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Review & Analyses of Financial Position, of Operation Results and the Evaluation of Risk Management

— ~ R

Financial Position

B - FE ¥ EEIC  Unit : NTS Million

B Year B B
2010.12.31 2009.12.31 Comparison Comparison
EHHItem Amount %
Assets
Bl e TEBLE: ~ TACRIT R R IR TIEI 2 .
Cash & cash equivalents, Due from CBC and lent to banks 28,890 25,035 3,855 GED) 15.40
INABEE BN A B < R 7 B
Financial assets at fair value through income statement 1,104 2,127 (1,023) (E2) (48.10)
B B [ 525 e RS 2
Bills and bonds purchased under resale agreements 2,191 3,895 (1,104) GE3)  (28.34)
T
LR 989 790 199 25.19
Net accounts receivable
BB B P
Net discounts & loans 162,194 138,261 23,933 (F¥4) 17.31
R H B SR TR
Net available-for-sale financial assets 5,094 3,822 1,272 GES) 33.28
FrA BRI H & -7 ;
Net held-to-Maturity financial assets 7,695 5,396 2,299 (F£6) 42.61
PRAERR IR < R PR 1T
Net equity method’s investments 35 45 10 2222
Fopth R E T AR
Net other financial assets 3,048 3,622 (574) (15.85)
Net property and equipment cost 2,237 2,285 (48) (2.10)
I A rE- 1P
Net intangible assets 59 70 (11) (15.71)
oA AR
Net other assets 748 809 (61) (7.54)
B
Total Assets 214,904 186,157 28,747 15.44
=t
Liabilities
RAT B TIRIZEAERK
Due to CBC & banks 12,606 10,548 2,058 19.51
AN TEEEBY AER  SRAE 15 ) 13 650.00
Financial liabilities at fair value through income statement )
W B P15 25 e R 25 A f
Bills and bonds sold under repurchase agreements 141 214 (73) (34.11)
JEfTERE
Accounts payable 2,827 3,413 (586) (17.17)
e/
TD?TJ\&@M : 185,167 157,922 27,245 GET) 17.25
eposits & remittances
JEf Rl EF _
Financial bonds payable 4,000 4,000 0
23 A =
L 253 221 32 14.48
Pension payable
HAERAE
Other financial liabilities Ay 25 (78) (27.37)
Foh e
Other liabilities = 118 1 9.32
AR
Total Liabilities 205,345 176,723 28,622 16.20
JRe RS
Stockholders’ Equity
iEZN _
Capital 5,258 5,258 0
TR -
Capital reserve 2,543 2,543 0
IREEER 1,785 1,658 127 7.66
Retained earnings
JR R HAR IR H
Other stockholder’s equity @n 25) @) (8.00)
L pAET]
R A 9,559 9,434 125 1.32

Total Stockholders’ Equity
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2. FERTR AW ATEL -
3. ERRIA I B I SUEZR R G -
4. EERG I G INATEL -
5. EELROEHEH ARG AR -
6. EZRRFT B HAEZR AT
7. EERE IS INATEL -

T REERER

2010

Major reasons for change in assets, liabilities, and stockholders’
equity during the past two years :
1. Caused by increase of reserve for deposits, lend to banks and

C.D. due from CBC.

RS- KV W N

Results of Operation

BN FEMEEEIT 5 Unit: NT$ Million

. Caused by decrease of trade with bills.
. Caused by decrease of bills and bonds under resale agreement.
. Caused by increase of short-term loans.
Caused by increase of available-for-sale bonds.
. Caused by increase of held-to-maturity bonds.

. Caused by increase of time deposit.

FEEYear| 5010.01.01- | 2009.01.01- Cﬁ?ﬁfﬁn Cfﬁéﬁ$

THE Item 2010.12.31 | 2009.12.31 " .
ARG -
Net interest revenue 1,789 1,340 449 GED 33.51
FIBLLINFH
Net non-interest revenue 554 629 (73) (11.92)
Tk R -
Credit loss expenses 308 217 91 7l2) 41.94
E%EFH 1,829 1,709 120 7.02

perating expenses
NS SE AR IR AT R =
Income before tax — operating department 206 43 163 (E3) 379.07
iseee Sl SisEa B
Income after tax —operating department 127 76 St (FE3) 67.11
(FSEERF N (FREITER) 0 0 0 _
Non-operating department income — after income tax
FEHIERS (RERFE) 0 o o _
Special income —after income tax
St A AR (BRIFED
Cumulative effect of changes on accounting principles —after 0 0 0 —
income tax
T%I'itﬁ;gl%%ﬁ 127 76 51 GF3) 6711
2 1L EERGE R B FR IS B IR &Y - Note : 1. Caused by increase of net interest revenue from loans.

