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Chapter 1. Letters to Shareholders

COVID-19 epidemic that ravaged the world throughout 2020 forced countries to implement various quarantine policies
and led to economic stagnation in various countries. Over time, people began to accustom to the "new normal” and
adjusted routines to continue and working amid the pandemic, preventing more severe impact. To rescue and relieve the
global economy, countries around the world have coupled with various bail-out packages and policies such as offering
financing options for affected industries, subsidizing domestic consumption, injecting liquidity into the market, etc.
However, the epidemic will not end in the coming year. In the medium to long term, the impact of the weak economy
will still be a huge challenge for all industries. As for the short-term economic stimulus measures, it remains to be seen
whether the positive effect will gradually subside and support the subsequent economic development.

With the support of customers and shareholders and the efforts of our employees, the Bank stay on the course of
improving its financial structure and providing more diverse and innovative product service offerings in the face of
challenges. A summary of the Bank’s 2020 business results and 2021 business plan is illustrated as follows:

I. 2020 Business Result
()  Financial environment of Taiwan and abroad in 2020 and change in the Bank's organization

1. Financial environment of Taiwan and abroad in 2020

In 2020, COVID-19 was sweeping across the world, industries and economies around the world obviously
suffered from the impact. For the Taiwan banking industry, both local and abroad operations were facing
challenges. The epidemic has impacted the supply chain and demand, most companies encountered
operational crises, which increased the risk of credit default and increased the chance of compression of
interest income. The decrease in investment and consumption activities of the public led to a decrease in fee
income related to wealth management and payment by the Bank. To reduce the impact of the epidemic on the
domestic economy, the Central Bank of the Republic of China (Taiwan) followed the European and American
countries in cutting interest rates, and the government actively launched bail-out package, all of which helped
to relieve the impact of the epidemic. Although the low-interest-rate environment under quantitative easing
has relieved some risk of a sudden rise in bad debts, the Bank also faced the challenge of narrowing deposit
spreads and declining net interest income.

The epidemic has led to an increase in demand for digitalization in various industries and accelerated the
pace of digital transformation of the Bank. Al smart technology and blockchain applications are gradually
becoming the mainstream financial trend, and the local banks must take this opportunity to enhance their
competitiveness in the digital era by using digital devices to create zero-distance, sensory services to
maintain customer trust.

In 2020, the global economy will be in severe recession due to the epidemic. According to international
forecasters, the economic growth rate will be negative 3.7%. Fortunately, with the low base year of 2020, the
optimistic outlook of 5G and artificial intelligence industries, the expected continued easing monetary policy,
the support of the government's bail-out package, and the imminent introduction of vaccines, the public can
expect to get vaccinated. The rebound of the economy is expected to accelerate in 2021, and economic
growth is estimated to climb to a positive 5.0%.

Looking forward to 2021, in terms of the global economy, with the active research and development of
vaccines by countries around the world and large-scale vaccinations, it is expected that the epidemic will be
effectively controlled, private consumption and business operations will gradually return to normal, and
international trade is also expected to return to the track of normal growth. In addition, after U.S. President
Biden took office, he announced that U.S. would return to the international multilateral trade organization,
and the US-China trade relationship will tend to ease, which will help reduce geopolitical risks, and the
global economic recovery will be expected. In terms of the domestic economy, due to Taiwan’s success in
epidemic prevention, overseas Taiwanese capital repatriation stimulates the domestic demand market,
coupled with the rise in the stock market, consumption has clearly recovered. As foreign trade continues to
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expand steadily, according to the estimation of the Directorate General of Budget, Accounting and Statistics,
the domestic economic growth rate in 2021 will reach 4.64%.

2. Changes in the Bank’s organization

To implement the purpose of local operation of the community, provide customers with more comprehensive
and diversified financial services. On Oct. 27, 2020, the Bank was approved by the competent authority to
invest in "Wan Taig Securities Co, Ltd.", and on Jan. 5, 2021, the Bank acquired all the shares of the Wan
Taig Securities Co, Ltd. and Wan Taig Securities Co, Ltd. became a 100%-owned subsidiary of the Bank.

(1)  Operational planning and implementation results of management strategies

Unit:NT$;%
Item 2020 2019
Average deposit balance on NT Dollar accounts 183.038 billion 172.503 billion
Average deposit balance on foreign currency 19.383 billion 14.153 billion
Accounts
Average loans balance 167.344 billion 153.293 billion
Financial management fee income 0.270 billion 0.405 billion
NPL ratio 0.01% 0.01%
Coverage ratio 11760.49% 9917.55%
BIS ratio (consolidated) 16.23% 15.04%
Tier-1 ratio (consolidated) 14.46% 14.56%
(111) 2020 Budget implementation
Unit:NT$;%
Item Actual amount Budget amount Achievement rate
Average deposit balance on NT 183.038 billion 181.875 billion 100.64%
Dollar accounts
Average deposit balance on 19.383 billion 16.319 billion 118.78%
foreign currency Accounts
Average loans balance 167.344 billion 157.863 hillion 106.01%
(IV) Financial income and expenditure, and profitability analysis
Unit:NT$;%
. . Earnings per share Net profit rate Return on assets Return on equity
Net profit before tax Net income after tax (after tax) (after tax)
6.263 billion 5.491 billion 4.90 61.65% 1.81% 12.55%

(V) Research and development review
In response to the daily changes in the macroeconomy, financial situations, laws and regulations and ESG relevant
information, the Bank has set up a designated department responsible for data collection and market analysis to
understand the impact on the business and development of the Bank, and the research results are sent to all staff for
sharing and reference. In addition, the Bank encourages the staff to strengthen business innovation and research,
and take the initiative to propose various improvement plans to meet market development and customer needs.

I1. The 2021 business plan outline

() Business policy and important operation policies.

Value the talent and inspire the future.

Implement legal compliance to strengthen internal control.

1
2
3. Digitalize finance and create business opportunities.
4

Adjust the structure and strengthen profitability.

5. Deepen the business for sustainability.

(I1)  Expected business objectives

The Bank’s 2021 expected business objectives are as follows:

Average deposit balance on NT Dollar accounts

Average deposit balance on foreign currency Accounts

Average loans balance

197.223 billion

25.067 billion

186.886 billion
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Future development strategies

Enrich working capital, optimize asset quality, maintain low non-performing loan ratio, and improve operating
efficiency.

Grasp social trends to develop business, exercise customer-oriented operation, provide characteristic financial
products and financial services, and enhance customer trust.

Diversify business development, strengthen collective marketing with affiliated enterprises, exercise the spirit of
collective marketing, and expand business operation scale.

Strengthen corporate governance, enhance the positive image of the company, implement social care, cultivate
local communities in-depth and fulfill social responsibility.

Train various talents, activate organizational energy, enhance employee welfare and optimize human resources.

Impacts of the external competitive environment, regulatory environment, and the
overall business environment

External competitive environment

In recent years, most banks started the digital transformation. Last year, due to the impact of the epidemic, banks
have accelerated the pace of digital transformation. To allow customers to use the Bank’s digital financial services
more quickly, the banking industry has launched IT transformation projects. Thus, the concept of ubiquitous
financial services in Bank 4.0 can be realized. In the competitive and rapidly changing market, traditional banks
must keep up with this wave of IT transformation trends to avoid being eliminated.

Laws & regulations

Anti-money laundering, the counter-terrorism financing, and preventing security risks have been listed as the focus
of financial supervision. To maintain the trustworthiness of our financial system and ensure the security and order
of our financial market, the Financial Supervisory Commission requests the financial industry to comply with law
and regulations, anti-money laundering, and counter-terrorism financing, strengthen the competence and
qualification, professional training, and role function of regulatory compliance personnel and officer; also,
strengthen the notification mechanism.

With the development of information technology and the continuous promotion of the digital financial environment
by the banks, the Financial Supervisory Commission also asks banks to strengthen the information security culture,
comply with relevant information security regulations, and implement an information security contingency plan
and notification mechanism. The Bank will cooperate with the requirements of the competent authority to establish
relevant management measures, implement anti-money laundering and counter-terrorism financing operation, and
strengthen information security risk control.

The Financial Supervisory Commission started to implement the assessment mechanism of the fair treatment
principle in 2019 to promote the implementation of the corporate culture of "fair treatment™ in the financial industry.
In order to strengthen the implementation of the regulations of the competent authorities, the Bank has established
internal regulations, organized regular online education and training, and arranged self-evaluation of compliance
with laws and regulations to deeply implant the concept of fair treatment to the organization and all employees.

Macroeconomy

In 2020, coronavirus (COVID-19) ravaged the world, and countries adopted strict control measures such as
lockdowns, border closures, and restrictions on human activities to prevent the spread of the epidemic, bringing
global economic demand to a near halt. Despite Taiwan's proper prevention, the global economic downturn has
dragged down Taiwan's economy. Taiwan's economy declined significantly in the first half of 2020, but since the
third quarter, as major countries restarted their economic activities, the domestic traditional industries gradually
recovered as overseas demand rebounded, and the electronic information industry benefited from strong demand
for emerging technology applications and remote business opportunities. In addition, the new orders received by
semiconductor makers from Europe and the U.S., as well as the rush orders placed by Chinese makers under U.S.
sanctions, have led to a gradual strengthening of the overall manufacturing industry in the second half of the year.
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V.

Looking ahead to the domestic economy in 2021, the impact of the epidemic is expected to gradually decrease in
2021. Together with the low base period, major international forecasters believe that global economic and trade
growth will be significantly better in 2021 than in 2020. Continued investment in advanced manufacturing
processes by the domestic semiconductor manufacturers, benefits from global supply chain restructuring, the
government actively promotion of green energy construction, attracting foreign investors to Taiwan, all of which
help drive domestic demand performance. For the macroeconomy in 2021, the Directorate General of Budget,
Accounting and Statistics estimates that the domestic economic growth rate will reach 4.64% in 2021, an increase
of 1.53% from 3.11% in 2020.

The latest credit rating results

Date of credit rating Credit rating agency Domestic International
Long-term Short-term Rating Long-term Short-term Rating
2020.05.12 Fitch Ratings Co., Ltd. credit ratings | credit ratings outlook credit ratings | credit ratings | outlook
A+ (twn) F1 (twn) Negative BBB F3 Negative
VI. Conclusion

In 2020, the COVID-19 pandemic disrupted everyone's lives and severely affected the global economy and trade,
leading to negative growth in the economies, decline in global trade volume and spikes in unemployment rate, etc.
Thanks to the support from loyal customers and shareholders, as well as the efforts of all employees, the Bank's
profits did not decline due to the pandemic; on the opposite, it actually bucked the trend and achieved substantial
growth. The trust and support of our customers is the driving force for the Bank to continuously strive to
self-transform. Moving forward, the Bank also endeavors to uphold the spirit of being customer-centric, provide the
best products and services, generate the greatest benefits for shareholders, and create a differentiated bank.

Sincerely yours, Chairman Chen-Chih, Tai



U905357
董事長
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Chapter 2.  Bank introduction

I. Establishment date of the Bank
November 1, 1948

I1. Bank history

Date
November 1, 1948

January 1, 1978
July 20, 1983
March 14, 2000

Milestones
Tainan Union Savings Company with a capital of $20 million in Old Taiwan Dollar.

Authorized to be reorganized as “Tainan SME Bank”

Listed on the Taiwan Stock Exchange with a stock code “2809.”

The International Banking Department was established.

Invested in and organized the subsidiaries “Tainan Life Insurance Agent Co., Ltd.” and “Fucheng Property

May 17,2002 Insurance Agent Co., Ltd.”

July 24, 2002 Established the Offshore Banking Branch (OBU)
August 15, 2005 Processed capital increase of NT$3.6 billion in cash.
May 3, 2006 Renamed as “King’s Town Bank.”

March 28, 2011

In order to refine the corporate governance and strengthen the professional functions of the board of directors, an
“Audit Committee” was set up with the participation of all the independent directors of the Company; also, the
supervisor system was abolished thereafter.

September 26, 2011

In order to refine the salary and remuneration system of the directors and managers of the Company, a
“Compensation Committee” was set up.

January 22, 2015

Invested in and established the subsidiary “King’s Town International Leasing Co., Ltd.”

December 7, 2016

King’s Town International Leasing Co., Ltd., the subsidiary, invested in and established the sub-subsidiary
“King’s Town International Construction Management Co., Ltd.” with 100% shareholdings acquired.

In order to refine the nomination system for members of the board of directors and senior managers of the
Company, a “Corporate Governance and Nomination Committee” was established.

In order to integrate resources and improve operating efficiency, “Tainan Life Insurance Agent Co., Ltd.” and
“Fucheng Property Insurance Agent Co., Ltd.” were merged into the Bank on June 3, 2019 with the business
handled by the Bank’s “Banking and Insurance Department” continuously.

Wan Taig Securities Co, Ltd. was acquired and became a 100%-owned subsidiary of the Bank.

November 13, 2017

June 3, 2019

January 1, 2021

I11. The bank mergers and acquisitions, reinvested affiliated companies, and reorganizations
in 2020 and as of the end of February 2021 are as follows:

Currently, the Bank's invested companies include the subsidiary “King’s Town International Leasing Co., Ltd.” with
100% shareholding acquired and the sub-subsidiary “King’s Town International Construction Management Co., Ltd.”
that was invested by King’s Town International Leasing Co., Ltd. with 100% shareholdings acquired. To implement the
mission of local operation and provide customers with more comprehensive and diversified financial services, the Bank
received approval from the competent authorities to reinvest in "Wan Taig Securities Co, Ltd." on Oct. 27, 2020. On Jan.
5 2021, the Bank acquired all the shares of the company and became a 100%-owned subsidiary of the Bank.

IV. Form an affiliation with a particular financial holding company and the time starts
forming an affiliation with the holding company: None.

V. Asubstantial transfer or replacement of the equity by directors, supervisors, and those
who are required to declare equity in accordance with Article 25, Paragraph 3 of the
Banking Act in 2020 and as of the end of February 2021: None.

V1. Changes in operating rights, major changes in operating methods or business operation,
and other important matters sufficient to affect shareholders’ equity that also impact on
banks consequently: None.
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Chapter 3  Corporate Governance Report
l. Organization

(I)  Organization chart (Base date: 2021.02.28)

Shareholders’
Meeting
Audit Committee
Compensation Committee g?r?c?o?g
Auditing Department
Corporate Governance and g bep
Nomination Committee
Chairman
Investment Management
Committee
Asset and Liabiity
Manaagement Commitee Vice Chairman
Credit Assessment Committee Strateggog‘r%):r:?tions
HR Review Committee - President Ris.'ée'\ﬂgﬂarﬁgﬁe”t
Trust Property Evaluation -
Committee. Compliance Department
Risk Management Committee Executive /Senior
Vice President
Information Security
Manaaement Committee

Ngo % sayouelg
wswedaq ssauisng
181U [euoiBay 1pald
Juswredaq Bupjueg jeuoireusdiu]
Juswredag Ainseal
Juswedaq 1sniL
juswredaq sourInsseoueg
swedaq 891AISS JUBWISAAU]
Juswiedaq JUBWISSaSSY 1PalD
Juswedaq sireyy [eba]
Wiswiedaq s80In0say UewinH
swedaq Juswabeue UoneASIUIWPY
Juswpedaq
Juswabeue| [auueyD 79 901AISS [eubig

juswiedaq ABojouyda] uoltewloyu|




Ill. Corporate Governance Report

(1)  Major departments functions

1.

10.

11.

12.

13.

14.

15.

16.

17.

Auditing Department: Responsible for the planning, supervision, implementation, follow-up and review of the
audit business and internal audit work of the Bank.

Strategy & Operations Department: Based on the development vision and goals of the management to review
and improve the organization, system, and process and formulate an action plan.

Digital Services & Channel Management Department: Coordinate the planning and enactment of the Bank’s
deposit, remittances, channels, operation manuals and bank-wide digital financial policy; also, coordinate the
planning and counseling of product design, programming and marketing.

Investment Service Department: Coordinate the planning and implementation of the Bank’s wealth
management business; enact the management, training and performance evaluation system of the wealth
management personnel.

Trust Department: Coordinate the planning and enactment of the operation procedures, management methods
and operation manuals for the Bank’s trust business, as well as trust product planning, education and training
and promotion.

Treasury Department: Manage the Bank’s fund planning and investment related work.

International Banking Department and OBU branch: Coordinate the planning and enactment of the Bank’s
education and training, foreign exchange operation procedures, management methods and operation manuals.
Risk Management Department: Coordinate the draft and implementation of the Bank’s risk management and
information security policy, and reporting to the competent authorities, as well as the control of various
investment positions and transaction amounts.

Credit Assessment Department: Coordinate the Bank’s credit review, credit check, appraisal, loan
appropriation and matter related to the enactment of rules and regulations and credit deeds.

Legal Affairs Department: Coordinate the Bank’s legal affairs and debt management of non-performing loans.
Compliance Department: Coordinate the planning, management, and implementation of the regulatory
compliance system; supervise the identification and evaluation of money laundering and terrorism financing,
as well as the planning and implementation of policies and procedures.

Administration Management Department: Coordinate the matters related to the Bank’s board of directors,
stock affairs administration, public relations advertising, accounting, procurement, and property management.
Human Resources Department: Coordinate the Bank’s personnel-related administrative operation and the
planning and implementation of employee development and human resources-related systems.

Bancassurance Department: Responsible for the planning, promotion, and implementation of the Bank’s
insurance agency business.

Information Technology Department: Coordinate the planning, development, and management of the Bank’s
various information systems, as well as the deployment, installation, and troubleshooting of computer-related
software and hardware.

Credit Regional Center: Coordinate the credit promotion, credit check, confirmation and collection of
non-performing loans.

Business Department: Manage the deposits, loans, exchanges, collection and advance and various clearing
businesses of the branches.
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(M

Information on the Bank's Directors, Supervisors, Presidents, Executive/Senior Vice Presidents, Vice Presidents, heads of all the Bank's
Divisions and Branch Units, and Retired Chairman and President acting as the Bank’s consultants

Information on Directors

1.  Directors' profile
Base date: 2021.02.28
. Executives, Directors or
Shareholding by L
N . ) : . " Supervisors who are spouses
Tite N;tll;;):eag;y/ Narme Gender Date Term | Date First Shareholding when Elected Current Shareholding Spouse & Minor Shareholding Nominee Experience Current Bank & Other |or within the second degree
SEE e Elected |(years)| Elected Arrangement (education) Positions of Kinshi
Shares % Shares % Shares % Shares % Title | Name |Relationship
39,399,025 3.48% 39,399,025 3.51% - - - - - - - - -
Director of King's
Education: Town International
Department of |Leasing Co., Ltd.,
Business Director of King's
. Management | Town International
Rg;) [I(_eisaenntz::ve of National Real Estate
. Republic of Investrgen? 3 Chyng I-_Ising M_anagement Co,, L., L
Chairman| ““cpina | o, Lid, - | Male [2020.05.12) o o 12005.06.23 78,209,000 6.91% 78,209,000 6.98% 5,890,000 0.53% 0 o|  University | Director of Payeasy |, (Olivia) Father and
Chen-Chih Experience: Digital Integration Co.,, Tai | daughter
Tai ! Chairman of | Ltd., Director of
King's Town [Mentex Glass INV
Bank, DEV. Inc., Director of
Executive Taijia Industrial Co.,
Director of Ltd., and Director of
Makoto Bank |Taiwan Pulp and Paper
Corporation
39,399,025 3.48% 39,399,025 3.51% - - - - - - - - -
. Director of King's
Ed:ﬂc;st;grnbf Town International
Representative Economics of Dir tgr £ Kin S
of Tiangang Stanford Tove\zl‘ri (I’ntgrnatic?nsal
Vice |Republic of| Investment 3 University .
Chairman| China | Co. Ltd,- | Male [2020.05.12) /o, o 12005.06.23 0 0 0 23,756,000 2.12% 0 0| Experience: E??esggr%?ht:gi'Hzo Nil | Nil Nil
Chiung-Ting, Vice Chairman | . . !
Tsai of King's Director of Jingzhan
Town Bank Hotel Co., Ltd.,
Vice Presid]ent Director of Jingyue
of Vincera Hotel Co., Ltd., and
. Director of Kangdi
Capital Group Lehua Co., Ltd.
5,000,000 0.44% 5,000,000 0.44% - - - - - - - - -
Ed’l\JAC:;t':P;f Principal of Min Da
Public Senior High School,
Representative Administration magac‘c)]lggs:{p:tr;nsor
of Fu Chiang of University Educ'at.ior} Als\slociation
. Republic of | Investment 3 of Southern . !
Director | "“china | co. Ltd. - | Male |202005.12) o o 12020.05.12 4,000 0.00% 4,000 0.00% 0 0 0 0 California, [ irector of Shen o | N[N Nil
Chung-Chang, USA Shui- _eCuI tural an
Tsai Experience: Educathna .
Lecturer of Founqatlon, Director
National Open of Tainan County
Universit p Education, Culture and
Lecturer Zf Education Foundation




Shih Hsin
University,
Representative
Assistant of
National
Assembly

Ill. Corporate Governance Report

Director

Republic of
China

Representative
of Fu Chiang
Investment
Co., Ltd. -
Ching-Shun,
Ou

Male

2020.05.12

years

2020.05.12

5,000,000

0.44%

5,000,000

0.44%

7,200,628

0.64%

Education:
Department of
Construction
Engineering,
Cheng-Shiu
Institute of
Technology &
Commerce

Experience:
Chairman of
Baihong
Construction
Co., Ltd.

Chairman of the Board
of Director of Baihong
Construction Co.,
Director of Wangfu
Security Co.,
Supervisor of King s
Town Construction Co.

Nil

Nil

Nil
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Shareholding by

Executives, Directors or

Nationality/ ) Shareholding Current Spouse & Minor Nominee Supervisors who are spouses or
Title Place of Name Gender | Date Elected | 1o | D3t FIrst | when Elected | Shareholding Shareholding Arrangement Experience (education) Current Bank & Other Positions | Within the second degree of
e AN (vears)| Elected 9 kinship
Shares| % Shares % Shares % Shares % Title | Name | Relationship
Education:
Master's degree of Graduate
Institute of Finance of Fu Jen
Catholic University
Experience:
Independent Director of King's
Town Bank, Director of New
Idea International Corp.,
Director of Ximei Agricultural
Biotechnology Co., Chairman |Chairman of the Board of Directors
of Seed Workshop Co., of Excellent Water Appraisal & Co.,
Independent Repuplic of Hung-Liang Cl_wairman of the Board of Director (_)f Excellent Water (_:apital ) ) )
Director China Chiang ! Male 2020.05.12 |3 years|2018.11.02 0 0 Directors of Ungu & Co., Director of Hosun Universal Nil Nil Nil
Biotechnology Co., Co., Ltd., Director of Tung Kuan
Professional Examiner of System Co., Ltd., Director of Fu Jen
Industrial Development Bureau, | Xin Chuan Commercial Co.
Vice President of King's Town
Bank Strategy and Operations
Department, Vice Presidents of
King's Town Bank Risk
Management Department and
Information Technology
Department, Regional Manager
of Taiwan Shin Kong
Commercial Bank
Education: Chairman of Cho Pharma Inc.,
Bachelor of Medicine of Honorary Director, Kaohsiung
Kaohsiung Medical University, |Chang Gung Memorial Hospital,
Honorary Doctor of Director of Fulin Plastic Industry
Engineering of Cheng Shiu (Cayman) Holding Co., Chairman of
University the Board of Directors of the Chen
Republic of Experience: Shiu-Lung Academic Foundation,
Ingﬁ?:&iim China Chi;lgr?ng’ Male 2020.05.12 |3 years|2017.05.17 0 0 Medical Superintendent of Inc., Chairman of the Board of Nil Nil Nil
Kaohsiung Chang Gung Directors of the Chen Shiu-Lung
Memorial Hospital, Foundation for Liver
Independent Director of King's |Transplantation, Director of Taiwan
Town Bank, Academicians of |Bio-development Foundation,
Chinese Academy of Director of Fooyin University,
Engineering, Professor of Director of Taipei Medical
Chang Gung University University
Education:
Bachelor of Economics of
Nihon University
Experience:
Republic of ﬁgz'rrarzzg ng‘:s(l:r;ag;:fe Director of KL_JanIibao Cons;truction
IngeiE::t(iint China  |Chuan-Fu, Hou| Male | 2020.05.12 |3 years|2020.05.12 0 0 s’/r_esident of Kin?'s Town Bank, g%étlr_tzggér?zgg_t;nﬁz_':'gilggor of Nil Nil Nil
ice President o . BL,JS'neSS the Hou Ancestral Hall Fund
Department of King's Town
Bank, Secretary to the Board of
Directors of King's Town Bank,
Business Manager of Dai-Ichi
Kangyo Bank
Note:  The Bank does not have any cases where the Chairman and the President or their equivalent (the top manager) are the same person, spouses, or relatives within the first degree of kinship.
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2. Major Shareholders of the Institutional Shareholders
Base date: 2021.02.28
Name of Institutional Shareholder Major Shareholders of the Institutional Shareholder (Shareholding Ratio)

Baihong Construction Co., Ltd. (90.91%), Tien-Tsan, Tsai (2.82%), Meiyun S. Tsai
Tiangang Investment Co., Ltd. (1.73%), Chieh Chih Construction Co., Ltd. (1.71%), British Virgin Islands Bertmei

Investment Group Co., Ltd. (2.73%), Chiung-Ting, Tsai (0.11%)

Fu Chiang Investment Ltd. Chen, Yi-Ying (100%)

3. Major shareholders of the institutional shareholders that are listed as major shareholders in the preceding paragraph

Base date: 2021.02.28

Name of Institutional Shareholder Major Shareholders of the Institutional Shareholder (Shareholding Ratio)

Tien-Tsan, Tsai (30.35%), Yi-Ying, Chen (34.76%), Chia-Ling, Tsai (34.83%)

Baihong Construction Co., Ltd. Hsin-Yi, Tsai (0.06%)

Tsai-Tien-Tsan (5.30%), Hsien-Tsung, Wang (61.21%),

Chieh Chih Construction Ltd. King's Town Construction Co., Ltd.(33.48%)

British Virgin Islands Bertmei Investment Group Co., Ltd. Atherton Investment Group Ltd (100%)

4.  Professional Qualifications and Independence of the Directors and Supervisors
Base date: 2021.02.28
Meet One of the
: - Number of Other
Criteria Follogar;?iggg{;egslonal Public Companies in
: Status of Independence (Note 2) Which the Individual
Requirements, Together is Coneurrentl
- with at Least Five Years i ny
ane Work Experience (Note 1) Ind g V(; 9 alsj_a
1 2 3 1123 5 [ 6 | 7 [ 8 | o [ 10 [ 11 | 1z |'ndependentDirector
Chen-Chih, vl vlvi|iv]|v]|v]v il
Chiung Ting. /o vlv|iviv|iv]|v]v il
Tsting-Chang, vlvl|lvl|lv|v|v]|v]|v|v]|v]| ]| v Nil
Ching-Shun vlvl|lvl|lv|lv|v]|lv]|v|v|v]|v]|v il
Hung-Liang, .
Chiang v v v v v v v v v v v v Nil
Chag-Long, vlvl|lvl|lv|v|v]|v]|v|v]|v]| ]| v Nil
Chuan-Fu, vlvl|lvl|lv|lv|v]|v|v|v|v|v]|v]|v Nil
Note 1: Shall be with at least 5-year work experience and meet one of the following professional qualification requirements:
An instructor or higher in a department of commerce, law, finance, accounting or other academic department related to the business needs of
the company in a public or private junior college, college, or university;
An instructor or higher in a department of commerce, law, finance, accounting or other academic department related to the business needs of
the company in a public or private junior college, college, or university;
Have work experience in the area of commerce, law, finance, or accounting or otherwise necessary for the business of the company.
Note 2: Respective director and supervisor who meet the following qualifications 2 years before assumption of office and at the time of assumption

office shall put a “v"” in the appropriate space.v’

(1) Not an employee of the Bank or its affiliates.

(2) Not serving as 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, as appointed in accordance with the Securities and
Exchanges Act or with the law of the country of the parent or subsidiary).

(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 any other’s name, in an aggregate amount of 1% or more of the total number of issued shares of the Bank or ranking in
the top 10 in shareholdings.

(4) Not a spouse, relative within the second degree of kinship or lineal relative within the third degree of kinship, of any of the managers
stated in preceding paragraph (1) or the persons in preceding Paragraph (2) and (3).

(5) Not adirector, supervisor, or employee (the same does not apply, however, in cases where the person is an Independent Director of the
Bank, its parent company, or any subsidiary, as appointed in accordance with the Securities and Exchanges Act or with the law of the
country of the parent or subsidiary) of a corporate shareholder that directly holds 5% or more of the total number of issued shares of the
Bank, is ranked in the top 5 in shareholding, or designates its representative to serve as a director or supervisor of the Bank under
Article 27, Paragraph 1 or 2 of the Company Act.

(6) Not adirector, supervisor or employee of other companies that are controlled by the person who also controls the majority of the
Bank’s director seats or voting shares (the same does not apply, however, in cases where the person is an Independent Director of the
Bank, its parent company or any subsidiary, as appointed in accordance with the Securities and Exchanges Act or with the law of the
country of the parent or subsidiary).

(7) Not adirector (or governor), supervisor or person holding an equivalent position of the Bank and that person in any of those positions
at another company or institution are the same person or are spouses (the same does not apply, however, in cases where the person is an
Independent Director of the Bank, its parent company or any subsidiary, as appointed in accordance with the Securities and Exchanges
Act or with the law of the country of the parent or subsidiary).

(8) Not adirector (or governor), supervisor, managerial officer, or shareholder holding 5% or more of the shares of a specified company or
institution that has a financial or business relationship with the Bank (if the specified company or institution holds 20% or more and no
more than 50% of the total number of issued shares of the company, the same does not apply, however, in cases where the person is an
Independent Director of the Bank, its parent company or any subsidiary, as appointed in accordance with the Securities and Exchanges
Act or with the law of the country of the parent or subsidiary).
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(9) Not a professional individual or an owner, partner, director (or governor), supervisor, or managerial officer of a sole proprietorship,
partnership, company or institution that, provides auditing services to the Bank or its affiliates, or that provides commercial, legal,
financial, accounting or related services to the Bank or its affiliates for which the provider in the last 2 years has received accumulative
compensation less than NT$500,000 or a spouse thereof; Provided that this restriction does not apply to a member of the Compensation
Committee, public tender offer review Committee or special Committee for merger/consolidation and acquisition, who exercises
powers pursuant to the Securities and Exchanges Act, the Business Mergers and Acquisitions Act, or related law and regulations.

(10) Not a spouse to or kin at the second pillar under the Civil Code to any other director.

(11) Not under any of the categories stated in Article 30 of the Company Act.

(12) No Government Apparatus agency;, juristic person or its representative is elected under Article 27 of the Company Act.

5. Continuing education of directors

Title Name Training Date Organizer Course Title/Subject Hours From
Chairman Chen-Chih, | 2020.10.26 Securities and Futures Inst!tute "Anti-money _Laundering and Cot_mter-Terr_orism Financing" 3
Tai 2020.10.26 |[Securities and Futures Institute ["The Latest Fintech and Information Security Issues" 3
Vice Chiung-Ting,| 2020.10.26 |Securities and Futures Institute |"Anti-money Laundering and Counter-Terrorism Financing" 3
Chairman Tsai 2020.10.26 |[Securities and Futures Institute ["The Latest Fintech and Information Security Issues" 3
2020.10.26 |[Securities and Futures Institute ["Anti-money Laundering and Counter-Terrorism Financing" 3
Independent| Chuan-Fu, 2020.10.26 |Securities and Futures Institute ghe Latest Fintech and Information Security Issues” 3
Director Hou ] ] ] irectors and Supervisors Seminar - The Challenges and
2020.06.05 |Taiwan Institute of Directors Opportunities of Corporate Governance under the Changing 6
Circumstances
2020.11.12 Taiwan Corporate Governance |Directors/Supervisors' Responsibility in Misstatement of 3
Independent| Chao-Long, o Association Financial Statements
Director Chen 2020.11.12 :Ib'\asusvggir;t(i:gr:porate Governance Case Study of Battle Over Management Rights 3
Independent| Hung-Liang, | 2020.10.26 |Securities and Futures Institute |"Anti-money Laundering and Counter-Terrorism Financing™ 3
Director Chiang 2020.10.26 |[Securities and Futures Institute ["The Latest Fintech and Information Security Issues" 3
2020.10.26 |Securities and Futures Institute  |"Anti-money Laundering and Counter-Terrorism Financing” 3
) Ching-Shun 2020.10.26 |Securities and Futures Institute |"The Latest Fintech and Information Security Issues” 3
Director Au Directors and Supervisors Seminar - The Challenges and
2020.06.05 |Taiwan Institute of Directors Opportunities of Corporate Governance under the Changing 6
Circumstances
2020.10.26 |[Securities and Futures Institute ["Anti-money Laundering and Counter-Terrorism Financing" 3
) Jong-Chang 2020.10.26 |Securities and Futures Institute |"The Latest Fintech and Information Security Issues” 3
Director Tsai Directors and Supervisors Seminar - The Challenges and
2020.06.05 |Taiwan Institute of Directors Opportunities of Corporate Governance under the Changing 6

Circumstances
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Information on President, Executive/Seinor Vice Presidents, Vice Presidents, and Heads of Various Divisions and Branches Units

Base date: 2021.02.28

Shareholdings

Shares Held by

Shareholding by

Managers who are Spouses or

Title Nationality Name Date Elected Gender Spouse & Dependents| Nominee Arrangement Education Other Position Within the second degree of Kinship
Shares % Shares % Shares % Title Name | Relationship
Republic of Jih-Chen Graduate Institute of
President pub 9 2017.12.26 Male 354,000 0.032 - - - -|Industrial Engineering of Nil Nil Nil Nil
China Chang - . I
National Taiwan University
Executive Vice Republic of Graduate Institute of
- pub Chien-Wei, Pan| 2020.01.30 Male 50,000 0.004 - - - -|Business Administration of Nil Nil Nil Nil
President China e o
California State University
Republic of Graduate Institute of
Chief Auditor pChina Ching-Chu, Pai| 2018.11.06 Male 51,022 0.005 - - - -|Finance of National Cheng Nil Nil Nil Nil
Kung University
Compliance Department of Business
Department Republicof | ChINCReNS. | 20201027 | Male | 301444 0027 - - - -{fdmintstration of Hsingwu | Director of WanTaig Nil Nil Nil
SeniorVice President Commerce g P
Investment Service Republic of Institute of Science and Director of WanTai
Department Pub Qi-Wei, You | 2020.08.25 Male 66,000 0.006 - - - -| Technology Law of : g Nil Nil Nil
. - ; China A Corporation
Senior Vice President Soochow University
Treasury Department Republic of Department of Economics
\ice President China Chih-Jin, Wu 2011.03.01 Male 124,000 0.011 - - - - (lJaniCViyrnSeits; Culture Nil Nil Nil Nil
Vice Pre(s)lgggé of Head 2019.02.26 Financial Operations
Vice Presidentof | RePUblicof | e chen, su Female 98,350  0.009 - - ; -|Institute of National = il il Nil Nil
Tainan Credit Regional China 2018.12.25 Kaohsiung First University
ainan Lreait Regiona R of Science and Technology
Center
Supervisor of King's Town
. . International Leasing Co.,
VA?;L??;?:S;? Republic of Chien-Ko Graduate Institute of Ltd., Supervisor of King's
Pub ! 2018.10.02 Male 285,444 0.025 - - - -|Finance of National Chung |Town International Real Nil Nil Nil
Management China Yang L
Department Cheng University Estate Management Co.,
P Ltd., Director of Asia Pacific
Certification Co., Ltd.
] . . Department of Finance and
Vice Preggﬁg of Head Repcﬁ::g f | Ving-Shuo, Lu| 2019.01.23 | Male 35,000  0.003 ; ; ; -|Economics of China il il il il
Institute of Technology
Vice President of Risk
Management 2014.05.27
Department . Department of Information
Vice President of Repcﬁ::g of H”"Sgr;;:"‘g' Male 51,000  0.005 - - - -|Engineering of National Nil Nil Nil Nil
Information 2019.11.01 Chiao Tung University
Technology o
Department
Vice President of
Human Resources Republic of Department of Finance and
Department and pChina Shu-Chen, Tsai | 2020.02.10 Female 205,380 0.018 2,000 0.000 - -|Economics of National Nil Nil Nil Nil
Strategy & Operations Taiwan University
Department
Senior Manager of . AP Department of Business
Credit Assessment | ReRlCOf | CIRChia, | 9018 1295 | Male 100,000  0.009 - - - -| Mathematics of Soochow Nil Nil Nil Nil
Department Y University
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Shareholdings

Shares Held by

Shareholding by

Managers who are Spouses or

Title Nationality Name Date Elected Gender Spouse & Dependents| Nominee Arrangement Education Other Position Within the second degree of Kinship
Shares % Shares % Shares % Title Name | Relationship
. . Department of Banking and
Manager of Legal | Republic of | Shui-Shan, 1 5418 1555 | Male 38,000 0003 - - - - Insurance of Shih Chien Nil Nil Nil Nil
Affairs Department China Huang S
University
. Graduate Institute of . .
Manager of Trust | Republic of | cpip pying 1in| 2019.0401 |  Male 10574| 0001 - - - -|Business Administration of |Director of WanTaig Nil Nil Nil
Department China p ; . ... |Corporation
National Taiwan University
Director of Mentex
Manager of Institute of Financial Risk  |Enterprise Co., Ltd., Director
International Banking | <PURCOT | oiviaTai | 2019.1126 | Female |1,052000]  0.094 - - - -|Management of London —of AdvanPak Inc. Ltd., Nil Nil Nil
Department and OBU China Sch_o_ol of Eponomlcs and  |Director of Talyvan Pglp and
Political Science Paper Corporation, Director
of PH&L International Ltd.
Manager of Digital . .
: . Institute of International . .
Service & Channel Republic of Chi : : : : h . |Director of WanTaig . . .
Management China Yun-Chia, Peng| 2020.02.10 Female 80,000 0.007 Tra_de of_ National Chengchi Corporation Nil Nil Nil
D University
epartment
Acting Manager of Republic of Hung-Pei Department of International
Bancassurance pub g-rel, 2020.01.07 Female 2,000 0.000 - - - -| Trade of Kun Shan Nil Nil Nil Nil
China Hsien L
Department University
Accounting Executive | REPUBIICOF | YurHsUan, | 55146807 | Female 9,000,  0.001 - - - -|Pepartment of Accounting Nil Nil Nil Nil
China Chen of Providence University
Manager of Business Renublic of Department of International
Department of the pCh' Ming-Jen, Wu 2018.12.25 Male 100,244 0.009 - - - -| Trade of Ming Chuan Nil Nil Nil Nil
) ina S
Head Office University
Senior Manager of Republic of g . } } R _| Department of Economics . . . .
Nankan Branch China Kai-Ming, Liu | 2016.12.13 Male 136,000 0.012 of Chung Hsing University Nil Nil Nil Nil
Senior Manager of Republic of Shun-Ming, : : R _| Department of Economics : : : :
Chung Hsiao Branch China Fan-Chiang 2020.02.17 Male 2,000 0.000 of Soochow University Nil Nil Nil Nil
. . . . Department of Business
Sce;‘;grmgngf:;c%f Repcﬁ'n': of M'”%goh'“g' 20200512 |  Male 25,000  0.002 ; ; ; -| Administration of Ling Nil il Nil il
9 Tung University
Senior Manager of . . Department of Banking of
Panchiao Branch | REPUDNiCOf | Yung-Li, 1 50560609 | Male 2,000  0.000 ; ; ; -|National Chengchi Nil il il il
China Huang . .
University
. . . Department of Economics
ii';'ﬁ;ma“g?;é’; Repcﬁ'n'; of CHh:j‘a:” 20200901 |  Male 2180  0.000 ; ; ; |of National Chengchi il il il il
9 9 University
. . Department of Business
Manager of Wenxin | Republic of | Chung-Cheng, | ), ¢ 5 o) Male 3,000  0.000 ; ; . -| Administration of Chung Nil Nil Nil Nil
Branch China Li X . .
Hsing University
Department of Finance and
Manager of Xiluo | Republic of | \yen 1o |jao | 2016.03.15 |  Male 20748| 0002 - - - -| Economics of National Nil Nil Nil Nil
Branch China Yunlin University of
Science and Technology
. . . . Institute of Business
Manager of Huwei Republic of Chih-Chieh, - - . . . . .
Branch Manager China Chen 2016.03.15 Male 22,568 0.002 - - - -|Administration of_ Natl_onal Nil Nil Nil Nil
Chung Cheng University
Manager of Guiren Republic of Ming-Hsien, ) ) R _| Department of Economics . . . .
Branch China Wei 2016.05.24 Male 4,000 0.000 of Tamkang University Nil Nil Nil Nil
Department of Business
Manager of Zhong Republic of Administration of Soochow . . . .
Zheng Branch China Chen-Lin, Lai 2016.12.13 Female 14,000 0.001 - - - “University Nil Nil Nil Nil
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Shareholdinas Shares Held by Shareholding by Managers who are Spouses or
Title Nationality Name Date Elected Gender 9 Spouse & Dependents| Nominee Arrangement Education Other Position Within the second degree of Kinship
Shares % Shares % Shares % Title Name Relationship
Manager of Yongkang | Republic of Chao-Hsien, 2016.12.13 Male R : : : R _| Department of Accounting Nil Nil Nil Nil

Branch China Chou of Feng Chia University

Manager of Xinxing Republic of Chiu-Ching, Graduate School of

. 2016.12.13 Female 16,000 0.001 - - - -|Management of Chang Jung Nil Nil Nil Nil
Branch China Kuo Christian University
. Graduate School of
Manager of Shanhua | Republic of |\, ;) ino ko | 20161213 | Female 10,000  0.001 ; ; . -|Management of National Nil Nil Nil Nil
Branch China -
Chiayi University
. Department of Accounting
Manager of Zhongpu | - Republic of |~ vao 1 in|  2017.01.10 Male 98,425  0.009 50 0.000 . -|and Statistics of Tatung Nil Nil Nil Nil
Branch China
College of Commerce
. . . Department of International
Manager of Tainan | Republicof | Mel-Wen, | 54170411 | Female 11,513|  0.001 - - - -|Trade of International Nil Nil Nil Nil
Branch China Wang
College of Commerce
Manager of Yulin and - : Senior Management Office
Chiayi Credit Regional | RePublicof | Chun-Ching, | 5,7 o6 43 Male 40574 0004|2000  0.000 . -|of National Chung Cheng Nil Nil Nil Nil
China Chen R .
Center University
Manager of Shuanghe Repupllc of Wen-Peng, Mo | 2017.07.03 Male 30,000 0.003 : : R _|Institute of_ Finance o_f Fu Nil Nil Nil Nil
Branch China Jen Catholic University
- . . Department of Agriculture
Manager of Hsintien Republic of Chain-Jen, : ] . . . .
Branch China Chen 2017.07.18 Male 2,000 0.000 - - - -|and Economics of National Nil Nil Nil Nil

Taiwan University

Department of Business
Yuan-Ping, Tsai| 2017.12.26 Male 191,000  0.017| 50,000 0.004 - -|Administration of Southern Nil Nil Nil Nil
Taiwan University of

Science and Technology

Manager of Fucheng Republic of
Branch China

Department of Fashion
Design of Tainan University Nil Nil Nil Nil
of Technology

Manager of Xigang Republic of

. Li-Hsueh, Hsu | 2017.12.26 Female 2,000 0.000 - - -
Branch China

Department of Business
Ching-Mei, Wu| 2017.12.26 | Female 5000  0.000 ; ; ; .| Management of National il il il il
Chia-Yi Senior Commercial

Vocational School

Manager of Dalin Republic of
Branch China

Manager of Madou Republic of Chan-Chih,
Branch China Kang

2017.12.26 Male 2000 0000| 8000| 0001 . .|Department of Economics Nil Nil Nil Nil
of Soochow University

Manager of Xinying Republic of Department of Economics

Kuo-Sung, Kuo| 2018.03.13 Male 4,000 0.000 - - - - Nil Nil Nil Nil

Branch China of Feng Chia University
Department of International
Manager of Yanxing Repupllc of Chin-Chuan, 2018.04.01 Male 2,000 0.000 } } R _| Trade of Tamkang College Nil Nil Nil Nil
Branch China Chang of Technology and
Commerce
. Department of Library
Manager of Zhonghua | - Republic of | o0 i in | 2018.04.01 Male 20000  0000] 2000/  0.000 - | Information of the World Nil Nil Nil Nil

Branch China College of Journalism

Department of Insurance

and Banking Management

Manager of Neihu | Republic of | i chag Ho | 20181225 |  Male 85000  0.008 - - - - Nil Nil Nil Nil

Branch China of Takming University of
Science and Technology
. . Department of Business
Ma”ager;r‘]’;r aipel Repcﬁ:g of |Kuang-Ti, Yang| 2018.12.25 | Male 25000  0.002 ; ; ; -|Administration of Chung il il il il

Yuan Christian University

Manager of Xuejia Republic of
Branch China

s Department of Business . . . .
Li-Ling, Wu 2018.12.25 Female 13,878 0.001 - - - “| Administration of Chinese Nil Nil Nil Nil
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Shareholdings

Shares Held by

Shareholding by

Managers who are Spouses or

Title Nationality Name Date Elected Gender Spouse & Dependents| Nominee Arrangement Education Other Position Within the second degree of Kinship
Shares % Shares % Shares % Title Name | Relationship
Culture University
. . . Department of Applied
Manager of Yanshui | - Republic of | Tsan-Chin, | 518 15 55 | pale 4171|  0000| 3,086  0.000 - -| Mathematics of Chung Yuan Nil Nil Nil Nil
Branch China Mao L o
Christian University
Manager of Xinhua Repub_llc of | Ching-Chung, 2018.12.25 Male 2,000 0.000 } } } : Department of_Ecoqomlcs Nil Nil Nil Nil
Branch China Hsu of Tunghai University
Department of Accounting
. . and Statistics of National
Manager of East Tainan| - RepUbIIC O | wpei-Lien, wu | 20181225 | Female 30,784/  0003| 5000  0.000 - -|Tainan Commercial Nil Nil Nil Nil
Vocational Senior High
School
. . Department of Finance of
Manager of Shuishang | Republicof | Man-Chun, | 551901 53 | Female 2,000 0000] 2000  0.000 . -| Tatung Institute of Nil Nil Nil Nil
Branch China Chu
Commerce and Technology
. . Department of Accounting
Manager of Zhugi | Republicof |\ ; \ven 7eai | 2019.0123 | Female 8,199  0.001 ; ; ; -|and Statistics of Tatung Nil il il il
Branch China
College of Commerce
. . . Department of Business
Manager of North | Republic of | Ying-Hsiang, | 514 g 53 Male 22000 0002| 5000  0.000 . -|Administration of Tunghai Nil Nil Nil Nil
Kaohsiung Branch China Wang S
University
Manager of Songshan | - Republic of | - snyy peng | 2019.0226 |  Male 75000  0.007 - - - -|Department of Economics Nil il Nil Nil
Branch China of Soochow University
Institute of Human
Manager of East Republic of Shu-Ling, : : R _|Resources Management of . . . .
Hsinchu Branch China Chang 2019.02.26 Female 2,000 0.000 National Sun Yat-sen il Nil Nil Nil
University
Manager of Jiali Republic of g : _|Department of Economics . . . .
Branch China Ten-Yuh, John | 2019.04.01 Male 5,060 0.000| 15,866 0.001 of Tamkang University Nil Nil Nil Nil
I . Department of Banking and
Manager of Xinshi | Republic of | i 500 Teai| 2019.10.08 | Female 35086  0.003 ; ; . -|Insurance of Feng Chia Nil Nil Nil Nil
Branch China i i
University
. . . Department of International
Mamggf‘;gﬁ'c““”g Repcﬁ'n'; of MC'?]?af]oe 2019.11.01 Male 10,000  0.001 ; ; ; | Trade of Chung Yuan il il il il
Y Christian University
Department of Business
. . Management of National
Manager of Douliu | Republicof | Shu-Chueh, | 55191530 | Eemale 83,000 0007 ; ; ; | Tuku Vocational High Nil Nil Nil Nil
Branch China Chen
School of Commerce and
Industry
Department of Business
Manager of Beigang Republic of N : : : _|Management and Design of . . . .
Branch China Li-Fen, Tu 2019.12.30 Female 5,000 0.000 Tatung Institute of Nil Nil Nil Nil
Commerce and Technology
Department of Accounting
Manager of Puzi Republic of Yin-Shu, } } R _|nd Statistics of San Sin . . . .
Branch China Huang 2019.12.30 Female 21,006 0.002 High School of Commerce Nil Nil Nil Nil
and Home Economics
. Department of Accounting
Manager of Dounan | Republicof | ;v\ 2o | 20191230 | Female 9,000  0.001 ; ; . -|and statistics of Tatung Nil Nil Nil Nil
Branch China
College of Commerce
_— . Department of Accounting
Manager of Liujia | Republic of | o\ vri wy | 20191230 | Female 19,041  0.002 ; ; ; -|of National Open il il il il
Branch China ;
Commercial School
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Shareholdings Shares Held by Shareholding by 'I\/I_anagers who are Spouses'or )
Title Nationality Name Date Elected Gender Spouse & Dependents| Nominee Arrangement Education Other Position Within the second degree of Kinship
Shares % Shares % Shares % Title Name Relationship
Manager of Annan - Republic of | oyia piag Tien| 2019.1230 | Male 10100{  0.001| 37000  0.003 - -|Pepartment of Economics Nil Nil Nil Nil
Branch China ! T ' ) ' ) of Feng Chia University

Manager of Lunbei Republic of Department of International

. Mei-Ling, Lin | 2019.12.30 Female 10,000 0.001 - - - -|Trade of Ling Tung Nil Nil Nil Nil
Branch China S
University
. Department of Finance and
Manager of Anhe | Republic of |5 oo chen| 20191230 | Male 4000 0.000 ; ; ; | Banking of Hsing Kuo il il il il

Branch China University of Management

Manager of Guanmiao Department of Accounting

Republic of Chien-Jung,

Branch " . 2019.12.30 Female 2,000 0.000 - - - -|and Statistics of Tainan Nil Nil Nil Nil
China Lin X .
University of Technology
Manager of Luzhou Republic of Department of Economics
9 Pub Ssu-Hao, Chen | 2019.12.30 Male 2,000 0.000 - - - -|of Fu Jen Catholic Nil Nil Nil Nil
Branch China . B
University
Department of Land
Manager of Gangshan | - Republic of | . ~pone 1in | 2019.12.30 Male 3,000  0.000 - - - .| Management and Nil Nil Nil Nil

Branch China Development of Chang Jung

Christian University

Graduate Institute of
International Business . . . .
2019.12.30 Male 75,000 0.007 - - - “| Administration of Sheffield Nil Nil Nil Nil

Hallam University

Manager of Xinzhuang | Republic of Shih-Hsun,
Branch China Chou

Financial Operations

Institute of National

Manager of Hsinchu |- Republic of vy jei pygy | 20191230 |  Male 250000 0002 - - - - Nil Nil Nil Nil

Branch R China Kaohsiung First University
of Science and Technology
] . Department of Public
Manager of Nanzi | Republic of | 1o viy wen | 20191230 | Female 9,000  0.001 - - - -|Finance Taxation of Tatung Nil Nil Nil Nil
Branch China
College of Commerce
Manager Yunon Republic of Department of Finance of
g 9 pub Meng-Ya, Hsu | 2019.12.30 | Female 11,002  0.001 - - - -|Hsing Kuo University of Nil Nil Nil Nil
Branch China
Management

Institute of Finance of
20200301 | Male 2,000 0.000 . . ; .|National Kaohsiung Nil Nil Nil Nil
University of Science and

Technology

Manager of Kaiyuan Republic of Chien-Hsun,
Branch China Tseng

Integrated Business

Manager of Yujing Republic of Division of Tainan

Branch China Li-Hsueh, Su 2020.03.01 Female 27,000 0.002 - - - “| Commercial Vocational Nil Nil Nil Nil
School
. . . Department of International
Manager of Dali | Republicof | Ming-zhou, | 55500515 | pale 3000/  0.000 - - - -|Trade of Providence Nil il il il
Branch China Kuo N .
University
Manager of Zhongli Republic of | Chih-Chiang Department of International
. X ' | 2020.07.28 Male 2,000 0.000 - - - -| Trade of Ming Chuan Nil Nil Nil Nil
Branch China Chiang L
University
Manager of Taoyuan Republic of Sheng-Yuan, 2020.07.28 Male 8,000 0.001 : : : _|Department of Statistics of Nil Nil Nil Nil

Branch China Lo Shih Chien University

International Trade Division
2020.09.01 Female 15,799 0.001 - - - -|of Tainan Commercial Nil Nil Nil Nil
Vocational School

Manager of Rende Republic of |Chiung-Chiang,
Branch China Tsai

Manager of Meishan Republic of Shu-Chuan,
Branch China Kuo

2020.11.01 | Female 22,000  0.002 ; ; i .|Integrated Business Nil Nil Nil Nil
Division of National
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Shareholdinds Shares Held by Shareholding by Managers who are Spouses or
Title Nationality Name Date Elected Gender 9 Spouse & Dependents| Nominee Arrangement Education Other Position Within the second degree of Kinship
Shares % Shares % Shares % Title Name Relationship
Hua-Nan Vocational High
School
. . . Department of Economics
Manager of Baihe | Republicof | TYing-Feng. | 5551101 | Male 10073|  0001| 20000  0.002 -|of Fu Jen Catholic Nil Nil Nil Nil
Branch China Tsai A
University
Manager of Chiayi Repupllc of Chin-Shan, 2020.12.22 Male 1113 0.000 ; ; ) Departn_went_of St_atlstlcs of Nil Nil Nil Nil
Branch China Chang Tunghai University
. . Department of Accounting
Ma”agBe:a?]fc;('”gye REPC‘;E:;: Of Iping-Hsun, Tsai| 20201222 | Male 18310|  0.002 ; ; |and Statistics of Tatung Nil il il il
College of Commerce
Manager of Taibao Republic of Department of Finance and
. Hsiu-Mei, Lin | 2020.12.22 Female 7,706 0.001 5,000 0.000 -|Economics of Nanhua Nil Nil Nil Nil
Branch China Universi
niversity
Manager of Republic of Department of Accounting
Minghsiung Branch China Yu-Mei, Chen | 2020.12.22 Female 30,379 0.003 - - -|and Statistics of Tatung Nil Nil Nil Nil
College of Commerce

Note:

(111) Reappointment of Retiring Chairman and President as Consultants

The Bank does not have any cases where the Chairman and the President or their equivalent (the top manager) are the same person, spouses, or relatives within the first degree of kinship.

: _— Position before retirement Date of serving as a Purpose of Segregation of . Ratio of remuneration to net
il ety NS Clansier Institution and title Retirement date consultant employment duties ETERETEDT income after tax
Note:  Net income after tax shall refer to the net income after tax on the parent company only or individual financial statement in the most recent years
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I11. Remuneration of Directors, Independent Director, Supervisors, President, Executive/Senior President and employees

()  Remuneration of Directors and Independent Directors

2020
Unit: NT$
Remuneration Total amount of A, Relevant remuneration received by directors who are also employees Total amount of
Base compensation Business expense 2, CaD Salary, bonuses, and | Severance pay and (4[24 (€, 4[5, [PETL Compensatio
Ap Pension (B) Compensation (C) aIIowancesp D after-tax net ally)'wances E ensionp '¥ Remuneration to employees (G) | G to after-tax net T frgm o
) (D) income ratio ® P F income ratio investedy
Title N All All All All All All All All companies All e ——
companies companies companies companies companies companies companies The Bank mentioned in the companies othertﬁan%he
The Bank mentioned | The | mentioned The mentioned The | mentioned | The |mentioned| The | mentioned | The [ mentioned financial The | mentioned R
in the Bank in the Bank in the Bank in the Bank in the Bank in the Bank in the statements Bank in the subs’i)dia):
financial financial financial financial financial financial financial Cash| stock | cash | stock financial Y
statements statements statements statements statements statements statements statements
Chairman Chen-Chih, Tai [6,323,000| 6,323,000/ 0 0 0 0 240,000{  240,000| 0.12% 0.12%| 0 0 0 0 0 0 0 0 0.12% 0.12% Nil
Vice Chairman Ch'”%;'”g' 4723,000| 4,723,000 0 0 0 0 240,000|  240,000{0.09%|  0.09%| © 0 0 0 0| o 0 0 | 009%| 009%| Nil
. Hsien-Tsung, .
Director (Note) Wang 179,000 179,000 0 0 0 0 104,000{ 104,000| 0.01% 0.01%| O 0 0 0 0 0 0 0 0.01% 0.01% Nil
Director (Note) Cﬁs“gﬂﬂng 179,000 179,000 0 0 0 0 108,000( 108,000| 0.01% 0.01%| 0 0 0 0 0 0 0 0 0.01% 0.01% Nil
Director (Note) |Ching-Shun Ou| 306,667 306,667 0 0 0 0 183,334|  183,334| 0.01% 0.01%| © 0 0 0 0 0 0 0 0.01% 0.01% Nil
Director (Note) Joniscari‘ang 306,667 306,667| 0 0 0 0 183,334| 183,334/ 0.01%|  0.01%| 0 0 0 0 0 0 0 0 0.01%|  0.01%|  Nil
Independent | - Ming-Tai, | a55 500 355,000[ 0 0 0 0 112,000) 112,000{0.01%|  0.01%| 0 0 0 0 ol o 0 0 0.01%|  0.01%|  Nil
Director (Note) Chen
Independent Chao-Long, .
Director Chen 963,000 963,000f 0 0 0 0 294,000{ 294,000( 0.02% 0.02%| 0 0 0 0 0 0 0 0 0.02% 0.02% Nil
Independent | Hung-Liang, | o653 500 963,000| 0 0 0 0 294,000 294,000/ 0.02%|  0.02%| 0 0 0 0 0 0 0 0 0.02%|  0.02%|  Nil
Director Chiang
Independent | oy o0 Fu, Hou| 613,334 613,334 0 0 0 0 183,334 183,334 0.01%|  0.01%| 0 0 0 0 ol o 0 0 0.01%|  0.01%|  Nil
Director (Note)

Note: Directors Hsien-Tsung, Wang, Chi-Chung, Chuang, and Independent Director Ming Tai, Chen retired on May 12, 2020; Directors Ou, Ching-Shun, Tsai, Chung-Chang, and Independent Director Chuan-Fu, Hou took office on May 12, 2020, and this
table discloses their remuneration during the term of office in 2020.

1. Please describe the independent director remuneration policy, system, standard, and structure, and the connection between the amount of remuneration and the considered factors such as their responsibilities, risks, and invested time.

Independent Director remuneration policy: the remuneration of Independent Directors of the Bank shall be set out in the Articles of Association and may be subject to a reasonable remuneration different from that of the ordinary directors. Responsibilities of
Independent Directors: At least one Independent Director shall attend in person any meeting of the Board. With respect to the following matters that must be approved by resolution at a Board meeting, all Independent Directors shall attend the meeting in
person or appoint another Independent Director to attend the meeting as a proxy.  Any objection or reservation made by an Independent Director shall be set forth in the minutes of the Board meeting; if an Independent Director is unable to attend the
Board meeting in person to express his objections or reservations, he shall, unless he has valid reasons, give a written opinion in advance and set it out in the minutes of the Board meeting: |. The Bank's operating plan. Il. Annual and semi-annual financial
reports; 111. Formulate or amend internal control system pursuant to Article 14-1 of the Securities and Exchanges Act, and evaluate the effectiveness of the system; IV. Formulate or amend the procedures for handling financial or business activities of a
material nature pursuant to Article 36-1 of the Securities and Exchange act, such as acquisition or disposal of assets, derivatives trading, etc.; V. Matters bearing on the personal interest of a directors; V1. Material assets or derivatives trading; VII. Offering,
issuance or private placement of any equity-based securities; V1I1. Appointment, discharge or compensation of CPAs; IX. Appointment or discharge of a finance officer, accounting officer or chief auditor; X. Donations to related parties or material donations
to non-related parties provided that a donation for charity or disaster relief for a material natural disaster may be submitted to the following Board of Directors meeting for ratification; XI. Other matters that shall be decided by the Shareholders' Meetings or
submitted to the Board of Directors or major matters specified by the competent authority in accordance with the law or the articles of association. In addition to the duties and responsibilities of the Board of Directors, all of the Bank's Independent Directors
serve as members of the Audit Committee, Compensation Committee, and Corporate Governance and Nominating Committee, which are functional committees with different responsibilities and time commitments from those of the ordinary directors.
Therefore, they are entitled to a different level of remuneration than ordinary directors.
. Except as otherwise disclosed herein, the directors of the Bank have not received other remunerations for providing services (in a non-employee capacity, such as an advisor) to any of the companies in the consolidated financial statements within the current
fiscal year.

N

Note: 1. Net income after tax of the Bank in 2020 was NT$5,490,966 thousand.
2. The remuneration contents disclosed are different from the concept of income specified in the Income Tax Act, thus, the purpose is for information disclosure only, rather than taxation purpose.
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(1)  Remuneration of the President and Executive/Seinor Vice Presidents
2020
Unit: NT$
Salary(A) Pension (B) Bonus and allowance, etc. (C) Remuneration to employees (D) Total amount of A, B, C and Compensation
All companies mentioned | D to after-tax net income pensati
. . . The Bank |. " : ; from any invested
All companies All companies All companies in the financial statements ratio (%) company other
Title Name The Bank mentioned in The Bank mentioned in The Bank mentioned in All companies than the
the financial the financial the financial Cash Istock|  Cash Stock | The Bank mentioned in the ———.
statements statements statements financial pany
subsidiary
statements
President Jih-Cheng, Chang | 5,102,400 5,102,400 0 0 4,869,000 4,869,000] 424 0 424 0| 0.18% 0.18% Nil
Chief Auditor Ching-Chu, Pai 1,200,000 1,200,000 0 0 918,000 918,000 424 0 424 0| 0.04% 0.04% Nil
Executive VIC® | pion-wei, pan | 3,069,804 3,069,894 0 0 3,000 3,000 424/ 0 424 0| 0.06% 0.06% Nil
President (Note)
Seinor Vice President| Qi-Wei, You 1,476,000 1,476,000 0 0 1,069,500 1,069,500 424 0 424 0| 0.05% 0.05% Nil
Senior \(/I{fft;res'dem Chih-Cheng, Yu | 376,400 376,400 0 0 24,000 24,000( 424| 0 424 0| 0.01% 0.01% Nil
Note: Executive Vice Presidents Chien-Wei, Pan took office on January 30, 2020; Senior Vice President Chih-Cheng, Yu took office on October 27, 2020.
(1) Name of the managerial officers and employee bonus amount paid to managerial officers:
2020
Unit: NT$
Title Name Stock Cash Total Total amount to after-tax net income ratio (%)
President Jih-Cheng, Chang
Chief Auditor Ching-Chu, Pai
Executive Vice President Chien-Wei, Pan
Senior Vice President Qi-Wei, You
Senior Vice President Chih-Cheng, Yu
Vice President Pen-Chen, Su
Vice President (Note) Shea-Lin, Chen 0 5,512 5,512 0.00010038306%
Financial Officer (Vice President) Chih-Jin, Wu
Vice President Chien-Ko, Yang
Vice President Hung-Sung, Shen
Vice President Ying-Shuo, Lu
Vice President Shu-Chen, Tsai
Accounting Executive Yu-Hsuan, Chen
Total 0 5,512 5,512 0.00010038306%

Note:

Vice President Shea-Lin, Chen resigned effective on August 25, 2020.
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(IV)  Analysis of the ratio of total remuneration paid to directors, supervisors, president, and Executive/Seinor Vice
Presidents in the last two years to the net income on the parent company only financial report, remuneration
policies, standards, and packages, procedure for determining remuneration, and linkage thereof to operating

performance and future risk exposure:

1. Analysis of the ratio to the net income on the parent company only financial report

Unit: NT$
2019 2020
Title All companies included in the All companies included in the
i B consolidated financial statements Ui Bel consolidated financial statements
Director 13,888,000 13,888,000 16,853,670 16,853,670
President, -Executive/Seinor Vice 12,667,699 12,667,699 18,109,890 18,109,890
Presidents
Total 26,555,699 26,555,699 34,963,560 34,963,560
Ratio to the net income on the parent 0.78% 0.78% 0.64% 0.64%
company only financial report

2. Remuneration policies, standards, and packages, procedure for determining remuneration, and linkage thereof

to operating performance and future risk exposure:

Director
According to Article 33 of the Articles of Association of the Company, not more than 2% of the earnings, if
any, shall be allocated as remuneration to directors. However, when the Company has accumulated losses,
the Company shall offset the appropriate amounts before remuneration. No remuneration has been paid to
the directors in the last two years. In addition, according to Article 25-1 of the Articles of Association of the
Company: "The remuneration of directors shall be determined by the board of directors with reference to
the standards of the relevant industry and the listed companies.” The Company determines the remuneration
to Directors based on the evaluations on remuneration level of the peer companies, individual performances,
Company’s operating performance and Board performance.

Independent Director

The procedures for determining the remuneration of Independent Directors of the Bank are enacted in
accordance with Article 25-1 of the Articles of Association of the Company. The Board of Directors has
agreed with reference to the standards of relevant industries and listed companies to pay a fixed monthly
remuneration and a business practice fee same as the payment standards for Directors. Independent
Directors will receive a fixed monthly remuneration, but will not receive the director remuneration that is
paid in accordance with the Company’s Articles of Association. In addition, according to Article 5 of the
"Rules Governing the Scope of Powers of Independent Directors™ of the Company, a reasonable level of

remuneration different from that of the Directors is resolved.
President, Executive/Seinor Vice Presidents, Chief Auditor, Managers and Employees

The performance evaluation and remuneration system of the Bank’s President, Executive/Seinor President,
Chief Auditor, managers and employees are handled in accordance with the "Employee Annual Evaluation
Measures," "Employee Benefit Payment Methods" and "Annual Bonus Payment Methods" approved by the
Board of Directors. Proposal is proposed at the Compensation Committee meeting held every year to
discuss the performance evaluation of the manager’s remuneration and benefit package and is submitted to
the board of directors for review and approval. With regard to the bonus, it is to be linked to the Bank’s
departmental performance evaluation results, including operating performance (net income achievement
rate), internal control and regulatory compliance; also, personal performance, responsibilities and personal
contributions with reasonable compensation granted; therefore, salary and compensation are highly related
to the Company’s operating performance. However, if major risk events involving malpractices are
sufficient to cause financial loses to the Company or damage its goodwill, in addition to taking the
necessary disciplinary action according to the law and regulations, the board of directors shall take
measures, such as, dismissal, reassignment, termination, or reduction of remuneration, as necessary. The
Company handles the salary to employees in accordance with "Employee Benefit Payment Methods," and
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the abide by Paragraph 1, Article 5 of the Employment Service Act: .".. employer is prohibited from
discriminating against any job applicant or employee on the basis of race, class, language ..."
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IV. Implementation of Corporate Governance

() Implementation of the Board
A total of 24 Board meetings were held in 2020. The attendance of the Directors was as follows:

Ill. Corporate Governance Report

Attendance in

Attendance

Attendance rate

Title Name person by proxy (%) Note
Representative of
Chairman Tiangang Investment Co., 24 0 100.00%
Ltd. - Chen-Chih, Tai
Vice Representative of
Chairman Tiangang Investment Co., 23 1 95.83%
Ltd. - Chiung-Ting, Tsai
Representative of
Director Tiangang Investment Co., 7 2 77.78% rl]_qe;fétmesboard on May 12, 2020, attended 9
Ltd. - Hsien-Tsung, Wang 9
Representative of
Director Tiangang Investment Co., 8 1 88.89% Left the board on May 12, 2020 , attended 9
Ltd. - Chin-Chung, o970 meetings
Chuang
Representative of Fu N
Director Chiang Investment Co., 15 0 100.00% Electgddf(ir the f'FS‘ time on May 12, 2020,
Ltd. - Ching-Shun, Ou attended 15 meetings
Representative of Fu S
Director Chiang Investment Co., 15 0 100.00% Etltz%tsg df(igtrr:]ee;ﬁtgtslme on May 12, 2020,
Ltd. - Chung-Chang, Tsai
Independent : : o Left the board on May 12, 2020 , attended 9
Director Ming-Tai, Chen 9 0 100.00% meetings
Independent Chao-Long, Chen 24 0 100.00%
Director
Independent O : o
Director Hung-Liang, Chiang 24 0 100.00%
Independent Chuan-Fu. Hou 15 0 100.00% Elected for the first time on May 12, 2020,
Director ' ) attended 15 meetings

Other mentionable items:
l. If any of the following events occurred, the dates of the meeting, sessions, summary of proposal, opinions of all the Independent Directors and
the Company's responses should be specified:
(1) Matters referred to in Article 14-3 of the Securities and Exchange Act:

Circumstances Objections or
referred to an reservations by
. Article 14-3 of Independent
Board of Directors Proposal content and subsequent treatment the Securities Directors
and Exchange
Act
Amendments to the "Regulations Governing Implementation
2020.12.07 of Internal Control and Audit System of King's Town v
14th meeting of the Bank"
15th Board of Independent Directors' opinion: None.
Directors The Company's Response: None
Resolution: Approved by the unanimous decision of the directors present
1. Submission of evaluation results for the independence and v
itability of the Bank's CPA
2020.11.23 suntab_l ity of the Ba sC_ ] i
- 2. Submission of the attestation service provided by the v
13th meeting of the .
Company's CPA
15th Board of - ———
Di Independent Directors' opinion: None.
irectors :
The Company's Response: None.
Resolution: Approved by the unanimous decision of the directors present
2021.02.22 2020 Parent-Only and Consolidated Financial Statements and v
19th meeting of th Business Report
eeting of the Independent Directors' opinion: None.
15th Board of . -
Directors The Company's Response: None.
Resolution: Approved by the unanimous decision of the directors present

(1) Any recorded or written Board resolutions to which Independent Directors have objections or reservations to be noted in addition to the

above: None.

and results of voting shall be specified.

1. The 64th meeting of the 14th Board of Directors held on January 6, 2020 approved the terms and criteria for the annual bonus for the
Chairman and Vice Chairman of the Board of Directors for 2019. Chairman Chen-Chih, Tai and Vice Chairman Chiung-Ting, Tsai
recused themselves from the discussion and voting in accordance with Article 16 of the Board of Directors' Meeting Rules, and did not
exercise their voting rights on behalf of other directors.

2. In the case of "Han Wong Ltd." and "Yue Yang International Industrial Ltd." approved at the 70th meeting of the 14th Board of
Directors held on April 06, 2020, none of the borrowers is an interested party of the Bank, so it is a normal case that can be discussed

in accordance with the regulations.

Regarding recusals of directors from voting due to conflicts of interestes, the names of the directors, contents of motion, reasons for recusal,

However, considering that the seller of the collateral is King's Town Construction Co. Chairmam

Chen-Chih,Tai, Vice Chairman Chiung-Ting, Tsai and Director Chin-Chung, Chuang of Tiangang Investment Co.,Ltd.are willing to
recuse themselves from the discussion of these two cases from a more critical point of view, and have not participated in the discussion
and voting, nor have they exercised their voting rights on behalf of other directors.
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3. In the case of "Chuan Shi De Development Ltd." and "Juren Construction Ltd." approved at the 71st meeting of the 14th Board of
Directors held on April 27, 2020, the borrowers are not interested parties of the Bank, and the discussion of these cases is in
accordance with the regulations. The seller of the collateral for "Chuan Shi De Development Co., Ltd." is King's Town Construction

the seller of the collateral for "Juren Construction Co., Ltd." is Huangyi Construction Co. (Responsible person

Co. Ltd. and

Hsien-Tsung,Wang, Director Tsai S., Mei-Yun)

The execution of the Board's evaluation:

is an interested party of Tiangang Investment Co, Ltd. (Responsible person Mei-Yun),
the Chairman of the Board of Directors Chen-Chih, Tai, the Vice-Chairman Chiung-Ting, Tsai, Directors Hsien-Tsung, Wang,

Chin-Chung, Chuang, Tsai S., Jin-Chung of Tiangang Investment Co.,Ltd. They have not joined the discussion or voted, nor have they
exercised their voting rights on behalf of other directors.

Frequency Period Scope Method Content
Once a year The Board of Internal Content of performance evaluation of the Board of
performance of | Directors evaluation by Directors of the Company:
the Board of the directors. 1. Their degree of participation in the Bank's
Directors from operation
January 1, 2020 2. Improvement in the Board's decision making
to December quality
31, 2020 was 3. Composition and structure of the Board
evaluated. 4. Selection and continuing education of the
directors
5. Internal control
Once a year Evaluating the Functional Internal
performance of | committees self-evaluation The performance evaluation of the functional
the functional (includes of functional committees of the Bank is as follows:
committees Audit committees. 1. Their degree of participation in the Bank's
from January 1, | Committee, operation
2020 to Remuneratio 2. Recognition of the duties of the functional
December 3, n Committee committees.
2020. and 3. Improvement in the quality of decision making
Corporate by the functional committees.
Governance 4. The composition of the functional committees
and and the election of their members.
Nomination 5. Internal control
Committee)
Once a year Evaluating the Individual Self-evaluation Content of performance evaluation of individual
performance Board by the Board Board members of the bank includes:
from January 1, | members. members 1. Execution of the Company's goals and tasks.
2020 to 2. Recognition of directors' soles and
December 31, responsibilities.
2020 by the 3. Their degree of participation in the Bank's
Board operation
members. 4. Management and communication of the internal
relations.
5. Expertise and continuing education of the
directors.
6. Internal control

1.

2.

3.

4.

Note: The external performance evaluation operation was commissioned to "Ernst and Young Enterprise Management Consulting Services

Co., Ltd." in 2019. After a comprehensive evaluation performed, the comprehensive performance of the Bank in terms of Board

structure, directors and processes, and information was "advanced" and it was reported to the Board of Directors on May 20, 2019. The

next external performance evaluation is expected to be conducted in the first quarter of 2022.

(\VA Measures taken to strengthen the functionality of the Board in the current and the latest year (e.g. establishing the Audit Committee, enhancing
information transparency), and implementation status:

In 2019, the Company was valued and selected as the "Top 5% of Listed Companies" by the 6th (2019 _ COrporation Governance

Evaluation of the Securities and Futures Institute.

All the Board Directors should attend 168 meetings in 2020 and they actually attended 164 meetings, representing an actual attendance

rate of 97.62%.

The continuing education hours of each director in 2020 were in compliance with the provision of the "Directions for the
Implementation of Continuing Education for Directors and Supervisors of TWSE Listed and TPEXx Listed Companies".

In 2020, Independent Directors Hung-Liang, Chiang, Chao-Long, Chen and Hou Chuan-Fu had an attendance rate of 100%, which
complies with the requirement that at least one Independent Director should attend in person at each board meeting.

(1

Implementation of the Audit Committee

The Audit Committee had 30 meetings held in 2020. The attendance of the Independent Directors is as follows:

Title Name Actualﬁ;qtggdance By Proxy Attendance Rate (%) Note
Independent Ming-Tai, 9 0 100% Left the board on May 12, 2020,
Director Chen ° attended 9 meetings
Independent Chao-Long,
Director Chen 30 0 100%
Independent Hung-Liang, o
Director Chiang 30 0 100%
Independent Chuan-Fu, 21 0 100% Elected for the first time on May 12,
Director Hou 0 2020, attended 21 meetings

Other mentionable items:
l. With regard to the implementation of the Audit Committee, if any of the following circumstances occur, the dates, terms of the meetings,
contents of motions, all Audit Committee resolutions, and the Company’s handling of such resolutions shall be specified:
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( Circumstances referred to Article 14-5 of the Securities and Exchange Act:
Circumstances
referred to Objections or
. Article 14-5 of reservations b
Board of Directors Proposal content and subsequent treatment the Securities Independe my
and Exchange Directors
Act
Amendments to the "Regulations Governing Implementation of v
2020.12.07 Internal Control and Audit System of King's Town Bank"
7th meeting of the | Resolution of the Audit Committee (December 7, 2020): Passed by the Auditing Department with
4th Board consent.
The Company's Response: Approved by the unanimous decision of the directors present
1. Submission of evaluation results for the independence and v
suitability of the Bank's CPA
Zotsztgﬁéifing 2. Submission of the attestation service provided by the v
of the 4th Company's CPA_ : _ :
Board Resoluilon of the Audit Committee (November 23, 2020): Passed by the Auditing Department with
consent.
The Company's Response: Approved by the unanimous decision of the directors present
2020 Parent-Only and Consolidated Financial Statements and v
2021.02.22 Business Report
9th meeting of the | Resolution of the Audit Committee (February 22, 2021): Passed by the Auditing Department with
4th Board consent.
The Company's Response: Approved by the unanimous decision of the directors present

(1) Except for the aforementioned matters, other resolutions which were not being approved by the Audit Committee but resolved by more
than two-thirds of all the Directors: None.

Regarding recusals of Independent Directors from voting due to conflicts of interests, the names of the Independent Directors, contents of
motions, reasons for recusal, and results of voting shall be specified: None.

Communications among the Independent Directors, Internal Chief Auditor, and CPAs (shall include the material items, methods, and results of
audits of corporate finance or operations, etc.):

[Communication between Independent Directors and Internal Chief Auditor]

Directors of the Bank and the Internal Chief Auditors shall hold a forum at least once a year to fully communicate on issues such as internal
control and internal audit business, etc. The minutes shall be submitted to the Board of Directors, while the Chief Auditor shall report to the
Audit Committee on the implementation of audit business at least semi-annually.

Recommendations and
Results

Report to the Board of

Directors after approval

Date Key points of communication

Audit Committee on
February 24, 2020
Audit Committee on
April 6, 2020
Audit Committee on
August 10, 2020
2020.12.07
Audit Committee

Audit report of the second half of 2019

Review of internal control system deficiencies in 2019 No objections

Report to the Board of
Directors after approval
Report to the Board of
Directors after approval
Audit Committee on Report to the Board of
March 8, 2021 Directors after approval
[Communication between Independent Directors and CPAs: [The Bank’s CPA communicated with the Independent Directors on key audit
matters at least semi-annually; and also reported to the Audit Committee the results of the quarterly financial statement audit or review.

