or loss that had been recognized
in other comprehensive income is recognized in profit or loss. From 2018, on derecognition of a
financial asset at amortized cost in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable is recognized in profit or loss. On derecognition
of an investment in a debt instrument at FVTOCI, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss that had been
recognized in other comprehensive income is recognized in profit or loss. However, on derecognition of
an investment in an equity instrument at FVTOCI, the cumulative gain or loss that had been recognized in
other comprehensive income is transferred directly to retained earnings, without recycling through profit
or loss.

If the transferred asset is part of a larger financial asset and the part transferred qualifies for
derecognition in its entirety, the previous carrying amount of the larger financial asset shall be allocated
between the part that continues to be recognized and the part that is derecognized, based on the relative
fair values of those parts on the date of the transfer. The difference between the carrying amount allocated
to the part derecognized and the consideration received for the part derecognized is treated in the same
way as when the financial asset is derecognized in its entirety. A cumulative gain or loss that had been
recognized in other comprehensive income is allocated between the part that continues to be recognized
and the part that is derecognized on the basis of the relative fair values of those parts.

(2)Equity instruments

The Company classifies the debt and equity instruments issued either as financial liabilities or as equity
in accordance with the substance of the contractual agreements and the definitions of a financial liability or an
equity instrument.

Equity instruments issued by the Company are recognized at the proceeds received, net of direct issue
costs.

Repurchase of the Company’s own equity instruments is recognized and deducted directly in equity. No
gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the Company’s own
equity instruments.

(3) Financial liabilities
A. Subsequent measurement

Except for the cases stated below, all financial liabilities are measured at amortized cost using the
effective interest method:

(A) Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is either held for trading
or designated as at FVTPL.
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A financial liability is classified as designated as at FVTPL upon initial recognition if:

a. Such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

b.The financial liability forms part of a group of financial assets or financial liabilities or both, which
is managed and its performance is evaluated on a fair value basis, in accordance with the Company’s
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

c. The contract contains one or more embedded derivatives so that the entire hybrid (combined) contract
can be designated as at fair value through profit or loss.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognized in profit or loss. The net gain or loss recognized in profit or loss incorporates
any interest paid on the financial liability. For a financial liability designated as at fair value through
profit or loss, the amount of changes in fair value attributable to changes in the credit risk of the liability
is presented in other comprehensive income, and it will not be subsequently reclassified to profit or loss.
The gain or loss accumulated in other comprehensive income will be transferred to retained earnings
when the financial liabilities are derecognized. If this accounting treatment related to credit risk would
create or enlarge an accounting mismatch, all changes in fair value of the liability are presented in profit
or loss.

(B) Financial guarantee contracts
2018

Financial guarantee contracts issued by the Company, if not designated as at FVTPL, are
subsequently measured at the higher of:

a. The amount of the loss allowance reflecting expected credit loss; and

b. The amount initially recognized less, where appropriate, cumulative amount of income recognized in
accordance with the revenue recognition policies.

2017

Financial guarantee contracts issued by the Company are not designated as at FVTPL and are
subsequently measured at the higher of:

a. The amount of the obligation under the contract, as determined in accordance with IAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; or

b.The amount initially recognized less, where appropriate, cumulative amortization recognized in
accordance with revenue recognition policies.

B. Derecognition of financial liabilities

The Company derecognizes financial liabilities only when the Company’s obligations are discharged or
cancelled or expired. The difference between the carrying amount of the financial liability derecognized and
the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognized in profit
or loss.

(4) Derivative financial instruments

Derivatives are initially recognized at fair value at the date the derivative contracts are entered into
and are subsequently remeasured to their fair value at the balance sheet date. The resulting gain or loss is
recognized in profit or loss immediately. If the fair value of a derivative is a positive number, the derivative is
recognized as an asset and if the fair value is a negative number, the derivative is recognized as a liability.

Before 2017, derivatives embedded in non-derivative host contracts were treated as separate derivatives
when they met the definition of a derivative; their risks and characteristics were not closely related to those
of the host contracts; and the contracts were not measured at FVTPL. From 2018, derivatives embedded in
hybrid contracts that contain financial asset hosts within the scope of IFRS 9 are not separated; instead, the
classification is determined in accordance with the entire hybrid contract. Derivatives embedded in non-
derivative host contracts that are not financial assets within the scope of IFRS 9 (e.g. host contracts embedded
in financial liabilities) are treated as separate derivatives when they meet the definition of a derivative, their
risks and characteristics are not closely related to those of the host contracts and the host contracts are not
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measured at FVTPL.
4.7 Reclassification of financial assets-2017

The reclassification of non-derivative financial assets is governed by IAS 39, which is recognized by the
FSC.

4.8 Financial assets and financial liabilities offsetting

Financial assets and financial liabilities are allowed to be offset and expressed in net amount in consolidated
balance sheets when amounts to be offset are (1) objects of legally enforceable right to offset, and (2) objects of
intended net settlement, i.e. liquidation of assets for discharge of liabilities.

4.9 Income Recognition

The Company allocate prices into the obligations in the contracts after identifying the contracts, and
recognize revenues while fulfilling the obligations.

2018
1. Interest revenue

For the interest income of financial assets, when the economic benefits are likely to flow into the
Company and the amount of revenues can be measured reliably, all interest income generated from interest-
bearing financial instruments should be recognized on the accrual basis in accordance with the effective
interest rate.

2. Service fees and commission income

Service fees income and expenses is used when providing loans or other services, the Company allocates
the transaction price to each performance obligation after the customer contract recognizes the performance
obligation, and recognizes the income when the performance obligations are fulfilled. For labor contracts
with contracts with a time interval of less than one year, the major financial components of the contracts are
not subject to adjustment.

3. Dividend income

Dividend income from investments is recognized when the shareholders’ right to receive payment is
established; however, it is under the pre-conditions that the economic benefits associated with the transaction
system are likely to flow into the Company and the amount of revenues can be measured reliably.

2017
1. Interest revenue

For the interest income of financial assets, when the economic benefits are likely to flow into the
Company and the amount of revenues can be measured reliably, all interest income generated from interest-
bearing financial instruments should be recognized on the accrual basis in accordance with the effective
interest rate.

For a single or a group of similar financial asset that is reduced due to impairment losses, the
subsequently recognized interest income is calculated in accordance with the interest rate that is used for the
discounting of future cash flow when measuring the impairment loss.

2. Service fees and commission income

Service fee income and expense are recognized in a lump sum when the loan or other service is
provided. If the service fees are earned for completing major projects, they are recognized on the completion
of the major projects, such as, the syndicated loan service fee charged collected by the organizing bank.
If the service fees income and expenses are earned or paid for the subsequent loan service, they are to be
amortized over the service period depending on the materiality, or included for the calculation of loans and
receivables’ effective interest rate.

3. Dividend income

Dividend income from investments is recognized when the shareholders’ right to receive payment is
established; however, it is under the pre-conditions that the economic benefits associated with the transaction
system are likely to flow into the Company and the amount of revenues can be measured reliably.

4.10 Property and Equipment
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The Company’s property and equipment are recognized after deducting any accumulated depreciation and
accumulated impairment losses from historical cost. The historical cost includes any costs directly attributable to
acquiring the assets.

Subsequent expenditure of property and equipment shall be recognized as an asset or be included in
the carrying amount of assets, when, and only when it is probable that the future economic benefits that are
associated with property and equipment will flow to the bank, and the cost of property and equipment can be
measured reliably. The carrying amount of those parts that are replaced is derecognized. A major improvement
or repair expense that can extend the benefits over afterward period is regards as capital expenditure; while
frequent maintenance or repairs are charged to current expenses.

The Company reviews or adequately adjusted the residual value ant the useful life of assets at each financial
year-end.

The land is not affected by depreciation. Depreciation of other assets is amortized over the useful lives
using the straight-line method.

Useful lives of major premises and equipment are as follows:

Building 48-60 years
Leasehold improvement 5 years, if the lease period is less than 5 years, then amortize during the lease
term

Machinery and equipment 3-20 years

The gains or loss arising from the disposition of an item of property and equipment shall be recognized
in “other net non-interest income” in income statements and determined as the difference between the disposal
proceeds and the carrying amount of the item.

4.11 Intangible Assets

The Company's intangible assets are purchased computer software, which is capitalized by the cost of
purchasing and using the software. This cost is amortized over the estimated useful life. The estimated durability
of the software is 6-8 years.

4.12 Foreclosed properties

Foreclosed properties received are stated at acquired cost, On the balance sheet date, the foreclosed
properties shall be evaluated at the lower of carrying amount ant net fair market value.

4.13 Lease

The Company’s leases are classified as operating leases. Operating lease payments or gains are recognized
as profit or loss on a straight-line basis over the lease term, and recognized in other general and administrative
expenses and other net non-interest income, respectively.

4.14 Taxation

(1)The tax expense for the period comprises current and deferred tax.Tax is recognised in profit or loss, except
to the extent that it relates to items recognised in other comprehensive income or items recognised directly in
equity, in which cases the tax is recognised in other comprehensive income or equity.

(2)The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at
the balance sheet date in the countries where the Company and its subsidiaries operate and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations in
accordance with applicable tax regulations. It establishes provisions where appropriate based on the amounts
expected to be paid to the tax authorities. An additional tax is levied on the unappropriated retained earnings
and is recorded as income tax expense in the year the stockholders resolve to retain the earnings.

(3)Deferred income tax is recognised, using the balance sheet method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the parent company only financial
statements. However, the deferred income tax is not accounted for if it arises from initial recognition of
goodwill or of an asset or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and associates, except where the timing of the reversal of
the temporary difference is controlled by the Company and it is probable that the temporary difference will
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not reverse in the foreseeable future. Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realized or the deferred income tax liability is settled.

(4)Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised. At each balance sheet date, unrecognized
and recognized deferred income tax assets are reassessed.

(5)Current income tax assets and liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a net
basis or realize the asset and settle the liability simultaneously. Deferred income tax assets and liabilities are
offset on the balance sheet when the entity has the legally enforceable right to offset current tax assets against
current tax liabilities and they are levied by the same taxation authority on either the same entity or different
entities that intend to settle on a net basis or realize the asset and settle the liability simultaneously.

(6)Tax preference given for expenditures incurred on acquisitions of equipment or technology, research and
development, employees" training and equity investments is recorded using the income tax credits accounting

4.15 Retirement Benefits
(1) Short-term employee benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits expected to be
paid in respect of service rendered by employees in a period and should be recognized as expenses in that
period when the employees render service.

(2) Pensions
a. Defined contribution plans

For defined contribution plans, the contributions are recognised as pension expenses when they are
due on an accrual basis. Prepaid contributions are recognised as an asset to the extent of a cash refund or a
reduction in the future payments.

b. Defined benefit plans

(a) Net obligation under a defined benefit plan is defined as the present value of an amount of pension
benefits that employees will receive on retirement for their services with the Company in current period
or prior period. The liability recognised in the balance sheet in respect of defined benefit pension plans
is the present value of the defined benefit obligation at the balance sheet date less the fair value of plan
assets, together with adjustments for unrecognised past service costs. The defined benefit net obligation
is calculated annually by independent actuaries using the projected unit credit method. The rate used to
discount is determined by using interest rates of government bonds (at the balance sheet date) instead.

(b)Actuarial gains and losses arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.

(c) Past service costs are recognised immediately in profit or loss.
(3) Employees preferential deposit benefit

The Company offer special rate for employees in deposit with the Company, including the offering
of fixed amount of preferred deposits for current employees and preferred deposits at fixed amount for
retired employees and current employees after retirement. The difference between the interest rate for the
aforementioned preferred deposits and market rate shall fall within the scope of employee welfare.

According to the “Criteria for the Compilation of Financial Statements by Public Banks”, the interest
from the preferred deposit for employees prearranged after retirement in excess of the interest under regular
market rate shall be subject to actuarial calculation at the time of the retirement of the employees pursuant
to IAS 19, “Employee Benefits” as recognized by FSC. However, the parameters for the assumptions in the
actuarial calculation may be regulated by the competent authority, comply accordingly, if applicable.

(4)Employees’ bonus and directors’ and supervisors’ remuneration

Employees’ bonus and directors’ and supervisors’ remuneration are recognised as expenses and liabilities,
provided that such recognition is required under legal or constructive obligation and those amounts can be
reliably estimated. However, if the accrued amounts for employees’ bonus and directors’ and supervisors’
remuneration are different from the actual distributed amounts as resolved by the stockholders at their
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stockholders’ meeting subsequently, the differences should be recognised based on the accounting for
changes in estimates.

(5) Termination benefits

Termination benefits are employee benefits provided in exchange for the termination of employment
as a result from either the Company’s decision to terminate an employee’s employment before the normal
retirement date, or an employee’s decision to accept an offer of redundancy benefits in exchange for the
termination of employment. The Company recognises expense when it can no longer withdraw an offer
of termination benefits or it recognises related restructuring costs, whichever is earlier. Benefits that are
expected to be due more than 12 months after balance sheet date shall be discounted to their present value.

4.16 Provisions, Contingent Liabilities and Contingent Assets

A provision shall be recognized when:

a. An entity has a present obligation (legal or constructive) as a result of a past event;

b. It is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation; and

c. Areliable estimate can be made of the amount of the obligation.

The Company does not recognize provisions for future operating losses.

Where there are a number of similar obligations, the probability that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. Although the likelihood of outflow
for any one item may be small, it may well be probable that some outflow of resources will be needed to settle
the class of obligations as a whole. If that is the case, a provision is recognized.

Provisions are subsequently measured by the present value of the expected expenditures to settle
the obligations. Discount rate is the pre-tax discount rate and is adjusted in time to reflect current market
assessments of the time value of money and the risks specific to the liability.

A contingent liability is:

a. A possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
entity; or

b. A present obligation that arises from past events but is not recognized because:

(1) It is not probable that an outflow of resources embodying economic benefits will be required to settle the
obligation; or

(2) The amount of the obligation cannot be measured with sufficient reliability.

The Company does not recognize a contingent liability but disclose it appropriately in accordance
with related guidelines.

A contingent asset is a possible asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the entity. The Company does not recognize a contingent asset. A contingent asset
is disclosed appropriately in accordance with related guidelines, where an inflow of economic benefits is
probable.

4.17 Financial bond payable

The financial bonds payable of the Company are measured as amortized cost amortised using the effective
interest method.

4.18 Share capital
A. Share capital issuance cost
The incremental cost directly attributable to the issue of new shares is deducted from equity.
B. Common stock dividend
If the dividend announcement date is later than the balance sheet date, it will not be recognized and will
only be disclosed in the notes after the period.

4.19 comparison information

Except as permitted or required by the FSC-endorsed IFRSs, the Company discloses the prior period
comparison information of all current financial report amount.
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When accounting policy changes or reclassifications occur, the comparative information industry has been
adjusted and compared with the financial information for the current year.

4.20 Operating department report

The reporting by the Company's operations department is consistent with the internal report provided to the
chief operating decision maker. The chief operating decision maker of the Company is the board of directors of
the Company.

5. MAJOR SOURCES OF UNCERTAINTIES ASSOCIATED WITH SIGNIFICANT
ACCOUNTINGJUDGMENTS, ESTIMATES AND ASSUMPTIONS

The Company’s accounting policies, accounting assumptions and estimates have significant impact on the
financial statements. Accordingly, the management exercised appropriate professional judgment in the preparation
of the financial statements.

The assumptions and estimates involve significant risks that significant adjustments might result in changes in
the carrying amounts of assets and liabilities in the next fiscal year. The assumptions and estimates made were the
best estimates based on the FSC-endorsed IFRSs. The estimates and assumptions are based on historical experience
and other factors, including future expectations and are continuously assessed. The accounting policies and
management’s judgment that could have significant impact on the financial statements.

5.1 Important judgment of accounting policy
Business model judgment on financial assets classification (for 2018)

The Company assessed the business model of the financial assets on the basis of the common management
platform of a group of financial assets in order to achieve the designated business objective. All relevant evidence
shall be considered with sound judgement, including method for the measurement of asset performance, risks
affecting performance, and method for determining remuneration to related managers. The Company shall
continue to evaluate whether the judgement of the business model is appropriate, and keep track of financial
assets at amortized cost and investment of debt instruments - FVIOCI before derecognition on maturity so as to
understand whether the reason of the disposition is congruent with the business model. If it is found the business
model has changed, the Company shall adjust the classification.

5.2 Significant accounting estimates and assumptions
(1) Estimated impairment of financial assets (for 2018)

The provision for impairment of receivables, investments in debt instruments and financial guarantee
contracts is based on assumptions about risk of default and expected loss rates. The Company uses judgement
in making these assumptions and in selecting the inputs to the impairment calculation, based on the
Company’s past history, existing market conditions as well as forward looking estimates. If the actual future
cash inflows are less than expected, a material impairment loss may arise.

(2) Impairment losses on loans (for 2017)

The Company monthly assesses loans collectively. When determining whether an impairment loss should
be recognized, the Company mainly seeks for observable evidence that indicates impairment. Objective
evidence may include the Company’s past difficulty in collecting payments and an increase in the number of
delayed payments, as well as observable changes in national or local economic conditions that correlate with
defaults on loans and receivables. The management uses past loss experience on assets with similar credit risk
characteristics to analyze the expected future cash flows. The Company reviews the methods and assumptions
of cash flow estimation regularly to eliminate the difference between expected and actual loss.

(3) Fair value measurement and evaluation process (for 2018)

When assets and liability at fair value with no active market quote, the Company determines whether to
outsource evaluation and technique of assessing appropriate fair value according to relevant regulation and
judgment.

If the first-level input value is not available while estimating fair value, the Company will refer to the
financial status, operating outcome, recent trading price, non-active market quote on same equity investment,
active market quote on similar instrument and comparable evaluation multiples for the investment in unlisted
stocks. As for derivatives, similar market quote, interest rate and characteristics of derivative instrument will
determine the input.
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Please refer to Note 12.3 for the description of fair value evaluation technique and input.
(4) Calculation of accrued pension obligations

When calculating the present value of defined pension obligations, the Company must apply judgments
and estimates to determine the actuarial assumptions on balance sheet date, including discount rates and
future salary growth rate. Any changes in these assumptions could significantly impact the carrying amount
of defined pension obligations. As of December 31, 2018, the accrued pension obligations was $256,878
thousand.

(5) Taxation

The final amount of the tax is determined by many transactions and calculations. The Company's additional
recognition of income tax liabilities arising from tax issues is based on a prudent assessment of the subsequent
development of tax issues. If there is a difference between the final tax and the initial recognized amount, the
difference will affect the recognition of current income tax and deferred income tax.

Please refer to Note 6.35 for the description of deferred income tax items.

6. EXPLANATION OF SIGNIFICANT ACCOUNTS

6.1 Cash and cash equivalents

Items December 31, 2018 December 31, 2017
Cash on hand $1,334,424 $1,211,271
Checks for clearing 1,017,453 1,114,722
Due from banks 587,578 1,832,180
Total $2,939,455 $4,158,173

For the purpose of preparing the statements of cash flow, cash and cash equivalents of comprise of the
following amounts:

Item December 31, 2018 December 31, 2017
Cash and cash equivalents, ending balance in the balance sheets $2,939,455 $4,158,173
cosh and e aquivalents ander IAS 7 ~Statement of Cash Flows” S22 A
Cash and cash equivalents, ending balance in the statements of cash flows $14,978,758 $20,786,829
6.2 Due from Central Bank and call loans to banks
Items December 31, 2018 December 31, 2017
Deposit reserves in Central Bank
Category A $6,165,649 $7,209,142
Category B 5,458,283 5,368,186
Foreign currency deposits 46,095 44,648
National treasury department 977 961
Subtotal $11,671,004 $12,622,937
Interbank settlement funds $608,303 $501,614
Call loans to banks 583,870 148,825
Total $12,863,177 $13,273,376

The deposit reserves deposited at the Central Bank are determined monthly at prescribed rates based on the
average balances of deposits. Category A deposit reserve account is non-interest bearing and withdrawals can be
made at any time. Category B reserve account is interest-bearing and no withdrawal is permitted unless upon
monthly adjustment of the account or otherwise specifically provided by law.



6.3 Finacial instruments at fair value through profit or loss

Financialll

Items December 31, 2018 December 31, 2017
Financial assets mandatorily measured at fair value
through profit or loss
Funds $37,220 $ =
Bonds 65,640 =
Overseas bonds 247,761 =
Subtotal $350,621 $ —
Financial derivatives
Forward contracts $122 $ =
Foreign exchange swaps 33,647 —
Subtotal $33,769 $ =
Held-for-trading financial assets
Short-term notes $ = $918,690
Funds = 39,673
Stock = 13,606
Bonds = 68,065
Overseas bonds = 191,631
Subtotal $ = $1,231,665
Financial derivatives
Forward contracts $ = $307
Foreign exchange swaps = 45,077
Subtotal $ = $45,384
Total $384,390 $1,277,049

1.Please refer to Note 6.16 for details of derivative contracts that have yet to mature as of December 31, 2018 and

2017.

2.Please refer to Note 8 for details of financial assets at FVTPL provided as collateral for the various businesses

as of December 31, 2018 and 2017.

6.4 Financial assets at fair value through profit or loss - 2018

Items

December 31, 2018

Investments in equity instruments

Listed shares and emerging stocks $262,593
Foreign listed shares and emerging stocks $4.844
Unlisted shares 1,072,121
Subtotal 1,339,558
Evaluation adjustment 89,871
Total 1,429,429
Investments in debt instruments
Foreign preferred stock $170,039
Government bonds 4,227,042
Foreign financial bonds 958,405
Foreign corporate bonds 7,974,379
Foreign government bonds 3,653,483
Subtotal 16,983,348
Evaluation adjustment (46,434)
Subtotal 16,936,914
Total $18,366,343
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1.Part of the equity instrument investments held by the Company are invested in medium and long-term strategic
objectives and are expected to benefit from long-term investments. The management of the Company considers that
if the short-term fair value fluctuations of these investments are included in the profit or loss, they are inconsistent
with the aforementioned long-term investment plans, and therefore the designated investment is selected to be
measured at fair value through other comprehensive gains and losses.

2.As of December 31, 2018, the book value of the above-mentioned financial instruments held at fair value through
other comprehensive gains and losses for conditional trading was $ 2,742,846 thousand.

3.Please refer to Note 8 for information on pledges of equity instrument investment measured by fair value through
other comprehensive gains and losses.

4.Please refer to Note 12.4 for the relevant credit risk management and assessment methods.

5.The Company considers the historical default loss rate provided by external rating agencies to measure the
12-month expected credit loss or lifetime expected credit loss.The Company's current credit risk assessment
mechanism and total carrying amount of each credit rating instrument investment are as follows: (including debt
instrument investments measured at fair value through other comprehensive gains and losses and financial assets
measured at amortized cost)

L . Expected credit loss Expected credit loss Carrying amount as of
Credit rating Definition .
recognition rate December 31, 2018
stagel The debtor has a low credit 12 months expected 0.00%~0.103% $58,328,710
risk and is fully capable of credit loss

paying off contractual cash

flows

6.The changes in the allowance for loss of investment in debt instruments measured at fair value through other
comprehensive gains and losses are as follows:

Lifetime ECL

(2ol AL WLitsifine LI (Credit-impaired financial assets)

Balance at January 1, 2018 $ = $ = $ —
Impact of retrospective application of IFRS 9 2,063 = =
Balance at January 1, 2018 $2,063 $ = $ -
Add : Impairment loss 3,664 = =
Currency translation differences ®) = =
Balance at December 31, 2018 $5,719 $ = $ =

6.5 Debt instruments at amortized cost - 2018

Items December 31, 2018
Bonds $11,628,341
NCD issued by the Central Bank 18,700,000
Foreign bonds 11,017,021
Subtotal $41,345,362
Less: accumulated impairment (3,407)
Total $41,341,955
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1.The changes in the allowance for investment in debt instruments accounted at amortized cost are as follows:

it 2L LS LECIL (Credit-in%pi:f?i?;facnlgial assets)
Balance at January 1, 2018 $ — $§ - $ -
Impact of retrospective application of IFRS 9 1,722 = =
Balance at January 1,2018 $1,722 $ — S =
Add : Impairment loss 1,654 = —
Currency translation differences 31 = =
Others = = =
Balance at December 31, 2018 $3,407 $ — $ -

2.As of December 31, 2018, the above financial assets at amortized cost provided as the underlying securities for
RP/RS trading was $8,766,335 thousand.

3.Please refer to Note 8 for the financial assets measured at amortized cost provided as collateral guarantees.
4.Please refer to Note 12.4 for the relevant credit risk management and assessment methods.

6.6 Securities purchased under resell agreements

Items December 31, 2018 December 31, 2017
Short-term notes $4,264,712 $8,795,046
Bonds (government and corporate bonds) 978,000 430,034
Total $5,242,712 $9,225,080

Securities purchased under resell agreement sold at agreed prices of $5,244,697 thousand and $9,227,219
thousand, respectively, as of December 31, 2018 and 2017.

No bonds with resell agreements were provided as underlying securities for repurchase agreements as of
December 31, 2018 and 2017.