2. & TR S HE SRR BT R 2. Caused by increase of provision for credit loss
s, 5 expenses.
3. BRG] TR B T2 - 3. Caused by increase of net interest revenue from loans.
= . A B
=~ BB Cash Flows

()BT 2 @ T AT

Liquidity Analyses for the Past Two Years

BT : % 5 Unit: %

flifEYear i%ﬁ?:i
EHHI 2010 2009 Comparison
I H Item %
HEmab®R Cash flow ratio (%) 6.36 4.66 1.70
ST EMELES  Cash flow adequacy ratio (%) 1,231.87 849.98 381.89
HEmEmER Cash flow satisfied ratio (%) 3.23 21.26 (18.03)
LIRS EILRNN » FERAREE SR Note : 1. Incrc}gsz l())f cash tf?low rte}ti_(;. wafs c;t\l{sggl‘%y net iﬁsh
N N . rovide operating activities for more than
B RAE AE RIS - Ry 2009, 0
2. e ERE LR FE(RESTAEES 2. Inireas}? of cqghdﬂbow adeqyacy r:l.tipt.wats‘ causetdﬁby
N - | net cash provided by operating activities for past five
SEIG BN A T BT A SR EL - years.
3. Decrease of cash flow satisfied ratio was caused by net

3B R RRS  EER AR
R U b SRR -
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cash provided used in investing activities for FY 2010
more than FY 2009.

=

+
£
Z
%
=)
a2
il
Ed
JE)

=
38

T




SCS)m
SERE

’s

RS

i
£
Z
%
B
o3
#
Ed
JE)
@
B
g
=
15

£~

(DRI BB AT

MBI RS ERBR 2 T A fEEIERIR

Review & Analyses of Financial Position, of Operation Results and the Evaluation of Risk Management

Cash Liquidity Analyses for The Next Year
B e E BTG 5 Unit @ NT$ Million

HAWIEEBER%E (1) EREBEIEENTH | 2FEHGRERE (3) | BHEHER CRE) B BSA B flRdE e
WA (H) & (2) (1) +(2)-(3) Remedial Measures for Cash
Cash at Beginning of the Year Net Cash Provided Used Cash in Cash Surplus ( Deficit) __ Deficit _
(Used) by Operating FY 2008 AT BEEAE
Activities Investment Planning
Planning
2,016 1,535 1,377 2,174 - -

7 ¢ ARG BB
(VB : PR 2 SRE IR
e HOB TS -
QRAFIBITHE - TR H SRR A
IR A7 B R TS -
2 FRHE N A B HE BB PE T -
(DReZaHE - 4 -
(DFRRAEHE : 45 -
VY ~ OO PEE KA B PS5 &

B g8
5!}%

(EREASLH ZEAIEE & GHR

Note : 1.Analyses on change of cash flow in the current year:
(1)Operating activities: oue to increase in adjustment on
credit loss, and increase in accounts payable.
(2)Cash outflow: oue to increase in available-for-sale
financial assets, and decrease in Deposits & remittances.
2.Correction action for deficit in cash and liquidity analyses:
(1) Investing plans : None.
(2) Financing plans : None.

The Impact of Major Capital Expenditures on
Financial Operations in FY 2010

Utilization of Capital Expenditure and Source of Funds

BT ¢ FEMH EIT 5 Unit: NTS Million

HREASHIHE BRI HERTHE | iR E S BEaEMEE
Capital Expenditure Project Source of Fund |Projected Completion Date Fund Needed Utilization of Fund
None None None None None

(C)THATPIREEE A ¢ JE

11~ OO R BOR ~ HAEH] s iH
L EERN ~ SEEFHE R —H

R as
(—) 094 M Z B B AT 4
2 -

AT TR R~ TR C IREBOR
il REAEEREE - BRI
o AT - BREAXERRE
o BEFFE AR > RS
AP RIS TR E R
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Estimated potential effects : None.