Audit report of the first half of 2020

Establish 2021 internal audit plan

Audit report of the second half of 2020

Date Key points of communication REEETMETEENaTS
Results
Communication
meeting on February | CPAs communicated on key audit matters of 2019 No objections
24. 2020
Audit Committee on | CPAs reported on matters related to the audit of the 2019 financial Report to the Board of
February 24, 2020 statements Directors after approval
2020.08.10 - - . ! .
Communication QPAs communicated in key audit matters of the financial statement of the No objections
- first half of 2020
meeting
2020.08.10 CPAs reported on key audit matters of the financial statements of the first Report to the Board of
Audit Committee half of 2020 Directors after approval
[Individual meeting between CPAs and the Independent Directors]
1. Explanation of the audit results and key matters of 2020 financial
2021.02.22
Communication statemen;s by the CPAs. . - No objections
meetin 2. Explanation of the recent amendment in the Securities and Exchange
g Act and the "Revised contents of the 8th Corporate Governance
Evaluation System".
2021.02.22 . . . Report to the Board of
Audit Committee CPAs reported on key audit matters of the financial statements of 2020 Directors after approval

Responsibilities of the Audit Committee are as follows:

1. Formulate or amend internal control system pursuant to Article 14-1 of the Securities and Exchange Act.

2. Assessment of the effectiveness of the internal control system.

3. The adoption of amendment, pursuant to Article 36-1 of the Securities and Exchange Act, of the procedures for handling financial or
business activities of a material nature, such as acquisition or disposal of assets, derivatives trading.

4. Matters bearing on the personal interest of a director.

5. Material assets of derivatives trading.
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6. Offering, issuance or private placement of any equity-based securities.

7. Appointment, dismissal, or compensation of CPAs.

8. Appointment or dismissal of Finance Officer, Accounting Officer or Internal Chief Auditor.

9. Annual financial statements signed or sealed by the Chairman, Mangers and Accounting Officer and the second quarter financial statements
audited and attested by CPAs.

10. Other significant matters set forth by the Company or the competent authority.

(111) Specific management objectives and implementation of the diversification policy for Board members

1. The Bank has instituted "Corporate Governance Best Practices Principles”, in which "Article 4 Strengthen
Board Functions” clearly sets out the policy of diversification of Board members. The nomination and selection
of members of the Board of Directors of the Bank is in accordance with the provisions of the articles of the
Company Act and adopts a board nomination system. Besides evaluating the qualifications of the candidates,
"Procedures for Election of Directors" and "Corporate Governance Best Practices Principles” are observed so
as to ensure the diversity and independence of directors.

2. None of the seven directors of the current Board of Directors possess employee status and three independent
directors constitute 43% of the Board. Among them, two independent directors have tenures of less than 3
years while one has a tenure of 3-9 years. One director aged between 45 to 50, three directors aged between 51
to 60, and three directors aged between 61 to 70. The board members possess extensive experience in financial
accounting, industry knowledge, and operation management. In terms professional competence and industrial
experience, Directors Chen-Chih, Tai and Chiung-Ting, Tsai specialize in bank management, financial analysis,
and overall economic analysis, Director Tsai Chung-Chang specializes in industry and academic research and
education promotion, Independent Director Hung-Liang, Chiang specializes in financial innovation,
information security and risk management, and marketing strategy, Independent Director Chuan-Fu, Hou
specializes in credit business and financial management, Independent Director Chao-Long, Chen specializes in
medical research and international development cooperation. The board members are diverse and
complementary, which is beneficial to the development of the Bank's deposit business, as well as enterprise
financing and investment business.

3. According to Article 29 of the Bank’s “Corporate Governance Best-Practice Principles,” directors should
generally have the knowledge, skills, and literacy necessary to perform their duties. In order to achieve the
ideal objective of corporate governance, the Bank’s board directors have substantiated diversification as
follows:

Diversity Fundamental metrics Skillset
standards Tenure of

Age Independent % - g o @) 5 = o

- Director 5 |3 5 2 | g 7y 2. & |5 < - Z

2. @ S |g¢g 31383 3| 213z 8 5

S S il 8 |23 3 | &8 3 = |88 2 S

5 | B (&8 2|<8| 83| =|38| 2|E8| &| ¢ |22| 2 3

< 51518185/ < | €53 | $|%3| 3| 3|%2| 5| &

1 D ~l n % @D 3 8 a5 3 @ @ o = >

N_ame of =) S [(o > 5 2 |& 2 = = <Q E (C]

director = =t

Chen-Chih, | Republic | pare v v volv | v o v
Chiung-Ting, | RepUBIC | prate | v vilv]|iv | v | v o v
fong-Chang | Republic | v vl v | v | v v | v v
Ching Shun | Republic | e v v A R R A v
H“g%}';r']zng' REPUDITC | e v v cilvi|iv|iv ]| v]|v|v]v v
Chag-Long, | REBUDIIC | rate v v vlv |l vi|iv|v]v v
chuan-Fu, 1 REpUOIC | e v v vlv|iv|lv |l v v| vV v

4. The specific management objectives and achievement of the Company's diversity policy are as follows:

Specific management objectives: At least three directors out of all Board Directors have any of the
capabilities listed above.

Individual director has at least the five capabilities listed above.

Current implementation: Currently, all Board Directors have fulfilled the objective of the diversity policy.

For other corporate governance-related information, please refer to the website of the Bank: About the
operation of King’s Town Bank / Corporate Governance and Nomination Committee
(https://customer.ktb.com.tw/new/about/85d553f6)
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(1V) Implementation of the Corporate Governance and Nomination Committee

1. Corporate Governance and Nomination Committee member information
In order to improve the nomination system for board members and senior managers of the Company, the
Board of Directors resolved on November 13, 2017 to establish the "Corporate Governance and Nomination
Committee" . According to the Company’s Corporate Governance and Nomination Committee charter, the
Committee shall be composed of at least three directors selected by the Board of Directors from among
themselves, and a majority of the committee members shall be Independent Directors. Currently, the
Corporate Governance and Nomination Committee of the Company consists of three Independent Directors
and one director as follows:

Title By identity Name Related professions
Convener Independent Director Hung-Liang, Chiang Flnan_mal innovation, marketing strategy, information
security and risk management
Committee Member Vice Chairman Chiung-Ting, Tsai L%‘;?;BT]?QQ decision, financial analysis, product
Committee Member Independent Director Chao-Long, Chen International development, technology development
Committee Member Independent Director Chuan-Fu, Hou Credit business, financial management

2. Responsibilities of the “Corporate Governance and Nomination Committee”

With the authorization of the Board of Directors, the committee shall exercise the care of a prudent

administrator to faithfully perform the following duties and present its recommendations to the Board of

Directors for discussion:

(1) Set out the standards of independence and diversity of background, such as in terms of expertise, skills,
experience, gender, etc. required of board members and senior executives, and to search, review and
nominate candidates for directors and senior executives based on such standards.

(2) Establish and develop the organizational structure of the board and each committee, and evaluate the
performance of the board, each committee, and each director and senior executive, and the independence
of the independent directors.

(3) Establish and review on a regular basis, further education plans for directors and the succession plans of
directors and senior executives.

(4) Research, analysis, implementation, and recommendation of plans for the corporate governance system,
and review on a regular basis of corporate governance standards and related regulations.

(5) Review of the effectiveness of the implementation of the corporate governance system.

(6) Setout and supervise the implementation of ethical corporate management policies and plans to prevent
unethical conduct.

(7) Adopt CSR policies, systems, or related management approach.

(8) Supervise the implementation and status of CSR matters, and the management executives shall regularly
report to the Board of Directors.

3. Implementation of the Corporate Governance and Nomination Committee: 6 meetings were held in 2020, with

an average attendance rate of 100%. The implementation status is as follows:

(1) Conduct 2019 Board and functional committees performance evaluation.

(2) Review the effectiveness of the corporate governance system and the implementation of ethical corporate
management in 2019.

(3) Review the results of corporate social responsibility implementation and communication with the
stakeholders in 2019.

(4) Review the renewal of liability insurance for all directors.

(5) Review the "Risk Assessment Report on Dishonesty Practices of King's Town Bank™.

(6) Review the implementation and execution of corporate social responsibility in the first half of 2020.

(7) Nominate candidates for the 15th term of Directors (including Independent Directors) of the Company.

(8) Elect the convener of the Corporate Governance and Nomination Committee.

(9) Formulate the "Regulations on the Implementation of the Whistleblower System for Commercial Banks
in the Capital".

(10) Formulate and review the intellectual property management plan and its implementation in 2020.

(11) Formulate the "Code of Conduct for Institutional Investor Due Diligence of King's Town Bank"

(12) Amend the "Code of Practice on Corporate Social Responsibility of King's Town Bank".

(13) Amend the "King's Town Bank Procedures for Ethical Management and Guidelines for Conduct".

(14) Amend the "Corporate Governance and Nomination Committee Organizational Rules of King's Town
Bank".

(15) Amend the "Organizational Rules of the Audit Committee of King's Town Bank".

(16) Amend the "Performance Evaluation Method of the Board of Directors and Functional Committee of
King's Town Bank".

(17) Amend the "Code of Ethical Conduct of King's Town Bank".

(18) Amend the "Procedures for the Election of Directors of King's Town Bank".
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(V)  The implementation status of corporate governance of the Bank, deviations from "Corporate Governance Best
Practices Principles for Banking Industry" and reasons for deviation
Implementation Status The implementation status of
Corporate Governance
Evaluation Item Best-Practice Principles for
Yes|No Summary .
Banking Industry and reasons for
deviation
l. Shareholding structure and
shareholder's interest
m Did the Bank establish an internal v m The Bank has established the "Regulations Governing (1) No deviation.
procedure for handling shareholder the Process of Customer Complaint™ and a dedicated
proposals, inquiries, disputes, and window. After understanding the proposals, inquiries,
litigations, and were such matters disputes of customers or shareholders upon notice, it
handled according to the internal will be handed over to the responsible unit for process
procedure? and the customer complaint will be processed within
the prescribed time.
(1)  Did the Bank maintain a register of | v (1) The Bank keeps track of the list of major shareholders |(II)  No deviation.
major shareholders with controlling and ultimate controllers of major shareholders who
power as well as a register of effectively control the Company, and reports changes
persons exercising ultimate control in information in accordance with relevant laws and
over those major shareholders? regulations.
(1) Did the Bank establish and enforce v (1) The Bank has formulated the "Enforcement Rules for |(11l)  No deviation.
risk control and firewall systems Reporting Stakeholders’ Information" and has
with its affiliated businesses? established a database of stakeholder information with
its affiliates in compliance with Articles 32 and 33 of
the Banking Act and relevant law and regulations. In
addition, the operation and financial business
information and audit management of the investee
subsidiaries are handled in accordance with the
"Regulations Governing the Supervision and
Management of Subsidiaries by King’s Town Bank."
. Composition and responsibilities of
the Board of Directors
m In addition to Salary and v () The Bank has established the Compensation ) No deviation.
Compensation Committee and Audit Committee and Audit Committee, and established
Committee established according to "Corporate Governance and Nomination Committee"
law, has the Bank voluntarily in November 2017 to formulate standards for diversity
established other functional and independence of Board members, conduct
committees? performance evaluation of the Board of Directors and
committees, and initiate corporate governance system
research, analysis, implementation and review of the
effectiveness.
(1)  Has the TWSE/TPEX-listed Bank v (1) The Bank has established the "Regulations Governing |(II)  No deviation.
established standards to measure the the Performance Evaluation of the Board of Directors
performance of the Board, and does and Functional Committees" which perform internal
the Company implement such performance evaluation of the Board of Directors and
annually? Does it report the results functional committees at least once a year in
of the performance evaluation to the accordance with the evaluation procedures and
BOD and use them as a reference evaluation indicators, and reports the evaluation results
for each Director's remuneration and to the Board of Directors as a reference for individual
nomination of term renewal? directors' remuneration and nomination for re-election.
(1) Has the Bank implemented v (111)  The Bank's Administration Management Department  |(III)  No deviation.

evaluation on the independence of
the CPAs regularly?

evaluates the independence and competenc e of the
CPAs according to the "CPAs' Accountability,
Independence and Competence Assessment Form"
every year. The CPA or CPA's spouse is confirmed not
a relative within the second degree of kinship of the
employees, directors, supervisors, or manager of the
Bank or its affiliates also, he/she does not hold the
Bank's shares in excess of the standard and has no
other financial interests and business relationship
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Evaluation Item

Implementation Status

The implementation status of
Corporate Governance
Best-Practice Principles for

Yes|No Summary Banking Industry and reasons for
deviation
within the Bank; therefore, not any violation of
independence is found.
I1l.  Has the Bank allocated a sufficient v The Bank has appointed an adequate number of corporate No deviation.

number of qualified corporate
governance staff and appointed a
person in charge of the affairs related
to corporate governance (including
but not limited to providing
information required for
Director/Supervisor's operations,
assisting Directors and Supervisors in
complying with laws and regulations,
handling the matters concerning the
Board and Annual General Meeting
in accordance with the law and
making their records)?

governance personnel with appropriate qualifications to be
responsible for corporate governance-related matters. On
February 25, 2019, the Board of Directors appointed Vice
President Chien-Ko, Yang, who has more than three years of
management work experience in finance, stock affairs, and
meeting affairs, as the corporate governance director to handle
matters related to Board of Directors and shareholders
meetings in accordance with law. Terms of reference:

1. Handling the matters of the board meetings and the
Audit Committee meeting in accordance with the law.
All board directors shall be informed at least 7 days
before the meeting with sufficient meeting information
provided to help the directors understand the content of
relevant issues. If the issues are relevant to stakeholders
and he/she should enter recusal appropriately, the
counterparty will be given a reminder beforehand with
the minutes of the meeting issued within 20 days after
the meeting.

2. Assisting in the agenda and compliance of resolutions
from Board of Directors meetings and the Shareholders'
Meeting.

3. Assisting Independent Directors in arranging meetings
with the Internal Chief Auditor or CPAs in accordance
with the Corporate Governance Best Practice Principles
when the need to understand the Company's financial
operations arises.

4. Handling the pre-registration of the Annual General
Meeting date in accordance with the law; preparing the
notice of meeting, the Meeting Handbook, the minutes
within statutory period.

5. Assisting Directors and Independent Directors in
performing their duties by providing the necessary
information and arranging for continuing education for
Directors.

6.  Status of continuing studies:

Vice President Chien-Ko, Yang participated in the "The
Challenges and Opportunities of Corporate Governance
under the Changing Circumstances" organized by
Taiwan Directors Association for 6 hours on June 5,
2020, the "In-Service Course for Anti-Money
Laundering and Counter Terrorism Officers" organized
by Taiwan Academy of Banking and Finance for 12
hours from July 13, 2020 to July 14, 2020, the
"Accounting Officer Training Program" organized by
National Cheng Kung University for 12 hours from July
23, 2020 to July 24, 2020, the "Building a
Comprehensive Compliance System for Financial
Institutions ~ Seminar on Moving Toward Corporate
Governance 3.0" organized by Taiwan Academy of
Banking and Finance for 15 hours from September 21,
2020 to September 22, 2020, the "Anti-Money
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Implementation Status The implementation status of
Corporate Governance
Evaluation Item Best-Practice Principles for
Yes|No Summary .
Banking Industry and reasons for
deviation
Laundering and Counter Financing" and "The Latest
Fintech and Information Security Issues" organized by
Taiwan Securities Association for 6 hours on October
26, 2020. Total hours of continuing education during the
year are 54.5 hours.
IV.  Has the Bank established v The Bank's corporate website has a stakeholder contact No deviation.
communication channels for its window in the King's Town/Stakeholder Area.
stakeholders (including but not Stakeholders can fully respond to the feedback through
limited to shareholders, employees, the service channels disclosed in each business unit or the
customers and suppliers) or created a Bank's website, and communication channels are smooth.
stakeholders section on its corporate
website? Does the Company
promptly respond to the concerns of
stakeholders regarding important
corporate social responsibility issues?
V. Information disclosure
m Does the Bank have a corporate 4 () The Bank has disclosed financial and business-related |(1) No deviation.
website to disclose information of information, as well as corporate governance and other
financial standing, business and the related information on the Company's website
status of corporate governance? regarding King's Town.
(1)  Does the Bank have other v (1) The Bank discloses financial information, corporate (1) No deviation.
information disclosure channels (e.g. presentation, and process in English and Chinese on its
building an English website, website. A spokesperson system and internal
appointing designated people to procedures for handling material information have
handle information collection and been established, and an Investor Relations section has
disclosure, creating a spokesman been set up in English for foreign investors to
system, and making the process of understand relevant information.
investor conferences available on the
corporate website)?
(1) Does the Bank publicly announce v (1) The Bank announces and reports its financial (1) No deviation.
and file the annual financial reports statements and revenue for each month in advance of
within two months after the close of the prescribed deadline.
the given fiscal year and publicly
announce and file the first, second,
and third quarterly financial reports
and the operation of each month
ahead of the required deadline?
VI. s there any other important v () The Bank considers basic human rights and avoids sex |(1) No deviation.
information which facilitates a better discrimination for the recruitment of employees, and
understanding of the company's also hires persons with disabilities and indigenous
corporate governance practices (e.g. peoples. In addition, the head office has
including but not limited to employee labor-management meetings held and an employee
rights, employee wellbeing, investor welfare Committee organized to appropriately reflect
relations, supplier relations, rights of the issues regarding employees’ rights and interests
stakeholders, directors' and and to have them resolved accordingly.
supervisors' training records, the (1) In order to stimulate employees’ loyalty to the (1) No deviation.
implementation of risk management Company and encourage employees to save money, the
policies and risk evaluation board of directors resolved on 12.2.2009 to establish
standards, the implementation of an employee welfare savings trust system with a fixed
customer policies, and purchasing of amount appropriated correspondently as a reward to
liability insurance for directors and employees.
supervisors)? (1)~ The Bank has established an email address for the (1) No deviation.
principals (Chairman, Independent Director, President,
and Chief Auditor) on the Company’s website. In
addition to having the investor’s important suggestions
regularly submitted to the Board of Directors, it also
provides a smooth communication channel with the
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Evaluation Item

Implementation Status

Yes

No

Summary

The implementation status of
Corporate Governance
Best-Practice Principles for
Banking Industry and reasons for
deviation

(V)

%

v

V1)

suppliers and stakeholders to help safeguard the rights
and interests of all those involved.

The Bank had acquired liability insurance for all
directors on June 24, 2019, and renewed in June 2020.
According to Article 3, paragraph 2, of the “Directions
for the Implementation of Continuing Education for
Directors and Supervisors of TWSE Listed and TPEx
Listed Companies,” at least 12 hours of continuing
education should be arranged for newly-elected
directors on the year of reporting to duty and at least 6
hours of continuing education should be arranged
annually thereafter. The directors had achieved the
required hours of continuing education in 2020.

The scope of "Regulations Governing the Performance
Evaluation of the Board of Directors and Functional
Committees by King’s Town Bank" includes the
performance evaluation of the entire Board, individual
director, and the functional committees, and the
evaluation is conducted in the first quarter of each
year. The results of the performance evaluation of the
Board of Directors and all functional committees in
2020 were “excellent" and were reported to the Board
of Director on February 22, 2021.

Every three years, the Bank shall have its performance
evaluated by an external professional independent

organization or a team of external experts and scholars.

The external performance evaluation was
commissioned to “Ernst and Young Enterprise
Management Consulting Services Co., Ltd.” in 2019.
After a comprehensive evaluation performed, the
comprehensive performance of the Bank in terms of
board structure, directors and processes, and
information was “advanced” and it was reported to the
Board of Directors on May 20, 2019. The next external
performance evaluation is expected to be conducted in
the first quarter of 2022.

(IV)  No deviation.

(V)  No deviation.

(V1)  No deviation.

(V1) No deviation.

VII. Please explain the corrective action implemented for the corporate governance result announced by the Corporate Governance Center of Taiwan

Stock Exchange Corporation in the most recent year and propose priority enhancements and measures for those that have not yet been improved:

The Bank is ranked among the top 5% listed companies of the 6th corporate governance evaluation. Adjustments and refinements will be made to

the newly released revised indicators that can still be scored, such as disclosing the Bank's total weight of waste for the past two years, water

consumption for the two years of 2018 and 2019, and obtaining verification from an external verification unit, and other items to be disclosed on

the website.
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(V1) Implementation of Compensation Committee
1. Information on the members of the Compensation Committee

Meet One of the Following Number of
Professional Qualification Other Public
Requirements, Together with at Status of Independence (Note 2) Companies in
Criteria| Least Five Years Work Experience Which the
. . (Note 1) Individual is
By identity
Concurrently
Name Serving as a
1 2 S 1 2 3 4 5 6 7 8 9 10 [Compensation
Committee
Member
Convener/ . .
Ming-Tai, .
Independent Chen v v v v v v v v v v v Nil
Director
Independent |Chao-Long, -
P g v vlviviviviviviv]iv]|v Nil
Director Chen
Independent | Chuan-Fu, -
P v vlviviviviviviv]iv]|v Nil
Director Hou

Note 1: Shall be with at least 5-year work experience and meet one of the following professional qualification requirements:

@
@

@)
Note 2:

An instructor or higher in a department of commerce, law, finance, accounting or other academic department related to the business
needs of the company in a public or private junior college, college, or university;

An instructor or higher in a department of commerce, law, finance, accounting or other academic department related to the business
needs of the company in a public or private junior college, college, or university;

Work experience required for commerce, law, finance, accounting or banking profession.

Please check “v” the corresponding boxes if the remuneration committee members meet the following conditions during the two years prior

to the nomination and during the term of office.

)
@

®

O
®)

©®)

™

®

©)

(10)

Not an employee of the Company or any of its affiliates.

Not serving as 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, as appointed in accordance with the Securities and
Exchanges Act or with the law of the country of the parent or subsidiary).

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 shares of the Bank or is ranked
in the top 10 in shareholdings.

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in
the preceding three sub-paragraphs.

Not Directors, Supervisors, or employees of a corporate shareholder who directly holds 5% or more of the total outstanding shares of
the Bank or the Directors, Supervisors or employees assumed by a representative authorized by a corporate shareholder or Supervisor
of the Company in accordance with Article 27 Paragraph 1 or 2, the Company Act (This does not apply in cases where the person is an
independent director of the Bank, its parent or subsidiary established in pursuant to this law or local laws).

Not Directors, Supervisors, or employees of a company controlled by a corporate shareholder that holds more than half of the board
seats or 50% of the shares with voting rights of the Bank (This does not apply in cases where the person is an Independent Director of
the Bank, its parent or subsidiary established in pursuant to this law or local laws).

Not a director (or governor), supervisor or person holding an equivalent position of the Bank and that person in any of those positions
at another company or institution are the same person or are spouses (the same does not apply, however, in cases where the person is
an Independent Director of the Bank, its parent company or any subsidiary, as appointed in accordance with the Securities and
Exchanges Act or with the law of the country of the parent or subsidiary).

Not a director (or governor), supervisor, managerial officer, or shareholder holding 5% or more of the shares of a specified company or
institution that has a financial or business relationship with the Bank (if the specified company or institution holds 20% or more and no
more than 50% of the total number of issued shares of the company, the same does not apply, however, in cases where the person is an
Independent Director of the Bank, its parent company or any subsidiary, as appointed in accordance with the Securities and Exchanges
Act or with the law of the country of the parent or subsidiary).

Not a professional individual or an owner, partner, director (or governor), supervisor, or managerial officer of a sole proprietorship,
partnership, company or institution that, provides auditing services to the Bank or its affiliates, or that provides commercial, legal,
financial, accounting or related services to the Bank or its affiliates for which the provider in the last 2 years has received accumulative
compensation less than NT$500,000 or a spouse thereof; Provided that this restriction does not apply to a member of the
Compensation Committee, public tender offer review Committee or special Committee for merger/consolidation and acquisition, who
exercises powers pursuant to the Securities and Exchanges Act, the Business Mergers and Acquisitions Act, or related law and
regulations.

None of the circumstances in the subparagraphs of Article 30 of the Company Act apply.
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2. Information on the implementation of the Compensation Committee
(1) The Bank's Compensation Committee consists of 3 members.
(2) The current term of members: May 25, 2020 to May 11, 2023. The most recent (2020) Compensation
Committee had 6 meetings (A) held. The qualifications and attendance of the members are as follows:

. Attendance in Person Actual attendance rate
Title Name @) By Proxy (%) (BIA) Note
Convener Hung-Liang, 6 0 100%
Chiang

Committee Chao-Long, o

Member Chen 6 0 100%
Committee Chuan-Fu, 3 0 100% Elected for the first time on 2020.05.25,

Member Hou ’ attended 3 meetings
Committee Ming-Tai, 3 0 100% Dlscharged on 2020.05.11, attended 3

Member Chen meetings

Other mentionable items:

Discussions and results of resolutions of the Compensation Committee and the Company's handling of opinions of the committee members:

Remuneration Committee

Proposal content and subsequent treatment

Resolution

The Company's treatment of
the Compensation
Committee's opinion

13th meeting of the third-term
Board of Directors
2020.01.06

Amendments to the Bank's "Employee Benefit
Payment Methods" and "Salary Scale (with Job
Title)" proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

The Bank's 2019 annual bonus payment standards for
the Chairman and Vice-Chairman of the Board of
Directors proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

The Bank's 2019 annual manager evaluation results
and bonus payment criteria proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

14th meeting of the third-term
Board of Directors
2020.02.24

2019 Employee and Director compensation
distributions proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

Amendments to the Company's "Compensation
Committee Charter" proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

15th meeting of the third-term
Board of Directors
2020.04.27

2020 Manager promotion and salary adjustment
proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

Amendments to the Bank’s “Annual Employee
Performance Evaluation Measures” and “Annual
Bonus Measures” proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

1st meeting of the fourth-term
Board of Directors
2020.06.08

Nomination of the convener of the Compensation
Committee

Nominated by all
committee members

Relevant operations have
been handled in accordance
with the resolution

2nd meeting of the fourth-term
Board of Directors
2020.08.10

The remuneration of directors and Presidents of the
financial industry in 2019 and review and evaluation
of the company’s operating performance reference
table

Passed by the
agreement of all

committee members.

Relevant operations have
been handled in accordance
with the resolution

3rd meeting of the fourth-term
Board of Directors
2020.12.07

Amendments to the Bank's "Wealth Management
Group Incentive Scheme" and "Wealth Management
Individual Incentive Scheme" proposal review

Passed by the
agreement of all

committee members.

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present

The Bank’s “Annual Employee Performance

Evaluation Measures” and “Annual Bonus Measures’
proposal review

Passed by the
agreement of all

committee members.

Relevant operations have
been handled in accordance
with the resolution
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If the Board of Directors refuses to adopt or amend a recommendation of the remuneration committee, the date of the meeting, session, the
content of the motion, resolution by the Board of Directors, and the Bank’s response to the remuneration committee’s opinion (e.g., if the
remuneration passed by the Board of Directors exceeds the recommendation of the remuneration committee, the circumstances and cause for
the difference shall be specified) shall be specified: None.

When any of the members of the Compensation Committee holds objection or reservation to a resolution and such objection or reservation is
on record or raised through a written statement, the date, term, content of proposals, opinion from every member and the Company's response
to the members' opinions shall be provided in detail: None.

3. Scope of responsibilities of the Compensation Committee

The Compensation Committee shall exercise the care of a prudent administrator to faithfully perform the

following duties and present its recommendations to the Board of Directors for discussion:

(1) Periodically reviewing this Charter and making recommendations for amendments.

(2) Establish and periodically review the annual and long-term performance goals, and the policies, systems,
standards, and structure for the remuneration of the directors and managerial officers of the Company.

(3) Regularly assess the degree to which performance goals for the directors, and managerial officers of the
Bank have been achieved, setting the types and amounts of their individual compensation.

The Committee shall perform the functions referred to in the preceding paragraph in the following manners:

(1) Ensure that the compensation arrangements of the Company comply with applicable laws and regulations
and are sufficient to recruit outstanding talent.

(2) Performance assessments and compensation levels of directors, supervisors, and managerial officers shall
take into account the general pay levels in the industry, individual performance assessment results, the
time spent by the individual and their responsibilities, the extent of goal achievement, their performance
in other positions, and the compensation paid to employees holding equivalent positions in recent years.
Also to be evaluated are the reasonableness of the correlation between the individual's performance and
the Company's operational performance and future risk exposure, with respect to the achievement of
short-term and long-term business goals and the financial position of the Company.

(3) There shall be no incentive for the directors or managerial officers to pursue compensation by engaging in
activities that exceed the tolerable risk level of the Company.

(4) For directors and senior managerial officers, the percentage of remuneration to be distributed based on
their short-term performance and the time for payment of any variable compensation shall be decided
with regard to the characteristics of the industry and the nature of the Company's business.

(5) No member of the Committee may participate in discussion and voting when the Committee is deciding
on that member’s individual compensation.

(6) The remuneration mentioned in the preceding two paragraphs includes cash remuneration, warrants,
bonus and stock ownership, retirement benefits or severance pay, various allowances and stipends, and
other substantive incentive measures; and it shall be consistent with the remuneration paid to Directors
and managerial officers recorded in the Rules for Records in Annual Report of Public Companies. When
the Board of Directors discuss the Committee's suggestions, it shall consider the amount of remuneration,
payment methods, and the Company's future risks comprehensively.

(7) If the Board does not accept or amends the recommendations of the Committee, it shall require a majority
vote at a meeting attended by over two-thirds of the Directors. An explanation shall be provided in the
resolution based on the aforementioned overall considerations and specifics and whether the
remuneration passed in the resolution is superior to the recommendations of the Committee.

(8) If the remuneration passed in the Board of Directors meeting is superior to the recommendations of the
Committee, the differences and causes shall be recorded in the meeting minutes of the Board of Directors
and published on an information reporting website designated by the competent authority within two days
of the meeting.

(9) If the decision-making and handling of any matter relating to the remuneration of directors and
managerial officers of a subsidiary is delegated to the subsidiary but requires ratification by the board of
directors of the Company, the Committee shall be asked to make recommendations before the matter is
submitted to the Board of Directors for deliberation.
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Implementation of Corporate Social Responsibility and Corporate Social Responsibility Best Practice Principles
for TWSE/GTSM Listed Companies and reasons for deviation

Evaluation Item

Implementation Status

Implementation of
Corporate Social
Responsibility
Best-Practice Principles for

Yes| No Summary .
TWSE/TPEX Listed
Companies and reasons for
deviation
I Does the Bank follow materiality | v In order to fulfill corporate social responsibility and promote No deviation.
principle to conduct risk sustainable development, the Bank has established a "Code of
assessment for environmental, Practice on Corporate Social Responsibility” approved by the Board
social and corporate governance of Directors, a list of significant environmental, social and corporate
topics related to company . - . . .
. Y governance principles, taking into account international trends in
operation, and establish risk . . L L
. sustainable development, policy directions of authorities, important
management-related policy or ) ) . . .
issues of domestic and international industry, concerns of
strategy? ] ) )
stakeholders, and the impact on the Bank's operations. Based on this
list, we evaluate the risks and opportunities of each issue, develop
corresponding management strategies, and disclose them through the
annual CSR report.
1. Has the Bank established a v/ The Bank designates the “Corporate Governance and Nomination ~ |No deviation.
dedicated unit or appointed a unit Committee” as the corporate social responsibility supervision unit.
for promoting CSR? Is the unit The Committee is composed of at least three directors selected by
aL!thonzed b}’ the Board of the board of directors from among themselves, and a majority of the
Dltr.ect?Jrs t(: implement CSR ) Committee members shall be independent directors.
activities at upper managemen . A . .
PP . d In addition, a "Sustainability Working Group" has been established.
levels? Does the unit report the ) ) )
- The Vice Chairman is the convener of the group, and the Strategy
progress of such activities to the ) i ) ) ) )
Board of Directors? and Operations Department is the integrating unit. Together with
other departments and offices in the head office, the group is
responsible for formulating and reviewing ESG policies, systems
and management guidelines, compiling and planning bank-wide
ESG activities, and holding regular meetings to report on
implementation results, which are discussed by the Corporate
Governance and Nomination Committee and then submitted to the
Board of Directors.
Three meetings of the Sustainability Working Group were held in
2020. On March 23, 2020 and October 26, 2020, the implementation
plans and results will be presented to the Corporate Governance and
Nomination Committee for discussion and presentation to the Board
of Directors.
1"l Environmental issues
m Has the Bank established proper v m In order to implement energy conservation, the Bank has mn No deviation.
environmental management established the "Energy Conservation and Environmental
systems based on the Protection Standards Implementation Guidelines" and the
characteristics of the industries? "Energy Operation Control Manual" to regularly review the
energy consumption (water, electricity, waste, etc.) of the
head office compared to the same period last year, and to
review monthly the water and electricity consumption of each
business unit for any irregularities in order to implement
proper environmental management.
(1) Is the Bank committed to v (1)  The Bank gives priority to the purchase and use of building [(Il)  No deviation.

improving resource efficiency and
to the use of renewable materials
with low environmental impact?

materials, equipment and consumables that have been
awarded the Green Building Material Label and the
Environmental Protection Label and that meet regulatory
requirements. In addition, the Bank will replace branch
equipment, such as signboards, lighting tubes and air-cooled
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Implementation Status Implementation of
Corporate Social
Responsibility
Best-Practice Principles for
TWSE/TPEX Listed
Companies and reasons for

deviation

Evaluation Item

Yes| No Summary

chilled water mainframes, with energy-efficient equipment,
such as LED light tubes and split inverter air conditioners, in
order to improve the efficiency of resource use throughout
the Bank. The banking service industry consumes more paper
due to the nature of its operations. The Bank actively
promotes paperless operations and effectively reduces the use
of paper through its electronic document system, knowledge
management system, and promotion of electronic billing. We
are committed to reducing the impact on the environment by
fully purchasing PEFC paper, promoting duplex printing, and
conducting monthly reviews of paper usage per unit to meet
the demand for paper printing.

The Bank examines the potential impacts of extreme weather
on business operations from three perspectives: operational,
environmental and social. We develop strategies and
management solutions to reduce the risks associated with
climate change and evaluate the potential opportunities.

The Bank has set reduction targets for electricity
consumption, greenhouse gas emissions and water
consumption; with 2017 as the base year, it is expected to
reduce 15%, 15% and 10% respectively by 2022 compared to
the base year, and disclose the annual greenhouse gas
emissions, water consumption and total weight of waste on
the website and CSR report to track the effectiveness.

No deviation.

Does the Bank evaluate current v (D)
and future climate change
potential risks and opportunities
and take measures related to
climate-related topics?

Does the Bank inspect its v
greenhouse gas (GHG) emissions,
water consumption and total
weight of wastes in the past two
years? Does the Bank formulate
policies on energy conservation
and carbon reduction, GHG
reduction, water reduction or
waste management?

1 (i

(V) ) (IV)  No deviation.

Greenhouse gas emissions in the last two years.
Unit: T-CO2e/ year

Total
Scope | Scope Il .0 .a
emissions
2019 44 2,451 2,495
2020 29 2,296 2,325

Water consumption and electricity consumption for the past two

years:
Electricity Water
consumption consumption
(kWh) (KL)
2019 4,599,209 19,437
2020 4,510,454 17,910
Total weight of wastes for the past two years:
Unit: kg
General Resource Total
waste recycle weight
November 2018 to
74 11,741
December 2019 8,666 30 '
January 2020 to
12,2
December 2020 8,959 3,330 ,289

Specific actions are as the following:

The banking service industry is a direct greenhouse gas
emission items generally accounts for a low proportion, so if
we can effectively achieve energy saving and carbon
reduction, it will help to reduce indirect sources of energy

36



Ill. Corporate Governance Report

Evaluation Item

Implementation Status

Yes

No

Summary

Implementation of
Corporate Social
Responsibility
Best-Practice Principles for
TWSE/TPEX Listed
Companies and reasons for
deviation

emissions. The Bank incorporates energy-saving and
carbon-reduction measures when formulating greenhouse gas
management policies.

Energy conservation and carbon reduction:

Newly installed and replaced lighting fixtures are fully
equipped with energy-saving T5 or LED light fixtures.
The frequency conversion high-power host is adjusted,
the constant temperature control device is used, and the
average indoor air temperature should not be lower
than 26 degrees Celsius.

Adjust the computer room layout and reorganize the
circuit to improve the energy efficiency of the
computer room.

Regulate the billboard light on and off time period
according to the daylight time and season.

The use of some elevators will be suspended during
non-peak hours.

Electrical appliances or equipment, such as
photocopiers, shredders, computers, lights, elevators,
etc., are set to sleep, standby, or auto-sensing functions.

Reduction of water use:

Purchase and use products with the Water
Conservation Label.

Monthly review of the water consumption of the head
office and each business unit for any irregularities.

Waste disposal management:

In terms of waste management, the Bank has conducted
statistics on the amount of waste in the head office
building since November 2018. The waste in the head
office is divided into three categories: general waste,
recyclable waste, and kitchen waste. Waste is weighted
before dumping on a daily basis in order to implement
waste sorting policy and improve the resource
recycling rate.

The Bank encourages recourse recycling. For example,
the restaurant in the head office does not use disposable
tableware, but the company provides environmentally
friendly tableware. Paper cups are not provided during
meetings. Employees are encouraged to bring
environmental-friendly cups in order to realize the
effort of waste reduction starting from the employees.
We promote paperlessness by using e-filing system and
knowledge management system for internal and
external document transmission, and double-sided
printing of necessary paper documents, etc. We also
organize activities to encourage our customers to use
e-billing, so that we can exert our influence to reduce
the use of paper.

M

Social issues

Does the Bank formulate
appropriate management policies
and procedures according to

M

The Bank's "Code of Practice on Corporate Social
Responsibility" stipulates that the Company shall comply
with international human rights and related laws and

m No deviation.
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Evaluation Item

Implementation Status

Yes

No

Summary

Implementation of
Corporate Social
Responsibility
Best-Practice Principles for
TWSE/TPEX Listed
Companies and reasons for
deviation

(m

1

relevant regulations and the
International Bill of Human
Rights?

Does the Bank formulate and
implement reasonable employee
benefit measures (including
remuneration, vacation and other
benefits) and appropriately reflect
operating performance or results
in employee compensation?

Does the Bank provide a healthy
and safe working environment
and organize training on health
and safety for its employees on a
regular basis?

(m

(mny

regulations, and at the same time make reference to the spirit
and basic principles of human rights protection as outlined in
various international human rights conventions, including the
United Nations "Universal Declaration of Human Rights",
the "Global Covenant", the "Guiding Principles on Business
and Human Rights", and the "International Labor
Organization Declaration on Fundamental Principles and
Rights at Work", and has established the "Human Rights
Policy of King's Town Bank" to protect the basic human
rights of all employees, customers and stakeholders. The
human rights risk assessment is conducted annually and
disclosed on the Company's website.

The Bank has established the "Rules for the Implementation
of King's Town Bank Employee Benefits", "Rules for Special
Leave for King's Town Bank Employees", and "King's Town
Bank Employee Stock Ownership Association Charter" to
provide employees with various welfare measures, including
employee stock ownership trusts, marriage and maternity
benefits, and bonuses for three festivals. In addition, we have
established the "King's Town Bank Working Rules" and
"Annual Evaluation Rules for Employees of King's Town
Bank" to evaluate employees' attitude, work performance,
learning and growth, leadership and management, reward and
punishment records every six months, and effectively link the
evaluation results with employees' year-end bonuses, salary
adjustments, and promotions.

The Bank is committed to building a safe and healthy
working environment, and regularly implements relevant
education and training to reduce the risk factors of employee
safety and health.

Health promotion:

* Health screening activities are held every two years,
and consultation services are provided based on the
results of the screening.

* Inorder to create a healthy workplace environment, we
have established the "King's Town Bank Abnormal
Load-Promoting Disease Prevention Program," "King's
Town Bank Workplace Maternal Health Protection
Program," "King's Town Bank Sexual Harm
Prevention Program," and "Unlawful Assault
Prevention Program in the Performance of Duty" to
prevent physical and mental damage caused by
unsatisfactory working conditions, improper working
hours, or other unlawful assaults in the workplace.

* Nutritionist is employed in the cafeteria of the head
office building to plan and prepare lunch for the staff.

Environmental safety:

e The Bank has established "Safety and Hygiene Code of
Practice", which defines regular maintenance and
inspection of equipment or apparatus, and clearly
defines work safety and hygiene standards to reduce

No deviation.

m

No deviation.

an
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Evaluation Item

Implementation Status

Yes

No

Summary

Implementation of
Corporate Social
Responsibility

Best-Practice Principles for
TWSE/TPEX Listed
Companies and reasons for

deviation

(V)

M

v

Has the Banky established
effective career development
training plans?

Does the Bank comply with
relevant laws and regulations and
international standards on
customer health and safety,
customer privacy, marketing and
labeling of products and services?
Does the Bank develop relevant
consumer protection policies and
complaint procedures?

Does the Bank formulate supplier
management policies that require
suppliers to follow relevant
regulations on issues such as
environmental protection,

(V)

M

VD

the chance of hazards.

* In 2020, there were 2 training sessions for self-defense
and firefighting teams and 2 training sessions for first
aid.

*  Occupational safety and health education and training
for new recruits.

The Bank has established training programs for staff at all
levels and conducts or encourages participation in various
internal and external courses according to the qualifications,
duties, and professional abilities of employees.

* We organized various on-the-job training for new
employees, operation managers and operation
supervisors, and be familiar with practical operations.

*  We sent our staff to participate in various professional
courses conducted by external organizations to
strengthen their abilities in the professional field.

*  We hired external professional lecturers to train middle
and senior executives and to improve leadership,
execution, and organization.

Handle the Bank's marketing and labeling of products and
services in accordance with the relevant regulations and
circulars of the competent authorities and international
standards, and the relevant fees, risks and other cautions are
stated in the forms. Regarding customer privacy, we have
established institute management policies such as "Measures
for the Security and Protection of Personal Data Files",
"Guidelines for Personal Data Risk Assessment Process",
"Guidelines for Crisis Management during Personal Data
Leakage", "Self-regulatory Guidelines for Customer Data
Confidentiality”, etc. to implement the protection,
management, and utilization of customer personal
information.

Consumer rights policy:

The Bank has established "King's Town Bank Policies and
Strategies for Fair Treatment of Customers"”, "King's Town
Bank Regulations for Consumer Protection™ and
"Operational Guidelines for Handling Customer Grievances"
to set out the measures to be implemented in consumer
protection policies, and has designated a dedicated unit to
review the effectiveness of the consumer protection
mechanism and report regularly to the Board of Directors.
Consumer rights grievances procedures:

Consumer disputes are handled in accordance with the
"Operational Guidelines for Handling Customer Grievances",
and customer complaint service hotline and e-mail address
have been set up to provide consumers with procedures for
filing complaints.

The Bank has established the "Supplier Management
Regulations", which require suppliers to follow relevant
regulations on environmental protection, labor health and
safety, human rights and ethical risks, and to work with
suppliers to fulfill their corporate social responsibility and

(V)

M

v

No deviation.

No deviation.

No deviation.
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Evaluation Item

Implementation Status

Yes

No

Summary

Implementation of
Corporate Social
Responsibility
Best-Practice Principles for
TWSE/TPEX Listed
Companies and reasons for
deviation

occupational safety and health, or
labor rights? How is the
implementation?

demonstrate a quality image.
Implementation:

To realize the ethical management policy of the Bank,
contracts are signed only after having full
comprehension of the status of implementation of
ethical management of the other party and contract
terms shall include clauses stipulating compliance to
the Bank's ethical management policies to prevent any
business transactions with agents, suppliers or other
business partners involved in unethical behavior.
When we enter into contracts with suppliers, we
stipulate human rights and environmental sustainability
clauses in the contracts.

We have established the "King's Town Bank Supplier
CSR Self-assessment Form", which covers such
aspects as energy conservation management,
occupational safety and health, human rights protection
and environmental protection, etc. We actively promote
suppliers to conduct self-assessment, and through the
self-assessment mechanism, we understand the status
of suppliers' fulfillment of CSR, which serves as a
reference item for continuous cooperation with
suppliers. In 2020, 13 suppliers have completed the
self-assessment, and all the self-assessment results
were not in violation of the Bank's CSR philosophy.
For suppliers, such as building construction and
renovation co-contractors, involved with high-risk
tasks, relevant advocacy was carried out in accordance
with Contractor Handover Procedure Hazardous
Factors Notice during the kick-off meeting. In addition
to requiring contractors to comply with Occupational
Health and Safety Regulations, on-site personnel were
provided with occupational safety and health training
as well as outreach and guidance on preventing
hazardous events to reduce workplace injuries. Total of
5 outreach sessions were organized in 2020 and there
were no casualties due to workplace accidents.

For suppliers engaged in high-risk work, such as,
contractor for building construction and renovation,
visit the worksite from time to time; also, the
responsible personnel of the Bank shall conduct an
onsite inspection with an inspection record kept in
accordance with the inspection items of the “King’s
Town Bank Contractor Safety and Health Checklist.”
The main contents of the inspection include whether
the provisions of the Occupational Safety and Health
Act have been implemented, and the important safety
propaganda of the Bank’s contractor work hazardous
factors notification form. There were 6 field visits and
inspections performed in 2020 without any special or
significant non-conformity detected.
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Evaluation Item

Implementation Status

Implementation of
Corporate Social
Responsibility
Best-Practice Principles for

Yes| No Summary .
TWSE/TPEX Listed
Companies and reasons for
deviation
V. Does the Bank refer to v 2018 Corporate Social Responsibility Report has been prepared in  |No deviation.
international reporting rules or accordance with the Global Reporting Initiative (GRI) Standards
guidelines to publish CSR Report Core Options issued in 2016, and Corporate Social Responsibility
to disclose non-financial Best Practice Principles for TWSE/GTSM Listed Companies. The
information of the Bank? Has the report is externally audited by an independent third party, British
said Report acquire third party Standards Institution (BSI) in terms of levels of consistency with
certification party verification or GRI Standards' core options.
statement of assurance?
V1. If the Bank has established corporate social responsibility principles based on the Corporate Social Responsibility Best Practice Principles for
TWSE/GTSM Listed Companies, please describe the implementation and any deviations from the Principles: No deviation.
VII.  Other important information to facilitate better understanding of the Company's implementation of corporate social responsibility:

. The Bank has issued its first CSR report in 2015 and has been issuing it for six years since then. The seventh report is expected to be issued in

June 2021. The report covers corporate governance, customer service, social responsibility, workplace well-being and environmental
sustainability. The report is published annually to provide stakeholders and outsiders with a better understanding of our corporate social

responsibility operations.

. See the Bank's website - CSR: https://customer.ktb.com.tw/new/about/bOb73fac
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(V) Implementation of the Bank’s ethical corporate management performance and its difference from the “Ethical
Corporate Management Best-Practices Principles for TWSE/GTSM Listed Companies” and reasons for deviation

Evaluation Item

Implementation Status

Implementation of the
Ethical Corporate
Management Best Practice
Principles for

Yes| No Summary .
TWSE/TPEX Listed
Companies and reasons for
deviations
. Establishment of corporate conduct and ethics
policy and implementation measures
(1) Does the Bank have policies and practices for v m The Bank has formulated the “Ethical Corporate m No deviation.
ethical corporate management passed by the BOD Management Best-Practice Principles” and
and clearly state them in regulations and publicly “Procedures for Ethical Management and
available documents? Do the BOD and senior Guidelines for Conduct” with the approval of the
management make commitments to actively Board of Directors as the Company’s ethical
implement those business policies? corporate management policy. It clearly states that
“directors, managers, employees, or persons with
substantial control may not commit any unethical
conduct in the course of business operations; there
must be no unethical conduct. The directors, senior
management, and all employees signed the “Ethical
Conduct Statement”; also, the “ethical corporate
management, anti-corruption, and anti-bribery
policy and commitment” was disclosed on the
Bank’s global website.
(1) Does the Bank establish an evaluation mechanism v (1) 1. The "Procedures for Ethical Management and [(I)  No deviation.
for the risk of unethical conduct that regularly Guidelines for Conduct" specify the prevention
analyzes and evaluates business activities with programs and measures for accepting improper
higher risks of unethical conduct in the business benefits, political contributions, donations or
scope? Does the Company formulate a plan to sponsorships, infringement on intellectual
prevent unethical conducts, which at least covers the property rights, conflict of interests, disclosure
precautionary measures prescribed in Article 7 of confidential information, and insider trading.
Paragraph 2 of the "Ethical Corporate Management 2. In August 2020, the Bank prepared and the
Best-Practices Principles for TWSE/GTSM Listed Board of Directors approved the Bank's
Companies"? dishonesty risk assessment report, which
analyzes and assesses the business activities
within the Bank's business scope that have a
higher risk of dishonesty or are more prone to
dishonesty, including the prevention
mechanism and internal control measures
related to the behaviors in Article 7, Paragraph
2 of the "Ethical Corporate Management
Best-Practices Principles for TWSE/GTSM
Listed Companies".
(111) Does the Bank establish relevant policies which are | v (1) 1. In addition to the “Ethical Corporate (1) No deviation.

duly enforced to prevent unethical conduct and
provide implementation procedures, guidelines,
consequences of violation and complaint procedures
in such policies?

Management Best-Practice Principles” and
“Procedures for Ethical Management and
Guidelines for Conduct,” the Bank has
established the “Working Rules” and
“Employee Service Ethics and Code of Ethical
Conduct” that include reporting, disciplinary
actions and appeals system, so that both
employers and employees are committed to the
establishment of corporate ethics and
professional ethics, and request directors and
managerial officers to lead and set a good
example and strictly abide by the principle of
good faith.
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Evaluation Item

Implementation Status

Yes

No

Summary

Implementation of the
Ethical Corporate
Management Best Practice
Principles for
TWSE/TPEX Listed
Companies and reasons for
deviations

2. The labor contract signed by the Bank and all
employees contains confidentiality agreements.
Employees are responsible for the absolute
confidentiality of the business, matters,
documents, and customer information under
their custody, and may not arbitrarily read or
copy the accounting data and documents
irrelevant with their job duty; also, that they may
not have such information disclosed without
complying with the law or being approved and
the same requirement applies after their
resignation.

3. The Bank has formulated relevant disciplinary
regulations; also, the personnel who have
committed serious violations of ethical conduct
will be dismissed or fired.

4. The Bank has established a HR Evaluation

Committee to conduct review and retrial of
employee-related disciplinary action.

5. The Bank has established a whistleblower

system to encourage internal and external
personnel to report unethical conduct or
misconduct, and should regularly publicize and
educate the subordinates about the
whistleblowing system.

6. In order to prevent the unethical conduct of
directors, managerial officers, and employees
using information that is not available in the
market to obtain illegal gains, the Bank has
established internal regulations, such as, the
“Corporate Governance Best-Practice
Principles,” “Procedures for Handling Material
Inside Information” and “Self-Regulatory Rules
on Disclosure of Merger and Acquisition
Information” to expressly stipulate that those
who know important internal information shall
not disclose it to others before the information is
made public; those who know the undisclosed
internal important information due to the
execution of business shall not have it disclosed
to others. The Bank and other institutions or
personnel who have participated in the Bank’s
mergers and acquisitions, important memoranda,
strategic alliances, other business cooperation
plans, or important contract signing should have
the confidentiality commitments signed and
enforced truthfully.

7. The Bank regularly reviews and amends plans to

prevent unethical conducts every year.
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Evaluation Item

Implementation Status

Implementation of the
Ethical Corporate
Management Best Practice
Principles for

Yes| No Summary .
TWSE/TPEX Listed
Companies and reasons for
deviations
Il.  Implementation of ethical corporate management
(1) Does the Bank evaluate business partners’ ethical v m The Bank does not engage in business activities (0] No deviation.
records and include ethics-related clauses in the with those who have a record of dishonest conduct,
business contracts signed with the counterparties? and when it enters into contracts with
counterparties, the contracts include a statement of
the relevant matters in the integrity management
clause. The contracts are reviewed for good faith
provisions during the contract review process.
(1) Has the Bank established an exclusively (or v (1) The Bank has designated the Corporate Governance |(II)  No deviation.
concurrently) dedicated unit under the BOD to and Nominating Committee, which is under the
implement ethical corporate management, and Board of Directors as a dedicated unit to drive
report to the BOD on a regular basis (at least once ethical management of the Bank. The Committee
per year) on ethnic operation policies as well as provided assistance in incorporating ethics and
precautionary measures against unethical conduct moral values into the Bank's business strategy and
and their implementation information? in adopting appropriate prevention measures against
corruption and malfeasance to ensure ethical
management in compliance with the requirements
of laws and regulations. The committee also
reported on a regular basis to the board of directors
on supervision of ethical management policy
implementation and unethical behavior prevention
plans. Last reported on February 22, 2021.
(111) Does the Bank establish policies to prevent conflicts | v (1) The Bank's supervisors at all levels are responsible |(I1l)  No deviation.
of interest and provide appropriate communication for assisting the Company in promoting the policy
channels, and implement such policy properly? of honest management. All employees may file
complaints about conflicts of interest verbally or in
writing to the supervisors at all levels, to the head
of each business authority and responsibility
department, to the head of the Human Resources
Department, or to express their opinions directly
through the President's mailbox.
(IV) To implement relevant policies on ethical conduct, v (IV)  The Bank has established an effective accounting  |(IV) No deviation.

has the Bank established effective accounting and
internal control systems and assign an internal audit
unit to develop relevant auditing plans according to
the assessment results of unethical conduct risks?
Does the Bank inspect the implementation of such
auditing plans or assign CPAs to implement the
auditing?

system in accordance with the “Regulations
Governing the Preparation of Financial Reports by
Listed Banks” by the competent authority, which is
available for audit. An unethical act, such as,
bribing, bribed, profiteering, fraud and engaging in
unfair competition is clearly prohibited in the
Bank’s “Ethical Corporate Management
Best-Practice Principles,” “Working Rules” and
“Employee Service Ethics and Code of Ethical
Conduct;” also, a clear appointment, dismissal, and
punishment system are in place to maintain the
Bank’s credibility. The Bank has indeed complied
with the “Regulations Governing the
Implementation of Internal Control and Audit
System of Financial Holding Companies and
Banking Industry” to establish an internal control
system. An independent and impartial audit
department establishes a rigorous annual audit plan
to carry out inspections in order to ensure that the
design and implementation of the system are
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No
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Implementation of the
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Management Best Practice
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TWSE/TPEX Listed
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(V) Does the Bank regularly hold internal and external

educational trainings on operational integrity?

M

effective continuously.

The Bank conducts regular education and training

for directors, senior management and all employees

related to integrity management, including:

1.The “Promotion of Whistleblower System” was
arranged in October 2020. The course mainly
focused on the regulations of the whistle-blowing
system, the channels of reporting, and the way to
receive cases.

2.The "Integrity Management and Anti-Corruption
and Anti-Bribery Policy Promotion" course was
held in August 2020, which focused on the
prevention of dishonest behavior in Procedures
for Ethical Management and Guidelines for
Conduct.

3.The "Education on Internal Material Information
Handling Procedures and Prevention of Insider
Trading Related Laws and Regulations, As Well
As Self-Regulatory Regulations On Merger And
Acquisition Information Disclosure" was
arranged in August 2020. The course is mainly to
promote internal procedures for handling
material information, prevention of insider
trading and other related laws and regulations, as
well as self-regulatory rules for merger and
acquisition information disclosure.

4.The "Principles of Fairness in the Financial
Services Industry" was arranged in June 2020,
which focused Financial Consumer Protection
Act, the financial industry fairness dealing
policy, and case studies of financial consumer
disputes.

5.The "Promotion of the Anti-Money Laundering
and Counter-terrorism Financing Act" was
arranged in August 2020. The content was
focused on the prevention of money laundering
and counter-terrorism-related regulations and
money laundering patterns, as well as the
characteristics of corruption and profanity crimes
and money laundering patterns.

6.The “Promotion of Personal Data Protection Act”
was arranged in November 2020. The course
content was mainly to promote the Personal Data
Protection Act.

7.The “Regulatory Compliance Education and
Training” was arranged in every month of 2020.

8.In summary, there were 18,577 persons/times and
total 20,276 persons/hours arranged in 2020
totally.

(V)  No deviation.

1.
M

Grievance System
Has the Bank established a grievance and rewards
system and a reporting hotline? Can the employees

M

The Bank has established the "Implementation
Rules for the Reporting System of King” Town

No deviation.

M
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Evaluation Item

Implementation Status

Yes

No

Summary

Implementation of the
Ethical Corporate
Management Best Practice
Principles for
TWSE/TPEX Listed
Companies and reasons for
deviations

with alleged violations be reached by an appropriate
contact person for follow-up?

(1) Has the Bank established standard operating

procedures and confidentiality measures for the
investigation of reported incidents?

(111) Does the Bank have proper measures in place to
protect whistleblowers from reprisals?

(m

(1

Bank" to regulate the specific reporting system and
has set up two convenient reporting channels,
including written and email, on the global
information network and the bank's internal
network. The Compliance Department has been
designated as the dedicated unit of the
whistleblower system and is supervised by the Head
of Compliance of the Head Office, responsible for
receiving, assigning, replying, tracking and
improving, and keeping records.

1. The special unit of the Bank shall review the
types of reported cases and submit them to the
investigation unit for investigation and report,
and the special unit shall make a report on the
reported cases, investigation results and review
and improvement measures, and submit it to
the president for review or report to the Audit
Committee for review according to the subject
of the report, and shall notify the complainant
of the handling situation in writing or in other
ways, and shall notify or report to the relevant
authorities if a major incidental or illegal case
is found after the investigation. Closing reports
should also be compiled and presented to the
Board of Directors on a regular basis.

2. The identity of the whistleblower, investigation
procedures and related documents shall be kept

confidential and protected by the Bank. The
personnel involved in the acceptance and
investigation of a case shall declare in writing
that the identity of the informant and the
contents of the report shall be kept confidential
and that no information identifying the
informant shall be divulged. We will also keep
records of the acceptance, investigation process,
investigation results and related documents in
confidential files for at least five years.

The Bank undertakes to protect internal

whistleblowers from improper treatment or

dismissal, discharge, demotion, reduction in salary,
impairment of their rights and interests under law,

contract or custom, or other adverse action as a

result of the whistleblower.

No deviation.

(I

No deviation.

(ny
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Evaluation Item

Implementation Status

Implementation of the
Ethical Corporate
Management Best Practice
Principles for

Yes| No Summary .
TWSE/TPEX Listed
Companies and reasons for
deviations
IV.  Enhancing information disclosure v The Bank discloses the "Ethical Corporate Management No deviation.

Has the Bank disclosed its ethical corporate
management policies and results of
implementation on the Company's website and the
Market Observation Post System?

Best-Practice Principles”, "Code of Conduct for Integrity
Management" and "Corporate Governance Best Practices
Principles” on its website and the Market Observation Post
System. The Bank also discloses its integrity management
practices and measures through its website, annual reports,
CSR reports and other external documents, and expresses
its "Ethical Corporate Management and Anti-Corruption
and Anti-Bribery Policy Commitments" on its website.

V. If the Bank has its own code of ethics in accordance with the "Ethical Corporate Management Best-Practices Principles for TWSE/GTSM Listed

Companies"”, please describe the differences between its operation and the code: No deviation.

V1. Other important information which facilitates a better understanding of the Company's ethical corporate management practices: None.

(1X)

(X)

Corporate governance best-practice principles and related rules inquiry

Please refer to the |Corporate Governance| of the Market Observation Post System

(http://mops.twse.com.tw/mops/web/index/) or the Bank’s Global Information Network

(https://customer.ktb.com.tw/new/) |About King’s Town / Corporate Governance / Corporate Governance |

Information|.

Other important information that is sufficient to enhance the understanding of the Bank’s corporate governance

operation

Please refer to the Market Observation Post System (http://mops.twse.com.tw/mops/web/index/) or the Bank’s
Global Information Network (https://customer.ktb.com.tw/new/) About King’s Town.

47




Il. Corporate Governance Report

(XI) Status of internal control

1.

Declaration of internal control

Statement of Internal Control System of King’s Town Bank

I, on behalf of King’s Town Bank, hereby declare that the Bank had complied with the “Regulations Governing

the Implementation of Internal Control and Auditing System for Financial Holding Companies and Banking

Industry” from January 1, 2020 to December 31, 2020, established an internal control system, and

implemented risk management. The audit was performed by an independent and impartial audit department,

which was regularly reported to the board of directors and the Audit Committee.

For the securities business operated concurrently, the effectiveness of the internal control system design and

implementation is assessed in accordance with the judgment items on the effectiveness of the internal control

system stipulated in the “Regulations Governing the Establishment of Internal Control System by Service

Enterprises in Securities and Futures Market” by the Securities and Futures Bureau of the Financial

Supervisory Commission Whether the execution is effective.

Insurance agent business operated concurrently:

() The Bank assesses the effectiveness of the internal control system design and implementation in
accordance with the provisions of 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 “Regulations.” The internal control criteria stipulated in the
“Regulations Governing the Implementation of Internal Control and Audit System and Business
Solicitation System of Insurance Agent Companies and Insurance Broker Companies” shall include at
least the following constituent elements: 1. Environment control, 2. Risk assessment, 3. Control
operations, 4. Information and communication, and 5. Supervision operations.

(I1) The Bank has adopted the aforementioned internal control system criteria to check the effectiveness of the
internal control system design and implementation.

(1) The Bank based on the aforementioned inspection results believes that the internal control system design
and implementation (including knowing the soundness of operations, the reliability of reports, and the
compliance with relevant law and regulations) during the aforementioned period is effective, and it can
reasonably achieve the aforementioned objectives.

After carefully assessing the internal control and regulatory compliance of each unit in current year, except for

the items listed in the attached table, an effective implementation is completed. This statement will become the

main content of the Bank’s annual report and prospectus for the information of the public. Any

misrepresentation or concealment of the aforementioned disclosures shall be liable to violation of Articles 20,

32, 171 and 174 of the Securities and Exchanges Act and the legal consequences thereof.

The Bank hereby declares that this statement was approved by the board of directors on February 22, 2021.

To:

Financial Supervisory Commission

Undersigned:

Chairman: Chen-Chih, Tai
President: Jih-Cheng,Chang
Chief Auditor: Ching-Chu,Pai

Compliance Officer

of the Head Office: Chih-Cheng,Yu

February 22, 2021
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Matters to be improved for the internal control system of King's Town Bank and the improvement plan

(Base date: 2020.12.31)

Matters to be enhanced

Improvement Project

Projected date for completion

Strengthen the risk control
mechanism for credit
facilities secured by equity
securities.

Under the section of "Pledging of stock in excess of the limit set by the
regulations so that 100% of the stock of the same company can be pledged,”
the Bank's highly pledged stock guarantees the credit facility, and the
related financing structure is similar to the prevailing credit facility in the
syndicated loan market, which strengthens the credit structure and debt
security by pledging an equivalent percentage of ownership of the business.
With regard to Article 74 and Article 74-1 of the Banking Act, the Bank has
amended the "Principle of Segregation of Banking and Industry" in the
"Regulations on the Financing of Equity Guarantees”. It is clearly stated
that the Bank must strictly abide by the credit policy of no involvement in
industrial operations. When the loan is overdue, the Bank will immediately
implement a debt transfer strategy, which will result in a premium for the
operating rights due to the high value of the pledged shares that were
initially structured with a specific core strategy value, thus strengthening the
willingness of the buyer to purchase. Even if it is not possible to sell the
pledged shares, the Bank shall comply with Articles 74 and 74-1 of the
Banking Act and shall not take on pledged shares in excess of the
requirements of the Banking Law.

With respect to the section "Contracts related to Pledging of Securities with
Customers", the Bank has amended the "Securities Collateral Provision and
Consent to Sale" to specify matters related to the receipt of dividends and
the exercise of voting rights during the pledging period.

The enhanced risk control
mechanism for equity-secured
financing has been submitted to
the 72nd board meeting of 14th
session on May 11, 2020 for
discussion and approval.

Strengthen the risk control of
marketable securities
investment.

=

Reduction of investment limit by industry sector: In order to address the
concentration risk arising from fluctuations in the industry, the Bank's
"Rules Governing Investment in Bonds and Bills" were amended to reduce
the investment limit for the same industry from 40% to 30% of the Bank's
total investable securities.
In order to strengthen the risk control of the investment, the Bank's "Risk
Limit Control Practice Points" are revised as follows.
(1) Debt securities: The DVO1 interest rate risk monitoring indicators of
the debt securities investment site were originally reviewed in the middle
and last day of each month and reported to the Risk Management
Committee on a monthly basis, but the frequency of review was increased
to at least three times per month to enhance the immediacy of monitoring.
(2) Equity and fund: The VaR limit for equity and fund positions shall not
exceed 1% of the Bank's net asset value after settlement, and shall be
evaluated at least three times a month as a market risk monitoring
indicator for holding positions.
Enhancing the stop-loss mechanism for trading positions: In response to the
rapid fluctuation of the financial market and to control the risk of
investment transactions, the Bank sets up a separate "Trading Part
Investment Stop-Loss Practice Guidelines" and establish additional monthly
stop-loss limits for various commodities trading parts, monthly stop-loss
limits for traders and a stop-rights mechanism to control the market risk of
various investment commodities and the operational risk of traders.

The report on investment risk of
marketable securities was
submitted to the 5th meeting of
the 15th session on July 27,
2020.

Strengthen the supervision of
entrusting others to handle
debt collection operations.

=

On May 6, 2020, the outsourcing company was requested to submit written
improvement measures to strengthen the promotion and education of the
collection laws and regulations and the concept of legal enforcement, and to
handle the collection business in accordance with the contract.

Review the appropriateness of the outsourcing contract and the suitability of
the outsourcing company.

In the online education and training course on promotion of law, in regard
to the procedures for compliance with the regulations on debt collection
practices, it is added that “the Bank should verify the validity and

The improvement measures to
entrust debt collection
operations to others have been
reported to the 10th meeting of
the 15th session on October 12,
2020.
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Matters to be enhanced

Improvement Project Projected date for completion

correctness of the review information upon receipt of the correspondence to
be printed by the external collection agency" to strengthen the compliance
of the relevant personnel.

4. The Bank has included the improvement of debt collection enforcement
procedures and training of enforcement practices by external collection
agencies as key items for internal audits to avoid recurrence of similar
disputes.

2.

A separate audit report shall be disclosed where an independent registered public accounting firm has reviewed
the Company's internal control system: None.

(XI1) In the past two years and up to the date of the annual report published, the disciplinary action brought against the
Bank and the Bank’s major non-conformities and corresponding corrective action:

@

O]

®)

The responsible person or the employee was indicted by the prosecutor for a crime committed in the business:
The former financial adviser of the Business Department was suspected of embezzling customer’s funds in
2017. The court sentenced him with 9-year imprisonment and confiscated the proceeds of crime by the first
instance of court on December 14, 2018. After the second instance court, the case was appealed and is how
being heard by the third instance court.

Violation of laws that resulted in the Financial Supervisory Commission imposing punishment in accordance
with Article 61-1 of the Banking Act. Or a penalty imposed by the Bank on its internal staff for violation of the
internal control system, the result of which may have a material impact on shareholders’ equity or securities
prices. Or for situation that applies to Article 2 of Regulations for FSC to handle violation of financial
regulations, impose punishment.On September 7, 2020, the Financial Supervisory Commission corrected the
deficiencies involved in the Bank's debt collection practices.

[Improvement measures] The Bank has revised relevant control measures and operational procedures to
strengthen control.

Disclose any security incident arising from employee fraud or material contingencies or failure to faithfully

abide by security maintenance work. If actual losses, whether singly or in aggregate, exceed NT$50 million in

any given year: None.

(4) Other matters that must be disclosed pursuant to Financial Supervisory Commission designation: No

(X111 Significant Resolutions of the Shareholders' Meeting and the Board of Directors for the year of 2020 and as of the
end of February 2021

Classification Date Case Resolution Implementation
The relevant reports and statements
779,692,167 rights voted in | have been filed with the competent
favor, and 114,571 rights authority for inspection and
Proposal of 2019 Financial Statements voted against, so the announcement in accordance with
proposal was passed as the law and regulations of the
voted. Company Act and the Securities and
Exchange Act.
781,341,970 rights voted in | The distribution base date was
favor, and 177,769 rights scheduled on June 3, 2020 and the
Proposal of 2019 Profit Distribution Plan voted against, so the payment date was scheduled on
proposal was passed as June 19, 2020. (Cash dividend per
voted. share: NT$1.5)
Shareholders’ 780,281,229 rights vot_ed in | The contgnt of the revised document
Meeting 2020.05.12 Proposal of Amendment to the Company's favor, and' 1,226,582 rights was publlsheq on ng 26, 2020 on
Articles of Association voted against, so the Fhe Company's Webs'lte and
proposal was passed as implemented according to the
voted. revised content.
781,333,228 rights voted in | The content of the revised document
Proposal of Amendment to the Company's favor, and 174,583 rights was published on May 26, 2020 on
Rules Governing the Proceedings of voted against, so the the Company's website and
Shareholder Meetings proposal was passed as implemented according to the
voted. revised content.
781,342,930 rights voted in | The content of the revised document
Proposal of Amendment to the Company's favor, and_ 176,239 rights was publishe('] on Ma}y 26, 2020 on
Directors Election Process voted against, so the Fhe Company's webs_lte and
proposal was passed as implemented according to the
voted. revised content.
Passed by the attending .
Repurchased the Company’s issued shares for | directors unanimously by Relevant. operations havg been
Board of 2020.03.16 . - handled in accordance with the
Directors the 22nd time. bem_g consulted by the resolution
Chairman.
2020.04.06 | Increase investment in shares of "Financial Passed by the attending Relevant operations have been
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Classification Date Case Resolution Implementation
Information Co., Ltd." directors unanimously by handled in accordance with the
being consulted by the resolution
Chairman.
Proposal of land acquisition for Tung-Shing Zﬁisce:t((j)r?{]tr]h:n?rtr:z?g:ngb Relevant operations have been
Section Lot #0169-0008, Beitun District, being consulted b th)(/e Y handled in accordance with the
Taichung, Taiwan Chai%man y resolution
Proposal of Amendment to the Bank's P_assed by the gttendmg Relevant operations have been
S - . directors unanimously by - .
Organizational Chart and Hierarchical beina consulted by the handled in accordance with the
Responsibility Schedule Chai%man y resolution
2020.04.27 | Proposal of nine land and building :
o . . . Passed by the attending -
acquisitions, including, South Ga_te Sectlon directors unanimously by Relevant_ operations have_ been
Lot 1462, Central and Western District, being consulted by the handled in accordance with the
Tainan City, adjacent to the head office Chai%man y resolution
building )
gﬁseiigrzyu;haen?ﬁiﬁ?lngb Relevant operations have been
2020.07.13 | Proposal of bad debts written-off being consulted by th% y handled in accordance with the
Chairman. resolution
Proposal of three land acquisitions at Pfassed by the ':attendlng Relevant operations have been
. . directors unanimously by - .
Tung-Shing Section Lot #169, 169-1 and being consulted by the handled in accordance with the
169-7, Beitun District, Taichung, Taiwan Chairman resolution
2020.08.24 - -
. . . P_assed by the gttendmg Relevant operations have been
Increase investment in shares of Taiwan directors unanimously by . f
- handled in accordance with the
Futures Exchange being consulted by the resolution
Chairman.
Proposal of land acquisition of Hsinchu City Eﬁsezsce}t((j)rl;);;haen?rﬁzzgllngb Relevant operations have been
2020.09.07 | Guangpu Phase Il Self-Owned Municipal being consulted b th)é y handled in accordance with the
Land Rezoning Business District Chai%man y resolution
Proposal of investment in Wan Taig Securities Zﬁii:i?)rt;{ltnhaen?gzr:g:;gby Relevant_ operations have_ been
2020.10.12 - handled in accordance with the
Co., Ltd. being consulted by the resolution
Chairman.
Proposal of six land acquisition of Xiqi Passed by the attending Relevant operations have been
2020.10.26 Section Lot #1497, 1497-1, 1497-2, 1497-3, directors unanimously by handled ingccordance with the
o 1497-4, 1497-5, Dounan Township, Yunlin being consulted by the resolution
County Chairman.
Evaluation of the independence and Sﬁzs;gr?;;haen?giﬁ?lngb Relevant operations have been
competence of the Bank's Certified Public being consulted b th)é Y handled in accordance with the
Accountants Chai%man y resolution
2020.11.23 - -
Proposal of Amendment to the Bank's P_assed by the gttendmg Relevant operations have been
o . . directors unanimously by . -
Organizational Chart and Hierarchical beina consulted by the handled in accordance with the
Responsibility Schedule Chai%man y resolution
Passed by the attending .
2020.11.27 Acquisition of Wan Taig Securities Co., Ltd. directors unanimously by E:AZY:SE?%‘;L‘%:ZZZ:::& tl;]efhne
o by share swap being consulted by the resolution
Chairman.
Proposal of three land acquisitions of Sanmin Sﬁzs(:igrt;{l;haen?giz?lngb Relevant operations have been
2020.12.07 | Section Lot #265, 266 and 267, Taoyuan beina consulted b th)é Y handled in accordance with the
District Chai%man y resolution
ziarsescet?)rzyu;haen?rtrt\?)z?lngb Relevant operations have been
Proposal of bad debts written-off - Yy by handled in accordance with the
being consulted by the resolution
2020.12.21 Chairman.
o Amendment of Hierarchical responsibility Pfassed by the gttending Relevant operations have been
Schedule for The Human Resources directors unanimously by handled in accordance with the
being consulted by the -
Department Chairman. resolution
Passed by the attending .
Wealth Management Department renamed as directors unanimously by Relevant_ operations have_ been
2021.01.18 | .. - " - handled in accordance with the
Investment Service Department being consulted by the resolution
Chairman.
Discussion of the "Statement of Internal zﬁses;gr?;;haen?gi:g:ngb Relevant operations have been
Control System of King's Town Bank" for being consulted by th}(/e y handleq in accordance with the
2020 Chairman. resolution
2021.02.22

""Statement on Internal Control System for
Anti-Money Laundering and
Counter-Terrorism" 2020

Passed by the attending
directors unanimously by
being consulted by the
Chairman.

Relevant operations have been
handled in accordance with the
resolution
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Classification Date Case

Resolution

Implementation

Produced and submitted the Bank’s 2020
parent company only financial statements and
consolidated financial statements and business
reports

Passed by the attending
directors unanimously by
being consulted by the
Chairman.

Relevant operations have been
handled in accordance with the
resolution

2020 Distribution of Earnings

Passed by the attending
directors unanimously by
being consulted by the
Chairman.

Relevant operations have been
handled in accordance with the
resolution

Proposal of bad debts written-off

Passed by the attending
directors unanimously by
being consulted by the
Chairman.

Relevant operations have been
handled in accordance with the
resolution

(XIV) For the year of 2020 and as of the end of February 2021, the directors or supervisors had different opinions that
were recorded or documented on important resolutions passed by the board of directors: For the year of 2019 and
as of the end of February 2020, the directors or independent directors had no different opinions expressed.

(XV) Summary of the resignation and dismissal of relevant personnel of the Bank (referring to the chairman, President,
financial director, accounting director, internal chief auditor, and corporate governance director) in 2020 and as of

the end of February 2021: None.
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()  Breakdown of CPA Professional Fees

Il. Corporate Governance Report

Name of the CPA firm Name of CPA Duration of audit Remarks
Ernst & Young Global Limited Huang, Shih-Chieh | Chang, Cheng-Tao 2020.1.1~2020.12.31
Fee items . .
R, Audit fees Non-audit fees Total
1 Under NT$2,000,000 - v -
2 NT$2,000,000 - NT$4,000,000 v - v
3 NT$4,000,000 - NT$6,000,000 - - -
4 NT$6,000,000 - NT$8,000,000 - - -
5 NT$8,000,000 - NT$10,000,000 - - -
6 NT$10,000,000 and above - - -
- Unit: NT$ thousand
Non-audit fees
NEFTE ?if”t]?e cla Name of CPA Audit fees System Design ReBg;Jig[rr]aetsiso i Riggtﬁge Others Subtotal Audit Period Note
i | e TR | 2em : : : :

Note:  The anti-money laundering and counter-terrorism financing mechanism for auditing NT$500 thousand, cancellation of treasury stock case checklist and review opinion for NT$40 thousand.

(1)  Change of CPA firm and the audit fees for the year of the change less that of the previous year, and the amount of audit fees before and after the change, and reasons for the change:

None.

(1) Audit fees were 10% less than that of the previous year: None.
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V1. Information on replacement of CPAs within the past two fiscal years or any subsequent

interim period
()  Regarding the former CPAs:

Date of Replacement

February 25, 2019

Reason for replacement and explanation

Internal job rotation of the CPA Firm

Statement on whether the authorizing party or the CPA
terminated or declined the engagement

Counterparty -
Situation CPA The authorizing party
\oluntarily terminated the
N/A N/A
engagement
Declined (further) engagement N/A N/A

The opinion and reason for issuing an audit report
expressing other than an unqualified opinion in the last
two years years

Nil

Yes
Different opinions from the Bank

Accounting principles or practices

Disclosure of financial statements

Scope or procedure of auditing

Others

Nil

Description: None

Other disclosures
(where Article 10, Subparagraph 6, Item 1-4 of the
Regulations shall be disclosed)

Nil

(I1)  Regarding the succeeding CPAs:

CPAFirm

Ernst & Young Global Limited

Name of CPA

Huang, Shi-Chieh and Chang, Cheng-Tao

Date of appointment

February 25, 2019

Consultation matters and results on the accounting methods or

accounting principles of certain transactions and possible opinions Nil

on the financial reports before the appointment of the CPA

The matters on which the succeeding accountant’s opinion is Nil
i

different from the opinion of the predecessor accountant in writing

(1) The succeeding CPA's reply to Article 10, Subparagraph 6, Item 1 and Item 2-3 of the Regulations: None.

VILI.

Company or affiliate to said firm in the most recent year: None.

VIII.

Information about Chairman, President, and Financial or Accounting Manager of the
Company who has worked with the CPA firm which conducts the audit of the

Changes in the share transfer and share mortgage of the directors, supervisors,

managerial officers and the individual or affiliated party holding a certain percentage
of the voting shares of one bank met the requirements of reporting according to Article

11 of the regulations
()  Changes in shareholdings

Unit: Shares
2020 As of February 28, 2021
Titl N Shareholding Pledged share Shareholding Pledged share
i Els increase increase increase increase
(decrease) (decrease) (decrease) (decrease)
. . Tiangang Investment Co., Ltd. 0 11,000,000 0 0
Chairman (major . . . .
Representative: Chen-Chih, Tai (major
shareholder) 0 0 0 0
shareholder)
Vice-Chairman (major Tiangang Investment Co., Ltd. 0 Note 0 0
shareholder) Representative: Chiung-Ting, Tsai 0 0 0 0
Fu Chiang Investment  Ltd. 0 0 0 0
Director Representative: Tsai, Chung-Chang (took 0 0 0 0
office on May 12, 2020)
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2020 As of February 28, 2021
Titl N Shareholding Pledged share Shareholding Pledged share
Mz SIS increase increase increase increase
(decrease) (decrease) (decrease) (decrease)
Fu Chiang Investment Ltd. 0 0 0 0
Director Representative: Ching-Shun, Ou (took 0 0 0 0
office on May 12, 2020)
. Chuan-Fu, Hou (took office on May 12,
Independent Director 0 0 0 0
2020)
Independent Director Chao-Long, Chen 0 0 0 0
Independent Director Hung-Liang, Chiang 0 0 0 0
President Jih-Cheng Chang 0 0 276,000 0
Senior Vice President Qi-Wei, You 0 0 25,000 0
Chief Auditor Ching-Chu, Pai 0 0 40,000 0
. ) . Chien-Wei, Pan (took office on January 30,
Executive Vice President 0 0 50,000 0
2020)
Senior Vice President Chih-Cheng, Yu 130,000 0
Vice President Pen-Chen, Su 75,000 0
Financial Officer (Vice -
. Chih-Jin, Wu 0 0 50,000 0
President)
Vice President and
Corporate Governance Chien-Ko, Yang 100,000 0 100,000 0
Director
Vice President Hung-Sung, Shen 0 0 50,000 0
) . Shu-Chen, Tsai (took office on February 10,
Vice President 32,000 0 100,000 0
2020)
Vice President Lu, Ying-Shih (took office on May 1, 2020) 0 0 35,000 0
Accounting Executive Yu-Hsuan, Chen 0 0 0 0
Tiangang Investment Co., Ltd. 0 Note 0 0
Director Representative: Wang, Hsien-Tsund 0 0 0 0
(discharged on May 12, 2020)
Tiangang Investment Co., Ltd. 0 Note 0 0
Director Representative: Chin-Chung, Chuang 0 0 0 0
(discharged on May 12, 2020)
. Representative: Ming-Tai, Chen (discharged
Independent Director 0 0 0 0
on May 12, 2020)
) . Representative: Ou, Yu-Yin (discharged on
Vice President 0 0 0 0
May 31, 2020)
) . Representative: Shea-Lin, Chen (discharged
Vice President -77,000 0 0 0

on August 25, 2020)

Note:

The number of shares pledged by Tiangang Investment Co., Ltd. is 11,000,000 shares in the same column as the chairman of the Board of
Directors in 2020.