6.7 Receivables, net

Items December 31, 2018 December 31, 2017
Credit card receivables $150,727 $163,673
Credit card receivables on receipt 3,822 2,824
Subtotal $154,549 $166,497
Accrued interest $679,071 $539,460
Acceptances 283,455 116,664
Revenues receivable 159,777 143,335
Others 96,777 191,839
Settlements receivable 866,999 12,428
Refund of capital reduction receivables = 78,989
Total $2,240,628 $1,249,212
Less: Allowance for possible losses (66,127) (97,794)
Net $2,174,501 $1,151,418
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B. The changes in the total book value for the year ended December 31, 2018 are as follows:

Financialll

o L Lifetim.e expected
12-month Litgime expected credit losses
.. | expected credit ! _ hased
expected credit | G credit losses | (non-purchased or|  Total
losses osses (Group (Individual _orlgl_na(tieg cred.lt1
assessment) assessment) 1mpa1£1eS dn sn)ancm
Balance at the beginning of the period $1,148,659 $7,730 $89,394 $3,429 | $1,249,212
Transferred to lifetime expected credit (304) 722 B (19) 399
losses
Transfi iti ired fi ial
ransferred to credit impaired financia (2.592) (6.465) 5308 12,068 8319
asset
Transf 12- h i
ransferred to 12-month expected credit 153,007 @37) B (3.226) 149,364
losses
ly initiat h i t:
Newly ini 1ae<.10rpurc ased discounts and 1,282,494 8.131 8,000 2,198 1,300,823
loans and receivables
Write-offs = = (2,239) (759) (2,998)
Derecognition (406,275) (694) (56,159) (1,363) (464,491)
Balance at the end of the period $2,175,009 $8,987 $44,304 $12,328 | $2,240,628

6.8 Discounts and loans, net

Items

December 31, 2018

December 31, 2017

Discounts

Overdrafts

Short-term loans

Short-term secured loans
Medium-term loans
Medium-term secured loans
Long-term loans

Long-term secured loans
Import/export bills negotiated
Overdue loans

Subtotal

Less: Allowance for possible losses

Net

$59,221 $27,373
15,346 15,534
39,143,117 39,103,962
25,733,922 24,467,844
31,818,649 27,167,839
24,887,374 26,769,666
8,644,710 9,679,749
51,832,873 50,377,302
47,094 9,226
1,272,822 703,198
183,455,128 178,321,693
(2,210,904) (2,461,542)
181,244,224 175,860,151
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2.The change in the total book value for the year ended December 31, 2018 is as follows:

12015

Lifetime expected
o Lifetime expected credit losses
L2t . L1fe'F1me FIpEsiE creditlosses (credit impaired
expected credit |creditlosses(group b financial assets that Total
losses assessment) assessment) were neither purchased
nor originated)

E:rlﬁ)‘zfe at the beginning of the $175,324,985 $1,040,238 $651,891 $1,304,579 | $178,321,693
Transferred to lifetime expected (114,650) 133,308 . (4,503) 14,155
credit losses
Transferred to credit impaired (1,396,211) (799,918) 1,838,196 699,131 341,198
financial asset
Transferred to 12-month expected 32,990,547 (75,436) - (27,049)| 32,888,062
credit losses
Newly initiated or purchased
discounts and loans and 64,939,113 27,512 = 49,517 65,016,142
receivables
Write-offs = = (817,195) (297,724) (1,114,919)
Derecognition (91,320,295) (111,095) (12,207) (567,606)| (92,011,203)
Balance at the end of the period $180,423,489 $214,609 $1,660,685 $1,156,345 | $183,455,128

3. The Company provided appropriate allowances for the assessment of discounts and loans and receivables.

The changes in allowances for discounts and loans and receivables as of December 31, 2017 are as

follows:

(1) Changes in allowance for credit losses with respect to discounts and loans:

Ttems For the year ended
December 31, 2017
Balance at January 1, 2017 $2,034,342
Provisions 561,245
Write-offs (323,664)
Recovery of written-off credits 205,696
Effects of exchange rate changes and others (16,077)
Balance at December 31,2017 $2,461,542
(2) Changes in allowance for credit losses with respect to accounts receivable:
Ttems For the year ended
Dec. 31,2017
Balance at January 1, 2017 $87,303
Provisions (reversal ) 17,829
Write-offs (8,601)
Recovery of written-off credits 1,325
Effects of exchange rate changes and others (62)
Balance at December 31,2017 $97,794

17



Information:;

(3) Changes allowance for credit losses with respect to overdue accounts other than loans:

Items For the years ended
December 31,2017
Balance at January 1, 2017 $11,440
Provisions 13,767
Write-offs (1,648)
Recovery of written-off credits =
Effects of exchange rate changes and others =
Balance at December 31,2017 $23,559

(4) The Company recognized $590,254 thousand of bad debt expense and allowance for bad debt $592,841
thousand; reversal of guarantee reserves ($2,587) thousand as of the year ended December 31, 2017.

6.9 Available-for-sale financial assets, net - 2017

Items December 31, 2017
Bonds (government and corporate bonds) $14,545,620
Stocks 171,533
NCD issued by the Central Bank 25,030,195
Foreign bonds 14,093,934
Subtotal $53,841,282

Less: accumulated impairment -

Total $53,841,282

1.Please refer to Note 8 for details of available-for-sale financial assets held by the Company provided as
collateral for the various businesses as of December 31, 2017.

2.The above available-for-sale financial assets of the Company provided as the underlying securities for RP/RS
trading as of December 31, 2017 amounted to $5,556,044 thousand.

3.The Company sold the financial assets held to maturity within three months from January to December, 2017,
at the price of $985,287 thousand, and recognized $7,244 thousand of gain (loss). In addition, the remaining
portion of $24,209,120 thousand in fair value were reclassified as available-for-sale financial assets in
December 31, 2017.

6.10 Other financial assets, net

December 31

Items
2018 2017
Equity investments carried at cost $ = $1,082,580
Certificates of deposit with maturities of more than three months 22,370 —
Overdue receivables 346 23,547
Short-term advances 18,745 19,018
Remittance purchased 31 =
Subtotal $41,492 $1,125,145
Less: allowance for doubtful accounts (347) (23,559)
Net $41,145 $1,101,586
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6.11 Properties and equipment, net

Financialll

December 31, 2018
Name of Asset Accumulated Accumulated .
Cost . . . Carrying amount
depreciation 1mpairment

Land $2,031,893 $ — $ — $2,031,893

Buildings 1,218,188 513,665 = 704,523

Machinery and computer 422,432 302,248 - 120,184

equipment

Transportation equipment 12,372 11,989 = 383

Miscellaneous equipment 77,126 69,010 = 8,116

Leasehold improvement 144,556 121,836 = 22,720

Total $3,906,567 $1,018,748 $ — $2,887,819

December 31, 2017
Name of Asset Accumulated Accumulated .
Cost . . . Carrying amount
depreciation impairment

Land $2,031,893 $ - $ - $2,031,893

Buildings 1,218,188 491,919 = 726,269

Machinery and computer 434,421 279,501 = 154,920

equipment

Transportation equipment 13,910 13,196 = 714

Miscellaneous equipment 76,951 68,929 = 8,022

Leasehold improvement 135,764 117,373 = 18,391

Total $3,911,127 $970,918 $§ - $2,940,209

1.Changes in property and equipment:
Ttems Land Building llédaqhinery Transportation ~ Miscellaneous Leasehold Total
quipment Equipment Equipment Improvement

Cost
Balance at January 1, 2018 $2,031,893 $1,218,188 $434,421 $13,910 $76,951 $135,764 $3,911,127
Addition o o 6,655 194 2,550 8,792 18,191
Disposal o (18,675) (1,732) (2,375) = (22,782)
Foreign exchange differences o o 31 — — = 31
Balance at December 31, 2018 $2,031,893 $1,218,188 $422,432 $12,372 $77,126 $144,556 $3,906,567
Accumulated depreciation
Balance at January 1, 2018 $ — $491,919 $279,501 $13,196 $68,929 $117,373 $970,918
Depreciation o 21,746 41,414 525 2,456 4,463 70,604
Disposal B B (18,675) (1,732) (2,375) = (22,782)
Foreign exchange differences - - 8 = = = 8
Balance at December 31, 2018 $ = $513,665 $302,248 $11,989 $69,010 $121,836 $1,018,748
Balance at December 31, 2018 $2,031,893 $704,523 $120,184 $383 $8,116 $22,720 $2,887,819
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iz Land kg Maghinery Transportation Misce.llaneous Leasehold Total
Equipment Equipment Equipment Improvement
Cost
Balance at January 1, 2017 $2,031,893 $1,218,188 $445,246 $16,722 $80,445 $125,204 $3,917,698
Addition - - 87,421 70 1,613 11,215 100,319
Disposal - - (98,210) (2,882) (5,106) (655) (106,853)
Net exchange difference - - (36) - (1) = (37)
Balance at December 31,2017  $2,031,893 $1,218,188 $434,421 $13,910 $76,951 $135,764 $3,911,127
Accumulated depreciation
Balance at January 1, 2017 $ - $470,172 $339,556 $15,291 $71,720 $113,706 $1,010,445
Depreciation expenses - 21,746 38,148 787 2,316 4,322 67,319
Disposal - - (98,179) (2,882) (5,106) (655) (106,822)
Net exchange difference - 1 24) - (1) = (24)
Balance at December 31, 2017 $ = $491,919 $13,196 $68,929 $117,373 $970,918
Balance at December 31,2017  $2,031,893 $726,269 $714 $8,022 $18,391 $2,940,209
2. Reconciliation of property and equipment additions with the cash flow:
Items December 31, 2018 December 31, 2017
Property and equipment additions $18,191 $100,319
Foreign exchange differences 23 (13)
Consideration paid for property and equipment $18,214 $100,306
6.12 Intangible assets, net
Items December 31, 2018 December 31, 2017
Cost of computer software $322,051 $298,630
Less: accumulated amortization (203,248) (177,384)
accumulated impairment — —
Net $118,803 $121,246
Changes in intangible assets:
For the year ended December 31
Items
2018 2017
Cost
Balance, January 1 $298,630 $216,737
Additions 28,004 81,893
Disposals (4,583) =
Balance, December 31 $322,051 $298,630
Accumulated amortisation
Balance, January 1 $177,384 $150,063
Amortisation expense 30,447 27,321
Disposals (4,583) =
Balance, December 31 $203,248 $177,384
Intangible assets, net $118,803 $121,246
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6.13 Other assets, net

Items December 31, 2018 December 31, 2017
Refundable deposits $66,015 $99,314
Prepayments 39,223 41,593
Miscellaneous assets 11,365 10,439
Total $116,603 $151,346

6.14 Due to the Central Bank and other banks

Items December 31, 2018 December 31, 2017
Due to the Central Bank $68,948 $68,975
Due to banks 294,268 199,067
Due to Chunghwa Post 99,210 166,610
Overdrafts on banks 23,285 -
Calls loan from other (central) banks 8,209,745 5,488,495
Total $8,695,456 $5,923,147

6.15 Financial liabilities at fair value through profit or loss

Items December 31, 2018 December 31, 2017
Derivatives
Forwards $116 $701
Foreign exchange swaps 199,690 288
Total $199,806 $989

12015

The Company engaged in derivative transactions for the years ended December 2018 and 2017 for the purpose of
meeting clients’ trading needs, squaring positions, meeting capital requirements in different currencies and hedging
against risks arising from interest rate fluctuations. The hedging strategy of the Company primarily aims at hedging
against risks arising from market price or cash flow fluctuations. As of December 31, 2018 and 2017, the contractual
amounts (notional principal) of the derivative contracts were as follows:

Contractual Amount
Items
December 31, 2018 December 31, 2017
Forward exchange contracts $72,879 $78,391
Foreign exchange swap contracts 7,165,979 1,395,806

6.16 Securities sold under repurchase agreement

Items December 31, 2018 December 31, 2017
Government bonds $34,457 $35,399
Foreign government bonds 1,593,630 550,289
Foreign corporate bonds 3,123,504 690,175
Financial bonds 5,679,250 4,091,542
Total $10,430,841 $5,367,405

121



122

Information;

Securities sold with repurchase agreement purchased at agreed prices of $10,498,949 thousand and
$5,391,971 thousand as of December 31, 2018 and 2017, respectively.

6.17 Payables

Items

December 31, 2018

December 31, 2017

Payroll transfers payable

Checks for clearance

Interest payable

Outstanding bills for collection
Accrued expenses

Acceptances

Collections for others

Payable for settlement of securities
Accounts payable

Other payables

Spot Exchange Payable - foreign Currencies

Total

6.18 Deposits and remittances

Items

$1,944,357 $1,661,702
1,017,453 1,114,722
372,962 272,837
26,870 19,796
267,370 248,131
285,074 118,606
55,662 73,966

— 10,382

3,454 1,908
132,393 137,613
131 =
$4,105,726 $3,659,663

December 31, 2018

December 31, 2017

Checking account deposits
Public treasury deposits
Demand deposits

Time deposits

Negotiable certificate of deposits
Demand savings deposits

Time savings deposits
Remittances

Total

6.19 Bonds payables

Items

$2,692,541 $2,563,161
11,511,365 11,910,382
29,590,744 27,015,898
55,029,322 64,976,536
460,400 501,200
56,928,499 56,338,279
67,072,770 66,441,526
472 1,846
$223,286,113 $229,748,828

Offering Period
Interest Rate

December 31, 2018

December 31, 2017

Subordinate financial
bonds first issue, 2013
Subordinate financial
bonds second issue, 2013
Subordinate financial
bonds first issue, 2014
Subordinate financial
bonds second issue, 2014
Subordinate financial
bonds third issue, 2014
Subordinate financial
bonds first issue, 2018
Subordinate financial
bonds second issue, 2018

Total

2013.8.6-2020.8.6 $1,300,000 $1,300,000
2.1%

2013.9.5-2020.9.5 700,000 700,000
2.1%

2014.3.25-2021.3.25 1,200,000 1,200,000
1.506%-1.50944%

2014.10.29-2021.10.29 650,000 650,000
2.35%

2014.12.3-2021.12.3 150,000 150,000
2.35%

2018.03.15-2025.03.15 1,500,000 -
1.30%

2018.09.12-No 800,000 -
expiration date
2.60%

$6,300,000 $4,000,000
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6.20 Provisions

Items December 31, 2018 December 31, 2017
Provision for employee benefit liabilities $256,878 $292,316
Reserve for guarantee liabilities 68,383 57,713
Reserve for losses on financing commitment 47,572
Others liabilities 41,056
Others 18,941 17,167
Total $432,830 $367,196

1.Employee benefit liabilities reserve is detailed as follows:

Items December 31, 2018 December 31, 2017

Recognized in the balance sheet:

-Employee benefit liabilities reserve $193,305 $238,258
-Reserve for guarantee liability 63,573 54,058
Total $256,878 $292,316

1.Reserve for employee benefit liabilities:

(1) Determined appropriation plan
A. The pension system under the “Labor Pension Act” is the determined pension plan management by the
government that required regular contribution. An appropriation of funds at 6% of the monthly salary of
each employee shall be made to the personal special account of the employee at the Bureau of Labor.
B. The Company had recognized $20,074and $17,960 thousand of pension expenses for the years ended
December 31, 2018 and 2017, respectively.
(2) Defined benefit plan

A. The Company’s pension systemunder the "Labor Standards Act" of the R.O.C. is a defined benefit
pension plan.Pension payment is calculated in accordance with the years of service and the average
salary six months prior to the authorized retirement date. The Company has contributed to the employee
pension fund at 8% of the monthly based on the total salaries to Labor Pension Reserve Supervisory
Committee for deposit at the special account in the Company of Taiwan bearing the title of the
committee. If the balance of the special account before the end of the fiscal year is insufficient to settle
the payment for employees qualified for retirement in the next fiscal year, the company shall make up
the difference in lump sum by the end of March of the next fiscal year.

The special account has been commissioned to the Bureau of Labor Fund of the Ministry of Labor
Affairs for management. The Company contained in the financial statements exercises no influence on
the right of the bureau in its investment management strategy.

B.The amounts arising from the defined benefit obligation of the Company in the balance sheets were as

follows:
December 31
Items 2018 2017
Present value of defined benefit obligation $1,727,184 $1,641,222
Fair value of plan assets (1,533,879) (1,402,964)
Net defined benefit liabilities $193,305 $238,258
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Movements of the net defined benefit liabilities were as follows:

Items

Balance, beginning of year
Service cost
Current service cost
Interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts included in net interest expense)
Actuarial loss (gain) -
Changes in financial assumptions
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid from plan assets

Balance, end of year

Items

Balance, beginning of year
Service cost
Current service cost
Interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts included in net interest expense)
Actuarial loss (gain) -
Changes in financial assumptions
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid from plan assets

Balance, end of year

Year Ended December 31, 2018

Present value of

defined Fair value of Net defined benefit
benefit obligation plan assets liabilities
$1,641,222 $1,402,964 $238,258
$104,268 $— $104,268
22,977 20,695 2,282
$127,245 $20,695 $106,550
= $35,701 ($35,701)
16,398 = 16,398
45,164 = 45,164
$61,562 $35,701 $25,861
$— $141,414 ($141,414)
(102,845) (66,895) (35,950)
$1,727,184 $1,533,879 $193,305

Year Ended December 31, 2017

Present value of

Fair value of

Net defined benefit

defined R
benefit obligation plan assets liabilities

$1,587,507 $1,288,453 $299.,054
$106,063 $— $106,063
23,813 20,680 3,133
$129,876 $20,680 $109,196
$— ($8,075) $8,075

16,383 = 16,883
6,993 = 6,993
$23,876 ($8,075) $31,951
$— $150,449 ($150,449)
(100,037) (48,543) (51,494)
$1,641,222 $1,402,964 $238,258

C. Through the defined benefit plans under the Labor Standards Law, the Company is exposed to the following

risks:

a. Investment risk: The pension funds are invested in equity and debt securities, bank deposits, etc. The
investment is conducted at the discretion of the government’s designated authorities or under the mandated

management.

However, under the Labor Standards Law, the rate of return on assets shall not be less than the average
interest rate on a two-year time deposit published by the local banks and the government is responsible for any
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shortfall in the event that the rate of return is less than the required rate of return.

b. Interest risk: A decrease in the government bond interest rate will increase the present value of the defined
benefit obligation; however, this will be partially offset by an increase in the return on the debt investments of
the plan assets.

c. Salary risk: The present value of the defined benefit obligation is calculated by reference to the future salaries
of plan participants. As such, an increase in the salary of the plan participants will increase the present value
of the defined benefit obligation.

D. The actuarial valuations of the present value of the defined benefit obligation were carried out by qualified
actuaries. The principal assumptions of the actuarial valuation were as follows:

Measurement Date

Items
Decembe 31, 2018 Decembe 31, 2017
Discount rate 1.30% 1.40%
Future salary increase rate 2.00% 2.00%
The weighted average duration of the defined benefit
11 years 12 years

obligation

a. The assumption of future mortality is based on the improved annual life table estimate.

b.If possible reasonable change in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant,the present value of the defined benefit obligation would increase (decrease)
as follows:

December 31

Items 2018 2017
Discount Rate
0.25% higher ($40,594) ($41,774)
0.25% lower $41,953 $43,245

Expected rates of salary increase
1% higher $176,535 $182,443
1% lower ($157,763) ($161,943)

The sensitivity analysis presented above may not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptions would occur in isolation of one another as
some of the assumptions may be correlated.

E. The Company expects to make contributions of $141,414 thousand to the defined benefit plans for the year
ended December 31, 2019.

(3) Employees preferential deposit plan

A. Please refer to Note 4.16 for the company pays the retired employees preferential deposit obligation, which is
according to internal regulations.

B. The amounts arising from the defined benefit obligation of the Company in the balance sheets were as follows:

December 31

Items 2018 2017
Present value of defined benefit obligation $63,573 $54,058
Fair value of plan assets = =
Net defined benefit liabilities $63,573 $54,058
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Movements of the net defined benefit liabilities were as follows:

Items

Balance, beginning of year
Service cost
Current service cost
Expense difference
Interest expense (income)
Recognized in profit or loss
Remeasurement
Retum on plan assets (excluding amounts included in net interest expense)
Actuarial loss (gain) -

Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid from plan assets

Balance, end of year

Items

Balance, beginning of year
Service cost
Current service cost
Expense difference
Interest expense (income)

Recognized in profit or loss Remeasurement

Return on plan assets (excluding amounts included in net
interest expense)

Actuarial loss (gain) -
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid from plan assets

Balance, end of year

Year Ended December 31, 2018

Present value of

defined Fair value of Net df:ﬁr}evd'beneﬁt
benefit obligation plan assets liabilities

$54,058 $— $54,058
$— $— §—
19,805 = 19,805
1,822 = 1,822
$21,627 $— 521,627
$— $— §—
6,475 = 6,475
D $— $6,475
$— $— §—

(o) — (18,587)
863,573 $— $63,573

Year Ended December 31, 2017

Present value of

dleffimedl Fair value of Net d?ﬁr}e.d.beneﬁt
benefit obligation plan assets liabilities
$50,281 $— $50.281
$— $— §—
18,079 = 18,079
1,682 = 1,682
$19,761 $— $19.761
$— W= $—
1,037 1,037
81,037 $— $1,037
$— W= §—
(17,021) = (17,021)
$54,058 $— $54,058




12016

Financialilni

C. The actuarial valuations of the present value of the defined benefit obligation were carried out by qualified
actuaries. The principal assumptions of the actuarial valuation were as follows:

Measurement Date

Items
Decembe 31, 2018 Decembe 31, 2017
Discount rate 4.00% 4.00%
Return on deposited fund 2.00% 2.00%
Preferential deposit probability of future cancellation 50.00% 50.00%
The weighted average duration of the defined benefit 5785 110 s

obligation

a. The assumption of future mortality is based on the improved annual life table estimate.

b. If possible reasonable change in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation would increase
(decrease) as follows:

December 31
Items 2018 2017
Discount Rate
1% higher ($4,024) (83,362)
1% lower $4,609 $3,849

The sensitivity analysis presented above may not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptions would occur in isolation of one another as
some of the assumptions may be correlated.

D.The Company expects to make contributions of $18,587 thousand to the employees preferential deposit plan for
the year ended December 31, 2019.

2.Changes in reserve for guarantee liabilities:

For the ended December 31

Items 2018 2017
Balance at beginning of period $57,713 $60,300
Effect of retrospective application of IFRS 9 16,026 =
Provisions (reversal) (5,356) (2,587)
Balance at end of period $68,383 $57,713

3.The changes in the preparation of financing commitments are as follows

For the year ended
Items December 31,2018
Balance at beginning of period $—
Effect of retrospective application of IFRS 9 65,250
Reclassified (31,240)
Provisions (reversal) 12,753
Difference in exchange rate 809
Balance at end of period $47,572
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4.Changes in reserve for others liabilities:

For the year ended

Items December 31,2018
Balance at beginning of period $—
Reclassified 31,240
Provisions (reversal) 9,816
Difference in exchange rate =
Balance at end of period $41,056

6.21 Other Liabilities

Items December 31, 2018 December 31, 2017
Guarantee deposits received $33,173 $35,149
Advance receipts 65,456 59,545
Temporary receipts and suspense accounts 4,397 4,091
Other 34 32
Total $103,060 $98,817
6.22 Equity

1. Common stock

The number of outstanding shares of common stock issued by the Company and the amount were as

below:
For the year ended December 31, 2018
Quantity of shares (1,000 shares) Amount
January 1 1,003,224 $10,032,238
Capital increase by retained earning 20,064 200,645
Capital surplus transferred 17,055 170,548
December 31 1,040,343 $10,403,431

For the year ended December 31, 2017

Quantity of shares (1,000 shares) Amount
January 1 823,224 $8,232,238
Capital increase by cash 180,000 1,800,000
December 31 1,003,224 $10,032,238

As of December 31, 2018 and 2017, the Company's authorized capital were $15,000,000 thousand, while
the issued capital were $10,403,431 thousand, and $10,032,238 thousand respectively, representing 1,040,343
thousand Common shares and 1,003,224 thousand. Common shares with par value at $10 per share.
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The company's shareholders' meeting passed the resolution of the year 2017 capital surplus distribution
on June 20, 2018, and the shareholder's dividend was transferred to the capital increase of $200,645 thousand
and the capital reserve $170,548 thousand. The above-mentioned was approved by the FSC on August 13,
2018, issuing a total of 37,119 shares of common stock, with a denomination of $10 per share, accounting for
$371,193 thousand and setting September 11, 2018 as the capital increase and ex-dividend and ex-dividend
benchmark date.

2. Capital surplus

Items December 31, 2018 December 31, 2017
Additional paid-in Capital $1,487,096 $1,657,644
Donated assets 61 61
Total $1,487,157 $1,657,705

The Company Act provides that capital surplus arising from issuance of new shares at a premium and
donation may be used to offset accumulated loss.

Where a company incurs no loss, it may, distribute its capital surplus by issuing new shares which shall
be distributable as dividend shares to its original shareholders in proportion to the number of shares being
held by each of them or by cash. The Securities and Exchange Act also prescribes that the total amount of
capital surplus capitalized for issuance of new shares shall not exceed 10% of the total issued capital per
year.

A company shall not use the capital surplus to recover its capital loss, unless the capital surplus is
insufficient to recover such loss.

3.Retained Earnings and Dividends Policy

(1) According to the earnings distribution policy of the Articles of Incorporation, the current year's earnings,
if any, shall first to pay all taxes and offset prior year’s operating loss, and 30% of the remaining
amount should then be set aside as legal reserve. A provision for or reversal of the special reserve shall
be determined in accordance with provisions under the applicable laws and regulations and according
to actual business requirements. The Board must prepare a proposal for distribution of earnings for
presentation to the shareholders’ meeting for resolution of distribution of dividends for sharcholders. For
the employee and directors' compensation distribution policy as stipulated in the Articles of Association of
the Company, please refer to Note 6.32 Employee Benefit Expense.

The board of directors may, depending on future business requirements and profitability, retain all
or part of earnings. Distribution of dividends to shareholders may be determined according to current
earnings and business development requirements with the board of directors proposing to the shareholders'
meeting to make adjustments to the percentage of earnings to be distributed as cash dividends and stock
dividends, to the extent that cash dividends shall be no less than 5% of stock dividends distributed in the
current year.

(2)Legal reserve

A company shall set aside a legal reserve until its balance equals the amount of total issued capital.
Legal reserve may be used to offset loss. Amendments to the Company Act announced on January 4,
2012 provide that the portion of the legal reserve exceeding 25% of paid-in capital may be capitalized or
distributed by cash. On the other hand, the Banking Law provides that prior to the balance of legal reserve
reaching total paid-in capital, the maximum amount distributed by cash shall not exceed 15% of total paid-
in capital.

129



Information

(3)Special reserves

Items December 31, 2018 December 31, 2017
Reserve for employee transferance and reassignment $5,230 $3,103
Debit under other equity = 43,934
Total $5,230 $47,037

Provision and reversal of special reserve set aside in accordance with Gin-Guan-Zheng-Fa letter No.
1010012865, No.1010047490 and No.1030006415 of FSC and "Application of International Financial
Reporting Standards (IFRSs) to raise doubts about the application of special surplus reserves".

According to the Gin-Guan-In-Fa letter No. 10510001510 on May 25, 2016, the public issuing bank
shall provide a special surplus in the range of 0.5% to 1% of the net profit after tax in the distribution of the
fiscal year 2016-2018. Since the fiscal year 2017, the same amount of employee turnover or resettlement
expenses arising from the development of financial technology has been reversed from the scope of the
special surplus reserve.

(4) Appropriation of earnings for 2017 and 2016 resolved by the shareholders’meeting in June 2018 and 2017,
respectively and earnings per share:

Earnings Appropriation EPS (8)
Items
2017 2016 2017 2016
Recognized the legal reserve $127,581 $186,211
Recognized (Reverse) the special reserve (41,807) 47,037
Common shares cash dividend 130,419 387,244 0.13 0.386
Common shares stock dividend 200,645 = 0.20 =
Total $416,838 $620,492

The board of directors proposed to distribute capital surplus amounting to $170,548 thousand in shares to
shareholders (0.17 per share) in 2018.

The board of directors proposed to distribute capital surplus amounting to $214,690 thousand in shares to
shareholders (0.214 per share) in 2017.