Transfer Investment Policy in FY 2010 the Reason of
Gain / Loss, Corrective Action, and Investment Plan
for the Next Year

The Transfer Investment Policy in FY 2010, and Investment
Plan for the Next Year

The Bank will continuously observe and understand the
development trend of the market in accordance with active
and stable investment policies, and proceed with trans-
investment insofar as it is permitted by law upon appraisal of
the cost and benefit subject to the needs for the development
of the Bank’s business and the whole industry.



2010

The Gain on the Transfer Investment in the Last Two Years

BT ¢ SEMEEE T 5 Unit: NT$ Million

(Z) BOI2FEEEREERE -

FREFY JEREHEH Amount JEFZRKIE source
2010 91 DY EIERE MIR SR Recognized earnings and cash Dividends
2009 58 YN EIERS IR SRR Recognized earnings and cash Dividends

The Loss on the Transfer Investment in the Last Two Years

BN FTEMCE T+ Unit : NTS Million

UL R RS IHE P -

FREE FY KSR %H Amount KSR K] Source

e
2010 0 None

G
2009 0 None

7NN E{\‘ AM}%%IEZH¥{$ The Evaluation of Risk Management
()RR E M BE A
115 FH R\ A BRI B R nﬂ‘ﬂ{kzli
(OfE A o\ b i BRI - G 2R
124~1285 " ZFKTT%IEHBQ TR
FERBt(—) ) -
(2)15 FH JR\Ba R HE 1 2 JE e K ik 2 2
PR EG HEE A

Qualitative and Quantitative Information of the Various Risks
Credit Risks Management System and Capital Charge

Credit risks management system , please refer to page 124~128
for ”This Bank’s risk management systems are outlined I”.

Exposure and Capital Charge after Risk Mitigation under the
Credit Risk Standard Approach

=
T
£
Z
i
B A E B IC  Unit : NTS Million at 2011.03.31 2;
FRER BRI RAE | HEEHEEA 0
Item Exposure after Risk Capital Charge J&l
Mitigation .E:%
FRERF Sovereign country 25,265 3 g
;‘EEPQQE&F(L};H\: EF”ﬂ Non government — Public departments 50,874 814 18
R1T (&%2028 Banks (including multi-development banks ) 4,978 117
1 (&% 7
_[j:% (& &3 %&1%&3\&_‘[ ) Enterprise (including securities and insurance ) 62,013 4,791
EHE(ERE Retail exposure 36,686 2,074
E=EAAR @JE Real estate for residential 27,119 987
%ﬁ e S X Equity securities investments 150 48
507
Hih&E Other assets 4,640 239
aat Total 211,725 9,073
PRI I 5%‘ i Asset Securitization Risk Management System, Exposure and
,E }_‘FI_A )= 2
)5_2)_._ + EFLF ZIK Capital Charge :
|
& (o A | 2=E Asset securitization risk management system, please refer
( = %m%ﬂiﬂl@i H GIE]
%%1285 r ZIK %IERB ',SE,E' to page 128 for “This Bank’s risk management systems are

BRI () -
Ot FE&EEAZF LD -
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outlined I11”.

Asset securitization : None.
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£~

Exposure and Capital Charge after Asset Securitization Risk :

Q) BEETM LR IR R e E A

B FEME BTG 5 Unit : NTS Million at 2011.3.31

FERIEAIRT T
. Non-Originator bank
sy = =
SUSES FA B A 2 R LR RETREA
Exposure after Asset Securitization Risk under Capital Charge
Buy In or Held
BT (BB ERRIT) “l ’s
Banks (including multi-development banks )
% (R LRRATD) - 0
Enterprise (including securities and insurance ) ’
&3
e 1,648 65
Total