(1)  Transfer of Equity Interests: No equity interests were transferred to/from related parties, thus it is not applicable

(1) Pledge of equity: The counterparties of equity pledge are not related parties, thus it is not applicable.
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IX. Relationship information, if among the Company's ten largest shareholders anyone is a
related party or a relative within the second degree of kinship of another

Relationships among the company's ten largest shareholders

Base date: 2021.02.28

Shares Held Among ten largest shareholders,
Share Ownershi Shares Held by Spouse & under name and relationship with anyone
P Dependents Nominee who is a related party or a relative
Name Accounts within the second degree of kinship | Note
Quantity . Quantity of . Quantity
of stock Shsrittlwgl?j];n stock Sh?raetr:zl?j];n of stock | % Title/name Relationship
(shares) 9 (shares) 9 (shares)
Chen-Chih, Tai (*) 78,209,000 6.98% 5,890,000 0.53% 0| 0% Nil Nil
Tiangang Spouse of the
Investment representative
Co., Ltd. P
Tianve Representative's
. . Y relative within the
Tien-Tsan, Tsai 72,752,033 6.49% 10,346,139 0.92% 0 | 0% | Investment,
second degree of
Ltd. S
kinship
Hsien-Tsung, |\ ;nship within
Wang, Chen,
Yi Ying second-degree
Mercuries Life 71,351,000 6.36% 0 0% 0| 0% | Nil Nil
Insurance Co. Ltd.
Representative of
the aforementioned
companies 0 0% 0 0% 0| 0% | Nil Nil
Chen,
Hsiang-Chieh
Jincheng
Construction Co., 47,610,000 4.25% 0 0% 0| 0% | Nil Nil
Ltd.
Representative of
the aforementioned | 554 599 0.36% 0 0% 0| 0% | Nil Nil
companies
Chiu, Chun-Chun
pomray IVESIment | 46,571,869 4.15% 0 0% 0| 0% | Nil Nil
Representative of
the aforementioned | 5 y0g 0.36% 0 0% 0| 0% | Nil Nil
companies
Chiu, Chun-Chun
Tiangang
Investment Co., 39,399,025 3.51% 0 0% 0| 0% | Nil Nil
Ltd. (*)
Tien-Tsan, Spouse:
Tsai P '
Representative of w;sn_TéE:g’ Kinship within
the aforementioned 'ang, ' | second-degree
companies 10,346,139 0.92% | 72,752,033 6.49% 0| 0% | YiYing
Tsai S., Mei-Yun Tianye Repr_esent_atn_/es
relative within the
Investment ,
second degree of
Ltd. Kinship
Eg”ye Investment, | 5, 690,325 3.09% 0 0% 0| 0% | Nil Nil
Tien-Tsan, Kinship within
Representative of Tsai second-degree
the aforementioned | 5 756 g0 2.12% 0 0% 0| 0% | Tiangang | hcPresentatives
companies relative within the
e Investment
Yi-Ying, Chen second degree of
Co., Ltd. S
kinship
Tien-Tsan, Kinship within
Tsai second-degree
Representative's
Hsien-Tsung, Wang | 29,277,882 2.61% | 12,419,667 1.11% 0 | 0% | Tiangang relative within the
Investment second degree of
Co., Ltd. kinship
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Shares Held Among ten largest shareholders,
. Shares Held by Spouse & under name and relationship with anyone
Share Ownership . . .
Dependents Nominee who is a related party or a relative
Name Accounts within the second degree of kinship | Note
Quantity . Quantity of . Quantity
of stock Ratio Of. stock Ratio Of. of stock | % Title/name Relationship
Shareholding Shareholding
(shares) (shares) (shares)
Tien-Tsan, Kinship within
Tsai second-degree
Tianye
Investment , Name
Yi-Ying, Chen (*) 23,756,000 2.12% 0 0% 0| 0% | Ltd.
Tiangan Representative's
gang relative within the
Investment second degree of
Co., Ltd. >conc teg
Kinship
Special Account for
Investment of the |7 179 100 1.52% 0 0% 0| 0% | Nil Nil
Central Bank of
Norway in custody

Note:

(*) is the number of shares declared by insiders to the competent authority.

X. Quantity of shareholdings of the same investee by the Bank and Directors, Supervisors,
Presidents, Executive/Seinor Vice Presidents, Vice Presidents, Heads of the various
departments and branches, and direct or indirect subsidiaries in proportion to the

combined holdings of all

Base date: 2020.12.31

Investment made by directors,
supervisors, presidents,
Investment made by the Bank e>_<ecut|ve{se|nor vice Total Ownership
presidents, vice presidents,
Invested Companies heads of branches, and direct
or indirect subsidiaries
QI E] Shareholding QI E] Shareholding QL] Shareholding
SIS ratio S0 ratio e ratio
(shares) (shares) (shares)
Taiwan Depository and Clearing Corp. 1,417,557 0.36% 0 0% 1,417,557 0.36%
Taipei Forex Inc. 80,000 0.40% 0 0% 80,000 0.40%
Taiwan Futures Exchange 1,841,504 0.50% 0 0% 1,841,504 0.50%
Financial Information Co., Ltd. 6,119,158 1.17% 0 0% 6,119,158 1.17%
Taiwan Stock Exchange Corporation 21,529,909 2.87% 0 0% 21,529,909 2.87%
Sunshine Asset Management Co., Ltd. 37,211 0.62% 0 0% 37,211 0.62%
King’s Town Bank International Leasing Co.,
Ltd 71,695,280 100% 0 0% 71,695,280 100%
Wan Taig Securities Co., Ltd. 19,901,336 99.51% 0% 19,901,336 99.51%
Taiwan Incubator SME Development Co. 3,417,440 4.84% 0% 3,417,440 4.84%

57




IV. Capitalization

Chapter 4  Capitalization
XI. Capital and Shares
() Sources of capital
Base date: 2021.02.28
Unit: Shares; NT$
Yearand | Issue Authorized capital Paid-in capital Note
month price Shares Amount Shares Amount Sources of capital Others
1978.01 20,000,000 200,000,000 20,000,000 200,000,000 Reformed as a bank by order.
Shareholder dividend of NT$30.4 million, |MOEA (69) Commerce No. 19797
1980.03 24,000,000 240,000,000 24,000,000 240,000,000 special reserve of NT$9.6 million dated 06.19.1980
Dividends of NT$14.4 million, bonus of
1981.05 30,000,000 300,000,000 30,000,000  300,000,000|NT$25.2 million, special reserve of MOEA (71) Commerce No. 09006
- dated 03.18.1982
NT$20.4 million
Value-added reserve of NT$45.9 million  |MOEA (71) Commerce No. 47072
1982.03 40,200,000 402,000,000 40,200,000 402,000,000 and special reserve of NT$56.1 million dated 12.17.1983
. - MOEA (72) Commerce No. 51587
1983.10 42,500,000 425,000,000 42,500,000 425,000,000|Special reserve of NT$23 million dated 12.29.1983
. - MOEA (73) Commerce No. 43814
1984.09 45,000,000 450,000,000 45,000,000 450,000,000|Special reserve of NT$25 million dated 11.10.1984
. - MOEA (74) Commerce No. 40767
1985.07 47,500,000 475,000,000 47,500,000 475,000,000 |Special reserve of NT$25 million dated 09.17.1985
. - MOEA (75) Commerce No. 37468
1986.06 50,000,000 500,000,000 50,000,000 500,000,000 Special reserve of NT$25 million dated 08.25.1986
. - MOEA (76) Commerce No. 41397
1987.07 52,500,000 525,000,000 52,500,000 525,000,000 |Special reserve of NT$25 million dated 08.18.1987
. - MOEA (77) Commerce No. 18642
1988.05 63,000,000 630,000,000 63,000,000 630,000,000 |Special reserve of NT$105 million dated 06.30.1988
. - MOEA (78) Commerce No. 123964
1989.06 80,000,000 800,000,000 73,080,000 730,800,000 |Special reserve of NT$100.8 million dated 06.14.1989
1989.11 NT$180 80,000,000 800,000,000 80,000,000 800,000,000 Cgp!tal increase in cash for NT$69.2 MOEA (78) Commerce No. 134390
per share million dated 12.16.1989
Additional paid-in capital of NT$240
1990.06 200,000,000 2,000,000,000] 120,350,000| 1,203,500,000|million, special reserve of NT$160 million, |'MOEA (79) Commerce No. 115085
- dated 07.13.1990
and employee bonus of NT$3.5 million
Earnings and special reserve of
NT$228.665 million, additional paid-in MOEA (80) Commerce No. 1199766
1991.06 200,000,000{ 2,000,000,000{ 171,500,000| 1,715,000,000 capital of NT$277.835 million, and dated 09.10.1991
employee bonus of NT$5 million
Earnings and special reserve of NT$274.4
million, additional paid-in capital of (81) MOF. Sec. (1) No. 02348 dated
1992.11 227,300,000| 2,273,000,000{ 227,300,000 2,273,000,000 NT$277.83 million, and employee bonus |09.14.1992
of NT$5.77 million
Earnings and special reserve of
NT$281.232 million, additional paid-in (82) MOF. Sec. (1) No. 01649 dated
1993.08 270,000,000| 2,700,000,000{ 270,000,000| 2,700,000,000 capital of NT$144.768 million, and 05.17.1993
employee bonus of NT$1 million
Earnings of NT$390.415 million,
1994.03 NT$53 335,000,000| 3,350,000,000| 335,000,000 3 350,000,000 additional paid-in capital of NT$9.585 (83) MOF. Sec. (1) No. 28035 dated
per share million, and capital increase in cash of 07.05.1994
NT$250 million
Capital increase in cash of NT$100
million, earnings of NT$599.204 million,
109503 | NT$43 | 140130,000| 4.401,300,000| 440,130,000| 4,401,300,000|additional paid-in capital of NT$332.096 |84 MOF. Sec. (1) No. 31862 dated
per share L 06.10.1995
million, and employee bonus of NT$20
million
Earnings of NT$624.985 million and
1996.10 545,762,200| 5457,622,000| 545762,200| 5,457,622,000|additional paid-in capital of NT$431.327 (()E;Sizl\ﬂloggésec. (1) No. 41979 dated
million T
Earnings of NT$578.507 million and
1997.11 646,727,022| 6,467,270,220| 646,727,022| 6,467,270,220|additional paid-in capital of NT$431.151 8885}"5\"139':'75“' (1) No. 65313 dated
million e
Earnings of NT$523.849 million and
1998.12 724,334,265 7,243,342,650| 724.334,265| 7,243,342,650|additional paid-in capital of NT$252.223 82715"\"135559“' (1) No. 79377 dated
million e
2005.10 |NT$10-714 00.000,000| 18,000,000,000| 1,084,334,265| 10,843,342,650| Capital increase in cash of NT$3.6 billion |34 FSC. I Tzi No. 0940132082 dated
per share 08.15.2005
(97) FSC. 111 Tzi No. 0970050338
Treasury stock shares canceled for an dated 09.17.2008
2008.11 1,800,000,000( 18,000,000,000| 1,069,334,265| 10,693,342,650 amount of NT$150,000,000 (97) FSC. 111 Tzi No. 0970055145
dated 10.20.2008
Treasury stock shares canceled for an (97) FSC. 111 Tzi No. 0970068208
2008.12 1,800,000,000( 18,000,000,000| 1,051,234,265| 10,512,342,650 amount of NT$181,000,000 dated 12.15.2008
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Yearand | Issue Authorized capital Paid-in capital Note

month price Shares Amount Shares Amount i Sources of capitgl i i Others
2013.03 p':rTila?e 1,800,000,000| 18,000,000,000| 1,201,234,265| 12,012,342,650 E%Eg:&a{)%rg%rgggzm\@nge financtl (108 MoEay So.sun T2 1.
2016.02 1,800,000,000| 18,000,000,000| 1,164,234,265| 11,642,342,650 ;fgjﬁ[’(’)?tﬁ%;%ﬁg"ggg'ed T ) M o T e &
2016.03 1,800,000,000| 18,000,000,000| 1,151,234,265| 11,512,342,650 ;fgjﬁ[’(’)?ﬁ%ig%ﬁg"ggg'ed foran (109 MOEA, SoSun.Tal M. ¢
2019.02 1,800,000,000 18,000,000,000| 1,141,234,265| 11,412,342,650 ;fgjﬁ?;m%ig%r%%gaggg'ed foran %%?1'(\)"1065(% g;tesduggzz;’;'glg
2019.10 1,800,000,000| 18,000,000,000| 1,131,234,265| 11,312,342,650 ;fgjﬁ?;m%ig%r%%gaggg'ed foran %%?1'1"4?36 g;t'esd“'l‘gzzl';‘gig
2020.05 1,800,000,000| 18,000,000,000| 1,121,234,265| 11,212,342,650 ;fgjﬁ?;:tﬁ%ig%r%%gaggg'ed foran %%5(’))1'(\)"70653 g;jj“ggzzé';‘glg
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Type of Shares
Base date: 2021.02.28
Unit: Shares
Authorized capital
(RO SR Outstanding shares Unissued shares Total AR
Ordinary share 1,121,234,265 678,765,735 1,800,000,000 Common stock
Preference stock 0 0 0
(I)  Composition of Shareholders
Base date: 2021.02.28
Unit: person; share; %
Composition of
Sl Ees Government Financial Other . Fo_relgn L Treasury
- o A institutions Individuals Total
agencies institutions juridical - stock
and foreigners
Amount
Number of people 0 ! 111 223 35,077 0 35418
(persons)
Shareholding (shares) 0 119,727,064 284,279,012 181,008,452 536,219,737 0 | 1,121,234,265
Shareholding ratio (%) 0% 10.68% 25.35% 16.14% 47.83% 0% 100%
(1)  Diversification of Shareholdings
NT$10 per share
Base date: 2021.02.28
Range of shares No. of shareholders Shareholding (shares) Shareholding ratio (%)
1to 999 16,261 4,216,674 0.38%
1,000 to 5,000 13,421 29,308,062 2.61%
5,001 to 10,000 2,669 20,668,085 1.84%
10,001 to 15,000 840 10,495,866 0.94%
15,001 to 20,000 553 10,130,577 0.90%
20,001 to 30,000 482 12,423,741 1.11%
30,001 to 40,000 237 8,482,203 0.76%
40,001 to 50,000 154 7,129,838 0.64%
50,001 to 100,000 303 22,353,158 1.99%
100,001 to 200,000 171 25,140,954 2.24%
200,001 to 400,000 109 31,372,343 2.80%
400,001 to 600,000 56 26,244,396 2.34%
600,001 to 800,000 22 15,217,140 1.36%
800,001 to 1,000,000 26 23,961,561 2.14%
Over 1,000,001 114 874,089,667 77.95%
Total 35,418 1,121,234,265 100%
Note:  Distribution of preferred shares: None.
(IV)  List of major shareholders
Base date: 2021.02.28
Name of major shareholder Shareholding (shares) %
Chen-Chih, Tai 78,209,000 6.98%
Tien-Tsan, Tsai 72,752,033 6.49%
Mercuries Life Insurance Co. Ltd. 71,351,000 6.36%
Jincheng Construction Co., Ltd. 47,610,000 4.25%
Hsinray Investment Co., Ltd. 46,571,869 4.15%
Tiangang Investment Co., Ltd. 39,399,025 3.51%
Tianye Investment Company 34,690,325 3.09%
Hsien-Tsung, Wang 29,277,882 2.61%
Yi-Ying, Chen 23,756,000 2.12%
Special Account for Investment of the Central Bank of 17.079.000 1.52%
Norway in custody of Citibank(Taiwan) T
Note:  The top ten shareholders are listed.
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(V) Information on stock price, net value, earnings, dividends per share for the last two years

IV. Capitalization

Unit: NT$
item Year 2019 2020 As of February 28, 2021
Market price Highest 34.65 40.20 41.50
per share Lowest 27.80 25.25 37.60
Average 32.09 35.47 39.13
Net value per Before distribution 36.28 41.66 41.95
share After distribution 34.79 - -
Earnings per \(,t\f/il)?]z;?j iﬁiﬂiﬂf shares 1,137,777 1,120,378 1,118,387
share Earnings per share 2.99 4.90 0.99
Cash dividend 1.50 - -
Paid out of retained
Dividends per Stock earnings
share dividends Paid out of capital
surplus
Accumulated undistributed dividend - -
Return on Pr!ce/ Egrr_ﬂngs Rati_o (Note 1) 10.73 7.24
investment Price / Dividend Ratio (Note 2) 21.39 -
Cash dividend yield rate (Note 3) 4.67

Note 1: P/E Ratio = Average Market Price per Share / Earnings per Share

Note 2: Price/Dividend Ratio = Average Market Price per Share / Cash Dividend per Share
Note 3: Cash Dividend Yield = Cash Dividend per Share / Average Market Price per Share
Note 4: The dividend payment for 2020 has not been approved by the shareholders general meeting.

Note 5: In February 2021, the net value per share and earnings per share were calculated by the Bank internally.

(V1) Dividend Policy and Implementation

1. Dividend policy

The Bank’s dividend policy is specified in Article 33-1 of the Articles of Incorporation as follows

If there is a surplus in the Company’s annual final accounts after all taxes have been paid, it should be applied
to make up for the losses of previous years, and then appropriate 30% legal reserve; also, after having the
special reserve appropriated according to law, for the balance amount, if any, thereafter, along with the retained
earnings, the board of directors shall propose a distribution plan to the shareholders meeting for approval. For
the distribution of dividends, the cash dividends must not be less than 10% of the total dividends of the current
year. The aforementioned dividends distribution principles regarding the cash dividend ratio may be adjusted
depending on the Company’s business operation requirements and major legal amendments. However, the cash
dividend ratio must not be less than 1% of the total dividend. If the distribution of cash dividends per share is
for less than NT$0.1, no dividends will be distributed.

If the Company’s accumulated legal reserve equals or exceeds the Company’s paid-in capital, or when it meets
the sound financial standard set by the competent authority under Article 50, Paragraph 2 of the Banking Act,
and the legal reserve is provided in accordance with the Company Act, the legal reserve restrictions on deposits
and maximum cash surplus distribution shall not apply.

Before the accumulated legal reserve equals or exceeds the Company’s paid-in capital or the ratio of equity
fund to risk assets meets the requirements of the Banking Act, the maximum cash dividends distribution shall
be handled in accordance with the Banking Act and the requirements of the competent authority.

In summary, the Company’s dividend distribution policy is to apply the annual net income to pay tax lawfully,
make up for the losses of previous years, and appropriate legal reserve and special reserve, then for the
remaining distributable earnings net of the fund reserved for business operation planned is to be distributed as
dividend to the shareholders of common stock; also, 0% ~ 60% of the distributable amount shall be
appropriated for distribution according to the proposal plan presented by the board of directors to be resolved in
the shareholders meeting.

In addition, if there is one of the situations listed in Article 44-1, Paragraph 1 of the Banking Act, it is
prohibited to have cash profit distributed or shares repurchased. Before the accumulated legal reserve equals or
exceeds the Company’s paid-in capital, the maximum cash dividends distribution shall not exceed 15% of the
total capital.

. Proposed dividends distribution at this shareholders’ meeting: The Bank’s proposed final distribution of cash

dividends of 2020 is NT$1.8 per share.
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(V1) The impact of the stock dividends proposed at the shareholders’ meeting on the Bank’s operating performance and
earnings per share: there was no stock dividend distributed in 2019, so, no impact on the Bank.

(V) Remuneration of employees, directors and supervisors

1. The percentages or ranges with respect to employee, director, and supervisor compensation, as set forth in the
Bank's Articles of Incorporation:
According to Article 33 of the Company’s Articles of Incorporation, if there are earnings in current year, an
amount no less than 0.01% of the earnings shall be appropriated as remuneration of employee and an amount
no more than 2% of the earnings shall be appropriated as remuneration of directors. However, when the
company still has accumulated losses, an amount equivalent to the loss should be reserved for making up the
loss. The employees with stock or cash received as remuneration as stated in the preceding paragraph include
employees of subsidiary companies that meet certain conditions.

2. Basis for the estimation of the remuneration of employees, directors and supervisors in current period, basis for
the calculation of stock shares distributed to employees as remuneration, and accounting treatment for the
difference between the actual distribution amount and the estimated amount: the difference is treated as
changes in accounting estimates in the next year.

3. Proposal of distribution passed by the Board:

(1) Amount of remuneration to employees and directors and supervisors with cash or stock distributed: It was
resolved in 2020 to issue cash remuneration for NT$630,000 to employees, NT$0 to directors and
supervisors that has no significant difference from the estimated annual expense amount.

(2) The ratio of the employee remuneration amount with stock distributed to the net income and total
employee remuneration on the parent company only or individual financial report in the current period:
None

4. The actual distribution of remuneration of employees, directors, and supervisors in the previous year: The Bank
passed the 2019 earnings distribution resolution in the shareholders meeting on May 12, 2020 with NT$0 to
directors and supervisors and NT$400,000 in cash to employees.

(IX) Repurchase of the Bank’s stock shares in 2020 and as of the end of February 2021:

1. The Bank’s stock shares repurchased (transaction completed)

Period no. 21st time (period) 22nd time (period)
Purpose of repurchase Transferred to employees Maintain corporate credit and shareholders' equity
Repurchase period 11/14/2019 ~ 12/09/2019 03/17/2020 ~ 03/27/2020
Price range for repurchase 30~35 28~35
Type and amount of the repurchased shares 3,000,000 shares 10,000,000 shares
Amount of the repurchased shares 98,421,625 276,923,886
SIZtr:z eodf repurchased shares to shares repurchase 100% 100%
Capital adequacy ratio before the repurchase of Base date: 09/30/2019 Ratio: 14.70 Base date: 02/29/2020 Ratio: 17.09
the Bank’s shares
Capital adequacy ratio after the repurchase of the Base date: 09/30/2019 Ratio: 14.66 Base date: 02/29/2020 Ratio: 16.95
Bank’s shares
Shareholdings that have been canceled and 3,000,000 shares (Note 1) 10,000,000 shares (Note 2)
transferred
Cumulative number of shares held by the Bank 0 share 0 share
Ratio of cumulative number of shares held by the 0% 0%

Bank to the total issued shares (%)

Transfer of repurchased shares to the employees Transferred Not applicable

Circumstances in which the Board will take
restrictive measures if the transfer is not
completed within three years after the share
repurchase

None Not applicable

Note 1: The 21st repurchase of treasury stock was transferred to employees at a transfer price of NT$39.65 per share, and the transfer of stock was
completed on 02.26.2021.

Note 2: The 22nd repurchase of treasury shares was canceled and capital decreased according to the resolution of the Board of Directors on
04.27.2020; also, the change of registration for the capital decreased was approved by the competent authority on 05.22.2020.

The Bank’s stock shares repurchased (transaction not yet completed): None.

XI1. Issuance of financial bond
None.

XI11. Issuance of preferred shares
None.
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XIV. Issuance of overseas depositary receipt
None.

XV. lIssuance of employee stock warrant and restricted employee shares
None.

XVI. Merger and acquisition or transfer of other financial institutions
None.

XVII. Implementation of the Bank's capital allocation plans
()] Plan content: The Bank did not issue financial bonds or handle cash replenishment in 2020.

(1) Implementation: None.
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Chapter 5

Operational Overview

Business activities

0] Principal business of the Bank by business type:

1.

Deposit Business

Accept check deposits, savings deposits, time deposits, general deposits, agency collection/payment, and
domestic exchanges

Loan Business

It is classified as corporate finance and consumer finance. Corporate financing business deals with various
lending, bill discounting, issuance of domestic letters of credit, and domestic guarantee businesses; also,
consumer financing business deals with personal home mortgage loans and consumer financial operations.
Foreign Exchanges Business

Handle foreign exchange deposits, exchanges, imports, exports, foreign currency loans, and guarantee services

for foreign currency guarantee payments.

Wealth Management

Help position the risk attributes of customers and provide customers with customized financial planning
(including insurance and funds) through the analysis of investment attributes.

Trust Business

Handle specific money trust investments in domestic and foreign securities, advance receipt trusts and property

trust business.
Investment Business

Handle capital movement in New Taiwan Dollar and foreign currency, investment in securities and issuance of

financial bonds.

(I The ratio of each business asset and/or revenue to total assets and/or revenue and its growth and changes

1. Asset by business and its growth and changes

Unit: NT$ thousands; %

Item 2020.12.31 2019.12.31 | ] Growth rate (%)
increase/decrease
New Taiwan Dollar Deposit Business 201,359,610 176,392,985 24,966,625 14.15
Foreign Currency Deposit Business 25,793,407 15,422,458 10,370,949 67.25
Loan Business 187,824,034 157,597,636 30,226,398 10.18
Balance of trust 32,409,117 31,542,846 866,271 2.75
Unit: NT% million; %
Amount of
Item 2020.12.31 2019.12.31 T Growth rate (%)
CD of Central Bank of the
Republic of China (Taiwan) 18,900 17,700 1,200 6.78%
Domestic treasury bonds 39,299 37,036 2,263 6.11%
Domestic corporate bonds 1100 0 1,100 -
Stock 5,772 3,590 2,182 60.78%
Investment | Fund 2,600 1,910 690 36.13%
Business REITS 387 387 0 0.00%
ETN 0 6 -6 -100.00%
Foreign currency securities
(excluding foreign stocks) 34,982 36,323 -1,341 -3.69%
Long-term equity investments 2,352 2,017 335 16.61%
Total 105,392 98,969 6,423 6.49%
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2. Ratio of each business to operating income

V. Operational Overview

Unit: NT$ thousands; %

Item 2020 2019
Amount Percentage (%) Amount Percentage (%)
Revenue 8,906,920 100.00 8,492,984 100.00
Loan Business 4,622,649 51.90 4,281,930 50.42
Corporate Banking 4,317,894 48.48 3,958,483 46.61
Consumer Banking 304,755 3.42 323,447 3.81
Trust Business 29,997 0.34 31,481 0.37
Foreign Exchanges Business 501,302 5.63 609,865 7.18
Wealth Management 239,542 2.69 373,497 4.40
Investment Business 3,449,115 38.72 3,056,155 35.98
Others 64,315 0.72 140,056 1.65
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(1)

2021 Business Plan

1. Deposit Business

1)

@)

®3)

(4)

Grasp the trend of digital development, drive the innovation of business models, actively create a digital
financial environment, provide more diversified and convenient financial services for citizens and
businesses, and enhance the competitiveness of the financial industry.

Design products that meet the market need according to the regional characteristics of each business unit;
also, implement outbound visits and strengthen community development. The Bank can become a major
customer-oriented bank by promoting various activities.

Actively provide a full range of services to customers, promote the digitalization of financial transactions,
increase the digital platform application and online transaction functions, and optimize digital channel
services to enhance customer loyalty and adhesion to the bank.

Continue to promote the digitalization of financial services and innovative business models; optimize
service processes and online banking APP, and provide customers with a friendly user experience.

2. Credit Business

1)

)
©)

Adjust our credit products in accordance with market changes and provide suitable financial products
according to the characteristics of different customer segments, and provide different lending solutions for
various capital needs to meet the financial needs of our customers.

Review the income of credit products, continue to develop innovative financial products in order to
increase the functions and added value of the Bank’s credit products.

Continue to focus on credit guarantee business and cooperate with SME credit granting business to
effectively improve capital efficiency and protect creditor’s rights; also, actively participate in domestic
and international syndicate loans to gradually strengthen credit breadth and enhance market visibility.

3. Foreign Exchanges Business

1)
)
©)
(4)

Continue to develop foreign currency digitalization products for Internet banking and mobile banking in
response to the epidemic and the increasing demand for digital financial services.

Continue to promote foreign exchange deposit products to attract and maintain stable foreign exchange
funds.

Promote and optimize Western Union's digital service platform "KING'S PAY" to provide more
convenient cross-border remittance services to the public.

Continue to streamline the foreign exchange operation process and various application forms for the
public in order to enhance operational efficiency and service satisfaction.

4. Wealth Management

1)
)
®3)

(4)
()

Introduce ESG-related financial products as a priority to support the concept of corporate sustainable
management.

Lower the threshold for purchasing financial products and optimize the online trading interface process to
meet the investment needs of financial novices,

Plan and implement professional training courses for specialized staff, reserve and general staff to
strengthen our financial management capabilities.

Streamline and promote paperless workflow to enhance operational efficiency.

Enhance internal audit and internal control management mechanism through monitoring technology.

5. Trust Business

)

()

)

Upholding the stance of professional finance and honest service, provide a good financial service
experience, establish a culture-centered “fair hospitality” culture, which is incorporated into our routine
education and training to ensure the rights and interests of our customers.

Integrate the Bank's internal resources with various financial products to design customized trust products
and provide a full range of high-quality services such as personal or corporate financial planning,
transaction security, asset transfer and property protection to increase the Bank's handling fee income.
Update the operating procedures, regularly promote and strengthen the inspection of the operations in
accordance with the regulations of the competent authorities; make every effort to improve the trust
service functions and develop a full range of trust business for customers' needs in line with government
policies,
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Financial operations business

(1) Strengthen asset and liability management, strictly control liquidity risks and improve the efficiency of the
Bank’s overall capital utilization.

(2) Maintain a smooth and stable capital movement business in order to cope with the development of branch
deposits business.

(3) Clearly stipulate the operating specifications and authorization scope of various securities investment and
derivative financial instrument transactions in order to strictly control various transaction risks.

(IV) Market Analysis

1.

3.

The Bank's business operation regions

The Bank has 66 domestic branches and 1 international financial business branch currently that are located in
Yunlin and Chiayi region and major metropolitan areas with 14 offices in the northern region, 4 offices in the
central region, 43 branches in the Yunlin,Chiayi and Tainan region, and 5 offices in the Kaohsiung region. All
of the offices of the Bank are full-featured branches for a diversified business operation, including wealth
management, personal finance and corporate finance, and other diversified banking businesses to provide
customers with the highest quality financial services.

Future market supply/demand and growth potentials

As the COVID-19 epidemic continues to spread, coupled with ongoing global political and economic conflicts,
these unanticipated events have not only changed business models and reshaped industry value chains, but
have also made it difficult to predict customer demand. In order to get a head start in the ever-changing future,
Al has been introduced to help the Company grasp the current situation and assist in decision making.
Compared with traditional Al, which can only provide advice on relatively simple cause-and-effect
relationships, the new generation of explanatory Al can provide multi-disciplinary analysis results for different
application contexts, and it is expected that finance, health, manufacturing and retail will be the key industries
to be introduced first.

As COVID-19 isolated the world in 2020, the world was experiencing dramatic changes in the ecological
environment and financial markets, but new investment opportunities were being created in the midst of the
crisis. The use of new technologies such as telematics driven by the impact of the epidemic is still the future
trend, especially the new technology research and development in the United States and China's technology
economy of scale, coupled with Taiwan's core technology semiconductor components. In addition, the crisis of
the epidemic has made the world pay more attention to the urgency of ESG investment, especially after the
election of Biden to the U.S. presidency, in order to implement campaign promises to combat the threat of
climate change, etc., will promote legislation requiring companies to disclose more ESG information, Taiwan
companies are similarly required to pay attention to and implement relevant issues.

Advantages and disadvantages of competitive niche and development prospects
(1) Competitive favorable factors of the Bank
A. Operating performance indicators (return on equity, non-performing loans ratio and coverage ratio)
are better than the average for domestic banks.
B. It is a small and medium-sized financial institution with profound local business foundation,
long-term loyal customers, and niche advantages.
(2) Competitive unfavorable factors of the Bank
A. The deposit and loan business is relatively small in scale; also, most of the branches are located in
the Yunlin,Chiayi and Tainan region instead of in the northern and central area of Taiwan that is not
conducive to business development.
B. Facing the pure Internet banking business model, traditional banks have become more eager to
transform themselves digitally.

Response measures

(1) Regularly evaluate branch performance and regional development in order to adjust our business locations
and increase our competitiveness.

(2) Focus on core products, integrate marketing resources, implement cross-marketing, expand business
dealings with core customers, and increase overall customer contribution.
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(3) Engage in insurance agency business to enhance the protection of customers' rights and interests and
improve operational performance.

(4) Continue to build a new generation of Personal Internet Banking, Corporate Internet Banking and Mobile
Banking in response to the needs of the digital financial era to provide customers with a more user-friendly
interface and transaction functions.

(V)  Financial Instruments Research and Business Development Overview

1. Major financial instruments and new business units, the operation scale, profit, and loss in the last two years
(1) Corporate finance:

A. Support the government’s economic revitalization policy and strengthen corporate loans. For small
and medium-sized enterprises with insufficient guarantee capabilities, they will be transferred to the
SME Credit Guarantee Fund of Taiwan (Taiwan SMEG) for loans.As of the end of 2020, the balance
of loans to SMEs was NT$113,303,964 thousand.

B. Corporate Finance provides professional and diversified financial instruments and services for
various types of SME customers, such as transportation industry, construction industry, tourism
industry, civil engineering financing, etc. We understand the actual operating conditions of
customers and carry out customized financial and financing structure planning to clarify the source
of repayment and reduce overall credit risk.

C. Actively promote supply chain financing business and regional core industry credit business to
enhance product competitiveness.

(2) Consumer finance:

A. Actively promote our home mortgage loan business, such as preferential home mortgage loan,
wealth management home loan, with an overall mortgage balance of $19,349,938 thousand as of the
end of 2020.

B. The home mortgage loan business is aimed at a stable development, providing customers with
product requirements at different stages, developing local customers in-depth, strengthening
customer relationship maintenance and service quality, etc., which is conducive to the long-term and
stable development of the home mortgage loan business.

(3) Trust business:

Overview of the trust business for the year of 2020: as of the end of December 2020, the balance of specific
money trust (fund business) asset was NT$8,791,795 thousand, and the balance of other trust (including real
estate trust and other money trust businesses) asset was NT$23,617,322 thousand. The total trust assets were
NT$32,409,117 thousand, and the total trust fee income was NT$94,588 thousand.

(4) Wealth management business:

Major financial instruments and new business segments and their size/gains and losses in the last two

years

A. Continue to increase the number of protection insurance products and strengthen the control of
personal risks to meet customer needs.

B. Continue to track changes in the market, deliver investment information and allocation
recommendations in real-time, and remove products with poor performance or low inventory to
focus on the return on investment of our customers' total assets.

C. The wealth management service fee income in 2020 was NT$255,243 thousand.

2. Research and development expenses and results incurred over the last two years, and future research and
development plans
(1) Research and development expenses
Unit: in NT$ thousand

Year 2020 2019

Amount 101,513 58,122

(2) Research and development results
A. Completed digital deposit account project
B. Completed internal staff assessment automation project
C. Completed message notification platform integration project
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. Completed mobile payment project

Completed KING's Pay Western Union Fast Remittance Project
. Completed the EACH project

. Completed the HSM integration project

Completed the card-free withdrawal project

Completed customer risk rating projects

Established marketing platform

. Completed lending entry system project
Completed the bilingual personal Internet banking project
(3) Future research and development plans and estimated research cost

ZIrxX=e "I Ommo

Completed new mobile network and mobile banking overseas debt project

V. Operational Overview

Completed log management system to purchase additional LOG&SIEM license

Project in the most recent year Further R&D expense (NT$ thousand) Projected date for completion
Transfer with bank phone number 0 January 2021
Computer room reconstruction project 0 March 2021
Core system upgrade project 0 March 2021
Temporary account opening optimization project 6,000 March 2021
English official website 0 April 2021
JKO pay 500 April 2021
Privileged account management 0 June 2021
KTB Guardian integrated into mobile banking 0 July 2021
OPEN API project 500 September 2021
Credit granting process automation project 0 October 2021
Calling system 7,000 December 2021
Ne\{v Ttaiwan Dollar and foreign currency core system integration 8.000 December 2022
projec '
Database auditing system upgrade 10,000 June 2022
Legal compliance integration platform project 0 December 2022

Note:  The estimated completion time is based on the original planning and design, and will be adjusted depending on business process changes or

other project schedules.
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(V1) Long-term and short-term business development plans

1. Short-term business development plan

1)

@)

Grasp the trend of digitalization, drive the innovation of business models, provide more diversified and
convenient financial services to the public and enterprises, and enhance the competitiveness of the
financial industry.

Actively provide a full range of services to our customers, promote digital financial transactions, and use
digital technology to develop new channels and digitalize branch services to enhance loyalty and adhesion
to the Bank..

Long-term business development plan

1)
)
3)
(4)
Q)

Focus on niche financial instruments and promote businesses that focus on service fee income in response
to changes in the financial environment and business needs.

Continuously streamline operations, reduce operational risks, improve operational service efficiency, and
provide customers with quality financial services.

Review the economic development of each region and the performance of our branches, and propose
branch relocation plans in a timely manner to enhance our competitiveness.

Strengthen the leadership and management skills of supervisors at all levels and accelerate the cultivation
of reserve staff in order to strengthen the foundation of sustainable management of the Bank.

Fulfill our corporate social responsibility, promote employee welfare and cultivate local communities.

Il.  The information of employees within the past two years and up to the printing date of the annual report

()] Information on Employees

As of
Year 2019 2020 February
28, 2021
No. of Managerial positions 270 277 290
empl(.Jyees Employees 678 676 663
Total 948 953 953
Average age 39.5 39.9 39.3
Average year of services 12.1 12.4 12.8
Academic | Master degree and above 9% 9.8% 9%
distribution | Bachelor's degree 83% 81.9% 83%
ratio Below senior high school 8% 8.4% 8%
Qualification exams for Securities Specialists 141 137 149
Qualification exams for Senior Securities Specialists 91 88 89
Qualification exams for Securities Investment Analysts 8 8 8
Qualification exams for Futures Trading Analysts 66 69 62
Qualification exams for Investment Trust and Consulting Professionals 62 62 63
Proficiency Test for Trust Operations Personnel 708 683 700
Proficiency Test for Financial Planning Personnel 193 186 177
Proficiency Test for Bank Internal Control and Audit 648 640 656
Basic Proficiency Test for International Banking Personnel 104 101 102
Basic Proficiency Test for Bank Lending Personnel 207 206 206
Advanced Proficiency Test for Bank Lending Personnel 10 8 8
Qualification exams for Personal insurance agent 6 7 6
Qualification exams for Property insurance agent 5 5 5
Qualification exams for Personal insurance broker 3 3 3
Professional | Qualification exams for Property insurance broker 4 4 4
certificate Qualification exams for Personal insurance representative 823 806 819
held by Qualification exams for Property insurance representative 780 765 783
employees | Qualification exams for Investment-orientated insurance product representative 505 514 509
Qualification exams for Foreign Currency Payment and Non-Investment Commodity Test 490 499 511
Certified Financial Specialist for Small and Medium Enterprises 26 27 26
Qualifications of structured product sales personnel 162 155 143
Professional Exam for Anti-Money Laundering and Countering Terrorism Financing 285 285 305
Specialist
Basic Competency Test for Risk Management 6 4 10
Basic Test on the FinTech Knowledge 19 23 27
Basic Competency Test for Corporate Governance - 6 8
Chartered Financial Analyst (CFA) 2 1 3
Financial Risk Management Analyst (FRM) - 1 1
Certified Anti-Money Laundering Specialist 1 1 1
Lawyer 1 2 2
International Certified Internal Auditor 1 1 1
Certified Information Systems Auditor 1 1 1
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specified by the competent authorities as follows:
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The Bank's personnel related to the transparency of financial information have obtained the relevant licenses

Relevant department

Relevant certifications specified by the competent authority

No. of person obtained

Bank Internal Controller and Internal Auditor Test (Taiwan Academy of Banking and

; 13
. Finance)
Auditing Department CIA International Internal Auditor 1
Certified Information Systems Auditor 1
Bank Internal Controller and Internal Auditor Test (Taiwan Academy of Banking and 10
Finance)
Administration Management | SME Financial Staff Test (Ministry of Economic Affairs, Taiwan Academy of Banking 1
Department and Finance)
Enterprise Internal Controller Competency Test (Securities and Futures Institute) 1
Basic Competency Test for Corporate Governance 5
Bank Internal Controller and Internal Auditor Test (Taiwan Academy of Banking and
Treasury Department Finance) 9
Risk Management E;:}r;l;clg)ternal Controller and Internal Auditor Test (Taiwan Academy of Banking and 13
Department Enterprise Internal Controller Competency Test (Securities and Futures Institute)
Bank Internal Controller and Internal Auditor Test (Taiwan Academy of Banking and 9
Compliance Department Flnqnce) - - - - -
Anti-Money Laundering and Counter-Terrorism Financing personnel test (Taiwan 7

Academy of Banking and Finance)

)

Employee education and training

In response to changes in the financial environment and to maintain corporate competitiveness, the Bank has strengthened
the development of its human resources and promoted the concept of lifelong learning, encouraged employees to pursue
growth through learning and stimulated their personal potential, and continued to commit resources training courses. The
goal is to use training activities to improve knowledge and skills required for jobs, improve efficiency and service quality
and facilitate personal career development of employees. Our results for 2020 education and training courses are as

follows:

Courses Number of classes Tota:)grl;?nk;er o Total hours Total cost (NT$)

Profession training 928 102,590 27,688

Training for new recruits 3 47 1,880
Regulations 9 398 3,774

Information security education training 3 2,750 2,741 3795051
Communication skills development training 2 120 1,280 T

Labor safety training 2 14 282
Self-defense firefighting team training 2 70 140

Total 949 105,898 37,785
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(IV) Managers participating in continuing education and training related to corporate governance:
In 2020, 11 managers participated in a total of 66 hours of classes in corporate governance.
Title Name el Organizer Course name Uil
date g hours
Jih-Chen Securities and "Anti-money Laundering and Counter-Terrorism
President 9 2020.10.26 - Financing" and "The Latest Fintech and 6
Chang Futures Institute : . "
Information Security Issues
Securities and "Anti-money Laundering and Counter-Terrorism
Chief Auditor Ching-Chu, Pai 2020.10.26 - Financing" and "The Latest Fintech and 6
Futures Institute : - "
Information Security Issues
Administration Securities and "Anti-money Laundering and Counter-Terrorism
Management Chien-Ko, Yang | 2020.10.26 - Financing" and "The Latest Fintech and 6
Futures Institute : - "
Department Information Security Issues
Compliance Securities and "Anti-money Laundering and Counter-Terrorism
P Chih-Cheng, Yu | 2020.10.26 - Financing" and "The Latest Fintech and 6
Department Futures Institute : . "
Information Security Issues
Investment Service Securities and "Anti-money Laundering and Counter-Terrorism
Qi-Wei, You 2020.10.26 - Financing" and "The Latest Fintech and 6
Department Futures Institute : - "
Information Security Issues
Auditing Securities and "Anti-money Laundering and Counter-Terrorism
Department Yu-Che, Cheng 2020.10.26 Futures Institute Flnancm_g and T_he Latest"Fmtech and 6
Information Security Issues
- "Anti-money Laundering and Counter-Terrorism
Treasury Hui-Chen, Yu | 2020.10.26 | Securitiesand Financing" and "The Latest Fintech and 6
Department Futures Institute : - "
Information Security Issues
P . "Anti-money Laundering and Counter-Terrorism
Rende Branch Chiung C_hlang, 2020.10.26 Securities ar_1d Financing" and "The Latest Fintech and 6
Tsai Futures Institute : - "
Information Security Issues
Securities and "Anti-money Laundering and Counter-Terrorism
Liujia Branch Chun-Mi, Wu 2020.10.26 - Financing" and "The Latest Fintech and 6
Futures Institute : - "
Information Security Issues
Securities and "Anti-money Laundering and Counter-Terrorism
Lunbei Branch Mei-Ling, Lin 2020.10.26 - Financing" and "The Latest Fintech and 6
Futures Institute : - "
Information Security Issues
Securities and "Anti-money Laundering and Counter-Terrorism
Guanmiao Branch Chien-Jung, Lin | 2020.10.26 Financing" and "The Latest Fintech and 6

Futures Institute

Information Security Issues"

V)

1. The Bank has security systems and security personnel at its business premises to maintain the safety of the

workplace and its employees.

2. Establish occupational safety and health rules and hold occupational safety and health training for employees
every year to achieve the goal of zero workplace accidents and ensure the safety and health of all employees.

Hold firefighting drills twice a year to raise employees' awareness of firefighting and evacuation procedures.
Hold CPR and emergency training courses every year to improve employees' knowledge and skills on first aid.
In 2020, there were two sessions of labor safety and firefighting team training. A total of 74 people attended a

total of 140 hours of training.
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I11.  Corporate social responsibilities and ethical conduct

The goal of "becoming a better company" is the goal that King's Town Bank strives to achieve. A successful company
does not only pursue the growth of profits, but in the process, through the influence of the Company, allows the
effective distribution of resources, the stability of society, and the vitality of the environment. In addition to the
Corporate Governance and Nomination Committee, which is the supervisory unit for CSR, King's Town Bank has also
established the Sustainability Working Group, with the Vice-Chairman as the convener, to plan, execute, promote and
review the implementation of corporate responsibility. King's Town Bank's implementation of corporate social
responsibility is reflected in five aspects:

0] Strengthen corporate governance, implement compliance with laws and regulations, and emphasize risk control.
(I Protect customers' rights and interests, develop digital finance and enhance customer experience.

(111 Cultivate local talents, constructing a happy workplace, and affirm gender equality.

(IV)  Serve the community, bridge the gap between urban and rural areas, and support arts and cultural activities.

(V) Promote sustainable finance, create a green environment, and mitigate climate change.

| Corporate Governance Structure

| Shareholders’ Meeting |

Corporate Governance and Nomination Committee Sustainability Working Group

[

Board of Directors Audit Committee Vice Chairman (Convener)

[

Employee Care, Environmental
Sustainability, Customer Service,

Compensation Committee

Management Team Responsible Corporate Governance,
Social Engagement
King's Town Bank Summary of 2020 Corporate Social Responsibility Initiatives
1. In 2020, we launched a number of digital financial products and services, such as "Goyee Digital Deposit Account”, "KING's Pay", ATM
card-free withdrawal service, new "Taiwan PAY" payment function for mobile banking, and new mobile banking account notification
function.
2. In 2020, the number of personal Internet banking and mobile banking users will grow by 24.4% and the number of transactions will reach

1,017,000, up 28.68% from 2019. Over 70% of King's Town Bank's branches are located in Southern Taiwan, so when developing digital
finance, we can best understand the difficulties of middle and old age people in using digital products. King's Town Bank continues to educate
customers on the operation of digital products through Digital Angels, so every customer can enjoy convenient and safe digital financial
services. The November 2020 Customer Satisfaction Survey shows that 90.52% of our customers are satisfied with the digital services
provided by King's Town Bank, including 91.73% of customers aged 60 or older who are satisfied with King's Town Bank's digital services.

3. King's Town Bank values the customer experience and takes every feedback from our customers seriously, for which we continue to optimize
our products and services. Atotal of 2,406 valid questionnaires were collected in the customer satisfaction survey conducted in November
2020, and the survey result was 90.34%. A total of 53 complaints were received in 2020, all of which were completed with an average
processing time of 2.27 days.

[Environmental protectior]

1. Completed the ISO50001 energy management system revision and verification operation in September 2020.

2. Participated in the "2020 Annual Tainan Environmental Education Management and Promotion Plan" of the Environmental Protection Bureau
of Tainan City Government, and made green purchases for a total of NT$21,432,899.

The Bank used 4,510,454 kWh of electricity in 2020, which was 12.05% lower than that of 2017.

The Bank used 17,910 cubic meters of water in 2020, which was 18.38% less than in 2017.

Greenhouse gas emissions of 2,325 (metric tons of CO2e/year) in 2020 already represent an 18.8% reduction in emissions from 2017.

Since 2012, we have installed solar energy installations at the head office and are planning to build solar energy branches. At the end of 2010,
King's Town Bank generated 42,805 kWh of green electricity, which is equivalent to a reduction of 21.79 tons of carbon emissions.

S

73




V. Operational Overview

King's Town Bank Summary of 2020 Corporate Social Responsibility Initiatives

[Social welfare and community participation|

1.

2.

3.

In 2020, the Bank organized and participated in 302 community care activities with 2,268 volunteers, 7,236 volunteer hours, and 20,182
beneficiaries.

In 2020, the Bank successfully stopped 126 frauds with a value of approximately NT$10 million, and the Bank's meritorious officers have
been repeatedly awarded by local police units.

King's Town Bank has brought together the best staff from all departments to be the lecturers of high school financial education, so students
can have a better understanding of financial knowledge. A total of 8 seminars were held in 2020, benefiting 114 students.

Participated in the "Flagship Youth Employment Project” of the Labour Force Development Department, our senior staff members served as
workplace training instructors to provide a "learning-by-doing" pathway for newcomers, helping them to gain practical and useful professional
skills for their future career development.

Sponsored the Tainan Arts Festival, the Angel Heart Family Foundation, the Teach for Taiwan Foundation, the Twilight Elite Development
Association, and supported the farmers by purchasing Guanmiao pineapple gift boxes, as well as participated in various local community
activities.

Number of full-time employees other than supervisors, full-time employee average salary and means

2019 2020 Growth rate

Number of full time employees (person)

818

824

0.73%

Full-time employee average salary (Thousands)

756

791

4.63%

Full-time employee salary means (Thousands)

695

723

4.03%

V.
(1

(1

(1)

Information equipment

Configuration and maintenance of major information systems

1. Host
(1) Core system host hardware: use IBM i Series P9 model 9009-41A host.
(2) Core system host software: use IBM 0S/400, DB2/400.
(3) Foreign exchange host hardware: use IBM i Series P5 9406-520 host.
(4) Foreign exchange host software: use IBM 0S/400, DB2/400.

2. Open system Microsoft platform part
(1) Hardware:

- Open system servers: Use IBM, Lenovo or HP servers.

- Disk drives: Use HP, IBM and Lenovo disk drives.
(2) Software:

- Operating systems: Windows Server, Red Hat Enterprise Linux.

- Database: Mainly MSSQL DB.

Future development and purchase plan

1. Host: Foreign exchange host upgrade.

2. Network
(1) Expand the capacity of the information center network equipment and replace the firewall of the main
gateway at the branch side.
(2) Application Firewall (WAF) retirement upgrade.
(3) Endpoint Protection System MDR upgrade build.
(4) Endpoint management system enhancement.
(5) Strengthen the information security monitoring system.

Emergency backup and security protection measures

1. Emergency backup measures

(1) Host: use IBM POWER HA off-site redundancy solution to synchronize the local data to the DR
redundancy center to ensure the DR data synchronization.

(2) Open system platform: important servers use Storage Area Network (SAN) technology for data
redundancy offsite to ensure DR data synchronization.

(3) Network: Build the important routers and switches in HA mode in terms of network system redundancy to
ensure the quality of network connection. Use fiber optic MPLS line with 4G redundancy for business unit
line.
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2. Safety protection measures

(1) In addition to implementing general security measures in the server room, strengthening fire safety
facilities, environmental monitoring, and early warning functions, the Bank has strengthened its
information security measures by using firewalls, anti-virus systems, intrusion detection, and other
information security equipment from major international manufacturers, and by layering security
measures in the external service system according to the service area of influence. We continue to build a
safe and efficient internal operational management and external collaborative trading environment to
enhance our core competencies.

(2) Network traffic contract with ISP to adopt information security fleet solution, and activate traffic cleaning
service for website malicious attack protection when necessary.

(3) Cooperate with the automatic information security monitoring system mechanism to achieve effective
monitoring and timely protection and maintain the security of the network and system environment.
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VL.
(1

(1

(1)

(V)

Labor-management relations

Employee benefits

1.

Company's welfare measures

(1) Welfare: Employee deposit and loan privileges, group insurance, sports, recreational activities, etc.

(2) Inaddition to the establishment of Employee Benefits Committee by the Bank for handling related welfare
matters, employees of the Bank may also apply for subsidies for marriage, childbirth, funeral, etc. in
accordance with the regulations.

Employee Benefits Committee

We have established Employee Benefits Committee. We deduct 0.5% from employees' salary and allocate
0.1% of our operating income to pool for the employee welfare funds. The Committee is responsible for
handling matters related to employee benefits, such as:

(1) Subsidies for marriage, childbirth, funeral, illness or injury.

(2) Bonus for Spring Festival, Dragon Boat Festival and Mid-Autumn Festival.

(3) Club subsidies for activity clubs.

Employee benefit savings trust program

Our employees have formed the King's Town Bank Employee Stock Ownership Committee which withdraws
a certain amount from members' salary to deposit into a trust to acquire and manage the Company's stocks on
a long-term basis. The Company also allocates funds as bonuses to reinforce team cohesion, help members to
accumulate wealth, and ensure their welfare after retirement or resignation.

Retirement system

1.

The Bank had instituted Regulations for Employee Retirement in accordance to Labor Standards Act and Labor
Pension Act to handle employees' retirement matters. Employees who met any of the following criteria below
may apply for voluntary retirement:

» Having served in the Bank for more than 15 years, and reached the age of 55 years old.

» Having served in the Bank for more than 25 years.

+ Having served in the Bank for more than 10 years. and reached the age of 60 years old.

The Regulations for Employee Retirement instituted in accordance to Labor Standards Act is a defined benefit
plan. Since 2012, 15% of the total salary has been allocated to the pension fund on a monthly basis and
deposited in the Bank of Taiwan in the name of Supervisory Committee of Labor Retirement Reserve. When an
employee retires, pension is calculated according to the base number of years of service and the average
monthly salary of the half year before retirement.

The Regulations for Employee Retirement is a defined contribution plan instituted in accordance to Labor
Pension Act, where 6% of employees’ salary is allocated to labor pension every month. In 2020 and 2019, the
amount of expenses recognized for defined contribution plan was NT$31,667,000 and NT$31,157,000
respectively.

Employer-employee agreements and measures taken to safeguard employee interests

1.

Employer-employee meetings: We hold employer-employee meetings on a quarterly basis in accordance with
Article 83 of the Labor Standards Act and the Regulations for Implementing Labor-Management Meeting to
facilitate harmony in the employer-employee relationship.

In order to clearly define the rights and obligations of both employees and employer, so that both parties can
work together to create business sustainability, we have established the Work Rules in accordance with Article
70 of the Labor Standards Act with which both parties shall comply.

The results of labor condition inspections conducted in 2020 have not shown violation of the Labor Standards
Act, the Act of Gender Equality in Employment, and others, showing that we have fulfilled the maintenance of
employees' rights and interests.

Losses due to labor disputes in the most recent year and as of the end of February 2021, and the estimates expected
currently and for the future to be disclosed and their corresponding measures: None
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MR Counterparty Term of contract Major contents Limitations
contract

Contract of Lead_er International Asset Management 2020.10.27-2021.10 26 None
mandate Service Co., Ltd.

Cﬁ::f:ggtte"f Jungshin Asset Management Co., Ltd. 2020.10.27-2021.10.26 None

Contract of Outsourced collections for overdue accounts

Asia Credit Management Co., Ltd. 2020.10.27-2021.10.26 None

mandate

contract of |y iveq Credit Services 2020.10.27-2021.10.26 None
mandate

VIII. Types and the related information regarding securitization products approved under the financial asset
securitization act and the clauses of the real estate securitization act in recent years

Name of beneficiary securities fund

Type

Date of being publicly listed (on OTC)

Total issued

Millerful No. 1 REIT

Real estate investment trust (REIT) 2018.12.05

10.5817 billion
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VI. Financial Overview

Chapter 6:
l.

Financial Overview

Condensed balance sheets and income statements for the past five years

0] Condensed consolidated balance sheets
Unit: NT$ thousand
Year Financial information for the past five years
Item 2016 2017 2018 2019 2020
Cash and cash equivalents, due from the 39,288,550 18,978,280 18,187,099 14,711,349 16,524,929
Central Bank and call loans to other banks
;’(‘;’"ﬂ;‘:' assets at fair value through profit 5,585,356 21,606,855 31,786,797 34,979,793 45,032,063
Financial as_sets_at fair value through other B B 53,487,356 50,891,550 48819322
comprehensive income
Investma_ents in debt instruments measured ) ) 17,597,996 17,698,135 18,897,382
at amortized costs
Bonds and securities purchased under 3,106,295 2,565,772 624,167 150,022 200,248
agreements to resell
Receivables - net 1,470,477 2,669,418 3,642,416 4,907,384 5,933,698
Discounts and advances - net 124,251,450 142,947,865 152,229,752 155,350,678 184,901,230
Auvailable-for-sale financial assets 63,973,405 59,078,492 - - -
Held-to-maturity financial assets - 17,600,000 - - -
Other financial assets - net 3,052,381 2,309,637 4,705 4,396 363
Real estate and equipment - net 2,461,730 2,393,890 2,388,923 2,713,818 3,376,707
Right-of-use assets - - - 215,683 217,504
Investment property - net - - - - 115,036
Deferred tax assets 235,828 275,018 266,927 145,188 185,987
Other assets - net 658,481 751,034 878,581 974,912 1,253,470
Total asset value 244,083,962 271,176,261 281,094,719 282,742,908 325,457,939
Central Bank and inter-bank deposits 10,381,448 22,269,428 19,937,251 14,533,849 21,117,468
Foans from the Central Bank and other 7,811,960 5,315,680 3,438,640 4,395,830 4,597,650
Flna_nC|aI liabilities at fair value through 34,946 127,902 25784 6,002 13,062
profit and loss
Securities sold under Repurchase
Agreements 15,553,347 21,359,805 29,316,496 28,218,020 21,990,934
Payables 2,260,933 2,431,811 2,311,881 1,252,826 1,601,260
Current tax liabilities 577,283 564,198 404,846 78,459 573,272
Deposits and remittances 173,752,830 180,388,401 188,432,924 191,798,662 226,932,674
Other financial liabilities 70,000 900,000 1,230,000 500,000 890,000
Liability reserve 491,765 473,759 420,427 383,414 394,957
Lease liability - - - 217,256 219,898
Deferred tax liabilities 55,482 50,135 59,890 135,832 299,314
Other liabilities 293,472 334,262 332,519 291,249 244,360
Total liabilities Before _disFribgtion 211,283,466 234,215,381 245,910,658 241,811,399 278,874,849
After distribution 213,002,818 235,936,103 247,622,510 243,488,750 Note 2
Profit and/or loss attributable to the owners 32,800,496 36,960,880 35,184,061 40,931,509 46,581,457
of parent company
Equity Before _disFribgtion 11,512,343 11,512,343 11,512,343 11,312,343 11,212,343
After distribution 11,512,343 11,512,343 11,512,343 11,312,343 Note 2
Capital reserve 62,323 62,323 99,585 56,095 55,622
Retained eamings Before _disFribgtion 19,593,229 23,478,293 24,355,709 25,553,798 29,159,013
After distribution 17,873,877 21,757,571 22,643,857 23,876,447 Note 2
Other equity 1,762,241 2,037,561 -468,711 4,107,695 6,252,901
Treasury Stock -129,640 -129,640 -314,865 -98,422 -98,422
Non-controlling interest - - - - 1,633
Total equity Before _disFribgtion 32,800,496 36,960,880 35,184,061 40,931,509 46,583,090
After distribution 31,081,144 35,240,158 33,472,209 39,254,158 Note 2

Note 1: Financial information from 2016 to 2020 has been verified by CPAs.
Note 2: The dividend payment for 2020 has not been approved by the shareholders' general meeting.
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(1) Condensed individual balance sheet
Unit: NT$ thousand

Year Financial information for the past five years
Item 2016 2017 2018 2019 2020
Cash and cash equivalents, due from the 38,829,461 18,938,467 18,163,828 14,667,749 16,362,037
Central Bank and call loans to other banks
Eﬁ".ﬁ?i'a' assets at fair value through profit 5,585,356 21,606,855 31,459,508 34,733,596 44,721,848
Financial assets at fair value through other ) ) 53.412.766 50,810,145 48,717,089
comprehensive income
Investma_ents in debt instruments measured ) ) 17,597,996 17,698,135 18,897,382
at amortized costs
Bonds and securities purchased under 3,106,295 2,565,772 624,167 150,022 200,248
agreements to resell
Receivables - net 1,073,268 950,065 1,028,136 1,270,450 891,330
Discounts and advances - net 124,251,450 142,947,865 152,229,752 155,350,678 184,901,230
Available-for-sale financial assets 63,791,755 58,723,646 - - -
Held-to-maturity financial assets - 17,600,000 - - -
Investments accounted for using equity 997,671 1,066,561 988,643 699,890 1,167,990
method - net
Other financial assets - net 2,952,381 2,189,637 4,705 4,396 363
Real estate and equipment - net 2,461,369 2,392,392 2,387,498 2,706,831 3,373,133
Right-of-use assets - - - 215,683 217,504
Deferred tax assets 235,828 267,833 265,736 142,041 180,966
Other assets - net 653,899 745,778 870,298 956,932 1,204,398
Total asset value 243,938,733 269,994,871 279,033,033 279,406,548 320,835,518
Central Bank and inter-bank deposits 10,381,448 22,269,428 19,937,251 14,533,849 21,117,468
Foans from the Central Bank and other 7,746,960 4,775,680 2,458,640 1,655,830 907,650
Financial liabilities at fair value through
profit and loss 34,946 127,902 25,784 6,002 13,062
Securities sold under Repurchase
Agreements 15,553,347 21,359,805 29,316,496 28,218,020 21,990,934
Payables 2,242,415 2,419,466 2,299,446 1,223,956 1,432,333
Current tax liabilities 527,028 544,736 366,893 71,953 566,736
Deposits and remittances 173,827,862 180,719,981 188,677,300 191,812,314 227,147,197
Other financial liabilities - - - - -
Liability reserve 491,765 473,759 420,427 383,414 394,957
Lease liability - - - 217,256 219,898
Deferred tax liabilities 55,482 50,135 59,890 135,832 299,314
Other liabilities 276,984 293,099 286,845 216,613 164,512
Total liabilities Before _dis?ribl_Jtion 211,138,237 233,033,991 243,848,972 238,475,039 274,254,061
After distribution 212,857,589 234,754,713 245,560,824 240,152,390 Note 2
Profit and/or loss attributable to the owners 32,800,496 36,960,880 35,184,061 40,931,509 46,581,457
of parent company
Equity Before .disFribqtion 11,512,343 11,512,343 11,512,343 11,312,343 11,212,343
After distribution 11,512,343 11,512,343 11,512,343 11,312,343 Note 2
Capital reserve 62,323 62,323 99,585 56,095 55,622
Retained earnings Before _dis?ribl_Jtion 19,593,229 23,478,293 24,355,709 25,553,798 29,159,013
After distribution 17,873,877 21,757,571 22,643,857 23,876,447 Note 2
Other equity 1,762,241 2,037,561 -468,711 4,107,695 6,252,901
Treasury Stock -129,640 -129,640 -314,865 -98,422 -98,422
Non-controlling interest - - - - -
Total equity Before _dis?ribl_Jtion 32,800,496 36,960,880 35,184,061 40,931,509 46,581,457
After distribution 31,081,144 35,240,158 33,472,209 39,254,158 Note 2

Note 1: Financial information from 2016 to 2020 has been verified by CPAs.
Note 2: The dividend payment for 2020 has not been approved by the shareholders' general meeting.
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(1) Condensed consolidated income statement

Unit: NT$ thousand

Year Financial information for the past five years
Item 2016 2017 2018 2019 2020
Interest Revenue 6,227,659 6,232,248 6,872,966 6,833,454 6,513,084
Less: Interest expense -1,324,638 -1,431,778 -1,855,473 -2,078,065 -1,267,131
Net interest income 4,903,021 4,800,470 5,017,493 4,755,389 5,245,953
Net Revenue Other than Interest 2,621,738 4,204,975 1,983,321 3,737,595 3,660,967
Net revenue 7,524,759 9,005,445 7,000,814 8,492,984 8,906,920
Bad debt expenses, commitment and 111,058 670,584 41,643,112 2,655,404 744,664
guarantee liability provisions
Operating expenses -1,833,880 -1,874,278 -1,784,391 -1,933,699 -1,899,734
Net income before tax from 5,579,821 6,460,583 3,573,311 3,903,881 6,262,522
continuing operating units
Income tax (expense) profit -798,363 -850,049 -695,510 -504,194 -771,551
Net income from continuing 4,781,458 5,610,534 2,877,801 3,399,687 5,490,971
operations
Profit or loss from discontinued ) ) ) ) )
operations
'I;'eerti(f’(;om (net loss) for the current 4,781,458 5,610,534 2,877,801 3,399,687 5,490,971
Other comprehensive income
(after tax) for the current period 423,634 269,202 -3,303,535 4,469,693 2,113,257
Total comprehensive income 5,205,092 5,879,736 -425,734 7,869,380 7,604,228
(after tax) for the current period
Net profit attributable to the owners 4,781,458 5,610,534 2,877,801 3,399,687 5,490,966
of parent company
Net profit attributable to ) ) ) ) 5
non-controlling interest
Total comprehensive income
attributable to parent company 5,205,092 5,879,736 -425,734 7,869,380 7,604,223
Comprehensive income attributable ) ) ) ) 5
to non-controlling equity
Earnings per share 4.17 4.89 2.51 2.99 4.90

Note:  Financial information from 2016 to 2020 has been verified by CPAs.

(IV) Condensed individual income statement

Unit: NT$ thousand

Year Financial information for the past five years
Item 2016 2017 2018 2019 2020
Interest Revenue 6,209,013 6,162,590 6,729,884 6,649,901 6,233,702
Less: Interest expense -1,323,391 -1,423,685 -1,836,231 -2,046,344 -1,217,287
Net interest income 4,885,622 4,738,905 4,893,653 4,603,557 5,016,415
Net Revenue Other than Interest 2,468,993 4,139,696 1,945,302 3,676,700 3,692,430
Net revenue 7,354,615 8,878,601 6,838,955 8,280,257 8,708,845
Bad debt expenses, commitment and 59,645 639,497 1,606,593 -2,553,305 -636,327
guarantee liability provisions
Operating expenses -1,797,290 -1,838,849 -1,727,785 -1,881,401 -1,841,317
Net income before tax from 5,497,680 6,400,255 3,504,577 3,845,551 6,231,201
continuing operating units
Income tax (expense) profit -716,222 -789,721 -626,776 -445,864 -740,235
Net income from continuing 4,781,458 5,610,534 2,877,801 3,399,687 5,490,966
operations
Profit or loss from discontinued ) ) B ) }
operations
;‘:rtig(;"f't after tax for the current 4,781,458 5,610,534 2,877,801 3,399,687 5,490,966
Other comprehensive income
(affter tax) for the current period 423,634 269,202 -3,303,535 4,469,693 2,113,257
Total comprehensive income 5,205,092 5,879,736 425,734 7,869,380 7,604,223
(after tax) for the current period
Earnings per share 4.17 4.89 251 2.99 4.90

Note:  Financial information from 2016 to 2020 has been verified by CPAs.
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(V) Name of CPAs and audit opinions
o Year 2016 2017 2018 2019 2020
CPAS Hu, Tzu-Jen; Chang, Hu, Tzu-Jen; Chang, Hu, Tzu-Jen; Chang, Huang, Shih-Chieh; Huang, Shih-Chieh;
Cheng-Tao Cheng-Tao Cheng-Tao Chang, Cheng-Tao Chang, Cheng-Tao
Unqualified opinion Unqualified opinion Unqualified opinion
Audit opinion Ungqualified opinion Ungqualified opinion (emphasis on items or | (emphasis on items or (other matters)
other matters) other matters)

Il.  Financial analysis and capital adequacy for the past five years

(1

Financial Analysis - Consolidated

Unit: NT$ thousand

Year Financial analysis for the past five years
Descriptions 2016 2017 2018 2019 2020
Loan-to-deposit ratio (%) 72.67 80.49 82.04 82.18 82.78
Non-performing loans ratio (%) 0.02 0.02 0.02 0.01 0.01
Interest expense to average deposits 0.77 081 1.02 111 062
. balances ratio (%)
Operqtlng Interest income to average credit loan
ability b L 4.88 4.62 4.44 4.46 3.86
alances ratio (%)
Total asset turnover (times) 0.031 0.033 0.025 0.03 0.03
Average operation revenue per employee 7,871 9,351 7,129 8,501 8,819
Average profit per employee 5,002 5,826 2,931 3,403 5,437
Return on Tier | Capital (%) 19.45 19.84 10.46 11.24 16.16
Return on assets (%) 1.99 2.18 1.04 1.21 1.81
Profitability |Return on equity (%) 15.61 16.08 7.98 8.93 12.55
Net profit rate (%) 63.54 62.3 4111 40.03 61.65
Earnings per share (NT$) 4.17 4.89 2.51 2.99 4.9
. . Liabilities to total assets ratio 86.51 86.32 87.45 85.48 85.63
Financial Ratio of real estate and equipment to
structure equity 7.51 6.48 6.79 6.63 7.25
Growth rate Asset growth rate (%) 2.75 11.10 3.66 0.59 15.11
Profit growth rate (%) 25.09 15.78 -44.69 9.25 60.42
Cash flow ratio -10.00 -49.75 -13.67 -3.01 22.46
Cash flow adequacy ratio 361.36 280.31 145.75 137.28 118.55
Cash flows Cash flow for operating to cash flow from
X . . -247.81 -3050.87 16159.67 377.62 1052.44
investing ratio
Liquidity reserve ratio (%) 29.29 28.46 24.34 25.26 21.97
Total credit loan balances for Stakeholders 181,243 166,103 202,990 198,132 244,286
Total credit extension balance of the stakeholder as a
percentage of total credit balance (%) 0.14 0.11 0.13 0.13 0.13
Asset market asset 0.47 0.50 0.49 0.48 0.51
Operation | Market share of net worth (%) 0.91 0.98 0.88 0.95 1.04
scale Market share of deposits (%) 0.51 0.51 0.52 0.50 0.54
Market share of loans (%) 0.50 0.55 0.56 0.54 0.61
1. The decrease in interest expense to average deposits balances ratio was due to the decrease in interest expense as a result of the
Reasons globe}l central_bank's interest rate cut in the current per_iqd. ) ) _ )
for ch 2. The increase in average profit per employee, profitability ratio and profit growth rate was mainly due to the Bank's prudent risk
or changes . - - - - - ! .
in financial management and credit p_ollcy, w_hlch m_al_ntalned a certain level of asset quality and resulted in a decrease in the charge for
ratios for doub_tful accounts and an increase in profit in the current pe_rlo_d. o o o
the past 3. The |ntcrea_sed|n asset growth rate was due to the increase in investment in financial instruments and the scale of lending in the
current period.
two years 4. The inc?ease in cash flow ratio and aash flow for operating to cash flow from investing ratio was due to the increase in net cash
inflow from operating activities as a result of the increase in deposit size during the period.
Note:  The above financial information has been verified by CPAs.
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(1) Individual financial analysis
Unit: NT$ thousand

Year Financial analysis for the past five years
Descriptions 2016 2017 2018 2019 2020
Loan-to-deposit ratio (%) 72.64 80.34 81.94 82.18 82.7
Non-performing loans ratio (%) 0.02 0.02 0.02 0.01 0.01
- :gifge(iﬁot)expense to average deposits balances 077 081 101 110 0.60
Operating Interest income to average credit loan
ability b - 4.87 4.57 4.35 4.34 3.70
alances ratio (%)
Total asset turnover (times) 0.03 0.033 0.025 0.03 0.03
Average operation revenue per employee 7,841 9,465 7,169 8,493 9,072
Average profit per employee 5,098 5,981 3,017 3,487 5,720
Return on Tier | Capital (%) 19.46 19.94 10.41 11.2 16.27
Profitabilit Return on assets (%) 1.99 2.18 1.05 1.22 1.83
Return on equity (%) 15.61 16.08 7.98 8.93 12.55
y Net profit rate (%) 65.01 63.19 42.08 41.06 63.05
Earnings per share (NT$) 4.17 4.89 2.51 2.99 4.90
Financial Liabilities to total assets ratio 86.5 86.26 87.35 85.31 85.42
structure Ratio of real estate and equipment to equity 7.50 6.47 6.79 6.61 7.24
Growth Asset growth rate (%) 2.66 10.68 3.35 0.13 14.83
rate Profit growth rate (%) 24.98 16.42 -45.24 9.73 62.04
Cash flow ratio -9.83 -48.8 -13.11 0.41 25.01
Cash flow adequacy ratio 365.88 146.78 145.75 143.04 131.17
Cash flows Cash flow for operating to cash flow from
) - p -242.69 -2929.6 15221.43 132.46 1070.03
investing ratio
Liquidity reserve ratio (%) 29.29 28.46 24.34 25.26 21.97
Total credit loan balances for Stakeholders 181,243 166,103 202,990 198,132 244,286
Total credit extension balance of the stakeholder as a
percentage of total credit balance (%) 0.14 0.11 0.13 0.13 0.13
Asset market asset 0.47 0.50 0.49 0.47 0.50
Operation | Market share of net worth (%) 0.91 0.98 0.88 0.95 1.04
scale Market share of deposits (%) 0.51 0.51 0.52 0.50 0.54
Market share of loans (%) 0.50 0.55 0.56 0.54 0.61
1. The decrease in interest expense to average deposits balances ratio was due to the decrease in interest expense as a result of the
Reasons globgl central_ bank's interest_rate cut in the current pe_ri_od. ) ] ) _
for changes 2. Theincrease in average prof_lt per e_mploye_e, p_rofltablllty ratlo and profit growtl) rate was mamly due to the Ba}nk‘s prudent risk
in financial management and credit p_ollcy, Whlch mglr}talned a certain _Ievel of asset quality and resulted in a decrease in the charge for
ratios for doub_tful accounts and an increase in profit in the current p_erl_od. o o o
the past 3. The m;:reag,e dln asset growth rate was due to the increase in investment in financial instruments and the scale of lending in the
current period.
two years 4. The incfease in cash flow ratio and aash flow for operating to cash flow from investing ratio was due to the increase in net cash
inflow from operating activities as a result of the increase in deposit size during the period.

Note:  The above financial information has been verified by CPAs.
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The calculation of the financial items in the financial analysis tables (1) and (2) above is shown as follows:

Operating ability

(1) Loan-to-deposit ratio = Total loans / Total deposits

(2) Non-performing loans ratio = Total non-performing loans / Total loans

(3) Interest expense to average deposits balances ratio = Total interest expense / Average annual deposit balance

(4) Interest income to average credit loan balances ratio = Total interest income / Average annual loan balance

(5) Total asset turnover = Net earnings / Average total assets

(6) Average operation revenue per employee = Net earnings / Total no. of employees

(7) Average profit per employee = Net earnings after tax / Total no. of employees

Profitability

(1) Return on Tier | Capital = Profit or loss before tax / Average total amount of Tier | Capital

(2) Return on assets = Profit or loss after tax / Average total assets

(3) Return on equity = Profit or loss after tax / Average net shareholders' equity

(4) Net profit rate = Profit or loss after tax / net income

(5) Earnings per share = (Income attributable to owners of parent company - Preferred shares dividends) / Weighted average number of
shares issued.

Financial structure

(1) Debt ratio = Total liabilities / Total assets.

(2) Ratio of real estate and equipment to equity = Net real estate and equipment / Net equity

Growth rate

(1) Asset growth rate = (Total assets of current year -Total assets of previous year) / Total assets of previous year

(2) Profit growth rate = (Income before tax of the current year — Income before tax of the previous year) — Income before tax of the
previous year

Cash flow

(1) Cash flow ratio = Net cash flow from operating activities / (Interbank lending and overdraft + Commercial paper payable +
Financial liabilities at fair value through profit or loss + Bills and bonds sold under repurchase agreement + Payables with maturity
within one year)

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

(3) Cash flow for operating to cash flow from investing ratio = Net cash flow from operating activities / Net cash flow from investing
activities

Liquidity reserve ratio = Central bank required current assets / Allowance for liquidity of liabilities.

Operation scale

(1) Asset market asset = Total assets / Total assets of all financial institutions available for making deposits and loans

(2) Market share of net worth = Net worth / Total net worth of all financial institutions available for making deposits and loans

(3) Market share of deposits = Total deposits / Total deposits of all financial institutions available for making deposits and loans

(4) Market share of loans = Total amount of loans / Total amount of all financial institutions available for making deposits and loans
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(I11)  Consolidated capital adequacy
Unit: NT$ thousand, %
Year Capital adequacy for the past five years
Descriptions 2016 2017 2018 2019 2020
Common stock equity 30,567,318 34,540,390 33,752,396 35,718,515 41,798,281
Total Other Tier 1 capital other than common stock
) 0 0 0 0 0
self-owned [equity
capital Tier 11 Capital 1,286,745 1,371,984 670,827 1,160,997 5,099,791
Total self-owned capital 31,863,063 35,912,374 34,423,223 36,879,512 46,898,072
Standardized approach 172,253,077 189,364,260 197,892,405 203,419,934 235,788,899
Credit risk |Internal ratings-based approach 0 0 0 0 0
Asset securitization 16,802 0 0 0 0
Basic indicator approach 12,491,079 13,659,885 13,772,518 14,518,830 15,364,635
Risk-weighted |Operational | Standard method/Alternative 0 0 0 0 0
assets risk standardized approach
Advanced measurement method 0 0 0 0 0
. | |Standardized approach 13,318,991 24,201,891 30,537,017 27,297,382 37,874,809
Market risk
Internal models approach 0 0 0 0 0
Total risk-weighted assets 198,079,949 227,226,036 242,201,940 245,236,146 289,028,343
Capital adequacy ratio 16.09% 15.80% 14.21% 15.04% 16.23%
Tier 1 capital to risk-based assets ratio 15.44% 15.20% 13.94% 14.56% 14.46%
Ratio of common equity to risk-based assets 15.44% 15.20% 13.94% 14.56% 14.46%
Leverage ratio 11.71% 11.95% 11.17% 11.81% 12.27%
Please explain the reasons for the changes in capital adequacy ratio in the past two years (can be exempted if the change is no more than 20%): The
capital adequacy ratio in the past two years is less than 20%, so analysis is not required.