(5) The appropriation of 2018 earnings had been proposed by the board of directors on March 21, 2019. Details
were summarized below:

Items Amount Dividends Per Share
Legal reserve $120,795
Special reserve 2,013
Common shares cash dividend 114,438 0.110
Common shares stock dividend 161,253 0.155
Total $398,499

In addition, the board of directors of the company proposed to issue shares to shareholders at a capital
reserve of 244,481 thousand. (0.235 per share)

The retained earnings and capital surplus distribution of 2018 is subject to the resolution of the
shareholders' meeting held in June 2019.

(6) Information on the earnings appropriation proposed by the Company’s

Board of Directors and approved by the Company’s shareholders is available on the Market Observation
Post System website of the Taiwan Stock Exchange.
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6.23 Net interest income

For the year ended December 31

Items 2018 2017
Interest income
Interest from bills discounted and loans $3,904,958 $3,585,945
Interest from deposits and call loans from other banks 39,199 33,038
Interest from securities investment 964,420 736,092
Credit card revolving interest income 1,305 1,205
Other interest income 51,645 32,407
Subtotal $4,961,527 $4,388,687
Interest expense
Interest expenses from deposits $1,855,994 $1,544,090
Interest expenses from interbank overdraft and call loans 205,987 187,651
Interest expenses on financial bonds 100,903 78,897
Other interest expenses 167,010 43,540
Subtotal $2,329,894 $1,854,178
Net interest income $2,631,633 $2,534,509

Interest accrued on impaired financial assets for the year ended December 31, 2018 and 2017 was $23,244

thousand and $9,647 thousand, respectively.

6.24 Commission and fee revenues, net

For the year ended December 31

Items 2018 2017
Service fee revenue
Service fee revenue - trust business $152,337 $151,190
Service fee revenue - guarantees 39,036 36,245
Service fee revenue - foreign exchange 21,997 21,153
Service fee revenue - loans 101,379 94,791
Credit card service fee revenue 9,094 9,354
Agency fee revenue 203,720 176,875
Deposit and remittance service fee revenue and other service fee revenue 27,215 22,096
Subtotal $554,778 $511,704
Service fee expense
Service fee expense - foreign exchange $9,576 $8,564
Deposit and remittance service fee expense and other service fee expenses 41,532 45,414
Subtotal $51,108 $53,978
Net service fee revenue $503,670 $457,726

The Company provide custodian, trust, investment management and consulting services to third parties,
which involve the planning, management and decision-making in determining the use of financial instruments.
Assets managed under a trust fund or in an investment portfolio are separately presented in separate accounts
and financial statements and are not included in the Company's financial statements.
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6.25 Gains (losses) on financial assets and liabilities at fair value through profit or loss

For the year ended December 31

Items 2018 2017
Gain and loss from disposal of financial assets and liabilities at fair value through profit or loss
Interest income $5,228 $10,823
Stock dividends 418 560
Gain (loss) on disposal —non-derivative instruments 2,789 18,226
Gain (loss) on disposal —derivative instruments 404,246 40,622
Subtotal $412,681 $70,231
Valuation gains and losses on financial assets and liabilities at fair value through profit or loss
Non-derivative instruments ($9,564) $7,347
Derivative instruments (210,433) 41,024
Subtotal ($219,997) $48,371
Total $192,684 $118,602
6.26 Realized gains (losses) on available-for-sale financial assets - 2017
Ttems For the year ended
Dec. 31, 2017
Stock dividend $409
Gain on disposal
Bond $31,210
Equity funds 49,462
Subtotal $80,672
Loss on disposal
Bond $9,332
Equity funds 2,250
Subtotal $11,582
Total $69,499
6.27 Realized gains (losses) on financial assets at fair value through other comprehensive income - 2018
Items For the year ended
Dec. 31,2018
Dividend of preferred stocks $86,238
Gains of disposing bonds 136,075
Losses of disposing bonds (8,629)
Total $213,684
6.28 Foreign exchange gains (losses)
For the year ended December 31
Items 2018 2017
Foreign exchange gains (losses) - sight $46,248 $34,218
Foreign exchange gains (losses) - FX conversion, forwards (101,990) (20,090)
Total ($55,742) $14,128
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6.29 Gains on reversal of asset impairment loss

For the year ended December 31

Items 2018 2017
Investments in debt instruments at FVTOCI ($3,664) W=
Financial assets at amortized cost (1,654) -
Total ($5,318) $—

6.30 Net gains (losses) on financial assets carried at cost - 2017
Items For the year ended
Dec. 31, 2017

Dividends $52,616
Remuneration to directors 1,100
Total $53,716

6.31 Other miscellaneous income (loss)

For the year ended December 31

Items 2018 2017
Rental revenues $9,928 $9,962
Overdue payables 1,257 4,689
Others 7,824 22,281
Total $19,009 $36,932

6.32 Employee benefit expense
For the year ended December 31

Items 2018 2017
Wages and salaries $1,221,967 $1,160,984
Labor and health insurance fees 96,506 96,712
Pensions costs 148,251 146,917
Remuneration to directors 15,343 16,189
Other employee benefits 13,887 13,535
Total $1,495,954 $1,434,337

(1) Salary adjustment situation of 2018:

A. In order to implement the care of employees, the company still takes care of its colleagues in facing a strict
operating environment. Since April 1, 2018, it has applied for a structural increase of 1% salary to encourage

morale.

B. According to the employee's year-end assessment of 2017, the promotion will be upgraded by about 2.57%.

(2) The Company appropriated the EBIT before the deduction of remuneration to employees and directors at 5%
and no more than 1.25 % as remuneration to employees and directors, respectively.

If there is a change in this amount after the announcement of the financial report, the difference will be
treated as change in accounting estimate and adjusted in the next period.
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(3) Remuneration of employees and directors for 2018 and 2017 resolved by the Directors' meeting in March 21,
2019 and March 22, 2018 , respectively were as follows :

2018

2017

Items

Remuneration

to employees

Remuneration
to Directors

Remuneration
to directors

Remuneratio
to employees

Resolved amount for distribution

Recognized amount in annual report

Difference

$21,844 5,461 24,778 6,195
20,940 5,235 25,071 6,268
$904 $226 ($293) ($73)

A. The differences between the estimates determined by the Board and the amounts presented in the financial
statements for 2018 and 2017 are mainly from estimation and have been recognized as income or loss in

2019 and 2018.

B. The aforementioned remuneration to employees will be released in cash.

(4) For information on the resolution of the Board on the issues of remuneration to employees and Directors,

visit the “MOPS” website of Taiwan Stock Exchange Corporation.

6.33 Depreciation and amortization expense

For the year ended December 31

Items 2018 2017
Depreciation expense- property and equipment $70,604 $67,319
Amortisation expense- intangible assets and other assets 34,868 30,842
Total $105,472 $98,161

6.34 Other general and administrative expense

For the year ended December 31

Items 2018 2017
Taxes and dues $210,069 $207,481
Rental expense 134,433 127,971
Insurance expenses 74,149 72,478
Professional service fees 73,151 71,127
Repair expense 36,200 28,037
Utility expense 17,753 19,977
Consumables 23,576 21,524
Public relation expense 17,113 16,275
Postage & handling 14,078 13,888
Other 91,563 92,110
Total $692,085 $670,868
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6.35 Income Tax

(1) Components of income tax expense:
A. Income tax expense (benefit) recognized as income:

For the year ended December 31

Item 2018 2017
Current income tax
Current tax expense 26,582 $62,304
10% Surtax on undistributed retained earnings 820 21
Adjustments for prior years' tax adjustments (152) 22
Subtotal $27,250 $62,347
Deferred tax expense
Origination and reversal of temporary differences $13,931 ($16,027)
Effect of tax rate changes (32,652) =
Subtotal ($18,721) ($16,027)
Income tax expense (benefit) $8,529 $46,320
The Company's income tax rate was adjusted from 17% to 20% starting from 2018.
In addition, the tax rate applicable to unappropriated earnings was reduced from 10% to 5%.
B. Income tax benefit (expense) related to other comprehensive income:
For the year ended December 31
Item 2018 2017
Difference from conversion of financial statement of foreign
operations
Tax rate changes $7 $—
Current period (19) 76
Reassessment of defined benefit plan
Tax rate changes 5,292 =
Current period 6,467 5,608
Subtotal $11,747 $5,684

(2) Differences between pre-tax income and taxable income are reconciled as follows:

The pre-tax income multiplied by the statutory tax rate and income tax expense were reconciled as

follows:
For the year ended December 31
Item 2018 2017
Pre-tax income $488,132 $498,736
Income tax from pre-tax income calculated at a statutory rate $97,626 $84,785
Adjustments:
Effects of income tax exemption (131,416) (90,439)
Effects of other tax adjustments
Excessive provision for bad debt expense (71,628) 75,287
Unrealized (realized) pension expenses (13,555) (15,301)
Gain( Loss) on valuation 43,999 (8,194)
Unfulfilled financing commitments and letter of credit preparation 4,514 —
Others (923) (315)
Loss in current period for deduction of income tax in subsequent periods 71,953 (38,461)
Differences in general tax amounts and basic tax amounts 26,012 54,942
10% Surtax on undistributed retained earnings 820 21
Income tax adjustment for prior period (152) 22
Net changes in deferred tax assets (18,721) (16,027)
Income tax expense (benefit) $8,529 $46,320
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(3) Unrecognized deferred income tax assets
As of December 31, 2018 and 2017, the balance of unrecognized deferred income tax assets was nil as of
the respective balance sheets dates.
(4)The corporate income tax of the Company has been approved by the taxation authorities until 2016.
(5)Deferred tax assets (liabilities) changes

2018:
Ttems g:;ﬁﬁ?nagt Rge;?lfalozssi;)n Rgccc:)lg?éﬁttegzc))n Balance at end
(note 1)
Net defined benefit liability $49,694 ($10,077) $11,759 $51,376
Overrun of allowance for bad debts 128,617 (76,730) = 51,887
Deferred guarantee liability 4,876 2,456 = 7,332
Preparation of financing commitments = 4,217 = 4,217
Reserve for others liabilities = 8,110 = 8,110
Unused loss carryforwards 37,113 62,407 = 99,520
Other (5,282) 41,731 (12) 36,437
Total $215,018 $32,114 $11,747 $258,879

(Note 1): Including the retroactive application of IFRS 9, with the impacts of 13,393 thousand, the impact of tax rate changes of 32,652
thousand , and the current period decrease of (13,931) thousand.

(Note 2): Including the impact of tax rate changes of 5,299 thousand and an increase of 6,448 thousand in the current period.

2017:
Blweest  Teeomisdon  Reomid e
Net defined benefit liability $59,387 ($15,301) $5,608 $49,694
Overrun of allowance for bad debts 51,523 77,094 = 128,617
Deferred guarantee liability 5,312 (436) — 4,876
Unused loss carryforwards 75,574 (38,461) = 37,113
Other 1,511 (6,869) 76 (5,282)
Total $193,307 $16,027 $5,684 $215,018

6.36 Other comprehensive income, net of tax

For the year ended December 31, 2018

iz From current Income tax benefit .
] Earnings
period (expense)

Items that will not be reclassified subsequently to profit or loss

Unrealized gains on investments in equity instruments at FVOCI ($45,834) = ($45,834)
Reassessment of defined benefit plan ($32,336) $11,759 ($20,577)

Items could be reclassified as income in the future:

lefergnce from conversion of financial statement of foreign 95 (12) 33

operations

Gain on debt instruments at FVTOCI (195,904) = (195,904)

(Impairment losses) and reversal gains on debt instruments at FVOCI 3,656 = 3,656
Recognized in other comprehensive income ($270,323) $11,747 ($258,576)
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For the year ended December 31, 2017

From current Income tax benefit

period (expense) Eanues
Items that will not be reclassified subsequemtly to profit or loss
Reassessment of defined benefit plan ($32,988) $5,608 ($27,380)
Items could be reclassified as income in the future:
Difference from conversion of financial statement of foreign operations (445) 76 (369)
Unrealized reappraisal loss of financial assets available -for-sale 99,407 = 99,407
Recognized in other comprehensive income $65,974 $5,684 $71,658

6.37 Basic earnings per share

For the year ended December 31

Item 2018 2017
Earnings in the current period(A) $479,603 $452,416
gféggt:}(]i;g:)rage of outstanding shares in the current period 1,040,343 963,772
Adjusted weighted-average shares (1,000 shares) (B) 1,040,343 999,432
Basic EPS (A)/(B) (NTD) $0.46 $0.45

7. RELATED PARTY TRANSACTIONS

7.1Name and Relationship of Related Parties with the Company

Name of Related Party

Relationship with the Company

Kaohsiung City Government

Kaohsiung Rapid Transit Corporation

Others

7.2 Significant transactions with related parties
(1) Credit

Name of Related Party

A major shareholder of the Company
Related party in substance

Directors, supervisors and managerial officers and their
relatives and related parties in substance

Dcember 31, 2018 December 31, 2017

Kaohsiung City Government

Others

Name of Related Party

$22,464,937 $23,249,691
103,057 90,897

For the year ended December 31, 2018

Interest & service fee income Interest Rate Range

Kaohsiung City Government
Others

Name of Related Party

$127,393 0.525%-2.095%
1,593 1.245%-2.610%

For the year ended December 31, 2017

Interest & service fee income Interest Rate Range

Kaohsiung City Government
Others

$129,191 0.445%-2.095%
1,467 1.245%-2.650%

For the year ended December 31, 2018 and 2017, interest rates charged for credit extended to related parties
are shown above by the type and purpose of loan and the interest rate range for credit extended to non-related
parties (other than those under debt negotiation) was 0.562%-8.00% and 0.533%-10.00%, respectively.
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(2) Deposit

Name of Related Party

Financiall

Dcember 31, 2018

December 31, 2017

Kaohsiung City Government
Kaohsiung Rapid Transit Corporation

Others

Name of Related Party

$11,511,365

337,278

550,997

$11,910,382
328,645

538,274

For the year ended December 31, 2018

Interest expense

Interest Rate Range

Kaohsiung City Government
Kaohsiung Rapid Transit Corporation

Others

Name of Related Party

$25,929
2,319

7,567

0.05%-1.45%

0.05%-1.06%

0%-13%

For the year ended December 31, 2017

Interest expense

Interest Rate Range

Kaohsiung City Government
Kaohsiung Rapid Transit Corporation

Others

$25,121
2,154

7,016

0%-1.45%

0.05%-1.06%

0%-13%

a.The interest rate range for the above related-party deposit accounts is shown up by the nature of the
deposit. The interest rate range for non-related party deposits was 0%-13%.

b.The highest deposit rate offered to employees of the Company (not related parties) was 13%. Deposit rate
offered to other related parties may vary depending on the nature of the deposits with the highest rate
offered equivalent to that offered to bank employees.

(3) Lease

a.The Company leases the following from the Kaohsiung City Government:

2018:

Leased Property Lease Term Payment Method Rental Expense

Dormitory of Hsiao Kang Branch 2016.1. 1-2018.12.31 Half-yearly payment $204
Dormitory of Wan Nei Branch 2016.1. 1-2018.12.31 Half-yearly payment 1,039
Dormitory of Shih Fu Branch 2016.1. 1-2018.12.31 Half-yearly payment 270
Dormitory of Tso Ying Branch 2018.1. 1-2022.12.31 Half-yearly payment 627
Dormitory of Kwei Lin Branch 2017.1. 1-2019.12.31 Half-yearly payment 519
Dormitory of Gangshan Benjhou Branch 2017.9. 1-2022. 8.31 Half-yearly payment 405
Total $3,064

12015
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2017:

Leased Property Lease Term Payment Method Rental Expense

Dormitory of Hsiao Kang Branch 2016.1. 1-2018.12.31 Half-yearly payment $206
Dormitory of Yen Cheng Mini Branch 2017.1. 1-2017. 6.30 Half-yearly payment 370
Dormitory of Wan Nei Branch 2016.1. 1-2018.12.31 Half-yearly payment 1,049
Dormitory of Shih Fu Branch 2016.1. 1-2018.12.31 Half-yearly payment 231
Dormitory of Tso Ying Branch 2015.1. 1-2017.12.31 Half-yearly payment 607
Dormitory of Kwei Lin Branch 2017.1. 1-2019.12.31 Half-yearly payment 506
Dormitory of Gangshan Benjhou Branch 2017.9. 1-2022. 8.31 Half-yearly payment 405
Total $3,374

Type of lease: operating lease.
The above rents are determined in accordance with current land value and the current taxable value of the

building.
(4) Information on transactions with related parties who are the borrower, guarantor or provider of collateral:
A. Loans
December 31, 2018: Unit: NT$ Thousand
v b Default Status Whether terms and
umber o . . conditions of the related
Type accounts or g;%;lne:é E;?;:;i Normal Overdue Collateral party transactions are
name of related loans accounts different from those of
arms length transactions
Employee consumer loan 8 13,784 12,146 12,146 = real estate,credit No
Residential mortgage 12 83,746 67,301 67,301 — real estate No
Other loans Chou OO 1,716 1,610 1,610 — real estate No
Other loans DaiOO 3,000 3,000 3,000 — real estate No
Other loans Chen OO 10,000 10,000 10,000 — real estate No
Other loans Hsu OO 9,000 9,000 9,000 — real estate No
Other loans Sung OO 3,000 — — — real estate No
December 31, 2017: Unit: NT$ Thousand
Number of Default Status Wh@ther terms and
accounts or Highest Closing conditions ofthe related
Type Normal Overdue Collateral party transactions are
name of Balance balance diff
loans accounts ifferent from those of
related party arms length transactions
Employee consumer loan 8 14,648 13,599 13,599 = Teal . No
estate,credit
Residential mortgage 12 77,854 69,462 69,462 = real estate No
Other loans Chou OO 1,923 1,716 1,716 — real estate No
Other loans Hsu OO 120 120 120 — NCD No
Other loans DaiOO 3,000 3,000 3,000 — real estate No
Other loans Ko OO 3,500 — — — real estate No
Other loans Sung OO 4,500 3,000 3,000 - real estate No

Explanation 1: The balances of employee consumer loans and residential mortgages may be disclosed in one lump sum. The balance of loans to
other related parties shall be disclosed separately according to the name of each related party.

Explanation 2: Collaterals include real estate, short-term bills, government bonds, secured corporate bonds, unsecured corporate bonds, exchange,
or OTC-listed stocks, unlisted stocks and other properties.

And provide details for other properties.

Explanation 3: As of December 31, 2018 and 2017, allowance for doubtful accounts provided for loans to related parties amounted to $74 thousand
and $59 thousand, respectively. For the years ended December 31, 2018 and 2017, impairment loss(reversal of impairment) in
relation to loans to related parties amounted to $15 thousand and $13 thousand, respectively.

(2) Guarantee: None
(3) Derivatives: None.
(4) Disposal of non-performing loans: None..
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5.Remuneration to key managerial officers

For the year ended December 31

Items 2018 2017
Salaries and other short-term employee benefits $38,874 $38,471
Post-employment benefits 2,042 1,957
Other long-term employee benefits — —
Termination benefits = =
Share-based payment = =
Total $40,916 $40,428
8. PLEDGED ASSETS
Items December 31, 2018 December 31, 2017
Finacial instruments at fair value through profit or loss
Government bond (par value) $60,000 $60,000
Financial assets at fair value through other comprehensive income
Government bond (par value) 734,500 =
Foreign bond (par value) 2,711,046 =
Investments in debt instruments at amortized cost
Negotiable certificate of deposit 4,400,000 =
Government bond (par value) 3,881,100 =
Foreign bond (par value) 8,766,335 =
Financial assets available for sales
Foreign bond (par value) = 6,000,000
Government bond (par value) = 1,060,200
Foreign bond (par value) = 5,523,344
Other assets
Margin for R/P bonds = 37,159
Total $20,552,981 $12,680,703

, FY2018

The above pledged assets were placed with the court as the guarantee deposit for executing provisional seizure
on borrowers' assets or used as the guarantee deposit for credit card payment, gross settlement as compensation
reserve (Trust Department), as the collateral of securities issuer and for real-time mechanism implemented by
the Central Bank for the Interbank Funds Bank Transfer System. The Company provides negotiable certificates
of deposit as the day guarantee for overdrafts and as such, the guarantee amount may be changed at any time and
unused credit may still be used as liquid reserve.

9.SIGNIFICANT OR COMTINGENT LIABILITIES AND COMMITMENTS
As of December 31, 2018 and 2017, the Company had the following commitments:

Items December 31, 2018 December 31, 2017
Securities sold with to repurchase agreement $10,498,949 $5,391,971
Securities purchased with to resell agreement 5,244,697 9,227,219
Loan yet to be appropriated by the borrower (Note) 53,455,146 56,407,458
Credit line facility yet to be utilized by the credit card holder 8,460 7,015
Irrevocable credit card credit commitment 1,094,342 =
Standby letter of credit yet to be utilized by the client 1,398,102 1,341,757
Guarantees 3,491,115 2,903,025
Amounts collected on behalf of customers 9,985,895 10,485,411
Agency loans payable 3,065,176 3,506,992
Agency sale of traveller’ s checks 36,406 32,080
Trust assets 23,969,715 20,938,128
Marketable securities held under custody 30,471,784 30,625,697

Note: Including those belonging to non-cancellable loan commitments, cancellable loan commitments (unconditionally cancellable) and
cancellable loan commitments (conditionally cancellable)
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10. SIGNIFICANT DISASTER LOSS: NONE.
11. SIGNIFICANT SUBSEQUENT EVENT: NONE.

12. OTHERS

12.1 Details and amounts of trust businesses conducted in accordance with regulations governing trust enterprises

Balance sheets of Trust Account

December 31, 2018

December 31, 2017

Trust Assets
Bank deposit
Financial Assets
Stock
Investment in funds
Real Estate
Total

$462,700 $497,151
16,091 17,120
19,178,889 17,840,330
4,312,035 2,583,527
$23,969,715 $20,938,128

Balance sheets of Trust Account

Trust Liabilities December 31, 2018 December 31, 2017
Medium and long - term loans $1,313,342 $572,138
Trust capital 22,647,907 20,364,355
Retained earnings 8,466 1,635
Total $23,969,715 $20,938,128
Property list of Trust Account
Property Items December 31, 2018 December 31, 2017
Bank deposit $462,700 $497,151
Stocks 16,091 17,120
Investment in funds 19,178,889 17,840,330
Real estate 4,312,035 2,583,527
Total $23,969,715 $20,938,128
Income Statement of Trust Account
For the year ended December 31
Property Items 2018 2017
Trust Revenue
Interest income $4,042 $4,968
Investment income 602 920
Total trust revenue $4,644 $5,888
Trust Expense
Administrative expense $2,139 $4,336
Taxes 316 354
Other expenses 28 26
Total trust expense $2,483 $4,716
Net income (loss) before income tax $2,161 $1,172
Income tax — —
Net income (loss) $2,161 $1,172

Note: The above gains or losses from the trust account belonged to the trustor and not recognized by the Company.
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12.2 Where the Company is a subsidiary of a financial holding company, apportionment of revenue, cost, expenses
and profit or loss arising from business and transaction activities, joint business promotion activities, sharing of
information or sharing of business facility or premise between the Company and the financial holding company
and other subsidiaries: the Company is not a subsidiary of a financial holding company.

12.3 Financial instruments

1.Information on fair value —Not at fair value

(1)Except for the following significant differences between the carrying amount and the fair value, the
carrying amount of financial instruments that are not measured at fair value is an approximation of fair

value.
December 31, 2018
Items Book value Fair value
Financial assets
Financial assets at amortized cost 41,341,955 41,314,634
December 31, 2017: None.
(2) Information on fair value
December 31, 2018
Items AMOUNT Level 1 Level 2 Level 3
Financial assets
Financial asset at amortized cost 41,314,634 9,859,999 31,454,635 =
December 31, 2017: None.
2. Information on fair value - financial assets at measurement of repetitive fair value
(1) Information on the classes of fair value
December 31, 2018
Quotation of Other major Major
Items Total _the same asset observable input unobservable
in active market value input value
(Class I) (Class II) (Class I1I)
Measurement of repetitive fair value
Non-derivative assets and liabilities
Asset
Financial assets at fair value through profit and loss
Fund investment $37,220 $37,220 $ = $ =
Bond investment 313,401 65,640 247,761 =
Total $350,621 $102,860 $247,761 $ —
Financial assets at fair value through other comprehensive income
Equity investment $1,429.429 $255,618 $ = $1,173,811
Bond investment 16,936,914 4,234,170 12,702,744 =
Total $18,366,343 $4,489,788 $12,702,744 $1,173,811
Derivative financial assets and liabilities
Asset
Financial assets at fair value through profit and loss 33,769 = 33,769 —
Liabilities
Financial liabilities at fair value through profit and loss 199,806 — 199,806 —
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December 31, 2017
Quotation of Other major Major
Items Total the same asset observable input unobservable
in active market value input value
(Class I) (Class II) (Class III)
Measurement of repetitive fair value
Non-derivative assets and liabilities
Asset
Financial assets at fair value through profit and loss
Stock investment $13,606 $13,606 $— $—
Fund investment 39,673 39,673 = =
Bond investment 259,696 68,065 191,631 =
Bill investment 918,690 = 918,690 =
Total $1,231,665 $121,344 $1,110,321 $—
Available-for-sale financial assets
Equity investment $171,533 $171,533 $— $—
Bond investment 28,639,554 14,545,620 14,093,934 =
Other 25,030,195 = 25,030,195 =
Total $53,841,282 $14,717,153 $39,124,129 =
Derivative financial assets and liabilities
Asset
Financial assets at fair value through profit and loss 45,384 = 45,384 =
Liabilities
Financial liabilities at fair value through profit and loss 989 = 989 =

B. Definition of the three classes of fair value
Class I

The input value of this category of financial instruments in active market shall be the open quotation
of financial instruments of the same kind in active market. Active market as referred to are market featuring
the following conditions: the subject matters of trade are homogenous; the buyers and the sellers can buy
and sell at free will with information available to the public.

The Company invested in the stocks and beneficiary certificates listed in TWSE and GTSM are hot
items for investment in the bonds of the Central Government of Taiwan and derivatives with open quotation
in open market at fair value. They all are Class I assets.

Class II

The input value of this category of financial instruments includes the observable input value directly
(such as price) or indirectly (inference from price) obtained from active market further to the open quotation

and observable price in active market. The Company invested in foreign government bonds, corporate
bonds, bank debentures, convertible bonds, majority of the derivatives and the bank debentures issued by
the Company are Class II assets.