Summarization of information about investment in securitization
products

(DR EF T LR BN R

B e E BTG ¢ Unit : NTS Million at 2011.03.31

HH Ryl &t RiE FaaRA | BETEHEER | REEEE | IRESHE
Item Account Original Cost SCSI A Accurpulated Book Value
Income Impairment
gl |[EREEE STETA 1803 2 TR s . - s
;ﬁ Collateralized debt obligation (CDO) |& ’
D ERERE
w . . Bond investment without 478 0 0 478
ik Collateralized loan obligation (CLO) e
i TR
7R I TX%:IE‘
> a 378 0 73 305
% Structured investment vehicle (SIV)
gg 21 JFIBEURRIE R ks (S Y [ 5 e ME SR8k Note 1: Original Cost means the cost after discount/premium
1 B 285 J R FER%E > RSB E A K amortization (including exchange rate effect), not the
%;3 x original purchasing cost.
(A
.E:g; (5) G b rE S B R B AR ZE 3BT Summarization of the information about initial cost of single
IH N Ty £ g transaction for investment in securitization products amounting to
% L/L_I:,é: “ﬂ%?ﬁ%% more than NT$300 million
BT B EEIC ¢ Unit : NTS Million at 2011.03.31
Fr | Rz | WA | BITA R | OB | i | NEER | n | REEHE| 2 | R (R &
“fE |EEHEE REpr| B || Rk S AR || HE i~ B v SFS
s | H | H
Securities Account Currency | Issuer & | Trade |Maturity| Interest Credit Repayment | Original | Accumulated | Accumulated | Book |Attachment Asset Pool
Place Date Date Rate Rating Cost | Value Income | Impairment | Value Point
Neon |fEVEA&TT| 254 | BAS | 95.| 100. | 3Libor| Baa3|fE3MEANR | 295 0 0 295 0%| 155 Z=ERA]
Capital |¥3:2{&%%| USD |Cayman| 4.| 9.[+1.25% B N
Ltd ]:Q:,éf 20. 20. FHAE
2'_( °
——|Bond N N R
Merrill |5 0o EL | EH 95.| 100. | 3Libor|  Baa3|Pay for 295 0 0| 295 0%)]15 global
Lynch& |without USD | USA 12. | +1.4% interests renowned
Co., Inc |market 20. onceiot financial
price per 3 organizations
months and
Repayment
principal on
maturity
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ARl MR EERRIA B AR AR R RS A
T > RS IR HE SR IR P T 5 W3 (EUT
fif i ] =R S R A R T 5 M 3 (T
g EAN S -

3 VP e A R HE A A
(DPEE B E G - FE2EIE128~130H
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Note 1: The original cost of the two securities is USD 5 million
each, which is above NT$ 300 million based on exchange
rate then. Although the cost is below NT$ 300 million at
present due to exchange rate change, we still disclose the
related information for reference.

Operational Risks Management System and Capital Charge

Operational risks management system, please refer to page
128~130 for “This Bank’s risk management systems are outlined
ar-.

Operational Risks Capital Charge

BEAT IS EE T 5 Unit - NT$ Million

F£E FY #ZEERI| Gross Income JEZHHEE AN Capital Charge
2010 2,331 117
2009 1,829 91
2008 2,317 116

&EF  Total 6,477 324

4.1 5 Ja S e P 1 B S G HR A A
(DGR E B - F2RHE131~132H
" AT R BRI ()
QiR ER A A

Market Risks Management System and Capital Charge

Market risks management system, Please refer to page 131~132
for “This Bank’s risk management systems are outlined IV”.

Market risk capital charge

BEAT MO BT ¢ Unit : NTS Million at 2011.03.31

JEL a1 Item FEEHEE AN Capital Charge

FI=R E\ i Interest rate risks 80

%EE&%E&F@ Equity exposure risks 74

47EE Ja\ Foreign exchange risks 103

ﬁ:ﬁ:ﬁ] Jﬂl‘ﬁ Product risks _

éi\g'l’ Total 257
5. Eh M Liquidity Risks

()& 72 Bl e fe L BI04 -
AT BRI VIR RS R AT
FHEE140H -

B. 22 FPRRAS R AT AT T -

T
i3
W

Maturity analyses of assets and liabilities :
A. Analyses of the Structure of the Maturity Date (NT$)
please refer to page 140.