Note:
(V)

Individual capital adequacy

The above financial information for the past five years has been audited and verified by CPAs.

Unit: NT$ thousand, %

Year Capital adequacy for the past five years
Descriptions 2016 2017 2018 2019 2020
Common stock equity 30,127,483 34,063,996 33,293,116 35,406,623 41,214,286
Total Other Tier 1 capital other than common stock 0 0 0 0 0
self-owned |equity
capital Tier 1l Capital 837,909 885,604 211,547 849,105 4,448,388
Total self-owned capital 30,965,392 34,949,600 33,504,663 36,255,728 45,662,674
Standardized approach 171,480,858 187,587,490 195,257,564 199,737,743 230,396,305
Credit risk |Internal ratings-based approach 0 0 0 0 0
Asset securitization 16,802 0 0 0 0
Basic indicator approach 12,384,281 13,437,529 13,510,439 14,230,138 15,006,874
Risk-weighted|Operational|Standard method/Alternative 0 0 0 0 0
assets risk standardized approach
Advanced measurement method 0 0 0 0 0
. . |Standardized approach 12,955,691 23,492,259 29,882,439 26,804,987 37,254,379
Market risk
Internal models approach 0 0 0 0 0
Total risk-weighted assets 196,837,632 224,517,278 238,650,442 240,772,868 282,657,558
Capital adequacy ratio 15.73% 15.57% 14.04% 15.06% 16.15%
Tier 1 capital to risk-based assets ratio 15.31% 15.17% 13.95% 14.71% 14.58%
Ratio of common equity to risk-based assets 15.31% 15.17% 13.95% 14.71% 14.58%
Leverage ratio 11.56% 11.85% 11.11% 11.85% 12.28%
Please explain the reasons for the changes in capital adequacy ratio in the past two years (can be exempted if the change is no more than 20%): The
capital adequacy ratio in the past two years is less than 20%, so analysis is not required.

Note: 1.

The above financial information for the past five years has been audited and verified by CPAs.

2. The regulatory capital, risk-weighted assets and exposure measurement in the capital adequacy tables (3) and (4) shown above are calculated
in accordance with the "Regulations Governing the Capital Adequacy and Capital Category of Banks" and the "Description and Tables of
Calculation for Banks' Regulatory Capital and Risk-Weighted Assets".

3. The formula for capital adequacy ratio in the capital adequacy tables (3) and (4) shown above is as follows:

(1) Total self-owned capital = Common stock equity + Tier | Capital other than common stock + Tier Il Capital.
(2) Total risk-weighed-assets = Credit risk-weighted assets + Capital charge of (operational risk + market risk) x 12.5.
(3) Capital Adequacy ratio = Total self-owned capital / Total amount risk-weighted assets.
(4) The ratio of Tier | capital to risk-weighted assets = (Common stock equity + Tier 1 capital other than common stock) / Total
risk-weighted assets
(5) Ratio of common stock equity to risk assets = Common stock equity / Total risk-weighted assets.
(6) Leverage ratio = Net Tier | capital / Total exposure
4. The leverage ratio has been disclosed since 2015.
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I11.  Audit committee review report of the 2020 financial reports
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IV. 2020 Financial reports

Please refer to Appendix | on page 101 of the annual report for the independent auditor's report, financial reports
and notes for the year 2020.

V.  Individual financial reports verified by independent auditor for 2020

Please refer to Appendix Il on page 226 of the annual report for the individual financial reports verified by
independent auditor for 2020.

VI. Financial difficulties and their impact on the financial status of the Company and its affiliates: None.
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VII. Review and ANalysis of Finacial Condition and Results and Risk Management Matter

Chapter 7:
matters

l. Financial status

Review and analysis of financial condition and results, and risk management

Unit: NT$ thousand

Year Variation
Item AU AU Amount %
Cash and cash equivalents, due from the Central Bank 14,711,349 16,524,929 1,813,580 12.33%
and call loans to other banks
Financial assets at fair value through profit and loss 34,979,793 45,032,063 10,052,270 28.74%
Financial assets at fair value through other 50,891,550 48,819,322 2,072,228 4.07%
comprehensive income
(I:r;\;fsstments in debt instruments measured at amortized 17,698,135 18,897,382 1,199.247 6.78%
'Iz(sjgﬁs and securities purchased under agreements to 150,022 200,248 50,226 33.48%
Receivables - net 4,907,384 5,933,698 1,026,314 20.91%
Discounts and advances - net 155,350,678 184,901,230 29,550,552 19.02%
Other financial assets - net 4,396 363 -4,033 -91.74%
Real estate and equipment - net 2,713,818 3,376,707 662,889 24.43%
Right-of-use assets 215,683 217,504 1,821 0.84%
Investment property - net - 115,036 115,036 -
Deferred tax assets 145,188 185,987 40,799 28.10%
Other assets - net 974,912 1,253,470 278,558 28.57%
Total asset value 282,742,908 325,457,939 42,715,031 15.11%
Central Bank and inter-bank deposits 14,533,849 21,117,468 6,583,619 45.30%
Loans from the Central Bank and other banks 4,395,830 4,597,650 201,820 4.59%
Financial liabilities at fair value through profit and loss 6,002 13,062 7,060 117.63%
Securities sold under Repurchase Agreements 28,218,020 21,990,934 -6,227,086 -22.07%
Payables 1,252,826 1,601,260 348,434 27.81%
Current tax liabilities 78,459 573,272 494,813 630.66%
Deposits and remittances 191,798,662 226,932,674 35,134,012 18.32%
Other financial liabilities 500,000 890,000 390,000 78%
Liability reserve 383,414 394,957 11,543 3.01%
Lease liability 217,256 219,898 2,642 1.22%
Deferred tax liabilities 135,832 299,314 163,482 120.36%
Other liabilities 291,249 244,360 -46,889 -16.10%
Total liabilities 241,811,399 278,874,849 37,063,450 15.33%
Equity 11,312,343 11,212,343 -100,000 -0.88%
Capital reserve 56,095 55,622 -473 0.84%
Retained earnings 25,553,798 29,159,013 3,605,215 14.11%
Other equity 4,107,695 6,252,901 2,145,206 52.22%
Treasury Stock -98,422 -98,422 - -%
Profit and/or loss attributable to the owners of parent 40,931,509 46,581,457 5,649,948 13.80%
company
Non-controlling interest - 1,633 1,633 -%
Total shareholders' equity 40,931,509 46,583,090 5,651,581 13.81%

Description of differences.

1.

2.

3.

8.

9.

The increase in financial assets at fair value through profit or loss was mainly due to the increase in investments in bonds, equities and money
market funds, and the increase in valuation gains due to the recovery in market prices of domestic financial assets.

The changes in reverse repurchase of bills and bond investments and the Central Bank and inter-bank deposits and loans are due to capital flows
of contracts that the Bank undertakes.

The increase in receivables - net was due to the increase in notes and accounts receivable as compared to the previous period due to the growth in
business volume of the subsidiary's leasing business.

The decrease in other financial assets, net was due to the decrease in the balance of temporary payments compared to the previous period.

The increase in net real estate and equipment was due to the acquisition of additional property and equipment for business purposes during the
period.

The increase in deferred income tax assets and deferred income tax liabilities was due to the increase in the calculation of the excess of allowance
for doubtful accounts and the increase in the unrecognized gain on valuation of financial assets in the current period compared with the previous
period.

The increase in other net assets was due to the increase in the amount retained in the Bank's treasury clearing account compared to the previous
period.

The increase in financial liabilities at fair value through profit or loss was due to the increase in foreign exchange translation adjustments in the
current period compared to the previous period.

The increase in accounts payable was due to the increase in the exchange of notes and investment settlements in the current period compared to
the previous period.

10. The increase in income tax liabilities was due to higher income tax expense as a result of the increase in net income for the period.
11. The increase in other equity was due to the increase in valuation benefits from the recovery in the price of overseas bonds.
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Il.  Financial performance
Unit: in NT$ thousands; %

Year Increase (Decrease)

Item A AU Amount Proportion (%)
Net interest income 4,755,389 5,245,953 490,564 10.32%
Net Revenue Other than Interest 3,737,595 3,660,967 -76,628 -2.05%
Bad_ _debt expenses, commitment and guarantee 2,655,404 744,664 41,910,740 71.96%
liability provisions

Operating expenses -1,933,699 -1,899,734 -33,965 -1.76%
ll:lneittsmcome before tax from continuing operating 3,903,881 6,262,522 2,358 641 60.42%
Net income from continuing operations 3,399,687 5,490,971 2,091,284 61.51%
Profit or loss from discontinued operations - - - -
Net profit (net loss) for the current period 3,399,687 5,490,971 2,091,284 61.51%

Analysis of variance:

Under the Bank's prudent risk management and credit policy, the quality of assets was maintained at a certain level, resulting in a decrease in the
charge for doubtful accounts and an increase in the net income before and after-tax from the continuing operating units compared to the previous
period.

I1l.  Cash flows
() Analysis on liquidity for the past two years

Item ear December 31, 2019 December 31, 2020 Variation (%)

Cash flow ratio -3.01 22.46 846.18
Cash flow adequacy ratio 137.28 118.55 -13.64
Cash flow for operating to cash 377.62 1052.44 178.70

flow from investing ratio

Analysis of variance in increase/ decrease:
The increase in cash flow ratio and cash flow adeqgacy ratio for the period was due to the increase in net cash inflow from operating activities as a
result of the increase in Central Bank and inter-bank deposits in the current year compared to the previous year.

Cash flow analysis for the next year

(1

Unit: NT$ thousand

Remedial measures for cash
C;S?hgagzgic:n?%ogp t Caixﬁg\cl\t,eﬁ, (?r?]t gggrlﬁilng Expected annual Amount of cash surplus inadequacy
the year (1) activities (2) cash flow (3) (deficit) (1) + (2) + (3) Investment Financing
Y plans plans
10,582,934 2,559,053 -1,911,661 11,230,326 - -

IV. Impact of major capital expenditures on financial operations in 2020

()] Use of of major capital expenditure and source of funds: None.

(1) Expected gains: None.

V. 2020 Re-investment policy, main reasons for profits or losses, improvement plans and investment plans for
the next year

0 Re-investment policy
In order to meet the Bank's need for long-term operation and development, we engage in investments and
assessment of potential re-investment opportunities, and effectively diversifying operational risks and improving
the overall profitability are our goals.

(I Main reasons for profits or losses of re-investment
The main source of profit in 2020 for reinvestment includes cash dividends distributed by the reinvestment
companies and feedbacks from operating performance. If there are appropriate investment opportunities or
investment in response to government policies in the future, we will conduct thorough assessment before taking
action in compliance with relevant regulations.

(1) Improvement plans
We update the operating efficiency and financial performance of our reinvestment companies on a quarterly basis,
and produce annual performance appraisal reports to understand and monitor their status.

(IV)  Investment plans for the next year

If there are appropriate investment opportunities or investment in response to government policies in the future, we
will conduct thorough assessment before taking action in compliance with relevant regulations.
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VI. Risk management

()] Organizational structure and policies of risk management

1. Organizational structure of risk management

Board of
Directors
Auditing
Department
Chairman

|

Vice Chairman
Risk Management Committee \

Risk Management
Department

President

Information Security l
Management Committee

Executive / senior
vice presidents

l

All departments at
headquarters

All branches in the Bank

(1) Risk Management Committee

()

For the purpose of upgrading the risk management mechanism, improving various risks management,

avoiding all possible adverse effects on the Group, and seeking maximized profits with limited risks, the

Risk Management Committee is established with the President acting as the Chief Commissioner, and the

department head of the Treasury Department, Digital Service and Channel Management Department,

Risk Management Department, Credit Assessment Department, Administration Management Department,

International Banking Department, Compliance Department, and the Strategy and Operations

Department and other personnel designated by the President act as the Members of the Committee. The

Chief Auditor may attend the Committee meeting, but is not entitled with voting rights. The Committee

has a meeting held once a month with the following missions to fulfill:

A. Add and amend the Bank's risk management policy.

B. Coordinate the risk management issues of the Banky, such as credit risk, market risk, and operational
risk.

C. Review the ratio of the Bank's self-owned capital to risk assets (referred to as "capital adequacy
ratio")

D. Handle and review the major risk exposure and unauthorized events which occur.

E. Major issues or discussions related to risk management proposed by each unit.

F. Matters assigned by the Board of Directors, Chairman, and Vice Chairman.

Information Security Management Committee

In November 2015, the Information Security Management Committee was established with the aim of

reducing the risk and impact caused by information security issues, as well as to refine the Bank’s ISMS,

in response to all information security related laws and regulations and in compliance with relevant

government regulations. The committee is responsible for the review of policies and regulations for ISMS

and the overall implementation of information security. In addition, the Information Security Section of

the Risk Management Department shall report to the Board of Directors on the implementation status

annually. The Committee has one convener appointed who is the President or an individual appointed by

the President. The members are the head of the Risk Management Department, the Information

Technology Department, the Digital Service and Channel Management Department, the Compliance
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Department, and the department head or the designated individual of the department designated by the
convener. The Auditing Department may attend the Committee meeting, but is not entitled with voting
rights. The Committee holds a regular management review meeting at least once a year, or from time to
time as necessary. The main tasks are as follows:

. Propose the information security policy of the Bank.

Promote the information security management system.

Assess the infrastructure of the information security management system.

. Handle and review major information security incidents.

Major issues or discussions related to information security proposed by each unit.

Annual review of the overall implementation of information security measures.

. Discussion of other information security issues.

OTMoUO®»

Risk management policies

We have established policies and measures based on different risk levels, and they are "Credit Policy," "Various
Credit Review and Authorization Measures," "Risk Management Measures" and others. We have also
established management standards for the policies and measures, such as the "Credit Risk Management
Standards," "Market Risk Management Standards" and "Operational Risk Management Standards" in
accordance with "Risk Management Measures." We have established a capital adequacy assessment process
which takes into consideration the risk status in order to maintain capital adequacy based on the company's
business growth. In addition, we conduct appropriate overall capital allocation to establish management
measures for a variety of business risks considering our overall risk exposure to reinforce our operating
performance.

Information security policies

The Information Security Policy was instituted specifically as a means to protect the confidentiality, integrity,
and availability of the Bank’s information assets, including software, hardware, communications, personnel,
documents, data, and the physical environment, from risk of breaches, damage, or loss due to external threats or
improper management by internal personnel. In addition, in accordance with the policy, relevant procedures
and manuals were instituted as reference for all employees, outsourced service providers, and visitors.

(I Qualitative and quantitative information about the various risks

1. Credit risk management system and accrued capital:
Credit risk management system
2020
Item Contents
. Creditrisk 1+ Credit risk strategy

strategies, We have made appropriate adjustments in response to changes to the business environment and the associated risks. We
goals, make corrections in our strategy in consideration of the impact of economic cycles on the content and quality of overall
pohugs and credit portfolio, so we can ensure that the strategy can cover all major credit risks.
procedures

2~ Credit risk goals
Maintain adequate capital and create maximum risk-adjusted return within the scope of credit risk that the Bank can bear.

3~ Credit risk policies
We have established the Credit Policy to properly plan and control the issuance of credit to a same natural person, a same
legal person, a same public enterprise, a same related party, a same associate company and a same related company
within a corporate group. We have set limits to the ratios of the Company's net worth which they account for (among
them, a same public enterprise shall not exceed the Company's net worth, and the limit may be adjusted for a same related
company based on the credit rating, financial rating by Cmoney and prospects), in order to control the credit risk to a
single party and enhance the efficiency of capital utilization. With respect to the proportion of the Company's total credit
committed to the issuance of credit to a single industry, we assess the industry and the overall economy, the
nonperforming loan ratios in each industry and the future prospect to adjust the limit accordingly. In order to reinforce the
risk control of credits to industries located in overseas and China regions, we have set industry-specific limits to those
regions. With respect to the proportion of the Bank's total issuance of credit to those who use residential real estate as
collateral, we set limits to fund uses such as house repairs and working capital, and dynamically adjust the credit amounts
to avoid the overall risk and excessive concentration risk.

4~ Credit risk procedures
In order to maintain a safe and robust credit business and control its associated risk, we have established a credit risk
control mechanism for a variety of businesses and follow the procedures of identification, measurement, communication
and monitoring. Under a hierarchy of responsibility in credit management, each level conduct case review within its level
of authorization in accordance with the Various Credit Review and Authorization Measures to ensure the quality of assets
for credit. We also have established the "Essentials for Secondary Review of Credit" for which the Credit Assessment
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Item

Contents

Department at the head office is responsible to reinforce management after issuing credit, effectively control the
associated credit risk. We have established the "Regulations Governing the Procedures to Evaluate Assets and Deal with
Non-performing/Non-accrual Loans" to regulate internal system and procedures for assessment of asset quality, allocation
of loss reserve, liquidation of collection of nonperforming loans and bad debt write-off. In order to accelerate liquidation
of bad debt and reduce nonperforming loans, we have established the "Non-performing Loan Management Measures," so
that we can achieve the goal of having a sound financial structure and reinforcing asset and liability management.

Credit risk
management
organization
and

1.  The board of directors is our highest decision-making body for credit risk management and has the ultimate liability in
terms of credit risk management.

2. Risk Management Committee is responsible for implementing decisions on credit risk management approved by the
board, reviewing credit risk regulations, coordinating credit risk management tasks and supervising the effectiveness of

framework risk management implementation.

3. Credit Review Committee is responsible for reviewing and discussing credit cases at the board's authorization level and
reporting the review results to the board for approval. After the establishment of accounts for cases for which the amount
is at the board's authorization level and have been approved by the board, the Credit Review Committee is authorized to
adjust the interest rate and fee rate accordingly, and provides summary reports to the board for monthly review.

4. The Risk Management Department is responsible for planning, setting up and integrating the Bank's credit risk
management operations, performing overall credit risk management monitoring of the Bank, regularly compiling credit
risk information of the Bank and reporting it to the Risk Management Committee and the Board of Directors, and
calculating credit risk capital and disclosing risk information in accordance with the regulations of the competent
authorities.

5.  All departments at headquarters are responsible for establishing and managing the credit risk regulations and operational
procedures for its business, monitoring their implementation, and assisting the Risk Management Department to complete
the control of credit risk for the entire bank. The head office business units are responsible for identifying and managing
the credit risk of all financial instruments and ensure that when engaging in new instruments or transactions

6.  All departments in the Bank are responsible for identifying, assessing and measuring risks and adopting appropriate risk
management approaches. Comply with the Bank's rules on credit check, credit issuance and credit risk to conduct daily
operations and credit risk management and report to the relevant units in accordance with the regulations in a timely
manner. Incorporate the control of credit risk into daily operations and ensure the correctness and completeness of
information of each operation.

7.  The credit review team of the business unit is responsible for holding credit review meetings for credit cases within the
authority of the unit manager to strengthen the review of credit business in order to ensure credit rights and risk control.

I1l.  Scope and The Bank has established the Credit Risk Management Standards based on the overall risk management policy. Risk exposure
features of is categorized to assess various risk-weighted assets and disclose them in risk control reports to be submitted to the board on a
credit risk quarterly basis. The content and scope are shown as follows:
reportingand | 1.  Control of limits to counterparties (a same natural person, a same legal person, a same related party, a same associate
measurement company, a same related company within a corporate group and a same industry)
system 2. Control of credit risk concentration (monitor the top 20 clients who receive credit)

3. Analysis of credit business structure (according to types of loan)

4. Asset quality (nonperforming loans, NPL ratio, allowance for bad debts, coverage ratio)

The credit risk measurement system includes credit rating maintenance, on-balance sheet risk-weighted asset maintenance and

others.

IV. Credit risk 1. When conducting credit risk businesses, assess the probability of default and the loss amount of the event or transaction
avoidance or and adopt countermeasures, such as risk avoidance - high probability of default and large amount of loss, risk reduction
mitigation or transfer - low probability of default and large amount of loss, risk control - high probability of default and small
polices, and amount of loss and risk retention - low probability of default and small amount of loss. Set limit to a same natural person,
monitoring a same legal person, a same related party, a same associate company, a same related company within a corporate group
the continued and a same industry in order to avoid excessive risk concentration. Add credit limit criteria, request for collaterals and
effectiveness guarantor or transfer to credit guarantee funds to reinforce the Bank's claims.
of risk 2. Evaluate the fair value of collaterals and conduct on-site inspection of collaterals regularly or irregularly. Conduct credit
avoidance check and re-evaluation of collaterals based on the current status of credit recipients. Assess the extent of guarantee
and provided by clients who receive credit and the legality of guarantors to ensure the effectiveness of credit protection.
mitigation Regularly maintain and develop the credit risk management system based on the status of business and credit retention to
tools ensure continuous and effective operation.

V. Approaches
adopted for
statutory Standardized approach
capital
charges

Note:  This form is applicable to banks which adopt the standardized approach.

Risk exposure amount and accrued capital after risk mitigation under the credit risk standardized approach

December 31, 2020
Unit: NT$ thousand

Type of exposure Risk exposure amount after risk mitigation Accrued capital

Sovereigns 37,553,207 0

Non-central government public sectors 0 0

Banks (including multilateral developmgnt banks and qualifying 8,649,549 151,198
central counterparties)

Corporations (including securities and insurance companies) 188,521,856 14,233,209

Retail claims 43,098,224 3,005,519

Residential Real Estate 10,222,912 494,464

Equity securities investments 2,693,293 215,463

Equity securities investments of funds and venture capital firms 0 0

Other assets 5,819,372 331,708

Total 296,558,413 18,431,561
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2. Risk management measures and risk exposure amount for asset securitization, and the management strategy
and procedures for securitization of accrued capital.

Risk management system of securitization

2020
Item Contents
I.  Securitization [Trading Book]:
management 1. Inorder to implement risk management, we conduct investment decisions and process management based on the
strategies and Bank's relevant measures on marketable securities when investing in securitized products (such as REITs) on the
procedures trading book.

2. We have not taken the role of an originator, service institution or credit enhancement institution. We shall first
establish the relevant management policies if we wish to handle the related businesses in the future.

[Banking Book]:
We have not invested in securitized products which are considered part of the banking book and we have not
taken the role of an originator.

Securitization
management
organization and
framework

[Trading Book]:

1. We have established the Risk Management Committee responsible for implementing decisions on credit risk
management approved by the board and supervising the effectiveness of risk management implementation. \We
regularly hold the Asset and Liability Management Committee meetings to evaluate the Company's capital and
investment operations and reviewing the implementation. We also regularly hold Investment Management
Committee meetings to adjust our investment strategy as needed to control investment risk in response to
changes in the domestic and overseas financial markets, further protecting the Bank's investment position and
profitability.

2. When investing in securitized products (such as REITS) on the trading book, we manage the associated risks
based on the credit, market and other relevant risk management organizations and structure.

[Banking Book]:

We have not invested in securitized products which are considered part of the banking book and we have not
taken the role of an originator.

Scope and features of
securitization risk
reporting and
measurement systems

[Trading Book]:
When investing in securitized products (such as REITs) on the trading book, we evaluate them daily and manage
the associated risks based on the credit, market and other relevant risk management organizations and structure,
and disclose the information on the risk control reports to be submitted to the board every quarter.

[Banking Book]:
We have not invested in securitized products which are considered part of the banking book and we have not
taken the role of an originator.

IV. Securitization risk [Trading Book]:
hedging or mitigation | 1. We have not taken the role of an originator, service institution or credit enhancement institution and have not
policies, and established policies related to securitization hedging and risk reduction. We shall first establish the relevant
monitoring the management policies if we wish to handle the related businesses in the future.
continued 2. We currently adopt the following measures based on the credit, market and other relevant risk standards: risk
effectiveness of risk avoidance - high probability of default and large amount of loss, risk reduction or transfer - low probability of
avoidance and default and large amount of loss, risk control - high probability of default and small amount of loss and risk
mitigation tools retention - low probability of default and small amount of loss.
[Banking Book]:
We have not invested in securitized products which are considered part of the banking book and we have not
taken the role of an originator.
V. Approaches adopted [Trading Book]:
for statutory capital Adopt the standardized approach for market risk.
charges [Banking Book]:
We have not invested in securitized products which are considered part of the banking book and we have not
taken the role of an originator.
Risk exposure amount for securitization and capital accrual
December 31, 2020
Unit: NT$ thousand
Type of risk | Type Traditional Combination Total
exposure of Risk exposure Accrued Risk exposure Accrued
asset amount capital amount capital before
Keep or|Provide liquid| Provide |Subtotal Keep or buy | Accrued |Risk exposure| Accrued | securitization
buy financing credit capital amount capital
Bank's Type amount | enhancement
Role of book 1) @ ©)] 4) B)=@)+@) |(6)=(2)+(4)
Non- Bank_ing Book - 0 0 0 0 0 0 0 0 0 0
originator Trading Book - 0 0 0 0 0 0 0 0 0 0
Subtotal - 0 0 0 0 0 0 0 0 0 0
Banking Book - 0 0 0 0 0 0 0 0 0 0
Originator | Trading Book - 0 0 0 0 0 0 0 0 0 0
Subtotal - 0 0 0 0 0 0 0 0 0 0
Total - 0 0 0 0 0 0 0 0 0 0
Note

1 For the field of "Assets," it is subdivided by the type of assets that are securitized (such as credit cards, home equity loans, and car loans), or the
type of securities invested (such as mortgage-backed securities, commercial real estate-backed securities, asset-backed securities, and
collateralized debt obligations). RMBS is a type of beneficiary securities for mortgage securitization or asset-backed securities. REITs are real
estate investment trust beneficiary securities.

2. For the exposure of the banking book, the exposure after risk reduction shall be entered.

91




VII. Review and ANalysis of Finacial Condition and Results and Risk Management Matter

3. For the field of "Providing Liquidity Facility," the exposure of funds already appropriated and not yet appropriated shall be included.
3. Operational risk management system and accrued capital

Operational risk management system
2020

Item

Contents

Operational risk
management strategies
and processes

1.  Operational risk management strategies
Make appropriate adjustments in response to the changes in the Bank's operating environment and risks
involved to maintain the consistency with the Bank's business strategy and objectives, which also cover all
important operational risks related to the business.

2. Operational risk management process
Establish operational risk management measures. Identify, measure, communicate and monitor all operational
risks that may arise from daily operations and management processes.

Operational risk
management
organization and
framework

1. The board of directors is our highest decision-making body for operational risk management and has the
ultimate liability in terms of operational risk management.

2. Risk Management Committee is responsible for implementing decisions on operational risk management
approved by the board, reviewing operational risk regulations, and supervising the effectiveness of risk
management implementation.

3. Risk Management Department is responsible for planning, building and coordinating the Bank's operational risk
management, and it regularly compiles the information on the Bank's operational risk and reports it to the Risk
Management Committee.

4. All departments at headquarters are responsible for establishing and managing the credit risk regulations and
operational procedures for its business, monitoring their implementation, and assisting the Risk Management
Department to complete the control of operational risk for the entire bank.

5. All departments in the Bank are responsible for identifying, assessing and measuring risks and adopting
appropriate risk management approaches. Comply with the Bank's rules on operational risk to conduct daily
operations and operational risk management.

Scope and features of
operational risk report
and measurement
system

We have established the Operational Risk Management Standards based on the overall risk management policy to
actively and effectively measure, control and monitor all operational risks associated with all products, services,
operations and systems, and disclose the information in risk control reports to be submitted to the board on a quarterly
basis.

1. The content and scope are shown as follows:

(1) Self-assessment of risk control operation of the “Rules and Regulations of the Bank".

(2) Self-assessment of risk control in compliance with various rules and regulations of all units' operating
procedures.

(3) Self-assessment of risk control for new products (business), activities, processes and systems.

(4) Managing authorization and limits of credit issuance operations of all business units.

(5) Managing authorization and limits of loan, foreign exchange and investment businesses of the Finance
Department.

(6) Report progress to the point of contact at the financial supervisory authority.

(7) Implementation of data collection on losses attributable operational risk.

(8) Implementation of key risk indicator (KRI).

(9) Implementation of the compliance with the three reinforcing pillars of the New Basel Accord.

(10) Education and training sessions on risk management conducted by supervisory units of businesses.

2. In order to effectively measure operational risk, the measurement system is divided into operational risk event
maintenance, authorized credit limit maintenance and others and establish the following operational measures:

(1) Essentials for Collection of Operational Risk Loss Event Data: Collect loss event data, categorize the data
based on the patterns and business types and understand the distribution of loss events.

(2) Essentials for Business Units' Risk Control Self-Assessment: Use the Risk Control Assessment Form to
assess the Bank's operating procedures, rules and regulation, new products (businesses), activities,
processes, systems and other operations.

(3) Essentials for Key Risk Indicators: Establish quantitative indicators and thresholds and warning values
corresponding to main risk exposure in order to monitor the risk exposure and control measures for
operational risk.

IV. Operational risk

hedging or risk
mitigation policies,
and monitoring the
continued
effectiveness of risk
hedging and mitigation
tools

When the Bank conducts business related to operational risk, it evaluates the probability and severity of losses that
may arise from the event or transaction and adopts risk avoidance, risk offset or transfer, risk control, risk
commitment and other countermeasures (e.g., outsourcing operations, taking out employees' integrity
insurance...etc.). We also regularly maintain and develop the operational risk management system in accordance with
our business and risk exposures to ensure the system continues to operate effectively.

Approaches adopted
for statutory capital
charges

Basic indicator approach.
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Accrued capital for operational risks
December 31, 2020
Unit: NT$ thousand

Year Gross operating profit Accrued capital
2018 6,759,952

2019 8,236,739 1,200,550
2020 9,014,307

Total 24,010,998 1,200,550

4. Market risk management system and accrued capital

Market risk management system
2020

Item

Contents

Market risk
management strategies
and processes

Market risk management strategies

Make appropriate adjustments in response to the changes in the Bank's operating environment and risks
involved to maintain the consistency with the Bank's business strategy and objectives, which also cover all
important market risks related to the business. Seek stability when investing in marketable securities and other
financial instrument. Pay attention to the fundamental analysis of products and economic cycle and avoid
excessive risk concentration. Comply with the regulations on investment limits.

Market risk management process

Establish market risk management measures. Effectively identify, measure, communicate and monitor market
risks associated with all main products and transactions.

Market risk
management
organization and
framework

The board of directors is our highest decision-making body for market risk management and has the ultimate
liability in terms of market risk management.

Investment Management Committee may adjust our investment strategy as needed to control investment risk in
response to changes in the domestic and overseas financial markets, further protecting the Bank's investment
position and profitability.

Risk Management Committee is responsible for implementing decisions on market risk management approved
by the board, reviewing market risk regulations and supervising the effectiveness of risk management
implementation.

Risk Management Department is responsible for planning, building and coordinating the Bank's operational risk
management. The department handles the liquidation and settlement of the Bank's capital allocation and
securities trading, regular assesses profits and losses at fair market values, controls investment positions and
transaction limits and reports over-the-limits, stop-loss and early warnings to business units which have
transactions. It regularly compiles the information on the Bank's operational risk and reports it to the Risk
Management Committee.

All departments at headquarters are responsible for establishing and managing the credit risk regulations and
operational procedures for its business, monitoring their implementation, and assisting the Risk Management
Department to complete the control of market risk for the entire bank.

All departments in the Bank are responsible for identifying, assessing and measuring risks and adopting
appropriate risk management approaches. Every business transactions unit of the Bank is responsible for
identifying, assessing and measuring risks and adopting appropriate risk countermeasures. Comply with the
Bank's market risk management rules and carry out daily operations and market risk management. The risk
management personnel are independent from the front-end of transactions or are the personnel from different
departments or divisions. Actively monitor the over-the-limits and stop-loss measures and report events to the
relevant units in a timely manner.

Scope and features of
market risk reporting
and measurement
systems

Market risk involves interest rates, equity securities, foreign exchange and financial instrument. We have established
the Market Risk Management Standards based on the overall risk management policy. The positions held are
categorized into the "Trading Book" and "Banking Book" in accordance with the Trading Book and Banking Book
Categorization Measures to effectively manage positions of financial instrument. The risk management of various
investments is conducted in accordance with the relevant regulations and the Bank's standards to control the risk
within an acceptable range and disclose the information in risk control reports to be submitted to the board on a
quarterly basis. The content and scope are shown as follows:

1.

Investment limit and early warning management for market risk:

(1) Invest in a variety of securities: (a) Limits for a variety of securities (required by the authority); (b)
Restrictions on investment in a same legal person, a same related company within a corporate group and a
same industry (required by the Bank); (c) Limits for non-statutory investment grade (required by the
authority), and application criteria for non-statutory investment grade bonds and bills and the balance in
any one particular investment (required by the Bank); (d) Limits for balance in any one particular bond and
bill on watch (required by the Bank), and limits for non-statutory investment grade bonds and bills on
watch (required by the Bank); (e) Bonds and bill on watch with credit ratings of "BBB-/Baa3, twBBB- and
equivalent” and the limits for non-statutory investment grade bonds (required by the Bank); (f) Investment
ceiling on a particular country with a sovereign credit rating of Baal to Baa3/BBB+ to BBB- in accordance
with the Bank's National Risk Management Guidelines (required by the Bank). (g) Total balance of
investment in various securities in China (required by the Bank), and the balance of investment in bonds
and bills in China overall (required by the Bank). Balance of investment in bonds and bills (required by the
Bank) issued by non-financial institutions (including leasing companies and asset management companies).
(h) Balance of transactions for bond repurchase (required by the government authority). (i) Balance of
investment in Islamic fixed income securities (required by the government authority).

(2) Invest in derivatives: (a) The upper limits of total position and loss of notional principal; (b) The control of
notional principal of various contracts; (c) Upper limit of transaction counterparty's credit risk, early
warning for gains of counterparty's market valuation; (d) Limit of counterparty (a related company within a
corporate group, an industry); (e) With respect to the total profits or losses in market valuation of the
overall unhedged contracts and individual unhedged contract, the limit of loss amount if there are losses.

(3) Foreign exchange transactions: (a) Limits of uncovered total position between NTD and foreign currencies
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Item

Contents

in the whole company; (b) Uncovered total position between foreign currencies in the whole company; (c)
Positions of various exchanges against the USD.
(4) Lending limits to counterparties in the loan business (NTD, foreign currencies).
2. Stop-loss mechanism for market risk and monitor major risk exposure mechanism:
(1) Invest in a variety of securities: (a) Stop-loss position, execution and major risk exposure of various types
of securities; (b) Financial asset impairment or sale assessment and major risk exposure of various types of
securities.

(2) Stop-loss of individual unhedged contract in derivatives investment. °

(3) Restriction and enforcement of exchange losses of commercial positions and traders of the whole Bank.
3. Market risk stress testing (Impact of profits and losses in comprehensive scenarios / Minimum capital calculated
needed for the market risk).

IV. Market risk hedging or
mitigation policies, Establish limits and stop-loss measures in the operating standards and procedures for the Bank's various investment in
and effective strategies | compliance with the authority's standards on investment limits to monitor market risk. When dealing with market
and processes for risk-related businesses, we adopt countermeasures in the categories of risk avoidance, risk reduction or transfer, risk
controlling risk control and risk retention. We grasp our overall exposure position and risk measurement results based on the
hedging and mitigation | circumstances of businesses and risk retention we face to ensure continued effectiveness.
tools

V.  Approaches adopted
for statutory capital Standardized approach
charges

Accrued capital for market risks
December 31, 2020
Unit: NT$ thousand

Type of risk Accrued capital
Interest rate risk 1,387,326
Equity securities risk 1,520,697
Foreign exchange risk 72,328
Commodity risk 0
Total 2,980,350

5. Liquidity risk includes maturity analysis of assets and liabilities, and explains how to manage liquidity of assets
and liquidity of working capital gaps.

(1)

)

Risk management procedures:

For various assets and liabilities, the maturity gap and maturity structure changes were regularly analyzed
as the basis for fund allocation, liquidity management and liquidity risk reduction. To control interest rate
risk, the correlation between various assets and liabilities and market interest rate were regularly analyzed
to assess market interest rate risk, and accordingly, deposit interest rate pricing and asset allocation were
adjusted. We regularly report the status of asset and liability allocation and the changes in various
indicators for risk management at the Asset and Liability Management Committee meetings to ensure the
implementation of risk management procedures.

Principles of measurement and control:

In order to meet the needs for liquidity, monitor liquidity risk and prevent excessive the concentration of
capital utilization, we regularly prepare the "NTD Maturity Term Structure Analysis Table" and "USD
Maturity Term Structure Analysis Table" to analyze the working capital gaps of various terms and use
them as the early warning indicators for liquidity. We also take the impact of domestic and overseas
financial market conditions and seasonal factors into consideration and adjust our business strategy,
interest rate gaps and asset and liability structure in a timely manner and report the results to the Asset and
Liability Management Committee.

In terms of capital utilization, we allocate sufficient funds as legal reserve in accordance with the
regulations and the remaining capital is invested in government bonds, transferrable certificates of
deposits from the Central Bank, treasury bills, financial bonds, government debt repurchase, corporate
bonds, commercial papers, banker's acceptance, beneficiary certificates and other fixed-income financial
instruments. We value the security of investments and consider the liquidity of the secondary market to
reduce our operational risk.
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NTD maturity date structure analysis table
December 31, 2020
Unit: NT$ thousand

Total Remaining balance to maturity
0 to 10 days 11 to 30 days 31 to 90 days 91to 180 days | 181 days to 1 year | More than 1 year
Primary inflow | 571 568 534 58,914,710 19,568,759 12,704,457 22,535,530 47,400,525 110,544,553
upon maturity
P;L”;?}%gfﬂg"’ 295,381,414 22,504,724 13,713,522 32,329,569 41,352,446 47,315,088 138,166,065
Period gap -23,712,880 36,409,986 5,855,237 -19,625,112 -18,816,916 85,437 27,621,512
Note:  This table refers to the amount of NTD of the whole Bank.

USD maturity date structure analysis table
December 31, 2020
Unit: US$ thousand

Remaining balance to maturity

Vi 91 to 180 days 181 days to 1 year

1 to 30 days 31 to 90 days More than 1 year

Inward remittance
of due fund

1,723,931 165,331 7,215 16,684 32,500 1,502,201

Outward

remittance of due
fund

1,704,434

801,093

349,349

128,208

121,001

304,783

Period gap

19,497

-635,762

-342,134

-111,524

-88,501]

1,197,418

Note:

)

(V)

This table refers to the amount of US dollars of the whole Bank.

The influence of domestic and foreign major policies and law amendment exerting on the Bank’s financial
structure and responding measures

We are committed in our efforts in preventing money laundering and countering terrorism financing. In
compliance with the requirements and standards of the authority, our Compliance Department has established the
Money Laundering Prevention Division in March 2017 as the responsible unit for preventing money laundering
and countering terrorism financing. We supervise the planning and implementation of identification, assessment
and monitoring policies and procedures for money laundering and terrorism financing risks to ensure the
compliance with the relevant regulations, including the relevant templates or self-disciplinary standards
established by the Banker Association and approved by the Financial Supervisory Commission. In the same year,
we established the "\erification Policy and Procedures for Names and Titles of Clients and the Associated Parties
of Transactions” and the "Accounts and Transactions Monitoring Policy and Procedures™ and have used our
information system to help us find suspicious transactions. In 2019, we completed model structures of risk
assessment for customers' money laundering activities. We were able to adjust the maintenance fields of customer
basic data based on the customer risk assessment and the related models of the new structure to facilitate the
subsequent calculation of cumulative results of risk factor weights.

Impact of technological and industry changes on the banking and financial businesses and the corresponding
measures

In this ever-advancing era of digital finance, we first established a mobile phone authentication measure in 2015 to
facilitate the development of services based on digital finance, and then we revised the layout of our personal
online banking page to present a new look to customers. In 2016, we continued with our original design elements
and style to launch our mobile banking and enterprise online banking, so that both corporate and individual
accounts can enjoy convenient financial services without facing geographical and time constraints. In 2017, we
continued to build a new generation of personal online banking and mobile banking services, and added fingerprint
login feature, expense manager and other daily life functions and personalized reminders to give customers a more
user-friendly interface and transaction functions. In 2018, we continued to optimize our personal online banking
and mobile banking, and added mutual fund services to provide customers with more convenient options for
personal wealth management. In 2019, we added the "In-house card-less deposit" function to our ATMs. In 2020,
we added "Card-less withdrawal service" to our ATMs.
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V)
(V1)
Vi)

(V1)

(1X)
(X)

(XI)

(XI1)

VILI.

VIIL.

Impact of the image changes on the bank and the corresponding measures: None.
Expected result and possible risks of mergers and acquisitions and Counter assessments: None.

Expected benefits, potential risks and countermeasures for expanding business locations: In 2020, we did not
expand our business locations.

Risks arising from concentration of business and the countermeasures: Our business development and investment
control practices are in compliance with the Banking Act and other relevant laws and regulations.

The effect of change in the management produced to the Bank, possible risk and countermeasures: None.

With respect to the directors, supervisors and shareholders who own more than 1% of shares, the impact of
large-scale transfer of their equity and their replacement on the bank's risks and the corresponding measures: None.

Litigation and non-litigation events: Lin, a financial manager in the Business Department, embezzled more than
$60 million from a customer's deposit. The criminal deparment received the judgment of the Tainan Branch of the
Taiwan High Court on 27.08.2020, and the defendant has filed an appeal. The civil lawsuit against the Bank and
Lin for damages (amounting to NT$9,849,062) is currently being heard by the Tainan District Court (2019 Appeal
No. 216).

Other important risks and the countermeasures: The results from our 2020 information security assessment tests,
vulnerability scanning, penetration tests, information security equipment monitoring and other procedures have
shown no significant operational risks. They are all controllable and we have implemented the corresponding
control measures.

Crisis management and response mechanisms

In order to improve our crisis management standards and contingency measures, we have established the "Crisis
Response Operations Guidelines," "Safety Maintenance Operations Standards,"” "Emergency Response
Operations Essentials" and "Emergency Response Operations Essentials for Personal Data Breach" for
compliance. In the event of a major emergency, the supervisors of the relevant business units can immediately
take appropriate measures. For major incidents, all business units of the Bank will take immediately remedial
measures, promptly notify the system convener and the event holder by telephone and adopt the relevant
countermeasures in a timely manner to quickly mitigate the impact of crisis and maintain the normal operation of
our operating activities.

Other important matters: None.
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VIII. Special Notes
Chapter 8:

Special notes

. Information regarding the Bank’s affiliates

()  Consolidated operating report for affiliates

1. Organizational chart of affiliates (Base date: February 28, 2021)

100%

100%

King's Town Bank Co., Ltd.
Capital: NT$11,212,343 thousand

100%

King's Town International Leasing Co., Ltd
Capital: NT$716,953 thousand

Wan Taig Securities Co., Ltd.
Capital: NT$200,000 thousand

King's Town International Construction

Capital: NT$10,000 thousand

Management Co., Ltd

2. Profiles of the affiliates

Unit: NT$ thousand

Name of enterprise Da_te o Address Pa'q"n Principal business
establishment capital
King’s Town International Leasing 8F., No. 167, Dunhua N. Rd., Songshan Dist., .
Co., Ltd 2015.01.22 Taipei City 653,230 Finance lease
Wan Taig Securities Co., Ltd. 1990.11.22 é'i:;yNo' 193, Xinrong Rd., West Dist., Chiayi 200,000 Securities business
King’s Town International 8F., No. 167, Dunhua N. Rd., Songshan Dist., Real estate
Construction Management Co., Ltd 2016.12.07 Taipei City 10,000 management

3. Information on directors, supervisors and general managers of affiliates

Base date: February 28, 2021

Shareholdings
Name of enterprise Title Company name or representative No. of shares Shareholding
(shares) ratio (%)
King’s Town Cg_airr?an Sepresen:ai!ve 011: E!ng's Pwn gan:: go., Eg gﬂien—c(:rpLh,TLi_u
: . irector epresentative of King's Town Bank Co., Ltd.: Chen-Chih, Tai
Interna(t:lgnall_ltlaeasmg Director Representative of King's Town Bank Co., Ltd.: Chiung-Ting, Tsai 71,695,280 100%
B Supervisor | Representative of King's Town Bank Co., Ltd.: Chien-Ko, Yang
Chairman | Representative of King's Town Bank Co., Ltd.: Jung-Chi, Li
Director Representative of King's Town Bank Co., Ltd.: Qi-Wei, You
Wan Taig Securities Director Representative of King's Town Bank Co., Ltd.: Chih-Cheng, Yu 20,000,000 100%
Co., Ltd. Director Representative of King's Town Bank Co., Ltd.: Chih-Humg, Lin
Director Representative of King's Town Bank Co., Ltd.: Yun-Chia, Peng
Supervisor | Li, Kuei-Mei 0 0%
Representative of King’s Town Bank International Leasing Co.,
Ltd.: Ming-Hui, Chen
King’s Town Chairman | Representative of King’s Town Bank International Leasing Co.,
International Director Ltd.: Chen-Chih, Tai
Construction Director Representative of King’s Town Bank International Leasing Co., 1,000,000 100%
Management Co., Ltd | Supervisor | Ltd.: Chiung-Ting, Tsai
Representative of King’s Town Bank International Leasing Co.,
Ltd.: Chien-Ko, Yang

97




VIII. Special Notes

4. Operation overview of affiliates

Base date: December 31, 2020

Unit: NT$ thousand

NER P ETETTEE Caital Total Total Net Operating | Operating Current period Earnings per share
P P assets liabilities value revenue profit profit (after tax) (after tax) ($)
King’s Town
International Leasing | 716,953 | 5,592,536 | 4,753,769 838,767 | 1,871,832 180,785 134,216 1.87
Co,, Ltd
Wan Té’(;g Sljgu”“es 200,000 | 478158 | 147,458 | 330,699 28,419 2135 2,706 0.14
King's Town
International 10000 | 23211 4275 | 18937 | 17,119 9,147 7,413 7.41
Construction
Company
Note:  The company's profit and loss have been reflected in King's Town International Leasing Company.

(1) Consolidate financial statements of associate companies: Same as parent and subsidiary consolidated statements.
Please refer to page 108 to 112 of the annual report.

(1)

Relationship statement: Please refer to page 102 of the annual report.

I1.  Private placement of securities and bank debentures: None.

I11.  Subsidiaries holding or disposing of the Bank's stock: None

IV.  Other supplementary notes
2020 key events:

Date Events
03/02 Relocation of Neihu Branch (1F., No. 394, Ruiguang Rd., Neihu Dist., Taipei City)
04/30 The Bank's appraisal system was officially launched.
04/30 Rated the top 5% among the publicly traded companies in the 6th Corporate Governance Evaluation.
05/11 Completed the installation of the Bank's 66 ATMs.
05/14 Introduced Taiwan Pay QR Code collection service.
05/18 Launched foreign currency digital deposit account.
05/25 Completed the price trust management system and optimized customer information disclosure.
06/20 Mobile Banking has new billing notification function.
07/15 The digital account counter was upgraded
07/22 Launched "KING'S PAY" which cross-border Western Union remittance website.
07/27 Relocation of Beigang Branch (No. 61, Minzhu Rd., Beigang Township, Yunlin County)
10/27 Approved by the competent authority to invest in “Wan Taig Securities Co. Ltd."
11/27 The Board of Directors resolved to acquire "Wap '_I'aig Securities Co. Ltd.". On January 5, 2021, the Bank acquired all the
shares of the company and became a 100% subsidiary of the Bank.
12/10 ATMs has "Cardless Withdrawal Service".
12/21 Launch ATM self/interbank cardless withdrawal function.
2021/01/28 Nominated in the 2021 Bloomberg Gender Equality Index for the first time.

V.  Events with material impact in accordance with subparagraph 2, paragraph 3, article 36 of the Securities
and Exchange Act: None.
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IX. Head Office and Branches of the Bank

Chapter 9:  Head office and branches of the Bank
Name | Address | Telephone
Tainan Region
Head Office No. 506, Section 1, Ximen Road, West Central District, Tainan City 886-6-213-9171

Trust Department

8F., No. 506, Section 1, Ximen Road, West Central District, Tainan City

886-6-213-9922

International Banking Department

9F., No. 506, Section 1, Ximen Road, West Central District, Tainan City

886-6-215-5238

Overseas Banking Branch

9F., No. 506, Section 1, Ximen Road, West Central District, Tainan City

886-6-215-5238

Business Department at the head office

No. 506, Section 1, Ximen Road, West Central District, Tainan City

886-6-214-1271

Tainan Branch

1, 2F., No. 69, Sec. 2, Zhongyi Rd., West Central Dist., Tainan City

886-6-228-3155

Eastern Tainan Branch

1, 2F., No. 98, Sec. 2, Linsen Rd., East Dist., Tainan City

886-6-238-5506

Zhonghua Branch

1F., No. 106, Renhe Rd., East Dist., Tainan City

886-6-260-3171

Xinxing Branch

No. 357, 359, Xinxing Rd., South Dist., Tainan City

886-6-265-8511

Fucheng Branch

1F., No. 15, Sec. 4, Ximen Rd., North Dist., Tainan City 886-6

886-6-283-3046

Yunong Branch

1, 2F., No. 619-2, Yunong Rd., East Dist., Tainan City

886-6-235-0588

Kaiyuan Branch

No. 208, Kaiyuan Rd., North Dist., Tainan City

886-6-234-7302

Anhe Branch

1, 2F., No. 241, Sec. 2, Anhe Rd., Annan Dist., Tainan City

886-6-355-9311

Annan Branch

No. 366, Sec. 1, Haidian Rd., Annan Dist., Tainan City

886-6-259-8153

Yen Hsin branch

No. 54, Zhongzheng N. Rd., Yongkang Dist., Tainan City

886-6-254-1839

Yongkang Branch

No. 27, Sec. 2, Yongda Rd., Yongkang Dist., Tainan City

886-6-272-9621

Guiren Branch

No. 29, Sec. 2, Zhongshan Rd., Guiren Dist., Tainan City

886-6-239-6185

Xinhua Branch

No. 586, Zhongshan Rd., Xinhua Dist., Tainan City

886-6-598-7103

Yujing Branch

No. 130, Zhongshan Rd., Yujing Dist., Tainan City

886-6-574-7673

Rende Branch

1, 2F., No. 365, Zhongshan Rd., Rende Dist., Tainan City

886-6-270-8056

Guanmiao Branch

No. 147, Wenheng Rd., Guanmiao Dist., Tainan City

886-6-596-1550

Madou Branch

1, 2F., No. 83, Zhongshan Rd., Madou Dist., Tainan City

886-6-572-1117

Jiali Branch

1, 2F., No. 203, Wenhua Rd., Jiali Dist., Tainan City

886-6-722-3152

Xigang Branch

No. 344, Zhongshan Rd., Xigang Dist., Tainan City

886-6-795-1949

Xuejia Branch

No. 111, Jisheng Rd., Xuejia Dist., Tainan City

886-6-783-1417

Xinying Branch

No. 148, Zhongshan Rd., Xinying Dist., Tainan City

886-6-632-4161

Baihe Branch

No. 7, Guoguang Rd., Baihe Dist., Tainan City

886-6-685-2085

Liujia Branch

No. 491, Zhongzheng Rd., Liujia Dist., Tainan City

886-6-698-7813

Yanshui Branch

No. 15, Zhongzheng Rd., Yanshui Dist., Tainan City

886-6-652-1677

Shanhua Branch

No. 452, Zhongshan Rd., Shanhua Dist., Tainan City

886-6-581-5658

Xinshi Branch

No. 240, Zhongzheng Rd., Xinshi Dist., Tainan City

886-6-599-5631

Greater Taipei Region

Songshan Branch

8F., No. 167, Dunhua N. Rd., Songshan Dist., Taipei City

886-2-8712-6369

Taipei Branch

2F., No. 75, Sec. 4, Ren’ai Rd., Da’an Dist., Taipei City

886-2-2771-0922

Neihu Branch

1F., No. 394, Ruiguang Rd., Neihu Dist., Taipei City

886-2-2799-4599

Zhongxiao Branch

1F., No. 29, Ln. 743, Sec. 5, Zhongxiao E. Rd., Xinyi Dist., Taipei City

886-2-8785-2525

Banchiao Branch

B1, 1F., No. 3, Sec. 1, Zhongshan Rd., Bangiao Dist., New Taipei City

886-2-8951-5758

Shuanghe Branch

1F., No. 878, Zhongzheng Rd., Zhonghe Dist., New Taipei City

886-2-8221-7871

Xinzhuang Branch

1F., No. 146, Tougian Rd., Xinzhuang Dist., New Taipei City

886-2-2994-1213

Luzhou Branch

1F., No. 232, Jixian Rd., Luzhou Dist., New Taipei City

886-2-2288-4988

Xindian Branch

9F., No. 190, Zhongzheng Rd., Xindian Dist., New Taipei City

886-2-8911-9298

Taoyuan and Hsinchu

Taoyuan Branch

1~3 F., No. 106~108, Zhonghua Rd., Taoyuan Dist., Taoyuan City

886-3-347-2469

Jhongli Branch

1F., No. 175, Puyi Rd., Zhongli Dist., Taoyuan City

886-3-462-8989

Nankang Branch

No. 117, Sec. 1, Xinnan Rd., Luzhu Dist., Taoyuan City

886-3-352-1616

Hsinchu Branch

No. 180, Zhongzheng Rd., North Dist., Hsinchu City

886-3-528-0526

Eastern Hsinchu branch

No. 227, 229, 231, Guanxin Rd., East Dist., Hsinchu City 886-3

886-3-563-9998

Taichung and Changhua

Taichung Branch

1F., No. 200, Zhongming Rd., North Dist., Taichung City

886-4-2329-3511

Wenxin Branch

1, 2F., No. 320, Sec. 1, Wenxin Rd., Nantun Dist., Taichung City

886-4-2328-8007

Dali Branch

1, 2F., No. 408, Daming Rd., Dali Dist., Taichung City

886-4-2406-8829

Changhua Branch

No. 134, 136, Huashan Rd., Changhua City, Changhua County

886-4-728-8998

Yunlin Region

Dounan Branch

No. 131, Zhongzheng Rd., Dounan Township, Yunlin County

886-5-597-3181

Huwei Branch

1F., No. 133, Gong’an Rd., Huwei Township, Yunlin County

886-5-632-3301

Lunbei Branch

No. 375, Zhongshan Rd., Lunbei Township, Yunlin County

886-5-696-6821

Douliu Branch

1F., No. 128, Minsheng Rd., Douliu City, Yunlin County

886-5-532-1561

Xiluo Branch

No. 166, Fuxing Rd., Xiluo Township, Yunlin County

886-5-586-9541

Beigang Branch

No. 61, Minzhu Rd., Beigang Township, Yunlin County

886-5-783-6181

Chiayi Region

Chiayi Branch

No. 175, Linsen W. Rd., West Dist., Chiayi City

886-5-224-2135

Xingye Branch

No. 784, Xinmin Rd., West Dist., Chiayi City

886-5-285-2171

Meishan Branch

No. 126, Zhongshan Rd., Meishan Township, Chiayi County

886-5-262-2131

Zhugi Branch

No. 221-1, Zhongshan Rd., Zhugi Township, Chiayi County

886-5-261-1941

Zhongpu Branch

No. 867, Sec. 5, Zhongshan Rd., Zhongpu Township, Chiayi County

886-5-239-0011

Shuishang Branch

No. 317, Zhongxing Rd., Shuishang Township, Chiayi County

886-5-268-9681

Taibao Branch

No. 166-17, Sec. 2, Beigang Rd., Taibao City, Chiayi County

886-5-238-1518

Puzi Branch No. 43, Shantong Rd., Puzi City, Chiayi County 886-5-379-5181
Minghsiung Branch No. 6, Minsheng Rd., Minxiong Township, Chiayi County 886-5-226-2372
Dalin Branch 1F., No. 291, Xianghe Rd., Dalin Township, Chiayi County 886-5-265-1541
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Address

Telephone

Kaohsiung region

Zhongzheng Branch

1, 2F., No. 176, Qixian 1st Rd., Xinxing Dist., Kaohsiung City

886-7-235-2929

Kaohsiung Branch

No. 110, Yucheng Rd., Sanmin Dist., Kaohsiung City

886-7-345-7171

Northern Kaohsiung branch

1F., No. 150, Bo’ai 2nd Rd., Zuoying Dist., Kaohsiung City

886-7-550-7708

Gangshan Branch

No. 176, Zhongshan N. Rd., Gangshan Dist., Kaohsiung City

886-7-624-1766

Nanzi Branch

1F., No. 67, Yiqun Rd., Nanzi Dist., Kaohsiung City

886-7-362-6969
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King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Financial Statements and Independent Auditors' Report

From January 1 to December 31, 2020 and 2019

Address: No. 506, Section 1, Ximen Road, Xiancaoli, West Central District, Tainan
Tel: +886-6-213-9171

For the convenience of readers, the independent auditors’ report and the accompanying consolidated
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 consolidated financial statements shall prevail.
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Statement of Declaration

For the year ended December 31, 2020, pursuant to "Criteria Governing Preparation of Affiliation
Reports, Consolidated Business Reports and Consolidated Financial Statements of Affiliated
Enterprises," the companies that are required to be included in the consolidated financial statements
of affiliates, are the same as the companies required to be included in the consolidated financial
statements under International Financial Reporting Standards 10. And if relevant information that
should be disclosed in the consolidated financial statements of affiliates has all been disclosed in the
consolidated financial statements of parent and subsidiary companies, it shall not be required to

prepare consolidated financial statements of affiliates.

Hereby declared by

Company name: King's Town Bank Co., Ltd.

Person in Charge: Chen-Chih Tai

February 22, 2021
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Independent Auditors' Report

King's Town Bank Co., Ltd.
Audit opinion

We have audited the accompanying consolidated balance sheets of King's Town Bank Co., Ltd. and
Subsidiaries as of December 31, 2020 and 2019, and the consolidated statements of comprehensive
income, consolidated statements of changes in equity, consolidated statements of cash flows, and
notes to the consolidated financial statements (including a summary of significant accounting
policies) from January 1 to December 31, 2020 and 2019.

In our opinion, the financial statements referred to above present fairly in all significant aspects of
the consolidated financial position of King's Town Bank Co., Ltd. and its subsidiaries as of December
31, 2020 and 2019 and the results of its operations and 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 Issuers," as well as
International Financial Reporting Standards (IFRS), International Accounting Standards (IAS),
IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and effected by the Financial
Supervisory Commission.

Basis for opinion

We have audited the accompanying consolidated financial reports in accordance with the
"Regulations Governing Auditing and Attestation of Financial Statements by Certified Public
Accountant," Jin-Guan-Yin-Fa-Zi No. 10802731571 Letter and generally accepted auditing standards
in the Republic of China. Our responsibilities under those standards are further described in the
responsibilities of auditors for the audit of the consolidated financial statements section. We are
independent of King's Town Bank Co., Ltd. and its subsidiaries in accordance with the Code of Ethics
for certified public accountants in the part relevant to the audit of the consolidated financial
statements of King's Town Bank Co., Ltd., and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believed that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matter that, in our professional judgment, were of most significant in
our audit of the consolidated financial statements of King's Town Bank Co., Ltd. in 2020. These
matters were addressed in the context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
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Financial instrument evaluation

King's Town Bank Co., Ltd. and its subsidiaries invest in different types of financial assets. As of
December 31, 2020, the total financial assets measured at fair value were NT$ 93,851,385 thousand,
accounting for about 29% of total assets. Of which, for the investments classified in the Class II fair
value hierarchy, including the derivative financial instruments of bonds and FX Swap contracts, there
was a book value of NT$ 42,130,155 thousand, accounting for 45% of the financial assets measured
at fair value. Since the Class II investment evaluation is based on an internal evaluation model, the
key input values are the yield rate and exchange rate, which have a significant impact on the
estimation of fair value. Therefore, we consider it to be a "Key Audit Matter."

Our audit procedures include (but are not limited to) evaluating and testing the effectiveness of
internal controls related to financial instrument evaluation, including the evaluation models and their
assumptions managed and approved by the management. We have used the sampling basis to
understand and evaluate the rationality of the key assumptions, perform an independent evaluation
calculation, and adopt the assistance of internal evaluation experts to compare the differences against
the evaluations made by the management in order to see whether they are within the tolerance range.

Please refer to Notes V, VI, XIII, and XIV of the financial statements for the disclosures of
financial assets of King's Town Bank Co., Ltd., and its subsidiaries.

Appropriated allowance for bad debt from loans

As of December 31, 2020, the book value of the loans of King's Town Bank Co., Ltd. and its
subsidiaries was NT$ 184,901,230 thousand, accounting for 57% of the total assets, which was
significant for the financial statements and was subject to the assessment of expected credit losses as
stipulated in IFRS 9 "Regulations Governing the Procedures for Banking Institutions to Evaluate
Assets and Deal with Non-performing/Non-accrual Loans." The assumptions adopted by the
management in estimating the expected credit losses include the conditions for determining whether
the credit risk is significantly increased, whether credit impairment has occurred, the selection and
evaluation of the forward-looking factors, the probability of default (PD), the loss given default
(LGD) parameters, etc., and involve a high degree of professional judgment. Therefore, we consider
them to be "Key Audit Matters."

Our audit procedures include (but are not limited to) evaluating and testing internal controls related
to the calculation of expected credit losses, examining whether the expected credit loss assessment
model has been approved by the management, assessing the source of expected credit losses, and
having internal experts review the reasonableness of the expected credit loss model, the
appropriateness and rationality of the input parameters of the expected credit loss model in the
sampling test, including the probability of default (PD) and the loss given default (LGD). In addition,
we also examine whether the management complies with the requirements of the relevant authority's
written order to confirm that the loan classification and allowance for bad debts are in compliance
with the statutory requirements.

Please refer to Notes V, VI, XIII, and XIV of the financial statements for the disclosure of the
allowance for bad debt of King's Town Bank Co., Ltd., and its subsidiaries.
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Other Matters - Mentioning of the Audit Result of Other Certified Public Accountants (CPAs)

We did not audit the financial statements of certain subsidiaries furnished to the consolidated
financial statements. The financial statements of these subsidiaries were audited by other independent
accountants. Therefore, the opinions issued by this CPA regarding to the amounts listed in such
subsidiary financial reports from the consolidated financial statements mentioned above are based on
the audit report from other CPAs. The assets of the aforementioned subsidiaries as of December 31,
2020 were NT$480,477 thousand, accounting for 0.15% of the total consolidated assets; the net
income for the fiscal year 2020 was NT$5,327 thousand accounting for 0.06% of the net consolidated
income.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

The Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with the "Regulations Governing the Preparation of Financial
Reports by Public Banks," "Regulations Governing the Preparation of Financial Reports by Securities
Issuers," and IFRS, TAS, IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial
Supervisory Commission, and for such internal control as the management determines is necessary to
enable the preparation of the consolidated financial statements to be free from significant
misstatement whether due to fraud or error.

In preparing the consolidated financial statements, the management is responsible for assessing the
ability of King's Town Bank Co., Ltd. and its subsidiaries as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless
the management either intends to liquidate King's Town Bank Co., Ltd. and its subsidiaries or to cease
operations, or has no realistic alternative but to do so.

The governance unit of King's Town Bank Co., Ltd., and its subsidiaries (including the Audit
Committee or supervisors) is responsible for supervising the financial reporting process.

Independent Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 and audit conducted in accordance with the generally accepted auditing standards
in the Republic of China will always detect a significant misstatement when it exists. Misstatements
can arise from fraud or error. If fraud or errors are considered significant, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.
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As part of an audit in accordance with the generally accepted auditing standards in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also perform the following works:

1. Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design, and perform audit procedures responsive to
those risks, and obtain evidence that is sufficient and appropriate to provide a basis of our
opinion. The risk of not detecting a significant 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. Obtain 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 internal control effective in King's Town Bank Co., Ltd.
and its subsidiaries.

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

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

5. Evaluate the overall expression, structure, and content of the consolidated financial
statements (including related notes) and whether the consolidated financial statements
include the relevant transactions and events expressed adequately.

6. Obtain sufficient and appropriate audit evidence for the consolidated financial information of
the Group to express an opinion on the consolidated financial statements. We are responsible
for guiding, supervising, and implementing the audit of the Group. We remain solely
responsible for our opinion.

We communicate the following events with the governance unit, including the planned scope and
audit time, as well as major audit findings (including significant deficiencies of internal control
identified during the audit process).
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We also provide a statement to the governance unit that the personnel of the CPA Firm who are
subject to the regulation of independence are indeed complying with the independence requirements
in accordance with the Code of Professional Ethics. Also, they communicate to the governance unit
all relationships and matters (including related protective measures) that may be considered as
affecting our independence.

We use the matters communicated with the governance unit to decide the Key Audit Matters for the
audit of the 2020 consolidated financial statements of King's Town Bank Co., Ltd., and its
subsidiaries. We describe these matters in our auditors' 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.

Others

King's Town Bank Co., Ltd. has prepared 2020 and 2019 parent company only financial reports,
and the audit report issued by us with an unqualified opinion and notes included is filed for future
reference.

Ernst & Young Global Limited
The competent authorities approved the financial report of
the public offering company
Auditing and Certification No.:
Jin-Guan-Cheng-6-Zi No. 0950104133
Jin-Guan-Cheng-Shen-Zi No. 1030025503
Shih-Chieh Huang
CPA
Cheng-Tao Chang

February 22, 2021
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King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Balance Sheets
December 31, 2020 and 2019

Unit: NTD thousand

Assets December 31, 2020 December 31, 2019

Code Item Note Amount % Amount %
10000|Assets
11000| Cash and cash equivalents IV/VI.1 $3,982,321 1 $3,548,667 1
11500{ Due from the central bank and call loans to banks IV/IVI.2 12,542,608 4 11,162,682 4
12000| Financial assets measured at FVTPL IVIVI3IVIII 45,032,063 14 34,979,793 13
12100| Financial assets measured at FVTOCI IVIVI4, 27/V1II 48,819,322 15 50,891,550 18
12200| Debt instrument investments measured at amortized cost| 1V/VL.5, 27 18,897,382 6 17,698,135 6
12500| Securities purchased under agreements to resell IVIV1.6 200,248 - 150,022 -
13000| Receivables, net IVIVIL7 5,933,698 2 4,907,384 2
13500| Discounts and loans, net IVIVIVI.8 184,901,230 57 155,350,678 55
15500| Other financial assets, net IV/IVI9 363 - 4,396 -
18500| Property, plant, and equipment, net IVIVI.10, 27 3,376,707 1 2,713,818 1
18600| Right-of-use assets /1VIV1.28 217,504 - 215,683 -
18700 Investment property VI.11 115,036 - - -
19300| Deferred income tax assets IV/VI.31 185,987 - 145,188 -
19500| Other assets, net VI.12 1,253,470 - 974,912 -

Total assets $325,457,939 100 $282,742,908 100

(Please refer to the Notes to the Consolidated Financial Statements)

Chairman: Chen-Chih Tai

Manager: Jih-Cheng Chang

108

Accounting Supervisor: Yu-Hsuan Chen




King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Balance Sheets (continued)
December 31, 2020 and 2019

Unit: NTD thousand

Liabilities and Equity December 31, 2020 December 31, 2019
Code Item Note Amount % Amount %
20000 | Liabilities
21000| Deposits from Central Bank and other banks IV/IVI.13 $21,117,468 7 $14,533,849 5
21500| Due to the Central Bank and banks VI1.14 4,597,650 1 4,395,830 2
22000| Financial liabilities measured at FVTPL IV/VI.15 13,062 - 6,002 -
22500| Securities sold under agreements to repurchase IV/VI.16 21,990,934 7 28,218,020 10
23000| Payables VI1.17 1,601,260 1 1,252,826 1
23200| Current income tax liabilities IV/VI.31 573,272 - 78,459 -
23500| Deposits and remittances VI.18 226,932,674 70 191,798,662 68
25500| Other financial liabilities VI1.18 890,000 - 500,000 -
25600| Provisions IVIVIL.20, 21, 27 394,957 - 383,414 -
26000( Lease liabilities HI/1V/IV1.28 219,898 - 217,256 -
29300| Deferred income tax liabilities IVIVI1.31 299,314 - 135,832 -
29500| Other liabilities V1.22 244,360 - 291,249 -
Total liabilities 278,874,849 86 241,811,399 86
31000 |Equity attributable to shareholders of the parent VI.23
31100| Share capital 11,212,343 3 11,312,343 4
31500, Capital surplus 55,622 - 56,095 -
32000| Retained earnings
32001 Legal reserve 11,438,543 4 10,418,637 4
32003 Special reserve 115,319 - 538,481 -
32011 Unappropriated retained earnings 17,605,151 5 14,596,680 5
32500| Other equity interest v 6,252,901 2 4,107,695 1
32600| Treasury stock v (98,422) - (98,422) -
Total equity attributable to shareholders of the parent 46,581,457 14 40,931,509 14
38000 Non-controlling interest 1,633 - - -
Total equity 46,583,090 14 40,931,509 14
Total liabilities and equity $325,457,939 100 $282,742,908 100

(Please refer to the Notes to the Consolidated Financial Statements)

Chairman: Chen-Chih Tai

Manager: Jih-Cheng Chang

109

Accounting Supervisor: Yu-Hsuan Chen




King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Statements of Comprehensive Income
From January 1 to December 31, 2020 and 2019

Unit: NTD thousand

2020 2019
Code Item Note Amount % Amount %
41000|Interest revenue vV $6,513,084 73| $6,833,454| 80
51000|Less: Interest expenses v (1,267,131) | (14)| (2,078,065) | (24)
Net interest income VI1.24 5,245,953 59 4,755,389 | 56
Non-interest net income
49100| Net service fee income IVIVI.25 1,909,280 21 1,840,557 | 22
49200| Gain on financial assets and financial liabilities measured at FVTPL IVIVI.26 2,028,072 23 1,461,468 | 17
49310 Realized gain or loss on financial assets at FVTOCI vV 306,334 3 128,683 1
49600| Net exchange (loss) gain v (134,144) Q) 181,050 2
49700| Impairment loss on assets IVIV1.27 (512,890) (6) (27,311) -
49800| Other non-interest net income v 64,315 1 153,148 2
Net income 8,906,920 | 100 8,492,984 | 100
58200|Allowances for bad-debts, commitments and guarantees IVIVL7, 8, 27 (744,664) (8) | (2,655,404) | (32)
58400|Operating expenses
58500| Employee benefits expenses VI.21, 29 (1,052,771) | (12)| (1,024,169) | (12)
59000| Depreciation and amortization expenses IV/VI.10, 11, 28, 29 (132,118) Q) (125,212) | (1)
59500| Other business and administrative expenses v (714,845) (8) (784,318) | (9)
61000{Net income before taxes from continuing operations 6,262,522 71 3,903,881 | 46
61003 |Income tax (expense) IV/IVI.31 (771,551) (€)] (504,194) | (6)
64000|Net income after tax 5,490,971 62 3,399,687 | 40
65000|Other comprehensive income (loss)
65200 Items that will not be reclassified to profit or loss IV/VIL.30, 31
65201 Remeasurements of the defined benefit plans (2,903) - 6,589 -
65204| Gain or loss on evaluation of equity instruments at FVTOCI 379,435 4 430,495 5
65220| Income tax expenses related to items that will not be reclassified subsequently to profit or loss 349 - (19,752) -
65300| Items that may be reclassified subsequently to profit or loss IV/VIL.30, 31
65301| Exchange differences from the translation of financial statement (3,825) - (85,655) | (1)
65308| Gain or loss from debt instrument investment measured at FVTOCI 1,739,742 20 4,124,894 | 49
65320| Income tax related to components of other comprehensive income that will be reclassified to profit or loss 459 - 13,122 -
Other comprehensive income (after tax) 2,113,257 24 4,469,693 | 53
66000 | Total comprehensive income (after tax) $7,604,228 86| $7,869,380| 93
67100|Current period after tax net profit and loss attributable to
67101| Owners of the parent company $5,490,966 $3,399,687
67111| Non-controlling interest $5 $-
67300|Current period after tax comprehensive profit and loss attributable to
67301| Owners of the parent company $7,604,223 7,869,380
67311| Non-controlling interest $5 $-
Earnings per share (NTD) VI. 32
67500| Basic earnings per share $4.90 $2.99
67700| Diluted earnings per share $4.90 $2.99

(Please refer to the Notes to the Consolidated Financial Statements)

Chairman: Chen-Chih Tai

Manager: Jih-Cheng Chang
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King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Statement of Changes in Equity
From January 1 to December 31, 2020 and 2019

Unit: NTD thousand

Retained Earnings Other equity items
Unrealized (loss)
Exchange profit of financial
differences assets in other
from the comprehensive
Unappropriate | translation of | income measured at
Capital Legal Special d retained financial fair value through Treasury Non-controlling Total
Items Share capital | surplus reserve reserve earnings statement profit and loss stock Total interest equity

Balance on January 1, 2019 $11,512,343 | $99,585 | $9,555,297 | $100,930 $14,699,482 $28,431 $(497,142) | $(314,865) | $35,184,061 $- | $35,184,061
The 2018 appropriation and distribution of earnings

Appropriation of legal reserve 863,340 (863,340) - -

Appropriation of special reserve 437,551 (437,551) - -

Common stock cash dividends (1,711,852) (1,711,852) (1,711,852)
Net income for the year ended December 31, 2019 - - - - 3,399,687 - - - 3,399,687 - 3,399,687
Other comprehensive income for the year ended December 31, 2019 - - - - (13,163) (72,533) 4,555,389 - 4,469,693 - 4,469,693
Total comprehensive income for the year ended December 31, 2019 - - - - 3,386,524 (72,533) 4,555,389 - 7,869,380 - 7,869,380
Cost of treasury stock repurchase (410,080) (410,080) (410,080)
Disposal of treasury stocks (200,000) | (43,490) (383,033) 626,523 - -
Disposal of equity instruments at FVTOCI (93,550) 93,550 - -
Balance on December 31, 2019 11,312,343 | 56,095 | 10,418,637 | 538,481 14,596,680 (44,102) 4,151,797 (98,422) | 40,931,509 - | 40,931,509
The 2019 appropriation and distribution of earnings

Appropriation of legal reserve 1,019,906 (1,019,906) - -

Reversal of special reserve (423,162) 423,162 - -

Common stock cash dividends (1,677,351) (1,677,351) (1,677,351)
Net income for the year ended December 31, 2020 - - - - 5,490,966 - - - 5,490,966 5 5,490,971
Other comprehensive income for the year ended December 31, 2020 - - - - (2,554) (3,366) 2,119,177 - 2,113,257 - 2,113,257
Total comprehensive income for the year ended December 31, 2020 - - - - 5,488,412 (3,366) 2,119,177 - 7,604,223 5 7,604,228
Cost of treasury stock repurchase (276,924) (276,924) (276,924)
Disposal of treasury stocks (100,000) (473) (176,451) 276,924 - -
Disposal of equity instruments at FVTOCI (29,395) 29,395 - -
Change in non-controlling interest 1,628 1,628
Balance on December. 31, 2020 $11,212,343 | $55,622 | $11,438,543 | $115,319 $17,605,151 $(47,468) $6,300,369 $(98,422) | $46,581,457 $1,633 | $46,583,090

Chairman: Chen-Chih Tai

(Please refer to the Notes to the Consolidated Financial Statements)

Manager: Jih-Cheng Chang
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King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Statement of Cash Flows
From January 1 to December 31, 2020 and 2019

Unit: NTD thousand

2020 2019 2020 2019
Items Amount Amount Items Amount Amount
Cash flows from operating activities: Cash flows from investing activities:
Profit before tax for the period $6,262,522 $3,903,881 | Acquisition of property and equipment (721,055) (396,868)
Adjustments: Proceeds from disposal of property and equipment 6,027 41,921
Non-cash income and expense items Acquisition of investment property (115,488) -
Expected credit impairment loss/bad debt expense 744,664 2,655,404 | Acquisition of subsidiaries (less the cash received) (142,895) -
Impairment loss on assets 512,890 27,311 Net cash (outflow) from investing activities (973,411) (354,947)
Depreciation and amortization expenses 132,118 125,212 |Cash flows from financing activities:
Net interest income (5,245,953) (4,755,389) | Due to the Central Bank and banks increase 201,820 957,190
(Gains) on disposal and retirement of property, plant and equipment (106) (19,291) | Securities sold under agreements to repurchase (decrease) (6,227,086) (1,098,476)
(Gains) on disposal of other assets (88) (1) | Cash dividend paid (1,677,351) (1,711,852)
(Gain) on bargain purchase (7,661) - | Repayment of the principal amount of lease liabilities (79,264) (78,122)
Changes in operating assets and liabilities Cost of treasury stock repurchase (276,924) (410,080)
Due from the Central Bank and call loans to banks (increase) (655,248) (172,399) Net cash inflow (outflow) from financing activities (8,058,805) (2,341,340)
Financial assets measured at FVTPL (increase) (10,037,748) (3,192,996)
Receivables (increase) (1,124,378) (1,473,729) |Effect of exchange rate changes on cash and cash equivalents (3,825) (85,655)
Discount and loan (increase) (30,116,447) (5,679,720)
Financial assets measured at FVTOCI decrease 3,696,285 7,123,745 |Current cash and cash equivalents increase (decrease) 1,208,558 (4,122,294)
Debt instrument investments measured at amortized cost (increase) (1,200,000) (100,000) |Cash and cash equivalents at beginning of year 9,374,376 13,496,670
Other assets decrease (increase) 4,033 (917) |Cash and cash equivalents at end of the year $10,582,934 $9,374,376
Other assets (increase) (157,029) (96,331)
Deposits from the Central Bank and banks increase (decrease) 6,583,619 (5,403,402)
Financial liabilities measured at FVTPL increase (decrease) 7,060 (19,782) |Composition of cash and cash equivalents
Payables increase (decrease) 332,682 (1,045,778) |Cash and cash equivalents recorded on the consolidated balance sheets $3,982,321 $3,548,667
Due from the Central Bank and call loans to banks meeting the definition
Deposits and remittances increase 35,134,012 3,365,738 |of cash and cash equivalents as stated in IAS No. 7 "Cash Flow 6,400,365 5,675,687
Statements"
Other financial liabilities increase (decrease) 390,000 (730,000)
Investments in bills and bonds under resale agreements meeting the
Liability reserve (decrease) (70,303) (37,660) |definition of cash and cash equivalents as stated in IAS No. 7 "Cash 200,248 150,022
Flow Statements"
Other liabilities (decrease) (47,124) (41,270)
Interest received 6,575,035 6,954,067
Interest paid (1,313,272) (2,087,515) |Cash and cash equivalents at end of the year $10,582,934 $9,374,376
Income tax paid (154,964) (639,530)
Net cash inflow (outflow) from operating activities 10,244,599 (1,340,352)

Chairman: Chen-Chih Tai

(Please refer to the Notes to the Consolidated Financial Statements)

Manager: Jih-Cheng Chang
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King's Town Bank Co., Ltd. and its subsidiaries
Notes to the Consolidated Financial Statements
From January 1 to December 31, 2020 and 2019
(In Thousands of New Taiwan Dollars, unless otherwise specified)

Company History

1. King's Town Bank Co., Ltd. (hereinafter referred to as the "Group") was restructured
from Tainan District Joint Saving Co., Ltd, on January 1, 1978. The Group had applied
for restructuring into a commercial bank according to the resolution reached in the
extraordinary Shareholders' Meeting on November 29, 2005 and was renamed as "King's
Town Bank Co., Ltd." The Company started trading on the Taiwan Stock Exchange
Corporation since July 2983. The place of registration and the general management office
are located at No. 506, Section 1, Ximen Road, West Central District, Tainan City, and
branches are setup nationwide.