Class III

The input value of this category of financial instruments refers to the input parameters for measurement
of fair value and it is not based on the information available from market (unobservable input parameters,
such as: pricing model of options basing on historical volatility curve. But historical volatility cannot stand
for the overall participation in market and the projected value of market volatility in the future). Some of the
derivatives and equity instruments with no active market invested by the Company belonged to this class of
assets.
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C. Evaluation techniques and input values used to measure fair value

(A) Decision of fair value
If there is open quotation in the open market for the financial instruments, the open quotation in the
open market shall be the fair value. The market price announced by major exchanges and determined as
Bloomberg or Reuter are the foundation for fair value of quotation of equity instruments listed in TWSE
(GTSM) and debt instruments that have active market.If the open quotations from the exchanges, brokers,
underwriters or pricing service institutions can be accessible timely and regularly, and such quotations
can stand for the routine fair trade in market, such financial instruments have open quotation in the active
market. If the aforementioned conditions cannot be satisfied, the market is not active.
In general, a market with wide spread buying and selling, significant variation in the buying or selling
price or where trade volume is low will be an inactive market.
Further to the aforementioned financial instruments that have an active market, the fair value of all other
financial instruments shall be obtained from pricing techniques or quotations from counterparties. For
fair value obtained from pricing techniques, the fair value of financial instruments in similar nature and
features at present time, the cash flow discount method or other pricing techniques, including the model
for the calculation on the basis of the information from the market as of the balance sheet date (such as
the yield rate curve of GTSM and the Fixing Rate of page TAIBIR 02 by Taiwan Depository & Clearing
Corporation).
For financial instruments with no standardized estimation and are not so complicated, such as interest
rate swap, FX swap contract and options, the Company will adopt the pricing techniques extensively
used by market participants. The parameters commonly used in the pricing model of this type of financial
instruments are observable market information.
For the more complex financial instruments, the fair value is measured by the evaluation model
developed by the peers in the widely used evaluation methods and technologies. Such evaluation
models are typically used for derivatives, debt instruments that are not publicly quoted (including debt
instruments embedded in derivatives), or other debt instruments with low liquidity in the market. Some of
the parameters used in such evaluation models are not market observable information, and the Company
must make appropriate estimates based on assumptions.

(B) The evaluation methods of financial instruments are listed by category and attribute as follows:

A. NTD Central Government bonds: The hundred dollars price is calculated based on the interest rate of
the public debt market and theoretical interest rate announced by the counter trading center.

B. NTD corporate bonds and financial bonds: The Company calculates the appropriate yield and then
converts the hundred dollars price based on the corporate bond evaluation reference interest rate
announced by the counter trading center, in conjunction with the appropriate credit rating and the
remaining period.

C. NTD Convertible Corporate Bonds: The convertible (transfer) exchange of corporate bonds listed on
the counter trading center is based on the closing price of the evaluation date. Those who do not have
the closing price will be referred to the reference price of the company's debt trading (distribution) for
the company's bond trading.

D. Asset securitization goods: Use Bloomberg price information.

E. NTD short-term ticket: The future cash flow will be discounted in the appropriate period using the
Fixing Rate on the TAIBIR page 02 of the Taiwan Central Depository and Clearing House.

F. Foreign currency securities: The latest quotes available on the evaluation date by the instant information
system ( Bloomberg, British Thomson Reuters or other platforms). If there is no relevant quote or
evaluator above, the counterparty quote is used.

G. Listed counter stocks, subscription (sales) warrants, depositary receipts: the closing price announced
by the exchange or counter trading center.

H. Unlisted cabinet company stocks: The fair value measurement is mainly based on the relevant financial
information or the market price and parameters of the comparable listed company with similar
business attributes.
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I. Beneficiary certificate: the fair value of close-end funds is closing price of open market and the fair
value of open-end funds is net asset value of fund.

J. Derivative:

a. Call/ Put warrants and stock index futures: the fair value is open quotes for the active market.

b. Forwards contracts, currency swap, interest rate swap, cross currency swaps and margin trading:

Discounted future cash flow.

c. Options: Mainly evaluated by Black-Scholes, binomial tree Methodology and Monte Carlo model.

d. Part of derivatives use counterparty quotes.
K. Mixing tool : Calculated by open market quotes, trading broker quotes or evaluation models.

(C) Adjustment of credit risk evaluation :

The adjustment of the risk assessment of derivative contracts in OTC trade could be classified as Credit
Value Adjustments (CVA) and Debit Value Adjustments (DVA) so as to reflect the possible overdue
amounts of the counterparties or the Company, and the possibility of collection or payment of the
Company in whole at market value.
In consideration of the probability of default (PD) of the counterparties, multiplied by the loss given
default (LGD), and further multiplied by exposure at default (EAD) to get the CVA. To the contrast, the
Company will multiply the PD and the LGD and also the EAD of the Company to find out the DVA.
Most counterparties of the Company adopted 60% as the assumed LGD.
However, other assumptions of the LGD may be taken with consideration to the nature of the risks
involved and the data available.

D. Transfer between Class I and Class II assets
In the years ended December 31, 2018 and 2017, the Company did not have any transfer between class I assets
and liabilities and Class II assets and liabilities.

E. Changes in Class III:

No public offer
Items investments in
equity instruments
January 1, 2018 $—
Impact of retrospective application of IFRS 9 1,225,878
recognized in other comprehensive income (52,067)
December 31, 2018 $1,173,811

F. Measurement process for fair value classified as Class III:

The unlisted (cabinet) company stocks held by the Company in an inactive market are mainly based on the
market method to estimate the fair value.

The judgment is based on the same type of company evaluation, third party quotation, company net value and
operating status assessment. In addition, its significant unobservable inputs are mainly liquidity discounts, but
it is not intended to disclose quantitative information because the possible changes in liquidity discounts do not
lead to significant potential financial impacts.

G. Quantified information on value fair measured on the basis of major unobservable input value (Class I1I):None.

H. The sensitivity analysis of the fair value on assumption that could possibly and reasonable be substituted for
measurement of Class III fair value: Not applicable.

12.4 Financial risk management
(1) Overview

The primary objectives of the Company's risk management approach are to service customers whilst ensuring
that the related business targets are met, maintaining the overall risk appetite and ensuring compliance with
external regulatory requirements. Ultimately, the Company aims to achieve effective risk diversification,
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transfer and hedging whilst creating a three-way win situation for customers, shareholders and employees.
Major risks confronting the Company confronts include on- and off-balance-sheet credit risks, market risks
(including interest rate, exchange rate, beneficiary securities and product risks) and liquidity risks.

The Company has set written risk management policies or risk control procedures, which were reviewed and
adopted by the Board of Directors in order to effectively identify, measure, monitor and control credit, market
and liquidity risks.

(2) Risk management structure

The Risk Management Department of the Company manages risks in accordance with the risk management
policies approved by the Board of Directors. The Risk Management Department works closely with business
departments to identify, evaluate and hedge against the various financial risks.

The Board of Directors sets written risk management policies, which cover specific risk exposures such
as exchange rate risk, interest rate risk, credit risk, and risks arising from derivative and non-derivative
transactions. On the other hand, internal audit is jointly responsible for conducting independent audits on risk
management practices and the control environment.

(3) Credit risk
A. The sources and definition of credit risk

The Company is exposed to credit risk due to default on contracts by a client or a counterparty, which
results in financial losses suffered by the Company.

The sources of credit risks includes on- and off-balance-sheet assets and liabilities. A significant portion of
credit risks originates from discounts and loans, credit card business, due from other banks, acceptances,
investments in debt instruments and derivatives. The major off-balance-sheet items which expose the
Company to credit risk are financial guarantees, letters of credit and loan guarantees.

B. Credit risk management policies

In order to ensure that credit risk is controlled with an acceptable level, the Company's credit risk
management guidelines provide that the scope of credit risk management shall cover the management
of credit risk arising from on- and off-balance-sheet asset and liability items. One of the credit risk
management objectives is to maintain adequate capital to cover credit risk to better manage credit risk
faced by the Company. It is critical to ensure internal control procedures are appropriately carried out to
ensure that credit approval and investments are appropriately managed, which in turn will ensure that the
various credit exposures comply with the statutory requirements.

Credit risk management procedures and measurement of credit risk for the Company's primary business
activities are explained as follows:

(A) Credit business (including loan commitments and guarantees)
Explanations are provided as follows by the categories of credit assets and credit rating:
a. Types of credit assets

The Company classified credit assets into five categories. With the exception of normal credit
assets which are classified as “Category One” assets, the remaining unsound credit that required
special attention was evaluated based on the status of the creditor’ s right, loan collaterals and the
length of time overdue, and classified as “Category Two- Special Mention” , “Category Three-
Substandard", “Category Four- Doubtful” and “Category Five- Loss” . The Company has set
the “Operational Guidelines for Evaluation of Credit Assets” and adopted the “Regulations
Governing the Procedures for Banking Institutions to Evaluate Assets and Deal with Non-
performing/Non-accrual Loans” as the basis for managing problem loans and collection of
overdue credit.

b. Credit rating

The Company has formulated a credit rating scale and related rules based on business attributes
and the size of operation to manage risks.
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Corporate borrowers are grouped into eight categories according to their respective credit rating,
while individual borrowers are grouped in terms of credit quality as follows according to the types
of products and the borrower's credit rating (a) Home loan borrowers: four categories “excellent” ,

“good” , “fair” and “special approval” ; (b) Others: seven categories of repayment
capabilities- excellent, very strong, strong, satisfactory, weak, very weak and unrated.

(B) Due from banks and call loan to banks

The Company assetses the credit rating of the counterparty and refer to rating information provided by
external rating agencies in Taiwan and overseas prior to undertaking a transaction. Each counterparty is
assigned a rating and different levels of credit risk exposures.

(C) Investment in debt instruments and derivatives

The Company manages credit risk arising from debt instruments by assessing the credit rating of debt
instruments provided by external rating agencies, the credit quality of bonds, status of a region and
counterparty credit risks in order to identify credit risk associated with these types of instruments.

The Company undertakes derivative transactions with counterparties that are financial institutions.
The majority of these financial institutions have investment-grade rating or above. The Company
manages credit risk by controlling a counterparty's credit limit (including credit limit for call loans); any
counterparty that is unrated or does not have an investment-grade rating must be assessed individually. If
the counterparty is an individual customer, the risk exposure limit and terms applicable to such derivative
instruments approved in accordance with general credit approval procedures are managed to control
counterparty credit risk.

The Company rates the credit quality of debt instruments and derivatives as follows:

a. TWD debt instruments (without taking into account valuation adjustment and accumulated impairment
loss)

Credit Rating
twAAA, government bond and NCD issued by the Central Bank
tWAA + ~twAA-
twA + ~twA-
twBBB + ~twBBB-

Below and unrated

b. Foreign-currency debt instruments (without taking into account valuation adjustment and accumulated
impairment loss)

Credit Rating

Aaa

Aal ~ Aa3
Al ~A3
Baal ~ Baa3

Below and unrated

D. Judgment that credit risk has increased significantly since the original recognition
The Company assesses the change in the risk of default in the expected duration of each financial asset
on each reporting date to determine whether the credit risk has increased significantly since the original
recognition.
For this assessment, the Company's considerations show that the credit risk has increased significantly and can
be corroborated (including forward-looking information) since the original recognition.

The main considerations include:
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(A) Information on overdue status and changes in internal credit rating

(a) When the credit contract amount is overdue for 31 to 90 days and there are no other adverse signs, it
is determined that the credit risk of the financial assets has increased significantly since the original
recognition, but the overdue period is more than 30 days, and the credit risk is significantly increased
to refute the information.

For example :
a. When the unpaid payment is administratively lost, it is not due to the financial difficulties of the
borrower.

b. Payment due to business disputes between companies is overdue.

c. Credit card payables overdue for 30 days are caused by force majeure factors, such as card holders
leaving the country or hospitalized.

d. The Company's various types of credit assets are not applicable.
The judgment of low credit risk can be regarded as the assumption that the credit risk has not
increased significantly since the original recognition.
(B) Actual operating conditions and debt performance

(a) The current or projected adverse changes in the operating, financial or economic conditions that are
expected to result in significant changes in the borrower's ability to perform its debt obligations.

(b) The actual or expected significant change in the operating results of the borrower has significantly
increased the credit risk of other financial instruments of the same borrower.

(C) Other objective facts sufficient to establish a significant increase in credit risk.

For low credit risk and Stagel, the principle includes the normal repayment of credits of the creditor, the
overdue period of less than 30 days (the secured creditor of the debt negotiation success); the financial
assets of the investment grade, or the non-investment grade but the rating is not significantly reduced.
In addition, considering the attributes of the counterparty and the financial instrument itself, there is no
historical impairment experience in the past and the probability of future impairment is estimated to be
extremely low (eg, deposit and withdrawal), which is also considered a low risk location.

E. Definition of default and credit impairment financial assets

When one or more events that have an adverse effect on the estimated future cash flows of a financial asset
have occurred, the financial asset is credit-derogated. Evidence of credit impairment on financial assets
includes observable information on:
(A) Quantitative indicators

The borrower overdues the contract payment for more than 90 days.
(B) Qualitative indicators

If there is evidence that the borrower will not be able to pay the contract, or that the borrower has
significant financial difficulties, such as:

(a) The borrower has gone bankrupt or may claim bankruptcy or financial restructuring.
(b) The borrower has gone or been dissolved.

(c) The borrower's other financial instrument contract has defaulted.

(d) The active market of the financial asset disappeared due to financial difficulties.

(e) Due to economic or contractual reasons relating to the financial difficulties of the borrower, the
creditor of the borrower gives concessions to the borrower that would otherwise not be considered.

(f) Purchase or creation of financial assets at a substantial discount to reflect the occurrence of credit
losses The aforementioned default and credit impairment definitions apply to all financial assets held
by the Company and are used for financial assets for internal credit risk management purposes. The
definition is consistent and applied to the relevant impairment assessment model.
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F. Reversal policy

The Company reverses the whole or part of the financial assets when it is unable to reasonably expect the
whole or part of the recovered financial assets, and the indicators that cannot be reasonably expected to be
recycled include:

(a) The recourse has ceased.

(b) The borrower has been assessed to have insufficient assets or sources of income to pay the outstanding
amount.

The financial assets that have been written off by the Company may still have ongoing recourse activities and

continue to follow the relevant policies.

. Measurement of expected credit losses

The Company's financial instruments that have not significantly increased the credit risk since the original
recognition are based on the 12-month expected credit loss amount to measure the allowance loss of the
financial instrument; the credit risk has increased significantly or credit impairment since the original
recognition financial instruments and operating lease receivables are measured as the amount of expected
credit losses during the duration of the period.

To measure expected credit losses, the Company considers the borrower's (Probability of default , "PD") for
the next 12 months and duration, and includes the default loss rate (Loss given default, "LGD") multiplied by
the default risk (Exposure at default, “EAD” ), and considers the impact of the time value of money, and
calculates the expected credit losses for 12 months and duration.

The probability of default is the probability of default of the borrower, and the rate of default is the loss ratio
caused by the borrower's default.

The default probability and default loss rate used in the impairment assessment of the credit business
of the Company are based on the internal historical information of each combination (such as credit loss
experience) and based on current observable information and forward-looking general economic information
(eg: the economic growth rate announced by the Accounting Office) after adjusting the historical data, report
the average economic growth rate for the first five years of the year, and report the forecast of the economic
growth rate for the quarter in the annual accounting office. When the economic growth rate is revised,
calculate the expected credit loss by calculating the forward-looking factor based on the difference between
the previous five-year average and the current economic growth rate forecast. When the economic growth
rate is upward, the forward-looking factor is always 1.

The Company assesses the amount of the loan default risk based on the total book value of the financial
assets. In addition, the Company estimates the credit loss factor (CCF) in the 12-month expected credit loss
of the loan commitment based on the “Calculation Method for Bank-Owned Capital and Risky Assets and
the Form - Credit Risk Standards Act” . According to the loan commitment, the part of the agreed financing
amount is expected to be used during the future period of the report to determine the amount of default risk
used to calculate the expected credit loss.

The estimated techniques or material assumptions used to assess expected credit losses did not change
significantly in the year ended December 31, 2018.

. Forward-looking information considerations

The Company has taken into account forward-looking information when measuring expected credit losses.
According to the economic growth rate announced by the Executive Office of the Executive Yuan, the
Company reported a simple average of the economic growth rate for the first five years of the year, and
reported the forecast of the economic growth rate for the quarter in the annual accounting office.

When compared with the economic growth rate during the repair period, the forward-looking factor is used
to calculate the expected credit loss based on the difference between the simple average of the previous five
years and the forecast of the economic growth rate of the current quarter. When the economic growth rate is
upward, the forward-looking factor is always 1.
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The economic growth rate announced by the Comptroller's Office is based on the “General Information on
National Income”™ under the “Statistics Table” of the “National Income and Economic Growth” of the
Republic of China Statistical Information Network in the second quarter of the year.

The statistics obtained in February were used for the impairment assessments of February, March and April,

the statistics obtained in May, the impairment assessments used in May, June and July, and the statistical data
obtained in August. The impairment assessments in August, October and October and the statistics obtained
in November are used for the impairment assessment of November, December and next January of each
other.

The judgment of the Company on the basis of the amortized cost measurement and the debt instrument
investment measured at fair value through other comprehensive gains and losses, the judgment of the
significant increase in credit risk is based on the external rating published by domestic and foreign credit
rating agencies. The level change is one of its quantitative indicators, and the expected credit loss is measured
by reference to the external rating level and Moody's regularly published default rate and default loss rate
information. As the international credit rating agencies have considered forward-looking information when
assessing credit ratings, the Company's assessment of the forward-looking information is appropriate and is
included in the Company's assessment of the expected credit losses.

C. Credit risk hedging or mitigation policy
(A) Collateral

The Company implements a series of policies and measures to reduce credit risk among which one
common practice is to request the borrower to provide collateral. In order to protect our credit claims, the
Company has stipulated guidelines governing the range of collaterals accepted by the Company and the
appraisal, management and disposal of collaterals. Such guidelines are used as the basis for managing the
valuation of collaterals and calculation of the collateral to loan value amount.The main types of collateral
for the Company's financial assets are as follows:

(A) Real estate.

(B) Movable property.

(C) Securities.

(D) Ground rights.

(E) Bank deposit receipts, negotiable deposit certificates, and current demand deposits of the Company.
(F) Notes receivable arising from the operation of the borrower.

(G) Credit or other rights that may be granted.

On the other hand, the loan agreement contains credit guarantee provision, collateral clauses and
offsetting clauses to clearly define the acceptable terms with regard to decrease in credit limit, moving
forward the maturity date and treating the whole outstanding balance as matured, When a credit event
ccurs in order to reduce credit risk. Collaterals provided as security for other non-credit loans shall be
determined according to the nature of the financial instrument. Only asset-backed securities and other
similar financial instruments may be secured by an asset pool. The Company's collateral policy has not
changed significantly on the balance sheet date, and there has been no significant change in the quality of
the overall collateral.

(B) Control of credit risk limit and risk concentration

The Company stipulates respective credit limits for loans granted to a single counterparty and a single
group to avoid concentration of risks.

The Company's investments policy and regulations governing control of risks associated with equity
investments also include provisions stipulating limits on investments in a single individual (business
entity) or a single affiliated enterprise (group). The Company has also set credit limits applicable to each
respective industry, enterprise group and county to control asset concentration risks. Concentration of
credit risk with respective to a single counterparty, enterprise group, affiliated enterprise, industry, and
ultimately country is monitored by an integrated system.
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(C) Other credit enchancements

2018

The Company closely observes the value of the collateral of the financial instrument and considers the
financial assets that are deducted from the credit impairment. The financial assets that have been credit-
deducted and the value of collateral to mitigate potential losses are as follows:

Allowance for

December 31, 2018 Carrying Amount Impairment (IFRS 9 T?:f:ﬂi:iiixgzzge tflgec\;?::tz:aﬁ
Expected Loss)
Impaired financial assets :
Discounts and loans $2,817,030 $598,323 $2,218,707 $2,008,694
Receivables
- Receivables 55,881 50,310 5,571 =
- Credit cards 751 588 163 =
- Short-term advances 18,717 2,855 15,862 =
O secquns ht - -
Total $2,892,725 $652,422 $2,240,303 $2,008,694

2017

Financial assets recognized in the Company's balance sheet and information on the collateral, general
agreement on net amount delivery and other credit enhancement on and off the balance sheet that related
to maximum exposure of credit risk is shown below:

General Other credit
December 31, 2017 Collaterals agreement on net Total
amount delivery enhancement
On-balance-sheet items
Receivables
- Credit card $ = $ = $57,919 $57,919
- Others 105,872 = = 105,872
Discount and loans 103,044,606 = 4,216,113 107,260,719
Subtotal $103,150,478 $ — $4,274,032 $107,424,510
Off-balance-sheet items
Imevocable loan $1,707,854 $ - $1,712 $1,709,566
}Ijstttlel:;i ;)sdcredit issued and 71,742 - - 71,742
Other guarantees 307,355 = = 307,355
Subtotal $2,086,951 $ — $1,712 $2,088,663
Total $105,237,429 $ — $4,275,744 $109,513,173

The Company's management considers that, upon evaluation, it is possible to constantly control and
minimise the credit risk exposure arising from off-balance-sheet items due to the fact that the Company

adopts more stringent credit review procedures and conduct regular post-loan reviews.

D. Maximum exposure to credit risk

The maximum exposure to credit risk arising from on-balance-sheet assets not secured by collateral or
other credit enhancement instruments is represented by the assets' carrying amount.

The maximum exposure to credit risk arising from off-balance-sheet assets(not taking account collateral
or other credit enhancement instruments and the maximum irrevocable credit risk exposure) is listed as

follows:
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Maximum Credit Exposure
Off-balance-sheet Items
December 31, 2017
Irrevocable loan commitments $ 9,939,814
Irrevocable credit card commitments 7,015
Letters of credit issued and yet unused 1,341,757
Other guarantees 2,903,025
Total $ 14,191,611

E. Concentration of credit risk exposures

Concentrations of credit risk arise when a number of counterparties or exposure have comparable economic
characteristics, or such counterparties are engaged in similar activities, or operate in the same geographical
areas or industry sectors, so that their collective ability to meet contractual obligations is uniformly affected
by changes in economic or other conditions.

Credit risk concentrations arise from the Company's assets, liabilities, or off-balance-assets items, through the
execution or processing of transactions (either product or service), or through a combination of exposures
across these broad categories, which include credit, loans and deposits, call loan to banks, investments,
receivables and derivatives. As of December 31, 2018 and 2017, there was significant concentration of credit
risk arising from loans to the Kaohsiung City Government totaling $22,464,937 thousand, representing
11.91% of total loans, $23,249,691 thousand, representing 12.73% of total loans, respectively. Information
on significant concentration of credit risks of the Company's other credit assets (including discounts and
loans, overdue accounts that are not transferred from loans, remittances purchased, guarantee receivable, L/
C receivable, acceptances receivable and factoring receivable - non-resourse) by industry, region and type of
collaterals is summarized as follows:

(A) By industry:
December 31, 2018 December 31, 2017
Type of Industry
Amount % Amount %

1. Private enterprises 80,315,945 42.57 76,092,347 41.65
2. Public-sector enterprises 4,091,797 2.17 3,383,651 1.85

3. Government institutions 22,439,915 11.90 23,249,439 12.73
4. Not-for-profit organisation 86,481 0.05 92,684 0.05

5. Individuals 63,082,796 33.44 63,915,460 34.98

6. Financial institutions 18,610,897 9.87 15,972,660 8.74
Total 188,627,831 100.00 182,706,241 100.00

(B) By region:
December 31, 2018 December 31, 2017
Region
Amount % Amount %

R.O.C. 166,810,884 88.44 164,601,831 90.09
Unite States 4,344,732 230 10,984,507 6.01
Asia 16,249,830 8.61 5,947,859 3.26
Europe 1,222,385 0.65 1,172,044 0.64
Total 188,627,831 100.00 182,706,241 100.00
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(C) By Collateral
Type of Collateral December 31, 2018 December 31, 2017
Amount % Amount %
Unsecured 70,614,159 37.44 67,838,742 37.13
Secured 118,013,672 62.56 114,867,499 62.87
— Financial collateral 9,323,259 4.94 6,950,003 3.80
— Accounts receivable 922,694 0.49 697,745 0.38
—Real estate property 95,739,098 50.76 95,882,231 52.48
— Guarantee 10,153,109 5.38 9,957,269 5.45
— Other 1,875,512 0.99 1,380,251 0.76
Total 188,627,831 100.00 182,706,241 100.00

F. Analysis of the credit quality of the Company's financial assets:
Some of the financial assets held by the Company, such as cash and cash quivalents, deposits with the Central
Bank and interbank borrowings, financial assets measured at fair value through profit or loss, vouchers and
bond investments, deposits, operating margins and delivery settlement funds, etc., are good credit ratings
from the counterparties, the Company considered the credit risk is extremely low.
In addition to the above, analysis of the credit quality of other financial assets is as follows:

2018:

A. Credit quality analysis on discounts, loans, receivables and overduce accounts that are not transferred from
loans

December 31,2018

154

Stage 1 Stage 2 Stage 3
Level Information 12-month expected Lifetime Lifetime Total
credit losses credit losses credit losses
Corporate finance-Rating level 120,194,393 8,163 2,161,378 122,363,934
Internal rating A1 ~ A2 ~ A3 7,063,347 0 0 7,063,347
Internal rating B1 ~ B2 35,281,262 8,000 231,268 35,520,530
Internal rating C1 ~ C2 ~ C5 28,670,738 0 735,930 29,406,668
Internal rating Bad D 43 0 895,593 895,636
Unrated rating 49,179,003 163 298,587 49,477,753
Consumer finance rating level 62,404,152 215,445 731,347 63,350,944
Premium mortgage 7,875,966 46,477 150,199 8,072,642
Superior mortgage 959,674 20,227 5,852 985,753
Good mortgage 629,745 558 35,243 665,546
Specialized mortgage 7,008,897 26,664 62,330 7,097,891
Internal rating 1-2 21,583,601 10,399 124,140 21,718,140
Internal rating 3-4 11,508,420 28,709 70,744 11,607,873
Internal rating 5-6 1,206,788 6,860 125,587 1,339,235
Unrated rating 11,631,061 75,551 157,252 11,863,864
Total 182,598,545 223,608 2,892,725 185,714,878
Allowance to reduce 1,042,812 1,418 652,422 1,696,652
According to the "Bank Assets Appraisal Loss Preparation and Overdue Lending Collections for Bad
Debts", the impairments need to be reimbursed. S5
Total 2,277,378
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B. Credit quality analysis on guarantee, L/C, loan and financing commitment

December 31, 2018
Stage 1 Stage 2 Stage 3
Level Information 12-month expected Lifetime Lifetime Total
credit losses credit losses credit losses

Corporate finance-Rating level 13,984,265 3,113 15,614 14,002,992
Internal rating A1 ~ A2 ~ A3 1,679,656 = = 1,679,656
Internal rating B1 ~ B2 5,641,526 = 9,283 5,650,809
Internal rating C1 ~ C2 ~ C5 2,853,590 1,513 = 2,855,103
Internal rating Bad D 592 1,600 = 2,192
Unrated rating 3,808,901 = 6,331 3,815,232
Consumer finance rating level 886,503 = = 886,503
Premium mortgage = = = =
Superior mortgage = = = =
Good mortgage = = = =
Specialized mortgage = = = =
Internal rating 1-2 633,867 = = 633,867
Internal rating 3-4 214,899 = = 214,899
Internal rating 5-6 37,737 = = 37,737
Unrated rating = = = =
Total 14,870,768 3,113 15,614 14,889,495
Allowance to reduce 143,574 184 7,176 150,934

According to the "Bank Assets Appraisal Loss Preparation and Overdue Lending Collections for Bad
Debts", the impairments need to be reimbursed. 6,077
Total 157,011

2017:

In addition to the above, analysis of the credit quality of other financial assets is as follows:

(A) According to the concept of the analysis of credit quality of financial assets provided in IFRS 7, “past due”
refers to the situation where the counterparty has failed to make payment when the contract matures. For
example, if the principal or interest repayments are past due beyond the reasonable grace period, they are
deemed “past due”.