B. Analyses of the Structure of the Maturity Date (USS$) as
flow :

SER BN H IR A 2

Analyses of the Structure of the Maturity Date (US$)

2010.12.31 BT © 41T 5 Unit: US$ Thousand
FEEIHA H R AR S 4H
HH =ri Amount of the Residual Period from Maturity Date
Item Total 1ZE30K 3IREIOCKR | 91KZEI80K ISIRFE14E EE4E
1-30 days 31-90 days 91-180 days 181 days-1 year | Over 1 year
=3 Assets 465,457 58,654 57,147 50,828 41,013 257,815
‘“fE Liabilities 483,164 208,692 174,293 27,546 22,689 49,944
B Gap (17,707) (150,038) (117,146) 23,282 18,324 207,871
ZREHRI Accumulated gap (17,707) (150,038) (267,184) (243,902) (225,578) (17,707)
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2009.12.31 B FES(FIT ¢ Unit : US$ Thousand
] BRI BRI T R
EHH &= Amount of the Residual Period from Maturity Date
Item Total 130K | 31KEIOK |9IKEIOK | ISIKEIFE | H@EIE
1-30 days 31-90 days 91-180 days 181 days-1 year Over 1 year
=23 Assets 369,019 60,956 31,629 64,324 17,787 194,323
=V Liabilities 361,395 246,789 68,784 23,850 12,876 9,096
BRI Gap 7,624 (185,833) (37,155) 40,474 4911 185,227
SFEGRC]  Accumulated gap 7,624 (185,833) (222,988) (182,514) (177,603) 7,624

é%{ﬁ%ﬂ‘[ﬁéﬁi%@ﬂ | (ﬁ@b‘[izﬁé‘{% Methods to manage the asset liquidity and funds gap liquidity
Jitk

Fo R AT B A =R I 7 Bl 1 Jo
Bar > HEOR SZ (T RE I A 78 < RS 1
BN B B RE ) - ST AW
B B h BRI ERE15%
DL bz EEAVEETE T HIZRE T E)
TR B R -

R E R JERRED I3l HEZE

2

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, the Bank
enacts the “Guidelines for Interest Rate Risk and Liquidity
Risk Management” with respect to NT$ and major foreign
currencies of which the assets account for more than 15%
of all foreign currency assets.

In order to stabilize long-term profitability and maintain

2] .
i B R D e and defensive and defines various
o £ N ey o
: ;gi@ilﬂﬁ: EEE;IE%IE'E?}E%*% management indicators to measure and control NTD
= @i ) Eﬁkﬁfi N %%%EZ?ESTZYM cash flow gap of various tenors, required reserve ratio,
;’E'; Eﬁ% 1~ ﬁf%@ﬁﬁi =S YJIL@J —@—ﬁ%ﬂ: liquid reserve ratio, (net) loans to deposits ratio, liabilities
2 H ((%)T?ﬁ&ttz% -BHABE (817 purchased (issuance of negotiable certificates of deposit)
*ZA ﬂ@g@gﬁ/ﬁﬁﬁ% ) N ﬁjﬁx J:[:;_?Z.;g& +* and deposits ratio, to control the various indicators within
= HE g, Wik HH BRI 4 72 & Bl the required scope at any time, and prepare and submit
&y nyF o ,Z%'E}EJIJ = \jz,‘f.i‘ &) li iR IEI,,".\ daily, monthly or quarterly statements to the management
2 SRS o LA > B daily, mon
B [ RIR S e HIE A > Wik
| e S Lt S o 1] A7 TH] & ™
% H ~ AT RS HERES
;é; N A -
== (=) Wﬁb%%ﬁﬁ&%&yﬁ@ﬁ'%ﬂ%jz’:f?,ﬁj?% The Impact of International and Domestic Policies Regulatory
1R %%Z%ﬁ%ﬁ&@%ﬁ@ 1?/[hanges on the Bank Financial & Business and the Responsive
easures
) AT B s R fi it
Changes Impact Responsive Measures

TERRIEIE "R IRBERIRE ) 28| BT AR B PR R E 1] 22 S A7 K B A7 R | DR e = -
12f6e B2 B 1345% - B DRI s N BT RER R R 2 B 0

The FSC amended to Articles 12 and 13 of Educate the Bank’s customers.

the “Deposit Insurance Act”.

Extending deposit insurance to cover foreign currencies and
interest, thereby providing additional assurance to deposit
customers with regard to their savings.

TERRIEIE " HTRE Gt B AT Z IREE N E R ARRETEBCR - I B -
LB RS HENG L2 5 S Bl B8 152 3 T 73 JH i (R R SR MR AR 5 1 A HE B [ 55
PRI IR R B | 8RS ~ |8

BT B 18f

The FSC amended Articles 5, 17-1, and

18 of the “Regulations Governing the
Procedures for Banking Institutions and
Credit Cooperatives to Evaluate Assets and
Deal with Non-performing/Non-accrual
Loans”.