2. The Group's main business services are: (1) accepting check deposits, (2) accepting other
deposits, (3) issuing financial bonds, (4) handling loans, (5) handling bill discounts, (6)
handling various investment businesses, (7) handling domestic and foreign exchange, (8)
handling draft acceptance, (9) issuing domestic and foreign letters of credit, (10) handling
domestic and foreign guarantees, (11) handling collections and advances, (12) handling
the depository and agency services related to the various businesses listed above, and (13)
other business chartered by the government.

3. The Company is also the ultimate controller of the Group to which it belongs.

4. The Group had 1,010 and 999 employees as of December 31, 2020 and 2019,
respectively.

Approval Date and Procedures of the Financial Statements

The consolidated financial statements of the Group for the period of January 1 to December 31,
2020 and 2019 were approved for publication by the Board of Directors on February 22, 2021.

Application of New, Revised, and Amended Standards and Interpretations

1. Changes in accounting policies resulting from the first-time application of International
Financial Reporting Standards.

The Group has adopted the International Financial Reporting Standards, International
Accounting Standards, International Financial Reporting Interpretations or Notices that
have been approved by the Financial Supervisory Commission (hereinafter referred to as
the "FSC") for application after January 1, 2020. The first-time application has no
significant impact on the Group.

2. The Group has not adopted the following new publication, revision and amendments or
interpretations announced by International Accounting Standards Board and approved by the FSC.
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Notes to the Consolidated Financial Statements of King's Town Bank Co., Ltd., and
Subsidiaries (continued)
(In Thousands of New Taiwan Dollars, unless otherwise specified)

New/Amended/Revised Standards and The effective date announced

No. Interpretations by the International Accounting
P Standards Board
1 |Interest rate benchmark reform - Phase I1 January 1, 2021

(Amendments to IFRS 9, IAS 39 and IFRS 7,
IFRS4 and IFRS 16)

(1) Interest rate benchmark reform - Phase II (Amendments to IFRS 9, IAS 39 and

IFRS 7, IFRS 4 and IFRS 16)

The impacts of Phase II Interest Rate Benchmark Reform on the financial

statements include:

A. Regarding cash flows of financial instruments, the carrying amounts thereof will
not be de-recognized or adjusted due to the changes in the reform. Instead,
changes result directly from interbank offered rates (IBORs) will be accounted
for by updating the effective interest rates;

B. If a hedging relationship is subject to hedging accounting, the hedging
relationship will still be subject to hedging accounting regardless of changes in
the requirements of the reform; and

C. The Group is required to disclose the risks arise from the reform and the Group’s
risk management in the transition.

The Group evaluates that the amendments which are to be adopted in the fiscal year
starting January 1, 2021 have no significant impact on the Group.

3. As of the date of the issuance of the financial report, the Group has not adopted the
following new publication, revision, and amendments or interpretations announced by
International Accounting Standards Board and approved by the FSC.

New/Amended/Revised Standards and The effective date announced

No. Interpretations by the International Accounting
Standards Board
1 |[Amendments to IFRS 10 - Consolidated Financial To be determined by
Statements, and [AS 28 - Investments in International Accounting
Associates and Joint Ventures - Sale or Standards Board

Contribution of Assets between an Investor and
its Associate or Joint Venture

2 |IFRS 17 "Insurance Contracts" January 1, 2023

3 |Liabilities classified as current or non-current January 1, 2023
(Amendment to IAS 1)

4 |Narrow-scope amendments of IFRS, including January 1, 2022

Amendments to IFRS 3, Amendments to IAS 16,
Amendments to IAS 37 and the Annual

Improvements

5 |Disclosure Initiative - Accounting Policies January 1, 2023
(Amendment to IAS 1)

6 |Definition of Accounting Estimates (Amendment January 1, 2023
to IAS 8)
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1)

)

Amendments to IFRS 10 - Consolidated Financial Statements, and IAS 28 -
Investments in Associates and Joint Ventures - Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

The amendments addressed the inconsistency between the requirements in IFRS 10
"Consolidated Financial Statements" and IAS 28 "Investments in Associates and
Joint Ventures," in dealing with the loss of control of a subsidiary that is contributed
to an associate or a joint venture. IAS 28 restricts gains and losses arising from
contributions of non-monetary assets to an associate or a joint venture shall be
offset through downstream sale. IFRS 10 requires full profit or loss recognition
other loss of control of the subsidiary. IAS 28 was amended so that the gain or loss
resulting from the sale or contribution of assets as defined in IFRS 3 shall be
recognized in full.

IFRS 10 was also amended so that the gains or loss resulting from the sale or
contribution of a subsidiary that does not constitute a business as defined in [FRS 3
between an investor and its associate or joint venture is recognized only to the
extent of the unrelated investors' interests in the associate or joint venture.

IFRS 17 - Insurance Contracts

This standard provides a comprehensive model to insurance contracts, including all

accounting treatment (recognition, measurement, expression, and disclosure

principle). The core of the standard is general, and under this model, initial

recognition measures the insurance contract group by the combination of the cash

flow from performance obligation and contract service margin, wherein the

performance obligation cash flow includes:

A. Estimated future cash flow

B. Discount rate: Adjustments that reflect the time value of money and the financial
risks (within the estimation range of the future cash flow that does not include
financial risk) associated with future cash flows; and

C. Adjustment of non-financial risks

The carrying amount of the insurance contract group at the end of each reporting
period is the sum of the remaining security liabilities and the claims liabilities
incurred.

In addition to the general model, the standard also provides:

A. Specific applicable methods with contracts characterized by direct participation
(variable fee method)

B. Simplified short-term contract method (premium allocation approach)

IFRS 17 was issued in May 2017 and it was amended in June 2020. The
amendments include deferral of the date of initial application of IFRS 17 by two
years to annual beginning on or after 1 January 2023 (from the original effective
date of January 1, 2021); provide additional transition reliefs; simplify some
requirements to reduce the costs of applying IFRS 17 and revise some requirements
to make the results easier to explain. IFRS 17 replaces an interim standard - IFRS 4
Insurance Contracts - from annual reporting periods beginning on or after January
1,2023.
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Liabilities classified as current or non-current

This amendment targets sections 69-76 in IAS 1 - Presentation of Financial
Statements concerning the classification of liability as either current or non-current.

Narrow-scope amendments of IFRS, including Amendments to IFRS 3,
Amendments to IAS 16, Amendments to IAS 37 and the Annual Improvements

A. Updating a Reference to the Conceptual Framework (Amendments to IFRS 3)
The amendments updated IFRS 3 by replacing a reference to an old version of
the Conceptual Framework for Financial Reporting with a reference to the latest
version, which was issued in March 2018. The amendments also added an
exception to the recognition principle of IFRS 3 to avoid the issue of potential
"day 2" gains or losses arising for liabilities and contingent liabilities. Besides,
the amendments clarify existing guidance in IFRS 3 for contingent assets that
would not be affected by replacing the reference to the Conceptual Framework.

B. Property, Plant and Equipment: Proceeds before Intended Use (Amendments to
IAS 16)
The amendments prohibit a company from deducting from the cost of property,
plant, and equipment amounts received from selling items produced while the
company is preparing the asset for its intended use. Instead, a company will
recognize such sales proceeds and related cost in profit or loss.

C. Onerous Contracts - Cost of Fulfilling a Contract (Amendments to IAS 37)
The amendments clarify what costs a company should include as the cost of
fulfilling a contract when assessing whether a contract is onerous.

D. Annual Improvements to IFRS Standards D.2018 - 2020

Amendment to IFRS 1

The amendment simplifies the application of I[FRS 1 by a subsidiary that
becomes a first-time adopter after its parent in relation to the measurement of
cumulative translation differences.

Amendment to IFRS 9 Financial Instruments

The amendment clarifies the fees a company includes when assessing whether
the terms of a new or modified financial liability are substantially different from
the terms of the original financial liability.

Amendment to lllustrative Examples Accompanying IFRS 16 Leases
The amendment to Illustrative Example 13 accompanying IFRS 16 modifies the
treatment of lease incentives relating to lessee's leasehold improvements.
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Amendment to IAS 41

The amendment removes a requirement to exclude cash flows from taxation
when measuring fair value thereby aligning the fair value measurement
requirements in IAS 41 with those in other IFRS Standards.

(5) Disclosure Initiative - Accounting Policies (Amendment to IAS 1)

The objective of the amendment was to improve accounting policy disclosures and
help stakeholders provide more relevant information for investors and primary
users of financial statements.

(6) Definition of Accounting Estimates (Amendment to IAS 8)

The amendments introduced the definition of accounting estimates and included
other amendments to IAS 8 (Accounting Policies, Changes in Accounting
Estimates and Errors) to help entities distinguish changes in accounting estimates
from changes in accounting policies.

The aforementioned standards or interpretations have been issued by the IASB but have
yet to be approved by the FSC. The actual date of application is subject to the
requirements of the FSC. The new announcement or amendment of the standard or
interpretation has no significant impact on the Group.

V. Summary of Significant Accounting Policies

1.

Compliance Statement

The Group's consolidated financial reports for the period from January 1 to December 31,
2020 and 2019 are prepared in accordance with the "Regulations Governing the
Preparation of Financial Reports by Public Banks," "Regulations Governing the
Preparation of Financial Reports by Securities Issuers," as well as International Financial
Reporting Standards (IFRS), International Accounting Standards (IAS), IFRIC
Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and effected by the
Financial Supervisory Commission.

Basis of preparation

Besides the consolidated financial instruments measured at fair value, the Individual
Financial Statements are prepared on the basis of historical costs. Unless otherwise
specified, the consolidated financial statements are denoted in thousands of New Taiwan
Dollars (NTD 1,000).

Consolidation

The basis of preparation for consolidated financial statements
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When the Company is exposed to the varied remunerations participated by the investees

or is entitled to the varied remunerations and is capable of affecting the remunerations

through the authority over the investees, the controlling is achieved. The Company will

only have control over the investee when the following three criteria of control have been

met:

(1) The power over the invested company (i.c. having the vested rights to lead the
relevant activities)

(2) The risk exposure or right of the variable returns from participating in the invested
company, and

(3) The ability to influence the amount of returns of the invested company by exercising
power over the invested company

When the Company directly or indirectly holds less than a majority of the voting rights or
similar rights of the invested company, the Company considers all relevant facts and
circumstances to assess whether it has power over the invested company, including:

(1) Contractual agreements with other voting rights holders of the invested company;
(2) Rights arising from other contractual agreements;

(3) Voting rights and potential voting rights

When facts and circumstances indicate that one or more of these criteria for control have
changed, the Company shall immediately re-assess whether it still has control over the
invested company.

Starting from the acquisition date (when the Company obtains control), the subsidiary
will be completely included in the Consolidated Financial Statements until the control
over the subsidiary is lost. The accounting cycle and accounting policy of the subsidiary's
financial statements will follow those of the parent company. All balances and
transactions in the Group and unrealized internal gains and losses arising from internal
transactions within the Group and dividends will be completely written off.

If control over the subsidiary is not lost, changes in shares held in the subsidiary will be
treated as equity transactions.

A subsidiary's total comprehensive income is attributed to the shareholders of the
Company and non-controlling interests, even if non-controlling interests become deficit
balance in the process.

If the Company's control over the subsidiary is lost, then:

(1) Subsidiary's assets (including goodwill) and liabilities will be derecognized;

(2) Carrying amount of any non-controlling interests will be derecognized,;

(3) Fair value of the considerations acquired will be recognized,;

(4) Fair value of any retained investments will be recognized;

(5) Any gains or losses will be recognized as income or loss in the period,

(6) Amounts recognized in other comprehensive income by the parent company will be
reclassified as gains or losses in the period.
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The main business entity of the consolidated financial statements is as follows:

Principal Percentage of ownership
Investor Name Name of subsidiaries busmgss 20201231 2019.12.31
operation
The Company Tainan Life Insurance  Insurance agency (Note 1) (Note 1)
Agency Co., Ltd. business
The Company Fuchen Property Insurance agency (Note 1) (Note 1)
Insurance Agency Co., business
Ltd.
The Company Kings Town Bank Leasing 100.00% 100.00%
International Lease
Corporation
The Company WanTai Securities Securities 99.51% (Note 2)
Corporation brokerage
Kings Town Bank  Kings Town Intl. Construction 100.00% 100.00%
International Lease ~ Construction Management
Corporation Management
Corporation

The total profit or loss of the subsidiaries in the years ended December 31, 2020 and 2019
were NTD 137,539 thousand and NTD 210,376 thousand, respectively.

Note 1.

Note 2.

In order to integrate resources, reduce operating costs, and exercise business
synergy, the Company's Board of Directors had resolved on June 6, 2016, to
merge with Tainan Life Insurance Agency Co., Ltd. and Fuchen Property
Insurance Agency Co., Ltd. The Company is the continuing business entity after
the merger. Tainan Life Insurance Agency Co., Ltd. and Fuchen Property
Insurance Agency Co., Ltd. were discontinued. The said merger was approved
by the competent authority on March 8, 2019. The Board of Directors had
resolved on March 25, 2019, to schedule the merger base date on June 3, 2019.
In order to provide clients with a comprehensive and diverse finance service, it is
resolved at the board meeting on October 12, 2020 that the Company acquires
WanTai Securities Corporation by cash. The investment was approved by the
competent authority on October 27, 2020. The Company obtained control and
included the subsidiary in the Group’s consolidated financial statements on
November 3, 2020.

Foreign currency transactions

The consolidated financial statements of the Group are expressed in the Company’s
functional currency (New Taiwan Dollars). Each subsidiary of the Group determines its
own functional currency and measures its financial statements in that functional currency.
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Transactions in foreign the currencies from the consolidated entities are recorded by their
respective functional currency rates at the date of the transaction. At the end of every
reporting period, items denoted in foreign currencies will be translated at the closing
exchange rate of the day. Non-monetary foreign currency items measured at fair value
will be translated using the exchange rate on the date when the fair value is measured.
Non-monetary foreign currency items measured at historical cost are translated at the
exchange rate of the date of the transaction.

Except for the following items, exchange differences resulting from delivery or exchange

of monetary items will be recognized as gain or loss as they occur:

(1) For the foreign currency borrowings arising from acquiring assets that meet the
requirements, the resulting exchange differences are treated as an adjustment to the
interest cost and are capitalized as part of the borrowing cost.

(2) Foreign currency projects subject to the provisions of IFRS 9 "Financial
Instruments" are treated in accordance with the accounting policies of financial
instruments.

(3) For the monetary items of the reporting entity that are an integral part of the net
investment in the foreign operating institution, the resulting exchange differences
were originally recognized in other comprehensive income and are reclassified from
equity to profit or loss when the net investment is disposed.

When the profit or loss of a non-monetary item is recognized as other comprehensive
income, any exchange profit or loss is recognized in other comprehensive income. When
the profit or loss of a non-monetary item is recognized in profit or loss, any exchange
profit or loss is recognized in profit or loss.

Translation of financial statements in foreign currency

When preparing the consolidated financial statements, the assets and liabilities of foreign
operating institutions are translated into New Taiwan Dollars at the closing exchange rate
on the balance sheet date. The income and loss items are translated at the average
exchange rate for the current period. The income and loss items are translated at the
average exchange rate for the current period. The exchange difference arising from the
conversion is recognized as other comprehensive income. When the foreign operating
institution is closed, the accumulated exchange difference previously recognized in other
consolidated profit or loss and included in the equity is reclassified from the equity to the
profit or loss at the time of recognizing the disposal profit or loss.

Cash and cash equivalents

Cash and cash equivalents are cash on hand, demand deposits, and short-term and highly
liquid time deposits or investments (including time deposits with a contract period within
12 months) that are readily convertible into fixed cash amount and have a very low risk of
changes in value. For the Consolidated Statement of Cash Flows, it also includes the
deposits at the Central Bank, interbank lending, and resell (RS) bill and bond investments
in accordance with the cash and cash equivalent stipulated in IAS 7 that is approved by
the FSC.
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Bonds Purchased under Resell/Notes Issued under Repurchase Agreements

The accounting process of RP/RS and bond transactions is as follows: (1) For an RP bill
transaction, credit the RP bill and bond liability. The trade difference is booked as an
interest expense; (2) For an RS bill transaction, debit the RS bill and bond investment.
The trade difference is booked as interest income.

Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes a party
to the financial instrument contract.

Financial assets and financial liabilities subject to the provisions of IFRS 9 "Financial
Instruments" at the time of original recognition, were measured at fair value. The
acquisition or issuance transaction costs that are directly attributable to the financial
assets and financial liabilities (except for financial assets and financial liabilities that are
classified as measured at fair value through profit or loss) are added or subtracted from
the fair value of the financial assets and financial liabilities.

(1) Recognition and measurement of financial assets

The recognition and de-recognition of all the financial assets of the Group are
handled with the trade date accounting.

The Group uses the following two items to have financial assets classified as
subsequently measured at amortized cost, measured at fair value through other
comprehensive income, or measured at fair value through profit or loss:

A. Operating model of financial assets management

B. Contractual cash flow characteristics of financial assets

Financial assets measured at cost after amortization

Financial assets that meet the following two conditions are measured at amortized

cost and booked in the balance sheet in terms of notes receivable, accounts

receivable, financial assets measured at amortized cost, and other receivables.

A. Business model used in managing the financial assets: financial asset is held to
receive contractual cash flows

B. Contractual cash flow characteristics of financial assets: cash flow is entirely for
the payment of principal and interest on the amount of outstanding principal.

These financial assets (excluding those involved in hedging) are subsequently
measured at amortized cost [the amount measured at the time of original recognition,
less the principal paid, plus or minus the cumulative amortization amount (with the
effective interest method) between the original amount and the amount due), and
adjusting the allowance for loss]. For de-recognition, the benefits or losses are
recognized in profit or loss through amortization procedures or recognition of
impairment profit or loss.

Interest that is calculated with the effective interest method (having the effective
interest rate multiplied by the total book value of financial assets) or the following
conditions is recognized in profit or loss:
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A. For a credit impairment financial asset purchased or originated, have the
effective interest rate after credit adjustment multiplied by the amortized cost of
financial assets.

B. Other than those stated in the preceding paragraph, but which subsequently
become credit impaired, have the effective interest rate multiplied by the
amortized cost of the financial assets.

Financial assets at FVTOCI

The Group uses the following two items to have financial assets classified as

subsequently measured at amortized cost, measured at fair value through other

comprehensive income, or measured at fair value through profit or loss:

A. Operating model of financial assets management: Collect contractual cash flows
and sell financial assets.

B. Contractual cash flow characteristics of financial assets: cash flow is entirely for
the payment of principal and interest on the amount of outstanding principal.

The recognition of the profit or loss related to such financial assets is as follows:

A. Before de-recognition or reclassification, except for the impairment profit or
loss and foreign currency exchange gains and losses recognized in profit or loss,
the profit or loss is recognized in other comprehensive income.

B. At the time of de-recognition, the cumulative profit or loss previously
recognized in other comprehensive income is reclassified from equity to profit
or loss as reclassification adjustment.

C. Interest that is calculated with the effective interest method (having the effective
interest rate multiplied by the total book value of financial assets) or the
following conditions is recognized in profit or loss:

(@) For a credit impairment financial asset purchased or originated, have the
effective interest rate after credit adjustment multiplied by the amortized
cost of financial assets.

(b) Other than those stated in the preceding paragraph, but which subsequently
become credit impaired, have the effective interest rate multiplied by the
amortized cost of financial assets.

In addition, for equity instruments applicable to IFRS 9 and are not held as
available-for-sale or applicable as a contingent consideration by the acquirer in
business consolidation in IFRS 3, during initial recognition, the Company will
choose (this is not reversible) to state its subsequent fair value changes in the other
comprehensive income (loss). Amounts stated in other comprehensive income
cannot be converted to income or loss (during disposal of such equity instrument, the
accumulated amount stated in other equity item will be directly transferred to
retained earnings), and will be stated in the Balance Sheet as financial assets
measured at fair value through other comprehensive income (loss). Investment
dividends will be recognized in income or loss, unless such dividends clearly
represent a portion of the investment cost.
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Financial assets measured at FVTPL

In addition to the aforementioned measurement at cost after amortization for having
met certain conditions or measurement at fair value through other comprehensive
income (loss), financial assets are all measured at fair value through income or loss,
and are stated in the balance sheet as financial assets at fair value through profit or loss.

These financial assets are measured at fair value, and any gain or loss from their
revaluation will be recognized as profit or loss. The gain or loss recognized as profit
or loss includes any dividend or interest received from the financial asset.

Impairments of financial assets

For the debt instrument investments measured at fair value through other
comprehensive income, debt instrument investments measured at amortized cost,
and off-balance sheet debt instrument, the Group has them recognized as expected
credit loss and with the allowance for loss measured. For the debt instrument
investment measured at fair value through other comprehensive income, allowance
for loss is recognized in the other comprehensive income (loss), and the book value
of the investment will not be reduced. Loans and receivables and off-balance sheet
credit assets are recognized and measured in accordance with the expected credit
losses. Also, adequate allowances, guaranteed liability reserves, and financing
commitment reserves are appropriated according to whichever is higher according to
the "Regulations Governing the Procedures for Banking Institutions to Evaluate
Assets and Deal with Non-performing/Non-accrual Loans."

The Group measures expected credit losses to reflect the following:

A. An amount that is unbiased and weighted by probability through evaluating
each possible outcome

B. Time value of money

C. Reasonable and corroborative information (that can be obtained on the balance
sheet date without excessive costs or inputs) relating to past events, current
conditions, and future economic forecasts

The methods used for measuring allowance for loss are as follows:

A. Itis measured by the 12-month expected credit loss amount: Including the credit
risk that has not increased significantly since the original recognition of the
financial assets, or it is determined as low credit risk on the balance sheet date.
In addition, this also includes those with allowance loss measured by the
expected credit loss during the previous reporting period, but no longer meets
the condition in which the credit risk has significant increased since the original
recognition on the balance sheet date.

B. The expected credit loss amount for the duration: Includes the significant
increase in credit risk of the financial assets since the original recognition, or the
financial assets with credit impairment purchased or originated.

C. For accounts receivable or contractual assets arising from transactions within
the scope of IFRS 15, the Group measured the allowance for loss with the
expected credit loss amount of the duration.

D. For the rent receivables arising from the transactions as stipulated in IFRS 16,

the Group uses the expected credit losses for the duration of the period to
measure the allowance for losses.
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In addition to the aforementioned assessments, the Group also has the credit assets
assessed and classified according to the following classification methods by referring
to the "Regulations Governing the Procedures for Banking Institutions to Evaluate
Assets and Deal with Non-performing/Non-accrual Loans." Regarding the
classification methods, except for the normal credit assets classified in Category I,
non-performing credit assets are evaluated according to the status of the loan
collateral and the length of time overdue, which are classified as Category II "Special
Mention," Category III "Expected to be Recovered," Category IV "Doubtful" and
Category V "Losses."

The allowance for bad debt is appropriated for a minimum amount equivalent to the
total of 1% of net Category I credit assets of the obligation to Taiwanese government
agencies, 2% of Category II credit assets, 10% of Category III credit assets, 50% of
Category IV credit assets, and 100% of Category V credit assets.

On each balance sheet date, the Group assesses whether the credit risk of financial
instruments after the original recognition has increased significantly by comparing
the changes in the default risk of the financial instruments on the balance sheet date
and the original recognition date. In addition, please refer to Note XIV for
information related to credit risk.

Derecognized financial assets

The Group's financial assets will be derecognized when one of the following

conditions occurs:

A. The contractual right from the cash flow of the financial asset is terminated.

B. When nearly all risk and compensations associated with ownership of a
financial asset has been transferred.

C. Nearly all risk and compensations associated with ownership of an asset has
neither been transferred nor retained, but the control of the asset has been
transferred.

When a financial asset is derecognized in its entirety, the difference between its
carrying amount and any cumulative gain or loss that has been received or is
receivable and recognized in other comprehensive income (loss), will be recognized
in profit or loss.

Financial liabilities and equity instruments

Classification of liability or equity

The Group classifies the liabilities and equities instrument issued as financial
liability or equity in accordance with the substance of the contractual arrangement
and the definitions of a financial liability, and an equity instrument.
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Equity instruments

Equity instruments refer to any contract with residual interest after subtracting all
liabilities from assets. Equity instruments issued by the Group are recognized by the
acquisition cost minus direct distribution costs.

Hybrid instruments

The Group recognizes the financial liabilities and equity components of the
convertible corporate bonds issued in accordance with contractual terms. In addition,
the conversion of corporate bonds issued is based on the assessment of whether the
economic characteristics and risks of the embedded purchase and sale rights are
closely related to the primary debt commodity before classifying the equity elements

For liabilities that do not involve derivatives, the fair value is measured using the
market interest rate of a bond of comparable nature and without conversion
characteristics. This amount is classified as a financial liability measured by
amortized cost before conversion or redemption settlement. For other embedded
derivatives that are not closely related to the risk characteristics of the principal
contract (for instance, the embedded buy back and redemption rights are confirmed
to be substantially inconsistent with the amortized cost of the debt commodity on
each execution date), they will be classified as components of liability and is
measured at fair value through profit or loss in subsequent periods except for equity
components. The amount of the equity component is determined by the conversion of
fair value of the corporate bonds subtract the component of the liability, and the
carrying amount will not be remeasured in subsequent accounting periods. If the
issued conversion corporate bonds from the Group do include an equity element,
they are handled in accordance with IFRS 9 Hybrid Instruments.

The transaction costs are allocated to the liability and equity components in
proportion to the ratio of the convertible corporate bonds' allocations to liability and
equity components during initial recognition.

When holder of the convertible corporate bonds should request to exercise
conversion rights before the maturity of the convertible bond, the person should
adjust the carrying amount of the liability component element to the carrying amount
at the time of exercise as the basis of entry for issuance of ordinary shares.

Financial liabilities

Financial liabilities subject to the provisions of IFRS 9 are classified, at the original
recognition, as financial liabilities measured at fair value through profit or loss or
financial liabilities measured at amortized cost.

Financial liabilities measured at fair value through profit and loss

Financial liabilities at fair value through profit or loss include available-for-sale
financial liabilities and designated financial liabilities at fair value through profit and
loss.

A financial asset will be classified as available-for-sale when it meets one of the
following conditions:
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The primary purpose for acquisition of the asset is short-term sales;

It is part of an identifiable financial instrument combination of the consolidated
management at the time of initial recognition, and there is evidence that the
combination is a short-term profit operating model in the near future; or

C. It is a derivative (except for financial guarantee contract or a designated and
effective hedging instrument).

w >

For contracts that include one or multiple embedded derivative instruments, the

entire hybrid (integrated) contract could be designated as a financial instrument at

fair value through profit or loss. In addition, when it meets one the following

conditions and can provide more relevant information, it could be designated as at

fair value through profit or loss during initial recognition:

A. The designation can eliminate or significantly reduce the inconsistency of
measurement or recognition; or

B. The performance of a group of financial liabilities or a group of financial assets
and financial liabilities is managed and assessed on a fair value basis according
to the written risk management or investment strategies; also, the portfolio
information provided to the management within the consolidated company is
also based on the fair value.

The benefits or losses arising from the re-measurement of such financial liabilities
are recognized in profit or loss. The gain or loss recognized in profit or loss includes
any interest paid on the financial liability.

Financial liabilities measured at amortized cost

Financial liabilities measured at amortized cost include accounts payables and loans, and
will continue to be measured through effective interest method after initial recognition.
When financial liabilities are derecognized and amortized using effective interest
method, related gain or loss and amortization will be recognized in profit or loss.

Calculation of the amortized cost will take discount or premium during acquisition
and transaction cost into consideration.

De-recognition of financial liabilities

When the obligation of a financial liability is terminated, canceled or no longer
effective, the financial liability will be derecognized.

When the Group and the creditors exchange debt instruments with significant
differences, or make major changes to all or part of the existing financial liabilities
(whether due to financial difficulties or otherwise), treatment will include
derecognition of the original liabilities and the recognition of new liabilities, During
derecognition of financial liabilities, the difference between the carrying amount and
the total amount of the consideration paid or payable, including the transferred
non-cash assets or liabilities assumed, is recognized in profit or loss.

Offsetting of financial assets and financial liabilities
Financial assets and financial liabilities can only be offset and presented in net terms
on the balance sheet only when the recognized amounts currently contain exercise of

legal rights for offset and are intended to be settled on a net basis or can be realized
simultaneously and the debt can be settled.
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Derivatives

Derivatives held or issued by the Group are used to hedge exchange rate risk and interest
rate risk, of which, the designated and effective hedging items are reported as hedging
assets or liabilities on the balance sheet. For those not designated but effective hedging,
they are presented on the balance sheet as financial assets or financial liabilities measured
at fair value through profit or loss.

Derivative instruments are initially recognized at fair value on the date on which a
derivative contract is entered into and are subsequently remeasured at fair value.
Derivatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative. Changes in fair value of derivatives are
recognized directly in profit or loss. In the case of effective cash flow hedging and
foreign operating institutions net investment hedging, it is recognized in profit or loss or
equity based on the type of hedging.

For the main contract that is a non-financial asset or non-financial liability, when it is
embedded in the derivative of the main contract, its economic characteristics and risks
are not closely related to the main contract; also, when the main contract is not measured
at fair value through profit or loss, the embedded derivative should be treated as an
independent derivative.

Fair value measurement

Fair value refers to the price required or transferred to an asset in an orderly transaction
between market participants on a measurement date. Fair value measurement assumes
that the transaction for the asset being sold or liability being transferred takes place in one
of the following markets:

(1) Principal market of the asset or liability, or

(2) If no principal market exists, the most favorable market for the asset or liability

The Group needs to be able to enter the principal or most favorable market in order to
carry out the transaction.

Fair value measurement of the asset or liability uses the assumption that market
participants would adopt while pricing the asset or liability, where the assumption is that
the market participants would take the most favorable economic conditions into
consideration.

The fair value measurement of a non-financial asset takes into consideration the market
participant's use of the asset for its highest price and best use or by selling the asset to
another market participant who will use the asset for its highest price and best use to
generate economic benefits.

The Group uses valuation techniques that are appropriate and relevant in the relevant

circumstances to measure fair value and maximize the use of observable inputs and to
minimize the use of unobservable inputs.
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11. Impairment of non-financial assets

At the end of every reporting period, the Group will evaluate all assets for indicators of
impairment pursuant to IAS 36 - Impairment of Assets. If signs of impairment exist or if
regular annual impairment test is required for a certain asset, the Group will test it on the
basis of individual assets or the cash generating unit to which the asset belongs. If result
of the impairment test indicates that the carrying amount of the asset or the cash
generating unit to which the asset belongs is greater than its recoverable amount,
impairment loss will be recognized. The recoverable amount is the higher of fair value
net of the disposal cost or the value in use.

At the end of every reporting period, the Group will evaluate all assets except for
goodwill for indicators of whether previously recognized impairment loss no longer
exists or has been reduced. If such signs exist, the Group will estimate the recoverable
amount of the asset or the cash generating unit. If the estimated service potential of the
asset changes, resulting in an increase in the recoverable amount, the impairment will be
reversed to profit or loss. However, the carrying amount after reversal shall not exceed
the amount of the depreciation or amortization of the asset after deducting the
depreciation or amortization.

Impairment loss and reversal of continuing operations will be recognized in profit or loss.
12. Collateral accepted

The accepted collateral is booked at the cost of acceptance. Also, it is valued at the end of
the period at the lower of cost or fair value net of selling cost (net realizable value).

13. Property, plant, and equipment

Property, plant, and equipment are recognized at the acquisition net cost of accumulated
depreciation and accumulated impairment. The aforementioned cost includes the cost of
dismantling, removing, and restoring the location of the property, plant, and equipment
and the necessary interest expense arising from the construction in progress.
Depreciation is provided separately for the significant parts of the property, plant, and
equipment. When major parts of property, plant, and equipment are subject to periodic
replacement, the Group treats the parts as an individual asset and recognizes it separately
with specific periods of durability and depreciation method. The book value of these
replaced parts is derecognized in accordance with the provision of IAS 16 "Property,
Plant, and Equipment." If the major repair and maintenance costs are in compliance with
the recognition conditions, they are recognized as replacement costs and are recognized
as part of the plant and equipment book value. Other repair and maintenance expenses are
recognized in profit or loss.

Depreciation of the parent company is calculated and appropriated in accordance with the
declining balance method and the estimated useful life of the following assets:

Buildings and structures 3 to 60 years
Transport equipment 310 5 years
Other equipment 3to 10 years
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Depreciation of the subsidiaries is calculated and appropriated in accordance with the
straight-line method and the estimated useful life of the following assets:

Other equipment 3 to 10 years

After the original recognition of the property, plant, and equipment or any significant
parts, if it is disposed or no economic effect arising from the use or disposal is expected,
it will be derecognized and recognized in profit or loss.

The residual value, years of useful life, and depreciation method of the property, plant,
and equipment are assessed at the end of each financial year. If the expected value is
different from the previous estimate, the change is considered as a change in accounting
estimates.

Investment property

The Group’s investment property is measured at initial cost, including transaction costs
for acquiring the properties. The carrying amount of investment property includes the
cost of refurbishment or improvement of existing investment property that meet the
criteria for cost recognition. However, general maintenance and repairs expenses are not
regarded as parts of the cost. Unless classified as properties held for sale (or included in
the category held for sale) in accordance with IFRS 5 "Non-current Assets Held for Sale
and Discontinued Operations," investment properties are accounted for using the cost
model under IAS 16 "Property, Plant and Equipment" after the initial recognition.
However, such properties are accounted for using IFRS 16, if they are held as

right-of-use assets and recognized as properties held for sale by the lessee in accordance
with IFRS 5.

Depreciation is calculated and appropriated in accordance with the straight-line method
and the estimated useful life of the following assets:

Buildings 20 years

The investment property is derecognized and any gain or loss is recognized upon
disposal, if the investment property is permanently withdrawn from use and no future
economic benefits are expected from its disposal.

The Group transfers its property to, or from investment property based on its actual use.

When the property is eligible or no longer eligible to be classified as investment property,
and there is evidence of change in use, the Group transfers such property to or from
investment property.

Leases

The Group assesses whether the contract is (or includes) a lease on the date the contract is
made. If a contract is signed to have the control over the use of identified assets
transferred for a period of time in exchange for a consideration, it is (or includes) a lease.
In order to assess whether a contract is signed to have the control over the use of
identified assets transferred for a period of time, the Group assesses whether there are the
following two factors throughout the period of use:

(1) Obtaining almost all economic benefits from the use of identified assets; and

(2) Control the right-of-use of the identified assets.
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For contracts that are (or include) leases, the Group will treat each lease component in the
contract individually, and to separately treat them from the non-lease components in the
contracts. For leases that include one lease component and one or more additional lease
or non-lease components, the Group will use the single comparison price of each lease
component and the aggregated single prices of non-lease components as the basis, and
distribute the consideration in the contract to the lease component. The comparison
single unit price of the lease and non-lease components will be decided upon the prices
separately received by the lessor (or supplier) for such components. If observable single
unit prices are not readily available, the Group will maximize the use of observable
information to estimate their respective single unit prices.

The Group is the lessee

Except for leases that meet and select short-term leases or low-value asset leases, when
the Group is the lessee of the lease contract, the right-of-use assets and lease liabilities are
recognized for all leases.

On the commencement date, the Group measures the lease liability according to the

present value of the lease payments that have yet to be paid on that date. If the lease

implied interest rate is easy to determine, the lease payment is discounted according to

the said implied interest rate. If the lease implied interest rate is not easy to determine, the

incremental loan rate of the lessee shall prevail. On the commencement date, the lease

payments included in the lease liability include the following payments relating to the

use-of-rights underlying asset in the lease term that is yet to be paid on that date:

(1) Fixed payments (including real fixed payments) net of any collectable lease
incentives;

(2) Lease payments depending on the change in an index or expense rate (measured at
the index or expense rate on the commencement date);

(3) The lessee's expected payment amount with the residual value guaranteed,;

(4) The exercise price of the purchase option, if the Group can reasonably assure that
the option will be exercised; and

(5) The penalty for the termination of the lease, if the lessee intends to exercise the
option of having the lease terminated in the lease period.

After the commencement date, the Group measures the lease liability at amortized cost,
increases the book value of the lease liability by the effective interest method, and
reflects the interest on the lease liability. The book value of the lease liability is reduced
when the lease payment is made.

On the commencement date, the Group measures the right-of-use assets at cost. The cost

of the right-of-use assets includes:

(1) The originally measured amount of the lease liability;

(2) Any lease payments paid on or before the commencement date, minus any lease
incentives received;

(3) Any original direct costs incurred to the lessee; and

(4) The estimated cost for the lessee to have the underlying asset dismantled or removed
and restore its location, or have the underlying asset restored to the form as
stipulated in the clause and condition.

Subsequent measurement of the right-of-use asset is presented at cost net of the

accumulated depreciation and accumulated impairment losses, that is, the right-of-use
asset should be measured at cost.
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If the ownership of the underlying assets is transferred to the Group at the end of the lease
term, or if the cost of the right-of-use asset reflects that the Group will exercise the
purchase option, the depreciation of the right-of-use asset is appropriated from the
commencement date to the end of the useful life of the underlying asset. Otherwise, the
Group has the depreciation of the right-of-use asset appropriated from the
commencement date to the end of the useful life of the right-of-use asset or the expiration
of the lease term whichever is sooner.

The Group applies IAS 36 "Impairment of Assets" to determine whether the right-of-use
asset is with impairment; also, handle the identified impairment losses.

Except for leases that meet and select short-term leases or low-value asset leases, the
Group presents the right-of-use assets and lease liabilities on the balance sheet, and
presents the depreciation expense and interest expense related to the lease separately in
the comprehensive income statement.

For short-term leases and low-value asset leases, the Group chooses to have the related
lease payments recognized as expenses over the lease period in accordance with the
straight-line basis or a systematic basis.

16. Employee benefits
(1) Retirement benefits plan

The retirement method for employees of the Company and its domestic subsidiaries
is applicable to all full-time employees. The employee retirement fund is fully
appropriated to the Supervisory Committee of Business Entities' Labor Retirement
Reserve and deposited in the pension fund account. The aforementioned pension is
deposited in the name of the Supervisory Committee of Business Entities' Labor
Retirement Reserve, which is completely separated from the Company and its
domestic subsidiaries, so it is not included in the consolidated financial statements
in the preceding paragraph.

For the defined contribution pension plan, the monthly pension payable rate of the
Company and its domestic subsidiaries shall not be less than 6% of the employee's
monthly salary, and the amount of the provision shall be recognized in the profit or
loss of the current period.

For the defined contribution pension plan, an appropriation is made according to the
project unit credit method and the actuarial report at the end of the annual reporting
period. The re-measurement of net defined benefit liabilities (assets) includes the
return on the plan asset and changes in the ceiling of the assets, deducting the net
interest amount of the net defined benefit liabilities (assets) and the actuarial gains
and losses. The net defined benefit liability (asset) re-measurement is included in
other comprehensive income when incurred and immediately recognized in the
retained earnings.

The prior-period service cost is the change in the present value of the defined benefit

obligation arising from the revision or reduction of the pension plan and is

recognized as an expense on the earlier of the following two dates:

A.  When the plan revision or reduction occurs; and

B. When the Group recognizes the relevant restructuring costs or resignation
benefits.
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The net interest of the net defined benefit liability (asset) is determined by having
the net defined benefit liability (assets) multiplied by the discount rate, both of
which are determined at the beginning of the annual reporting period, and then
consider the changes which have occurred in the net defined benefit liabilities
(assets) for the period arising from the appropriation amount and benefit payment.

Employees preferential deposit benefit

The Group provides preferential deposits, which include the payment of fixed
preferential deposits for current employees and for retired employees (before
January 1, 2010). The difference between the interest rate of these preferential
deposits and the market interest rate is within the scope of employee benefits.

According to Article 28 of the "Regulations Governing the Preparation of Financial
Reports by Public Banks," the excess interest arising from the retirement
preferential deposit rate agreed upon with the employees over the general market
interest rate shall be actuarially calculated according to the defined benefit plan as
stipulated in IAS 19 that was approved by the Financial Supervisory Commission.
However, the parameters of actuarial assumptions shall be handled in accordance
with the provisions of the competent authority if it is available.

17. Treasury stock

When the Group obtains the shares (treasury stocks) of the parent company, it is
recognized at the acquisition cost and is debited to the equity. The spread of treasury
stock transactions is recognized in the equity.

18. Recognition of revenue

(1)

()

Interest income from loans is estimated on an accrual basis. The overdue payment
transferred to the collection account will cease to bear interest from the date of
transfer and will be recognized as income upon collection. The interest income
agreed to be posted as receivable due to the bail-out and the extension agreement is
recognized as income upon collection.

Service charge income is a fee charged for the various services provided to
customers. The accounting treatment is as follows:

The service charge income of the Group is derived from the services provided at a
specific point of time or for a certain period of time, or through the transaction
services and it is recognized as income. When there is a transfer of services to the
customer but without unconditional rights for collecting considerations, it is
recognized as a contract asset. However, for some contracts, partial considerations
are collected from the customers at the time of signing the contract, the Group must
assume the obligation of providing services subsequently. Therefore, it is
recognized as a contract liability.

The aforementioned contractual liabilities of the Group did not result in significant
financial fluctuations.

132



19. Share-based payment transactions

The "share-based payment" transaction cost for the equity clearing between the Group
and its employees is measured at the fair value on the equity instruments vested date. Fair
value is measured by the appropriate pricing model.

The "share-based payment" transaction cost for the equity clearing is recognized on a
period-by-period basis during the period in which the service conditions and
performance conditions are fulfilled, and the increase in equity is recognized. The
cumulative fees recognized for equity clearing transactions at the end of each reporting
period prior to the vesting date reflect the process of the vested period and the best
estimate of the ultimate vested equity instruments by the Group. The cumulative cost
changes recognized for the share-based payment transactions at the beginning and end of
each reporting period are recognized in profit or loss for the period.

If the share-based payment is not in compliance with the vested conditions, no expense
will be recognized. However, if the vested conditions of the equity clearing transaction
are related to the market price condition or the non-vested conditions, when all the
service or performance conditions have been fulfilled, the relevant expenses will be
recognized regardless of whether the market price condition or the non-vested condition
is fulfilled.

20. Income tax

Income tax expense (profit) refers to the aggregated amount of current income tax and
deferred income tax that is included in the current profit or loss.

Current income tax

The current income tax liabilities (assets) related to the current and prior periods are
measured at the legislated or substantially legislated tax rates and tax laws at the end of
the reporting period. The current income tax related to the items recognized in other
comprehensive income or directly recognized in the equity is recognized in other
comprehensive income or equity instead of being recognized in the profit or loss.

The additional business income tax levied on the undistributed earnings is recognized as
income tax expense on the date when the distribution of earnings is resolved in the
Shareholders' Meeting.

Deferred tax

The deferred income tax is calculated according to the temporary difference between the
taxable amount of assets and liabilities and the book value on the balance sheet at the end
of the reporting period.

All taxable temporary differences are recognized as deferred income tax liabilities except

for the following two items:

(1) The original recognition of goodwill, or the original recognition of an asset or liability
that does not arise from a business consolidated transaction and does not affect
accounting profits and taxable income (loss) at the time of the transaction conducted,;

(2) The taxable temporary difference arising from the investment in subsidiaries,
associates, and joint equity. Also, the timing of reversal is controllable, and it is not
likely to be reversed in the foreseeable future.
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Except for the following two items, deductible temporary difference and deferred income
tax assets arising from the taxable losses and income tax credit are recognized within the
range of probable future taxable income:

(1) The original recognition of, or and of an asset or liability that does not arise from a
business consolidated transaction and does not affect accounting profits and taxable
income (loss) at the time of the transaction conducted;

(2) Tt is related to the deductible temporary differences arising from the investment in
subsidiaries, associates, and the joint equity. It is recognized within the range of
probable reversal in the foreseeable future and there is sufficient taxable income at
the time the temporary difference occurred.

Deferred income tax assets and liabilities are measured at the tax rate of the expected
asset realization or in the period in which the liability is settled. The tax rate is based on
the legislated or substantially legislated tax rates and tax laws at the end of the reporting
period. The measurement of deferred income tax assets and liabilities reflects the tax
consequences arising from the manner in which the asset is expected to be recovered or
the book value of the liability is settled at the end of the reporting period. If the deferred
income tax is related to items that are not included in the profit or loss, it will not be
recognized in profit or loss, but recognized in other comprehensive income according to
the relevant transactions or directly recognized in equity. Deferred income tax assets are
re-examined and recognized at the end of each reporting period.

Deferred income tax assets and liabilities can be offset against each other legally only in
the current period, and the deferred income tax is related to the same taxation entity and is
related to the income tax levied by the same taxation authority.

21. Corporate combination and goodwill

The acquisition method is used for accounting of corporate mergers. The transfer price,
identifiable assets acquired and liabilities incurred from the merger are measured at the
fair value on the date of purchase. The acquirer of a merger measures the non-controlling
interest at fair value or the relative proportion of the identifiable net assets of the
acquiree. The costs incurred from the acquisition are recognized as expenses in the
current period and included in the administrative expenses.

When the Group acquires a business, it assesses the assets acquired and liabilities
assumed for appropriate classification and designation in accordance with the contractual
terms, economic circumstances and pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in acquiree's host contracts.

When a business merger is to be completed in phases, the acquirer's previously held
equity in the acquiree is remeasured at fair value on the date of acquisition and the
resulting gain or loss is recognized as current profit or loss.

The acquirer expects that the contingent consideration of the transfer will be recognized
at fair value on the date of acquisition. Subsequent changes in fair value of contingent
considerations deemed to be assets or liabilities will be recognized as changes in profit or
loss for the current period or changes in other comprehensive income in accordance with
IAS 9. However, if the contingent consideration is classified as equity, it will not be
re-measured until it is finally settled in equity.
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The goodwill is initially measured as the excess of the sum of the consideration transfer
and the non-controlling interest over the amount of fair value of the identifiable assets
acquired and liabilities assumed. If the sum of consideration is lower than the fair value
of the net assets obtained, the difference will be recognized in current profit or loss.

After the initial recognition, goodwill is measured as cost less accumulated impairment.
Goodwill arising from a business merger is, from the date of acquisition, allocated to each
cash-generating unit of the Group which is expected to benefit from the merger,
irrespective of whether the other assets or liabilities of the acquiree are allocated to such
cash-generating units. Each unit or group of units to which the goodwill is so allocated
represents the lowest level within the Group at which the goodwill is monitored for internal
management purpose and is not larger than an operating segment before aggregation.

When goodwill has been allocated to a cash-generating unit and the entity disposes of an
operation within that unit, the goodwill associated with the disposed operation must be
included in the carrying amount of the operation. The disposed goodwill is measured
based on the relative proportion of recoverable amounts of the operation disposed of and
the cash-generating unit retained.

Main Source of Significant Accounting Judgment, Estimation and Assumption Uncertainties

When the consolidated financial statements are prepared by the Group, the management must
make judgments, estimates, and assumptions at the end of the reporting period, which will
affect the disclosure of income, expenses, assets and liabilities, and contingent liabilities.
However, the uncertainty of these significant assumptions and estimates may result in a
significant adjustment to the book value of an asset or liability in the future period.

Estimation and assumption

The main source of information on the estimation and assumption uncertainties at the end of
the reporting period has significant risks that result in significant adjustments to the book
value of assets and liabilities in the next financial year. The explanations are given as follows:

(1) Loan impairment loss

The estimation of the Group's loan impairment loss is based on whether or not the credit
risk has increased significantly since the original recognition to determine if it is necessary
to have the allowance for loss assessed according to the 12-month expected credit loss
amount or the expected credit loss amount throughout the duration. In order to measure the
expected credit loss, the Group considers the default probability with the default loss rate
included and then multiplied by the default risk exposure amount, and it also considers the
impact of the time value of money to estimate the expected credit loss for 12 months as well
as the duration. The Group considers historical experiences, current market conditions and
forward-looking estimates on each reporting date to determine the assumptions and inputs
to be used for calculating the impairments. Please refer to Note XIV for details.

(2) The fair value of financial instruments

When the fair value of financial assets and financial liabilities recognized in the balance
sheet cannot be obtained from the active market, the fair value will be determined using
evaluation techniques, including the income approach (such as, cash flow discount
model) or market approach. The changes in the assumptions of the said approaches will
affect the fair value of the financial instruments reported. Please refer to Note XIII.
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VI.

3)

(4)

Retirement benefits plan

The present value of the defined benefit cost and the defined benefit obligations depends
on the actuarial valuation. Actuarial valuation involves various assumptions, including:
discount rate and changes in expected salary.

Income tax

The uncertainty of income tax exists in the interpretation of complex tax regulations and
the amount and timing of future taxable income. Due to a wide range of international
business relationships and the long-term and complexity of contracts, the differences
between actual results and assumptions made, or changes in such assumptions in the
future, may cause the booked income tax benefits and expenses to be adjusted in the
future. The appropriation of income tax is a reasonable estimation made according to the
possible audit results of the local tax authorities of the countries in which the Group
operates. The amount appropriated is based on different factors, such as: previous tax
audit experience and the difference in tax law interpretation between the tax entity and the
tax authority. The difference in interpretation may result in a variety of issues due to the
local situation of the country where an individual enterprise of the Group operates.

The carryforwards of the taxable loss and income tax credit and deductible temporary
differences are recognized as deferred income tax assets within the range of probable
future taxable income or taxable temporary differences. The amount of the deferred
income tax assets to be recognized is estimated according to the possible timing and level
of the future taxable income and taxable temporary difference, and also, the future tax
planning strategy.

Descriptions of Material Accounting Items

1.

Cash and cash equivalents
2020.12.31 2019.12.31

Cash on Hand $1,380,287 $1,790,442
Foreign currency on hand 201,570 223,202
Notes and checks for clearing 362,649 252,376
Due from Central Bank and other banks 2,037,815 1,282,647
Total $3,982,321 $3,548,667

For the purpose of preparing the cash flow statement, cash and cash equivalents are the
sum of the following items.
2020.12.31 2019.12.31

$3,982,321 $3,548,667

Cash and cash equivalents recorded on the
consolidated balance sheet

Due from the Central Bank and call loans to banks
meeting the definition of cash and cash equivalents 6,400,365 5,675,687
as stated in IAS No. 7 "Cash Flow Statements"
Investments in bills and bonds under resale
agreements meeting the definition of cash and cash

equivalents as stated in IAS No. 7 "Cash Flow 200,248 150,022
Statements"

Cash and cash equivalents on the Consolidated

Statement of Cash Flows $10,582,934 $9,374,376
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2.

Due from the Central Bank and call loans to banks

2020.12.31 2019.12.31
Reserve for deposits - Type A $4,143,721 $2,267,322
Reserve for deposits - Type B 6,142,243 5,486,995
Reserve for deposits - Foreign currency 31,644 18,365
Call loans to other banks 2,225,000 3,390,000
Total $12,542,608 $11,162,682

The deposit reserve is calculated according to the monthly legal reserve appropriated for
each type of deposit by law, the average daily amount and legal reserve ratio for the
current period. Also, it is deposited with the Central Bank. Type A deposit reserve
accounts and foreign currency depositor accounts do not bear interest and can be
accessed at any time. Type B accounts bear interest, but they cannot be used except in
compliance with the regulations.

Please refer to Note VIII for details of the Group's collateral due from the Central Bank
and call loans to banks.

Financial assets at fair value through profit and loss

2020.12.31 2019.12.31
Mandatorily measured at fair value through profit or
loss:
Stock $5,613,478 $3,564,197
Equity securities 2,615,089 1,921,705
Domestic and foreign bonds 36,342,634 29,056,073
Derivatives 7,369 8,805
Real estate investment trust fund 453,493 429,013
Total $45,032,063 $34,979,793

Please refer to Note VIII for details of the financial assets provided as collateral that the
Group has them measured at fair value through profit or loss.

Financial assets at fair value through other comprehensive income

2020.12.31 2019.12.31

Debt instrument investments measured at fair value

through other comprehensive income:

Government bonds $8,127,640 $8,850,669

Corporate bond 31,425,497 33,039,873

Financial bonds 924,475 3,283,306

Subtotal (total book value) 40,477,612 45,173,848

Evaluation adjustment 4,413,672 3,148,095

Subtotal 44,891,284 48,321,943
Equity instrument investments measured at

FVTOCI:

Listed stocks 1,132,511 35,225

Non-TWSE/TPEx-listing companies stock 2,795,527 2,534,382

Subtotal 3,928,038 2,569,607
Total $48,819,322 $50,891,550
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Please refer to Note VIII for details of the financial assets provided as collateral that the
Group has them measured at fair value through other comprehensive income.

Please refer to Note VI for information on allowance for loss for the debt instrument
investments measured at fair value through other comprehensive income. Also, please
refer to Note XIV for information related to credit risk.

The recognized dividend income of the Group from equity instrument investments
measured at fair value through other comprehensive income for the year ended
December 31, 2020 and 2019 were NTD 98,770 thousand and NTD 77,143 thousand
respectively and all were related to investments held on the balance sheet date.

The Group’s investment in financial assets and equity measured at fair value through
other comprehensive income was disposed in the period from January 1 to December 31,
2020 and 2019, the fair values at the time of disposition were NTD 20,861 thousand, and
NTD 72,467 thousand, respectively. Also, the accumulated unrealized loss in valuation
at the time of disposal for the amounts of NTD 29,395 thousand and NTD 93,550
thousand were transferred from other equity to retained earnings.

Financial assets measured at cost after amortization
2020.12.31 2019.12.31

Convertible certificate of deposit $18,900,000 $17,700,000
Less: Allowance for losses (2,618) (1,865)
Total $18,897,382 $17,698,135

The Group classifies certain financial assets into financial assets measured at amortized
cost. Please refer to Note VI for the information provided on allowances for loss. Also,
refer to Note XIV for information related to credit risk and it is not provided as collateral.

Bonds and securities purchased under agreements to resell
2020.12.31 2019.12.31
Government bonds $200,248 $150,022

The Group's bonds and securities purchased under agreements to resell were processed at
the agreed price for an amount of NTD 200,261 thousand, and NTD 150,031 thousand on
December 31, 2020 and 2019, respectively.

Receivables - net
2020.12.31 2019.12.31

Accounts receivable and notes $5,121,318 $3,732,458
Interests receivable 856,260 918,211
Clearing amount receivable 7,500 309,606
Other receivables 37,883 28,367
Subtotal (total book value) 6,022,961 4,988,642
Less: Allowance for losses (89,263) (81,258)
Net $5,933,698 $4,907,384

The Group assesses impairments in accordance with International Financial Reporting
Standard No. 9. Please refer to Note VI for the allowance for loss related information in
detail; also, refer to Note XIV for the credit risk related information in detail.

Please refer to Note VIII for details of the Group's collateral over the accounts receivables.

138



8. Discounts and loans, net

Overdraft

Export Negotiations
Loans

Collections of overdue loans
Total amount
Less: allowance for bad debt

Net

2020.12.31 2019.12.31
$93,953 $202,095
1,024 -
187,729,057 157,395,540
18,495 20,791
187,842,529 157,618,426
(2,941,299) (2,267,748)
$184,901,230 _ $155,350,678

The Group assesses impairments in accordance with International Financial Reporting
Standard No. 9. Please refer to Note VI for the allowance for loss related information in
detail; also, refer to Note XIV for the credit risk related information in detail.

9. Other financial assets, net

Delinquent loans not restated from loans

Others

Subtotal (total book value)
Less: allowance for bad debt

Total

10. Property, plant, and equipment
The Group's booked property, plant, and equipment are owned and used by the Group.

Cost:
2020.01.01
Acquired from
merger
Acquisition
Disposal

Other Changes
2020.12.31

2019.01.01
Acquisition
Disposal
Other changes
2019.12.31

Depreciation and
impairment:
2020.01.01
Depreciation
Disposal
2020.12.31

2019.01.01
Depreciation
Disposal
2019.12.31

Net book value:
2020.12.31

2019.12.31

2020.12.31 2019.12.31
5- $1,168

363 4,396

363 5,564

- (1,168)

$363 $4,396

Construction

in progress
Buildings and Transport Other and
Land structures equipment equipment  prepayments Total
$2,319,649 $1,174,455 $16,649 $189,507 $8,610 $3,708,870
- - - 2,518 - 2,518
245,791 3,208 - 40,812 431,244 721,055
(3,499) (2,351) (56) (7,661) - (13,567)
316,611 14,593 - - (331,204) -
$2,878,552 $1,189,905 $16,593 $225,176 $108,650 $4,418,876
$2,015,003 $1,169,735 $18,940 $164,532 $4,776 $3,372,986
329,970 4,115 - 32,881 29,902 396,868
(25,324) (25,463) (2,291) (7,906) - (60,984)
- 26,068 - - (26,068) -
$2,319,649 $1,174,455 $16,649 $189,507 $8,610 $3,708,870
$- $842,580 $13,356 $139,116 $- $995,052
- 20,012 1,150 33,601 - 54,763
- (77) (56) (7,513) - (7,646)
$- $862,515 $14,450 $165,204 $- $1,042,169
$11,209 $840,074 $13,136 $119,644 $- $984,063
- 20,291 1,800 27,252 - 49,343
(11,209) (17,785) (1,580) (7,780) - (38,354)
$- $842,580 $13,356 $139,116 $- $995,052
$2,878,552 $327,390 $2,143 $59,972 $108,650 $3,376,707
$2,319,649 $331,875 $3,293 $50,391 $8,610 $2,713,818

The Group did not provide property, plant and equipment as collateral.
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11. Investment property

The investment property of the Group refers to the self-owned investment properties and
investment properties held under right-of-use assets.

Land Buildings Total
Cost:
2020.1.1 $- $- $-
Addition - Acquisition 95,424 20,064 115,488
2020.12.31 $95,424 $20,064 $115,488
Depreciation and impairment:
2020.1.1 $- $- $-
Current depreciation - 452 452
2020.12.31 $- $452 $452
Land Buildings Total
Net book value:
2020.12.31 $95,424 $19,612 $115,036

The Group did not provide investment property as collateral.

The investment property held by the Group is not measured at fair value, but its fair value
information (Level III) is disclosed. The fair value of investment property held by the
Group as of December 31, 2020 was NTD 116,481. The said fair value has not been
evaluated by independent appraiser, but determined by the Group with reference to
transaction prices of similar properties in the market.

12. Other assets - net

2020.12.31 2019.12.31
Prepayments $13,202 $10,885
Inter-bank clearing fund 1,050,689 726,810
Other Prepayments - 69,153
Refundable deposits 118,269 134,647
Others 71,310 33,417
Net $1,253,470 $974,912

As of December 31, 2020, and 2019, the other asset - other accumulated impairment of
each period amounted to NTD 20,280 thousand.

Please refer to Note VIII for details of the Group's collateral over other assets.

13. Deposits from Central Bank and other banks

2020.12.31 2019.12.31
Deposits of other banks $1,836 $2,049
Call loans to other banks 21,115,632 14,531,800
Total $21,117,468 $14,533,849
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14.

15.

16.

17.

18.

Funds borrowed from Central Bank and other banks

2020.12.31 2019.12.31
Funds borrowed from other banks $3,690,000 $4,395,830
Other funds borrowed from Central Bank 907,650 -
Total $4,597,650 $4,395,830
Financial liabilities at fair value through profit and loss

2020.12.31 2019.12.31
Available-for-sale financial liabilities:
Derivatives $13,062 $6,002
Bills and bonds sold under repurchase agreements

2020.12.31 2019.12.31
Government bonds $9,443.,465 $8,280,000
Corporate bond 12,179,630 19,411,343
Bank debentures 367,839 526,677
Total $21,990,934 $28,218,020

The Group's bills and bonds sold under repurchase agreements were processed at the
agreed price for an amount of NTD 22,002,911 thousand, and NTD 28,267,625 thousand

on December 31, 2020 and 2019, respectively.

Payables

2020.12.31 2019.12.31
Accrued expenses $407,349 $388,298
Interest payable 91,973 142,146
Notes and checks in clearing 362,649 252,376
Clearing amount payable 215,069 47,150
Others 524,220 422,856
Total $1,601,260 $1,252,826
Customer deposits and remittances

2020.12.31 2019.12.31
Check deposits $2.,268,167 $2,217,464
Demand deposits 45,945,425 36,054,653
Time deposits 40,803,737 21,442,825
Savings deposit 137,912,535 132,078,219
Remittances 2,810 5,501
Total $226,932,674 $191,798,662
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19.

20.

Other financial liabilities

Interest rate

collars: 2020.12.31 2019.12.31
China Bills Finance Corporation 1.20% $150,000 $-
International Bills Finance 1.20%~1.22% 120,000 -
Corporation
Taiwan Cooperative Bills Finance 1.20% 120,000 -
Corporation
Taiwan Finance Corporation 1.20% 100,000 -
Mega Bills 1.20% 100,000 -
Grand Bills Finance Corporation  1.20%~1.22% 100,000 -
Ta Ching' Bills Finance 1 20%~122% 100,000 -
Corporation
Taichung Commercial Bank Bills 1.04% 100,000 -
Chang Hwa Bank Bills 1.20% - 500,000
Total $890,000 $500,000
Provisions for liabilities
2020.12.31 2019.12.31
Retirement benefits plan $180,997 $248,385
Reserve for guarantee liability 183,642 115,711
Provision for commitment of financing 30,318 19,318
Total $394,957 $383,414
The changes in the provisions for guarantee liability are as follows:
2020 2019
Beginning balance $115,711 $105,994
Amount appropriated for the period 67,943 9,735
Foreign exchange impact amount (12) (18)
Ending balance $183,642 $115,711
The changes in the financing commitment reserve are as follows:
2020 2019
Beginning balance $19,318 $21,818
Amount appropriated (reversed) for the period 11,000 (2,500)
Foreign exchange impact amount - -
Ending balance $30,318 $19,318
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21. Retirement benefits plan

Defined contribution pension plan

The Group has the employee retirement plan stipulated in accordance with the "Labor
Pension Act," which is a defined contribution plan. According to the Labor Pension Act,
the monthly pension contribution rate of the Group shall not be less than 6% of the
employee’s monthly salary. The Group has an amount equivalent to 6% of the
employee’s monthly salary appropriated every month to the personal pension account
with the Bureau of Labor Insurance.

The Group had recognized the insurance expense of the defined contribution plan for an
amount of NTD 32,853 thousand and NTD 32,248 thousand in 2020 and 2019,
respectively.

Defined benefit plan

The employee pension plan stipulated by the Group according to the Labor Standards
Act is a defined benefit plan. The employee’s pension payment is based on the service
points and the average monthly salary at the time of retirement. Two service points for
each service year within the first 15 service years (inclusive) and one service point for
each service year after the 15th service year with a maximum of 45 service points for
each employee. The Group levied a pension fund on the total monthly salary every
month according to the Labor Standards Law. The pension appropriation ratio has been
changed from 8% to 15% since March 2012, and the fund is deposited in the designated
account with the Company of Taiwan in the name of the Labor Pension Reserves
Committee. In addition, the Group estimates the aforementioned labor retirement reserve
account balance before the end of each year. If the balance is insufficient to pay the
pension amount calculated in accordance with the aforementioned retirement conditions
for the employees qualified for retirement in the next year, the amount of difference will
be appropriated in a lump sum before the end of March in the next year.

The Ministry of Labor conducts asset allocation in accordance with the "Regulations for
Revenues, Expenditures, Safeguarding, and Utilization of the Labor Retirement Fund."
Fund investment is arranged with a self-operated and entrusted management method,
which adopts a mid-term and long-term investment strategy with an active and passive
management. Considering the risks of the market, credit, liquidity, etc., the Ministry of
Labor sets the fund risk limit and control plan so that it can be flexible enough to achieve
the target remuneration without bearing excessive risk. For the use of the fund, the
minimum income of its annual settlement shall not be lower than the income calculated
according to the local bank’s two-year time deposit. If there is any deficiency, it shall be
replenished by the state treasury upon approval by the competent authority. As the Group
is not entitled to participate in the operation and management of the fund, it is not
possible to disclose the classification of the fair value of the plan assets in accordance
with paragraph 142 of IAS 19. As of December 31, 2020, the Group’s defined benefit
plan is expected to have an amount of NTD 37,007 thousand appropriated in the next
year.

As of December 31, 2020 and 2019, the defined benefit plans of the Group are expected
to expire in 2028.
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The cost of the defined benefit plan recognized in profit or loss is summarized as follows:

Current service cost

Net interest of the net defined benefit liabilities

Expected return on plan assets
Total

2020 2019
$828 $1,271
5,240 5,098
(2,937) (2,359)
$3,131 $4,010

The adjustments made to the present value of the defined benefit obligation and the fair
value of the plan assets are as follows:

2020.12.31 2019.12.31
Determined benefit obligation $527,801 $535,820
Fair value of plan assets (346,804) (287,435)
Liability reserve - net defined benefit liabilities
amount booked $180,997 $248,385
Adjustments of net defined benefit liabilities (assets):
Present value Net defined
of the defined benefit
benefit Fair value of liabilities
obligations plan assets (assets)
2019.1.1 $541,147 $(248,532) $292,615
Current service cost 1,271 - 1,271
Interest expenses (income) 5,098 (2,359) 2,739
Subtotal 547,516 (250,891) 296,625
Defined benefit liabilities/assets
re-measurement amount
Actuarial gains and losses resulting from -
changes in financial assumption 2,065 2,065
Experience adjustments - - -
Defined benefit assets re-measurement
amount - (8,654) (8,654)
Subtotal 2,065 (8,654) (6,589)
Payment of benefits (13,761) 11,814 (1,947)
Contributions of employer - (39,704) (39,704)
2019.12.31 $535,820 $(287,435) $248,385
Current service cost 828 - 828
Interest expenses (income) 5,240 (2,937) 2,303
Subtotal 541,888 (290,372) 251,516
Defined benefit liabilities/assets
re-measurement amount
Actuarial gains and losses resulting from -
changes in financial assumption 11,736 11,736
Experience adjustments - - -
Defined benefit assets re-measurement
amount - (8,833) (8,833)
Subtotal 11,736 (8,833) 2,903
Payment of benefits (25,823) 20,504 (5,319)
Contributions of employer - (68,103) (68,103)
2020.12.31 $527,801 $(346,804) $180,997
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The following key assumptions are used to determine the Company's defined benefit
plan:

2020.12.31 2019.12.31
Discount rate 0.75% 1.00%
Expected salary increase rate 2.00% 2.00%

Sensitivity analysis of every material actuarial assumption:
2020 2019
Increase of Decrease of Increase of Decrease of
defined defined defined defined

benefit benefit benefit benefit
obligations  obligations obligations obligations
Discount rate increased by 0.25% $- $(5,596) $- $(6,422)
Discount rate decreased by 0.25% 5,769 - 6,627 -
Expected salary increases by 0.5% 11,759 - 13,510 -
Expected salary decreases by 0.5% - (11,183) - (12,823)

The foregoing sensitivity analysis is conducted to analyze the possible impact on the
defined benefit obligations when single actuarial assumption (e.g., discount rate or
expected salary) has a reasonable and possible change occurring, assuming other
assumptions remain unchanged. Since some of the actuarial assumptions are correlated,
the occurrence of changes in one single actuarial assumption is seldom in practice, so the
analysis has its limitations.

The methods and assumptions used in the sensitivity analysis for this period are no
different from those adopted in the previous period.

22. Other liabilities

2020.12.31 2019.12.31
Deposits received $62,846 $38,692
Advance income 145,534 213,300
Others 35,980 39,257
Total $244,360 $291,249

23. Equity

(1) Common stock
As of December 31, 2020, and 2019 the authorized capital stock of the Company
was NTD 30,000,000 thousand; also, the issued capital stock was NTD 11,212,343
thousand, and NTD 11,312,343 thousand, with 1,121,234 thousand shares, and
1,131,234 thousand shares issued at par value of NTD 10, respectively. Each share
is entitled to one voting right and the right to receive dividends.

(2) Capital surplus

2020.12.31 2019.12.31
Common stock premium $53,036 $53,509
Others 2,586 2,586
Total $55,622 $56,095
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The various capital reserve balances on December 31, 2020, and 2019 are adjusted

as follows:

Common Treasury

stock stock Others Total

premium transactions
Balance as of January 1, 2020 $53,509 $- $2,586 $56,095
Share-based payment - -
transaction - -
Transfer of treasury stock - - - -
Retirement of treasury stock (473) - - (473)
Balance as of December 31, $53,036 $- $2,586 $55,622
2020

Balance as of January 1, 2019 $54,455 $42,544 $2,586 $99,585
Share-based payment - -

transaction - -

Transfer of treasury stock - - - -

Retirement of treasury stock (946) (42,544) - (43,490)
Balance, December 31, 2019 $53,509 $- $2,586 $56,095

According to the law, additional paid-in capital shall not be used for any purpose
except for making up for the loss of the Company. When the Company has no loss,
a certain percentage of the additional paid-in capital from the stock premium and the
gift can be applied to replenish capital every year. The aforementioned additional
paid-in capital can be allocated in cash to shareholders proportionally to their
original shareholding ratio.

(3) Treasury stock
a. Changes in Treasury Stocks are as follows:

January 1 to December 31, 2020:

Cause Number of shares . . Number of

.. Increase in the Decrease in the

- beginning of ) . shares - end of
period period

year year
Transfer to 3,000 thousand - _ 3,000 thousand
employees shares shares
Maintain the - 10,000 thousand 10,000 thousand -
Company's credit shares shares
and shareholder's
equity
Total 3,000 thousand 10,000 thousand 10,000 thousand 3,000 thousand

shares shares shares shares
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(4)

January 1, to December 31, 2019:

Cause Number of shares . ) Number of
. Increase inthe  Decrease in the
- beginning of ) . shares - end of
period period

year year
Transfer to _ 3,000 thousand _ 3,000 thousand
employees shares shares
Maintain the 10,000 thousand 10,000 thousand 20,000 thousand -
Company's credit shares shares shares
and shareholder's
equity

10,000 thousand 13,000 thousand 20,000 thousand 3,000 thousand

Total
shares shares shares shares

As of December 31, 2020 and 2019, the amount of Treasury Stocks that are yet
to have retired or distributed to employees was NTD 98,422 thousand or 3,000
shares in both years.

Based on the resolution of the Board of Directors, the Company had scheduled
January 21, 2019 and September 30, 2019 as the base date of de-capitalization.
20,000 thousand shares of treasury stock were bought back and canceled with a
total of NTD 200,000 thousand.

Based on the resolution of the Board of Directors, the Company had scheduled
April 30, 2020 as the base date of de-capitalization. 10,000 thousand shares of
treasury stock were bought back and canceled with a total of NTD 100,000
thousand.

The treasury stocks held by the Company shall not be pledged, nor shall they be
entitled to the distribution of dividends and voting rights according to the
Securities and Exchange Act.

Earnings allocation and dividend policy

According to the Articles of Incorporation of the Company, if there are earnings at
the annual final accounts, it should be distributed in the following order:

COow>

m

Payment of all taxes and dues

Offset operation losses

Appropriate 30% as the legal reserve

Other special surplus reserve recognized or reversed in accordance with laws
and regulations or supervisory authorities.

The remaining earnings shall be distributed by the Board of Directors according
to the dividend policy, and reported to the shareholders' meeting.

The principle of dividend distribution of the Company is based on the business
operation needs of the Company and the revision of major laws and regulations. The
Board of Directors presents the proposal in the Shareholders' Meeting for
resolutions with the ratio of the cash dividend moderately adjusted, which shall not
be less than 1% of the total dividends. If the cash dividend per share is less than
NTD 0.1, it will not be distributed.
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Pursuant to the Banking Act, legal capital reserve shall be appropriated until the
total sum of which has reached the total paid-in capital. Unless and until the
accumulated legal capital reserve equals the paid-in capital, the maximum cash
surplus which may be distributed shall not exceed 15% of the total paid-in capital.
The legal reserve can be used to set off deficits. When the Company has no loss, the
portion of the legal reserve exceeds 25% of the paid-in capital should be distributed
as new shares or cash to shareholders proportional to their original shareholding
ratio.

According to the provisions of the Securities and Exchange Act, when the
competent authorities consider it necessary, it may request the listed companies to
have a certain percentage of special reserve appropriated in addition to
appropriating the legal reserve lawfully at the time of distributing earnings.

After adoption of the IFRS, pursuant to Jin-Guan-Zheng-Fa Letter No. 1010012865
from the FSC dated July 6, 2012, when the Company adopted IFRSs for the
first-time, the booked unrealized revaluation increments and the cumulative
conversion adjustment benefits are transferred to the retained earnings due to the
adoption of IFRS 1 "First-time Adoption of International Financial Reporting
Standards Data" exemption on the conversion date, a special reserve for the same
amount is appropriated. After having the financial report prepared in accordance
with IFRSs, when the distributable earnings are distributed, an additional special
reserve is appropriated for an amount equivalent to the difference between the
balance of the special reserve appropriated at the first-time adoption of IFRSs and
the net debit of other equity. If the amount debited to the other shareholders' equity
is reversed subsequently, the reversed amount may be distributed.

As of January 1, 2020 and 2019, the special reserve at the first-time adoption
amounted to NTD 45,549 thousand. In addition, the Company did not use, dispose
of, or reclassify the relevant assets in the period from January 1 to December 31,
2020 and 2019 that caused the reversal of special reserve to the undistributed
earnings. As of December 31, 2020 and 2019, the special reserve for the first time
was NTD 45,549.

The 2020 and 2019 earnings appropriation and distribution and the dividend per
share was proposed and resolved in the board meeting on February 22, 2021 and the
Shareholders' Meeting on May 12, 2020 as follows:

Distribution of retained earnings Dividends per share (NTD)

2020 2019 2020 2019
Legal reserve $1,637,705 $1,019,906
Special reserve 4,720 (423,162)
Common stock 2,018,222 1,677,351 $1.8 $1.5
cash dividends
Total $3,660,647 $2,274,095

Please refer to Note VI. 29 for the relevant information on the estimation basis and
recognition amount of the employee compensation and the remuneration to
directors and supervisors.
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(5) Non-controlling interests

2020 2019 (Note)
Beginning balance $ - $ -
Net profit attributable to non-controlling interests 5 -
in this period
Other comprehensive income attributed to
non-controlling interests:
Share of other comprehensive gains (losses) of - -
associates and joint ventures, accounted for
using equity method
Acquired subsidiaries’ shares 1,628 -
Ending balance $1,633 $ -

Note: In order to provide clients with a comprehensive and diverse finance service,
it is resolved at the board meeting on October 12, 2020 that the Company acquires
WanTai Securities Corporation by cash. The investment was approved by the
competent authority on October 27, 2020. The Company obtained control and
included the subsidiary in the Group’s consolidated financial statements on
November 3, 2020.

24. Net interest income
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2020 2019

Interest revenue

Discount and loan interest income $4,000,178 $4,194,505

Due from bank and interbank offered interest 33,298 52,041

income

Security investment interest income 2,166,777 2,364,921

Other interest incomes 312,831 221,987

Subtotal 6,513,084 6,833,454

Interest expenses

Deposits Interest expenses (876,837) (1,030,661)

Interest expense of funds borrowed from Central (162,012) (430,554)

Bank and other banks

Interest expense of the RP bonds (224,250) (613,021)

Others (4,032) (3,829)

Subtotal (1,267,131) (2,078,065)
Total $5,245,953 $4,755,389
25. Net service fee income
2020 2019

Service fee revenue $1,955,380 $1,888,143
Service fee expenses (46,100) (47,586)
Total $1,909,280 $1,840,557




26. Gain (loss) on financial assets and liabilities at fair value through profit and loss

2020 2019
Stock investment $1,041,345 $814,531
Bond investment 865,277 601,153
Derivatives 79,382 (36,418)
Others 42,068 82,202
Total $2,028,072 $1,461,468

27. Gain (loss) on reversal of assets impairment and bad debts, commitments, and reserve for
guarantee liability

2020 2019

Financial assets measured at FVTOCI $(512,137) $(27,450)
Financial assets measured at cost after amortization (753) 139

Subtotal (512,890) (27,311)
Loan and receivables bad debt reversal (appropriation) (665,721) (2,648,169)
Reserve for guarantee liability (appropriation) (67,943) (9,735)
Financing commitments reserve reversal (11,000) 2,500
(appropriation)

Subtotal (744,664) (2,655,404)
Total $(1,257,554)  $(2,682,715)

Please refer to Note XIV for credit risk related information.
28. Leases
(1) The Group is a lessee

The Group leases several assets, including real estate (buildings and structures) and
other equipment. The lease period for each contract is for 3-10 years.

The impacts of the lease on the Group's financial position, financial performance,
and cash flow are as follows:

A. Amount recognized on the balance sheet
(@) Right-of-use assets

The book value of the right-of-use assets

2020.12.31 2019.12.31
Buildings and structures $214,730 $211,245
Other equipment 2,774 4,438
Total $217,504 $215,683

The Group had added right-of-use assets for the amounts of NTD 88,048
thousand and NTD 19,868 thousand in the year 2020 and 2019.
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(b) Lease liabilities

2020.12.31 2019.12.31
Lease liabilities $(219,898) $(217,256)
Current liability $(219,898) $(217,256)

The interest expenses of the Group's lease liabilities were NTD 4,032
thousand and NTD 3,827 thousand in 2020 and 2019, respectively. For
the maturity analysis of the lease liabilities on December 31, 2020, and
2019, please refer to Note XIV. 4 "Liquidity Risk Management."

B. Amount recognized in the statements of comprehensive income

Depreciation of the right-of-use assets

2020 2019
Buildings and structures $75,239 $74,205
Other equipment 1,664 1,664
Total $76,903 $75,869

C. The lessee and the lease activity related income, expense, and loss

2020 2019
Short-term lease expense $1,797 $1,738
Low-value asset lease expense (excluding the
low-value assets lease expense of the
short-term leases) 2,337 2,056

D. The lessee and the lease activity related cash outflow

The total cash outflow for the lease of the Group were NTD 79,264 thousand
and NTD 78,122 thousand in the year 2020 and 2019, respectively.

29. Operating expenses

The employee benefits, depreciation, and amortization expenses are summarized by
function as follows:

2020 2019

Employee benefits expenses

Salaries and wages $910,437 $884.,357
Labor insurance and national health insurance 68,446 66,503
Pension expenses 35,984 36,258
Other employee benefits expenses 37,904 37,051
Depreciation 132,118 125,212
Total $1,184,889 $1,149,381
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30.