(B) IFRS 7 also provides that “impairment” refers to the situation where financial assets have become impaired as
of the reporting dates, that is, there is objective evidence indicating impairment.

(C) For the purpose of analyzing the credit quality of financial assets, “impaired” financial assets are those as
defined in (B) above and do not include all financial assets over which an provision for impairment loss has
been made.
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G. Analysis of the aging of financial assets already past due but not yet impaired for 2017 Delays in processing
payments by borrowers and other administrative reasons could result in financial assets being past due but
not yet impaired. According to the Company's internal risk management policies, financial assets past due
within 90 days are not considered impaired, unless other evidences indicate otherwise.

The aging of financial assets already past due but not yet impaired is analyzed as follows:
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December 31, 2017

Items Overdue for less than Overdue for Total

1 month 1~3 months ota
Receivables 1,312 7,751 9,063
— Credit cards 616 216 832
— Interest receivable 696 7,535 8,231
Discounts and loans 273,046 473,234 746,280
Consumer finance 248,611 288,923 537,534
— Residential mortgage 163,637 205,493 369,130
— Cash cards 1,679 = 1,679
— Micro— credit 2,267 749 3,016
— Student loans 65,161 64,294 129,455
— Other 15,867 18,387 34,254
Corporate finance 24,435 184,311 208,746
— Secured 11,897 5,276 17,173
— Unsecured 12,538 179,035 191,573

H. Analysis of impairment of financial assets for 2017

Analysis of impairment of discounts and loans and accounts receivable by client were as follows:

Total Discounts Allowance for
T and Loans Doubtful Account
Dec. 31, 2017 Dec. 31, 2017
Individually assessed for impairment 1,246,890 503,008
With objective evidence of impairment
Collectively assessed for impairment 1,304,579 314,778
With no objective evidence of impairment | Collectively assessed for impairment 175,770,224 1,643,756
Total 178,321,693 2,461,542
Total Accounts Allowance for
T Receivable Doubtful Account
Dec. 31, 2017 Dec. 31, 2017
Individually assessed for impairment 89,394 85,997
With objective evidence of impairment : : :
Collectively assessed for impairment 3.429 6,544
(Note)
With no objective evidence of impairment | Collectively assessed for impairment 1,156,388 5,253
Total 1,249,212 97,794

(Note) Including allowance for uncollectible accounts of short-term advances.
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I. Foreclosed properties management policy
Properties foreclosed by the Company were land and buildings. As of December 31, 2018 and 2017, the
carrying amount of foreclosed properties was nil for all respective balance sheet dates.

J. Disclosures in accordance with the “Regulations Governing the Preparation of Financial Reports by Public
Banks™:

(A) Asset quality of non-performing loans and overdue accounts

Year / Month December 31, 2018
Amount of Non- Non-Performing |  Allowance Bad Debt
Type of Business Performing Loan| Total Loans Loan Ratio for Doubtful |Coverage Ratio
(Note 1) (Note 2) Accounts (Note 3)
Corporate |Secured 521,299 47,397,210 1.10 536,058 102.83
Finance |Unsecured 638,544 72,975,153 0.88 1,134,429 177.66
Residential mortgages (Note 4) 175,941 29,081,255 0.60 249,324 141.71
Cash cards = 600,971 = 7,704 =
S&iﬁfer Micro credit (Note 5) 23,235 1,108,178 2.10 25,715 110.67
Secured 135,334 30,717,952 0.44 235,603 174.09
Other (Note 6)
Unsecured 348 1,574,409 0.02 22,071 6,342.24
Loans total 1,494,701 183,455,128 0.81 2,210,904 147.92
Amount of Accgunts Overdue Account| Allowance for Bad Debt
Overdue Receivable . :
Ratio Credit Loss Coverage
Accounts Balance
Credit Card business 346 151,073 0.23 1,559 450.58
Without recourse factoring (Note 7) = = = — —
Year / Month December 31, 2017
Amount of Non- Non-Performing Allowance Bad Debt
Type of Business Performing Loan| Total Loans Loan Ratio for Doubtful |Coverage Ratio
(Note 1) (Note 2) Accounts (Note 3)
Corporate Secured 164,873 46,237,036 0.36 593,400 359.91
Finance |Unsecured 127,102 68,169,197 0.19 1,201,475 945.28
Residential mortgages (Note 4) 339,800 29,191,138 1.16 353,438 104.01
Cash cards = 664,417 = 2,749 =
gl‘r’:;iucfer Micro credit (Note 5) 24,938 1,173,089 2.13 30,759 123.34
Secured 242,536 31,029,467 0.78 266,471 109.87
Other (Note 6)
Unsecured 9,181 1,857,349 0.49 13,250 144.32
Loans total 908,430 178,321,693 0.51 2,461,542 270.97
Amount of Accounts Overdue Allowance Bad Debt
Overdue Receivable Account Ratio for Doubtful Coverage
Accounts Balance Accounts Ratio
Credit card business 445 164,118 0.27 1,322 297.08
Without recourse factoring (Note 7) = = = = =

Note 1: The amount of non-performing loans was presented in accordance with the “Regulation Governing the Procedures for Banking Institutions to Evaluate Assets
and Deal with Non-performing/Non-accrual Loans”. The amount included in overdue accounts for credit cards was represented in accordance with the
Banking Bureau (4) Letter N0.0944000378 dated July 6, 2005.

Note 2: Non-performing loan ratio = non-performing loans/ total loans. Overdue account ratio for credit cards = overdue accounts / balance of accounts receivable.

Note 3: Coverage ratio for loans = allowance for doubtful accounts of loans/ amount of non-performing loans. Coverage ratio for credit card accounts
receivable=allowance for doubtful account; accpimts / amount of overdue accounts.

Note 4: Residential mortgage is a form of financing secured by a residential property acquired (owned) by the borrower or his or her spouse or minor children, obtained
by the borrower from the Bank for the purpose of purchasing the property or adding improvements to the dwelling.

Note 5: Micro-credit is regulated by the Banking Bureau Letter (4) No. 09440010950 dated December 19, 2005. It is a type of finance other than credit obtained from
credit cards or cash cards.

Note 6: Consumer finance-other refers to other secured or unsecured consumer loans other than residential mortgages, cash cards and micro-credit.

Note 7: Pursuant to the Banking Bureau (5) Letter No. 0945000494 dated July 19, 2005, the amount of without resourse factoring will be recognized as overdue
accounts within three months after the factor or insurance company resolved not to compensate the loss.
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(B) Non-performing loans or overdue receivables exempted from declaration to the competent authority:

December 31, 2018 December 31, 2017
It o .
ems Balance. A Balance of Overdue Balance. AN Balance of Overdue
performing Loans . performing Loans .
E Receivables Exempt Receivables Exempt
xempt Exempt
Amount exempt as a result of debt negotiation and
X . 145 4 232 10
performance in accordance with agreement (Note 1)
Amount exempt as a result of debt liquidation program
and restructuring program (Note 2) {155 L U=t kb
Total 105,596 623 107,617 550

Note 1: The amounts of non-performing loans and overdue receivables disclosed as a result of being exempt under debt negotiation arrangements pursuant to the
Explanatory Letter Jin-Guan-Yin (1) No. 09510001270 dated April 25, 2006.
Note 2: The amounts of non-performing loans and overdue receivables disclosed as a result of being exempt under the debt liquidation and restructuring program
pursuant to the Explanatory Letter Jin-Guan-Yin (1) No. 09700318940 of the FSC dated September 15, 2008 and No.10500134790 of the FSC dated September
20, 2016.

(C) Concentration of credit risk exposures of the Company:

Year December 31, 2018 December 31, 2017
o Toal | ot Toal ot
(Note 1) timsir iy (N2 2) g:;t(s)ﬁ?td(llr\l]% tl:aér)l current net worth nsirsiin (N 2) g;l;s)tilntd(llr\l]% ::a;)l current net worth
(%) (Note 4) (%) (Note 4)
A Group (Real Estate A Group (Real Estate
! Development Industry) 2,170,151 LR Development Industry) R L
B Group (Real Estate B Group (Real Estate
2 Development Industry) iz L) Development Industry) 2,180,503 15.37
C Group (Sports Stadium C Group (Real Estate
3 g ) 1,702,732 11.79 Bl g i) 2,012,000 14.18
PR Clioutp (Dituer il 1,685,872 Wl Ciiovp(Qilner i 1,661,477 11.71
intermediation) intermediation)
5 E Group (Real Estate 1,622,271 11.23 E Group (Sports Stadium 1,657,489 11.68
Development Industry) Industry)
6 F Group (Real Estate 1.577.813 10.92 F _Group (O.th_er financial 1,514,420 10.67
Development Industry) intermediation)
7 G Group (O_th_er financial 1,478,988 10.24 G Group (Real Estate . 1,502,749 10.59
intermediation) Development Industry)
H Group (Real Estate H Group (Ship and Parts
8 Development Industry) ooty A7) S Manufacturing Industry) LIRER )
I Group (Real Estate I Group (Real Estate
? Development Industry) 1,325,710 9.18 Development Industry) Rl Ul
10 J Group (Mortuary 1,199,070 830 J Group (Real Estate Leasing 1,020,000 719
Services) and Sale Industry)

Note 1: The top ten enterprise groups other than government and public-sector enterprises according to their total amounts of outstanding loans.
Note 2: The term “enterprise group” refers to a group of corporate entities as defined by Article 6 of the “Supplementary Provisions to the Taiwan Stock Exchange
Corporation Criteria for Review of Securities Listings”.
Note 3: Total outstanding loan amount is the sum of balances of all types of loans (including import negotiation, export negotiation, bills discounted, overdraft, short-
term loan, short-term secured loan, margin loans receivable, medium-term unsecured loan, medium-term secured loan, long-term unsecured loan, long-term

secured loan and overdue loan), bills purchased, without recourse factoring, acceptances receivable and guarantees.

Note 4: Total outstanding loans amount / current net worth: net worth for domestic banks is calculated using the net worth of the Head Office where net worth for
branch(es) of a foreign bank in Taiwan shall be calculated using the net worth of the branch(es).

(4) Liquidity risk

A. Sources and definition of liquidity risk

The Company defines liquidity risk as the potential financial loss that may be suffered by the Company as
a result of inability to liquidate assets or obtain the finances required to meet financial obligations that are
falling due. Examples include prepayment of deposits, channels through which and conditions under which
the Company is able to obtain inter-bank loans have deteriorated or become more difficult due to specific
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market conditions, borrower’s default status deteriorated and funds are not repaid according to schedule and
difficulty in liquidating investments. Circumstances described above may reduce the level of the Company's
available cash to conduct business activities such as extension of loans or trading and investments. Under
extreme circumstances, illiquidity may potentially cause an overall decrease in the Company's balance-sheet
positions, disposal of assets or inability to carry out loan commitments. Liquidity risk is inherent in the bank
operations and may be affected by industry-specific or market events. The events include but not limited to:
credit event, merger or acquisition, systematic shock and natural disaster.
B. Liquidity risk management policy

With the aim of maintaining long-term profitability and business growth, the Company adopts a management
strategy that is in between the pro-active and passive approach to manage the liquidity of our NTD funds.

a. The following benchmarks are used to evaluate and monitor the liquidity level of the Company's NTD
funds:

(A) Cashflow gap for obligations falling due within 30 days (incl.).
(B) Cashflow gap for all other maturities
(C) Provide a deposit reserve in accordance with the regulatory ratio prescribed by the Central Bank.

(D) Liquidity reserve shall not fall below the minimum liquid assets to liabilities ratio for financial
institutions prescribed by Central Bank.

(E) Deposit to loan ratio.

(F) Liabilities purchased (NCD issued) to deposits ratio. The following benchmarks are used to evaluate
and monitor the liquidity level of the Company's major currency funds:The following benchmarks are
used to evaluate and monitor the

b. liquidity level of the Company's major currency funds:
(A) Liquidity gap for the respective maturities to total assets ratio.
(B) Deposit reserve ratio provided in accordance with the Central Bank requirements.

The risk management department examines the benchmark statistics on quarterly basis and reports
such information to the assets-liabilities and risk management Committee for presentation a quarterly
basis to the Board of Directors for approval.

The Company shall also establish respective limits applicable to inter-bank loans from other banks
and review the limits once a year to enhance the liquidity level.

C. Maturity analysis of non-derivative financial liabilities

The analysis of cash outflows associated with non-derivative financial liabilities of the Company is made
according to the number of days remaining from the balance sheets date to the respective contract’s maturity
date. The amounts disclosed below were prepared on the basis of the cash flows arising from the contracts
and as such may not correspond to the amounts of related items presented on the balance sheets.

December 31, 2018 0~30 days 31~90 days 91~180 days 181~365 days Over 1 year Total

Due to Central Bank and other banks 8,455,456 140,790 9,870 89,340 — 8,695,456
Bills and bonds sold under repurchase 10,402,992 27,849 B B B 10,430,841
agreements

Accounts payable 3,544,462 346,462 83,932 91,286 39,584 4,105,726
Deposits and remittances 26,794,205 31,990,679 32,685,926 46,918,395 84,896,908 223,286,113
Bank debentures — — — — 6,300,000 6,300,000
Other capital outflow upon maturity 82,889 5,756 6,798 2,591 311,778 409,812
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December 31, 2017 0~30 days 31~90 days 91~180 days | 181~365 days Over 1 year Total
Due to Central Bank and other banks 5,109,722 646,815 13,400 153,210 = 5,923,147
aBgiiLse?Irlléin?:nds sold under repurchase 5,333,040 34365 - - - 5,367,405
Accounts payable 3,265,469 211,182 39,588 106,306 37,118 3,659,663
Deposits and remittances 30,905,871 34,064,252 33,387,233 48,499,112 82,892,360 229,748,828
Bank debentures — — — — 4,000,000 4,000,000
Other capital outflow upon maturity 9,247 7,777 5,827 13,673 338,970 375,494

The maturity analysis of demand deposits included in “Deposits and Remittances” in the above table is
conducted across different maturity periods based on the past experience. Based on the assumption that all
demand deposits must be repaid within the closest maturity as of December 31, 2018 and 2017, cash outflow
in the next 0~30 days will increase by $ 90,947,645 thousand and $87,800,471 thousand, respectively.

D. Maturity analysis of derivative financial liabilities
Derivatives settled in gross amounts

The Company settles the following derivative instruments on gross amounts:

* Foreign exchange derivatives: foreign exchange futures and currency swaps.

* Interest rate derivatives: currency swap and interest swap.

¢ Credit derivatives: all credit default swaps are represented in gross amounts. Periodic payments are made to
the buyer of the credit guarantee. A lump-sum payment is made to the buyer of the credit guarantee when a
credit risk event occurs.

The Company's derivatives instruments settled in gross amounts are presented in the following table
according to the days remaining from the balance sheets date to the respective contract's maturity date.
Upon evaluation, a contract's maturity date is fundamental in understanding all derivative instruments
presented on the balance sheets. The amounts disclosed below were prepared on the basis of the cash flows
arising from the contracts and as such may not correspond to the amounts of related items presented on
the balance sheets. The maturity of derivative financial liabilities settled in gross amounts is analyzed as

follows:

December 31, 2018

0~30 days

31~90 days

91~180 days

181~365 days

Over 1 year

Total

Financial liabilities at fair value through

profit or loss

— Foreign exchange derivatives
— Cash outflow
— Cash inflow

— Interest rate derivatives
— Cash outflow

— Cash inflow

Derivative financial liabilities for
hedging purpose

— Foreign exchange derivatives
— Cash outflow
— Cash inflow

— Interest rate derivatives
— Cash outflow

— Cash inflow

9,313,425
4,663,218
4,650,207

1,886,360
979,880
906,480

3,281,920
1,675,929
1,605,991

14,481,705
7,319,027
7,162,678

Total cash outflow

Total cash inflow

4,663,218
4,650,207

979,880
906,480

1,675,929
1,605,991

7,319,027
7,162,678

Net cashflow

13,011

73,400

69,938

156,349
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December 31, 2017

0~30 days

31~90 days

91~180 days

181~365 days

Over | year

Total

Financial liabilities at fair value through
profit or loss

- Foreign exchange derivatives
- Cash outflow
- Cash inflow
- Interest rate derivatives
- Cash outflow
- Cash inflow
Derivative financial liabilities for hedging
purpose
- Foreign exchange derivatives
- Cash outflow
- Cash inflow
- Interest rate derivatives
- Cash outflow

- Cash inflow

2,257,848
1,110,198
1,147,650

609,315
302,406
306,909

123,866
60,026
63,840

2,991,029
1,472,630
1,518,399

Total cash outflow

Total cash inflow

1,110,198
1,147,650

302,406
306,909

60,026
63,840

1,472,630
1,518,399

Net cashflow

(37,452)

(4,503)

(3,814)

(45,769)

E. Maturity analysis of off-balance-sheet items
The maturity analysis of off-balance sheets items of the Company shows the days remaining from the balance
sheets date to the maturity date. For financial guarantee contracts that were issued, the maximum guarantee
amounts that may be claimed were included in the nearest maturity period. The amounts disclosed below
were prepared on the basis of the cash flows arising from the contracts and as such may not correspond to the
amounts of related items presented on the balance sheets.

December 31, 2018 Under 1 year 1 ~5 year More than 5 years Total
Irrevocable loan commitment 3,651,757 6,032,543 307,518 9,991,818
Irrevocable credit card commitment 1,978 6,482 — 8,460
Unused letters of credit 1,398,102 = = 1,398,102
Other guarantees 2,021,419 1,461,832 7,864 3,491,115
Total 7,073,256 7,500,857 315,382 14,889,495

December 31, 2017 Under 1 year 1 ~5 year More than 5 years Total
Irrevocable loan commitment 4,358,638 5,077,304 503,872 9,939,814
Irrevocable credit card commitment 38 6,977 = 7,015
Unused letters of credit 1,341,757 = = 1,341,757
Other guarantees 1,646,554 1,248,399 8,072 2,903,025
Total 7,346,987 6,332,680 511,944 14,191,611

F. Maturity analysis of lease agreement and capital expenditure commitments

The lease agreement commitments of the Company are operating lease commitments, which refer to the total
minimum lease payments the Company should make as a lessor or a lessee under irrevocable operating lease
terms and conditions.

The Company's capital expenditures commitments refer to the agreement signed by the Company to obtain the
capital required for acquiring building and equipment.

The maturity analysis of the Company's lease and capital expenditure commitments is as follows:

163



Information

December 31, 2018 Under 1 year 1 ~5 year More than 5 years Total
Lease agreement commitment
Operating lease outflow (lessee) $81,048 $225,715 $10,590 $317,353
Operating lease inflow (lessor) 11,304 19,110 7,002 37,416
Capital expenditure commitment § — $ $ - $ -
December 31, 2017 Under 1 year 1 ~ 5 year More than 5 years Total
Lease agreement commitment
Operating lease outflow (lessee) $78,958 $134,219 $16,107 $229,284
Operating lease inflow (lessor) 10,101 17,804 = 27,905
Capital expenditure commitment $§ - $ - $ — $ —

G. Information disclosed in accordance with the “Regulations Governing the Preparation of Financial Statements
by Public Banks”

(A) The maturity structure of the Company's NTD capital

December 31, 2018

Total 0~10 days 11~30 days 31~90 days | 91~180 days | 181~365 days | Over 1 year
Mainmaturing | )5, 935 446 | 26234205 | 32,124,741 | 16377.403 | 15280,979 | 21,749,650 | 109,068,468
capital inflow
Ma{n maturing 264,044,283 11,010,561 12,424,366 26,337,168 32,681,166 48,417,291 | 133,173,731
capital outflow
Maturity gap (43,208,837) 15,223,644 19,700,375 (9,959,765)| (17,400,187)| (26,667,641)| (24,105,263)
December 31, 2017
Total 0~10 days 11~30 days 31~90 days | 91~180 days | 181~365 days | Over 1 year
Main maturing | 530 595 797 | 32,132,060 | 42,819,659 | 14774265 | 14,289,591 | 20,812,171 | 105444,151
capital inflow
Main maturing | 575 103 013 | 11,192,365 | 16,966,758 | 30,835,137 | 33,211,080 | 52,737,411 | 132,160,262
capital outflow
Maturity gap (46,830,216) 20,940,595 25,852,901 (16,060,872)| (18,921,489)( (31,925,240)| (26,716,111)
(B) Maturity gap of the Company’ USD capital
Unit: US$ Thousand
December 31, 2018
Total 0~30 days 31~90 days | 91~180 days | 181~365 days | Over 1 year
Main maturing capital inflow 1,328,072 247,130 44,086 57,056 55,192 924,608
Main maturing capital outflow 1,559,771 629,745 326,552 143,263 237,123 223,088
Maturity gap (231,699) (382,615) (282,466) (86,207) (181,931) 701,520
December 31, 2017
Total 0~30 days 31~90 days | 91~180 days | 181~365 days | Over 1 year
Main maturing capital inflow 917,641 111,976 73,157 31,235 44,163 657,110
Main maturing capital outflow 1,135,753 415,384 257,490 138,861 168,984 155,034
Maturity gap (218,112) (303,408) (184,333) (107,626) (124,321) 502,076
5. Market Risk

A.Sources and definition of market risk

Market risk refers to the risk of changes in the fair value or future cash flows of on-and off-balance-sheet
financial instruments held by the due to adverse changes in market prices in terms of interest rates, foreign
exchange rates, stock prices, and commodity prices. Essentially, it refers to the risk of fluctuations in the
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Company's net profit or the values of investment portfolios as a result of changes in the aforesaid risk factors.

Market risk confronting the Company mainly arises from fluctuations in the prices of equity instruments,
interest rates and exchange rates. Positions in equity securities that are subject to market risk mainly consist of
stocks listed on the stock/OTC exchanges and emerging stocks, funds, and ETFs. Positions subject to interest
rate risks include bonds and interest rate derivatives (such as fixed and floating interest rate swaps); positions
subject to currency exchange risks primarily comprise of the various derivative instruments denominated in
foreign currencies, and the various foreign-currency bonds.

B. Market risk management policy

The Company monitors positions subject to market risk and the tolerable losses in accordance with the risk
management objectives and limits approved by the Board of Directors.

The Company has set a market risk information system to effectively monitor the risk limits of the positions of
financial instruments, sensitivity (DVO01) and compute the value at risk (VaR). Such information is presented
at the Assets-Liabilities and Risk Management Committee and Board of Directors' meetings as guidelines for
decision making by senior management.
The Risk Management Department of the Company is primarily responsible for reporting to senior
management on a regular basis the control status of investment portfolios. Such information is also
communicated with the relevant departmental supervisors.
C. Market risk management procedures
(A)Identification and measurement
The business units and risk management unit of the Company has set market risk factors to identify
positions exposed to risks and to measure market risk. Market risk factors refer to factors that may affect
the value of interest rate, exchange rate and equity securities positions. Such factors include positions,
sensitivity, stress testing and value at risk, which are used to measure the impact of interest risks,
exchange rate risks and equity securities risks on the investment portfolios.
(B)Control and reporting
The Risk Management Department of the Company reports the information on the execution of market
risk management objectives, positions, sensitivity, stress testing and VaR to the ALCO (Assets-Liabilities
and Risk Management Committee) or senior management and the departmental supervisor of the
relevant business units. The Company has set clearly defined reporting procedures and all transactions
are governed by specific risk limits and stop loss regulations. For example, where a transaction has
reached the stop-loss limit, such transaction must be terminated immediately or the trading unit must
submit in detail reasons for continuing the transaction and responsive measures to the Investment Review
Committee or senior management for approval.
D.Trading-book risk management policy
Trading-book positions refer to financial instruments and physical commodities held for trading purposes or
to hedge against trading-book positions. Positions held for earning profits from changes in bid-ask spread or
changes in price and interest rate.
Positions that do not belong to trading book are assigned to Banking book.
(A) Strategy
The Company undertakes assessments and exercise controls to effectively control market risk and ensure
that trading strategies adopted by business units are relatively free from constraints. The Company
formulates risk limits for the respective investment portfolios on the basis of trading strategies, type of
product and annual profit target to manage trading-book investment portfolios.
(B) Policies and procedures
The Company has formulated the “Market Risk Management Guidelines” and “ Trading Book Policy
and Procedures” as the key regulations to monitor trading-book positions.
(C) Valuation policy
Where market prices are available for valuation of trading-book financial instruments, the positions shall
be valued at least once daily using readily available information obtained from independent resources.
(D) Methods of risk measurement
a. Refer to Note 12.4 (5) I for assumptions and methods used to calculate VaR.

b. The Company conducts stress testing under scenarios based on 100bp changes in interest rate, 15%
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change in the price of equity securities and 3% of major currency exchange rates. Results of stress
testing are presented at the ALCO and Board of Directors' meetings.

E. Management of trading-book interest rate risk
(A) Definition of interest rate risk

“Interest rate risk” refers to the risk of changes in the fair value of the trading-book positions held by
the Company or risk of financial loss as result of interest rate movements. Instruments subject to interest
rate risk include securities and derivative instruments linked to interest rate.

(B) Trading-book interest rate management procedures

The Company carefully selects investment targets by conducting research on the issuer' s credit standing
and financial status, country risk and interest rate trends.

The Company also formulates limits applicable to trading-book transactions and stop-loss limit
(applicable to the trading unit, trader, and instruments traded) on the basis of management strategies and
market conditions for approval by senior management or the Board of Directors.

(C) Methods of measurement
a. Refer to Note 12.4 (5) I for VaR assumptions and computation method.

b.Use DVOI to measure the degree of impact of interest rate risks on the investment portfolios on a
monthly basis.

F.Management of banking-book interest rate risk

Management of banking-book interest rate risk is primarily aimed at enhancing interest rate risk management,
improving the efficiency of capital utilization.