Enhance the Bank’s credit asset quality and improve risk
pricing policies and to provision against credit assets in line
with international standard.

Faithfully enforce the legal
compliance.
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B

Changes

HARITI B <

Impact

RIS it

Responsive Measures

TERBEERM " ZEhEEA
I it it <5 R SE S T 2K S I 3T AT
BEERE

The FSC amended the “Regulations
Governing the Banking Activity and the
Establishment and the Investment by

Financial Institution Between the Taiwan
Area and the Mainland Area”.

ATl B e - R THERIRE T R

FEREEE -

The Bank align its focus towards improving financial health
and raising profitability.

TRAHEE -

Faithfully enforce the legal
compliance.

TEMEETE TR R K
EBRE -

The FSC issued the “rule loan for purchase
of an owner-occupied residence in particular
area’.

AITHBTR BT 17355 RIS AT

WA -

The Bank operates only 5 branches throughout Taipei City
and New Taipei City, therefore impacts arising from this
development are immaterial.

IALEE -

Faithfully enforce the legal
compliance.

FEPERA LB BRI RAESATM
IS WSS

The FSC admited of China Union Pay
cardholders to use ATM machines in
Taiwan.

BEIFREE A -

Increase the Bank’s income on commission & service fees.

Fo & EUCRIRIAIE -

Respond by making system
modifications.

BIEEAREZRE T I A &
TEZE T 1 (ECFA)

Taiwan signed the “Cross-Strait Economic
Cooperation Framework Agreement (ECFA)
” with China.

AITHREFEECFARGRIETHER ¢ REEIRITERG
ae B PIALUIEER R £ > AT AREIhlE 21T
PS5 A ZEERERIE - (BRIATT g
B Fwi T o

The Bank does not benefit from ECFA and nor can it
improve profitability from such arrangement. During the
initial stages of the agreement, it is rational for Chinese
banks to establish a presence in northern Taiwan. The Bank
operates only 5 branches in Taipei area and is thus less prone
to short term impacts; but eventually, the Bank will face
competition.

MG S T B A B RS e
o DIRF S BAre -

Actively seek to raise paid up
capital and broaden business scale,
in order to fulfill the prescribed
financial criteria.

" K EEROR R ) Y99 IER
5

The “Measures to support blanket guarantee
of all bank deposits” expired at the end of
2010.

ATHEC KRB » HE BN ZF R L E )
o BEATREE T EES - 2088
o TG B o R T BN S b
BASMREE - AATTIEARSFIT R T - 17
FEAITERER  BARS IREFESBE)
e

Although the bank is a privatized company, the Kaohsiung
City Government is still a significant shareholder; in addition,
the bank has provided banking services for the Kaohsiung
City treasury for more than 20 years and fully supported the
government's administrative policies and infrastructures.
The Bank is highly acclaimed by public and academic
institutions under the Kaohsiung City Government. The
Bank still possesses many characteristics of a state-owned
bank, and for this reason its deposit customers are fairly
comfortable with the Bank's credibility, making bank runs
extremely unlikely.

IRAFEE -

Faithfully enforce the legal
compliance.

RES ~ A FEEFIE
JEESEHS

With the consolidation of the Kaohsiung
City and County, the Bank continue bidding
to provide municipal treasuries.

RS ~ TGP AR CBG » AR
BA TSRS E TR ) R T HET
R 2R - A TR FFE TS
RS -

The municipal treasuries are subject to integration following
the consolidation of the Kaohsiung County and City. This
integration can be more effectively and more efficiently
carried out if completed over the existing “City Treasury
Centralized Electronic Payment” system. The Bank will
continue bidding to provide municipal treasuries.

AT IITRT I E AN
fErm ERREST > LUINE =2
REIFE - DU & & 0k
e

The Bank strive to meet the
selection criteria by improving
business performance, raising
profitability, accumulating net
worth.
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) HARITI B RIS it

Changes Impact Responsive Measures

100.1. EE - SRATSERY GRS | B AT T B BRORE SE R T B8 > A TH AT MRS IR | A1 T R M 40 JE 15243 SE 5 11
0 RA3AER A wE o mbEELE - PR HGKR 22 - Frigiit
B B P S 5 b A A A L
WSk - i R R |l
WEINA T B BREURS [RIE -

As of Jan. 1, 2011, the loans and receivable |This will have some impacts to the Bank’s profit, however, |The Bank respond by taking

accounts of the banking industry had it will raise the cover ratio to NPL and strengthen the Bank’s|the initiative in exploring credit
included into the Statement of Financial assets. businesses at wider deposit/
Accounting Standards No.34. lending spreads, promoting

wealth management services, and
recovering non-performing loans
to improve earnings.