According to the Articles of Incorporation, if the Company has earnings for the year, no
less than 0.01% of the earnings should be appropriated to pay employees' remuneration
and no more than 2% of the earnings should be appropriated as remuneration to directors
and supervisors. However, when there are accumulated losses, an equivalent amount
should be appropriated to make up for losses. The aforementioned remuneration to
employees is to be paid in the form of shares or cash. Approval for such benefits should
be passed by at least half of the Directors in attendance in a Board meeting attended by
no less than two-thirds of all Board members. The results should be reported during
Shareholders' Meeting. Please refer to the "Market Observation Post System" of the
Taiwan Stock Exchange Corporation for information on employee remuneration and
remuneration to directors and supervisors resolved by the Board of Directors.

Based on the Company's profit for the period January 1 to December 31, 2020 and 2019,
the Group appropriates 0.01% of the earnings to be remuneration to employees, which
were NTD 630 thousand and NTD 400 thousand, respectively, and were listed in the
"salary expense."

The Company's Board of Directors had resolved on February 22, 2021 to distribute the
2020 remuneration to employees and the remuneration to directors and supervisors at the
amount of NTD 630 thousand and NTD 0 respectively, which was not significantly
different from the expenses booked in the 2020 financial report.

The Company's Board of Directors had resolved on February 24, 2020 to distribute the
2019 remuneration to employees and the remuneration to directors and supervisors at the
amount of NTD 400 thousand and NTD 0 respectively, which was not significantly
different from the expenses booked in the 2019 financial report.

There is no significant difference between the actual employees' remuneration and
remuneration to directors and supervisors distributed in 2020 and the expenses booked in
the 2019 financial report.

Other comprehensive income
Other comprehensive income for the year 2020 is as follows:

Current Other Income tax
Accrued in reclassification comprehensive A benefit After tax
current year adjustment  income (loss)  (expense) amount
Items not reclassified to income:
Gain or loss on evaluation of
equity instruments at FVTOCI $379,435 $- $379,435 $-  $379,435
Remeasurements of the defined
benefit plans (2,903) - (2,903) 349 (2,554)
Items may be re-classified
subsequently to income:
Exchange differences from the
translation of financial (3,825) - (3,825) 459 (3,366)
statement
Gain or loss from debt
instrument investment at 1,947,306 (207,564) 1,739,742 - 1,739,742
FVTOCI
Total $2,320,013 $(207,564) $2,112,449 $808 $2,113,257
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Other comprehensive income for the year 2019:

Current Other
Accrued in reclassification comprehensive
currentyear  adjustment  income (loss)

Income tax

benefit After tax
(expense) amount

Items not reclassified to income:
Gain or loss on evaluation of

equity instruments at FVTOCI $430,495 $- $430,495 $- $430,495
FE)emea}surements of the defined 6,589 i 6.589 (19,752) (13.163)
enefit plans
Items may be re-classified
subsequently to income:
Exchange differences from the
translation of financial (85,655) - (85,655) 13,122 (72,533)
statement
Gain or loss from debt
instrument investment at 4,176,434 (51,540) 4,124,894 - 4,124,894
FVTOCI
Total $4,527,863 $(51,540)  $4,476,323 $(6,630) $4,469,693

The Group’s debt instrument investment measured at fair value through other
comprehensive income in the year ended 2020 and 2019 are reclassified to profit or loss
from the cumulative other comprehensive income at the time of de-recognition for an
amount of NTD 207,564 thousand and NTD 51,540 thousand, respectively.

31. Income tax

The main composition of income tax expenses (benefit) is as follows:

Income tax recognized in the profit or loss

Current income tax expenses (benefit):
Income tax payable for the current period
Adjustments in respect of current income tax of prior
periods

Deferred income tax expense (benefit):
Deferred income tax expense (benefit) related to the

original generation of the temporary difference and its

reversal
Tax loss, tax credit and temporary differences not
recognized in previous years were recognized in this
year
Deferred income tax related to change in tax rate or
new tax items.

Income tax expense
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2020 2019

$647,890 $310,376
(1,704) 810

125,365 193,008

$771,551 $504,194




Income tax recognized in the other comprehensive income

2020 2019
Deferred income tax expense (benefit):
Exchange differences from the translation of financial $(459) $(13,122)
statement
Actuarial gain (loss) from defined benefit plan (349) 19,752
The other comprehensive income related income tax $(808) $6,630

The amount of income tax expense and accounting profit multiplied by the applicable

income tax rate is adjusted:

2020 2019
Eneltt Sincorne before tax of the continuing business $6.262.522 $3.903.881
Tax amount calculated according to the domestic tax $1,252,504 $780,776
rate applicable to the income of the country
concerned
Income tax effect of the tax-free income (407,699) (627,990)
Income tax effect of non-deductible expenses on tax 348 44
returns
Income tax effect of deferred income tax (124,557) 102,392
assets/liabilities
Basic tax adjustment 4,252 248,162
Additional 10% income tax on the undistributed 48,407 -
earnings
Adjustments in respect of current income tax of (1,704) 810
prior periods
Total income tax expense recognized in profit or loss $771,551 $504,194

Deferred income tax assets (liabilities) balances related to the following items:
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2020
Recognized in
Recognized the other
Beginning in the profit comprehensive  Ending
balance or loss profit or loss balance
Temporary differences:
Financial assets valuation measured at  $(85,697) $(162,563) $- $(248,260)
FVTPL
Allowance for bad debt 82,538 44,538 - 127,076
Impairment of assets 13,941 (1,571) - 12,370
Employees’ leave benefits liabilities 3,562 115 - 3,677
Compensation payable 1,162 (13) - 1,149
Reserve for guarantee liability 7,059 3,967 - 11,026
Net determined benefit liability 29,994 (8,435) 349 21,908
non-current
Income from investment under equity 918 1,390 - 2,308
method
Conversion difference of the financial 6,014 - 459 6,473
statements of foreign institutions
Gain on bargain purchase - (919) - (919)
Deferred Income tax benefit (expense) $(123,491) $808



Recognized in

Recognized the other
Beginning in the profit comprehensive  Ending
balance or loss profit or loss balance
Net deferred income tax assets $59,491 $(63,192)
The information expressed on the balance
sheet is as follows:
Deferred income tax assets $145,188 $185,987
Deferred income tax liabilities 85,697 249,179
Deferred income tax liabilities - land 50,135 50,135
value incremental tax reserve
Total $135,832 $299,314
2019
Recognized in
Recognized the other
Beginning in the profit comprehensive  Ending
balance or loss profit or loss balance
Temporary differences:
Financial assets valuation measured at $(2,647) $(83,050) $- $(85,697)
FVTPL
Allowance for bad debt 158,566 (76,028) - 82,538
Impairment of assets 23,234 (9,293) - 13,941
Employees’ leave benefits liabilities 5,726 (2,164) - 3,562
Compensation payable 9,276 (8,114) - 1,162
Reserve for guarantee liability 11,289 (4,230) - 7,059
Net determined benefit liability 58,836 (9,090) (19,752) 29,994
non-current
Income from investment under equity - 918 - 918
method
Conversion difference of the financial (7,108) - 13,122 6,014
statements of foreign institutions
Deferred Income tax benefit (expense) $(191,051) $(6,630)
Net deferred income tax assets $257,172 $59,491
The information expressed on the balance
sheet is as follows:
Deferred income tax assets $266,927 $145,188
Deferred income tax liabilities 9,755 85,697
Deferred income tax liabilities - land 50,135 50,135
value incremental tax reserve
Total $59,890 $135,832
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32.

Income tax declaration and audit

As of December 31, 2020, the approval and audit status of income tax returns of the

Company and its subsidiaries:

Income tax declaration and audit

The Company Audited up to the year of 2018
Subsidiary - Kings Town Bank International Audited up to the year of 2018
Lease Corporation Audited up to the year of 2018

Subsidiary — WanTai Securities Corporation

Sub-subsidiary- Kings Town Intl. Construction  Audited up to the year of 2018

Management Corporation

Earnings per share

The basic earnings per share is calculated by having the net profit attributable to the
holder of the common stock shares of the parent company divided by the weighted

average number of common stock shares outstanding in the current period.

The diluted earnings per share is calculated by dividing the net profit of parent company
ordinary shares by weighted average number of ordinary shares outstanding during the
period, plus the weighted average number of common stock shares to be issued when all
dilutive potential common stock shares were converted into common stock shares.

(1) Basic earnings per share
Net income attributable to the holders of common
stock of the parent company (NTD thousand)
Weighted average number of common stock shares
(thousand shares) of the earnings per share
Base earnings per share (NTD)

(2) Diluted earnings per share
Net income attributable to the holders of common
stock of the parent company (NTD thousand)

Weighted average number of common stock shares
(thousand shares) of the earnings per share
Dilutive effect

Weighted average number of common stock shares
(thousand shares) after adjusting the dilutive effect

Diluted earnings per share (NTD)

2020 2019

$5,490,966  $3,399,687
1,120,378 1,137,777
$4.90 $2.99
$5,490,966  $3,399,687
1,120,378 1,137,777
1,120,378 1,137,777
$4.90 $2.99

There was no other transaction performed to cause significant changes to the outstanding
common stock shares or the potential common stock shares after the reporting period and

before the release of the financial statements.
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33. Corporate combination

Acquisition of WanTai Securities Corporation

The Group acquired WanTai Securities Corporation on Nov. 3, 2020 and holds 99.51% of
voting shares. WanTai Securities Corporation is established at No. 193, Xinrong Rd.,
West Dist., Chiayi City, and engages in business regarding the trading of securities of
non-listed companies. The acquisition was expected to expand the service scope of the
Group.

The Group chose to measure the non-controlling interest of WanTai Securities
Corporation based on fair value measurement.

The fair value of WanTai Securities Corporation's identifiable assets and liabilities as of
the acqusition date are as follows:

Fair value upon

acquisition
Cash and cash equivalents $177,716
Financial assets measured at FVTPL 14,522
Financial assets measured at FVTOCI 17,017
Accounts receivable 63,713
Property, plant and equipment 2,518
Other assets 121,860
Subtotal 397,346
Payables 65,155
Other liabilities 2,291
Subtotal 67,446
Total identifiable assets at fair value $329,900
Goodwill of WanTai Securities Corporation:
Cash consideration $320,611
Add: Non-controlling interest (accounting for 0.49% of 1,628
identifying assets at fair value)
Less: Identifiable assets at fair value (329,900)
Gain on bargain purchase $(7,661)
Cash flow upon acquisition
Net cash obtained from subsidiaries $177,716
Cash payments (320,611)
Net cash outflow $(142,895)

From the day of acquisition (November 3, 2020) to December 31, 2020, the net income
from continuing business units of WanTai Securities Corporation amounted to NTD 951
thousand. If the acquisition were to happen in the beginning of the year, the net revenue
from continuing business units would have amounted to NTD 30,464 thousand and net
income NTD 3,323 thousand.
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VII. Related Party Transactions

1. Names of related parties and their relationship with the Group

Name

Relationship with the Group

Chen-Chih Tai

Chiung-Ting Tsai

Jih-Cheng Chang

Tiangang Investment Co., Ltd
Fu Chiang Investment Co.,
Ltd.

Ming-Tai Chen

Chao-Long Chen
Hung-Liang Chiang

Chuan-Fu Hou

Others

Chairman of the Company

Vice Chairman of the Group

President of the Group

Director of the Group

Director of the Group (2020.5.12 took office)

Independent Director of the Group (2020.5.12 term
expires)

Independent Director of the Group

Independent Director of the Group

Independent Director of the Group (2020.5.12 took
office)

Representatives of the Group's managers, incorporated
directors and supervisors, and second degree of kinship
and substantive stakeholders

2. Significant transactions with related parties

(1)

(@)

Deposits
Amount % of the account
balance
2020.12.31
Deposits $279,784 0.12%
2019.12.31
Deposits $216,702 0.11%

For the deposit interest rate between the Group and its related parties, except for
when the bank clerk's savings deposit amount within the prescribed limit with
interest calculated according to a preferential deposit interest rate, the amount
exceeding the threshold and the deposit interest rate of the other related party are
same as the interest rate of the general customers.

Loans
Amount % of the account
balance
2020.12.31
Loans $61,691 0.03%
2019.12.31
Loans $28,796 0.02%
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December 31, 2020

Number of | Current Performance Difference in
accounts or | period |Ending . Collateral |[trading conditions
Type . Normal | Non-performing .
name of | maximum |balance ) 1 contents and terms with
stakeholder | balance oans oans non-stakeholders
E)Z‘;S“mer 10 $6,281 | $6,037 | $6,037 |  $- None None
Residential
mortgage 6 16,5751 16,374 | 16,374 - Real estate None
Loan
Other loans | Chou OO 3,000 | 3,000 | 3,000 - Real estate None
Other loans | Huang OO 500 500 500 - Real estate None
Other loans | You OO 1,175 1,175| 1,175 - Certlﬁcat.e . None
Deposit
Other loans | Chen OO 15,800 | 15,800 | 15,800 - Real estate None
Other loans | Ou OO 9,000 | 9,000 | 9,000 - Real estate None
Other loans | Chen 0O | 2230 | 2230 | 2,230 _ | Certificate of None
Deposit
Other loans | Hsu OO 950 950 950 - Cert1ﬁcat§ of None
Deposit
Other loans | Wang OO 470 470|470 _ | Certificate of None
Deposit
Other loans | Chang OO 6,155 6,155| 6,155 - Real estate None
December 31, 2019
Number of | Current Performance Difference in
accounts or | period | Ending . Collateral | trading conditions
Type . Normal | Non-performing .
name of | maximum | balance 1 ' contents and terms with
stakeholder | balance oans oans non-stakeholders
ﬁ)‘;ﬁsumer 12 $5,601 | $5,374 | $5374| - None None
Residential
mortgage 4 13,264 | 13,147 | 13,147 - Real estate None
Loan
Other loans | Chou OO 3,000 [ 3,000 3,000 - Real estate None
Other loans | Huang OO 1,100 | 1,100 | 1,100 - Real estate None
Other loans | You OO 1,175 1,175 1,175 - Certlﬁcatp None
of Deposit
Other loans Yu OO 5,000 | 5,000 5,000 - Real estate None
(3) Leases

The rental expenses paid to the related party for the lease of the office in the period
of January 1 to December 31, 2020 and 2019 were NTD 3,840 thousand.

(4)
()
(6)

Guarantees: None.

Derivative financial instrument transactions: None.

Sales of non-performing loan: None.
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VIII.

(7) Remuneration of directors and key management personnel of the Group

2020 2019
Short-term employee benefits $34,962 $26,555
Retirement benefits 1,981 1,864
Total $36,943 $28,419
Pledged Assets
The Group has the following assets provided as collateral:
Book value
Items 2020.12.31 2019.12.31 Guaranteed debt
Financial assets measured at FVTPL  $5,828,699  $6,563,455 RP transaction
Financial assets measured at FVTPL 720,194 705,688  Various business
reserves and collaterals
Financial assets measured at FVTOCI 18,583,715 25,086,282 RP transaction
Financial assets measured at FVTOCI 3,976,544 6,540,073 Funds borrowed from
other banks
Due from the Central Bank and call 2,000,000 - Funds borrowed from
loans to banks Central Bank and other
banks
Accounts receivable 1,550,000 1,269,000 Funds borrowed from
other banks
Financial assets measured at FVTPL 41,000 49,400 Funds borrowed from
other banks
Other assets 30,000 - Settlement money

Total

$32,730,152  $40,213,898

remittance guarantee

Significant Contingent Liabilities and Unrecognized Contract Commitments

(1) The Group has the following or various trust agents and guarantees:

Receivable and collection
Receivable guarantees
Receivables from L/C
Trust and custody
Agreed financing amount

(@)

Major contents Contract amount

2020.12.31 2019.12.31
$12,340,695 $10,764,902
9,057,037 5,619,363
49,727 54,661
32,554,784 31,605,353
26,358,085 21,220,207

Amount paid

Amount yet to be
paid

Land in Guang Pu Phase
I

$423,500-$653,400

$21,175

$402,325-$632,225
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Contents and Amount of Trust Business Handled in Accordance with the Provisions of the

Trust Enterprise Act

The Group provides the trust balance sheet, income statement, and property list to the Trust
Department in accordance with Article 17 of the Enforcement Rules of the Trust Enterprise

Act as follows:

Balance Sheet of Trust Accounts

Trust assets 2020.12.31 2019.12.31 Trust liabilities 2020.12.31 2019. 12.31
Bank deposits $2,442,840 $909,909 Mid-term $4,721,230 $4,821,230
borrowings
2,284,733 2,524,592 Long-term 614,806 -
borrowings
8,791,795 9,171,811 Payables 23,320 22,179
Real estate 18,613,156 18,070,304 Other liabilities 38,447 31,402
Other assets 276,593 866,230 Trust capital 27,055,583 26,505,245
Reserve and
accumulated
earnings
(44,269) 162,790
Total trust assets $32,409,117  $31,542,846 Total trust liabilities $32,409,117  $31,542,846
Income Statement of Trust Accounts
Items 2020 2019
Trust revenue
Interest revenue $977 $1,105
Rent revenue 499,446 385,687
Dividend income 115,703 129,037
Unrealized capital gains 97,169 53,013
Other profits 1,807 16,158
Subtotal 715,102 585,000
Trust expenses
Administrative expenses (41,132) (34,571)
Tax expenses (30,412) (22,850)
Interest expenses (69,293) (40,298)
Unrealized capital loss (255,828) (69,166)
Unrealized exchange losses (143,472) -
Appraisal expenses (1,620) (3,000)
Remuneration expenses (1,200) (1,200)
Other Expenses (11,847) (58,645)
Subtotal (554,804) (229,730)
Net profit before tax (net loss) 160,298 355,270
Income tax expense - (25)
Net income (net loss) $160,298 $355,245
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Property Catalog of Trust Accounts

Investment 2020.12.31 2019.12.31
Bank deposits $2,442,840 $909,909
Stock 2,284,733 2,524,592
Funds 8,791,795 9,171,811
Real estate
Land 13,372,181 13,193,092
Buildings and structures 5,192,597 4,870,632
Construction in progress 48,378 6,580
Others 276,593 866,230
Total $32,409,117 $31,542,846
XI. Significant Disaster Loss
No such event.
XIl.  Significant Subsequent Events
No such event.
XIIl. Fair Value and Grade Information of Financial Instruments

1. Information on the fair value of financial instruments

Financial assets:
2020.12.31 2019.12.31

Book value Fair value Book value Fair value

Financial assets measured at FVTPL:
Mandatorily measured at fair value $45,032,063 $45,032,063 $34,979,793 $34,979,793
through profit or loss
Financial assets measured at FVTOCI 48,819,322 48,819,322 50,891,550 50,891,550
Financial assets measured at cost after
amortization:
Debt instrument investments 18,897,382 18,897,382 17,698,135 17,698,135
measured at amortized cost
Cash and cash equivalents (excluding 2,400,464 2,400,464 1,535,023 1,535,023
cash on hand)
Due from the Central Bank and call 12,542,608 12,542,608 11,162,682 11,162,682
loans to banks

Bonds and securities purchased under 200,248 200,248 150,022 150,022
agreements to resell

Receivables 5,933,698 5,933,698 4,907,384 4,907,384
Discounts and loans 184,901,230 184,901,230 155,350,678 155,350,678
Other financial assets 363 363 4,396 4,396
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Financial liabilities:
2020.12.31 2019.12.31
Book value Fair value Book value Fair value

Financial liabilities measured at cost
after amortization:
Deposits from the Central Bank and
other banks
Funds borrowed from Central Bank
and other banks
Bills and bonds sold under repurchase

$21,117,468 $21,117,468 $14,533,849 $14,533,849
4,597,650 4,597,650 4,395,830 4,395,830

21,990,934 21,990,934 28,218,020 28,218,020

agreements

Payables 1,601,260 1,601,260 1,252,826 1,252,826

Deposits and remittances 226,932,674 226,932,674 191,798,662 191,798,662

Lease liabilities 219,898 219,898 217,256 217,256
Financial liabilities measured at FVTPL:

Held for transaction purposes 13,062 13,062 6,002 6,002

The derivative financial instrument transactions are detailed as follows:

Items Contract amount Fair value
2020.12.31
Foreign exchange contracts $636,677 $(5,693)
2019.12.31
Foreign exchange contracts $1,984,179 $2,803

2. Methods and assumptions used in the fair value of financial instruments

Fair value refers to the price required or transferred to an asset in an orderly transaction

between market participants on a measurement date. The methods and assumptions used

by the Company to measure or disclose the fair value of financial assets and financial
liabilities are as follows:

(1) The fair value of short-term financial products is estimated based on the book value
on the balance sheet. As the maturity date of such products is very close or the
current collection price is equivalent to the book value, the book value is a
reasonable basis for estimating the fair value. This method is applied to cash and
cash equivalents, deposits at the Central Bank and inter-bank loans, RS bills and
bond investments, receivables, deposits of the Central Bank and other banks, funds
borrowed from Central Bank and other banks, RP bills and bond liabilities,
payables, deposits and remittances, and other financial liabilities.

(2) For financial assets and liabilities measured at fair value through profit or loss,
financial assets measured at fair value through other comprehensive income,
available-for-sale financial assets, and held-to-maturity financial assets, if there is a
public market price available, such market price is the fair value, which refers to the
closing price on the balance sheet date for the listed (OTC) equity security with a
market price available, the net asset value on the balance sheet date for the fund, the
closing price or reference price on the balance sheet date for the bond, and the
settlement price or the counterparty's quote for the derivative financial products. If
no market price is available for reference, the evaluation method is used for
estimation. When the Group adopts the market price including the purchase price
and the selling price, the Group will evaluate the selling (purchasing) position at the
market buying (selling) price. If there is no market price available at the time of
evaluation but there is the most recent market transaction price available, then the
said transaction price is the fair value of such financial asset.
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3.

3)

(4)

()

(6)

Discounts, loans, and deposits are all interest-bearing financial assets and liabilities,
so their book value is similar to the current fair value. The book value of the
collection is the estimated recovery amount net of the allowance for bad debt.
Therefore, the book value is the fair value.

For debt-based instruments that are without an active market price, the fair value is
determined by the counterparty's quotation or valuation method. The valuation
method is based on the discounted cash flow analysis. The assumptions of interest
rate and discount rate are mainly based on information related to similar instruments
(for example, Taipei Exchange reference yield curve, the Reuters commercial
promissory interest rate average quotation, and credit risk information).

The fair value of derivatives (including forward foreign exchange and foreign
exchange transactions) is the amount that the Group is expected to obtain or pay if it
wishes to terminate the contract at the agreed reporting date. The Group calculates
the fair value of the position held based on the parameters or quotation information
disclosed by the Reuters Information System.

The fair value of the equity instruments (e.g.: private company's stock shares) that
do not have a market price available is estimated with the market approach, which is
with the fair value estimated with the price generated in market transactions of the
same or comparable company's equity instruments and other relevant information
(e.g. lack of liquidity discount factor, the profit ratio of the similar company's stock,
and the input value of the similar company's stock price book ratio).

Please refer to Note XIII. 3 for the information on the fair value bracket of the Group's
financial instruments.

Fair value hierarchy

1)

The definition of the Group's three-level fair value

1) Levell
It refers to the public offer (unadjusted) of the same financial instrument
available on the active market on the measurement date. The fair value of the
listed (OTC) stocks, beneficiary certificates, corporate bonds, financial bonds,
convertible corporate bonds, and derivatives with a market price available
invested in by the Group is classified as Level 1.

2) Level Il
It refers to the observable prices other than the quote in an active market,
including the observable input parameters directly (as prices) or indirectly (e.g.
derived from prices) acquired from an active market. This includes the
convertible corporate bonds, Taiwan Central Government bonds, and general
derivatives invested by the Group.
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3) Level Il
It means that the input parameters for measuring fair value are not based on
information available from the market or by the quotations provided by the
counterparty. This includes the unlisted stocks in which the Group invests.

For assets and liabilities that are recognized in the financial statements on a
repetitive basis, the classification is re-evaluated at the end of each reporting period
to determine whether there is a transfer between the fair value levels.

(2) Information on the fair value measurement levels:
The Group does not have non-repetitive assets measured at fair value. The
information on the fair value level of repetitive assets and liabilities is shown below.

2020.12.31
Total Level I Level 11 Level 111
Assets measured at
fair value
Financial assets
measured at FVTPL
Stock investment  $5,613,478  $5,613,478 $- $-
Bond investment 36,342,634 2,593,994 33,748,640 -
Derivatives 7,369 - 7,369 -
Others 3,068,582 3,068,582 - -
Financial assets
measured at FVTOCI
Stock investment 3,928,038 1,076,369 56,142 2,795,527

Bond investment 44,891,284 36,573,280 8,318,004 -

Liabilities measured

at fair value

Financial liabilities

measured at FVTPL

Derivatives 13,062 - 13,062 -
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2019.12.31

Total Level I Level 11 Level 111
Assets measured at
fair value
Financial assets
measured at FVTPL
Stock investment  $3,564,197  $3,564,197 $- $-
Bond investment 29,056,073 - 29,056,073 -
Derivatives 8,805 - 8,805 -
Others 2,350,718 2,350,718 - -
Financial assets
measured at FVTOCI
Stock investment 2,569,607 21,386 13,839 2,534,382

Bond investment 48,321,943 39,382,688 8,939,255 -

Liabilities measured

at fair value

Financial liabilities

measured at FVTPL

Derivatives 6,002 - 6,002 -

(3) Transfer between Level I and Level II fair value
From January 1 to December 31, 2020 and 2019, the Group's assets and liabilities
measured at repetitive fair value did not experience any transfer between fair value
Level I and 1II.

(4) Changes in repetitive fair value level III statement

For the Group's liabilities measured at repetitive fair value that are categorized as
Level 111, adjustments from beginning to ending balance is as follows:

Financial assets measured
at FVTOCI - Stock

2020.1.1 $2,534,382
Total benefits recognized in 2020:
Recognized in other comprehensive income 229,446

(reported in "Equity instrument investments
measured at fair value through other comprehensive

income")
Achievements in the current period 31,699
2020.12.31 $2,795,527
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Financial assets measured
at FVTOCI - Stock

2019.1.1 $797,032
Total benefits recognized in 2019:
Recognized in other comprehensive income 432,699

(reported in "Unrealized gain(loss) on valuation of

equity instrument investments measured at fair

value through other comprehensive income")
Achievements in the current period 1,304,651
2019.12.31 $2,534,382

Significant unobservable input value information of Level III fair value
For the Group's assets measured at repetitive fair value and categorized in fair value
Level III, the material unobservable input used toward fair value measurement is as

follows:
Significant
Valuation unobservable Relationship of inputs
technique input value Range to fair value
Financial assets
measured at
FVTOCI
Stock Market Lack of 20%~30% The higher the lack of
approach liquidity liquidity, the lower the
discount rate estimated fair value

Evaluation process for Level III fair value

The financial instrument evaluation team of the Group's Risk Management
Department is responsible for independent fair value verification. The data from an
independent source is used to bring the evaluation results close to the market, to
confirm that the data sources are independent, reliable, consistent with other
resources, and representing executable prices, and regularly calibrate and evaluate
the valuation model, performing backtracking tests, updating the input values and
information required for the evaluation model, and any other necessary fair value
adjustments to ensure that the valuation results are reasonable.

(5) Not measured at fair value but must disclose fair value level information

Assets in which only

fair value is

disclosed: Level | Level 1l Level 11 Total
2020.12.31

Debt instrument

investments

measured at

amortized cost

Convertible

certificate of deposit $18,897,382 $- $- $18,897,382
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Assets in which only
fair value is disclosed:
2019.12.31
Debt instrument
investments
measured at
amortized cost
Convertible
certificate of
deposit

Level | Level 11 Level 111 Total

$17,698,135 $- $- $17,698,135

Transfer of financial assets

Transferred financial assets that are not fully derecognized

In the daily trading activities of the Group, for the transferred financial assets that did not
meet the overall de-recognizing conditions, most of them are RP debt securities as
collateral held by the counterparty of the transaction. Such transactions are essentially
secured borrowings and reflect the Group's liabilities from repurchasing the obligation of
the transferred financial assets at a fixed price in the future. For such transactions, the
Group is unable to use, sell, or pledge the transferred financial assets during the effective
period of the transaction, but the Group still bears the interest rate risk and credit risk.
Therefore, it has not been derecognized entirely.

The table below shows the financial assets not qualified under all conditions and related
financial liabilities:

December 31, 2020
. Book value of Book value of Fair value of Fair value of .
Category of financial related related Net fair value
transferred . transferred . ..
assets . financial . financial position
financial assets A financial assets A
liabilities liabilities

Financial assets

measured at FVTPL $5,828,699 $5,915,465 $5,828,699 $5,915.,465 $(86,766)
with R/P agreement
Financial assets

measured at

FVTOCI 18,583,715 16,075,469 18,583,715 16,075,469 2,508,246
with R/P agreement

XIV. Financial Risk Management

1.

Overview

The Group uses the business growth scale to establish a capital adequacy assessment
process that meets the risk profile in order to maintain adequate capital. Also, based on
the overall risk exposure, the Group implements appropriate overall capital allocation,
and establishes management mechanisms for various business risks in order to
strengthen business performance. The risks in the businesses on and off the balance
sheet, such as, credit risk, market risk, operational risk, liquidity risk, country risk,
interest rate risk in the banking book, etc., are included in the Group' scope of risk
management. Policies and methods are stipulated according to different risks, such as,
"Credit Policy," "Rules Governing Credit Review and Authorization," "Rules Governing
Risks," etc. Besides, according to the needs of the policies and methods, management
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guidelines were formulated, such as formulating "Regulations Governing Credit Risk,"
"Regulations Governing Market Risk," and "Regulations Governing Operational Risk"
in accordance with the "Rules Governing Risks," which were reviewed and approved by
the Board of Directors in order to effectively identify, measure, communicate, and
monitor various risks.

Risk management organizational structure

The risk management of the Group is carried out by the Risk Management Department in
accordance with the risk management policy approved by the Board of Directors. The
Risk Management Department works closely with business units to identify, assess, and
prevent risks. The Board of Directors has a written policy for risk management that
covers specific risk exposure, such as, interest rate risk, credit risk, etc. In addition, the
Audit Office regularly (at least once a year) and occasionally reviews the risk
management and operating procedures of the Group to ensure that the Group's risk
management mechanism can be operated effectively. Also, the audit records related to
various risks, such as transaction records, statements, and valuations are kept for the
review of the Audit Office.

(1) Risk Management Committee

For the purpose of upgrading the risk management mechanism, improving various
risks management, avoiding all possible adverse effects on the Group, and seeking
maximized profits with limited risks, the Risk Management Committee is
established with the President acting as the Chief Commissioner, and the
department head of the Finance Department, Digital Service and Business
Department, Risk Management Department, Credit Review Department,
Administration Office, International Sales Department, Compliance Department,
and the Business Management Department and other personnel designated by the
President act as the Members of the Committee. The chief auditor may attend the
Committee meeting, but is not entitled with voting rights. The Committee has a
meeting held once a month with the following missions to fulfill:

1) Add and amend the Group's risk management policy.

2) Coordinate the risk management issues of the Company, such as, credit risk,
market risk, and operational risk.

3) Review the ratio of the Group's regulatory capital to risk assets (referred to as
"capital adequacy ratio")

4) Handle and review the major risk exposure and unauthorized events which
occur.

5) Major issues or discussions related to risk management proposed by each unit.

6) Matters assigned by the Board of Directors, Chairman, and Vice Chairman.

The "Risk Management Department” is the execution unit of the Risk Management
Committee and the risk management planning and management unit of the Bank. It
independently monitors and manages the risks of the Bank. The department head of
the Risk Management Department acts as the Executive Secretary who is appointed
by the Board of Directors. The Risk Management Department is responsible for
calculating and monitoring the capital adequacy, and comprehensively handles the
risk management and reports to the competent authorities in accordance with
various risks management guidelines. Submits a risk control report to the
Committee on a quarterly basis and forwards it to the Board of Directors. Also, the
Committee sets rules to control various investment positions and transaction quotas,
and handles transaction clearing and settlement, such as, bank-wide fund
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(2)

3)

(4)

scheduling and securities trading.

Risk Management Committee

The President of the Group is the Chief Commissioner of the Company's Asset and
Liability Management Committee. The members are composed of the personnel
designated by the President and the department head of the Digital Service and
Business Department, the Risk Management Department, the Finance Department,
and the Administration Office. In response to the domestic and foreign financial
situation, the committee is responsible for adjusting the business strategy in a timely
manner, maintaining liquidity, safety, and profitability, and holding regular
meetings at least once a month. The main tasks are as follows:

1) Assess the impact of changes in domestic and foreign political and economic
situations and the trend of government policies on financial business operations.

2) Predict the impact of domestic and foreign funds, exchange rates, interest rate
trends, and other relevant financial indicators on the Group's business
operations.

3) Assess the Group's operating performance, capital position, asset and liability
risk position, and interest rate sensitivity, as well as study and adjust the best
ratio of various assets and liabilities.

4) Assess the Group's pricing strategy for deposit and loan interest rates.

5) Estimate the Group's future operating performance and moderately adjust the
Group's business strategy.

6) Matters assigned by the Board of Directors, Chairman, and Vice Chairman.

Credit Review Committee

The Credit Review Committee is chaired by the President and consists of the head
of the Credit Review Department, the Risk Management Department, and the
Digital Service and Business Department, and the personnel designated by the
President to strengthen the review and risk control of credit extensions and to ensure
the Group's credits. In principle, a meeting will be held once a week to review the
credit cases to be granted by the Board of Directors, and the results of the review
will be presented to the Board of Directors for approval. The process and transfer of
the proposals will be handled by the Credit Review Department.

Investment Management Committee

In order to respond to changes in domestic and foreign financial situations, the
Group timely adjust investment strategies and control investment risks to maintain
the safety and profitability of the Group’s investment positions. The "Investment
Management Committee" is established as the highest management unit responsible
for the Group’s investment business. The Investment Management Committee is
chaired by the President, and the members include the head of the Finance
Department and other personnel appointed by the President. The Committee has a
meeting held once a month with the following missions to fulfill:
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1) Set the Bank's investment strategies and principles according to the changes in
domestic and foreign political and economic situations and the trend of
government policies.

2) Assess whether the performance of the investment portfolio meets the expected
objectives, predict the impact of changes in domestic and foreign capital
situation, exchange rate, interest rate, and other relevant financial indicators on
the investment position of the Group, and study whether the investment strategy
should be adjusted.

3) Review the proportion, allocation, and reinvestment-orientation of various
financial investment projects.

4) Review the source of funds and cost structure of the investment.

Information Security Management Committee

The "Information Security Management Committee" is formed to improve the

information security management system, respond to all information

security-related laws and regulations, and comply with the relevant government

regulations in order to reduce the risk impact and influence on the Group due to

information security. The Committee has one convener appointed who is the

President or an individual appointed by the President. The members are the head of

the Risk Management Department, the Information Office, the Digital Service

Department, the Compliance Department, and the department head or the

designated individual of the department designated by the convener. The Audit

Department may attend the Committee meeting, but is not entitled with voting

rights. The Committee will hold meetings from time to time as needed. The main

tasks are as follows:

1) Propose the information security policy of the Group.

2) Promote the information security management system.

3) Assess the infrastructure of the information security management system.

4) Handle and review major information security incidents.

5) Major issues or discussions related to information security proposed by each
unit.

6) Discussion of other information security issues.

3. Credit Risk

(1)

(2)

Source and definition of credit risk

Credit risk refers to the risk of default loss caused by the borrower or counterparty
due to the poor business condition or other factors (such as, disputes between the
company and its counterparty), resulting in the borrower or counterparty not
fulfilling its contractual obligations. The sources of credit risk included on- and
off-balance sheet items. For the Group's credit risk exposure, the items on the
balance sheet mainly come from discounts and loans, deposits and interbank
lending, debt instrument investments and derivatives, and etc. The off-balance sheet
items are mainly guarantees, letters of credit, loan commitments, etc.

Credit risk management policies:

The Group's written credit risk management strategy is prepared as a guideline for
the credit operating procedure. Also, the relevant policies and operational
guidelines are set up to ensure that the strategy can be implemented continuously
and effectively in order to maintain rigorous loan granting standards, monitor credit
risk, assess possible business opportunities, and identify and manage
non-performing loans. The scope of management includes: (1) Various credit risks
(including individual credit cases, overall credit check, credit extension,
non-performing loans, etc.) and credit risk offset instruments, such as, collateral and
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guarantee, of the businesses on and off the balance sheet. (2) A credit risk related
product or position of the banking book or transaction book.

In order to maintain a safe and sound credit extension business and control credit
risk, the "Regulations Governing Credit Risk" was formulated to establish a credit
risk control mechanism when planning various businesses in order to implement the
procedures of identification, measurement, communication, and monitoring. Under
the hierarchical organization structure of credit management, each level shall, in
accordance with the "Rules Governing Credit Review and Authorization," strictly
execute case review within the authority to ensure the quality of credit assets. The
Group also formulated the "Directions for Credit Review and Implementation," and
the Credit Review Department is authorized by the Head Office in handling related
matter to strengthen post-loan management, in aim to effectively control credit risk.

The credit risk management procedures and measurement methods for each major
business of the Group are described below:
1) Credit extension (including loan commitments and guarantees)
The classification of credit assets and credit quality rating are described as
follows:

A. Credit asset classification

The Group's credit assets are classified into five categories. Except that the
normal credit assets are classified as Category I, the non-performing credit
assets are evaluated according to the loan guarantee status and the length of
time overdue, which are classified as Category II "Special Mention,"
Category III "Expected to be Recovered," Category IV "Doubtful," and
Category V "Losses." The Group has formulated the "Regulations
Governing the Procedures for Banking Institutions to Evaluate Assets and
Deal with Non-performing/Non-accrual Loans" to establish the internal
processing systems and procedures for asset quality assessment,
appropriation of loss reserve, collection of overdue loans, and liquidation of
bad debts. Also, it is handled in accordance with the requirements of the
competent authorities and the Group. In order to speed up the liquidation of
non-performing loans and reduce overdue loans, the Group has the "Rules
Governing Non-Performing Loans" formulated to realize a sound financial
structure and to enhance asset and liability management.

B. Credit quality rating

The Group has formulated the "Corporate Finance and Consumer Finance
Business Classification" according to the business characteristics and
scales. The directions for credit rating are formulated for corporate account
holders and individual account holders. The credit rating scores of the
debtors are classified into 10 grades (C1~C10), which is an internal credit
rating and it is used for risk management. The credit rating is used as
reference for credit approval and as reference in determining credit
conditions. Those with a poor credit rating are subject to higher credit
review frequency.
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2) Deposit and inter-bank lending
The Group evaluates the credit status of the counterparty before the transaction
is initiated. Before the end of each year, the Group determines the NTD and
foreign currency loan limits according to domestic and foreign financial
interbank credit ratings. And such matters are submitted to the Credit Review
Committee for review and reported to the Board of Directors for approval.

3) Debt instrument investment and derivative financial instruments

The Group's credit risk management of debt instrument is to identify credit risk
through the credit rating of debt instrument by domestic and international credit
rating agencies, bond guarantee institutions, country risks, and counterparty risk.
For the financial institutions that initiate investments in the Group's derivative
financial product transactions, set the ceiling of the financial transaction amount
by the nature of the counterparty and the credit rating in accordance with the
"Regulations Governing Derivatives Transactions Quota."

(3) Credit risk hedge or mitigation policy
1) Collateral

The Group adopts the methods of stipulation of credit limit restrictions,
collection of collateral, and the guarantor or the transfer of the credit guarantee
fund to reduce the credit risk for credit business in order to strengthen the credit
claim of the Group. The Group has formulated The Rules Governing Collateral
Appraisal and related procedural guidelines and regulations for regulating
acceptable types of collateral and the valuation, management, and disposal of
collateral, in order to ensure the Group’s credit claim. The Group has formulated
the creditor 's right security clauses, collateral clauses, and offset clauses, which
clearly define that in an event of credit, the credit limit may be reduced,
repayment period may be reduced or deemed to be fully due, or the debt may be
offset by debtor's deposit at the Group to reduce the credit risk.

The Group carries out on-site appraisal of the collateral on a regular basis or at
any time. The Group carries out credit check or revaluation of collaterals
according to the status of credit granting accounts. The Group also evaluates the
degree of guarantee provided by debtor and the legal effectiveness of the
guarantor in order to ensure the security of credit.

2) Credit risk limit and credit risk concentration control
The Group has the "Credit Policy" formulated to properly plan and control the
credits of the same natural person, the same legal person, the same public
enterprise, the same related party, the same associate, and the same group. Set
the ceiling (the same public enterprise shall not exceed the net value of the
Group, and the ceiling of the same group enterprise shall be adjusted and
approved according to its credit rating and prospect) of the ratio to the net value
of the Group for each entity in order to control the single credit risk and improve
the efficiency of fund utilization. For the ratio of total credit balance of the same
industry to the total credit balance of the Group, the ceiling will be approved
according to the industry and the overall economy and by referring to the
non-performing loan ratio of the industry and future economy. In order to
strengthen the credit risk control of each industry overseas and in Mainland
China, the respective limit is stipulated accordingly. For the ratio of the total
credit balance secured by residential real estate to the total credit balance of the
Group, it is divided into the categories of housing repair and working capital
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(4)

()

limit control by the intended use of funds. Also, the credit-orientation is
dynamically adjusted to hedge the overall risk and to avoid excessive credit risk
concentrations.

3) Master netting arrangement
The Group's transactions are usually cleared on a gross amount and the
Company agrees with the counterparties upon the clearing method, or all
transactions with the counterparty are terminated with a net amount clearing
arranged in the event of default in order to further reduce the credit risk.

Maximum credit risk exposure

The maximum credit risk exposure of the assets stated in the consolidated balance
sheet without the consideration of collaterals or other reinforced credit instruments
approximate their book value. The maximum credit risk exposure amount
(excluding collateral or other credit enhancement instruments, and irrevocable
maximum risk exposure amount) associated with off-balance sheet items is as
follows:

Maximum credit risk exposure
Off-balance sheet items amount

2020.12.31 2019.12.31
Customer's developed and irrevocable loan $26,358,085 $21,220,207
commitments
Customer's outstanding letters of credit 18,287 207,684
amount
Guarantee payments 9,057,037 5,619,363
Total $35,433,409 $27,047,254

The financial information related to asset on consolidated balance sheet, off-balance
sheet collateral held as guarantees, master netting arrangement and other credit
enhancements, that have impact on maximum credit risk exposure amount are
shown below:

Master netting
December 31, 2020 Collateral arrangement Total
Items on the statement
Discounts and loans $135,382,209 $- $135,382,209
Off-balance sheet items
Customer's developed and 9,624,965 - 9,624,965
irrevocable loan commitments
Customer's outstanding letters of 3,000 - 3,000
credit amount
Guarantee payments 4,435,540 - 4,435,540
Total $149,445.714 $ - $149,445.714
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(6)

Master netting

December 31, 2019 Collateral arrangement Total
Items on the statement
Discounts and loans $109,321,607 $- $109,321,607
Off-balance sheet items
Customer's developed and 11,707,019 - 11,707,019
irrevocable loan commitments
Customer's outstanding letters of 3,000 - 3,000
credit amount
Guarantee payments 2,287,112 - 2,287,112
Total $123,318,738 $ - $123,318,738

The Group’s management assesses and believes that the credit risk exposure amount
of the off-balance sheet items could be controlled and minimized continuously
because the Company and its subsidiaries have adopted a more stringent selection
process during the credit approval and subsequent periodic review.

Status of credit risk concentration

When a financial instrument counterparty is significantly concentrated on one
person, or a financial instrument has several counterparties who are mostly
engaging in similar business activities and have similar economic characteristics, so
that their ability to perform contracts is affected by economic or other conditions in
a similar manner, there is a significant concentration of credit risk.

The Group’s credit risk concentration is derived from assets, liabilities, or
off-balance sheet items, which are generated through transactions (regardless of
products or services) performance or implementation, or a combination of
cross-category risk exposure, including credit, deposit and inter-bank lending,
marketable securities investments, receivables, and derivatives. The Group did not
significantly concentrate on trading with single customers or single transaction
counterparties. The total transaction amount with single customers or single
transaction counterparties accounting for the Group’s discounts and loans and
collection amount is insignificant. The Group has the credit risk of the discount,
loans, and collections illustrated by the industry, region, and collateral as follows:

1) By industry

By industry 2020.12.31 2019.12.31
Amount % Amount %

I.  Private enterprises $143,012,218 | 76 | $118,440,765 | 75
Il.  Government agencies - - - -
I11.  Non-profit groups 155,410 161,417

IV. Private 44,674,901 | 24 39,016,244 | 25
V. Financial institutions - - - -
Total $187,842,529 [ 100 | $157,618,426 | 100

2) By region
The Group’s main business is conducted in Taiwan and there is no significant
concentration of credit risk by region.
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(8)

3) By collateral

Collateral categories 2020.12.31 2019.12.31
Amount % Amount %
Unsecured $52,460,320 | 28 $48,296,819 | 31
Secured
- Financial collateral 19,490,849 | 10 13,342,931 8
- Real estate 102,855,828 | 55 85,331,445 | 54
- Guarantee 5,849,882 3 2,932,494 2
- Other collaterals 7,185,650 4 7,714,737 5
Total $187,842,529 | 100 | $157,618,426 | 100

Analysis of the Group’s financial assets that is overdue but without impairment
The Group had no financial assets that were overdue without impairment as of
December 31, 2020 and 2019.

Judgment of the Group’s credit risk that has increased significantly since the
original recognition

Credit business

The Group assesses the change in the risk of default in the expected duration of each
type of credit asset on each reporting date to determine whether the credit risk has
increased significantly since the original recognition. For the purpose of this
assessment, the Group considers the information that evidences the significant and
reasonable increase of credit risk (including forward-looking information) since the
original recognition. The main considerations include:

1) Quantitative indicators:

If the contract is overdue for more than 30 days on the reporting date, it is

concluded that the credit risk has increased significantly since the original

recognition.
2) Qualitative indicators:

Observe the following information on the reporting date. If the following

conditions are met, it is concluded that the credit risk has increased

significantly since the original recognition.

a.  The records of bounced checks of the debtors reported by the Group.

b. The dishonored accounts announced by Taiwan Clearing House.

Cc. A specific performance is implemented by other banks against the
collateral of the debtors held the Group.

d. Acknowledged the debts of the debtors with reorganization requested by
other financial institution when implementing the post-loan management
procedures of review, tracking, and assessment.

e. Listed as a collection or debited to bad debts

f.  Acknowledged that the public certified accountants had issued an opinion
on the financial statements of the debtors with a concern over the
continuing operation of the audited debtors when implementing the
post-loan management procedures of review, tracking, and assessment.

g. Acknowledged other non-performing loans of the debtors.
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The Group’s various types of credit assets are not subject to the assumption that
the determined low credit risk can be regarded as no significant increase in
credit risk since the original recognition.

Debt instruments

The Group assesses the change in the risk of default in the expected duration of
each type of debt instrument on each reporting date to determine whether the
credit risk has increased significantly since the original recognition. For the
purpose of this assessment, the Group considers the changes in credit rating
that indicates the main evaluation indicator is a quantitative indicator since the
original recognition. When the credit rating on each reporting date is lower to
an extent than the credit rating on the original recognition date, it is determined
that the credit risk has increased significantly since the original recognition.

The Group’s various types of debt instrument are not subject to the assumption
that the determined low credit risk can be regarded as no significant increase in
credit risk since the original recognition.

(9) Definition of the Group’s default and credit impairment financial assets

Credit business

The Group’s definition of default on various types of credit assets is the same as the
default and credit impairment of each type of credit assets. If one or more of the
following conditions are met, the Group determines that the various types of credit
assets have been defaulted with credit impairment resulted:

1)

2)

Quantitative indicators

If the contract is overdue for more than 90 days on the reporting date, it is
concluded that default and credit impairment have occurred.

Qualitative indicators

Observe the following information on the reporting date. If the objective
evidence of impairment (such as agreement, bail-out, rehabilitated, etc.) is met,
it is determined that default and credit impairment have occurred.

Debt instruments

The Group’s definition of default on a debt instrument is the same as the credit
impairment of a debt instrument. If one or more of the following conditions are met,
the Group determines that the debt instrument has defaulted with credit impairment:

1)

2)

Quantitative indicators

If the credit rating on each reporting date reaches the default level, it is
determined as defaulted with credit impairment.

Qualitative indicators

Observe the following information on the reporting date. If the following
conditions are met, it is determined that default and credit impairment have
occurred.

a. An event of default occurred

b. The issuer’s significant financial difficulties

c. The issuer is likely to apply for bankruptcy or other financial restructuring.
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The foregoing definition of default and credit impairment is applicable to all
financial assets held by the Group and is consistent with the definitions used for the
internal credit risk management purposes of the financial assets and are applied to
the relevant impairment assessment model.

If the financial assets on the reporting date no longer meet the definition of default
and credit impairment, they are concluded to be in the status of performance and are
no longer regarded as financial assets that have defaulted with credit impairment.

(10) Write-off policy

When the Group cannot reasonably expect the financial assets to be recovered
entirely or partially, it will write off the whole or part of the financial assets in a
timely manner in accordance with the requirements of the competent authorities and
in line with the Group’s asset quality policy.

(11) Measurement of expected credit loss

For the purpose of assessing expected credit losses, the Group classifies financial
assets into the following combinations according to the credit asset/debt instrument
categories, credit ratings, and subject matter claim order:

Credit asset/debt instrument o

Definition
category
Grouped by risk characteristics, company
size, and credit category
Consumer banking loan Grouped by product category, loan type, etc.
Classified by long-term issuer rating

(Moody’s) and subject matter claim order

Corporate banking loan

Corporate bonds and financial bonds

Government bonds and Central Classified by sovereign rating (Moody’s) and
Bank’s convertible certificate of subject matter claim order
deposit

For the financial instruments that have not significantly increased in credit risk
(Stage 1) after the original recognition, the Group measures the allowance for loss
of the financial instrument according to the expected credit loss amount within 12
months. For the financial instruments with significant increase in credit risk after
the original recognition (Stage 2) or with credit impairment (Stage 3), it is measured
by the expected credit loss amount of the duration.

In order to measure the expected credit losses, the Group while considering the
probability of default (PD) of the borrower/issuer in the next 12 months and the
duration includes the loss given default (LGD) and has it multiplied by the exposure
at default (EAD), taking into account the impact of the time value of money to
calculate the expected credit losses for 12 months and the duration. However, for
the off-balance sheet credit assets, it must be multiplied by the credit conversation
factor (CCF) that is regulated with the "standardized approach" of Basel II.
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The probability of default (PD) and loss given default (LGD) used in the
impairment assessment of the Group’s credit business/investment business are
adjusted and calculated according to the internal and external information of each
combination and based on current observable information and forward-looking
macro-economic information (e.g. global economic growth rate, inflation rate, etc.).

The Group assesses the amount of financial asset default risk on the reporting date.
In addition, based on internal and external information, the Group considers the
financial assets to be used within 12 months after the reporting date and the amount
expected to be used in order to determine the default risk exposure amount for the
calculation of the expected credit loss.

There was no significant change in the estimation techniques or material
assumptions that were used in 2020 to assess the expected credit loss. However, the
Group reinforces and increases frequency of monitor control, and modifies models
to reflect the increases in defaults and recoveries.

(12) Consideration of prospective information

The Group uses archive data to analyze and identify the economic factors that affect
the credit risk and expected credit losses of each asset portfolio, and estimates the
impairment parameters after prospective adjustment based on the regression model
or imputation adjustment method. The relevant economic factors and their impact
on PD and LGD vary according to the type of financial instruments.

The relevant economic factor of credit assets identified by the Group in 2020 was
the economic growth rate. The relevant economic factors of debt instrument
identified by the Group in 2020 were the global economic growth rate and inflation
rate.
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(13) Allowance for loss

Changes in allowances for bad debts related to discount and loan

Changes in the allowances for bad debts related to discounts and loans for the period from January 1 to December 31, 2020 are as

follows:

Beginning balance

Changes in financial
instruments recognized at the
beginning of the period:

- Converted to expected
credit losses of the
duration

- Converted to financial
assets with credit
impairment

- Converted to 12-month
expected credit loss

- Financial assets
derecognized in the current
period

Purchased or originated new
financial assets

Impairment difference
recognized in accordance
with the "Regulations
Governing the Procedures for
Banking Institutions to
Evaluate Assets and Deal
with

Expected

credit losses of credit losses of

the duration

Expected

the duration

Impairment difference
recognized in accordance
with the "Regulations

180

Expected  Expected (financial (financial Governing the Procedures for
credit assets with assets with Banking Institutions to
losses of  losses of non-purchased purchased or Impairment Evaluate Assets and Deal
Anticipated the duration the duration or originated originated  appropriated with
credit loss in  (collective (individual credit credit according to Non-performing/Non-accrual
12 months  assessment) assessment) impairment) impairment) IFRS 9 Loans" Total
$341,497 $2,232 $- $121,436 $- $465,165 $1,802,583 $2,267,748
(1,042) 402 - - - (640) - (640)
- (34) - 3,205 - 3,171 - 3,171
- (16) - - - (16) - (16)
(279,891) (478) - (192,488) - (472,857) - (472,857)
81,864 246 - 63,538 - 145,648 - 145,648
- - - - - - 890,589 890,589



Non-performing/Non-accrual
Loans"

Write-off bad debts
Recovered amount after
write-off bad debts

Other changes

Changes in exchange rate

Ending balance

Expected Expected
credit losses of credit losses of
the duration the duration

Impairment difference
recognized in accordance
with the "Regulations

Expected  Expected (financial (financial Governing the Procedures for
credit credit assets with assets with Banking Institutions to
losses of  losses of non-purchased purchased or Impairment Evaluate Assets and Deal
Anticipated the duration the duration or originated originated  appropriated with
credit loss in  (collective (individual credit credit according to Non-performing/Non-accrual
12 months  assessment) assessment) impairment) impairment) IFRS 9 Loans" Total
- - - (277,636) - (277,636) - (277,636)
- - - 393,161 - 393,161 - 393,161
- - - - - - (7,869) (7,869)
$142,428 $2,352 $- $111,216 $- $255,996 $2,685,303 $2,941,299
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Changes in the allowances for bad debts related to discounts and loans for the period from January 1 to December 31, 2019 are as

follows:

Beginning balance

Changes in financial
instruments recognized at the
beginning of the period:

- Converted to expected
credit losses of the duration

- Converted to financial
assets with credit impairment
- Converted to 12-month
expected credit loss

- Financial assets
derecognized in the current
period

Purchased or originated new
financial assets

Impairment difference
recognized in accordance
with the "Regulations
Governing the Procedures for
Banking Institutions to
Evaluate Assets and Deal
with
Non-performing/Non-accrual
Loans"

Write-off bad debts

182

Expected
Expected credit losses Impairment difference
credit losses of the recognized in accordance
of the duration  duration with the "Regulations
Expected  Expected (financial (financial Governing the Procedures for
credit credit assets with assets with Banking Institutions to
losses of  losses of non-purchased purchased or Impairment  Evaluate Assets and Deal
Anticipated the duration the duration or originated  originated  appropriated with
credit loss in  (collective (individual credit credit according to Non-performing/Non-accrual
12 months  assessment) assessment) impairment) impairment) IFRS 9 Loans" Total
$392,388 $41,994 $- $146,477 $- $580,859 $1,786,364 $2,367,223
(1,188) 1,054 - (795) - (929) - (929)
(20) (18) - 2,897,934 - 2,897,896 - 2,897,896
2 (19) - - - 17) - 17
(251,121) (41,286) - (17,593) - (310,000) - (310,000)
201,436 507 - (250,573) - (48,630) - (48,630)
- - - - - - 20,475 20,475
- - - (2,986,217) - (2,986,217) - (2,986,217)



Recovered amount after
write-off bad debts

Other Changes

Changes in exchange rate
Ending balance

Expected
credit losses

of the duration

Expected  Expected (financial

Expected

credit losses

of the
duration
(financial

Impairment difference
recognized in accordance
with the "Regulations
Governing the Procedures for

credit credit assets with assets with Banking Institutions to
losses of  losses of non-purchased purchased or Impairment  Evaluate Assets and Deal
Anticipated the duration the duration or originated  originated appropriated with
credit loss in  (collective (individual credit credit according to Non-performing/Non-accrual
12 months  assessment) assessment) impairment) impairment) IFRS 9 Loans" Total
- - - 332,203 - 332,203 - 332,203
- - - - - - (4,256) (4,256)
$341,497 $2,232 $- $121,436 $- $465,165 $1,802,583 $2,267,748
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Changes in the total book value of discount and loan

Changes in the total book value for the period from January 1 to December 31, 2020 are as follows:

Beginning balance

Converted to expected credit losses of the
duration

Converted to financial assets with credit
impairment

Transferred out from the financial assets
with credit impairment

Discount and loan assessed collectively
Originated or purchased discounts and loans
Write-off bad debts

Derecognition

Changes in the revisions that do not cause
derecognition

Other Changes

Ending balance

Expected credit losses

Expected credit
losses of the

Expected Expected credit of the duration duration (financial
credit losses of  losses of the (financial assets with assets with
Anticipated the duration duration non-purchased or purchased or
credit loss in (collective (individual originated credit originated credit
12 months assessment) assessment) impairment) impairment) Total
$156,744,815 $595,799 $- $277,812 $- $157,618,426
(438,692) 356,533 - - - (82,159)
- (11,854) - 11,315 - (539)
6,245 (7,658) - - - (1,413)
110,317,437 377,865 - 96,953 - 110,792,255
- - - (277,636) - (277,636)
(80,125,708) (226,317) - 145,620 - (80,206,405)
$186,504,097 $1,084,368 $- $254,064 $- $187,842,529
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Changes in the total book value for the period from January 1 to December 31, 2019 are as follows:
Expected credit

Expected credit losses losses of the
Expected Expected credit of the duration duration (financial
credit losses of  losses of the  (financial assets with assets with
Anticipated the duration duration non-purchased or purchased or
credit lossin 12 (collective (individual originated credit originated credit
months assessment) assessment) impairment) impairment) Total
Beginning balance $150,797,346 $3,461,185 $- $338,444 $- $154,596,975
Converted to expected credit losses of
the duration (337,536) 258,937 - (3,040) - (81,639)
Converted to financial assets with (13,200) (5,907) . 2,911,156 - 2,892,049
credit impairment
Transferred out from the financial
assets with credit impairment 7,707 (0.194) ) i ) (1,487)
Discount and loan assessed collectively - - - - - -
ggfénated or purchased discounts and g3 g3 69 179,197 . 108,859 - 94,151,125
Write-off bad debts - - - (2,986,217) - (2,986,217)
Derecognition (87,572,571) (3,288,419) - (91,390) - (90,952,380)
Changes in the revisions that do not i i i ) i i
cause derecognition
Other Changes - - - - - -
Ending balance $156,744,815 $595,799 $- $277,812 $- $157,618,426
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Changes in expected credit losses of the financial assets-debt instrument measured at fair value through other comprehensive income by

the Group are as follows:

Financial assets

Expected credit ~ Expected credit with credit
losses of the losses of the impairment
duration duration (expected credit
Financial assets measured at FVTOCI - allowance for Anticipated credit (collective (individual losses of the
losses loss in 12 months assessment) assessment) duration) Total
Expected credit losses on January 1, 2020 $32,546 $104,030 $- $- $136,576
Changes arising from the recognition of financial instruments on January 1, 2020
Converted to expected credit losses of the duration (7,302) 547,419 - - 540,117
Converted to financial assets with credit - - - - -
impairment
Converted to 12-month expected credit loss - - - - -
Financial assets derecognized in the current period (4,341) (79,581) - - (83,922)
Purchased or originated new financial assets 9,578 - - - 9,578
Changes in model/risk parameters 7,594 3,164 - - 10,758
Other changes and exchange rate changes (1,068) (1,298) - - (2,366)
Expected credit losses on December 31, 2020 $37,007 $573,734 $- $- $610,741
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Expected credit ~ Expected credit

Financial assets
with credit

losses of the losses of the impairment
duration duration (expected credit

Financial assets measured at FVTOCI - allowance for Anticipated credit (collective (individual losses of the
losses loss in 12 months assessment) assessment) duration) Total
Expected credit losses on January 1, 2019 $32,972 $79,056 $- $- $112,028
Changes arising from the recognition of financial instruments on January 1, 2019

Converted to expected credit losses of the duration (486) 24,449 - - 23,963

Converted to financial assets with credit - - - - -

impairment

Converted to 12-month expected credit loss - - - - -

Financial assets derecognized in the current period (5,698) - - - (5,698)
Purchased or originated new financial assets 5,388 8,794 - - 14,182
Changes in model/risk parameters 909 (6,656) - - (5,747)
Other changes and exchange rate changes (539) (1,613) - - (2,152)
Expected credit losses on December 31, 2019 $32,546 $104,030 $- $- $136,576
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Changes in the total book value of the Group’s financial assets - debt instrument measured at fair value through other comprehensive

income are further explained as follows:

Financial assets

Expected credit ~ Expected credit with credit
losses of the losses of the impairment
duration duration (expected credit

Financial assets measured at FVTOCI - total book  Anticipated credit (collective (individual losses of the
value loss in 12 months assessment) assessment) duration) Total
Total book value on January 1, 2020 (Note) $43,244,481 $1,929,367 $- $- $45,173,848
Converted to expected credit losses of the duration (5,012,696) 4,740,147 - - (272,549)
Converted to financial assets with credit impairment - - - - -
Transferred out from the financial assets with credit - - - - -
impairment
Purchased or originated new financial assets 7,823,112 - - - 7,823,112
Financial assets derecognized in period (9,605,812) (1,477,358) - - (11,083,170)
Other changes and exchange rate changes (1,139,564) (24,065) - - (1,163,629)
Total book value on December 31, 2020 (Note) $35,309,521 $5,168,091 $- $- $40,477,612

Note: The total book value does not include evaluation adjustments.
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Financial assets
Expected credit Expected credit ~ with credit

losses of the losses of the impairment
Anticipated duration duration (expected credit

Financial assets measured at FVTOCI - total credit loss in 12 (collective (individual losses of the
book value months assessment) assessment) duration) Total
Total book value on January 1, 2019 (Note) $52,183,475 $1,365,139 $- $- $53,548,614
Converted to expected credit losses of the (461,497) 452,009 - - (9,488)
duration
Converted to financial assets with credit - - - - -
impairment
Transferred out from the financial assets with - - - - -
credit impairment
Financial assets assessed collectively - - - - -
Purchased or originated new financial assets 7,900,013 139,884 - - 8,039,897
Financial assets derecognized in period (15,727,345) - - - (15,727,345)
Changes in the revisions that do not cause - - - - -
derecognition
Other changes and exchange rate changes (650,165) (27,665) - - (677,830)
Total book value on December 31, 2019 (Note) $43,244,481 $1,929,367 $- $- $45,173,848

Note: The total book value does not include evaluation adjustments.
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The allowance for loss of the Group’s receivables is measured with the expected
credit loss amount of the duration. The assessment of the allowance for loss on
December 31, 2020 and 2019 is described as follows:

The Group’s receivables are not overdue. Counterparties are groups with the
considerations of their credit rating, regional, and industrial factors. Also, measure
the allowance for loss with the provision matrix. For the total book value were NTD
6,022,961 thousand and NTD 4,988,642 thousand, the allowance for loss is
measured with an expected credit loss rate of 0%~2%, so it is for an amount of NTD
89,263 thousand and NTD 81,258 thousand.

Changes in allowances or loss of notes and accounts receivables of the Group in
2020 and 2019 are as follows:

Receivables
2020.1.1 $81,258
Amount appropriated in current period 99,826
Write-off amount (157,252)
Recovery of write-off amount 65,431
2020.12.31 $89,263
2019.1.1 $70,851
Amount appropriated in current period 88,148
Write-off amount (87,412)
Recovery of write-off amount 9,671
2019.12.31 $81,258

(14) The Group’s financial assets with the maximum credit risk exposures as of
December 31, 2020 and 2019 amounted to NTD 229,181,773 thousand and NTD
203,536,045 thousand, respectively, which include financial assets measured at fair
value through other comprehensive income and discounts and loans.

(15) The maximum credit risk exposure amount of the financial instruments that are not
subject to impairment requirements is as follows:

2020.12.31 2019.12.31
Financial assets measured at FVTPL
Debt instruments $36,342,634 $29,056,073
Derivatives 7,369 8,805

(16) Collateral and other credit enhancements

The Group adopts a series of policies and measures for the credit business to reduce
credit risk, one of the commonly uses methods is to request the borrower to provide
collateral. For the collateral assessment management and loan collateral value
calculation, the Group has procedures for the range of collateral collected, the
valuation, management, and disposal of collateral formulated to ensure loans. The
main types of collateral for the Group’s financial assets are as follows:

- Real estate mortgage: The loan amount is set separately according to the location
of the real estate. For larger amount or special products, the public appraisers are
entrusted to perform price evaluation.

- Stocks: The reasonable loan amount and evaluation criteria are formulated by
the conditions of listing, OTC, emerging market, and unlisted stocks.

- Movable property: An appropriate loan amount is determined according to the
nature of disposition and cost.
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4.

- Certificate of Deposit: Mainly refers to the Bank’s certificate of deposit in NTD
or foreign currency.

- Credit insurance: It is handled with credit insurance for small and medium-sized
enterprises.

- Rights pledge: Special rights, such as, land rights and creditor’s rights are judged
separately on a case-by-case basis.

For the credit preservation and collateral clauses in the credit contract, it is clearly
defined that upon the occurrence of a credit event, the borrowing amount can be
reduced and the borrowing repayment period can be shortened or deemed as expired
entirely in order to reduce credit risk.

The collateral of other non-credit business is subject to the nature of the respective
financial instrument. Only asset-based securities and other similar financial
instruments are secured by a group of asset-based financial instruments.

The Group’s collateral policy has no significant change occurring on the balance
sheet date and there has been no significant change in the quality of the overall
collateral.

The Group closely observes the value of collateral for financial instruments and
considers the impairment to be appropriated for the financial assets with credit
impairment occurred. The financial assets with credit impairment are as follows:
Total exposure
Provision for (cost after
Total book value impairment amortization)

Impaired financial assets:

Discounts and loans $148,463 $39.,471 $108,992

Total financial assets with
impairment $148,463 $39.471 $108,992

Liquidity Risk

(1)

(2)

Sources and definitions of liquidity risk

The definition of the Group's liquidity risk refers to the possible financial losses due
to the inability to liquidate assets or obtain loans to have the funds needed to repay
the soon-to-expire financial liabilities, such as depositors terminating deposits
before the maturity date, worsening of financing channels and conditions for
inter-bank lending due to specific market influences, the worsening of debtor's
credit default leading to abnormal recovery of funds, and the difficulty for
realization of financial instruments. The aforementioned circumstances may
weaken the Group’s source of cash for financial activities, such as, loans, trading,
and investment. In an extreme situation, the lack of liquidity may result in a decline
in the position of the balance sheet, the sale of the asset, or the failure in meeting the
borrowing commitment. Liquidity risk exists in the inherent risks of all banking
operations and may be affected by various industry-specific or market-wide events,
including but not limited to: credit events, mergers or acquisitions, systemic impact,
and natural disasters.

Liquidity risk management policy

The liquidity management procedures of the Group are executed separately in the
Finance Department and the Risk Management Department. However, the branches
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3)

are required to notify the Finance Department of the funding gap for the unified
control of the Finance Department and are monitored by the independent Risk
Management Department. The procedures include:
1) Schedule daily finds, monitor future cash flows to ensure the fulfillment of
various needs.
2) Maintain an appropriate amount of high liquidity assets that can be easily
realized to buffer unforeseen and unexpected events that may interrupt cash
flow.
Monitor the liquidity ratio of the consolidated balance sheet in accordance with
the internal management purposes and external regulatory requirements.
The monitoring process is based on the measurement and speculation of the flow
of funds one day and one month in the future (such period is used by the Group
for the management of liquidity risk). The estimation of future cash flows begins
with an analysis of the contractual maturity date of financial liabilities and the
expected cash realization date of financial assets. The Risk Management
Department of the Group also monitors the extent and pattern of contingent
liabilities, such as mid-term and long-term borrowing commitments, discount
quotas, and guarantee letters.

3)

Relevant information is regularly reported to the Group's Risk Management
Committee and the Board of Directors.

Regarding the financial liabilities held for the purpose of managing the liquidity
risk, the due date of the Group's financial liability contracts is summarized in the
table below. The amounts disclosed in the table are based on the contractual cash
flows, so the amount disclosed in some of the projects does not correspond to the
related items on the consolidated balance sheet.

2020.12.31
Not more
than one 3 months ~1  More than
month 1~3 months year one year Total

Non-derivative
financial liabilities
Deposits from the $21,117,468 $- $- $-  $21,117,468
Central Bank and other
banks
Funds borrowed from - 2,535,450 1,212,200 850,000 4,597,650
Central Bank and other
banks
Bills and bonds sold 15,960,934 4,030,000 2,000,000 - 21,990,934
under repurchase
agreements
Deposits and 18,875,606 25,987,870 84,464,898 97,604,300 226,932,674
remittances
Lease liabilities (Note) 6,554 13,094 53,479 239,561 312,688
Other financial 130,000 710,000 50,000 - 890,000

liabilities

Derivative financial

liabilities

Derivative financial
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liabilities measured at
FVTPL

Foreign exchange
derivatives
Cash outflow
Cash inflow
Net cash flow

2019.12.31

Non-derivative
financial instruments
Deposits from the
Central Bank and other
banks

Funds borrowed from
Central Bank and other
banks

Bills and bonds sold
under repurchase
agreements

Deposits and
remittances

Lease liabilities (Note)
Other financial
liabilities

Derivative financial

instruments

Derivative financial

instruments measured

at fair value through

profit or loss
Foreign exchange

derivatives

Cash outflow

Cash inflow

Net cash flow

Not more

than one 3 months ~ 1 More than
month 1~3 months year one year Total
$649,739 $- $- $- $649,739
636,677 - - - 636,677
$(13,062) $- $- $- $(13,062)
Not more
than one 3 months ~ 1 More than
month 1~3 months year one year Total
$13,781,199 $752,650 $- $- $14,533,849
1,755,830 810,000 700,000 1,130,000 4,395,830
23,250,020 4,968,000 - - 28,218,020
14,546,478 17,853,339 74,421,043 84,977,802 191,798,662
6,286 12,572 53,825 157,609 230,292
- 500,000 - - 500,000
$2,084,482 $- $- $- $2,084,482
2,078,480 - - - 2,078,480
$(6,002) $- $- $- $(6,002)
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Note 1. Further information on the maturity analysis of the lease liabilities is provided in

Lease

the following table:

liabilitics Period to expiry
Less than 1
year 1~5 years 6~10 years  10~15 years Total
2020.12.31 $73,127 $173,681 $65,880 $- $312,688
2019.12.31 $72,683 $134,397 $23,212 $- $230,292
Market Risk

(1) Source and definition of market risk

Market risk refers to the loss of the positions that may occur on and off the balance
sheet due to the changes in market prices. The so-called market price refers to
interest rate, exchange rate, stock price, and product price.

The Group shall classify the holding position into a trading book and a banking book
according to its purpose. The market risks faced by each position can be divided into
four risk categories: interest rate, equity securities, foreign exchange, and product.

@)

3)

1)

2)

3)

The "trading book" includes the position of the financial products (including

goods and derivative financial products) and physical products held for the

purpose of trading or for the risk hedging of the trading book position. The term

"trading purpose" stated in the preceding paragraph refers to the intention of a

short-term gain or to generate or secure the arbitrage from actual or expected

short-term price fluctuations.

Financial products and physical products that are not held for the

aforementioned purpose are within the scope of the "banking book."

Market risk management scope:

i. For interest rates and equity securities, it is only necessary to compute the
capital needed for market risk of the trading book.

ii. For foreign exchange and products, it is necessary to compute the capital
needed for all market risks.

Market risk management strategy

1)

2)

3)

Market risk management strategies should be documented to explain market

risk management objectives and to ensure consistency in market risk

management of the Bank.

The market risk management strategies shall be appropriately adjusted in

response to the Group's operating environment and changes in risk. They shall

also be in line with the Group's business strategies and objectives, and cover all

key market risks associated with the business.

The market risk management strategies shall include at least the following:

I.  Market risk measurement methods: including qualitative and quantitative
methods.

ii. Market risk monitoring methods: such as limits management, stop-loss
mechanism, etc.

iii. The Group shall establish an approval hierarchy and regulate the standard
operating procedure for overrun.

Market risk management process

The market risk management process includes risk identification, measurement,
communication, and monitoring. The Group shall effectively identify, measure,
communicate, and monitor market risks associated with all major trading products,
trading activities, processes, and systems.
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1) Risk identification

The so-called market risk factor refers to the market ratio and price that
influence the price of the position. The Group's risk measurement system
should have sufficient risk factors to measure the risks in the on- and
off-balance sheet trading position.

For any structured financial product, the market risk factors of each part
should be identified in order to provide the basis for a correct measurement
of the market risk exposure of the structured product.

iii. The selection of risk factors includes interest rates, exchange rates, equity

securities prices, and product prices.
Each unit of the Group shall identify the market risk in business activities
or financial products.

2) Risk measurement

The risk management personnel of the Group’s business trading units shall
establish reasonable verification and control procedures for the sources of
market data, such as, product market price, interest rate, and exchange
rate.

When risk management personnel of the business transaction units
measure market risk, they should consider the market liquidity risk caused
by insufficient market depth, low market transparency, or market disorder.
The risk management personnel of the financial transaction unit shall
evaluate the trading position base on the market price at least once a day.
All model parameters should be evaluated daily if the model is used for
evaluation.

The Group should develop a procedure for measuring the overall position
risk exposure according to the scale and complexity of the portfolio held to
avoid excessive concentration of the investment portfolio on a certain risk
factor. When performing risk measurement, the individual risk of the
subject matter of the transaction and the possible risk dispersion effect
should be taken into account upon evaluating the volatility and correlation
of the subject matter of the transaction. And a position with poor liquidity
or insufficient market price transparency should be evaluated
conservatively in order to fully assess the market risks faced by the Group.

3) Risk communication

Internal report

(i) Market risk reports shall regularly provide accurate, consistent, and
timely information to senior executives as a reference for their
decisions.

(i) The Group should establish various operating procedures to ensure
that overruns and exceptions (e.g. violations of policies and
procedures) can be immediately reported to the governing
management.

External disclosure

(i) The market risks faced by the Group should be fully disclosed.

(if) The computed capital of the following risks should be disclosed:
Interest rate risk, equity securities risk, foreign exchange risk, and
product risk.

(iii) The extent of information disclosure should be in line with the scale,
risk profile, and complexity of the Group's sales operations.
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4)

Risk monitoring

Each business unit of the Group shall establish a transaction limit system,
which shall be controlled by the risk management personnel on a daily
basis. If there is a lack of risk management, such as, overrun or other
special circumstances, it shall be reported in due course to facilitate the
adoption of the response measures.
The status of the transaction shall be monitored immediately and
comprehensively, such as whether the changes in position, changes in
profit or loss, trading patterns, and subject matter of the transaction are
within the scope of business authorization.
Information needed for the review of financial products valuation should
be obtained by the Group externally or through a channel other than the
trading unit in order to avoid manipulation of price data due to conflicts of
interest.
The Group shall stipulate the limits management, stop-loss mechanism,
and overrun process to effectively monitor market risks.
(i) Limits management
The responsible business department shall set the limits for financial
product transactions according to the product characteristics and
authorization hierarchy, such as, traders, risk category, counterparty's
trading position limits, stop-loss limits, etc.
(if) Stop-loss mechanism
The responsible business department shall establish a clear stop-loss
mechanism and implement it to effectively control the loss within the
expected range.
(iii) Overrun processing
The responsible business department shall clearly establish a defined
limit and overrun mechanism and implement it to effectively handle
the extraordinary cases.

(4) Trading book risk management policy
Financial transactions should be divided into trading books and banking books
according to the intention of holding, which are defined as follows:
The scope and definition of the trading book: The trading book includes the
position held for the purpose of trading or risk hedging of the trading book.
The position must be free from any contractual restrictions in trade, or the risk
can be completely hedged. The positions included in the trading book are
summarized as follows:

1)

2)

i.
ii.

iii.
Iv.

V.

The positions held for earning a profit from the actual or expected spread.
The positions held for earning a profit from other price changes.

The position held due to engaging in the brokerage and trade business.
The position held to offset all or most of the risks of another asset position
or portfolio on the trading book.

All positions that can be traded within the predetermined investment
amount.

Trading Book Authorization Projects:

Monetary market transactions: short-term bill (bond) within one year.
Capital market transactions: More than one year government bonds,
corporate bonds, financial bonds, beneficiary securities, asset
securitization bonds, stocks, various types of fund beneficiary certificates,
and convertible corporate bonds.
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3)

4)

ili. Derivative financial product transactions: including exchange rates,
interest rates and stocks, etc.

Iv. Foreign exchange market transactions: foreign exchange spot, swap,
forward foreign exchange, and forward rate agreement.

Evaluation mechanism of the transaction book:

The evaluation mechanism of the Group's trading book position shall be
handled by the risk management personnel who are independent of the trading
desk. The trading book position shall be valued on a daily or weekly basis in
accordance with the "Market to Market Method" with information from an
independent source and readily available, such as, exchange prices, electronic
screen quotes, or quotes from independent brokers, which should be presented
to the Board of Directors for approval and future reference.

Management specifications and procedures for the position limits, monitoring,
early warning, stop-loss, and reporting: It should be handled in accordance
with the Group's "Regulations Governing Market Risk," "Regulations
Governing Security Investment," "Regulations Governing Derivatives
Transactions," "Regulations Governing Foreign Exchange Business,"
"Regulations Governing Loans Business," "Interest Rate Risk Management
Policy," "Liquidity Risk Management Policy," and other relevant regulations.

(5) Management of interest rate risk in banking book

1)

2)

Management strategy and process

Make adequate adjustment to respond to the changes in the Group’s operating
environment and the changes in risks. Maintain the Group's operational
strategies and deepen the Group's operations. Enhance the performance of the
Bank's asset portfolio. Assess the impact of changes in interest rate on
economic value or earnings. Establish the interest rate risk in banking book
control mechanism in accordance with the "Regulations Governing Interest
Rate Risks in Banking Book," which is implemented in accordance with the
procedures of identification, measurement, communication, and monitoring,
so that the interest rate risk is maintained at an appropriate level. Consistency
of objectives and coverage of all-important interest rate risks in banking book
associated with the business.

Management organization and structure

A. The Board of Directors is the highest decision-making authority of the
Group's interest rate risk in banking book management and bears ultimate
responsibility for the Group's interest rate risk in banking book.

B. The Asset and Liability Management Committee is responsible for
assessing the Group's operating performance, capital position, asset and
liability risk position and interest rate sensitivity, as well as researching
and adjusting the best ratio of various assets and liabilities, and evaluating
the Group's deposit and loan interest rate pricing strategy.

C. The Risk Management Committee is responsible for implementing the
interest rate risk in banking book management decisions approved by the
Board of Directors, coordinating the interest rate risk in banking book
management matters, and continuously monitoring the performance of
risk management.