(A) Strategy

Interest rate risk management aims at improving the Company's responsiveness to interest rate movement
and involves measuring, managing and hedging against risks of adverse changes in the economic value of
balance sheets items and profitability as a result of changes in interest rate.

(B) Management procedures

The Company identifies the interest rate repricing risk when conducting businesses related to interest
rate. The Company also assess the potential effects of interest rate movements on the profit and economic
value of the balance sheets items of the Company.

The Company monitors the risk limits applicable to positions exposed to interest rate risk and the various
interest rate management indicators on a monthly basis.

The monitoring results are reported to the ALCO and periodically to the Board of Directors.
(C) Method of measurement

The Company measures the interest rate repricing risk arising from different repricing dates of the
Company's assets and liabilities. To ensure long-term profitability and business growth, the Company
has formulated monitoring indicators to conduct stress testing on the interest rate sensitivity of major
maturities. The various interest rate risk indicators and results of stress testing are presented to the ALCO
each month for approval.

G. Management of exchange rate risk
(A) Definition of exchange rate risk

Exchange rate risk refers to the profit and loss arising from conversion from one currency to the other
in different time periods. Exchange rate risk confronting the Company originates from spot and forward
exchange contracts as well as derivatives.

The Company aims to square all foreign exchange positions on a daily basis and as such, are subject to
relatively low exchange rate risks.

(B) Exchange rate risk management policy, procedures and method of measurement
Exchange rate risks of the Company are monitored using VaR. Please refer to
Note 12.4 (5) I for further details, and stipulate transaction limits and stop-loss limits applicable to each
trading unit and trader.

The Company conduct stress testing on exchange rate risks at least once a year under scenarios with a 3%
change in the exchange rate of major currencies. Results of stress testing are presented to the ALCO and
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Board of Directors for approval.
Please refer to Note 12.4 (5) I for further details on stress testing.
H.Management of price risk of equity securities
(A) Definition of the price risk of equity securities

Mark risk confronting the Company includes individual risks arising from changes in the market price
of individual equity securities as well as general market risk arising from a general movement in market
prices.

(B) The purpose for managing the price risk of equity securities

Price risk management aims at preventing severe fluctuations in the prices of equity securities from
causing a deterioration in The Company's financial status or profitability and aims at improving the
efficiency of fund utilization and ensuring sound business operation.

(C) Procedures for managing the price risk of equity securities

The Company stipulates investment limits applicable to the respective counterparties and industries and
use the S value to measure the degree by which equity securities and funds are affected by systematic
risk on a monthly basis. Stop-loss regulations are reviewed and approved by the Board of Directors. If a
trading unit continues to hold a trading position in the situation where the stop-loss limit has been reached,
special approval is required from the Investment Review Committee.

(D) Method of measurement

Price risk arising from trading-book equity securities is controlled on the basis of VaR.
Please refer to Note 12.5 (5) I for further details.

Price risk arising from non-trading book equity securities held by the Company is monitored by
appropriate mechanisms designed specifically to meet the needs of the Company's business development.
The Long-term Investment Review Committee receives periodic reports on price risk.
1. Market risk valuation technique
(A) VaR (Value at Risk, VaR)

The Company uses the VaR model to conduct monthly evaluation on the market risk of positions held and
the maximum potential loss that may arise for reporting to the ALCO and senior management.

Value at risk is a statistical estimate of potential losses on current positions that may result from adverse
market movements. VaR is defined as  “the worst expected loss” over a target horizon with a given level
of confidence (99%) and normal market environment. As such, it is still probable (1%) that the actual loss
may exceed the VaR estimate. The VaR model assumes a minimum holding period (10 business days)
prior to closing off the positions. The Company evaluates the VaR of positions held by the Historical
Simulation Method. This valuation method cannot prevent losses as a result of severe market fluctuations.

For the year ended December 31
Items 2018 2017
Average Highest Lowest Average Highest Lowest
Foreign exchange VaR 125,296 195,966 61,226 76,847 114,484 58,407
Interest rate VaR 64,429 87,294 54,736 23,016 32,031 16,044
Equity securities VaR 31,228 42,216 23,057 9,946 17,549 3,320
Less: risk diversification effects 81,496 118,468 50,584 44,332 76,607 29,371

(B) Stress testing

Stress testing is used to measure the maximum potential loss arising from the risk asset portfolios that
may be suffered by the Company in the worst case scenario. The Risk Management Dept. conducts stress
testing on interest rate risk, exchange rate risk and equity securities risk. Results of stress testing are
presented to the ACLO and Board of Directors for approval.

J. Concentration of exchange rate risk

The following table shows the concentration of exchange rate risk exposures arising from all assets and
liabilities expressed in the respective currencies and carrying amounts held by the Company as of December
31,2018 and 2017 (only information for the top 4 currencies is disclosed).
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Unit: FCY / NTD Thousand
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December 31, 2018
USD AUD CNY ZAR
Foreign-currency Financial Assets
Cash and cash equivalents $6,290 $2,659 $18,089 $4,415
Due from Central Bank and call loans to banks 20,500 = = =
Financial assets at fair value through profit or loss 2,063 = = 92,533
f;ﬁ;‘f;ilei?jfifltc(figevah‘e through other 223312 184,103 329,642 169,488
Investments in debt instruments at amortizes cost 206,242 127,943 226,105 109,992
Accounts receivable 18,465 — = =
Discounts and loans 664,917 10,000 39,552 =
Other financial assets 1 = = =
Properities and equipment, net 24 = = =
Other assets 74,771 = 204,261 210,177
Total assets $1,216,585 $324,705 $817,649 $586,605
Exchange rate 30.73 21.66 4.474 2.125
NTD equivalent of total assets $37,385,657 $7,033,110 $3,658,162 $1,246,536
Foreign Currency Financial Liabilities
Due to Central Bank and other banks $177,758 $93,500 $30,000 $85,000
R/P bills and bonds liabilities 225,680 159,798 = =
Deposits and remittances 775,390 66,576 784,789 500,310
Other financial liabilities 878 = = =
Accounts payable 3,051 2 2,750 =
Other liabilities 3,292 4,744 = 1,295
Total liabilities $1,186,049 $324,620 $817,539 $586,605
Exchange rate 30.73 21.66 4.474 2.125
NTD equivalent of total liabilities $36,447,286 $7,031,269 $3,657,669 $1,246,536
Unit: FCY / NTD Thousand
December 31, 2017
USD AUD CNY ZAR
Foreign — currency Financial Assets
Cash and cash equivalents $26,931 $7,502 $14,907 $12,389
Due from Central Bank and call loans to banks 6,500 = = =
Financial assets at fair value through profit or loss 2,235 = = 52,000
Available — for — sale financial assets 263,869 169,180 239,652 205,075
Accounts receivable 9,800 = = =
Discounts and loans 565,698 10,000 118,907 =
Held —to —maturity financial assets — — — —
Other assets 25,677 424 43,826 212,588
Total assets $900,710 $187,106 $417,292 $482,052
Exchange rate 29.765 23.20 4.569 2.406
NTD equivalent of total assets $26,809,633 $4.,340,859 $1,906,607 $1,159.817
Foreign Currency Financial Liabilities
Due to Central Bank and other banks $105,000 $36,500 $= $110,000
R/P bills and bonds liabilities 105,786 94,107 = =
Deposits and remittances 629,333 56,499 417,290 367,079
Accounts payable 1,790 = 2 3,678
Other liabilities 35,044 = = 1,295
Total liabilities $876,953 $187,106 $417,292 $482,052
Exchange rate 29.765 23.20 4.569 2.406
NTD equivalent of total liabilities $26,102,506 $4,340,859 $1,906,607 $1,159,817
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K. Information on foreign currency financial assets and liabilities with significant impacts:

Unit: NT$ Thousand

December 31, 2018 December 31, 2017

Items Foreign Exchange Foreign Exchange
Currengcy Rate i LVID Currel%cy Rate ¢ LY
Financial Assets
Monetary Items
USD 1,186,513 30.73 36,461,544 879,684 29.765 26,183,794
GBP 10,372 38.92 403,678 3,474 40.090 139,273
HKD 282,636 3.924 1,109,064 161,135 3.808 613,602
AUD 324,705 21.66 7,033,110 186,682 23.200 4,331,022
SGD 1,285 22.48 28,887 14,410 22.260 320,767
CHF 396 31.21 12,359 546 30.450 16,626
CAD 11,886 22.58 268,386 13,550 23.720 321,406
JPY 1,804,791 0.2781 501,912 1,864,146 0.2646 493,253
CNY 613,388 4.474 2,744,298 373,466 4.569 1,706,366
ZAR 376,428 2.125 799,910 269,463 2.406 648,328
SEK 208 3.420 711 70,330 3.610 253,891
KRW 49,840 0.0275 1,371 = — —
EUR 5,154 35.200 181,421 7,369 35.580 262,189
NZD 20,122 20.620 414,916 26,068 21.130 550,817
Non—monetary
Items
USD 426 30.730 13,091 1,643 29.765 48,904
Financial Liabilities
Monetary Items
USD 1,184,394 30.73 36,396,428 842,189 29.765 25,067,756
GBP 4,172 38.92 162,374 3,767 40.090 151,019
HKD 76,989 3.924 302,105 111,201 3.808 423,453
AUD 319,875 21.66 6,928,493 187,106 23.200 4,340,859
SGD 4,677 22.48 105,139 13,390 22.260 298,061
CHF 311 31.21 9,706 534 30.450 16,260
CAD 11,716 22.58 264,547 13,646 23.720 323,683
JPY 1,822,289 0.2781 506,779 1,952,843 0.2646 516,722
CNY 817,539 4.474 3,657,669 417,292 4.569 1,906,607
ZAR 586,605 2.125 1,246,536 482,052 2.406 1,159,817
SEK 93 3.420 318 = 3.610 =
EUR 8,149 35.20 286,845 7,384 35.580 262,723
NZD 12,133 20.62 250,182 33,566 21.130 709,250
Non—monetary
Items
USD 1,655 30.73 50,858 785 29.765 23,366

L. Disclosures in accordance with the Regulations Governing the Preparation of Financial Statements by Public
Banks

(A) Interest rate sensitivity of the Company's assets and liabilities (NTD)

December 31, 2018
. 91~180 days 181~365 days

I 1~ 1. 1 Total

tems 90 days (incl.) (incl) (incl) Over 1 year otal
Interest rate sensitive assets 178,628,946 6,058,150 567,689 19,377,724 204,632,509
Interest rate sensitive 151,973,869 15,281,232 19,824,869 7,447,262 194,527,232
liabilities
Interest rate sensitivity gap 26,655,077 (9,223,082) (19,257,180) 11,930,462 10,105,277
Net worth 13,519,332
Ratio of interest rate sensitive assets to liabilities (%) 105.19
Ratio of interest rate sensitivity gap to net worth (%) 74.75
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December 31, 2017
. 91~180d 181~365 d
Items 1~90 days (incl.) (incl.)ays (incl) 2y Over 1 year Total

Interest rate sensitive assets 193,580,270 5,495,531 822,727 14,029,690 213,928,218
mterest rate sensitive 154,094,003 18,172,361 27,345,853 5,688,858 205,301,075
liabilities

Interest rate sensitivity gap 39,486,267 (12,676,830) (26,523,126) 8,340,832 8,027,143
Net worth 13,489,384
Ratio of interest rate sensitive assets to liabilities (%) 104.20
Ratio of interest rate sensitivity gap to net worth (%) 63.96

Explanation 1: Refer to total NTD assets and liabilities of all onshore branches of the Company, excluding contingent assets or liabilities.

Explanation 2: Interest rate sensitive assets and liabilities refer to the interest-earning assets and interest-bearing liabilities of which the income or
costs are affected by the fluctuations in interest rates.

Explanation 3: Interest rate sensitivity gap = interest rate sensitive assets - interest rate sensitive liabilities.

Explanation 4: Ratio of interest rate sensitive assets to liabilities = Interest rate sensitive assets + interest rate sensitive liabilities (refer to NTD
interest rate sensitive assets and interest rate sensitive liabilities).

(B) Analysis of interest rate sensitive assets and liabilities (USD)

Unit: NT$ Thousand ; %

December 31, 2018
Items 1~90 days (incl.) 91~(1i§((;)1§ays 181;;65; ays Over 1 year Total
Interest rate sensitive assets 785,259 49,892 1,491 289,313 1,125,955
Interest rate sensitive liabilities 869,363 79,554 126,410 103,500 1,178,827
Interest rate sensitivity gap (84,104) (29,662) (124,919) 185,813 (52,872)
Net worth 30,123
Ratio of interest rate sensitive assets to liabilities (%) 95.51
Ratio of interest rate sensitivity gap to net worth (%) (175.52)
December 31, 2017
Ttems 1~90 days (incl.) 91}:33131@8 181;;?3.)(1 ays Over 1 year Total
Interest rate sensitive assets 576,601 64,498 1,920 222,323 865,342
Interest rate sensitive liabilities 594,082 93,447 66,792 85,750 840,071
Interest rate sensitivity gap (17,481) (28,949) (64,872) 136,573 25,271
Net worth 23,439
Ratio of interest rate sensitive assets to liabilities (%) 103.01
Ratio of interest rate sensitivity gap to net worth (%) 107.82

Explanation 1: Refer to total USD assets and liabilities of all onshore branches of the Company, excluding contingent assets or liabilities.
Explanation 2: Interest rate sensitive assets and liabilities refer to the interest-earning assets and interest-bearing liabilities of which the income or
costs are affected by the fluctuations in interest rates.

Explanation 3: Interest rate sensitivity gap=interest rate sensitive assets —interest rate sensitive liabilities.

Explanation 4: Ratio of interest rate sensitive assets to liabilities= Interest rate sensitive assets -+ interest rate sensitive liabilities (refer to USD
interest rate sensitive assets and interest rate sensitive liabilities).
interest rate sensitive liabilities).
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(6) Transfer of Financial Assets

A. Transferred financial assets not removed in whole

Most of the financial assets in routine operation of the Company already transferred but not qualified for
overall removal are debt securities under R/P agreements or equity securities lent out under securities
securities lending agreements. These transactions resulted in the transfer of cash flow from contracts to a
third party and also reflect the liabilities of the Company deriving from the responsibilities of repurchase the
transferred financial assets at fixed price in the future. For this type of transactions, the Company cannot use,
sell, or lien the transferred financial assets within the term of trade but the Company still have to assume the
interest risk and credit risthereoanthese instruments were not removed in whole.

The following table shows the financial assets and other financial liabilities not qualified for removal in whole:

December 31, 2018

Financial assets category Book value of transferred financial assets Book value of related financial liabilities

Financial assets at fair value
through other comprehensive income

R/P contracts 2,717,620 2,522,406

Financial assets at amortized cost

8,775,767 7,908,435

R/P contracts

December 31, 2017

Financial assets category Book value of transferred financial assets Book value of related financial liabilities

Financial assets available for sales

5,723,877 5,367,405

R/P contracts

Financial assets held-to-maturity

R/P contracts

(7) Offsetting between financial assets and financial liabilities

The Company also did not have the offsetting conditions as required by the notification. However, the Company
has entered into a general agreement with counterparties for settlement in net value or similar agreements, such
as R/P in similar agreements. The aforementioned general agreements on delivery at net amount or similar
agreements provided that if the trading parties elect to deliver at net amount, they may offset the financial assets
with financial liabilities in the transaction for delivery, or delivery at total amount. If either side of the trading
parties is defaulted, the other side may elect to deliver at net amount.

The following table provides the quantified information on the financial assets and financial liabilities to be
executed under the general agreement on net amount delivery:

December 31, 2018:

Recognized Recognized total Net financial Amount not offset on balance sheet
Financial assets total financial financial liabilities assets on Financial Collaterals in Net
assets offset on balance sheet ~ balance sheet instruments cash received amount
Derivatives $33,769 $— $33,769 ($7,105) $— $26,664
. . . A t not offset on bal heet
Recognized Recognized total Net financial ount 1o CO Hse 0111 aance shee
Financial liabilities total financial  financial assets offset  liabilities on Financial N itera ds Net
liabilities on balance sheet balance sheet instrument mn calsielllm 28 amount
Derivatives $199,806 $— $199,806 ($7,105) $— $192,701
R/Pbills and bond liabilities 10,430,841 = 10,430,841 (10,430,841) — —
Total $10,630,647 $— $10,630,647 ($10,437,946) $— $192,701
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December 31, 2017 :

Recognized Recognized total Net financial Amount not offset on balance sheet
Financial assets total financial financial liabilities assets on Financial Collaterals in Net
assets offset on balance sheet ~ balance sheet instruments cash received  amount
Derivatives $45,384 $— $45,384 ($190) (545,194) $—

Amount not offset on balance sheet

Recognized Recognized total Net financial
Financial liabilities total financial ~ financial assets offset  liabilities on Einancial _Collaterals Net
liabilities on balance sheet balance sheet e L calsh under o
ien
Derivatives $989 $— $989 ($190) ($799) $—
R/Pbills and bond liabilities 5,367,405 — 5,367,405 (5,330,246) (37,159) —
Total $5,368,394 $— $5,368,394 (85,330,436) (837,958) $—

12.5 Capital Management
(1) Overview
The Company adopts the following capital management objectives:

+ The primary objectives of the Company in capital management is to ensure that the core capital of the
Company meets the regulatory capital requirement and shall at least equal to the minimum capital adequacy
ratio required by law. The Company follows the regulations enforced by the competent authority for
calculation of the core capital and regulatory capital.

« Capital requirement is estimated on the basis of the risk components and features of the risks the Company
bounds to confront for proper risk management and the optimization allocation of assets so that the
Company has sufficient capital to tackle with the risks.

(2) Capital Management Procedures

The Company maintain an adequate capital adequacy ratio that meets the requirements of the competent
authority. The Companylodges the capital adequacy ratio with the competent authority on a quarterly basis.
The Company possesses Tier I Capital and Tier II capital as equity in accordance with the “Regulations
Governing the Capital Adequacy and Capital Category of Companys” of FSC:

« Tier 1 Capital: Including common stock equity tier 1 capital and other non-common equity tier 1 capital.

- Common stock equity tier 1 capital: Refers to common stock equity (ordinary share capital and share
premium, additional paid-in capital, legal reserve, special reserve, accumulated earnings, non-controlling
interests, other component of equity, and etc.) deducting intangible assets, deferred income tax assets
from the previous year, the insufficiency of operation reserves and loan loss provisions, properties
revaluation increments, unamortized loss on sale of substandard debts and other adjustments prescribed
by other calculation methods and regulations.

- Other non-common equity tier 1 capital: Including non-cumulative perpetual preferred stock and share
premium, non-cumulative perpetual subordinated debt, non-cumulative perpetual preferred stock and
share premium issued by the subsidiary of the Company and not directly or indirectly held by the
Company, and noncumulative perpetual subordinated debt.
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« Tier 2 capital: Includes cumulative perpetual preferred stock and share premium, cumulative perpetual

subordinated debt, convertible subordinated bond, long-term subordinated bond, non-perpetual preferred

stock and share premium, retained earnings increments measured at fair value or revaluation of properties

on the first-time adoption of International Accounting Standards, 45% of gains from increments of

investment property at fair value model and unrealized holding gains of available-for-sale financial assets,

operation reserves and loan loss provisions, cumulative perpetual preferred stock and share premium issued

by the subsidiary of the Company and not directly or indirectly held by the Company, cumulative perpetual

subordinated debt, convertible subordinated bond, long-term subordinated bond, non-perpetual preferred

stock and share premium, and etc.

(3)Capital adequacy ratio

Unit: NT$ Thousand ; %

Item analysis

Year M

December 31, 2018

December 31, 2017

Common stock equity 13,799,228 13,336,546
Other tier 1 capital 534,738 =
Equity Capital
Tier 2 capital 4,270,808 3,424,780
Equity capital 18,604,774 16,761,326
Standards Act 158,684,608 150,145,883
Credit Risk Internal Rating-Based Approach
Asset Securitization
Basic indicator method 6,145,285 6,097,877
RiSk;:;ZEhted Operational Risk | Standards Act / selective Standards Act
Advanced Measurement Approach
Standards Act 3,614,931 1,200,934
Market Risk
Internal model method
Risk-weighted assets 168,444,824 157,444,694
Capital Adequacy Ratio 11.05 10.65
Common stock equity / Risk assets 8.19 8.47
Tier 1 capital / Risk assets 8.51 8.47
Leverage Ratio. 5.11 4.86

Note 1 : The amount of the Company's own capital, weighted risk assets and total risk insurance shall be calculated in accordance with the “Bank Capital

Adequacy and Capital Level Management Measures” and “Description and Table of Calculation Methods for Bank-owned Capital and Risky Assets” .

Note 2 : The annual statement should be filled with the capital adequacy ratio for the current period and the previous period. Except for the current period and the

previous period, the semi-annual financial statements should increase the capital adequacy ratio at the end of the previous year.

Note 3 : The following calculation formula should be listed in this period:

(1)Equity capital = Common stock equity + Other tier 1 capital + Tier 2 capital
(2)Risk-weighted assets = Credit risk-weighted assets + (Operational Risk +Market Risk)Capital accrualx12.5 °

(3)Capital adequacy ratio =Equity capital/ Risk-weighted assets

(4)Ratio of common stock equity to risk assets=Common stock equity / Risk-weighted assets

(5)Ratio of Tier 1 capital to risk assets= (Common stock equity + Other tier 1 capital) / Risk-weighted assets

(6)Leverage Ratio = tier 1 capital / total exposure.
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12.6 Profitability
Unit: %
For the year ended December 31
Items 2018 2017
Return on assets Before income tax 0.18 0.19
After income tax 0.18 0.17
Return on equity Beforelt income tax 3.41 3.74
After income tax 3.35 3.39
Net profit margin 13.70 13.74
Explanation: 1. Return on assets = Income before (after) income tax / average total assets.
2. Return on equity = Income before (after) income tax / average net worth
3. Net profit margin=net income (loss) after income tax / net operating revenue
4. Income before (after) income tax refers to the amount of income for the period from 1 January to the current quarter.
12.7 Others
The balance of loan to Ching Fu Shipbuilding Co., Ltd. and its subsidiaries (hereinafter referred to as “the

Group” ) amounted to NT $1,204 million as of December 31, 2017 (with a principal of $1,190 million and other
$14 million ) due to the debt of the Group turned overdue accounts since January 2018 under law. To hold down
the NPL rate, the Company disposed of bad debts amounting to $763 million (including principal and other) at

the end of December 31, 2018.

13.SUPPLENENTARY DISCLOSURES

13.1 Information on significant transactions

(1) Cumulative purchase or sale of shares in the same investee company in excess of $300 million or 10% of paid-

in capital : None.

2) Acquisition of real estate in excess of $300 million or 10% of paid-in capital : None.
q p p

(3) Disposal of real estate in excess of $300 million or 10% of paid-in capital: None.

(4) Allowance for service fees to related parties in excess of $5 million: None.

(5) Receivables from related parties in excess of $300 million or 10% of the paid-in capital: Appendix 1.

(6) Information on sale of non-performing loans: None.

(7) Type of and other relevant information on securitization instruments approved for issuance in accordance with

the securitization rules governing financial assets and real estate : None.

(8) Other significant transactions sufficient to influence the decisions of financial statement users: None.

13.2 Information on investee companies and total shareholding in investee companies: Appendix 2

13.3 Investments in Mainland China: None.

Appendix 1

Statement of Receivables from Related Parties in Excess of $300 Million or 10% of Paid-in Capital

BANK OF KAOHSIUNG CO., LTD.

December 31, 2018

Unit: NT$ Thousand

Overdue Receivables
. Amount of
Company in from . Allowance
which accounts Balance of Related Parties receivables from for
. Counterparty | Relationship |Receivables from| Turnover Rate related parties
receivables are . . Doubtful
el Related Parties J— Handling subsequently ——
Method collected
Major . As of March 21,
Bank (?f Kaohsiung City|shareholder Notap pl%cable Not 2019,
Kaohsiung, 22,464,937 [to financial None . =
Government  |of the e applicable [$2,101,714 thousand
Ltd. institutions
Company were collected.
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Information;

14.SEGMENT INFORMATION

14.1General Information:

The reportable segments of the Company is strategices business units that provide different products and
services and are capable of generating revenues and incurring expenses. Due to the fact that each strategic
enterprise unit require different technology and marketing strategies, the decision-makers of the Company
separately manages and monitors the operating results of the respective enterprise units in order to make
decisions on resource allocation and performance reviews. The reportable segments are as follows:

(1) DBU, which primarily engages in deposit taking and underwriting of loans in the domestic market.

(2) OBU& Financial Markets Department, which primarily engages in the investment and trading of securities
and offshore deposits and loans.

(3) Other segments, which primarily engages in public treasury, trust, foreign exchange, life insurance and
property insurance businesses.

14.2 Measurement of Segment Information:

The Company decision makers separately monitor the operating results of the respective operating segments
to make decisions on resource allocation and performance reviews. Segment performance is evaluated on the
operating income or loss derived by the segment concerned. Such operating income or loss is measured by
methods consistent with those adopted for the income and expense items in the financial statements.

14.3 Financial Information by Segment

2018 :
terest and service fee income $3,328,266 $1,819,164 $368,875 $— $5,516,305
rom external customers
Ifntere.st and service fee income 1,120,103 . 10 (1,120,113) B
rom internal segments
g;tteerrﬁlﬁds tsoe;lveif: fee paid to (1,857,982) (349,602) (173,418) - (2,381,002)
fﬁgﬁi ?ggr;‘;vtisce fee paid to (10) (1,111,924 (8,179) 1,120,113 —
Other net revenue 35,599 313,362 15,356 364,317
Net revenue $2,625,976 $671,000 $202,644 $ — $3,499,620
Bad debt expense (536,467) (181,510) = = (717,977)
Operating expenses (2,081,552) (83,201) (128,758) = (2,293,511)
Segment profit or loss $7,957 $406,289 $73,886 $— $488,132
Assets
Capital expenditire on $51.485 $ — § — $ — $51,485
Segment assets $156,350,590 $91,697,633 $19,691,999 $258,879 $267,999,101
Segment liabilities $143,377,133 $90,488,194 $19,688,762 $— $253,554,089

(1) Inter-segment revenues and expenses were eliminated.
(2) Segment profit (loss) excluded income tax expense amounting to $8,529 thousand.
(3) Segment assets excluded deferred income tax assets amounting to $258,879 thousand.
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2017 :

Financialilni

Interest and service fee income
from external customers
Interest and service fee income
from internal segments

Interest and service fees paid to
external customers

Interest and service fees paid to
internal segments

Other net revenue

Net revenue
Bad debt expense

Operating expenses

Segment profit or loss

Assets

Capital expenditure on non-current
assets

Segment assets

Segment liabilities

OBU& Finance Adjustment &
DBU Administration Dept. Other Segments Elimination Total

$3,253,108 $1,322,904 $324,379 $ — $4,900,391

937,943 = 440 (938,383) =
(1,573,821) (237,955) (96,380) = (1,908,156)

(440) (830,945) (106,884) 938,269 =

44,778 223,842 31,501 300,121

$2,661,568 $477,846 $153,056 ($114) $3,292,356
(563,291) (26,963) = = (590,254)
(2,043,709) (68,297) (91,474) 114 (2,203,366)

$54,568 $382,586 $61,582 $ — $498,736

$187,996 $ - $ $ — $187,996

$162,085,536 $88,897,244 $12,166,387 $215,018 $263,364,185

$149,340,476 $87,699,287 $12,137,376 $ — $249,177,139

(1) Inter-segment revenues and expenses were eliminated.