(=) Bl kEER LB RITUH B ER 2 The Impact of Technology Development and Industrial Changes

;e on the Bank Finance & Business and the Responsive Measures
52 PRI FE T

e AT B < R ENJfiSiyi

Changes Impact Responsive Measures

HillZ e L BT - |[AFIBTIEE R & PR Rrdm (U RN 4 2 P b BT s it -
BATEAR ~ B > Dl

B4 FHERS e B

?E The significant of the security on It is helpful to prevent information Continuously strengthen the information security management

5 technology information. systems and clients’ database from mechanism and emergency coping measures.

2 being intervened and destroyed

ﬁ illegally, to protect the clients’ interest

% and business operation.

2 8] A9 < Rl T 5 E P A S B | AT T e SRR IR BB SR BOTR i L e e ~ 1RT B FRETT -

% BRIEOE - SRR A FIAE T T AR > RHRE R R

= PRSI - i HagEg - |1 -

72 The competition in the local financal |The Bank is not subordinated to any |In order to cope with the development trend of the local

Eg market becomes extreme day by day [finanical holding companies, the Bank |financial market, the Bank dedicated to strengthening the

Ml because the competent authorities must work more hard. quality of management and upgrading competitive strength.

73 encourage financial reorganization and

=i financial controlling companies bring

% tremendous pressure.

pL |

(P;E[) ﬁ;%ﬂ&ﬁ%ﬁz’g?ﬁzgz?éﬁﬁﬁg%ﬁﬁ The Impact of Image Change on the Bank and the Responsive
Measures
2&??&'%1 9 L\/{ﬂz > E%i}gﬁ Hﬁﬁ\%‘»’ ?Fﬁ The Bank shakes off the stiff operation as a state-run bank
e K S S AR S LS o since the Bank was privatized. The operating policy has
Eﬂszﬁ F_:] TS fﬁ{;&ﬁ%ﬁﬁ%ﬁ;ﬁ ‘3$ Ii , been made more flexible and with better assets quality and
=y % IIII:lIIl }jé: %& ﬂé E‘< ﬁ? > '}.%' l@ f'ﬁﬁ 5& f\ﬁi ﬂé ?}% effective operation. In response to the severe competition in
o %Eﬁ@%ﬁ?ﬁ%iﬁﬁﬁﬁiﬁi% H %&@5{ the economic environment and financial markets, the Bank
e v s s s 1] G KK intend to reinforce operating constitution continuously and

?‘U‘Zﬁ%? !ﬁ % ’ Zg{jﬁﬁ%%gmﬂg'ﬁé \E' Ai" to reach another peak in business with a good image and
E > /E;HL\/L {%a *ﬁ‘ E/‘j ﬂé% ’ %;ﬁﬁ/\j %%%(kﬁ professional operating decision and method.
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Expected Benefit and Potential Risk of Expanding Business
Locations

The Bank will have business locations set up nationwide to
improve operating effectiveness and generate profits. The risk
of damaging the operating constitution due to the setup of new
branch offices is also considered.

Risk of Centralized Business Operation

Centralized business faces the challenge of credit risk, market
risk, and operational risk. For the sake of reducing the impact of
the risks, the risk is to be decentralized through the mechanism of
a business station, source of customers, and diversified product
lines.

The Impact and Risk of Business Ownership Change on The
Bank : None.

Litigated or Non-Litigated Events

There were no major litigated or non-litigated events in
progress other than business-related litigations.

Other Significant Risks and the Responsive Measures : None.

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 coping team; also, the regulations
of “Regulations Governing Trust Risk Management”,
“Regulations Governing Risk Management”, “Regulations
Governing Investment Policy”, “Regulations Governing

Legal Risk Management”, “Regulations for Compliance of
Regulations & System Execution and Planning”, “Regulations
for Disaster — Prevention and Rescue,” and Manual for
emergency coping measures are the responsive mechanisms
for risk management.

Other Significant Events : None.
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