D. The Risk Management Department is the exclusive unit for the Group's
interest rate risk in banking book management. It is responsible for

197



3)

4)

planning, establishing, and integrating the Group's interest rate risk in
banking book management operations, and implementing the Bank's
overall interest rate risk in banking book management and monitoring
work in order to assess the impact of changes in interest rate on the
economic value or earnings. Also, regularly aggregating the Bank's
interest rate risk in banking book management information and then report
it to the Risk Management Committee and the Board of Directors, and
disclose risk management information according to the regulations of the
competent authorities.

E. The business units in the head office are responsible for setting and
managing the respective regulations and operating procedures for the
interest rate risks in banking book, and assisting the Risk Management
Department to manage the interest rate risk position related to their
business.

F. All units (including business units) of the Company are responsible for
identifying the interest rate risks in the banking book, cooperating with the
implementation of the interest rate risk in banking book management
decisions, and adopting the risk offset treatment method or response
measures approved by the President to operate and adjust the interest rate
risk exposure position on and off the balance sheet.

Risk reporting/measurement system scope, characteristics, and frequency

The Group makes the "Impact of Changes in Standard Interest Rate of Banking
Book Position on Economic Value and Legal Capital Ratio" the monitoring
and management index to control the Group's interest rate risk in the banking
book within the tolerance, and reports it to the Risk Management Committee
on a monthly basis. Analyze the changes and compare them to the conditions
of the last month. Provide executives with correct, consistent, and prompt
information as a reference for their decision-making and have it disclosed in
the risk control report to the Board of Directors on a quarterly basis. The
content and scope of the risk control report are as follows: (I) Measurement
indicators: 1. Earnings perspective (interest rate risk warning and reporting) 2.
Economic value (Impact of Changes in Standard Interest Rate of Banking
Book Position on Economic Value and Legal Capital Ratio); (II) Stress test: (1)
the impact of changes in interest rate on the next year "earnings" (2) the impact
of changes in interest rates on economic value. The Information Department
and the business units are to provide the information of relevant electronic files
or written materials to the Risk Management Department in order to
effectively grasp the overall risk position and to provide appropriate risk
measurement results in order to assist with the interest rate risk in banking
book management.

Risk hedging/risk-reducing policies and strategies and processes for keeping
the monitoring and hedging/reducing risk tools effective continuously.

When handling banking book interest rate risk related businesses and
transactions, assess the probability of occurrence of the event or transaction
loss and the severity of the loss. Also, adopt countermeasures, such as, risk
hedging, risk reduction or transfer, risk control, and risk endurance.

In case of special circumstances that may seriously affect the Group's earnings
or economic value, the Risk Management Department or the business units in
the head office shall report it to the President and adopt appropriate risk offset
methods or response measures to reduce the banking book interest rate
sensitivity net impacted position or increase the Group's capital.
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(6) Market risk assessment

1)

2)

Stress test

The stress test is used to assess the Group's risk tolerance ability under a stress
scenario so that the Group is able to develop specific and feasible hedging
strategies and response plans in order to monitor possible changes in risk
conditions under various scenarios. Also, the Board of Directors and the
executives are authorized to determine whether the Group's risk exposure is
suitable for its risk appetite. This serves as one of the important tools for
identifying, measuring, and controlling capital adequacy and liquidity
planning decisions.

% The Group has investments classified according to the investment
classification principle:

A. Domestic and foreign bonds and bills and equity investments in banking
books

a. Domestic bond investment: The book value on the base date is treated
as the exposure at default (EAD) and included for calculation. The
default rate (PD) is calculated according to the risk linked indicator and
referring to the default rate table, and the loss given default (LGD) is
divided into with and without guarantee, which are estimated separately
by referring to the experience of recovery.

b. Domestic equity investment: The book value on the base date is treated
as the exposure at default (EAD). The probability of default (PD) is
estimated by referring to the stress test of the credit risk of the credit
position, and the loss given default (LGD) is estimated at 100% since
the probability of recovery is very small.

c. Foreign bills and bonds and equity investments: The assets related to
foreign bill and bond investments and equity investments has a fixed
loss rate (PD*LGD) given to calculate the expected losses under stress
scenario. Among them, sovereign state-based risk is mainly based on its
external rating results to give a default rate, and stress tests are only
conducted for more serious scenarios. Otherwise, counterparties are
given a different probability of default (PD) depending on whether the
counterparties belong to the financial industry. For the calculation of
the exposure at default, the investment position is calculated on the
basis of the book value.

B. Securities and derivative products transactions in the trading book
Based on the current calculation of the market risk stress test of the second
pillar, the Group uses market risk factor sensitivity analysis to calculate the
impact on profit or loss arising from asset impairment due to the changes
in risk factors, including equity security, interest rates, gold and exchange
rates, products, and credit-derived products. The changes in each risk
factor lead to different benefits and losses in depending on the severity of
scenarios. Among all risk factors and domestic and foreign scenarios,
there may be loss in certain parts of the position while gains in other parts
under the same scenario. The greatest loss resulted from the fluctuation of
scenario is deemed as the estimated loss in the stress scenario.

Sensitivity Analysis

Test items: For the main trading book positions in different markets, the listed

scenario test is carried out if the computed market risk capital of the position

accounts for more than 5% of the total market risk capital.
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A. Interest rate risk
Shifted downward/upward by 100 base points on December 31, 2020, the
Group's net profit or loss would increase/decrease by NTD 2,294,100
thousand.

B. Exchange rate risk
Other things being equal, if the major currency exchange rates on
December 31, 2020 were relatively appreciated/depreciated by 3%, the
Group's net profit or loss before tax would increase/decrease by NTD
25,942 thousand. The main currencies are the USD, EUR, and JPY.

C. Equity securities price risk
Other things being equal, if the price of equity securities on December 31,
2020 were relatively increased/decreased by 15%, the Group's net profit or
loss before tax would increase/decrease by NTD 1,425,653 thousand.

200



D. Sensitivity analysis is compiled as follows:

January 1, 2020 -

December 31, 2020

Minimum capital

Market category Scenario Affected profit or computed for market |Percentage
0ss amount risk
Major stock markets +15 $1,425,653 47.84%
Equity market %
quity Major stock markets -15 (1,425,653) ~47.84%
%

Interest rate  |Main interest rate +100bp (2,294,100) -76.97%
market Main interest rate -100bp 2,294,100 76.97%
Foreign Main currency +3% 25,942 $2.980.350 0.87%

exchange market| Main currency -3 % (25,942) T -0.87%
Product price +15% - 0.00%
Product market Product price -15 % - 0.00%
Main stock markets
<0 .
General scenario| 1>/ % Main interest rates (3,693,811) -123.94%
+100bp, main currencies
+3%, product prices -15%
January 1, 2019 - December 31, 2019
Minimum capital
Market category Scenario Affected profit or computed for market |Percentage
0ss amount risk
Major stock markets +15 $855,591 39.90%
Equity market /o
quty Major stock markets -15 (855,591) -39.90%
%

Interest rate  |Main interest rate +100bp (2,009,633) -93.72%
market Main interest rate -100bp 2,009,633 93.72%
Foreign Main currency +3% 8,486 $2.144.399 0.40%

exchange market| Main currency -3 % (8,486) 7 -0.40%
Product price +15% - 0.00%

Product market Product price -15 % - 0.00%
Main stock markets (2,856,738) -133.22%

General scenario

-15%, main interest rates
+100bp, main currencies
+3%, product prices -15%
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(7)

Financial assets

Exchange rate risk concentration information
The Group's foreign currency financial assets and liabilities with significant impact
are as follows:

2020.12.31 2019.12.31
Foreign Foreign
currency  Exchange currency  Exchange
(thousand) rate NTD (thousand) rate NTD

Monetary items

USD
HKD
AUD
JPY

EUR
RMB

Non-monetary
items

Financial
liabilities
Monetary items

USD

HKD

AUD

JPY

EUR

RMB

Non-monetary
items

(8)

$1,697,479 28.51 $48,391,730 $1,574,328 30.11  $47,396,726

28,660 3.68 105,398 96,000 3.87 371,138
50,409 21.97 1,107,674 16,974 21.10 358,111
2,429,822 0.28 671,846 2,481,013 0.28 687,241
2,618 35.05 91,765 4,136 33.73 139,517
306,196 4.38 1,341,998 649,292 4.32 2,807,344

$1,454,548 28.51 $41,466,264 $1,438,479 30.11  $43,306,861

9,920 3.68 36,482 10,835 3.87 41,890
50,408 21.97 1,107,659 53,336 21.10 1,125,285
816,715 0.28 225,822 1,197,931 0.28 331,827
2,629 35.05 92,140 4,179 33.73 140,951
290,529 4.38 1,273,329 297,901 4.32 1,288,033

Due to the wide variety of foreign currencies of the Group, it is impossible to
disclose the exchange gains and losses information of monetary financial assets and
financial liabilities by each foreign currency with significant impact. The Group's
foreign currency exchange gains and losses from January 1 to December 31, 2020
and 2019 were NTD (134,144 thousand) and NTD 181,050 thousand, respectively.

Others

In the year 2020, due to the outbreak of the COVID-19 and the unstable economic
environment in the domestic and overseas markets, the credit risk of the Group's
domestic credit assets and various financial instruments in foreign countries
increased, the Group considered the impact in preparing the financial statements.
However, it is assessed that the epidemic has no material impact on the Group’s
financial condition, ability of going concern, and impairment of assets.
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XV. Capital Management

1.

Overview

In response to the trend of capital management, the Group's overall business monitoring
indicators are established to match the business development strategy and to reflect the
overall risk situation. The various capital management indicators of the Group are as

follows:

(1)
(2)
(3)
(4)

The Bank's overall capital adequacy ratio shall not be less than 10.5%.

Category I capital shall not be less than 8.5% of the total risk assets.

The common stock equity shall not be less than 7.0% of the total risk assets.

The total business reserve and allowance for bad debt as stated in Category II capital
with a credit risk standard adopted shall not exceed 1.25% of the total amount of
credit risk and weighted risk assets.

Capital management procedure

(1) The Group's capital management objectives are based on the "Legal Capital":
Legal Capital Management Objectives: To meet the legal capital requirements of
the supervisory authority, set the Company's capital adequacy ratio target, and
ensure that the Company can operate safely and steadily.

@)

Legal capital management

1)

2)

Demand legal capital

The Group uses the "the Methods for calculating Bank's regulatory capital and

Risk Weighted Assets" (hereinafter referred to as the "calculation methods")

that is issued by the competent authority to calculate the unanticipated losses

arising from the credit risk, market risk, and operational risk under the existing
assets and operating conditions, and compute the relative capital in response to
the situation accordingly.

Legal capital available

The Group's legal capital available is based on the rules published by the

competent authorities to have the Group's capital classified by its source and

characteristics as follows:

Category I capital:

(1) Refers to the common stock equity net of the intangible assets, the
deferred income tax assets arising from the losses of previous years, the
business reserve and the insufficient appropriation of the allowance for
bad debt, the revaluation increments of real estate, the unamortized loss of
the bad debts sold, and other legal adjustment items specified and
stipulated according to the calculation methods.

Common stock equity: Includes common stock and its share premium,
advance capital, additional paid-in capital, legal reserve, special reserve,
accumulated profit or loss, non-controlling equity, and other equity items.

(2) Other Category I capital other than common stock equity: Includes
perpetual non-cumulative preferred stock and its share premium,
non-cumulative subordinated bonds without a maturity date, perpetual
non-cumulative preferred stock and its share premium issued by the
subsidiaries that are not directly or indirectly held by Bank, and
non-cumulative subordinated bonds without a maturity date.

Category II capital: Includes perpetual cumulative preferred stock and its
share premium, cumulative subordinate bonds without a
maturity date, convertible subordinate bonds, long-term
subordinate bonds, non-perpetual preferred stock and its
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3)

share premium, real estate's first-time adoption of IAS,
increase of retained earnings arising from the fair value or
the revaluation value used as the cost, the valuation
increments arising from the subsequent measurement of
the investment real estate at the fair value and 45% of the
unrealized benefits of the financial assets measured at fair
value through other comprehensive income, business
reserve and allowances for bad debts, perpetual
cumulative preferred stock and its share premium issued
by the subsidiaries that are not directly or indirectly held
by the Bank, and cumulative subordinated bonds without
maturity date, convertible subordinate bonds, long-term
subordinate bonds, and non-perpetual preferred stock and
its share premium.

The allowance for bad debt included in Category II capital in the preceding
paragraph refers to the amount that the Bank's allowance for bad debt
exceeding the estimated loss of the Bank based on historical losses.

3) The management of legal capital is to convert the unanticipated losses of each
risk to the total amount of risk assets, and then divide the legal capital available
by the total amount of the risk assets to calculate the capital adequacy ratio.
The basic objective is to ensure that the Company's capital adequacy ratio is
higher than the mandatory legal ratio.

Capital adequacy

The Group's consolidated qualified regulatory capital ratio and risk assets ratio on
December 31, 2020 and 2019 were 16.23% and 15.04%, respectively. These were in
line with the capital management regulations of the competent authorities.

XVI. Supplementary Disclosure

1.

2.

Information on significant transactions

(1)
(2)
(3)
(4)
)
:
(8)
©)

Cumulative purchase or sales of the same securities totaling NTD 300 million or
more than 20% of the paid-in capital: Table 1.

Acquisition of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: Table 2.

Disposal of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: None.

Discount of service charges in transaction with related party totaling more than
NTD 5 million: None.

Receivables from related party totaling NTD 300 million or more than 10% of the
paid-in capital: None.

Information regarding sale of non-performing loan: None.

The types of securitized products and related information applied and approved for
process according to the "Financial Assets Securitization Act" or the "Clauses of the
Real Estate Securitization Act": None.

Business relationships and significant transactions and amounts between parent
company and subsidiaries and among subsidiaries: Table 3.

Other important transactions sufficient to affect the decision-making of financial
statements users: None.

Information on reinvestment and total shareholding
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(1) Information on reinvestment: None.

(2) Loaning to others: Please refer to Table 4.

(3) Endorsements/guarantees to others: None.

(4) Marketable securities held at the end of the period: Please refer to Table 5.

(5) Cumulative amount of the stock of the same investee purchased or sold totaling
NTD 300 million or more than 10% of the paid-in capital: None.

(6) Information on trading in derivative instruments: None.

(7) Acquisition of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: None.

(8) Disposal of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: None.

(9) Discount of service charges in transaction with related party totaling more than
NTD 5 million: None.

(10) Receivables from related party totaling NTD 300 million or more than 10% of the
paid-in capital: None.

(11) Information regarding sale of non-performing loan: None.

(12) The types of securitized products and related information applied and approved for
process according to the "Financial Assets Securitization Act" or the "Clauses of the
Real Estate Securitization Act": None.

(13) Other important transactions sufficient to affect the decision-making of financial
statements users: None.

Setting up branches and investments in Mainland China.
No such event.

Information on major shareholders: Please refer to Table 6.

Disclosure of other supplementary information

(1) Loans and receivables and allowance for bad debt assessment form: Please refer to
XIV.3(13) for details.

(2) Quality of assets: Please refer to Table 7.

(3) Non-performing loans or overdue accounts receivable exempted from report: Please
refer to Table 8.

(4) Concentration of credit risk: Please refer to Table 9 and Table 9-1.

(5) Interest rate sensitive assets and liabilities analysis table: Please refer to Table 10
and 10-1.

(6) Profitability: Please refer to Table 11.

(7) Maturity date structure analysis table: Please refer to Table 12 and Table 12-1.

(8) Capital Adequacy: Please refer to Table 13
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XVIIl. Department information

1.

The Group has the department operation information disclosed in the consolidated

financial statements.

(1) Branch business operation department: Handle deposits and loans, foreign
exchange, guarantees, discounts and cashiers, safe deposit boxes, trust business
promotion, and assets, liabilities, income, and expenses that cannot be directly
attributed or cannot be classified to an operating department.

(2) Financial market operation department: Take charge of the Bank's fund scheduling
and investment related work.

The management individually monitors the operational results of each operating
department and has made decisions on resource allocation and performance evaluation.
The performance evaluation of the department is based on the operating profit or loss.
The accounting policies of the operating department are the same as the summary of the
significant accounting policies described in Note 4.

2020

Interest revenue
Service fee revenue
Investment profit
Other income and
expenditures

Total revenue

Depreciation and
amortization
Other operating expenses
Other major non-cash
accounts

Bad debt appropriation
Segment profit/loss

2019

Interest revenue
Service fee revenue
Investment profit
Other income and
expenditures

Total revenue

Depreciation and amortization

Other operating expenses
Other major non-cash
accounts

Bad debt appropriation
Segment profit/loss

Adjustments
Branch Financial and

business market elimination Total
$3,395,587  $1,850,366 $-  $5,245,953
1,909,280 - - 1,909,280
18,858 1,598,749 - 1,617,607
134,080 - i 134,080
5,457,805 3,449,115 - 8,906,920
(72,530) (59,588) (132,118)
(1,597,394) (170,222) - (1,767,616)
(744,664) - - (744,664)
$3,043,217  $3,219,305 $-  $6,262,522

Adjustments
Branch Financial and

business market elimination Total
$3,369,165 $1,386,224 $- $4,755,389
1,840,557 - - 1,840,557
5,124 1,656,839 - 1,661,963
235,075 ) i 235,075
5,449,921 3,043,063 - 8,492,984
(67,562) (57,650) - (125,212)
(1,623,012) (185,475) - (1,808,487)
(2,655,404) - - (2,655,404)
$1,103,943  $2,799,938 $-  $3,903,881
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The information relating to the assets of the Group's operating department on December
31,2020 and 2019 is shown in the following table:

Branch Financial Adjustments
business market and elimination Total

2020.12.31
Segment assets $213,049,970 $112,221,982 $185,987 $325,457,939

2019.12.31
Segment assets $179,217,564 $103,380,156 $145,188 $282,742,908

Product information:
The Bank and its subsidiaries are divided into operating departments on the basis of
business operations. Therefore, no further business information will be disclosed.

Regional information:
The revenues of the Bank and its subsidiaries are entirely generated in Taiwan.

Important customer information

The Bank and its subsidiaries did not generate revenues from one specific external
customer for an amount more than 10% of the Bank's income.
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Table 1

Cumulative Purchase or Sales of the Same Securities Totaling NTD 300 Million or More Than 20% of the Paid-in Shares Capital:

Beginning

voes and period Beginning balance Sale Ending period
Name of | P " Accounting . lati Gain
Company names o titles Counterparties | Relation | No. of No. of shares No. of Selling (loss) No. of
securities shares |Amount| Amount | shares . °|Amount shares Amount
(Shares) Price from
(Shares) (Shares) disposal (Shares)
Investment Investee - $- 19,901,336 |$320,611 - $- $- $- 19,901,336 | $320,611
The WanTai  [|under the Non-related accounted
Compan Securities  [equity art for using
pany Corporation [method party the equity
method
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Table 2

Acquisition of Real Estate Totaling NTD 300 Million or More Than 20% of the Paid-in Capital:

If the counterparty is a related party,
Companies the information on previous Purpose of | Other
acquiring . Transaction| Payment . . transaction Referepce for acquisition [stipulations
Asset title Date of event Counterparties|Relation| price
real amount | status Relationship .. land the state| of the
. . Date off determination| .
properties Owner] with the Amount of use [transaction
. transfer
issuer
King's Xin ang .
Town Sec. Beitun A and 7 other Appraisal (Construction
Dist, [2020.4.6~2020.8.24] 320,795 320,795 T None | - - - PP of branch | None
Bank Co., . counterparties report e
Taichung building
Ltd. :
City
Sanmin
King's Section, .
Town Taoyuan B and 7 other Appraisal (Construction
: 2020.12.7 390,745 265,945 . | None - - - of branch None
Bank Co.,| Dist., counterparties report .
building
Ltd. Taoyuan
City
Note 1. If the appraisals are required for acquired assets, the appraisal results shall be stated in the "Reference for price determination."”

Note 2.

Paid-in capital refer to the Paid-in Capital of the parent company. If the issuer has issued shares without face value or at face values other than

NTD10 per share, the specified 20% requirement on paid-up capital shall be calculated instead at 10% of equity attributable to parent company
shareholders as in the balance sheet.

Note 3.

209

Date of event refers to the transaction contract signing date, payment date, commission Closing Date, transfer date and the Board resolution date
or the date the counterparty and transaction amount sufficiently determined whichever is earlier or sooner.



Table 3

Business Relationships and Significant Transactions Between Parent Company and Subsidiaries:

Unit: NTD thousand

January 1, 2020 - December 31, 2020
No Relationship Transaction details
(Note' 1 Trader’s name Counterparty with trader T d Percentage of total
(Note 2) Accounting titles Amount TS and - nsolidated revenue
conditions
or total assets (Note 3)
0 The Company Kings Town Bank Inte.:rnatlonal Lease 1 Deposits and remittances 13,997 | General -
Corporation
0 The Company Kings Town Bank Intgrnatlonal Lease 1 Other non-interest net profit 768 | General 0.01
Corporation or loss
0 The Company Kings Town Inl. Constmctlon 1 Deposits and remittances 498 | General -
Management Corporation
0 The Company Kings Town Intl. Construp‘uon 1 Other non-interest net profit 120 | General )
Management Corporation or loss
0 The Company WanTai Securities Corporation 1 Deposits and remittances 200,028 | General 0.06
0 The Company WanTai Securities Corporation 1 Payables 336 | General -
0 The Company WanTai Securities Corporation 1 Othqr ‘pusmess and 600 | General 0.01
administrative expenses

Note 1. Note 1: The information about transactions between parent company and subsidiaries shall be numbered and noted in the following manner in

Note 2.

Note 3.

the box of numbers:

1. 0 is for the Parent Company.

2. Subsidiaries are numbered from number 1.
There are three types of relationships with traders, please mark the type intended.
1. Parent company vs. subsidiaries

2. 2. Subsidiaries vs. parent company
3. Subsidiary vs. subsidiary

For computing the percentage of trade amount to total sales revenue or total assets, if it is for asset and liability account, the computation is based
on the ratio of ending balance to total consolidated assets; however, if it is for income and expense account, the computation is based on the ratio
of interim cumulative amount to total consolidated revenue.
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Table 4

Loaning to Others Unit: NTD thousand
o Maxiimum Actual Nature | Transacti Retff(a)sron Collateral Loa?oilmlt Total loan
: Name of | Transactio | Related xim Ending | drawn Interest |of loan on Loss s .
(Note Name of lenders . balance for short-term individual [limit amount
borrowers n title party . balance | down | rate collar | (Note | amount : allowance | Name Value
1) the period R 4 | (Note s) financing borrower (Note 3)
(Note 6) (Note 2)
Kings Town Bank Company | Accounts Real
1  |International Lease pany ou No 430,000 | 430,000 430,000 5%~18%| 1 500 4,413 401,816 | 1,050,651 | 4,202,602
Corporation A receivable estate
Kings Town Bank Company | Accounts Real
1 |International Lease bany . No 350,000 | 350,000 350,000 5%~18%| 1 500 3,606 304,612 [ 1,050,651 | 4,202,602
Corporation B receivable estate
Kings Town Bank Company | Accounts Real
1  |International Lease pany ou No 500,000 [ 350,000 90,0000 5%~18%| 1 500 1,053 143,185 [ 1,050,651 | 4,202,602
Corporation C receivable estate
Kings Town Bank Company | Accounts Real
1 |International Lease pany . No 295,000 | 295,000 260,590 5%~18%| 1 500 2,666 285,140 [ 1,050,651 | 4,202,602
Corporation D receivable estate
Kings Town Bank Accounts Real
1 |International Lease Company E . No 170,300 | 170,300 170,300 5%~18%| 1 2,000 1,763 218,867 | 1,050,651 | 4,202,602
Corporation receivable estate
Kings Town Bank Accounts Real
1 |International Lease Company F . No 170,000 | 170,000 7,500 5%~18%| 1 30,000 83 53,764 | 1,050,651 | 4,202,602
Corporation receivable estate
Kings Town Bank Company | Accounts
1 |International Lease pany | Accou No 160,000 | 160,000 160,000 5%~18%| 1 10,000 1,703 - -1 350217 | 4,202,602
Corporation G receivable
No/Mova
Kings Town Bank ble
I |International Lease | OM" Accounts | o1 2051,049) 1,135,361 0712 svem1sesl 1| 726830 11,646 | property/ | 2,008,861 | 1,050,651 | 4,202,602
. customers | receivable 1
Corporation Real
estate
Kings Town Bank .
| |international Lease | Ote" Accounts |\ 345,110 260,555 210,055 5%~18%| 2 (|Operation |, 5q, | NoReal | = 335 301 175 108 280,173
Corporation customers | receivable needs estate
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Note 1.

Note 2.

Note 3.

Note 4.

Note 5.

Note 6.

Note 7.

The financial information of the Company and its subsidiaries should be indicated in the corresponding column. The numbering method is as
follows:
(1) Issuer is numbered 0.
(2) Investee is numbered starting from number 1.
Subsidiary's limit amount for each individual:
(1) Business counterparty:
Unsecured: The individual loan amount shall not exceed 50% of the lending company's net value in the most recent financial report audited
by the certified public accountant.
Total secured/unsecured amount: The individual loan amount shall not exceed 150% of the lending company's net value in the most recent
financial report audited by the certified public accountant.
(2) Those who need financial support: The individual loan amount shall not exceed 25% of the lending company's net value in the most recent
financial report audited by the certified public accountant.
The subsidiary's loan amount may not exceed 40% of the lending company's net value in the most recent financial report audited by the certified
public accountant. For the business counterparty, the loan amount may not exceed 6 times of the lending company's net value in the most recent
financial report audited by the certified public accountant.
The nature of loan is illustrated as follows:
(1) For the business counterparty, please fill in with "1."
(2) For those who need a short-term loan, please fill in with "2."
For the nature of type 1, the amount of business dealings should be provided. The amount of business dealings refers to the amount business
transaction amount between the lender and the borrower in the most recent year.
For the nature of type 2, the reasons for the need, purpose and use of the loan shall be provided. Such reasons may include repayment of loans,
purchase of equipment, operation needs, etc.
The investee, King's Town International Leasing Co., Ltd., has granted loans to 68 customers; however, a detailed list is not prepared since no
individual loan amount exceeds 5% of the total loan.
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Table 5

Marketable Securities Held at the End of the Period (Excluding Investment in Subsidiaries, Associates, and Joint Venture):

Unit: NTD thousand

Types and names of Ending balance
. M . Relationship with the L Shares Percentage
Investing company securities o Accounting titles . Remarks
(Note 1) securities issuer (thousand |Book value of Fair value
shares) shareholding
Kings Town Bank Financial assets measured at|Financial assets measured at
. . 0
Intemathnal Lease [Bank of Panhsin FVTOCI FVTOCI 11,258 79,253 0.75% 79,253
Corporation
Kings Town Bank . . . )
. T Financial assets measured at|Financial assets measured at o
Intemathnal Lease [Hoyii Life Co., Ltd. FVTOCT FVTOCT 526 6,268 2.49% 6,268
Corporation
Kings Town Bank  Forest Water Financial assets measured at|Financial assets measured at
International Lease |Environmental U U 3,512 | 144,000 2.61% | 144,000
. . . FVTPL FVTPL
Corporation Engineering Co., Ltd.
Kings Town Bank . . . . . )
. Radium Life Tech Co., [Financial assets measured at|Financial assets measured at 0
Intemathnal Lease Lid. FVTPL FVTPL 1,530 18,436 0.17% 18,436
Corporation
Kings Town Bank Mirle Automation Financial assets measured at|Financial assets measured at
International Lease . 1,023 45,012 0.52% 45,012
. Corporation FVTPL FVTPL
Corporation
Kings Town Bank . . ) )
International Lease |WPG Holdings Financial assets measured at|Financial assets measured at 430 18,447 0.02% 18,447
. FVTPL FVTPL
Corporation
Kings Town Bank Financial assets measured at|Financial assets measured at
International Lease |[YAGEO Corporation 40 20,720 0.01% 20,720
. FVTPL FVTPL
Corporation
Kings Town Bank |Taiwan Semiconductor |.. . . )
. ) Financial assets measured at|Financial assets measured at
International Lease |Manufacturing Co., 120 63,600 - 63,600
. FVTPL FVTPL
Corporation Ltd.
WanTai Securities |Taiwan Futures Financial assets measured at|Financial assets measured at 0
Corporation Exchange FVTOCI FVTOCI 175 16,712 0.05% 16,712

Note 1. Securities as stated in this table are the stocks, bonds, beneficiary certificates and the securities deriving from the above items within the scope of
IFRS 9, "Financial Instruments."
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Information on Major Shareholders

Table 6

Shareholding
Name of major shareholder

No. of shares held (shares)

Percentage of shareholding

Chen-Chih Tai 78,209,000 6.97%
Tien-Tsan Tsai 72,752,033 6.48%
Mercuries Life Insurance 71,351,000 6.36%

Remarks:

(1) The major shareholders in this table are shareholders holding more than 5% of the common and preference shares that have completed delivery of
non-physical registration (including treasury shares) on the last business day of each quarter calculated by the Taiwan Depository & Clearing
Corporation. However, the share capital recorded in the Company's financial report and the number of shares actually delivered by the company

without physical registration may differ due to calculation basis.

(2) The above are shares entrusted by the shareholders, the information thereto shall be based on the shares disclosed by the individual trust account of
opened by the trustees. For information on shareholders, who declare to be insiders holding more than 10% of shares in accordance with the
Securities and Exchange Act, and their shareholdings include their shareholdings plus their delivery of trust and shares with the right to make

decisions on trust property, please refer to MOPS.
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Non-performing Loans and Overdue Accounts Receivable

Quality of Assets

Table 7

Unit: NTD thousand, %

Year / month

December 31, 2020

December 31, 2019

Coverage Coverage
. Non-performing Total amount |NPL ratio Allowance | ratio of |Non-performing Total amount NPL ratio Allowance | ratio of

Business category/Items loan amount of loans (Note 2) for bad | allowance | loan amount of loans (Note 2) for bad | allowance
(Note 1) debt  |for bad debt (Note 1) debt  |[for bad debt

(Note 3) (Note 3)
Corporate Secured $15,466($116,158,497 0.01%]| $1,843,815( 11921.73% $14,290( $89,267,889 0.02%)| $1,301,331| 9106.59%
banking Unsecured -l 52,030,811 - 770,578 - -| 48,127,976 - 657,645 -

Residential
mortgage loans , s , . ( , , . () R , R . ( , . (
1 5,646 15,848,747 0.04% 271,702( 4,812.29% 7,517 16,092,535 0.05% 252,526 3359.40%
(Note 4)

Consumer Cash card - - - - - - - - - R
banking Smal(ll\‘;f)‘:glg)loans 307 133,851  0.23% 4,089 1331.92% 1,059 126,260  0.84% 4,432 418.51%
Others | Secured 3,591 3,535,909 0.10% 49,325| 1373.67% - 3,862,417 - 49,526 -
(Note 6)[Unsecured - 134,714 - 1,790 - - 141,349 - 2,288 -
Total amount $25,010($187,842,529 0.01%] $2,941,299( 11760.49% $22,866($157,618,426 0.01%)| $2,267,748| 9917.55%

Balance of E;%%(;rrté?lg Allowance C:;;Zri%e Balance of E;%Eg:é?lg Allowance C;;;Zri%e

NPL amount accunts for bad NPL amount accounts for bad

receivable accognts debt allowance receivable accognts debt allowance
ratio for bad debt ratio for bad debt
Credit card $486 $486| 100.00% $376 77.37% $376 $376| 100.00% $376| 100.00%

Non-recourse receivables
factoring business (Note 7)

Note 1. Note 1: The non-performing loan is the overdue amount reported in accordance with the "Regulations Governing the Procedures for Banking
Institutions to Evaluate Assets and Deal with Non-performing/Non-accrual Loans." The non-performing credit card amount is reported
according to the Jin-Guan-Yin-(IV)-Zi Letter No. 0944000378 dated July 6, 2005.

Note 2. Non-performing loan ratio = Non-performing loan/total loan amount. Non-performing credit card ratio = Non-performing amount/balance of
accounts receivable

Note 3.

of credit card = Allowance for bad debt appropriated for credit card receivables/NPL amount.
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Note 4.

Note 5.

Note 6.

Note 7.

The residential mortgage loan refers to the borrower providing the resident purchased (owned) by the borrower of his/her spouse or minors as
collateral to financial institutions in exchange for funds in order to purchase or construct or furnish houses.

Small credit loans refer to small credit loans other than credit cards and cash cards. Also, it is subject to the Jin-Guan-Yin-(IV)-Zi Letter No.
09440010950 dated December 19, 2005.

The "Others" in consumer banking refers to the secured or unsecured consumer finance loans other than the "residential mortgage loans,
cards," and "small credit loans," excluding credit cards.

Non-recourse receivables factoring business is reported as non-performing loans within three months upon confirming that the accounts
receivable factoring banks or insurance companies decline to compensate in accordance with the Jin-Guan-Yin-(IV)-Zi Letter No. 094000494
dated July 19, 2005.

nn

cash
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Non-performing Loans or Overdue Accounts Receivable Exempted from Report

Table 8
Unit: NTD thousand

December 31, 2020

December

31,2019

Total NPL exempted from

report

Total non-performing
receivable accounts exempted
from report

Total NPL exempted from

report

Total non-performing
receivable accounts exempted
from report

Exempted amount after a
debt negotiation and
contractual performance
(Note 1)

$2,861

$60

$3,847

$76

Performance of debt
clearance program and
rehabilitation program
(Note 2)

8,289

36

12.311

70

Total

$11,150

$96

$16,158

$146

Note 1. For the Jin-Guan-Yin-(I)-Zi Letter No. 09510001270 dated April 25, 2006. It is regarding the matters to be disclosed additionally according to
the credit reporting methods and information disclosure requirement of the cases approved according to the "Unsecured Debt Negotiation
Mechanism for Consumer Finance Cases of the Bankers Association of the Republic of China."

Note 2.

In accordance to the Jin-Guan-Yin-(I)-Zi Letter No. 09700318940 dated September 15, 2008, it is regarding the matters to be disclosed

additionally according to the credit reporting and information disclosure requirements of the pre-negotiation, rehabilitation, and liquidation
cases approved according to the "Consumer Debt Clearance Act."
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Concentration of Credit Risk

Table 9

Unit: NTD thousand, %

Year December 31, 2020
Total Asa
Ranking | The industry that the Company or the Group engaged | balance of | percentage of
(Note 1) in (Note 2) loan the current
(Note 3) net value (%)
1 Corppany (Group) A - Construction engineering 7.328.686 15.73%
business
) Corppany (Group) B - General product wholesale 5,561,428 11.94%
business
3 Corppany (Group) C - Glass container manufacturing 5.348.000 11.48%
business
4 Company (Group) D - Real estate development business 4,114,180 8.83%
5 Corppany (Group) E - Real estate leasing and sales 3,726,012 8.00%
business
6 Company (Group) F - Power supply business 3,288,948 7.06%
7 Company (Group) G - Unclassified other financial 2,881,884 6.19%
service business
8 Company (Group) H - Power supply business 2,480,518 533%
9 Company (Group) I - Unclassified other financial 2,456,650 5279,
service business
10 Corppany J - Construction services and consulting 2378223 511%
business
Note 1. Ranked according to the total credit balance of the debtors. Please list the names of the top
en debtors that are not a government agency or a state-owned enterprise. If the debtor is an
nterprise of the Group, the credit amount of the said enterprise should be attributed and
ncluded in the total amount. Also, it should be disclosed in the form of "code™ + "industry"
such as, Company (or Group) A LCD panel and its components manufacturing]. For an
nterprise of the Group, the industry with the highest risk exposure to the enterprise of the
sroup should be disclosed. The industry should be classified to the "detailed category"
iccording to the industry standard classification of the Directorate-General of Budget,
\ccounting and Statistics.
Note 2: "he group refers to those defined in Article 6 of "Supplementary Provisions to the Taiwan
stock Exchange Corporation Rules for Review of Securities Listings."
Note 3: "he total credit balance refers to the total amount of various loans (including import bill

dvance, export bills negotiations, discounts, overdrafts, short-term loans, short-term
ecured loans, securities receivables factoring, mid-term loans, mid-term secured loans,
ong-term loans, long-term secured loans, collection), inward remittance, non-recourse
eceivables factoring, remittance receivables, and guarantee balances.
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Table 9-1
Concentration of Credit Risk
Unit: NTD thousand, %

Year December 31, 2019
Total Asa
Ranking The industry that the company or the group balance of percentage of
(Note 1) engaged in (Note 2) loan the current net
(Note 3) value (%)
1 Corppany (Group) A - Construction engineering 7,308,896 18.69%
business
) Corppany (Group) B - General product wholesale 5.157.644 13.19%
business
3 Company (Group) C - Unclassified other financial 4,300,000 11.00%
service business
4 Corppany (Group) D - Real estate development 3,654,743 9.35%
business
5 Company (Group) E - Power supply business 3,522,363 9.01%
6 Company (Group) F - Unclassified other financial 2,897,635 7 41%
service business
7 Corppany (Group) G - Real Estate Rental and Sale 2,710,530 6.93%
business
3 Corppany H - Construction services and consulting 2,541,028 6.50%
business
9 Company I - Wire & Cable manufacturing business 2,198,529 5.62%
10 Company J - Unclassified other financial service 2,125,000 5439
business
Note 1. Ranked according to the total credit balance of the debtors. Please list the names of the top

Note 2:

Note 3:

en debtors that are not a government agency or a state-owned enterprise. If the debtor is an
nterprise of the Group, the credit amount of the said enterprise should be attributed and
ncluded in the total amount. Also, it should be disclosed in the form of "code” + "industry"
such as, Company (or Group) A LCD panel and its components manufacturing]. For an
nterprise of the Group, the industry with the highest risk exposure to the enterprise of the
sroup should be disclosed. The industry should be classified to the "detailed category™
ccording to the industry standard classification of the Directorate-General of Budget,
\ccounting and Statistics.

“he group refers to those defined in Article 6 of "Supplementary Provisions to the Taiwan
stock Exchange Corporation Rules for Review of Securities Listings."”

“he total credit balance refers to the total amount of various loans (including import bill
dvance, export bills negotiations, discounts, overdrafts, short-term loans, short-term
ecured loans, securities receivables factoring, mid-term loans, mid-term secured loans,
ong-term loans, long-term secured loans, collection), inward remittance, non-recourse
eceivables factoring, remittance receivables, and guarantee balances.
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Interest Rate Sensitive Assets and Liabilities Analysis Table (NTD)

January 1, 2020 - December 31, 2020

Table 10

Unit: NTD thousand, %

181 days to 1

Items 1 to 90 days (91 to 180 days year Over 1 years Total
Interestrate | ¢501,772,175 | $281,529|  $2,048,182 | $42,398,641 |$247,400,527
sensitivity assets
Interestrate = | 1¢4 388,695 | 15970,540| 22,534,770 1,850,382 | 224,744,387
sensitivity liabilities

Int@r.es.t rate 17,383,480 | (15,689,011) (19,586,588)| 40,548,259 | 22,656,140
sensitivity gap
Net value 39,959,689
Interest rate sensitivity assets and liabilities rate 110.08
Interest rate sensitivity gap and net value rate 56.70

January 1, 2019 - December 31, 2019

Unit: NTD thousand, %

181 days to 1

Items 1 to 90 days (91 to 180 days year Over 1 years Total
Interest rate $170,626,899 $782,638 |  $3,570,507 | $37,098,495 | $212,078,539
sensitivity assets
Interestrate |50 636022 | 8453992 | 19,324,704 1,542,852 | 187,957,570
sensitivity liabilities

Interest rate 11,990,877 | (7,671354)| (15,754,197)| 35,555,643 | 24,120,969
sensitivity gap
Net value 35,703,714
Interest rate sensitivity assets and liabilities rate 112.83
Interest rate sensitivity gap and net value rate 67.56

Note: .

head office and domestic and foreign branches.
Il. Interest rate sensitivity assets and liabilities mean the assets and liabilities with interest
of which the income or cost varies depending on the interest rate.

V.

This table is prepared to report the amount in NTD (excluding foreign currency) of the

Interest rate sensitivity gap = Interest rate sensitivity assets - Interest rate sensitivity
liabilities.
Interest rate sensitivity assets and liabilities rate = Interest rate sensitivity assets +

interest rate sensitivity liabilities (i.e. interest rate sensitivity assets and interest rate
sensitivity liabilities in NTD)
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Interest Rate Sensitive Assets and Liabilities Analysis Table (USD)

January 1, 2020 - December 31, 2020

Table 10-1

Unit: USD thousand, %

Items 1 to 90 days |91 to 180 days 181 32? tol Over 1 years Total
Interest rate §311,974 §10,154 §-| $1,351,536| $1,673,664
sensitivity assets
Interest rate
sensitivity 1,299,242 95,538 55,830 - 1,450,610
liabilities
Interest rate (987,268) (85,384) (55,830) 1,351,536 223,054
sensitivity gap
Net value 232,272
Interest rate sensitivity assets and liabilities rate 115.38
Interest rate sensitivity gap and net value rate 96.03

January 1. 2019 - December 31. 2019

Unit: USD thousand, %

181 days to 1

Items 1 to 90 days | 91 to 180 days year Over 1 years Total
Interest rate $228,233 $93,493 $14375| S$1211,578 | $1,547,679
sensitivity assets
Interest rate
sensitivity 1,345,955 35,740 48,025 407 1,430,127
liabilities
Interest rate (1,117,722) 57,753 (33,650  1211,171 117,552
sensitivity gap
Net value 173,270
Interest rate sensitivity assets and liabilities rate 108.22
Interest rate sensitivity gap and net value rate 67.84

Note: I.

This table is prepared to report the amount in USD of the head office and domestic

branches, international financial business branches, and overseas branches, excluding
contingent assets and contingent liabilities.
Il.  Interest rate sensitivity assets and liabilities mean the assets and liabilities with interest
of which the income or cost varies depending on the interest rate.
I1l. Interest rate sensitivity gap = Interest rate sensitivity assets - Interest rate sensitivity
liabilities.
IV. Interest rate sensitivity assets and liabilities rate = Interest rate sensitivity assets +
interest rate sensitivity liabilities (i.e. interest rate sensitivity assets and interest rate
sensitivity liabilities in USD)
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Table 11

Profitability

Unit: %
Items 2020.12.31 2019.12.31
Return on  |Before tax 2.06 1.38
Assets (ROA) |After tax 1.81 1.21
Return on  |Before tax 14.31 10.26
Equity (ROE) |After tax 12.55 8.93
Net profit rate 61.65 40.03

Note: 1. ROA = Income before (after) tax/Average total assets
2. ROE = Income before (after) tax/Average net value

3. Profit rate = Income after tax/income-net
4. Income before (after) tax means the income accumulated from January of the current year

until the current quarter
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Maturity Date Structure Analysis Table (NTD)

Table 12

2020.12.31
Unit: NTD thousand
Remaining balance to maturity
Total 1 to 30 days 31t0 90 days | 91 to 180 days 181 daysto 1 | More than one
year year
Inward
remittance $271,668,534 $78,483,469 $12,704,457 $22,535,530 $47,400,525 $110,544,553
of due fund
Outward
remittance $295,381,414 36,218,246 32,329,569 41,352,446 47,315,088 138,166,065
of due fund
Period
i fference (23,712,880) 42,265,223 (19,625,112), (18,816,916) 85,437 (27,621,512)
2019.12.31
Unit: NTD thousand
Remaining balance to maturity
Total 1t030days | 31t090days | 91to 180 days | ‘o' daystol | More than one
year year
Inward
remittance
of due fund $229,723,828 $65,056,959 $12,354,584 $21,256,940 $36,124,994 $94,930,351
Outward
remittance 248,369,349 22,941,990 29,259,729 31,286,226 43,523,136 121,358,268
of due fund
[Period
difference (18,645,521) 42,114,969, (16,905,145) (10,029,286) (7,398,142) (26,427,917)
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Maturity Date Structure Analysis Table (USD)

Table 12-1

2020.12.31
Unit: USD thousand
Remaining balance to maturity

Total 1 to 30 days 31 to 90 days 91 to 180 days |181 days to 1 year] Moreyteh;n one
Inward
remittance of | $1,723,931 $165,331 $7,215 $16,684 $32,500 $1,502,201
due fund
Outward
remittance of | $1,704,434 801,093 349,349 128,208 121,001 304,783
due fund
Period 19,497 635,762 342,134 111,524 88,501 1,197,418
difference bl ( b ) ( b ) ( b ) ( b ) 2 bl
2019.12.31

Unit: USD thousand
Remaining balance to maturity

Total 1 to 30 days 31 to 90 days 91 to 180 days |181 days to 1 year] Moreyteh;n one
Inward
remittance of | $1,618,912 $93,056 $16,317 $24,820 $33,375 $1,451,344
due fund
Outward
remittance of 1,663,610 1,127,780 174,587 52,830 82,193 226,220
due fund
Period 44,698 1,034,724 158,270 28,010 48,818 1,225,124
difference ( b ) ( ’ > ) ( b ) ( ” ) ( b ) > 9
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Table 13

Capital Adequacy (Explanation 1)

Unit: NTD thousand
Year (Explanation 2)| December 31, | December 31,
Items 2020 2019

Common stock equity $41,798,281 $35,718,515

Self-owned |Other category | capital - -

capital Category II capital 5,099,791 1,160,997

Self-owned capital 46,898,072 36,879,512

Standardized approach 235,788,899 203,419,934

Credit risk |Internal ratings-based approach - -

Asset securitization - -

Total ' Basic indicator approach ' 15,364,635 14,518,830

risk-weighted Qperatlonal Standard method / Selective i i
assets risk standard method

Advanced measurement method - -

Market risks Standardized approach 37,874,809 27,297,382

Internal models approach - -

Total risk-weighted assets 289,028,343 245,236,146

Capital adequacy ratio 16.23% 15.04%

Proportion of common stock equity to risk assets 14.46% 14.56%

Proportion of category I capital to risk assets 14.46% 14.56%

Leverage ratio 12.27% 11.81%

Explanation:

1. The amount of the regulatory capital, weighted risk assets, and total risk exposure
should be calculated in accordance with the "Regulations Governing the Capital
Adequacy and Capital Category of Banks" and "Description and Table of Calculation

Methods for Capital and Risk Assets of Banks."

The capital adequacy ratio for the current period and the previous period should be
filled in the annual financial statement. The interim financial statements shall, in
addition to disclosing the ratio of the current period and the previous period, also

disclose the capital adequacy ratio at the end of the previous year.

This table should demonstrate the following formula:
(1) Self-owned capital = Common stock equity + Other Category I Capital +
Category II Capital.
(2) Total amount of risk-weighed-assets = Credit risk-weighted assets + Capital
charge of (operational risk + market risk) x 12.5.
(3) Capital Adequacy ratio = Total self-owned capital / Total amount risk-weighted

assets.

(4) Ratio of common stock equity to risk assets = Common stock equity / Total risk
weighted assets

(5) Proportion of Category I capital to risk assets = (Common stock equity +
Category I Capital) / Total risk-weighted asset.

(6) Leverage ratio = Category I capital / Total exposure.

4. This table may not be disclosed in the financial statements for Q1 and Q3.
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King's Town Bank Co., Ltd.
Financial Statements and Independent Auditor's Report

From January 1 to December 31, 2020 and 2019

Address: No. 506, Section 1, Ximen Road, Xiancaoli, West Central District, Tainan
Tel: +886-6-213-9171

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.
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Independent Auditors' Report
King's Town Bank Co., Ltd.
Audit opinion

We have audited the accompanying individual balance sheets of King's Town Bank Co., Ltd. as of
December 31, 2020 and 2019, and the individual statements of comprehensive income, individual
statements of changes in equity, individual statements of cash flows, and notes to the individual
financial statements (including a summary of significant accounting policies) from January 1 to
December 31, 2020 and 2019.

In our opinion, the individual financial statements referred to above present fairly in all significant
aspects of the financial position of King's Town Bank Co., Ltd. as of December 31, 2020 and 2019,
and the results of its financial performance and cash flows for the year ended on December 31, 2020
and 2019 in conformity with the "Regulations Governing the Preparation of Financial Reports by
Public Banks" and the "Regulations Governing the Preparation of Financial Reports by Securities
Issuers."

Basis for opinion

We have audited the accompanying financial reports in accordance with the "Regulations
Governing Auditing and Attestation of Financial Statements by Certified Public Accountants,"
Jin-Guan-Yin-Fa-Zi No. 10802731571 Letter and generally accepted auditing standards in the
Republic of China. Our responsibilities under those standards are further described in the
responsibilities of auditors for the audit of the individual financial statements section. We are
independent of King's Town Bank Co., Ltd. in accordance with the Code of Ethics for certified public
accountants in the part relevant to the audit of the financial statements of King's Town Bank Co., Ltd.,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believed that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key audit matters
Key audit matters are those matter that, in our professional judgment, were of most significant in
our audit of the individual financial statements of King's Town Bank Co., Ltd. in 2020. These matters

were addressed in the context of our audit of the individual financial statements as a whole and, in
forming our opinion thereon, we do not provide a separate opinion on these matters.
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Financial instrument evaluation

King's Town Bank Co., Ltd. invests in different types of financial assets. As of December 31, 2020,
the total financial assets measured at fair value were NT$ 93,438,937 thousand, accounting for about
29% of total assets. Of which, for the investments classified in the Class II fair value hierarchy,
including the derivative financial instruments of bonds and FX Swap contracts, there was a book
value of NT$ 42,130,155 thousand, accounting for 45% of the financial assets measured at fair value.
Since the Class II investment evaluation is based on an internal evaluation model, the key input
values are the yield rate and exchange rate, which have a significant impact on the estimation of fair
value. Therefore, we consider it to be a "Key Audit Matter."

Our audit procedures include (but are not limited to) evaluating and testing the effectiveness of
internal controls related to financial instrument evaluation, including the evaluation models and their
assumptions managed and approved by the management. We have used the sampling basis to
understand and evaluate the rationality of the key assumptions, perform an independent evaluation
calculation, and adopt the assistance of internal evaluation experts to compare the differences against
the evaluations made by the management in order to see whether they are within the tolerance range.

Please refer to Notes V, VI, VIII, and XIV of the financial statements for the disclosures of
financial assets of King's Town Bank Co., Ltd.

Appropriated allowance for bad debt from loans

As of December 31, 2020, the book value of the loans of King's Town Bank Co., Ltd. was NT$
184,901,230 thousand, accounting for 58% of the total assets, which was significant for the financial
statements and was subject to the assessment of expected credit losses as stipulated in IFRS 9
"Regulations Governing the Procedures for Banking Institutions to Evaluate Assets and Deal with
Non-performing/Non-accrual Loans." The assumptions adopted by the management in estimating the
expected credit losses include the conditions for determining whether the credit risk is significantly
increased, whether credit impairment has occurred, the selection and evaluation of the forward-looking
factors, the probability of default (PD), the loss given default (LGD) parameters, etc., and involve a
high degree of professional judgment. Therefore, we consider them to be "Key Audit Matters."

Our audit procedures include (but are not limited to) evaluating and testing internal controls related
to the calculation of expected credit losses, examining whether the expected credit loss assessment
model has been approved by the management, assessing the source of expected credit losses, and
having internal experts review the reasonableness of the expected credit loss model, the
appropriateness and rationality of the input parameters of the expected credit loss model in the
sampling test, including the probability of default (PD) and the loss given default (LGD). In addition,
we also examine whether the management complies with the requirements of the relevant authority's
written order to confirm that the loan classification and allowance for bad debts are in compliance
with the statutory requirements.

Please refer to Notes V, VI, and XIV of the financial statements for the disclosure of the allowance
for bad debt of King's Town Bank Co., Ltd.
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Other Matters - Mentioning of the Audit Result of Other Certified Public Accountants (CPAs)

We did not audit the financial statements of certain investees furnished to the individual financial
statements. The financial statements of these investees were audited by other independent accountants.
Therefore, our opinions regarding to the amounts listed in such investee financial reports from the
individual financial statements mentioned above are based on the audit report from other CPAs. The
investments in the aforementioned investees under equity method as of December 31, 2020 were
NT$329,223 thousand, accounting for 0.1% of the total assets. The Company's share of profit of
associates under equity method for the fiscal year 2020 was NT$946 thousand accounting for 0.02% of
the net income before tax. The Company's share of other comprehensive income of associates under
equity method was NT$5 thousand accounting for 0% of the net other comprehensive income.

Responsibilities of Management and Those in Charge with Governance of the Individual Financial
Statements

The Management is responsible for the preparation and fair presentation of the individual financial
statements in accordance with the "Regulations Governing the Preparation of Financial Reports by
Public Banks," "Regulations Governing the Preparation of Financial Reports by Securities Issuers," and
for such internal control as the management determines is necessary to enable the preparation of the
individual financial statements to be free from significant misstatement whether due to fraud or error.

In preparing the individual financial statements, the management is responsible for assessing the ability
of King's Town Bank Co., Ltd. as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the management either intends to
liquidate King's Town Bank Co., Ltd. or to cease operations, or has no realistic alternative but to do so.

The governance unit of King's Town Bank Co., Ltd. (including the Audit Committee or
supervisors) is responsible for supervising the financial reporting process.

Independent Auditor's Responsibilities for the Audit of the Individual Financial Statements

Our objectives are to obtain reasonable assurance about whether the individual 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 the generally accepted auditing standards in the
Republic of China will always detect a significant misstatement when it exists. Misstatement may
arise from frauds or errors. If fraud or errors are considered significant, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these individual financial statements.
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As part of an audit in accordance with the generally accepted auditing standards in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also perform the following works:

7. Identify and assess the risks of material misstatement of the individual 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 significant 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.

8. Obtain 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 internal control effective in King's Town Bank Co., Ltd.

9. Evaluate the appropriateness of accounting policies used and the reasonability of accounting
estimates and related disclosures made by the management.

10. Conclude the appropriateness of the use of the going concern basis of accounting by the
management, and based on the audit evidence obtained, whether a significant uncertainty
exists related to events or conditions that may cast significant doubt on King's Town Bank
Co., Ltd. and its ability to continue as a going concern. If we conclude that a significant
uncertainty exists, we are required to draw attention in auditor's report to the related
disclosures in the individual financial statements or, if such disclosures are inappropriate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date
of the auditor's report. However, future events or conditions may cause King's Town Bank
Co., Ltd. to cease to continue as a going concern.

11. Evaluate the overall expression, structure, and content of the individual financial
statements (including related notes) and whether the individual financial statements include
the relevant transactions and events expressed adequately.

12. Obtain sufficient and appropriate audit evidence for the individual financial information of
the Group to express an opinion on the individual financial statements. We are responsible for
guiding, supervising, and implementing the audit of the Group. We remain solely responsible
for our opinion.

We communicate the following events with the governance unit, including the planned scope and

audit time, as well as major audit findings (including significant deficiencies of internal control
identified during the audit process).
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We also provide a statement to the governance unit that the personnel of the CPA Firm who are
subject to the regulation of independence are indeed complying with the independence requirements
in accordance with the Code of Professional Ethics. Also, they communicate to the governance unit
all relationships and matters (including related protective measures) that may be considered as
affecting our independence.

We use the matters communicated with the governance unit to decide the Key Audit Matters for the
audit of the 2020 individual financial statements of King's Town Bank Co., Ltd. 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 communications.

Ernst & Young Global Limited

The Securities and Futures Bureau of the Financial
Supervisory Commission approved the financial report of
the public offering company

Auditing and Certification No.:

Jin-Guan-Cheng-6-Zi No. 0950104133
Jin-Guan-Cheng-Shen-Zi No. 1030025503

Shih-Chieh Huang

CPA
Cheng-Tao Chang

February 22, 2021
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King's Town Bank Co., Ltd.
Individual Balance Sheets
December 31, 2020 and 2019
Unit: NTD thousand

Assets December 31, 2020 December 31, 2019

Code Item Note Amount % Amount %
10000(Assets
11000 Cash and cash equivalents IVIVI. 1 $3,819,429 $3,505,067
11500 Due from the central bank and call loans to banks IVIVI. 2 12,542,608 4 11,162,682 4
12000 Financial assets measured at FVTPL IV/IVI. 3/VIHI 44,721,848 14 34,733,596 13
12100 Financial assets measured at FVTOCI IVIVI. 4, 26/VIII 48,717,089 15 50,810,145 18
12200/ Debt instrument investments measured at amortized cost| 1V/VI. 5, 26 18,897,382 6 17,698,135 6
12500{ Securities purchased under agreements to resell IVIVI. 6 200,248 - 150,022 -
13000| Receivables, net IVIVI. 7 891,330 - 1,270,450 1
13500 Discounts and loans, net IVIVIVI. 8 184,901,230 58 155,350,678 56
15000{ Investments under the equity method, net IV/IVI. 9 1,167,990 - 699,890 -
15500 Other financial assets, net IV/IVI. 10 363 - 4,396 -
18500{ Property, plant, and equipment, net IV/IVI. 11 3,373,133 1 2,706,831 1
18600| Right-of-use assets, net HI/IVIVI. 27 217,504 - 215,683 -
19300, Deferred income tax assets IV/VI. 30 180,966 - 142,041 -
19500/ Other assets, net VI. 12 1,204,398 1 956,932 -

Total assets $320,835,518 100 $279,406,548 100

(Please refer to the Notes to the Individual Financial Statements)

Chairman: Chen-Chih Tai Manager: Jih-Cheng Chang Accounting Supervisor: Yu-Hsuan Chen
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King's Town Bank Co., Ltd.
Individual Balance Sheets (continued)
December 31, 2020 and 2019

Unit: NTD thousand

Liabilities and Equity December 31, 2020 December 31, 2019

Code Item Note Amount % Amount %
20000 |Liabilities
21000 | Deposits from the Central Bank and other banks IV/IVI. 13 $21,117,468 7 $14,533,849 5
21500 Due to the Central Bank and banks VI. 14 907,650 - 1,655,830 1
22000 Financial liabilities measured at FVTPL IV/VI. 15 13,062 - 6,002 -
22500 | Securities sold under agreements to repurchase IV/IVI. 16 21,990,934 7 28,218,020 10
23000 | Payables VI. 17 1,432,333 - 1,223,956 -
23200 Current income tax liabilities IV/VI. 30 566,736 - 71,953 -
23500 Deposits and remittances VI. 18 227,147,197 71 191,812,314 69
25600 | Provisions IVIVI. 19, 20, 26 394,957 - 383,414 -
26000 | Lease liabilities HI/IVIVI. 27 219,898 - 217,256 -
29300 Deferred income tax liabilities IV/VI. 30 299,314 - 135,832 -
29500 | Other liabilities VI. 21 164,512 - 216,613 -

Total liabilities 274,254,061 85 238,475,039 85
31000 |Equity VI. 22
31100 | Share capital 11,212,343 3 11,312,343 4
31500 | Capital surplus 55,622 - 56,095 -
32000 | Retained earnings
32001 Legal reserve 11,438,543 4 10,418,637 4
32003 Special reserve 115,319 - 538,481 -
32011 Unappropriated retained earnings 17,605,151 6 14,596,680 5
32500 Other equity interest v 6,252,901 2 4,107,695 2
32600 Treasury stock v (98,422) - (98,422) -

Total equity 46,581,457 15 40,931,509 15

Total liabilities and equity $320,835,518 100 $279,406,548 100

(Please refer to the Notes to the Individual Financial Statements)

Chairman: Chen-Chih Tai Manager: Jih-Cheng Chang Accounting Supervisor: Yu-Hsuan Chen
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King's Town Bank Co., Ltd.

Individual Statements of Comprehensive Income
From January 1 to December 31, 2020 and 2019

Unit: NTD thousand

2020 2019
Code Item Note Amount % Amount %
41000 |Interest revenue \ $6,233,702 72 $6,649,901 80
51000 |Less: Interest expenses v (1,217,287) | (14) (2,046,344) | (25)
Net interest income VI. 23 5,016,415 58 4,603,557 55
Non-interest net income
49100| Net service fee income IVIVI. 24 1,857,694 21 1,647,842 20
49200 | Gain on financial assets and financial liabilities measured at FVTPL IVIVI. 25 2,009,215 23 1,456,344 18
49310| Realized gain or loss on financial assets at FVTOCI v 306,334 4 128,683
49600 | Net exchange (loss) gain v (134,144) (2) 181,050
47003 | Profit in the subsidiary, affiliated company and joint ventures recognized under the equity method v 135,706 2 214,445 3
49700 | Impairment loss on assets IV/IVI. 26 (512,890) (6) (27,311) -
49800 | Other non-interest net income v 30,515 - 75,647 -
Net income 8,708,845 | 100 8,280,257 | 100
58200 |Allowances for bad-debts, commitments and guarantees IVN2|67' 8, (636,327) (7 (2,553,305) | (31)
58400 |Operating expenses
58500| Employee benefits expenses VI. 20, 28 (1,008,083) | (12) (990,007) | (12)
59000 | Depreciation and amortization expenses IV/IVI. 11, 28 (130,886) 2 (124,825) 2
59500| Other business and administrative expenses v (702,348) (8) (766,569) 9
61000 |Net income before taxes from continuing operations 6,231,201 71 3,845,551 46
61003 |Income tax (expense) IV/VI. 30 (740,235) (8) (445,864) (5)
64000 [Net income after tax 5,490,966 63 3,399,687 41
65000 |Other comprehensive income (loss)
65200| Items that will not be reclassified to profit or loss IV/IVI. 29, 30
65201 Remeasurements of the defined benefit plan (2,903) - 6,589 -
65204 Gain or loss on evaluation of equity instruments at FVTOCI 375,313 4 423,680 5
65207 The proportion of other comprehensive_ incomes from subsidiar_igs, associat_es, and equity joint 4122 i 6,815 i
ventures accounted for under the equity method — not reclassified as profit and loss
65220 Income tax expenses related to items that will not be reclassified subsequently to profit or loss 349 - (19,752) -
65300| Items that may be reclassified subsequently to profit or loss IV/IVI. 29, 30
65301 Exchange differences on translation of foreign financial statements (3,825) - (85,655) Q)
65308 Gain or loss from debt instrument investment at FVTOCI 1,739,742 20 4,124,894 50
65320 Ing:norgi (t)e;xl (;g;ated to components of other comprehensive income that will be reclassified to 459 i 13.122 i
Other comprehensive income (after tax) 2,113,257 24 4,469,693 54
66000 |Total comprehensive income (after tax) $7,604,223 87 $7,869,380 95
Earnings per share (NTD) VI. 31
67500 | Basic earnings per share $4.90 $2.99
67700 | Diluted earnings per share $4.90 $2.99

(Please refer to the Notes to the Individual Financial Statements)

Chairman: Chen-Chih Tai Manager: Jih-Cheng Chang
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King's Town Bank Co., Ltd.
Individual Statements of Changes in Equity
From January 1 to December 31, 2020 and 2019

Unit: NTD thousand
Retained earnings Other equity items
Exchange Unrealized (loss) profit of
differences on financial assets in other
Capital Legal Special Unappropriated | translation of foreign | comprehensive income Treasury
Items Share capital surplus reserve reserve retained earnings | financial statements measured at FVTPL stock Total equity
Balance on January 1, 2019 $11,512,343 $99,585 | $9,555,297 $100,930 $14,699,482 $28,431 $(497,142) | $(314,865) | $35,184,061
The 2018 appropriation and distribution of earnings
Appropriation of legal reserve 863,340 (863,340) -
Appropriation of special reserve 437,551 (437,551) -
Common stock cash dividends (1,711,852) (1,711,852)
Net income for the year ended December 31, 2019 - - - 3,399,687 - - - 3,399,687
Other comprehensive income for the year ended December 31, 2019 - - - (13,163) (72,533) 4,555,389 - 4,469,693
Total comprehensive income for the year ended December 31, 2019 - - - 3,386,524 (72,533) 4,555,389 - 7,869,380
Buyback of treasury stocks (410,080) |  (410,080)
Disposal of treasury stocks (200,000) (43,490) (383,033) 626,523 -
Disposal of equity instruments measured at FVTOCI (93,550) 93,550 -
Balance on December 31, 2019 11,312,343 56,095 | 10,418,637 538,481 14,596,680 (44,102) 4,151,797 (98,422) | 40,931,509
The 2019 appropriation and distribution of earnings
Appropriation of legal reserve 1,019,906 (1,019,906) -
Reversal of special reserve (423,162) 423,162 -
Common stock cash dividends (1,677,351) (1,677,351)
Net income for the year ended December 31, 2020 - - - 5,490,966 - - - 5,490,966
Other comprehensive income for the year ended December 31, 2020 - - - (2,554) (3,366) 2,119,177 - 2,113,257
Total comprehensive income for the year ended December 31, 2020 - - - 5,488,412 (3,366) 2,119,177 - 7,604,223
Buyback of treasury stocks (276,924) (276,924)
Disposal of treasury stocks (100,000) 473) (176,451) 276,924 -
Disposal of equity instruments measured at FVTOCI (29,395) 29,395 -
Balance on December. 31, 2020 $11,212,343 $55,622 | $11,438,543 $115,319 $17,605,151 $(47,468) $6,300,369 | $(98,422) | $46,581,457

Chairman: Chen-Chih Tai

(Please refer to the Notes to the Individual Financial Statements)

Manager: Jih-Cheng Chang
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King's Town Bank Co., Ltd.

Individual Statements of Cash Flows

From January 1 to December 31, 2020 and 2019

Unit: NTD thousand

2020 2019 2020 2019
Items Amount Amount Items Amount Amount
Cash flows from operating activities: Cash flows from investing activities:

Profit before tax for the period $6,231,201 $3,845,551 | Acquisition of property and equipment (720,753) (390,919)
Adjustments: Proceeds from disposal of property and equipment - 41,921
Non-cash income and expense items Acquisition of investment under equity method (320,611) -
Expected credit impairment loss/bad debt expense 636,327 2,553,305 | Cash inflow due to merger - 212,281
Impairment loss on assets 512,890 27,311 Net cash (outflow) from investing activities (1,041,364) (136,717)
Depreciation and amortization expenses 130,886 124,825
Net interest income (5,016,415) (4,603,557)
(Profit) in the subsidiary recognized under the equity method (135,706) (214,445) |Cash flows from financing activities:
Compensation cost of share-based payments - - | Due to the Central Bank and banks (decrease) (748,180) (802,810)
Loss (gain) on disposal and retirement of property, plant and equipment 137 (19,291) | Securities sold under agreements to repurchase (decrease) (6,227,086) (1,098,476)
(Gains) on disposal of other assets (88) (1) | Cash dividend paid (1,677,351) (1,711,852)
(Gain) on bargain purchase (7,661) - | Cost of treasury stock repurchase (276,924) (410,080)
Changes in operating assets and liabilities Repayment of the principal amount of lease liabilities (78,924) (78,122)
Due from the central bank and call loans to banks (increase) (655,248) (172,399) Net cash (outflow) from financing activities (9,008,465) (4,101,340)
Financial assets measured at FVTPL (increase) (9,988,252) (3,142,934)
Receivables decrease (increase) 325,680 (298,052)
Discount and loan (increase) (30,116,447) (5,679,720) |Effect of exchange rate changes on cash and cash equivalents (3,825) (85,655)
Financial assets measured at FVTOCI decrease 3,695,974 7,123,745
Debt instrument investments measured at amortized cost (increase) (1,200,000) (100,000) |Current cash and cash equivalents increase (decrease) 1,089,266 (4,142,623)
Other assets decrease (increase) 4,033 (917) |Cash and cash equivalents at beginning of year 9,330,776 13,473,399
Other assets (increase) (247,466) (83,382) |Cash and cash equivalents at end of the year $10,420,042 $9,330,776
Deposits from the Central Bank and banks increase (decrease) 6,583,619 (5,403,402)
Financial liabilities measured at FVTPL increase (decrease) 7,060 (19,782)
Payables increase (decrease) 257,744 (1,063,044) |Composition of cash and cash equivalents
Deposits and remittances increase 35,334,883 3,135,014 |Cash and cash equivalents recorded on the balance sheet $3,819,429 $3,505,067
iy esrve s r0a09) | (ars0) Duf e Cota B e o et o NS | s | ers
Other liabilities (decrease) (52,101) (70,269)
oassesy|  arrosu [TSTSh MO0 b TR ORI | a0 g
Dividend received - 143,002
Interest paid (1,263,393) (2,055,794)
Income tax paid (120,087) (577,529) |Cash and cash equivalents at end of the year $10,420,042 $9,330,776

Net cash inflow from operating activities 11,142,920 181,089

Chairman: Chen-Chih Tai

(Please refer to the Notes to the Individual Financial Statements)
Manager: Jih-Cheng Chang
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King's Town Bank Co., Ltd.
Notes to the Individual Financial Statements
From January 1 to December 31, 2020 and 2019

(In Thousands of New Taiwan Dollars, unless otherwise specified)

Company History

1. King's Town Bank Co., Ltd., (hereinafter referred to as the "Company") was restructured
from Tainan District Joint Saving Co., Ltd, on January 1, 1978. The Company had applied
for restructuring into a commercial bank according to the resolution reached in the
extraordinary Shareholders' Meeting on November 29, 2005 and was renamed as "King's
Town Bank Co., Ltd." The Company started trading on the Taiwan Stock Exchange
Corporation since July 1983. The place of registration and the general management office
are located at No. 506, Section 1, Ximen Road, West Central District, Tainan City, and

branches are setup nationwide.

2. The Company's main business services are: (1) accepting check deposits, (2) accepting
other deposits, (3) issuing financial bonds, (4) handling loans, (5) handling bill discounts,
(6) handling various investment businesses, (7) handling domestic and foreign exchange,
(8) handling draft acceptance, (9) issuing domestic and foreign letters of credit, (10)
handling domestic and foreign guarantees, (11) handling collections and advances, (12)
handling the depository and agency services related to the various businesses listed above,

and (13) other business chartered by the government.

3. The Company had 960 and 975 employees as of December 31, 2020 and 2019,

respectively.

Approval Date and Procedures of the Financial Statements

The individual financial statements of the Company for the period of January 1 to December
31, 2020 and 2019 were approved for publication by the Board of Directors on February 22,
2021.

Application of New, Revised, and Amended Standards and Interpretations

1. Changes in accounting policies resulting from the first-time application of International

Financial Reporting Standards.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

The Company has adopted the International Financial Reporting Standards, International
Accounting Standards, International Financial Reporting Interpretations or Notices that
have been approved by the Financial Supervisory Commission (hereinafter referred to as
the "FSC") for application after January 1, 2020. The first-time application has no
significant impact on the Company.

2. The Company has not adopted the following new publication, revision and amendments or
interpretations announced by International Accounting Standards Board and approved by
the FSC.

The effective date
announced by the
International Accounting
Standards Board

1 |Interest rate benchmark reform - Phase II (Amendments January 1, 2021
to IFRS 9, IAS 39 and IFRS 7, IFRS 4 and IFRS 16)

No. | New/Amended/Revised Standards and Interpretations

(1) Interest rate benchmark reform - Phase Il (Amendments to IFRS 9, IAS 39 and IFRS

7, IFRS 4 and IFRS 16)

The impact of Phase II Interest Rate Benchmark Reform on the financial statements

include:

A. Regarding cash flows of financial instruments, the carrying amounts thereof will
not be de-recognized or adjusted due to the changes in the reform. Instead,
changes result directly from interbank offered rates (IBORs) will be accounted
for by updating the effective interest rates;

B. If a hedging relationship is subject to hedging accounting, the hedging
relationship will still be subject to hedging accounting regardless of changes in
the requirements of the reform; and

C. The Company is required to disclose the risks arise from the reform and the

Company’s risk management in the transition.

The Company evaluates that the amendments which are to be adopted in the fiscal

year starting January 1, 2021 have no significant impact on the Company.
3. As of the date of the issuance of the financial report, the Company has not adopted the

following new publication, revision, and amendments or interpretations announced by

International Accounting Standards Board and approved by the FSC.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

The effective date
No. | New/Amended/Revised Standards and Interpretations annqunced by the )
International Accounting
Standards Board
Amendments to IFRS 10 - Consolidated Financial To be determined by
1 Statements, and IAS 28 - Investments in Associates and| International Accounting
Joint Ventures - Sale or Contribution of Assets between Standards Board
an Investor and its Associate or Joint Venture
2 |IFRS 17 "Insurance Contracts" January 1, 2023
3 Liabilities classified as current or non-current January 1, 2023
(Amendment to IAS 1)
Narrow-scope amendments of IFRS, including January 1, 2022
4 |Amendments to IFRS 3, Amendments to IAS 16,
Amendments to IAS 37 and the Annual Improvements
5 Disclosure Initiative - Accounting Policies January 1, 2023
(Amendment to IAS 1)
6 Definition of Accounting Estimates (Amendment to January 1, 2023
IAS 8)
(1) Amendments to IFRS 10 - Consolidated Financial Statements and IAS 28 -

Investments in Associates and Joint Ventures - Sale or Contribution of Assets

between an Investor and its Associate or Joint Venture

The amendments addressed the inconsistency between the requirements in IFRS 10
"Consolidated Financial Statements" and IAS 28 "Investments in Associates and
Joint Ventures," in dealing with the loss of control of a subsidiary that is contributed
to an associate or a joint venture. IAS 28 restricts gains and losses arising from
contributions of non-monetary assets to an associate or a joint venture shall be offset
through downstream sale. IFRS 10 requires full profit or loss recognition other loss of
control of the subsidiary. IAS 28 was amended so that the gain or loss resulting from

the sale or contribution of assets as defined in IFRS 3 shall be recognized in full.

IFRS 10 was also amended so that the gains or loss resulting from the sale or
contribution of a subsidiary that does not constitute a business as defined in IFRS 3
between an investor and its associate or joint venture is recognized only to the extent

of the unrelated investors' interests in the associate or joint venture.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

)

(3)

(Unless otherwise provided, Unit: NTD Thousand)

IFRS 17 - Insurance Contracts

This standard provides a comprehensive model to insurance contracts, including all

accounting treatment (recognition, measurement, expression, and disclosure

principle). The core of the standard is general, and under this model, initial

recognition measures the insurance contract group by the combination of the cash

flow from performance obligation and contract service margin, wherein the

performance obligation cash flow includes:

A. Estimated future cash flow

B. Discount rate: Adjustments that reflect the time value of money and the financial
risks (within the estimation range of the future cash flow that does not include
financial risk) associated with future cash flows; and

C. Adjustment of non-financial risks

The carrying amount of the insurance contract group at the end of each reporting
period is the sum of the remaining security liabilities and the claims liabilities

incurred.

In addition to the general model, the standard also provides:
A. Specific applicable methods with contracts characterized by direct participation
(variable fee method)

B. Simplified short-term contract method (premium allocation approach)

IFRS 17 was issued in May 2017 and it was amended in June 2020. The amendments
include deferral of the date of initial application of IFRS 17 by two years to annual
beginning on or after January 1, 2023 (from the original effective date of January 1,
2021); provide additional transition reliefs; simplify some requirements to reduce the
costs of applying IFRS 17 and revise some requirements to make the results easier to
explain. IFRS 17 replaces an interim standard - IFRS 4 Insurance Contracts - from

annual reporting periods beginning on or after January 1, 2023.
Liabilities classified as current or non-current

This amendment targets sections 69-76 in IAS 1 - Presentation of Financial

Statements concerning the classification of liability as either current or non-current.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

(4) Narrow-scope amendments of IFRS, including Amendments to IFRS 3, Amendments
to IAS 16, Amendments to IAS 37, and the Annual Improvements

A

Updating a Reference to the Conceptual Framework (Amendments to IFRS 3)

This amendment replaces the old version of the index on the Conceptual.
Framework for Financial Reporting and updates IFRS No. 3 with the latest
version of the index published in March 2018. The amendments also added an
exception to the recognition principle of IFRS 3 to avoid the issue of potential
"day 2" gains or losses arising for liabilities and contingent liabilities. In
addition, clarify existing guidelines for contingent assets that are not affected by

the replacement structure index.

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to
IAS 16)

The amendments prohibit a company from deducting from the cost of property,
plant, and equipment amounts received from selling items produced while the
company is preparing the asset for its intended use. Instead, a company will

recognize such sales proceeds and related cost in profit or loss.

Onerous Contracts - Cost of Fulfilling a Contract (Amendments to IAS 37)

The amendments clarify what costs a company should include as the cost of

fulfilling a contract when assessing whether a contract is onerous.

Annual Improvements to [FRS Standards 2018 — 2020

Amendment to IFRS 1
The amendment simplifies the application of IFRS 1 by a subsidiary that
becomes a first-time adopter after its parent in relation to the measurement of

cumulative translation differences.

Amendment to IFRS 9 Financial Instruments
The amendment clarifies the fees a company includes when assessing whether
the terms of a new or modified financial liability are substantially different from

the terms of the original financial liability.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

Amendment to lllustrative Examples Accompanying IFRS 16 Leases

The amendment to Illustrative Example 13 accompanying IFRS 16 modifies the
treatment of lease incentives relating to lessee's leasehold improvements.
Amendment to IAS 41

The amendment removes a requirement to exclude cash flows from taxation
when measuring fair value thereby aligning the fair value measurement
requirements in IAS 41 with those in other IFRS Standards.

(5) Disclosure Initiative - Accounting Policies (Amendment to IAS 1)

The objective of the amendment was to improve accounting policy disclosures and
help stakeholders provide more relevant information for investors and primary users

of financial statements.
(6) Definition of Accounting Estimates (Amendment to IAS 8)

The amendments introduced the definition of accounting estimates and included
other amendments to IAS 8 (Accounting Policies, Changes in Accounting Estimates
and Errors) to help entities distinguish changes in accounting estimates from changes

in accounting policies.

The aforementioned standards or interpretations have been issued by the IASB but have
yet to be approved by the FSC. The actual date of application is subject to the requirements
of the FSC. The new announcement or amendment of the standard or interpretation has no
significant impact on the Company.

IV. Summary of Significant Accounting Policies

1.

Compliance Statement

The Company's individual financial reports for the period January 1, to December 31,
2020 and 2019 are prepared in accordance with the "Regulations Governing the
Preparation of Financial Reports by Public Banks," and "Regulations Governing the

Preparation of Financial Reports by Securities Issuers."

Basis of preparation
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Besides the individual financial instruments measured at fair value, the Individual
Financial Statements are prepared on the basis of historical costs. Unless otherwise
specified, the Individual Financial Statements are denoted in thousands of New Taiwan
Dollars (NTD 1,000).

3. Foreign currency transaction

The individual financial statements of the Company are expressed in the Company’s
functional currency (New Taiwan Dollars). Each subsidiary of the Company determines
its own functional currency and measures its financial statements in that functional

currency.

The foreign currency transactions of each subsidiary of the Company are converted to its
functional currency according to the exchange rate on the transaction date. At the end of
every reporting period, items denoted in foreign currencies will be translated at the closing
exchange rate of the day. Non-monetary foreign currency items measured at fair value will
be translated using the exchange rate on the date when the fair value is measured.
Non-monetary foreign currency items measured at historical cost are translated at the

exchange rate of the date of the transaction.

Except for the following items, exchange differences resulting from delivery or exchange

of monetary items will be recognized as gain or loss as they occur:

(1) For the foreign currency borrowings arising from acquiring assets that meet the
requirements, the resulting exchange differences are treated as an adjustment to the
interest cost and are capitalized as part of the borrowing cost.