(2) Segment profit (loss) excluded income tax expense amounting to $46,320 thousand.

(3) Segment assets excluded deferred income tax assets amounting to $215,018 thousand

14.4 Information by product type:

The company has classified the operation department based on the business division, so it will not disclose
the business information separately.

14.5 Information by geographic location:
1.Revenue from external customers (classified on the basis of the country where the customer is located)

Unit:NTD Thousand
For the year ended December 31
Country 2018 2017
Taiwan $4,119,129 $3,943,266
America 53,318 74,206
Australia 71,152 54,153
United Arab Emirates 34,516 13
Cayman 100,853 40,270
Virgin Islands 129,648 83,537
Other 1,007,689 704,946
Total $5,516,305 $4,900,391
2.Non-current assets
For the year ended December 31
Country 2018 2017
Taiwan $3,123,225 $3,212,801
14.6 Information on major client:
For the year ended December 31
Client 2018 2017
Kaohsiung City Government $127,393 $129,191

6.5 Audited Individual Financial Statements for FY 2018: None.

6.6 Financial Difficulties that Occurred to the Bank of Kaohsiung and the Related Parties for FY
2018 & up to Mar. 2019: None.
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7.1 Analysis of Financial Status
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Unit - NT$ Million

Dec.31,2018 | Dec. 31,2017 ((1122;:22) LingriEaes (eTee) 181D
Items o o Amount ()

Cash and cash equivalents, Due from the CBC and call loans to banks 15,803 17,432 (1,629) (9.34)
Financial assets at fair value through profit or loss 384 1,277 (893) | (Notel) (69.93)
Financial assets at fair value through other comprehensive income 18,366 0 18,366 (Notel) =
Investments in debt instruments at amortized cost 41,342 0 41,342 (Notel) =
Securities purchased under resell agreements 5,243 9,225 (3,982) | (Note2) (43.17)
Receivable, net 2,174 1,152 1,022 (Note3) 88.72
Current income tax assets 19 48 (29) (60.42)
Discounts and loans, net 181,244 175,860 5,384 (Note4) 3.06
Available-for-sale financial assets, net 0 53841 (53,841) (Notel) (100.00)
Other financial assets, net 41 1,102 (1,061) |  (Notel) (96.28)
Properties and equipment, net 2,888 2,940 (52) (1.77)
Intangible assets, net 119 121 2) (1.65)
Deferred income tax assets 259 215 44 20.47
Other assets, net 117 151 (34) (22.52)
Total assets 267,999 263,364 4,635 1.76
Due to the central bank and other banks 8,695 5,923 2,772 (Note5) 46.80
Financial liabilities at fair value through profit or loss 200 1 199 (Note6)  19,900.00
Securities sold under repurchase agreements 10,431 5,367 5,064 (Note7) 94.35
Payables 4,106 3,660 446 12.19
Current income tax liabilities 0 10 (10) (100.00)
Deposits and remittances 223,286 229,749 (6,463) | (Note8) (2.81)
Bonds payables 6,300 4,000 2,300 (Note9) 57.50
Other financial liabilities 0 1 (1) (100.00)
Provisions 433 367 66 17.98
Other liabilities 103 99 4 4.04
Total Liabilities 253,554 249,177 4,377 1.76
Equity
Common stock 10,403 10,032 371 3.70
Capital surplus 1,487 1,658 171) (10.31)
Total Retained Earnings 2,506 2,442 64 2.62
Other Equity interest 49 55 (6) (10.91)
Total Equity 14,445 14,187 258 1.82

Note: In 2018 is the individual financial report, and 2017 is the consolidated financial report. The analysis of the increase and decrease is as follows:

2

.In 2017, TIAS 39 was classified as “measured by fair value through profit and loss”, “sale for sale” and other financial assets, such as “measured by

cost”. The related accounting items of IFRS9 were added in 2018. The financial assets such as “Financial assets at fair value through profit or loss”
and “Financial assets at fair value through other comprehensive income” and “Investments in debt instruments at amortized cost”.

Mainly to reduce the investment of low-yield coupons and bonds.

Mainly due to the increase in medium-term lending.
Mainly due to the increase in interbank placements.
Mainly due to the increase in foreign exchange.

VXN B LN

Mainly due to the reduction of time deposits.
Mainly to increase the issuance of financial bonds in 2018.

Mainly due to the increase in interest receivable and receivables for receivable securities.

Mainly to increase the purchase of bonds (foreign government bonds, foreign corporate bonds and foreign financial bonds).




7.2 Analysis of Financial Results
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Unit : NT$ Million

FY Jan. 1~Dec. | Jan. 1~Dec. ((11222222) Increase (decrease)
Ttems 31,2018 31,2017 Amount Rate (%)
Interest income 4,962 4,389 573 | (Notel) 13.06
Less: interest expense (2,330) (1,854) 476 | (Note2) 25.67
Net interest income 2,632 2,535 97 3.83
Net revenues other than interest 868 757 111 14.66
Total net revenues 3,500 3,292 208 6.32
gj:r;ilf:etsexpenses and provision for losses on commitments and 718) (590) 128 | (Note3) 21.70
Operating expenses (2,294) (2,203) 91 4.13
Income before income tax 488 499 (11) (2.20)
Income tax benefit (expense) ®) 47) 39) (82.98)
Net income for the period — operating department 480 452 28 6.19
Net income for the period —non-operating department 0 0 0 =
Net income for the period 480 452 28 6.19
Other comprehensive income, net of tax (259) 72 (331) | (Noted) (459.72)
Total comprehensive income for the period 221 524 (303) | (Note4) (57.82)
Earnings per share (dollars) 0.46 0.45 0.01 2.22

Note: In 2018 is the individual financial report, and 2017 is the consolidated financial report. The analysis of the increase and decrease is as follows:

1. Mainly due to the increase in interest income from discount and lending and investment securities.

2. Mainly due to the increase in interest charges on deposits and buy-back securities.

3. The main reason is to strengthen the financial structure. In 2018, the increase in allowances for bad debts will result in the deposit of “debt

and expense guarantees”, which is higher than that in 2017.

4. The assessment of losses by equity instruments measured at fair value through other comprehensive gains and losses and the increase in
impairment losses of debt instruments measured at fair value through other comprehensive gains and losses.

7.3 Analysis of Cash Flow

7.3.1 Cash Flow Analysis for the Past Two Years

Unit * %
FY Increase (decrease)
2018 201
Items ! Rate(%)
Cash flow ratio (%) Notel 54.83 =
Cash flow adequacy ratio (%) Note2 Note2 —
Cash flow satisfied ratio (%) Notel 5,194.97 =

Note : 1. The cash flow from operation in 2018 was net outflow.

2. The cash flow from operation in the last 5 years was net outflow.
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7.3.2 Next Year Cash Flow Analysis

Unit : NT$ Million

Estimated Cash and | Estimated Net Cash Estimated Cash Cash Surplus Leverage of Cash Deficit
Cash Equivalents, Flow (Used) by Outflow (3) (Deficit) ) ]
Beginning of Year (1) |Operating Activities (2) (I)+()-(3) |Investment Plans | Financing Plans

14,979 (2,393) (446) 12,140 — —

Note : 1. Analysis of changes in cash flow estimates next year:
(1) Operating activities: Due to the increases in loan and bond investment
(2) Investing and financing activities: Estimated acquisition of equipment and intangible assets and the issuance of cash dividends.
2. Correction action for deficit in cash and liquidity analyses:
(1) Investing plans: None.
(2) Financing plans: None.

7.4 The Impact of Major Capital Expenditures on Financial Operations in FY 2018: None.

7.5 Investment Policy in Last Year, Main Causes for Profits or Losses, Improvement Plans and the
Investment Plan for the Coming Year.

7.5.1 Investment policy for 2018 and investment plans for the next year:

In 2018, 179,123 shares of Investment Financial Information Service Co., Ltd. were added. In the
future, the Bank will continue to observe and understand the market development trend. We will continue to
observe and understand the market development trend. We will conduct investment transfer within the scope
permitted by the Act after we have carefully assessed the cost-effectiveness of our business and overall industry
development needs.

7.5.2 The Gain on the Transfer Investment in the Last Two Years

Unit * NTS$ Million

TENY Amount of profit Source of profit

2018 75 Cash dividends and directors' compensation.

Recognition of investment gains and losses, disposal of interests, cash dividends

AU RN, and directors' compensation.

Note : 1. The investment income of the two subsidiaries including “Kaohsiung Bank General Insurance Agency Co., Ltd.” and “Kaohsiung
Bank Insurance Agency Co., Ltd.” was NT$36 million.

2. OnJan. 23, 2108, the "Insurance Agency Dept." was established to merge and replace two subsidiaries.

7.5.3 The Loss on the Transfer Investment in the Last Two Years: None
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7.6 Analysis & Evaluation of Risk Management

7.6.1 Qualitative and Quantitative Information of the Various Risks

I . Credit risks management system and capital charge.

(1) Credit risks management system:

FY 2018

Items

Contents

1. Credit risks
strategy, target,
policy and flow.

B Strategy

The Bank adopts stable credit extension strategies, adjust local finance, help public works, boost
industrial and commercial development, strengthen financing to small- and medium-size enterprises,
upgrade credit extension quality and achieve the Bank’s purpose and business objectives. To
increase the profit margin and take risk into account, business strategies should be included in annual
operational plans (Ex. increase guarantee fund guarantee credit extension transferred by small-and
medium-size enterprises and loans to city governments), and adjusts its loan portfolio from time to
time in response to future political and economic developments.

B Target

The Bank’s credit risk management objective is to establish the credit risk management mechanism
recognized and complied with throughout the Bank, to identify, measure and control the credit risk
to be borne by the Bank, ensure that the Bank’s credit risk is maintained within the tolerable extent,
maintain the balance between the credit risk and remuneration borne by the Bank and keep the
adequate credit risk capital to manage the Bank’s credit risk stably.

M Policy

In order to fulfill the Bank’s credit risk management strategies, the Bank defines the following relevant

credit risk management policies and regulations:
@ Investigation/credit extension procedure: Stipulate the procedure to standardize the review
procedure for credit extension applications, strengthen the internal management and upgrade the
service efficiency.
@ Approving authority: Stipulate the approving authority for credit extension cases, and provide the
relevant licensing standards and approving procedure with respect to the change of credit extension
terms to achieve the divisional responsibility and shorten the credit extension procedure.
@ Limit of credit extension: Sets the limit of credit extension and combined credit llimit with respect
to counterparts, industries, territories and nations, and plans and controls the credit extension
portfolio in a timely manner lower credit extension risk.
@ Risk pricing: Determine cost of risk that corresponds to internal rating of customers, and put into
pricing of products.
@ Post-loan management and risk control: The follow-up and appraisal case by case upon granting
the loans, so that it might take appropriate steps to protect the credit right, if necessary.
® Audit on loans: Audit on the compliance with review procedure and laws and regulations about
credit investigation procedure for loaning.

® Reexamine credit extension: The credit extension and reexamination are handled by different
persons. According to the extent of risk exposure, periodic and irregular reexamination on credit
extension shall be conducted in writing or in the form of on-site survey, to verify whether the
credit extension customers may utilize the loan truly in accordance with the original plan and
perform the contract and other agreements. Additionally, the branch’s location, international
economic condition and change in local political and economic condition are also the reference
for frequency of the recheck.

® Control of credit extension quality: The Bank’s business supervising entities supervise and
control business entities, overestimated extension credit.

@ NPL management: Apart from stringent collection procedures and allowances for overdue loans
pursuant to the competent authority’s laws and regulations, in order to accelerate clearing NPL, the
Bank also defines the guidelines governing the sale of NPL.
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Contents

@ Accounting management: The credit extension accounting and archive are handled by the dedicated
persons, and the procedure for documentation and archive is defined.

B Flow

The Bank’s credit risk management procedures are categorized as identification, measurement,

communication and control:

@ Identification :
Source of credit risk, including borrowers’ default risk, deterioration of credit rating, collateral
devaluation, the defaults of financial derivative issuers or counterparties etc. The identification of
credit risk must also account for internal operations and changes in the external environment when
determining proper risk factors.
The Bank’s credit risk management procedures require that each business entity should verify the
credit risk involved therein before underwriting any business, and also identify the possibility of
breach in the process of credit extension, investment or transaction.

€ Measurement :
Depending on the trading counterpart, purpose of capital, source of repayment, protection of credit
right and prospect of borrowers, the Bank collects credit information and evaluates the credit
extension applications. Also, the Bank establishes an internal rating system to properly assess
and monitor customers’ credit risks. Major factors of credit assessment include: internal ratings,
external ratings, loss given default, the exposure, the likelihood of asset impairment, the statutory
capital etc.

€ Communication :
Risk management units report regularly to senior executives all information relating to credit risk
management. This information is also communicated to the board of directors and disclosed to the
public on a regular basis.

@ Monitor and Controlling *
The scope of credit risk management covers credit risks arising from all on-balance sheets as well
as off-balance sheet items. Through information systems, the Bank monitors and manages various
limits imposed on credit assets to ensure that credit asset composition, concentration, and large
exposures are within manageable levels.
The credit risk monitoring mechanism of the Bank includes credit risk management, concentration
and limit management, collateral value assessment, asset quality management, post-lending
management, exceptional loan management, and investment risk management.

2. Credit risks
management
organization and
strucure.

The Bank’s credit risk management organization and structure as following:

@ Board of Directors: authorize the important credit risk policies according to the entire operating
strategies and business environment to ensure the effective operation of credit risk management,
which is the supreme policy-making entity of the Bank’s credit risk management.

@ Asset and liability and risk management committee: Drafting and reviewing financial improvement
plans and management matters related to asset and liability and risk management matter, such as the
review of capital adequacy ratio, capital increase, issue of financial bonds.

@ Credit Evaluation Committee: responsible for evaluating credit applications that require levels of
approval authority higher (inclusive) than Deputy General Managers.

@ Investment Evaluation Committee: responsible for evaluating the investment in securities.

@ Risk Management Dept.: responsible for integrating the Bank’s credit risk management operation,
executing the credit risk management monitoring for the entire bank, summarizing the Bank’s credit
risk management information and reporting it to the Asset and Liability and Risk Management
Committee and the Board of Directors periodically, and handling the credit risk capital charge and
disclosure of information pursuant to the competent authority’s requirements.

@ Business Supervising Entities: Executing the credit risk policies approved by the Board, being
responsible for the credit risk control of the operation it is in charge of, knowing the credit risk of
the business handled by them, include the risk management when defining the various business
requirements, and managing and supervising the business entities’ execution of business, and helping
Risk Management Dept. to complete the control of the Bank’s credit risk.
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@ Business Entities: Comply with the Bank’s credit investigation, credit extension and credit risk
management requirements to engage in the routines for credit risk management, confirm the accuracy
and sufficiency of the information, and report to the various business supervising entities or Risk
Management Division pursuant to the requirements.

3. Report of credit
risks, scope
and features of
measuring system.

(1) E-Loan System

The establishment of the E-Loan system started in connection with credit information system

provided by the Joint Credit Information Center, the check inquiry system of Taiwan Clearing House,

and land administration database. Since E-Loan performs analyses based on borrowers’ historical risk
factors stored in system database, the system make it possible to manage credit risks using statistical
management.

(2) Internal Rating System

The Corporate Banking segment adopted an expert model scorecard for credit rating, while the

Consumer Banking segment adopted a personal credit rating scorecard. These scorecards were

developed by the Credit Assessment Department of the Bank’s Credit Administration Division based

on fundamental credit theories, and historical experience characteristics of the financial status of
borrowers, operation management, as well as industry characteristics and outlooks are also taken into
consideration for a complete credit assessment and effective segregation of customers’ risk grades.

(3) External Rating System

The Taiwan Corporate Risk Index (TCRI) published by Taiwan Economic Journal (TEJ) is used to

evaluate the credit risks of companies listed on Taiwan Stock Exchange, GreTai Securities Market,

Emerging Stock Market, and other stock exchanges.

(4) Management of Concentration risk

The Bank regularly and irregularly monitors credit risk exposures through various perspectives based

on risk management reports. Caps were imposed to ensure close monitoring of concentration risk.

Risk orientations of regular monitoring include: National risks, corporate loan credit rating

distributions, large amount credits, industry types, bank law suitability ratio, real estate secured loan

area distribution, same borrower, same affiliate enterprise and group enterprise, etc.
(5) Stress Testing

A. The Bank set the “Minor” and “Severe” pressure scenario based on the overall economic
environment (e.g. economic growth rate, unemployment rate and house price), corporate banking
(operating revenue of public non-electronic/electronic manufacturers/service suppliers, and
operating revenue of non-public non-electronic/electronic manufacturers/service suppliers),
and consumer banking (e.g. collateral for real estate in various districts, house price in various
districts, revenue of military, government officer and teacher, and revenue of advantaged/general/
disadvantaged groups in the market).

B. Structure the risk based on the loans to sale ratio, full security ratio, CLTV and DBR.

C. The expected loan, credit derivative products and investment loss is estimated by multiplying
by PD provided by JCIC and LGD and EAD of the Bank (PD x LGD x EAD) to complete the
pressure test and evaluate the Bank’s ability to tolerate loss.

Risk Management Division will conduct a pressure test each year, and submit the pressure test report to
Board of Directors for approval, and then to FSC.

Monthly credit risk monitoring results reported Assets and Liabilities and Risk Management Committee.
The credit risk monitoring quarterly results reported Assets and Liabilities and Risk Management
Committee and the Board of Directors.

4. Credit risk
hedging or risk
mitigation policy,
and strategies and
procedures for
continuous validity
of supervision,
avoidance and risk
mitigation tools.

(1) Collateral Management
The Bank has established policies and limits relating to the categories and quantities of collaterals,
and the exposures they are permitted to secure. These collaterals are revalued through proper
procedures and are inspected on a regular or irregular basis. In addition, the Bank performs due
diligence assessments on the coverage and legality of guarantees provided by guarantor over debt
entitlements to ensure the effectiveness of credit guarantees, which also forms part of a credit
decision.

(2) Post-Lending Management
The Bank conducts regular credit reviews on approved credit cases. Customers of different risk grades
are subject to varying extents and frequencies of reviews and limit caps. These regular reviews
facilitate the Bank’s apprehension and response over changes in customers’ risks.

F2015
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Contents

(3) External Credit Guarantees
Lending to small and medium enterprises with weaker credit quality or insufficient collateral may
be enhanced through the guarantees of the “Small and Medium Enterprise Credit Guarantee Fund”.
According to The Banking Law, credit guarantee institutions approved by the government may
provide guarantees for the benefit of Bank.

(4) Credit risk Audit Policy
The internal audit unit performs regular audits over the progress and process of credit product
initiation, credit policy establishment, credit assessments, debt management etc to properly monitor
credit risk.

5. Method adopted
for providing
statutory capital.

The Standardized Approach.

(i1) Exposure and capital charge after risk mitigation under the credit risk standard approach

March 31, 2019

Unit © NT$ Million

Items Exposure after Risk Mitigation Capital Charge
Sovereign country 44,197 21
Non-central government public sector 21,191 339
Banks (including multi-development banks) 19,084 547
Enterprise (including securities and insurance) 92,741 7,093
Retail exposure 46,331 2,815
Real estate for residential 28,161 1,470
Equity securities investments 6 1
Other assets 5,964 326
Total 257,675 12,611

II. Asset Securitization Risk Management System, Exposure and Capital Charge:

(1) Securitization risk management system:

FY 2018

Items Contents

1. Asset securitization risk management strategy and flow. The Bank only engages in the investing activities with respect

to asset securitization products, and never played the role
of founding bank, service organization, credit enhancement
organization or liquidity financing provider. The investment
policies and management procedure with respect to asset
securitization products shall be managed in accordance with
the Bank’s rules for management of marketable securities.
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Contents

2. Asset securitization risk organization and structure.

The Bank executes control and reports on the credit risks,
operational risks, market risks, interest rate risks, and liquidity
risks that could be generated from investment activities
in securitized instruments pursuant to the management
organization and structure stated in the “Risk Management
Policies and Procedures” of The Bank.

3. Asset securitization risk scope and features of managing
report, measuring system.

The Bank regularly performs risk evaluations on securitized
instruments and reports them to high-ranking supervisors.

4. Asset securitization risk hedging or risk mitigation policy,
and strategies and procedures for continuous validity of
supervision, avoidance and risk mitigation tools.

The Bank never played the role of the originator bank or
liquidity financing provider and, therefore, has not yet
developed any policies related to the asset securitization
hedging or risk reduction. If the Bank wishes to engage in said
business, it is necessary to define the relevant management
policies first.

5. Methods adopted to legal capital charge.

The Standardized Approach.

6. General qualitative disclosure requirements, comprising:

(1) The purpose of engaging in asset securitization activities,
and banks engaged in re-securitization activities and
risks borne by the type reserved.

(2) Other assets securitized risks (eg liquidity risk) inherent.

(3) Asset securitization process, banks play a variety of roles,
and the degree of participation of banks in each process.

(4)Describe changes in the credit and market risk of
securitization exposures involved in the monitoring
process adopted.

(5) The Bank at risk securitization and re-securitization of
credits reserved, the use of credit risk.

None.

7. Summary of bank securitization accounting policies.

None.

8. In the banking book, the securitization used external rating
agency (ECAI) name, and its use in the case of securitization
exposures for each class.

None.

9. Interpretation (such as asset moves in the inter-bank book
and the trading book) any material changes since the last
reporting period of quantitative information.

None.

Note : Items 6 to 9 are only required to be filled out by the founding bank that is currently in circulation.

(11) Securitization: None.

(ii1) Exposure and capital charge after securitization risk by type of trading: None.
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IIl. Operational Risks Management System and Capital Charge

(1) Operational risks management system:

FY 2018

Item

Contents

1. Operational risks
management strategy
and flow.

B Strategy

Through the establishment of an operational risk management system, the Bank seeks to quantify
and formalize operational risk management as part of sound corporate governance. The Bank
monitors operational risks of its various business activities through proper risk management
policies, procedures, and tools in an attempt to minimize potential losses, strengthen our
business foundation, and increase shareholders’ equity.

M Flow

Through operational risk data collection, key risk indicators system (KRI) and operational risk

control self-assessments (RCSA), the Banks seeks to enhance operational risk identification,

measurement, communication and control to reduce operational risk, and deliver higher service

quality.

@ Identity :
Business units are responsible of identifying, assessing, and reporting the potential risks
within the Bank’s operating procedures. If the evaluation result shows a high-risk level,
it is necessary to explore the root cause and propose “correction action”, and propose
countermeasure against the loss of specific amount to prevent, control or reduce the
operational risk.

@ Measure :
Ensure systematic collection of loss events data, key risk indicators system, risk control
self-assessments, establishment of a loss database, collection of key indictor data, and risk
assessment of core businesses to facilitate effective documentation, evaluation, analysis, and
management of operational risks.

@ Communication :
In the occurrence of an operational risk event, the unit where the event has occurred must
report promptly the area of responsibility and the nature of event through proper procedures.
The risk management unit consolidates operational risk management information regularly
from various sources and compiles operational risk analysis reports.

@ Monitor and Controlling :
Gain an understanding of operational risk exposures through analyses of quarterly loss
statistics; produce regular operational risk reports for each business unit to supervise
rectification within their areas of responsibility, and to strengthen the Bank’s business
foundation.

2. Operational risks
management
organization and
structure.

The Bank’s operating risk management organization and structure as following:

2

*

2

*

Board of Directors: authorize the important Operational risks policies according to the entire
operating strategies and business environment to ensure the effective operation of credit risk
management, which is the supreme policy-making entity of the Bank’s credit risk management.
Asset and liability and risk management committee: Drafting and reviewing financial
improvement plans and management matters related to asset and liability and risk management
matter, such as the review of capital adequacy ratio, capital increase, issue of financial bonds.
Business R&D Taskforce: responsible for the renovation projects, research and suggestions of
the Bank’s businesses.

Risk Management Dept.: responsible for integrating the Bank’s operational risks, summarizing
the Bank’s operational risks management information and reporting it to Board of Directors
periodically, and handling the operational risks capital charge and disclosure of information
pursuant to the competent authority’s requirements.

Business Supervising Entities: know the operational risks of the business handled by them,
include the risk management when defining the various business requirements, and managing
and supervising the business entities’ execution of business, and helping Risk Management
Dept. complete the control of the Bank’s Operational risks.

Business Entities: comply with the relevant operational guidelines and internal control
regulations to engage in the routines for operating risk management, confirm the accuracy and
sufficiency of the information, and report to the various business supervising entities or Risk
Management Dept. pursuant to the requirements.
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Item

Contents

3. Operational risks scope
and features of managing
report, measuring
system.

The Bank incorporates the three functions of “Collection of loss data”, “key risk indicators

system”, and “operational risk control self-assessments” to enhance operational risk management.

(1) Loss Data Collection(LDC)
The Bank uses the system to gather loss incidents and classifies them according to eight major
business categories and seven major loss incident types. The Bank assesses the impact of the
incident, amount of loss, the expense involved, the amount of recovery, and the net loss, as the
basis for improvement.

(2) Key Risk Indicator (KRI)
The system captures major indicators across 5 areas (internal operations, personnel, system,
external events, and overall) at various frequencies of observation (monthly, quarterly, semi-
annually, and annually) and analyzes operational risks by monitoring statistical changes through
time.

(3) Risk Control Self-Assessment (RCSA)
Evaluating past experience through the RCSA system used by all units, the Bank's core business
units, including deposits, credit, foreign exchange, financial management, financial market
operations, international finance, wealth management, trusts, insurance agents, accounting,
information, public accounts and trusts, legal compliance and credit cards ect. perform self-
assessments at each risk control point based on practical experience, with specific emphasis
on “frequency of occurrence” and “magnitude of impact (including financial and non-financial
losses).” The information system automatically calculates risk scores and assigns high, medium,
and low level monitoring according to the risk matrix. If the result of the evaluation is in the
high-risk category, the Bank should investigate the reason of the risk, propose an improvement
plan, and prevent operational risk losses.

In the occurrence of an operational risk event, the unit where the event has occurred must report

promptly the area of responsibility and the nature of event through proper procedures to each

management personnel.

The risk management unit analyzes and compiles data reported by business units, operational risk

events collected by the loss event database, key risk statistics from the key risk indicators system,

and self-assessment results and reports to senior executives. These reports will be disseminated to

the relevant business unit supervisors and provide the basis for future rectification.

Monthly credit risk monitoring results reported Assets and Liabilities and Risk Management

Committee.

The credit risk monitoring quarterly results reported Assets and Liabilities and Risk Management

Committee and the Board of Directors.

4. Operational risk hedging
or risk mitigation
policy, and strategies
and procedures for
continuous validity of
supervision, avoidance
and risk mitigation tools.

B Categorize operational risk according to business procedures. Identify the main factors of risk
formation through risk descriptions.

B Assess risks based on “frequency of occurrence” and “magnitude of impact (including financial
and non-financial losses)” and impose control measures to manage risk.

B Assess risks on a regular basis. Appropriate measures must be taken and the Board of Directors
must be informed immediately upon the discovery of major exposures capable of jeopardizing
the Bank’s financial position, business operations, or regulatory compliance.

B Mitigate risks against proper uses of insurance instruments. Establish emergency responsive
tactics to ensure business continuity in the occurrence of extraordinary events.

5. Methods adopted to legal
capital charge.

Basic indicator approach.

(11) Operational Risks Capital Charge

Unit : NT$ Million

FY Gross Income Capital Charge
2018 3,359
2017 3,217
2016 3,256
Total 9,832 492

Risk] anagemet LF\Y‘_),!)J 3
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IV. Market Risks Management System and Capital Charge

(1) Market risks management system:

FY 2018

Items

Contents

1. Market risks
management strategy
and flow

B Strategy

Adhering to the trading strategies of safety, liquidity, profitability and dispersion of risk, the Bank

establishes the market risk management mechanism recognized and complied with throughout

the Bank, to identify, measure and control the market risk to be borne by the Bank, and keep the

adequate market risk capital to manage the Bank’s market risk stably.

M Flow

@ Identify :
Market risks of financial products and trading activities involved in every business must
be comprehended prior to initiation.The scope of risk identification covers the positions of
interest rate and equity secutities in trading books and the positions of foreign exchange and
commodities. Risk factors include interest rate, exchange rate, stock price and commodity price.

@ Measure :
The values at risk (VaR), VaR ratios, VaR to net equity ratio,  of equity stocks and funds,
unrealized gains/losses of trading book positions, and duration of interest-based instruments
including various financial instruments and investment portfolios are assessed regularly
according to the basic assumptions and market risk evaluation methods (historical simulation)
stipulated by the new Basel Capital Accord and the Financial Supervisory Commission. DVO1
is used to determine changes to gains/losses on interest-based instrument portfolios given a 1bp
(0.01%) change in the interest rate.

€ Communication :
The Bank’s risk management personnel shall report market risk management information
including investment portfolio composition, limit management, exposure, VaR, and unrealized
gains/losses etc to management personnel to facilitate decision making.
The Risk Management Department collects various market risk management information,
holds the investment balance, and evaluates the profit and loss. The “risk assessment report” is
prepared and reported to the board of directors after being reviewed and approved by the Asset
and Liability Management Committee.

@ Monitor and Controlling :
The Bank’s market risk management unit is independent of the trading unit, and reports regularly
to the Asset and Liability Risk Management Committee the utilization of market various risk
caps.
The Bank defines the control mechanism over limit management, and evaluates the income
of invested objects and reports it to the management to prevent the excess in limits, and takes
the measures to realize the profit, stop loss or reduce exposure depending on any change in the
market price.

2. Market risks
management
organization and
structure

The market risks management organization and structure include Board of Directors, Assets &
Liabilities and risk Management Committee, Investment Evaluation Committee, Risk Management
Dept., and business supervising entities, which are specified as following:

@ Board of Directors: authorize the important market risks policies according to the entire operating
strategies and business environment to ensure the effective operation of credit risk management,
which is the supreme policy-making entity of the Bank’s credit risk management.

@ Assets & Liabilities and Risk Management Committee: responsible for utilization of capital in NTD
and foreign currencies, capital utilization plans and interest rate sensitivity analysis, strengthening
the comprehensive assets & liabilities management, adjusting the operating policies in a timely
manner, and seeking stable earnings and growth.

@ Investment Evaluation Committee: responsible for evaluating the investment in securities.

@ Risk Management Dept.: To be responsible for the Bank’s overall Market risk management
operation, summarizing the Bank’s market risks management information and reporting it to Board
of Directors periodically, and handling the market risks capital charge and disclosure of information
pursuant to the competent authority’s requirements.
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Items Contents

@ Business Supervising Entities: know the market risks of the business handled by them, include the
risk management when defining the various business requirements, and managing and supervising
the business entities’ execution of business, and helping Risk Management Dept. complete the
control of the Bank’s Operational risks.

3. Market risks scope (1) The Bank adopted the statistical model of the VaR evaluation system published by the Taiwan

and features of Economic Journal (TEJ), and the Bloomberg system to develop an independent, rational, and

managing report, accurate risk quantification mechanism. This model is used to evaluate the exposure and VaR

measuring system of financial instruments and investment portfolios under the trading book. Descriptions are as
follows:

B Calculation of VaR is reference to the assumptions of the New Basel Capital Accord and the
Financial Supervisory Commission:
B 99% one-tail confidence level.
B One year of historical observations.
B Holding periods of 10 business days.
B Risk evaluation methods
B VaR is evaluated by Historical simulation
B Sensitivity analysis on risk factors and Trend analysis
B Quantified assessment coverage
B VaR.
B VaR ratio.
B Average VaR to net equity ratio
B [} of equity stocks and funds.
B Duration » DVOI.
(2) Pressure test
Set the “Minor” and “Severe” pressure scenario for “domestic” and “foreign” equity securities,
trading book of interest rate, gold and foreign exchange rate and commodities to evaluate the
expected investment loss under minor and severe scenario and evaluate the Bank’s ability to tolerate
loss. Risk Management Division will conduct a pressure test each year, and submit the pressure test
report to Board of Directors for approval, and then to the FSC.

4. Market risk hedging | € Avoid over-exposure by evaluating the rationality of risk-return trade-off, based on historical VaR

or risk mitigation and VaR ratios, and the average real commodity yield.

policy, and strategies | ¢ In accordance with the Bank’s limit and market risk management mechanism and policies, if the
and procedures for market risk exposure is attained and some proper actions need to be taken, the Bank will take the
continuous validity trading strategies to reduce exposure to a manageable level, e.g. sell call option, put option, write-
of supervision, off or swap.

avoidance and risk
mitigation tools

5. Methods adopted to | The Standardized Approach.
legal capital charge.

(11) Market risk capital charge

Unit: NT$ Million at 2019.3.31

Items Capital Charge

Interest rate risks 241
Equity exposure risks 82
Foreign exchange risks 10
Product risks 0
Total 333
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V. Liquidity Risks

(i) Maturity analysis of assets and liabilities :
A. Analyses of the Structure of the Maturity Date (NT$) as follows: Please refer to page 164.
B. Analyses of the Structure of the Maturity Date (US$) as follows: Please refer to page164.
(i) Methods to manage the asset liquidity and funds gap liquidity

To help manage interest rate risk and liquidity risk, ensure the ability to pay, maintain financial
stability and strengthen the ability to respond to emergencies, BOK enacts the “Guidelines for Interest
Rate Risk and Liquidity Risk Management” with respect to NT$ and major foreign currencies of which the
liabilities account for more than 5% of all foreign currency liabilities. Short-term liquidity is monitored on
a monthly basis based on the liquidity coverage ratio (LCR). The net stable capital ratio (NSFR) is used to
monitor the long-term (more than one year) funding sources to support the extent of long-term capital use.

In order to stabilize long-term profitability and maintain business growth, the Bank adopts a
management strategy between active and defensive and defines various management indicators to measure
and control NTD cash flow gap of various tenors, required reserve ratio, liquid reserve ratio, loans to deposits
ratio, liabilities purchased (issuance of negotiable certificates of deposit) and deposits ratio, to control the
various indicators within the required scope at any time, and prepare and submit daily, monthly or quarterly
statements to the management for review.

7.6.2 The Impact of International and Domestic Policies, Regulatory Changes on the Bank Financial & Business and

the Responsive Measures

Changes

Impact

Responsive Measures

Financial Supervisory Commission

Jin Guan Yin Guo Zi No. 10702712280
Amendment to some provisions of

the “Implementation Measures for
Financial Holding Companies and the
Internal Control and Auditing System
of the Banking Industry”.

It is stipulated that the banking
industry should establish an internal
reporting system, and the units
designated by the head office to
exercise independence should be
responsible for the handling and
investigation of the cases; the
banking industry should set up
information security special units
and supervisors, and be responsible
for the relevant work of the capital
security, and The update of the
banking industry should strengthen
the provisions of information
security education and training.

It has been revised to amend the Bank's
"Implementation Guidelines for the
Implementation of the Enforcement
System", the "Code of Practice for
Information Business and Security
Policy", the "Code of Practice for
Corporate Governance" and the new
"Measures for Handling Standards for
Reporting Cases".

Ministry of Finance

Tai Cai Ji Zi No. 10624518960
"Financial Institutions Implement
Joint Declaration and Due Diligence
Operations".

Tai Cai Ji Zi No. 10624519000 Order
"Tax Agreement Agreement Tax Use
Information Exchange Operation
Method".

Financial institutions in China
shall be required to conduct due
diligence on the exchange of
financial account information for
tax purposes, and report to the tax
collection and collection authority
on the tax account financial account
information of the occupants of the
applicant country.

Has completed the CRS Act operation
process import and education training,
and has completed the operation of the
“New Account” applicable CRS Act
and the revision of the deed document
form for each business, and the units of
the Circular have been activated since
January 2, 2019. In order to carry out
the new account identification review
operation in accordance with the relevant
provisions of CRS.
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Changes

Impact

Responsive Measures

Financial Supervisory Commission
Jin Guan Yin Fa Zi No.

No. 10702734370Part of the
"Guidelines for the preparation of
financial statements of publicly issued
banks" and the format of Article 20

A new "Use Rights Asset" and
"Lease Liability" items will

be added and a list of related
accounting items will be added.

The business processing manual -
accounting and accounting systems have
been revised.

Financial Supervisory

Jin Guan Bao Zong Zi No
10704566001 Amend the
"Implementation Measures for the
Internal Control Auditing System and
the Soliciting and Handling System of
Insurance Agents' Insurance Brokers".

The amendments to the internal
control specifications focus on the
relevant operations of soliciting
or invoking the insurance contract
and clarifying the appointment,
dismissal or transfer of audit
and audit reports of the bank
auditors, etc., in accordance with
the provisions of the “Finance
Holding Company and the Internal
Control and Auditing System
Implementation System of the
Banking Industry” The bank that
handles and operates the insurance
agent business shall have a
statement of the internal control
system of its insurance business and
the same statement of the internal
control system of the banking
industry.

It has been revised to revise the Bank's
“Guidelines for the Implementation of
the Internal Control Auditing System and
the Soliciting and Handling System for
Insurance Agency Business”.

Financial Supervisory Commission
Jin Guan Yin Fa Zi No.

10702745220 Order Amend the
"Measures for Financial Institutions to
Prevent Money Laundering".

Financial Supervisory Commission

Jin Guan Yin Fa Zi No.
10702745350Amend Article 3 of the
“Measures for Financial Institutions
to Notice the Interests and Locations
of Property or Property Subject to
Designated Sanctions”.

Financial institutions should
establish a system of internal
control and auditing of money
laundering prevention and control
according to the risk of money
laundering and risk of terrorism and
the scale of business.

It has been revised to revise the Bank's
business processing manual.

Financial Supervisory Commission
Jin Guan Yin Fa Zi No.

10702147770Amend the
"Relationships between domestic bank
capital adequacy and risk management
information."

The new regulations are disclosed
in IFRS9 accounting subjects
to improve the correctness and
completeness of information.

It has been amended to revise the
information disclosed in the statutory
public disclosure of the Bank - "Capital
Adequacy and Risk Management Zone".
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7.6.3 The Impact of Technology Development and Industrial Changes on the Bank Finance & Business and the
Responsive Measures.

Changes Impact Responsive Measures

The arrival of digital | The Bank also endeavors to offer | 1. Launched the new "High Banking e-Point APP" in 2018 to
Finance diversified e-banking services to elevate | provide more convenient mobile banking services, provide
customer convenience, thereby facilitating | more types of trading functions, convenient operation
the Bank’s business development and| interface and architecture, and support diverse mobile
increasing its competitiveness. devices.

2. Expand the mobile payment service through the FISC
Taiwan Pay QR Code platform, and add the Taiwan Pay scan
code transfer, tax payment and consumer shopping services
to the Mobile Bank App. The payment application scenarios
cover food, clothing, housing, transportation and education.
In addition, in response to the government's policy of
promoting paperless invoices, the company has added the
ability to set/present electronic barcode invoices.

3. Cooperate with “JKOPAY” and “Line Pay iPASS” to
provide the Bank's customer action payment experience,
penetrate its daily consumption habits, and increase
customer satisfaction by using the Bank's credit card or

deposit account link payment. The adhesion of the bank.

7.6.4 The Impact of Image Change on the Bank and the Responsive Measures.

The Bank shakes off the stiff operation as a state-run bank since the Bank was privatized. The operating
policy has been made more flexible and with better assets quality. In response to the severe competition in the
economic environment and financial markets, the Bank intend to reinforce operating constitution continuously
and to reach another peak in business with a good image and professional operating decision and method..

7.6.5 Expected Benefit, Potential Risk of Future Merger and the Responsive Measures - None.

7.6.6 Expected Benefit and Potential Risk of Expanding Business Locations
We will have business locations set up nationwide to improve our operating effectiveness and generate
profits. The risk of damaging the operating constitution due to the setup of new branch offices is also
considered.

7.6.7 Risk of Centralized Business Operation
Centralized business faces the challenge of credit risk, market risk, and operational risk. For the sake of
reducing the impact of the risks, the risk is to be decentralized through the mechanism of a business station,
source of customers, and diversified product lines.

7.6.8 The Impact and Risk of Business Ownership Change on the Bank: None.

7.6.9 The Impact, Risk and countermeasures of whom’ equity change on the Bank, Directors, Supervisors, the
Shareholder Owns more than 1% of the Bank’s Outstanding Shares, there was large transfer or change of
equity:

I . The Impact and Risk of large transfer or change of equity: For many years, our directors, the shareholder
owns more than 1% of the bank’s outstanding Shares, there was no large transfer or change of equity. Thus,
there is no impact on operation or risk on the Bank.

IT. Countermeasures: If there was a transfer, it shall be processed in the manner according to article 25 of “The
Banking Act of the Republic of China”.
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7.6.10 Litigated or Non-Litigated Events

|V
ISkManagement

In addition to the following cases and law suits deriving from operation, The Bank has no other law suits

or non-contentious cases of significance.

The facts

The amount involved

Date of action

Progress

Remark

The claim for the loss
inflicted by the 3 cases of
fraud committed by former
banking staff of BOK with
First Property Insurance
on employee honesty
insurance was rejected for
reason that the incidents
were uninsurable. A legal
proceeding was instituted
against First Property
Insurance on the claim.

NT$36,321,000 in total.

Litigation fee was
paid on 2016.08.19
and the proceeding
commenced.

1. The part of the employee

honesty insurance claim
related to the corruption
and fraud of former
banking staff Huang oo:
The first instance of the
Taipei District Court ruled
that the Bank won all
the cases, the two parties
appealed to the outside
world, and the First
Property and Casualty
Co., Ltd. withdrew the
appeal.

. The part of the employee

honesty insurance claim
related to the corruption
and fraud case of former
banking staff Tseng oo
and Chi oo:

The Taipei High Court
ruled that the Bank lost
the case and has appealed
to the lawyer to appeal. It
is currently being tried by
the Taiwan High Court in
the third instance.

Provision for loss
deriving from
the litigations
and cases of
fraud have been
recognized. The
loss will not
cause significant
damage to the
financial position
and operation of
the Bank.

7.6.11 Other Significant Risks and the Responsive Measures: None.

7.7 Responsive Mechanism for Crisis Management

The Bank has regulations stipulated and executed for business processes in order to minimize daily
operational risk. The setup of Credit Screening Committee, Business R&D Workshop, Bad Credit Monitoring
Workshop, Assets / Liabilities and Risk Management Committee, Personnel Evaluation Committee, Long-
term Stock Investment Panel, Trust Property Evaluation Committee and Emergency Preparedness Operation
Team; also, the regulations of “Regulations Governing Trust Risk Management”, “Regulations Governing Risk

Management”, “Regulations Governing Investment Policy”, “Regulations Governing Legal and Compliance with

Risk Management”, “Regulations for Compliance of Regulations & System Execution and Planning”,

CEINT3

Regulations

for Disaster — Prevention and Rescue,” and Manual for emergency coping measures are the responsive
mechanisms for risk management.

7.8 Other Significant Events: None.
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8.1 Summary of Affiliated Companies: After the Bank's subsidiary Kaohsiung Bank General
Insurance Agency Co., Ltd. and Kaohsiung Bank Insurance Agency Co., Ltd. were incorporated
into the Bank on Jan. 23, 2018, the Bank has no relationship since Jan. 23, 2018.

8.2 Private Placement Security and Financial Bonds in FY 2018 and Up to Mar. 2019: None.

8.3 The Shares in the BOK Held or Disposed of by Subsidiaries in FY 2018 and Up to Mar. 2019:
None.

8.4 Other Supplementary Disclosure: None.

8.5 Pursuant to term 2, Paragraph 3, Article 36 of Security and Exchange Act. the Incidence Exerting
Material Influence on Shareholders’ Rights or Security Price in FY2018 and Up to Mar. 2019:
None.
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Guidelines for Ethical Conducts of Bank of Kaohsiung

Article 1

These Guidelines are enacted, for the purpose of compliance, to guide the conducts of directors and
managers of the Bank to adhere to ethical standards.

Article 2

The term “managers” in these Guidelines herein refers to the General Manager and the person of the same
level, Associate General Manager and the person of the same level, supervisor of the Financial Department,
supervisor of the Accounting Department, and other persons with authorities to manage and sign.

Article 3

Directors and managers shall handle business in an objective and efficient manner and shall not obtain
unwarranted benefits for themselves, their spouse, parents, children, or relatives within the second degree of
kinship due to the position in the Bank.

When the Bank is involved in the situation of fund lending or providing guarantees or major asset
transactions with the affiliated companies of aforementioned persons, these persons shall voluntarily explain
whether or not there is potential conflict of interests with the Bank.

Article 4

The Bank shall prevent directors or managers from conducting following matters:

1. Having the opportunity to obtain private interests or obtaining private interests through using the Bank’s
property or information or their positions;

2. Competing with the Bank.

When the Bank has the opportunity to earn profits, directors or managers are responsible for increasing the
legitimate legal benefits that the Bank may obtain.

Article 5

Except for the information that is authorized or stipulated by laws to disclose, directors or managers are
under obligation of confidentiality in information of the Bank or the customers of the Bank. The aforementioned
information that shall be under confidentiality includes all possible undisclosed information that may cause
damages to the Bank or customers after being used by competitors or leaked.

Article 6

Directors or managers shall treat customers of the Bank, competitors and employees equally, and they shall
not obtain unwarranted benefits through manipulating, concealing or abusing information obtained from the
position, making false representation on critical matters, or conducting unequal transactions.

Article 7

Directors or managers are responsible for protecting the assets of the Bank and ensure they are used
efficiently and legally in official business.

Article 8

The Bank shall strengthen the compliance to Securities and Exchange Act and other laws and regulations for
directors and managers. When there is a concern of material damage to the Company, Directors shall take action
at once and notify all Independent Directors of the Audit Committee and report to the Board, and supervise the
Company to report to the competent authority.
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Disclosure.

Article 9

The Bank shall strengthen the ethical concepts internally, encourage employees to report to independent
directors, managers, supervisor of internal audit or other proper personnel when suspecting or discovering
conducts violating laws and regulations or these Guidelines, and protect the safety of reporter.

Article 10

When directors or managers violate these Guidelines, the Bank shall perform disciplinary measures pursuant
to the Company Act and regulations of the Bank and shall immediately disclose the date of violation, facts of
violation and reasons, violation of these Guidelines and disposition on Market Observation Post System.

When being punished for violating these Guidelines, the violator may appeal pursuant to relevant
regulations.

Article 11

When it is necessary to exempt directors or manager from following these Guidelines, the exemption shall
be approved by the Board of Directors, and information including the date of exemption, dissenting opinions
or reserves by independent directors, exemption period, reasons of exemption, and applicable Guidelines for
exemptions shall be disclosed on Market Observation Post System, which allows shareholders to evaluate the
adequacy of the resolution by the Board in order to restrain arbitrary or suspicious exemption of following these
Guidelines from happening and to ensure there is proper control and manage mechanism for the exemption of
following these Guidelines in order to protect the Bank.

Article 12

The Bank shall disclose these Guidelines on the Bank’s website, annual report, prospectus, and Market
Observation Post System; the same applies in amending these Guidelines.

Article 13

These Guidelines shall be implemented after approved by the Board and reported to the shareholders’
meeting; the same applies in amending these Guidelines.
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Unit Address TEL
Head Office 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-0535
Minicipal Treasury Dept. 1F, 2 Su Wei 3rd Road, Lingya District, Kaohsiung, Taiwan (886)7-336-0408
International Banking Dept. 2F, 51 Chung Hwa 4th Road, Lingya District, Kaohsiung, Taiwan (886)7-535-5375
Trust Dept. 3F, 27 Liu Ho 1st Road, Hsinhsing District, Kaohsiung, Taiwan (886)7-238-5188
Business Dept. 1~3F, 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-0535
Offshore Banking Unit 5F, 168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan (886)7-557-0535
Tso Ying Branch 479 Tsoying Ta Road, Tsoying District, Kaohsiung, Taiwan (886)7-581-9131
Pei Kaohsiung Branch 1F, 1012 Min Tsu 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-359-9291
Nan Tze Branch 141 Chien Nan Road, Nantze District, Kaohsiung, Taiwan (886)7-352-4391
Yu Chang Branch 780-3 Chun Hsiao Road, Nantze District, Kaohsiung, Taiwan (886)7-363-7478
Ku Shan Branch 1018 Chiu Ju 4th Road, Kushan District, Kaohsiung, Taiwan (886)7-532-1001
San Min Branch 287 Po Ai 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-321-8813
Wan Nei Branch 470 Ta Shun 2nd Road, Sanmin District, Kaohsiung, Taiwan (886)7-386-5905
Min Cheng Branch 1F, 168 Ming Cheng 1st Road, Sanmin District, Kaohsiung, Taiwan (886)7-359-5336
Chiu Ju Branch 459 Yang Min Road, Sanmin District, Kaohsiung, Taiwan (886)7-381-2499
Chien Chin Branch 145 Liu Ho 2nd Road, Chienchin District, Kaohsiung, Taiwan (886)7-286-1136
Chien Kuo Branch 1F, 199 Chien Kuo 1st Road, Lingya District, Kaohsiung, Taiwan (886)7-223-0511
Nan Kaohsiung Branch 1F, 51 Chung Hua 4th Road, Lingya District, Kaohsiung, Taiwan (886)7-330-1060
Shih Fu Branch 1F, 2 Su Wei 3rd Road, Lingya District, Kaohsiung, Taiwan (886)7-335-0260
San To Branch 171 San To 2nd Road, Lingya District, Kaohsiung, Taiwan (886)7-751-1168
Chien Chen Branch 180 Min Chuan 2nd Road, Chienchen District, Kaohsiung, Taiwan (886)7-332-7131
Tsao Ya Branch 52 Yu Kang Road, Chienchen District, Kaohsiung, Taiwan (886)7-841-3847
Hsiao Kang Branch 2F, 158 Hsiao Kang Road, HsiaoKang District, Kaohsiung, Taiwan (886)7-812-2268
Kwei Lin Branch 332 Kwei Yang Road, HsiaoKang District, Kaohsiung, Taiwan (886)7-793-1616
Chi Chin Mini Branch 54 Thung Shian Road, Chichin District, Kaohsiung, Taiwan (886)7-571-8263
Feng Shan Branch 362-6, Sec. 2, Ching Nien Road, Fengshan Dist., Kaohsiung, Taiwan (886)7-776-3688
Da Fa Branch 1~2F, 480, Fong Lin 3rd Road, Daliao Dist., Kaohsiung, Taiwan (886)7-786-1899

Gangshan Benjhou Branch

17 Ben Gong Road, Gangshan District, Kaohsiung, Taiwan

(886)7-622-3566

Pin Tung Branch

1F, 152 Chung Cheng Road, Pingtung City, Taiwan

(886)8-736-8811

Tai Nan Branch

191 Cingping Road, Anping District, Tainan City, Taiwan

(886)6-295-5588

Tai Chung Branch

1~2F, 69 Sec.3, Huei Chung Road, Nanthung District, Taichung City, Taiwan

(886)4-2252-2588

Beitun Branch

59, Sec. 4, Wenxin Rd., Beitun Dist., Taichung City 406, Taiwan

(886)4-2292-8366

Dali Branch

290 ~ 292 Defang S. Road, Dali District, Taichung City, Taiwan

(886)4-2481-6799

Hsin Chu Branch

633, Sec. 2, Jingguo Road, North Dist., Hsinchu City, Taiwan

(886)3-523-0333

Tao Yuan Branch

413 ~ 415 ~ 417 Min Sheng Road, Tao Yuan City, Taiwan

(886)3-338-1288

Zhongli Branch

18, Sec. 2, Huannan Rd., Pingzhen Dist., Taoyuan City 324, Taiwan

(886)3- 401-0589

Chung Ho Branch

198, Jian 1st Road, Chungho Dist., New Taipei City, Taiwan

(886)2-8227-1399

Banciao Branch

100, Sec. 2, Sihchuan Road, Bangiao Dist., New Taipei City, Taiwan

(886)2-8967-1250

Taipei Branch 1~2F, 168 Sung Chiang Road, Chungsang District, Taipei, Taiwan (886)2-2563-0101
Ta Chih Branch 1F, 97 Jingye 1st Road, Chungsang District, Taipei, Taiwan (886)2-8502-1656
Po Ai Branch B1 ~ 1F, 38 Po Ai Road, Chungcheng District, Taipei, Taiwan (886)2-2375-1188
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BANK OF KAOHSIUNG

168 Po Ai 2nd Road, Tsoying District, Kaohsiung, Taiwan
TEL : (886) 7-557-0535
FAX : (886) 7-557-0518
Free Call : 0800-751-068
Website : https://www.bok.com.tw
E-mail : service@mail.bok.com.tw
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