(2) Foreign currency projects subject to the provisions of IFRS 9 "Financial Instruments"
are treated in accordance with the accounting policies of financial instruments.

(3) For the monetary items of the reporting entity that are an integral part of the net
investment in the foreign operating institution, the resulting exchange differences
were originally recognized in other comprehensive income and are reclassified from

equity to profit or loss when the net investment is disposed.

When the profit or loss of a non-monetary item is recognized as other comprehensive
income, any exchange profit or loss is recognized in other comprehensive income. When
the profit or loss of a non-monetary item is recognized in profit or loss, any exchange

profit or loss is recognized in profit or loss.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

4. Translation of financial statements in foreign currency

When preparing the individual financial statements, the assets and liabilities of foreign
operating institutions are translated into New Taiwan Dollars at the closing exchange rate
on the balance sheet date. The income and loss items are translated at the average
exchange rate for the current period. The exchange difference arising from the conversion
is recognized as other comprehensive income. When the foreign operating institution is
closed, the accumulated exchange difference previously recognized in other consolidated
profit or loss and included in the equity is reclassified from the equity to the profit or loss at

the time of recognizing the disposal profit or loss.
5. Cash and cash equivalents

Cash and cash equivalents are cash on hand, demand deposits, and short-term and highly
liquid time deposits or investments (including time deposits with a contract period within
12 months) that are readily convertible into fixed cash amount and have a very low risk of
changes in value. For the Consolidated Statement of Cash Flows, it also includes the
deposits at the Central Bank, interbank lending, and resell (RS) bill and bond investments
in accordance with the cash and cash equivalent stipulated in IAS 7 that is approved by the
FSC.

6. Bonds Purchased under Resell/Notes Issued under Repurchase Agreements

The accounting process of RP/RS and bond transactions is as follows: (1) For an RP bill
transaction, credit the RP bill and bond liability. The trade difference is booked as an
interest expense; (2) For an RS bill transaction, debit the RS bill and bond investment. The

trade difference is booked as interest income.
7. Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party to the

financial instrument contract.

Financial assets and financial liabilities subject to the provisions of IFRS 9 "Financial
Instruments" at the time of original recognition, were measured at fair value. The
acquisition or issuance transaction costs that are directly attributable to the financial assets
and financial liabilities (except for financial assets and financial liabilities that are
classified as measured at fair value through profit or loss) are added or subtracted from the

fair value of the financial assets and financial liabilities.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

(1) Recognition and measurement of financial assets

The recognition and de-recognition of all the financial assets of the Company are
handled with the trade date accounting.

The Company uses the following two items to have financial assets classified as
subsequently measured at amortized cost, measured at fair value through other
comprehensive income, or measured at fair value through profit or loss:

A. Operating model of financial assets management

B. Contractual cash flow characteristics of financial assets

Financial assets measured at cost after amortization

Financial assets that meet the following two conditions are measured at amortized

cost and booked in the balance sheet in terms of notes receivable, accounts

receivable, financial assets measured at amortized cost, and other receivables.

A. Business model used in managing the financial assets: financial asset is held to
receive contractual cash flows

B. Contractual cash flow characteristics of financial assets: cash flow is entirely for

the payment of principal and interest on the amount of outstanding principal.

These financial assets (excluding those involved in hedging) are subsequently
measured at amortized cost [the amount measured at the time of original recognition,
less the principal paid, plus or minus the cumulative amortization amount (with the
effective interest method) between the original amount and the amount due), and
adjusting the allowance for loss]. For de-recognition, the benefits or losses are
recognized in profit or loss through amortization procedures or recognition of

impairment profit or loss.

Interest that is calculated with the effective interest method (having the effective
interest rate multiplied by the total book value of financial assets) or the following
conditions is recognized in profit or loss:

A. For credit impairment of financial asset purchased or originated, have the
effective interest rate after credit adjustment multiplied by the amortized cost of
financial assets.

B. Other than those stated in the preceding paragraph, but which subsequently
become credit impaired, have the effective interest rate multiplied by the

amortized cost of the financial assets.

245



Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

Financial assets measured at fair value through other comprehensive income

The Group uses the following two items to have financial assets classified as

subsequently measured at amortized cost, measured at fair value through other

comprehensive income, or measured at fair value through profit or loss:

A

B.

Operating model of financial assets management: Collect contractual cash flows
and sell financial assets.
Contractual cash flow characteristics of financial assets: cash flow is entirely for

the payment of principal and interest on the amount of outstanding principal.

The recognition of the profit or loss related to such financial assets is as follows:

A

Before de-recognition or reclassification, except for the impairment profit or
loss and foreign currency exchange gains and losses recognized in profit or loss,
the profit or loss is recognized in other comprehensive income.

At the time of de-recognition, the cumulative profit or loss previously

recognized in other comprehensive income is reclassified from equity to profit

or loss as reclassification adjustment.

Interest that is calculated with the effective interest method (having the effective

interest rate multiplied by the total book value of financial assets) or the

following conditions is recognized in profit or loss:

(@) For a credit impairment financial asset purchased or originated, have the
effective interest rate after credit adjustment multiplied by the amortized
cost of financial assets.

(b) Other than those stated in the preceding paragraph, but which subsequently
become credit impaired, have the effective interest rate multiplied by the
amortized cost of financial assets.

In addition, for equity instruments applicable to IFRS 9 and are not held as
available-for-sale or applicable as a contingent consideration by the acquirer in
business consolidation in IFRS 3, during initial recognition, the Company will
choose (this is not reversible) to state its subsequent fair value changes in the
other comprehensive income (loss). Amounts stated in other comprehensive
income cannot be converted to income or loss (during disposal of such equity
instrument, the accumulated amount stated in other equity item will be directly
transferred to retained earnings), and will be stated in the Balance Sheet as
financial assets measured at fair value through other comprehensive income
(loss). Investment dividends will be recognized in income or loss, unless such

dividends clearly represent a portion of the investment cost.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Financial assets at fair value through profit and loss

In addition to the aforementioned measurement at cost after amortization for
having met certain conditions or measurement at fair value through other
comprehensive income (loss), financial assets are all measured at fair value
through income or loss, and are stated in the balance sheet as financial assets at

fair value through profit or loss.

These financial assets are measured at fair value, and any gain or loss from their
revaluation will be recognized as profit or loss. The gain or loss recognized as

profit or loss includes any dividend or interest received from the financial asset.

(2) Impairments of financial asset

For the debt instrument investments measured at fair value through other
comprehensive income, debt instrument investments measured at amortized cost, and
off-balance sheet debt instrument, the Company has them recognized as expected
credit loss and with the allowance for loss measured. For the debt instrument
investment measured at fair value through other comprehensive income, allowance
for loss is recognized in the other comprehensive income (loss), and the book value of
the investment will not be reduced. Loans and receivables and off-balance sheet
credit assets are recognized and measured in accordance with the expected credit
losses. Also, adequate allowances, reserve for guarantee liability, and financing
commitment reserves are appropriated according to whichever is higher according to
the "Regulations Governing the Procedures for Banking Institutions to Evaluate

Assets and Deal with Non-performing/Non-accrual Loans."

The Company measures expected credit losses to reflect the following:

A. Anamount that is unbiased and weighted by probability through evaluating each
possible outcome

B. Time value of money

C. Reasonable and corroborative information (that can be obtained on the balance
sheet date without excessive costs or inputs) relating to past events, current

conditions, and future economic forecasts
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

The methods used for measuring allowance for loss are as follows:

A. It is measured by the 12-month expected credit loss amount: Including the credit
risk that has not increased significantly since the original recognition of the
financial assets, or it is determined as low credit risk on the balance sheet date.
In addition, this also includes those with allowance loss measured by the
expected credit loss during the previous reporting period, but no longer meets
the condition in which the credit risk has significant increased since the original
recognition on the balance sheet date.

B. The expected credit loss amount for the duration: Includes the significant
increase in credit risk of the financial assets since the original recognition, or the
financial assets with credit impairment purchased or originated.

C. For accounts receivable or contractual assets arising from transactions within
the scope of IFRS 15, the Company measured the allowance for loss with the
expected credit loss amount of the duration.

D. For the rent receivables arising from the transactions as stipulated in IFRS 16,
the Company uses the expected credit losses for the duration of the period to

measure the allowance for losses.

In addition to the aforementioned assessments, the Company also has the credit assets
assessed and classified according to the following classification methods by referring
to the "Regulations Governing the Procedures for Banking Institutions to Evaluate
Assets and Deal with Non-performing/Non-accrual Loans." Regarding the
classification methods, except for the normal credit assets classified in Category I,
non-performing credit assets are evaluated according to the status of the loan
collateral and the length of time overdue, which are classified as Category II "Special
Mention," Category III "Expected to be Recovered," Category IV "Doubtful" and
Category V "Losses."

The allowance for bad debt is appropriated for a minimum amount equivalent to the
total of 1% of net Category I credit assets of the obligation to Taiwanese government
agencies, 2% of Category II credit assets, 10% of Category III credit assets, 50% of
Category IV credit assets, and 100% of Category V credit assets.

On each balance sheet date, the Company assesses whether the credit risk of financial
instruments after the original recognition has increased significantly by comparing
the changes in the default risk of the financial instruments on the balance sheet date
and the original recognition date. In addition, please refer to Note XIV for

information related to credit risk.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

©)

(4)

(Unless otherwise provided, Unit: NTD Thousand)

Derecognized financial assets

The Company's financial assets will be derecognized when one of the following

conditions occurs:

A. The contractual right from the cash flow of the financial asset is terminated.

B. When nearly all risk and compensations associated with ownership of a
financial asset has been transferred.

C. Nearly all risk and compensations associated with ownership of an asset has
neither been transferred nor retained, but the control of the asset has been

transferred.
When a financial asset is derecognized in its entirety, the difference between its
carrying amount and any cumulative gain or loss that has been received or is
receivable and recognized in other comprehensive income (loss), will be recognized
in profit or loss.

Financial liabilities and equity instruments

Classification of liability or equity

The Company classifies the liabilities and equities instrument issued as financial
liability or equity in accordance with the substance of the contractual arrangement

and the definitions of a financial liability, and an equity instrument.

Equity instruments

Equity instruments refer to any contract with residual interest after subtracting all
liabilities from assets. Equity instruments issued by the Company are recognized by

the acquisition cost minus direct distribution costs.

Hybrid instruments

The Company recognizes the financial liabilities and equity components of the
convertible corporate bonds issued in accordance with contractual terms. In addition,
the conversion of corporate bonds issued is based on the assessment of whether the
economic characteristics and risks of the embedded purchase and sale rights are

closely related to the primary debt commodity before classifying the equity elements.
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For liabilities that do not involve derivatives, the fair value is measured using the
market interest rate of a bond of comparable nature and without conversion
characteristics. This amount is classified as a financial liability measured by
amortized cost before conversion or redemption settlement. For other embedded
derivatives that are not closely related to the risk characteristics of the principal
contract (for instance, the embedded buy back and redemption rights are confirmed to
be substantially inconsistent with the amortized cost of the debt commodity on each
execution date), they will be classified as components of liability and is measured at
fair value through profit or loss in subsequent periods except for equity components.
The amount of the equity component is determined by the conversion of fair value of
the corporate bonds subtract the component of the liability, and the carrying amount
will not be remeasured in subsequent accounting periods. If the issued conversion
corporate bonds from the Company do include an equity element, they are handled in

accordance with IFRS 9 Hybrid Instruments.

The transaction costs are allocated to the liability and equity components in
proportion to the ratio of the convertible corporate bonds' allocations to liability and

equity components during initial recognition.

When holder of the convertible corporate bonds should request to exercise
conversion rights before the maturity of the convertible bond, the person should
adjust the carrying amount of the liability component element to the carrying amount

at the time of exercise as the basis of entry for issuance of ordinary shares.

Financial liabilities

Financial liabilities subject to the provisions of IFRS 9 are classified, at the original
recognition, as financial liabilities measured at fair value through profit or loss or

financial liabilities measured at amortized cost.

Financial liabilities measured at fair value through profit and loss

Financial liabilities at fair value through profit or loss include available-for-sale
financial liabilities and designated financial liabilities at fair value through profit and

loss.
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A financial asset will be classified as available-for-sale when it meets one of the

following conditions:

A. The primary purpose for acquisition of the asset is short-term sales;

B. [Itis part of an identifiable financial instrument combination of the consolidated
management at the time of initial recognition, and there is evidence that the
combination is a short-term profit operating model in the near future; or

C. It is a derivative (except for financial guarantee contract or a designated and
effective hedging instrument).

For contracts that include one or multiple embedded derivative instruments, the entire

hybrid (integrated) contract could be designated as a financial instrument at fair value

through profit or loss. In addition, when it meets one the following conditions and can

provide more relevant information, it could be designated as at fair value through

profit or loss during initial recognition:

A. The designation can eliminate or significantly reduce the inconsistency of
measurement or recognition; or

B. The performance of a group of financial liabilities or a group of financial assets
and financial liabilities is managed and assessed on a fair value basis according
to the written risk management or investment strategies; also, the portfolio
information provided to the management within the consolidated company is
also based on the fair value.

The benefits or losses arising from the re-measurement of such financial liabilities are
recognized in profit or loss. The gain or loss recognized in profit or loss includes any

interest paid on the financial liability.

Financial liabilities measured at amortized cost

Financial liabilities measured at amortized cost include accounts payables and loans,
and will continue to be measured through effective interest method after initial
recognition. When financial liabilities are derecognized and amortized using
effective interest method, related gain or loss and amortization will be recognized in
profit or loss.

Calculation of the amortized cost will take discount or premium during acquisition

and transaction cost into consideration.
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De-recognition of financial liabilities

When the obligation of a financial liability is terminated, canceled or no longer

effective, the financial liability will be derecognized.

When the Company and the creditors exchange debt instruments with significant
differences, or make major changes to all or part of the existing financial liabilities
(whether due to financial difficulties or otherwise), treatment will include
derecognition of the original liabilities and the recognition of new liabilities, During
derecognition of financial liabilities, the difference between the carrying amount and
the total amount of the consideration paid or payable, including the transferred

non-cash assets or liabilities assumed, is recognized in profit or loss.

(5) Offsetting of financial assets and liabilities

Financial assets and financial liabilities can only be offset and presented in net terms
on the balance sheet only when the recognized amounts currently contain exercise of
legal rights for offset and are intended to be settled on a net basis or can be realized

simultaneously and the debt can be settled.

8. Derivatives

Derivatives held or issued by the Company are used to hedge exchange rate risk and
interest rate risk, of which, the designated and effective hedging items are reported as
hedging assets or liabilities on the balance sheet. For those not designated but effective
hedging, they are presented on the balance sheet as financial assets or financial liabilities

measured at fair value through profit or loss.

Derivative instruments are initially recognized at fair value on the date on which a
derivative contract is entered into and are subsequently remeasured at fair value.
Derivatives are carried as financial assets when the fair value is positive and as financial
liabilities when the fair value is negative. Changes in fair value of derivatives are
recognized directly in profit or loss. In the case of effective cash flow hedging and foreign
operating institutions net investment hedging, it is recognized in profit or loss or equity

based on the type of hedging.
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For the main contract that is a non-financial asset or non-financial liability, when it is
embedded in the derivative of the main contract, its economic characteristics and risks are
not closely related to the main contract; also, when the main contract is not measured at
fair value through profit or loss, the embedded derivative should be treated as an
independent derivative.

Fair value measurement

Fair value refers to the price required or transferred to an asset in an orderly transaction
between market participants on a measurement date. Fair value measurement assumes that
the transaction for the asset being sold or liability being transferred takes place in one of
the following markets:

(1) Principal market of the asset or liability, or

(2) If no principal market exists, the most favorable market for the asset or liability

The Company needs to be able to enter the principal or most favorable market in order to

carry out the transaction.

Fair value measurement of the asset or liability uses the assumption that market
participants would adopt while pricing the asset or liability, where the assumption is that
the market participants would take the most favorable economic conditions into

consideration.

The fair value measurement of a non-financial asset takes into consideration the market
participant's use of the asset for its highest price and best use or by selling the asset to
another market participant who will use the asset for its highest price and best use to

generate economic benefits.

The Company uses valuation techniques that are appropriate and relevant in the relevant
circumstances to measure fair value and maximize the use of observable inputs and to

minimize the use of unobservable inputs.
Impairment of non-financial assets

At the end of every reporting period, the Company will evaluate all assets for indicators of
impairment pursuant to IAS 36 - Impairment of Assets. If signs of impairment exist or if
regular annual impairment test is required for a certain asset, the Company will test it on

the basis of individual assets or the cash generating unit to which the asset belongs. If
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result of the impairment test indicates that the carrying amount of the asset or the cash
generating unit to which the asset belongs is greater than its recoverable amount,
impairment loss will be recognized. The recoverable amount is the higher of fair value net
of the disposal cost or the value in use.

At the end of every reporting period, the Company will evaluate all assets except for
goodwill for indicators of whether previously recognized impairment loss no longer exists
or has been reduced. If such signs exist, the Company will estimate the recoverable
amount of the asset or the cash generating unit. If the estimated service potential of the
asset changes, resulting in an increase in the recoverable amount, the impairment will be
reversed to profit or loss. However, the carrying amount after reversal shall not exceed the
amount of the depreciation or amortization of the asset after deducting the depreciation or

amortization.
Impairment loss and reversal of continuing operations will be recognized in profit or loss.
Collateral accepted

The accepted collateral is booked at the cost of acceptance. Also, it is valued at the end of

the period at the lower of cost or fair value net of selling cost (net realizable value).
Investment under the equity method

The Company's investment in subsidiaries is presented, valued and adjusted in accordance
with the "Investment Accounted for using the equity method" as defined in Article 21 of
the "Regulations Governing the Preparation of Financial Reports by Securities Issuers" in
order to have had the current profit and loss and other comprehensive profit and loss in the
individual financial statements equivalent to the amortization amount of the current profit
and loss and other comprehensive profit and loss in the consolidated financial statements
that is attributable to the shareholders of the parent company; also, the shareholder's equity
amount in the financial statements is same as the equity attributable to the shareholders of
the parent company in the consolidated financial statements. Such adjustments are mainly
based on the difference between having the "investment in subsidiaries" processed in
accordance with IAS 27 "Consolidated Financial Statements" and IFRSs that is for
different reporting entities; also, the said difference is debited or credited to the account of
"Investment Accounted for using the equity method," "Profit and loss of the subsidiaries
under the equity method, associates, and Joint Ventures" or "Other comprehensive profit

and loss of the subsidiaries under the equity method, associates and Joint Ventures."
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The Company's investment in associates, except for those classified as assets for sale, is
processed in accordance with the equity method. Affiliates are business entities that are

significantly influenced by the Company.

Under the equity method, the investment in associates is booked in the balance sheet for an
amount equivalent to the cost plus the amount of the change in the associate's net assets
recognized proportionally to the shareholding ratio. When the book value of the
investment in associates and other related long-term equity under the equity method is
with a zero balance, additional loss and liability is recognized within the scope of the
statutory obligations, constructive obligations, or payments on behalf of associates
incurred. Unrealized gains and losses arising from the transactions conducted between the

Company and associates are written off proportionally to the equity ratio in associates.

When the change in the equity of an associate does not occur as a result of profit or loss
and other comprehensive profit and loss; also, such change does not affect the Company's
shareholding ratio, the Company recognizes the relevant changes in equity ownership
proportionally to the shareholding ratio. Therefore, the recognized additional paid-in
capital will be transferred to profit or loss proportionally to the disposal amount when the

associate is subsequently disposed.

When the associate issued new shares, the Company did not subscribe it proportionally to
the shareholding ratio, causing the Company's investment ratio and net asset ratio in the
associate changed, so, such change is adjusted to the "additional paid-in capital" and
"Investment accounted for using the equity method." When the change in the investment
ratio is reduced, the relevant items previously recognized in other comprehensive profit or
loss should be reclassified to "profit or loss" or other appropriate accounts proportionally
to the reduction ratio. The previously recognized additional paid-in capital is transferred to

the profit or loss proportionally to the disposal ratio when the associate is disposed.

The financial statements of associates are prepared for the same reporting period as the
Company and adjusted to have its accounting policies in line with the Company's

accounting policies.

The Company confirms whether or not there is objective evidence indicating impairment
of the investment in associates in accordance with the requirements of International
Accounting Standards (IAS) No. 28 "Investment in Associates and Joint Ventures" at the
end of each reporting period. If there is objective evidence of impairment, the Company

shall calculate the impairment amount based on the difference between the recoverable
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amount and the book value of the associate in accordance with the requirements of IAS 36

"Impairment of Assets" and recognize such amount in the profit or loss from the associate.

If the aforementioned recoverable amount is the investment value, the Company will

determine the investment value according to the following estimates:

(1) The present value of the estimated future cash flow of the associate attributable to the
Company includes the cash flow generated by the associate in business operations
and the proceeds from the investment disposed; or

(2) The present value of the expected dividends and future cash flows generated from the

investment disposed ultimately.

As the items that constitute the book value of the associate's goodwill are not separately
recognized, it is not subject to the requirements of IAS 36 "Impairment of Assets"

goodwill impairment test.

Upon the loss of significant impact on associates, the Company has the retained
investment amount measured and recognized at fair value. Upon the loss of significant
impact, the difference between the book value of the investment in associate and the fair
value of the retained investment plus the proceeds from the disposal is recognized as profit

or loss.
Property, plant, and equipment

Property, plant, and equipment are recognized at the acquisition net cost of accumulated
depreciation and accumulated impairment. The aforementioned cost includes the cost of
dismantling, removing, and restoring the location of the property, plant, and equipment
and the necessary interest expense arising from the construction in progress. Depreciation
is provided separately for the significant parts of the property, plant, and equipment. When
major parts of property, plant, and equipment are subject to periodic replacement, the
Company treats the parts as an individual asset and recognizes it separately with specific
periods of durability and depreciation method. The book value of these replaced parts is
derecognized in accordance with the provision of IAS 16 "Property, Plant, and
Equipment." If the major repair and maintenance costs are in compliance with the
recognition conditions, they are recognized as replacement costs and are recognized as
part of the plant and equipment book value. Other repair and maintenance expenses are

recognized in profit or loss.
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Depreciation is calculated and appropriated in accordance with the declining balance

method and the estimated useful life of the following assets:

Buildings and structures 3 to 60 years
Transport equipment 3 to 5 years
Other equipment 3 to 10 years

After the original recognition of the property, plant, and equipment or any significant
parts, if it is disposed or no economic effect arising from the use or disposal is expected, it

will be derecognized and recognized in profit or loss.

The residual value, years of useful life, and depreciation method of the property, plant, and
equipment are assessed at the end of each financial year. If the expected value is different

from the previous estimate, the change is considered as a change in accounting estimates.

Lease

The Company assesses whether the contract is (or includes) a lease on the date the contract
is made. If a contract is signed to have the control over the use of identified assets
transferred for a period of time in exchange for a consideration, it is (or includes) a lease.
In order to assess whether a contract is signed to have the control over the use of identified
assets transferred for a period of time, the Company assesses whether there are the

following two factors throughout the period of use:

(1) Obtaining almost all economic benefits from the use of identified assets; and
(2) Control the right-of-use of the identified assets.

For contracts that are (or include) leases, the Company will treat each lease component in
the contract individually, and to separately treat them from the non-lease components in
the contracts. For leases that include one lease component and one or more additional lease
or non-lease components, the Company will use the single comparison price of each lease
component and the aggregated single prices of non-lease components as the basis, and
distribute the consideration in the contract to the lease component. The comparison single
unit price of the lease and non-lease components will be decided upon the prices separately
received by the lessor (or supplier) for such components. If observable single unit prices
are not readily available, the Company will maximize the use of observable information to

estimate their respective single unit prices.
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The Company is the lessee

Except for leases that meet and select short-term leases or low-value asset leases, when the
Company is the lessee of the lease contract, the right-of-use assets and lease liabilities are
recognized for all leases.

On the commencement date, the Company measures the lease liability according to the

present value of the lease payments that have yet to be paid on that date. If the lease

implied interest rate is easy to determine, the lease payment is discounted according to the

said implied interest rate. If the lease implied interest rate is not easy to determine, the

incremental loan rate of the lessee shall prevail. On the commencement date, the lease

payments included in the lease liability include the following payments relating to the

use-of-rights underlying asset in the lease term that is yet to be paid on that date:

(1) Fixed payments (including real fixed payments) net of any collectable lease
incentives;

(2) Lease payments depending on the change in an index or expense rate (measured at the
index or expense rate on the commencement date);

(3) The lessee's expected payment amount with the residual value guaranteed;

(4) The exercise price of the purchase option, if the Company can reasonably assure that
the option will be exercised; and

(5) The penalty for the termination of the lease, if the lessee intends to exercise the option

of having the lease terminated in the lease period.

After the commencement date, the Company measures the lease liability at amortized cost,
increases the book value of the lease liability by the effective interest method, and reflects
the interest on the lease liability. The book value of the lease liability is reduced when the

lease payment is made.

On the commencement date, the Company measures the right-of-use assets at cost. The

cost of the right-of-use assets includes:

(1) The originally measured amount of the lease liability;

(2) Any lease payments paid on or before the commencement date, minus any lease
incentives received;

(3) Any original direct costs incurred to the lessee; and

(4) The estimated cost for the lessee to have the underlying asset dismantled or removed
and restore its location, or have the underlying asset restored to the form as stipulated

in the clause and condition.
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Subsequent measurement of the right-of-use asset is presented at cost net of the
accumulated depreciation and accumulated impairment losses, that is, the right-of-use

asset should be measured at cost.

If the ownership of the underlying assets is transferred to the Company at the end of the
lease term, or if the cost of the right-of-use asset reflects that the Company will exercise
the purchase option, the depreciation of the right-of-use asset is appropriated from the
commencement date to the end of the useful life of the underlying asset. Otherwise, the
Company has the depreciation of the right-of-use asset appropriated from the
commencement date to the end of the useful life of the right-of-use asset or the expiration

of the lease term whichever is sooner.

The Company applies IAS 36 "Impairment of Assets" to determine whether the

right-of-use asset is with impairment; also, handle the identified impairment losses.

Except for leases that meet and select short-term leases or low-value asset leases, the
Company presents the right-of-use assets and lease liabilities on the balance sheet, and
presents the depreciation expense and interest expense related to the lease separately in the

comprehensive income statement.

For short-term leases and low-value asset leases, the Company chooses to have the related
lease payments recognized as expenses over the lease period in accordance with the

straight-line basis or a systematic basis.
Employee benefits
(1) Retirement benefits plan

The retirement method for employees of the Company is applicable to all full-time
employees. The employee retirement fund is fully appropriated to the Supervisory
Committee of Business Entities' Labor Retirement Reserve and deposited in the
pension fund account. The aforementioned pension is deposited in the name of the
Supervisory Committee of Business Entities' Labor Retirement Reserve, which is
completely separated from the Company, so it is not included in the individual

financial statements in the preceding paragraph.
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For the defined contribution pension plan, the monthly pension payable rate of the
Company shall not be less than 6% of the employee's monthly salary, and the amount

of the provision shall be recognized in the profit or loss of the current period.

For the defined contribution pension plan, an appropriation is made according to the
project unit credit method and the actuarial report at the end of the annual reporting
period. The re-measurement of net defined benefit liabilities (assets) includes the
return on the plan asset and changes in the ceiling of the assets, deducting the net
interest amount of the net defined benefit liabilities (assets) and the actuarial gains
and losses. The net defined benefit liability (asset) re-measurement is included in
other comprehensive income when incurred and immediately recognized in the

retained earnings.

The prior-period service cost is the change in the present value of the defined benefit
obligation arising from the revision or reduction of the pension plan and is recognized
as an expense on the earlier of the following two dates:

A.  When the plan revision or reduction occurs; and

B. When the Company recognizes the relevant restructuring costs or resignation

benefits.

The net interest of the net defined benefit liability (asset) is determined by having the
net defined benefit liability (assets) multiplied by the discount rate, both of which are
determined at the beginning of the annual reporting period, and then consider the
changes which have occurred in the net defined benefit liabilities (assets) for the

period arising from the appropriation amount and benefit payment.
Employees preferential deposit benefit

The Company provides preferential deposits, which include the payment of fixed
preferential deposits for current employees and for retired employees (before January
1, 2010). The difference between the interest rate of these preferential deposits and

the market interest rate is within the scope of employee benefits.

According to Article 28 of the "Regulations Governing the Preparation of Financial
Reports by Public Banks," the excess interest arising from the retirement preferential
deposit rate agreed upon with the employees over the general market interest rate
shall be actuarially calculated according to the defined benefit plan as stipulated in

IAS 19 that was approved by the Financial Supervisory Commission. However, the
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parameters of actuarial assumptions shall be handled in accordance with the

provisions of the competent authority if it is available.

16. Treasury stock

17.

18.

When the Company obtains the shares (treasury stocks) of the Company, it is recognized at

the acquisition cost and is debited to the equity. The spread of treasury stock transactions is

recognized in the equity.

Recognition of revenue

(1)

(2)

Interest income from loans is estimated on an accrual basis. The overdue payment
transferred to the collection account will cease to bear interest from the date of
transfer and will be recognized as income upon collection. The interest income
agreed to be posted as receivable due to the bail-out and the extension agreement is

recognized as income upon collection.

Service charge income is a fee charged for the various services provided to
customers. The accounting treatment is as follows:

The service charge income of the Company is derived from the services provided at a
specific point of time or for a certain period of time, or through the transaction
services and it is recognized as income. When there is a transfer of services to the
customer but without unconditional rights for collecting considerations, it is
recognized as a contract asset. However, for some contracts, partial considerations
are collected from the customers at the time of signing the contract, the Company
must assume the obligation of providing services subsequently. Therefore, it is

recognized as a contract liability.

The aforementioned contractual liabilities of the Company did not result in significant

financial fluctuations.

Share-based payment transaction

The "share-based payment" transaction cost for the equity clearing between the Company

and its employees is measured at the fair value on the equity instruments vested date. Fair

value is measured by the appropriate pricing model.
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The "share-based payment" transaction cost for the equity clearing is recognized on a
period-by-period basis during the period in which the service conditions and performance
conditions are fulfilled, and the increase in equity is recognized. The cumulative fees
recognized for equity clearing transactions at the end of each reporting period prior to the
vesting date reflect the process of the vested period and the best estimate of the ultimate
vested equity instruments by the Company. The cumulative cost changes recognized for
the share-based payment transactions at the beginning and end of each reporting period are

recognized in profit or loss for the period.

If the share-based payment is not in compliance with the vested conditions, no expense
will be recognized. However, if the vested conditions of the equity clearing transaction are
related to the market price condition or the non-vested conditions, when all the service or
performance conditions have been fulfilled, the relevant expenses will be recognized

regardless of whether the market price condition or the non-vested condition is fulfilled.
Income tax

Income tax expense (profit) refers to the aggregated amount of current income tax and

deferred income tax that is included in the current profit or loss.

Current income tax

The current income tax liabilities (assets) related to the current and prior periods are
measured at the legislated or substantially legislated tax rates and tax laws at the end of the
reporting period. The current income tax related to the items recognized in other
comprehensive income or directly recognized in the equity is recognized in other

comprehensive income or equity instead of being recognized in the profit or loss.

The additional business income tax levied on the undistributed earnings is recognized as
income tax expense on the date when the distribution of earnings is resolved in the
Shareholders' Meeting.

Deferred tax

The deferred income tax is calculated according to the temporary difference between the

taxable amount of assets and liabilities and the book value on the balance sheet at the end

of the reporting period.
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All taxable temporary differences are recognized as deferred income tax liabilities except

for the following two items:

(1) The original recognition of goodwill, or the original recognition of an asset or
liability that does not arise from a business consolidated transaction and does not
affect accounting profits and taxable income (loss) at the time of the transaction
conducted;

(2) The taxable temporary difference arising from the investment in subsidiaries,
associates, and joint equity. Also, the timing of reversal is controllable, and it is not

likely to be reversed in the foreseeable future.

Except for the following two items, deductible temporary difference and deferred income
tax assets arising from the taxable losses and income tax credit are recognized within the
range of probable future taxable income:

(1) The original recognition of, or and of an asset or liability that does not arise from a
business consolidated transaction and does not affect accounting profits and taxable
income (loss) at the time of the transaction conducted;

(2) 1t is related to the deductible temporary differences arising from the investment in
subsidiaries, associates, and the joint equity. It is recognized within the range of
probable reversal in the foreseeable future and there is sufficient taxable income at

the time the temporary difference occurred.

Deferred income tax assets and liabilities are measured at the tax rate of the expected asset
realization or in the period in which the liability is settled. The tax rate is based on the
legislated or substantially legislated tax rates and tax laws at the end of the reporting
period. The measurement of deferred income tax assets and liabilities reflects the tax
consequences arising from the manner in which the asset is expected to be recovered or the
book value of the liability is settled at the end of the reporting period. If the deferred
income tax is related to items that are not included in the profit or loss, it will not be
recognized in profit or loss, but recognized in other comprehensive income according to
the relevant transactions or directly recognized in equity. Deferred income tax assets are

re-examined and recognized at the end of each reporting period.
Deferred income tax assets and liabilities can be offset against each other legally only in

the current period, and the deferred income tax is related to the same taxation entity and is

related to the income tax levied by the same taxation authority.
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20. Corporate combination and goodwill

The acquisition method is used for accounting of corporate mergers. The transfer price,
identifiable assets acquired and liabilities incurred from the merger are measured by the
fair value of the date of purchase. The acquirer of a merger measures the non-controlling
interest at fair value or the relative proportion of the identifiable net assets of the acquiree.
The costs incurred from the acquisition are recognized as expenses in the current period

and included in the administrative expenses.

When the Company acquires a business, it assesses the assets acquired and liabilities
assumed for appropriate classification and designation in accordance with the contractual
terms, economic circumstances, and pertinent conditions as at the acquisition date. This

includes the separation of embedded derivatives in acquiree's host contracts.

When a business merger is to be completed in phases, the acquirer's previously held equity
in the acquiree is remeasured at fair value on the date of acquisition and the resulting gain

or loss is recognized as current profit or loss.

The acquirer expects that the contingent consideration of the transfer will be recognized at
fair value on the date of acquisition. Subsequent changes in fair value of contingent
considerations deemed to be assets or liabilities will be recognized as changes in profit or
loss for the current period or changes in other comprehensive income in accordance with
IAS 9. However, if the contingent consideration is classified as equity, it will not be

re-measured until it is finally settled in equity.

The goodwill is initially measured as the excess of the sum of the consideration transfer
and the non-controlling interest over the amount of fair value of the identifiable assets
acquired and liabilities assumed. If the sum of consideration is lower than the fair value of

the net assets obtained, the difference will be recognized in current profit or loss.

After the initial recognition, goodwill is measured as cost less accumulated impairment.
Goodwill arising from a business merger is, from the date of acquisition, allocated to each
cash-generating unit of the Group which is expected to benefit from the merger,
irrespective of whether the other assets or liabilities of the acquiree are allocated to such
cash-generating units. Each unit or group of units to which the goodwill is so allocated
represents the lowest level within the Group at which the goodwill is monitored for
internal management purpose and is not larger than an operating segment before

aggregation.
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When goodwill has been allocated to a cash-generating unit and the entity disposes of an operation
within that unit, the goodwill associated with the disposed operation must be included in the carrying
amount of the operation. The disposed goodwill is measured based on the relative proportion of

recoverable amounts of the operation disposed of and the cash-generating unit retained.

V. Main Source of Significant Accounting Judgment, Estimation, and Assumption Uncertainties

When the individual financial statements are prepared by the Company, the management must
make judgments, estimates, and assumptions at the end of the reporting period, which will
affect the disclosure of income, expenses, assets and liabilities, and contingent liabilities.
However, the uncertainty of these significant assumptions and estimates may result in a

significant adjustment to the book value of an asset or liability in the future period.

Estimation and assumption

The main source of information on the estimation and assumption uncertainties at the end of the
reporting period has significant risks that result in significant adjustments to the book value of

assets and liabilities in the next financial year. The explanations are given as follows:

(1) Loan impairment loss

The estimation of the Company's loan impairment loss is based on whether or not the
credit risk has increased significantly since the original recognition to determine if it is
necessary to have the allowance for loss assessed according to the 12-month expected
credit loss amount or the expected credit loss amount throughout the duration. In order to
measure the expected credit loss, the Company considers the default probability with the
default loss rate included and then multiplied by the default risk exposure amount, and it
also considers the impact of the time value of money to estimate the expected credit loss
for 12 months as well as the duration. The Company considers historical experiences,
current market conditions and forward-looking estimates on each reporting date to
determine the assumptions and inputs to be used for calculating the impairments. Please
refer to Note XIV for details.
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The fair value of financial instruments

When the fair value of financial assets and financial liabilities recognized in the balance
sheet cannot be obtained from the active market, the fair value will be determined using
evaluation techniques, including the income approach (such as, cash flow discount model)
or market approach. The changes in the assumptions of the said approaches will affect the

fair value of the financial instruments reported. Please refer to Note XIII.
Retirement benefits plan

The present value of the defined benefit cost and the defined benefit obligations depends
on the actuarial valuation. Actuarial valuation involves various assumptions, including:

discount rate and changes in expected salary.
Income tax

The uncertainty of income tax exists in the interpretation of complex tax regulations and
the amount and timing of future taxable income. Due to a wide range of international
business relationships and the long-term and complexity of contracts, the differences
between actual results and assumptions made, or changes in such assumptions in the
future, may cause the booked income tax benefits and expenses to be adjusted in the
future. The appropriation of income tax is a reasonable estimation made according to the
possible audit results of the local tax authorities of the countries in which the Company
operates. The amount appropriated is based on different factors, such as: previous tax audit
experience and the difference in tax law interpretation between the tax entity and the tax
authority. The difference in interpretation may result in a variety of issues due to the local

situation of the country where an individual enterprise of the Company operates.

The carryforwards of the taxable loss and income tax credit and deductible temporary
differences are recognized as deferred income tax assets within the range of probable
future taxable income or taxable temporary differences. The amount of the deferred
income tax assets to be recognized is estimated according to the possible timing and level
of the future taxable income and taxable temporary difference, and also, the future tax

planning strategy.
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VI. Descriptions of Material Accounting Items

1. Cash and cash equivalents

2020.12.31 2019.12.31
Cash on Hand $1,380,247 $1,790,402
Foreign currency on hand 201,570 223,202
Notes and checks for clearing 362,649 252,376
Due from Central Bank and other banks 1,874,963 1,239,087
Total $3,819,429 $3,505,067

For the purpose of preparing the cash flow statement, cash and cash equivalents are the

sum of the following items.

2020.12.31 2019.12.31

Cash and cash equivalents recorded on the

balance sheet $3,819,429 $3,505,067
Due from the Central Bank and call loans to

banks meeting the definition of cash and cash

equivalents as stated in IAS No. 7 "Cash Flow

Statements” 6,400,365 5,675,687
Investments in bills and bonds under resale

agreements meeting the definition of cash and

cash equivalents as stated in IAS No. 7 "Cash

Flow Statements™ 200,248 150,022
Cash and cash equivalents on the Statement of
Cash Flows $10,420,042 $9,330,776

2. Due from the Central Bank and call loans to banks

2020.12.31 2019.12.31
Reserve for deposits - Type A $4,143,721 $2,267,322
Reserve for deposits - Type B 6,142,243 5,486,995
Reserve for deposits - Foreign currency 31,644 18,365
Call loans to other banks 2,225,000 3,390,000
Total $12,542,608 $11,162,682

The deposit reserve is calculated according to the monthly legal reserve appropriated for
each type of deposit by law, the average daily amount and legal reserve ratio for the current
period. Also, it is deposited with the Central Bank. Type A deposit reserve accounts and
foreign currency depositor accounts do not bear interest and can be accessed at any time.
Type B accounts bear interest, but they cannot be used except in compliance with the

regulations.
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Please refer to Note VIII for details of the Company's collateral due from the Central Bank

and call loans to banks.

3. Financial assets at fair value through profit and loss

2020.12.31 2019.12.31
Mandatorily measured at fair value through
profit or loss:
Stock $5,303,263 $3,318,000
Beneficiary certificates 2,615,089 1,921,705
Domestic and foreign bonds 36,342,634 29,056,073
Derivatives 7,369 8,805
Real estate investment trust fund 453,493 429,013
Total $44,721,848 $34,733,596

Please refer to Note VIII for details of the financial assets provided as collateral that the

Company has them measured at fair value through profit or loss.

4. Financial assets at fair value through other comprehensive income

2020.12.31 2019.12.31

Debt instrument investments measured at

fair value through other comprehensive

income:

Bonds $8,127,640 $8,850,669

Corporate bonds 31,425,497 33,039,873

Financial bonds 924,475 3,283,306

Subtotal (total book value) 40,477,612 45,173,848

Evaluation adjustment 4,413,672 3,148,095

Subtotal 44,891,284 48,321,943
Equity instrument investments measured at

fair value through other comprehensive

income:

Listed stocks 1,132,511 35,225

Non-TWSE/TPEx-listing companies

stock 2,693,294 2,452,977

Subtotal 3,825,805 2,488,202
Total $48,717,089 $50,810,145

Please refer to Note VIII for details of the financial assets provided as collateral that the

Company has them measured at fair value through other comprehensive income.
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Please refer to Note VI for information on allowance for loss for the debt instrument
investments measured at fair value through other comprehensive income. Also, please

refer to Note XIV for information related to credit risk.

The recognized dividend income of the Company from equity instrument investments
measured at fair value through other comprehensive income for the year ended December
31,2020 and 2019 were NTD 98,770 thousand and NTD 77,143 thousand respectively and

all were related to investments held on the balance sheet date.

The Company's investment in financial assets and equity measured at fair value through
other comprehensive income was disposed in the period from January 1 to December 31,
2020 and 2019, the fair values at the time of disposition were NTD 20,861 thousand, and
NTD 72,467 thousand. Also, the accumulated unrealized loss in valuation at the time of
disposal for the amounts of NTD 29,395 thousand and NTD 93,550 thousand were

transferred from other equity to retained earnings.

5. Financial assets measured at cost after amortization

2020.12.31 2019.12.31
Convertible certificate of deposit (total book
value) $18,900,000 $17,700,000
Less: Allowance for losses (2,618) (1,865)
Total $18,897,382 $17,698,135

The Company classifies certain financial assets into financial assets measured at
amortized cost. Please refer to Note VI. 26 for the information provided on allowances for
loss. Also, refer to Note XIV for information related to credit risk and it is not provided as
collateral.

6. Bonds and securities purchased under agreements to resell

2020.12.31 2019.12.31
Bonds $200,248 $150,022

The Company's bonds and securities purchased under agreements to resell were processed
at the agreed price for an amount of NTD 200,261 thousand, and NTD 150,031 thousand
on December 31, 2020 and 2019, respectively.
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Receivables — net

2020.12.31 2019.12.31
Accounts receivable and notes $19,410 $44,284
Interests receivable 856,260 918,211
Clearing amount receivable 7,500 309,606
Other receivables 36,476 28,367
Subtotal (total book value) 919,646 1,300,468
Less: Allowance for losses (28,316) (30,018)
Net $891,330 $1,270,450

The Company assesses impairments in accordance with International Financial Reporting

Standard No. 9. Please refer to Note V1. 26 for the allowance for loss related information

in detail; also, refer to Note XIV for the credit risk related information in detail.

Discounts and loans, net

2020.12.31 2019.12.31
Export Negotiations $1,024 $-
Overdraft 93,953 202,095
Loans 187,729,057 157,395,540
Collections of overdue loans 18,495 20,791
Total amount 187,842,529 157,618,426
Less: allowance for bad debt (2,941,299) (2,267,748)
Net $184,901,230 $155,350,678

The Company assesses impairments in accordance with International Financial Reporting

Standard No. 9. Please refer to Note VI. 26 for the allowance for loss related information

in detail; also, refer to Note XIV for the credit risk related information in detail.

Investment accounted for using equity method

2020.12.31 2019.12.31
Shareholding Shareholding
Book value (%) Book value (%)
Invested companies:
Tainan Life Insurance Agency (Note 1) (Note 1)
Co., Ltd.
Fuchen Property Insurance (Note 1) (Note 1)
Agency Co., Ltd.
Kings Town Bank $838,767 100.00 $699,890 100.00
International Lease 329,223 99.51 (Note 2)
Corporation
WanTai Securities Corporation
Total $1,167,990 $699,890
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The gains and losses of the investment in subsidiaries under the equity method from
January 1 to December 31, 2020 and 2019 were recognized for an amount of NTD 135,706
thousand and NTD 214,445 thousand, respectively.

Note 1.

Note 2.

In order to integrate resources, reduce operating costs, and exercise business
synergy, the Company's Board of Directors had resolved on June 6, 2016, to
merge with Tainan Life Insurance Agency Co., Ltd. and Fuchen Property
Insurance Agency Co., Ltd. The Company is the continuing business entity after
the merger. Tainan Life Insurance Agency Co., Ltd. and Fuchen Property
Insurance Agency Co., Ltd. were discontinued. The said merge was approved by
the competent authority on March 8, 2019. The Board of Directors had resolved
on March 25, 2019, to schedule the merger base date on June 3, 2019.

In order to provide clients with a comprehensive and diverse finance service, it is
resolved at the board meeting on October 12, 2020 that the Company acquires
WanTai Securities Corporation by cash. The investment was approved by the
competent authority on October 27, 2020 and obtained control on November 3,
2020.

For further information about the subsidiaries of the Company, please refer to

Note VI. 33 of the Company’s 2020 consolidated financial statements.

10. Other financial assets, net

11.

2020.12.31 2019.12.31
Delinquent loans not restated from loans $- $1,168
Others 363 4,396
Subtotal (total book value) 363 5,564
Less: Allowance for losses - (1,168)
Total $363 $4,396

Property, plant and equipment

The Company's booked property, plant, and equipment are owned and used by the

Company. The application of IFRS 16 has no impact on the Company's property, plant,

and equipment.
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Construction

in progress
Buildings and  Transport Other and
Land structures equipment  equipment prepayments Total

Cost:
2020.01.01 $2,316,149  $1,172,105 $15,418 $188,685 $8,610 $3,700,967
Acquisition 245,792 3,207 - 40,510 431,244 720,753
Disposal - - (56) (6,660) - (6,716)
Other Changes 316,611 14,593 - - (331,204) -
2020.12.31 $2,878,552  $1,189,905 $15,362 $222,535 $108,650 $4,415,004
2019.01.01 $2,015,003  $1,169,735 $17,708 $163,223 $4,776 $3,370,445
Acquisition 326,470 1,765 - 32,782 29,902 390,919
Disposal (25,324) (25,463) (2,290) (7,320) - (60,397)
Other Changes - 26,068 - - (26,068) -
2019.12.31 $2,316,149  $1,172,105 $15,418 $188,685 $8,610 $3,700,967
Depreciation and
impairment:
2020.01.01 $- $842,531 $12,861 $138,744 $- $994,136
Depreciation - 19,984 944 33,386 - 54,314
Disposal - - (56) (6,523) - (6,579)
2020.12.31 $- $862,515 $13,749 $165,607 $- $1,041,871
2019.01.01 $11,209 $840,074 $12,845 $118,819 $- $982,947
Depreciation - 20,242 1,595 27,119 - 48,956
Disposal (11,209) (17,785) (1,579) (7,194) - (37,767)
2019.12.31 $- $842,531 $12,861 $138,744 $- $994,136
Net book value:
2020.12.31 $2,878,552 $327,390 $1,613 $56,928 $108,650 $3,373,133
2019.12.31 $2,316,149 $329,574 $2,557 $49,941 $8,610 $2,706,831

The Company did not provide property, plant, and equipment as collateral.

12. Other assets — net
2020.12.31 2019.12.31

Prepayments $11,143 $9,934

Inter-bank clearing fund 1,050,689 726,810

Other prepayments - 69,153

Refundable deposits 106,284 119,434

Others 36,282 31,601

Net $1,204,398 $956,932

As of December 31, 2020, and 2019, the other asset - other accumulated impairment of

each period amounted to NTD 20,280 thousand.
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Deposits from Central Bank and other banks

2020.12.31 2019.12.31
Deposits of other banks $1,836 $2,049
Call loans to other banks 21,115,632 14,531,800
Total $21,117,468 $14,533,849

Funds borrowed from Central Bank and other banks

2020.12.31 2019.12.31
Funds borrowed from other banks $- $1,655,830
Other funds borrowed from Central Bank 907,650 -
Total $907,650 $1,655,830

Financial liabilities at fair value through profit and loss

2020.12.31 2019.12.31

Available-for-sale financial liabilities:
Derivatives $13,062 $6,002

Bills and bonds sold under repurchase agreements

2020.12.31 2019.12.31
Bonds $9,443,465 $8,280,000
Corporate bond 12,179,630 19,411,343
Financial bonds 367,839 526,677
Total $21,990,934 $28,218,020

The Company's bills and bonds sold under repurchase agreements were processed at the
agreed price for an amount of NTD 22,002,911 thousand, and NTD 28,267,625 thousand
on December 31, 2020 and 2019, respectively.

Payables
2020.12.31 2019.12.31

Accrued expenses $387,170 $375,010
Interest payable 92,009 142,146
Notes and checks in clearing 362,649 252,376
Clearing amount payable 215,069 47,150
Others 375,436 407,274
Total $1,432,333 $1,223,956
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Deposits and remittances

2020.12.31 2019.12.31
Check deposits $2,268,174 $2,217,464
Demand deposits 45,992,941 36,068,305
Time deposits 40,970,737 21,442,825
Savings deposit 137,912,535 132,078,219
Remittances 2,810 5,501
Total $227,147,197 $191,812,314
Provisions for liabilities

2020.12.31 2019.12.31
Retirement benefits plan $180,997 $248,385
Reserve for guarantee liability 183,642 115,711
Provision for commitment of financing 30,318 19,318
Total $394,957 $383,414
The changes in the reserve for guarantee liability are as follows:

2020 2019
Beginning balance $115,711 $105,994
Amount appropriated (reversed) for the period 67,943 9,735
Foreign exchange impact amount (12) (18)
Ending balance $183,642 $115,711
The changes in the financing commitment reserve are as follows:
2020 2019

Beginning balance (in accordance with IFRS 9) $19,318 $21,818
Amount (reversed) for the period 11,000 (2,500)
Foreign exchange impact amount - -
Ending balance $30,318 $19,318

Retirement benefits plan

Defined contribution pension plan

The Company has the employee retirement plan stipulated in accordance with the "Labor

Pension Act," which is a defined contribution plan. According to the Labor Pension Act,

the monthly pension contribution rate of the Company shall not be less than 6% of the

employee’s monthly salary. The Company has an amount equivalent to 6% of the

employee’s monthly salary appropriated every month to the personal pension account with

the Bureau of Labor Insurance.
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The Company had recognized the insurance expense of the defined contribution plan for
an amount of NTD 31,659 thousand and NTD 31,170 thousand in 2020 and 2019,

respectively.

Defined benefit plan
The employee pension plan stipulated by the Company according to the Labor Standards

Act is a defined benefit plan. The employee’s pension payment is based on the service
points and the average monthly salary at the time of retirement. Two service points for
each service year within the first 15 service years (inclusive) and one service point for each
service year after the 15th service year with a maximum of 45 service points for each
employee. The Company levied a pension fund on the total monthly salary every month
according to the Labor Standards Law. The pension appropriation ratio has been changed
from 8% to 15% since March 2012, and the fund is deposited in the designated account
with the Company of Taiwan in the name of the Labor Pension Reserves Committee. In
addition, the Company estimates the aforementioned labor retirement reserve account
balance before the end of each year. If the balance is insufficient to pay the pension amount
calculated in accordance with the aforementioned retirement conditions for the employees
qualified for retirement in the next year, the amount of difference will be appropriated in a

lump sum before the end of March in the next year.

The Ministry of Labor conducts asset allocation in accordance with the "Regulations for
Revenues, Expenditures, Safeguarding, and Utilization of the Labor Retirement Fund."
Fund investment is arranged with a self-operated and entrusted management method,
which adopts a mid-term and long-term investment strategy with an active and passive
management. Considering the risks of the market, credit, liquidity, etc., the Ministry of
Labor sets the fund risk limit and control plan so that it can be flexible enough to achieve
the target remuneration without bearing excessive risk. For the use of the fund, the
minimum income of its annual settlement shall not be lower than the income calculated
according to the local bank’s two-year time deposit. If there is any deficiency, it shall be
replenished by the state treasury upon approval by the competent authority. As the
Company is not entitled to participate in the operation and management of the fund, it is
not possible to disclose the classification of the fair value of the plan assets in accordance
with paragraph 142 of IAS 19. By December 31, 2020, the Company's defined benefits
plan has estimated to contribute NTD 37,007 thousand for the following year.

As of December 31, 2020 and 2019, the defined benefit plans of the Company are
expected to expire in 2028.
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The cost of the defined benefit plan recognized in profit or loss is summarized as follows:

Current service cost

Net interest of the net defined benefit liabilities

Expected return on plan assets

Total

2020 2019
$328 $1,271

5,240 5,008
(2,937) (2,359)
$3,131 $4,010

The adjustments made to the present value of the defined benefit obligation and the fair

value of the plan assets are as follows:

Determined benefit obligation
The fair value of plan assets
Liability reserve - Net defined benefit liabilities

amount booked

2020.12.31 2019.12.31
$527,801 $535,820
(346,804) (287,435)
$180,997 $248,385

Adjustments of net defined benefit liabilities (assets):

2019.1.1
Current service cost
Interest expenses (income)
Subtotal
Defined benefit liabilities/assets
re-measurement amount:
Actuarial gains and losses resulting
from changes in financial
assumption
Experience adjustments
Defined benefit assets
re-measurement amount
Subtotal
Payment of benefits
Contributions of employer
2019.12.31
Current service cost
Interest expenses (income)
Subtotal
Defined benefit liabilities/assets
re-measurement amount:
Actuarial gains and losses resulting
from changes in financial
assumption
Experience adjustments
Defined benefit assets
re-measurement amount
Subtotal
Payment of benefits
Contributions of employer
2020.12.31

Present value of the
defined benefit

The fair value of plan

Net defined benefit

obligations assets liabilities (assets)
$541,147 $(248,532) $292,615
1,271 - 1,271
5,098 (2,359) 2,739
547,516 (250,891) 296,625
2,065 - 2,065
- (8,654) (8,654)
2,065 (8,654) (6,589)
(13,761) 11,814 (1,947)
- (39,704) (39,704)
$535,820 $(287,435) $248,385
828 - 828
5,240 (2,937) 2,303
541,888 (290,372) 251,516
11,736 - 11,736
- (8,833) (8,833)
11,736 (8,833) 2,903
(25,823) 20,504 (5,319)
- (68,103) (68,103)
$527,801 $(346,804) $180,997
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The following key assumptions are used to determine the Company’s defined benefit plan:

2020.12.31 2019.12.31
Discount rate 0.75% 1.00%
Expected salary increase rate 2.00% 2.00%

Sensitivity analysis of every material actuarial assumption:

2020 2019
Increase of Decrease of Increase of Decrease of
defined defined defined defined

benefit benefit benefit benefit
obligations obligations obligations obligations
Discount rate increased by 0.25% $- $(5,596) $- $(6,422)
Discount rate decreased by 0.25% 5,769 - 6,627 -
Expected salary increases by 0.5% 11,759 - 13,510 -
Expected salary decreases by 0.5% - (11,183) - (12,823)

The foregoing sensitivity analysis is conducted to analyze the possible impact on the
defined benefit obligations when single actuarial assumption (e.g., discount rate or
expected salary) has a reasonable and possible change occurring, assuming other
assumptions remain unchanged. Since some of the actuarial assumptions are correlated,
the occurrence of changes in one single actuarial assumption is seldom in practice, so the

analysis has its limitations.

The methods and assumptions used in the sensitivity analysis for this period are no

different from those adopted in the previous period.

Other liabilities

2020.12.31 2019.12.31
Deposits received $5,136 $6,711
Advance income 141,254 205,166
Others 18,122 4,736
Total $164,512 $216,613
Equity

(1) Common stock
As of December 31, 2020, and 2019 the authorized capital stock of the Company was
NTD 30,000,000 thousand; also, the issued capital stock was NTD 11,212,343
thousand, and NTD 11,312,343 thousand, with 1,121,234 thousand shares, and
1,131,234 thousand shares issued at par value of NTD 10, respectively. Each share is

entitled to one voting right and the right to receive dividends.
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(2) Capital surplus

2020.12.31 2019.12.31
Common stock premium $53,036 $53,509
Others 2,586 2,586
Total $55,622 $56,095

The various capital reserve balances on December 31, 2020, and 2019 are adjusted as

follows:

Common Treasury

stock stock

premium transactions Others Total
Balance as of January 1, 2020 $53,509 $- $2,586 $56,095
Share-based payment transaction - - - -
Transfer of treasury stock - - - -
Retirement of treasury stock (473) - - (473)
Balance as of December 31, 2020 $53,036 $- $2,586 $55,622
Balance as of January 1, 2019 $54,455 $42,544 $2,586 $99,585
Share-based payment transaction - - - -
Transfer of treasury stock - - - -
Retirement of treasury stock (946) (42,544) - (43,490)
Balance, December 31, 2019 $53,509 $- $2,586 $56,095

According to the law, additional paid-in capital shall not be used for any purpose
except for making up for the loss of the Company. When the Company has no loss, a
certain percentage of the additional paid-in capital from the stock premium and the
gift can be applied to replenish capital every year. The aforementioned additional
paid-in capital can be allocated in cash to shareholders proportionally to their

original shareholding ratio.

(3) Treasury stock

a. Changes in Treasury Stocks are as follows:

January 1, 2020 to December 31, 2020:

Number of shares . . Number of
L Increase in Decrease in
Cause - beginning of - . shares - end of
current period  current period
year year
Transfer to 3,000 thousand 3,000 thousand
employees shares - - shares
Maintain the
Company's credit and 10,000 10,000
shareholder's equity - thousand shares thousand shares -
Total 3,000 thousand 10,000 10,000 3,000 thousand
shares thousand shares thousand shares shares
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January 1, to December 31, 2019:

Number of shares . . Number of
o Increase in Decrease in
Cause - beginning of - . shares - end of
current period  current period
year year
3,000 thousand 3,000 thousand
Transfer to employees
- shares - shares
Maintain the
Company's creditand 10,000 thousand 10,000 20,000
shareholder's equity shares thousand shares thousand shares -
Total 10,000 thousand 13,000 20,000 3,000 thousand
shares thousand shares thousand shares shares

As of December 31, 2020 and 2019, the amount of Treasury Stocks that are yet
to have retired or distributed to employees was NTD 98,422 thousand or 3,000
thousand shares in both years.

Based on the resolution of the Board of Directors, the Company had scheduled
January 21, 2019 and September 30, 2019 as the base date of de-capitalization.
20,000 thousand shares of treasury stock were bought back and canceled with a
total of NTD 200,000 thousand.

Based on the resolution of the Board of Directors, the Company had scheduled
April 30, 2020 as the base date of de-capitalization. 10,000 thousand shares of
treasury stock were bought back and canceled with a total of NTD 100,000
thousand.

The treasury stocks held by the Company shall not be pledged, nor shall they be
entitled to the distribution of dividends and voting rights according to the
Securities and Exchange Act.

Earnings allocation and dividend policy

According to the Articles of Incorporation of the Company, if there are earnings at

the annual final accounts, it should be distributed in the following order:

A

B.
C.
D

m

Payment of all taxes and dues

Offset operation losses

Appropriate 30% as the legal reserve

Other special surplus reserve recognized or reversed in accordance with laws
and regulations or supervisory authorities.

The remaining earnings shall be distributed by the Board of Directors according

to the dividend policy, and reported to the shareholders' meeting.

279



Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

The principle of dividend distribution of the Company is based on the business
operation needs of the Company and the revision of major laws and regulations. The
Board of Directors presents the proposal in the Shareholders' Meeting for resolutions
with the ratio of the cash dividend moderately adjusted, which shall not be less than
1% of the total dividends. If the cash dividend per share is less than NTD 0.1, it will
not be distributed.

Pursuant to the Banking Act, legal capital reserve shall be appropriated until the total
sum of which has reached the total capital. Unless and until the accumulated legal
capital reserve equals the paid-in capital, the maximum cash surplus which may be
distributed shall not exceed 15% of the total paid-in capital. The legal reserve can be
used to set off deficits. When the Company has no loss, the portion of the legal
reserve exceeds 25% of the paid-in capital should be distributed as new shares or

cash to shareholders proportional to their original shareholding ratio.

According to the provisions of the Securities and Exchange Act, when the competent
authorities consider it necessary, it may request the listed companies to have a certain
percentage of special reserve appropriated in addition to appropriating the legal

reserve lawfully at the time of distributing earnings.

After adoption of the IFRS, pursuant to Jin-Guan-Zheng-Fa Letter No. 1010012865
from the FSC dated July 6, 2012, when the Company adopted IFRSs for the
first-time, the booked unrealized revaluation increments and the cumulative
conversion adjustment benefits are transferred to the retained earnings due to the
adoption of IFRS 1 "First-time Adoption of International Financial Reporting
Standards Data" exemption on the conversion date, a special reserve for the same
amount is appropriated. After having the financial report prepared in accordance with
IFRSs, when the distributable earnings are distributed, an additional special reserve
is appropriated for an amount equivalent to the difference between the balance of the
special reserve appropriated at the first-time adoption of IFRSs and the net debit of
other equity. If the amount debited to the other shareholders' equity is reversed

subsequently, the reversed amount may be distributed.

As of January 1, 2020 and 2019, the special reserve at the first-time adoption
amounted to NTD 45,549 thousand. In addition, the Company did not use, dispose
of, or reclassify the relevant assets in the period from January 1 to December 31,
2020 and 2019 that caused the reversal of special reserve to the undistributed
earnings. As of December 31, 2020 and 2019, the special reserve for the first time
was NTD 45,549 thousand.
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The 2019 and 2018 earnings appropriation and distribution and the dividend per
share was proposed and resolved in the board meeting on February 22, 2021 and the
Shareholders' Meeting on May 12, 2020 as follows:

Distribution of retained earnings Dividends per share (NTD)

2020 2019 2020 2019
Legal reserve $1,637,705 $1,019,906
Special reserve 4,720 (423,162)
Common stock cash
dividends 2,018,222 1,677,351 $1.8 $1.5
Total $3,660,647 $2,274,095

Please refer to Note VI. 28 for the relevant information on the estimation basis and
recognition amount of the employee compensation and the remuneration to directors

and supervisors.

23. Net interest income

2020 2019
Interest revenue
Discount and loan interest income $4,000,178 $4,194,505
Due from bank and interbank offered interest 33,298 52,041
income
Security investment interest income 2,166,777 2,364,921
Other interest incomes 33,449 38,434
Subtotal 6,233,702 6,649,901
Interest expenses
Deposits Interest expenses (876,837) (1,030,751)
Interest expense of funds borrowed from (112,169) (398,743)
Central Bank and other banks
Interest expense of the RP bonds (224,250) (613,021)
Others (4,031) (3,829)
Subtotal (1,217,287) (2,046,344)
Total $5,016,415 $4,603,557
24. Service fee, net
2020 2019
Service fee income $1,903,514 $1,695,428
Service fee expenses (45,820) (47,586)
Total $1,857,694 $1,647,842

281



Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

25. Gain (loss) on financial assets and liabilities at fair value through profit and loss

2020 2019
Stock investment $1,022,488 $809,407
Bond investment 865,277 601,153
Derivatives 79,382 (36,418)
Others 42,068 82,202
Total $2,009,215 $1,456,344

26. Gain(loss) on reversal of assets impairment and bad debts, commitments, and reserve for

guarantee liability

2020 2019
Financial assets measured at fair value through
other comprehensive income $(512,137) $(27,450)
Financial assets measured at cost after
amortization (753) 139
Subtotal (512,890) (27,311)
Loan and receivables bad debt (appropriation) (557,384) (2,546,070)
Reserve for guarantee liability (appropriation) (67,943) (9,735)
Financing commitments reserve reversed
(appropriation) (11,000) 2,500
Subtotal (636,327) (2,553,305)
Total $(1,149,217) $(2,580,616)

Please refer to Note XIV for credit risk related information.

27. Lease

(1) The Company is a lessee (subject to the relevant disclosures as stipulated in IFRS
16).

The Company leases several assets, including real estate (buildings and structures)

and other equipment. The lease period for each contract is for 2-10 years.

The impacts of the lease on the Company's financial position, financial performance,

and cash flow are as follows:

A. Amount recognized on the balance sheet

(@) Right-of-use assets
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(b)

The book value of the right-of-use assets
2020.12.31 2019.12.31

Buildings and structures $214,730 $211,245
Other equipment 2,774 4,438
Total $217,504 $215,683

The Company had added right-of-use assets for the amounts of NTD
88,048 thousand and NTD 19,868 thousand in the year 2020 and 2019.

Lease liabilities

2020.12.31 2019.12.31
Lease liabilities $(219,898) $(217,256)
Current liability $(219,898) $(217,256)

The interest expenses of the Company's lease liabilities were NTD 4,031
thousand and NTD 3,827 thousand in 2020 and 2019, respectively. For the
maturity analysis of the lease liabilities on December 31, 2020, and 2019,
please refer to Note XIV. 4 "Liquidity Risk Management."

B. Amount recognized in the statements of comprehensive income

Depreciation of the right-of-use assets

2020 2019
Buildings and structures $74,908 $74,205
Other equipment 1,664 1,664
Total $76,572 $75,869

C. The lessee and the lease activity related income, expense, and loss

2020 2019
Short-term lease expense $1,797 $1,738
Low-value asset lease expense (excluding the
low-value assets lease expense of the short-term
leases) 2,305 2,027

D. The lessee and the lease activity related cash outflow

The total cash outflow for the lease of the Company were NTD 78,924 thousand
and NTD 78,122 thousand in the year 2020 and 2019, respectively.
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28. Operating expenses

The employee benefits, depreciation, and amortization expenses are summarized by

function as follows:

2020 2019

Employee benefits expenses

Salaries and wages $853,600 $840,422

Labor insurance and national health insurance 66,082 64,481

Pension expenses 34,790 35,180

Remuneration to Directors 16,763 13,815

Other employee benefits expenses 36,848 36,109
Depreciation 130,886 124,825
Total $1,138,969 $1,114,832

The Company has 960 and 975 employees this year and in the previous year. Among them,
7 Directors are not concurrently employees.

According to the Articles of Incorporation, if the Company has earnings for the year, no
less than 0.01% of the earnings should be appropriated to pay employees' remuneration
and no more than 2% of the earnings should be appropriated as remuneration to directors
and supervisors. However, when there are accumulated losses, an equivalent amount
should be appropriated to make up for losses. The aforementioned remuneration to
employees is to be paid in the form of shares or cash. Approval for such benefits should be
passed by at least half of the Directors in attendance in a Board meeting attended by no less
than two-thirds of all Board members. The results should be reported during Shareholders'
Meeting. Please refer to the "Market Observation Post System" of the Taiwan Stock
Exchange Corporation for information on employee remuneration and remuneration to

directors and supervisors resolved by the Board of Directors.

Based on the Company's profit in 2020 and 2019, the Company appropriates 0.01% of the
earnings to be remuneration to employees, which were NTD 630 thousand and NTD 400

thousand, respectively, and were listed in the "salary expense."

The Company's Board of Directors had resolved on February 22, 2021 to distribute the
2020 remuneration to employees and the remuneration to directors and supervisors at the
amount of NTD 630 thousand and NTD 0 respectively, which was not significantly
different from the expenses booked in the 2020 financial report.
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The Company's Board of Directors had resolved on February 24, 2020 to distribute the

2019 remuneration to employees and the remuneration to directors and supervisors at the

amount of NTD 400 thousand and NTD 0 respectively, which was not significantly

different from the expenses booked in the 2019 financial report.

There is no significant difference between the actual employees' remuneration and

remuneration to directors and supervisors distributed in 2020 and the expenses booked in

the 2019 financial report.

29. Other comprehensive income

Other comprehensive income for the year ended December 31, 2020 is as follows:
Current Other Income tax

Accrued in reclassification ~ comprehensive benefit After tax
current year adjustment income (loss)  (expense) amount

Items not reclassified to income:
Gain or loss on evaluation of
equity instruments at fair value
through other comprehensive

income $375,313 $- $375,313 $- $375,313

Share of other comprehensive

income of subsidiaries,

associates and joint ventures

accounted for using equity

method 4,122 - 4,122
Remeasurements of the defined -

benefit plans (2,903) (2,903) 349

Items may be re-classified

subsequently to income:
Exchange differences from the

foreign translation of financial

statement (3,825) - (3,825) 459
Gain or loss from debt

instrument investment at fair

value through other

4,122

(2,554)

(3,366)

comprehensive income 1,947,306 (207,564) 1,739,742 - 1,739,742

Total $2,320,013 $(207,564) $2,112,449 $808  $2,113,257
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Other comprehensive income for the year ended December 31, 2019:

Current
reclassification
adjustment

Accrued in
current year

Other
comprehensive
income (loss)

Income tax
benefit
(expense)

After tax
amount

Items not reclassified to income:

Gain or loss on evaluation of
equity instruments at fair value
through other comprehensive
income

Share of other comprehensive
income of subsidiaries,
associates and joint ventures
accounted for using equity
method 6,815 -

Remeasurements of the defined -
benefit plans 6,589

Items may be re-classified

subsequently to income:

Exchange differences from the
translation of foreign financial
statement

Gain or loss from debt
instrument investment at fair
value through other
comprehensive income 4,176,434

$423,680 $-

(85,655) -

(51,540)

$423,680

6,815

6,589

(85,655)

4,124,894

(19,752)

13,122

$423,680

6,815

(13,163)

(72,533)

4,124,894

Total $4,527,863 $(51,540)

$4,476,323

$(6,630)

$4,469,693

The Company’s debt instrument investment measured at fair value through other

comprehensive income in the year ended 2020 and 2019 are reclassified to profit or loss

from the cumulative other comprehensive income at the time of de-recognition for an

amount of NTD 207,564 thousand and NTD 51,540 thousand, respectively.

30. Income tax

The main composition of income tax expenses (benefit) is as follows:

Income tax recognized in the profit or loss

Current income tax expenses (benefit):
Income tax payable for the current period
Adjustments in respect of current income tax of prior
periods
Deferred income tax expense (benefit):

Deferred income tax expense (benefit) related to the
original generation of the temporary difference
and its reversal

Income tax expense
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Income tax recognized in the other comprehensive income

2020 2019
Deferred income tax expense (benefit):
Exchange differences from the translation of
foreign financial statement $(459) $(13,122)
Actuarial gain (loss) from defined benefit plan (349) 19,752
The other comprehensive income related income tax $(808) $6,630

The amount of income tax expense and accounting profit multiplied by the applicable

income tax rate is adjusted

2020 2019
Net income before tax of the continuing business units $6,231,201 $3,845,551
Tax amount calculated according to the domestic tax
rate applicable to the income of the country concerned $1,246,240 $769,110
Income tax effect of the tax-free income (432,751) (670,431)
Income tax effect of non-deductible expenses on tax
returns 348 44
Income tax effect of deferred income tax
assets/liabilities (124,557) 102,392
Basic tax adjustment 4,252 248,162
Surtax on undistributed earnings 48,407 -
Adjustments in respect of current income tax of prior
periods (1,704) (3,413)
Total income tax expense recognized in profit or loss $740,235 $445,864

Deferred income tax assets (liabilities) balances related to the following items
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2020
Recognized in
Recognized the other
Beginning in the profit comprehensive Ending

balance or loss profit or loss balance
Temporary differences:
Financial assets valuation
measured at fair value through
profit or loss $(85,697) $(162,563) $-  $(248,260)
Allowance for bad debt 80,309 44,054 - 124,363
Impairment of Assets 13,941 (1,571) - 12,370
Employees’ leave benefits
liabilities 3,562 115 - 3,677
Compensation payable 1,162 (13) - 1,149
Reserve for guarantee liability 7,059 3,967 - 11,026
Net determined benefit liability
non-current 29,994 (8,435) 349 21,908
Conversion difference of the
financial statements of foreign
institutions 6,014 - 459 6,473
Gain on bargain purchase - (919) - (919)
Deferred income tax benefit $(125,365) $808
Net deferred income tax assets $56,344 $(68,213)
The information expressed on the
balance sheet is as follows:
Deferred income tax assets $142,041 $180,966
Deferred income tax liabilities 85,697 249,179
Deferred income tax liabilities -
land value incremental tax 50,135 50,135
Total $135,832 $299,314
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31.

2019

Temporary differences:
Financial assets valuation
measured at FVTPL
Allowance for bad debt
Impairment of assets
Employees’ leave benefits
liabilities
Compensation payable
Reserve for guarantee liability
Net determined benefit liability
non-current
Conversion difference of the
financial statements of foreign
nstitutions

Deferred income tax benefit

Net deferred income tax assets

The information expressed on the

balance sheet is as follows:
Deferred income tax assets
Deferred income tax liabilities
Deferred income tax liabilities -
land value incremental tax
Total

Income tax declaration and audit

Recognized in

Recognized the other

Beginning in the profit comprehensive Ending

balance or loss profit or loss balance
$(2,647)  $(83,050) $- $(85,697)
157,375 (77,066) - 80,309
23,234 (9,293) - 13,941
5,726 (2,164) - 3,562
9,276 (8,114) - 1,162
11,289 (4,230) - 7,059
58,836 (9,090) (19,752) 29,994
(7,108) - 13,122 6,014

$(193,007) $(6,630)

$255,981 $56,344
$265,736 $142,041
9,755 85,697
50,135 50,135
$59,890 $135,832

The Company’s income tax returns before 2018 (inclusive) had already been assessed and

approved by the tax authority.

Earnings per share

The basic earnings per share is calculated by having the net profit attributable to the holder

of the common stock shares of the parent company divided by the weighted average

number of common stock shares outstanding in the current period.

The diluted earnings per share is calculated by dividing the net profit of parent company

ordinary shares by weighted average number of ordinary shares outstanding during the

period, plus the weighted average number of common stock shares to be issued when all

dilutive potential common stock shares were converted into common stock shares.
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2020 2019
(1) Basic earnings per share
Net income (NTD thousands) $5,490,966 $3,399,687
Weighted average number of common stock shares
(thousand shares) of the earnings per share 1,120,378 1,137,777
Base earnings per share (NTD) $4.90 $2.99
(2) Diluted earnings per share
Net income (NTD thousands) $5,490,966 $3,399,687
Weighted average number of common stock shares
(thousand shares) of the earnings per share 1,120,378 1,137,777
Dilutive effect - -
Weighted average number of common stock shares
(thousand shares) after adjusting the dilutive effect 1,120,378 1,137,777
Diluted earnings per share (NTD) $4.90 $2.99

There was no other transaction performed to cause significant changes to the outstanding

common stock shares or the potential common stock shares after the reporting period and

before the release of the financial statements.

VII.

Related Party Transactions

1. Names of related parties and their relationship with the Company

Name

Relationship with the Company

Tainan Life Insurance Agency
Co., Ltd.

Fuchen Property Insurance
Agency Co., Ltd.

Kings Town Bank International
Lease Corporation

Kings Town Intl. Construction
Management Corporation
WanTai Securities Corporation

Chen-Chih, Tai

Chiung-Ting Tsai

Jih-Cheng Chang

Tiangang Investment Co., Ltd
Fu Chiang Investment Co., Ltd.
Chuan-Fu Hou

Ming-Tai Chen

Chao-Long Chen
Hung-Liang Chiang

Subsidiaries of the Company (ceased to exist due to a
merger on June 3, 2019)

Subsidiaries of the Company (ceased to exist due to a
merger on June 3, 2019)

Subsidiaries of the Company

Sub-subsidiary of the Company

Subsidiaries of the Company (acquired on November
3, 2020)

Chairman of the Company

Vice Chairman of the Company

President of the Company

Director of the Company

Director of the Company (2020.5.12 took office)
Independent Director of the Company (2020.5.12
took office)

Independent Director of the Company (2020.5.12 end
of the term)

Independent Director of the Company

Independent Director of the Company
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Name Relationship with the Company

Others Representatives of the Company's managers,

incorporated directors and supervisors, and second
degree of kinship and substantive stakeholders

Significant transactions with related parties

(1) Deposits

)

Item Amount % of the account balance
2020.12.31
Deposits $494,315 0.22%
2019.12.31
Deposits $230,354 0.12%

For the deposit interest rate between the Company and its related parties, except for
when the bank clerk's savings deposit amount within the prescribed limit with
interest calculated according to a preferential deposit interest rate, the amount
exceeding the threshold and the deposit interest rate of the other related party are

same as the interest rate of the general customers.

Loans
Item Amount % of the account balance
2020.12.31
Loans $61,691 0.03%
2019.12.31
Loans $28,796 0.02%
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December 31, 2020
Number of Current Performance D|ffere_nce in
. . trading
Type accounts or perlod Ending Normal |Non-performing Collateral conditions and
name of maximum balance | | contents terms with
stakeholder| balance oans oans
non-stakeholders
Consumer loan 10 $6,281 $6,037 $6,037 - None None
Residential 6 16575 | 16374 16,374 : Real None
mortgage Loan estate
Chou OO 3,000 3,000 3,000 Real None
Other loans -
estate
Other loans Huang OO 500 500 500 i Real None
estate
You OO 1,175 1,175 1,175 Certificate None
Other loans - .
of Deposit
Chen OO 15,800 15,800 15,800 Real None
Other loans -
estate
Other loans Ou 00 9,000 9,000 9,000 i Real None
estate
Other loans Chen OO 2,230 2,230 2,230 i Certificate None
of Deposit
Other loans Hsu 00 950 950 950 i Certlflcat_e None
of Deposit
Other loans Wang OO 470 470 470 i Certificate None
of Deposit
Other loans Chang OO 6,155 6,155 6,155 i Real None
estate
December 31, 2019
Number of| Current Performance D|ffere_nce in
Type accounts or|_period Ending Normal [Non-performin Collateral conéri?idc;lrl]sg and
yp name of | maximum | balance loans Fl)oans 9 contents terms with
stakeholder| balance
non-stakeholders
Eg;sumer 12 $5.601 | $5374| $5374 $ None None
Residential Redl
mortgage 4 13,264 | 13,147 | 13,147 - None
estate
Loan
Other loans | Chou OO 3,000 3,000 3,000 - Real None
estate
Real
Other loans |Huang OO 1,100 1,100 1,100 - None
estate
Other loans | You 0O 1175| 1175| 1175 _ |Certificate None
of Deposit
Other loans Yu OO 5,000 5,000 5,000 - Real None
estate
(3) Leases

1)

The rent revenue received by the Company for offices leased to the related

parties in the period of January 1 to December 31, 2020 and 2019 were NTD
888 thousand and NTD 844 thousand, respectively.
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2) The rental expenses paid to the related party for the lease of the office in the
period of January 1 to December 31, 2020 and 2019 were NTD 3,840 thousand.

(4) The handling fee income from the related party and remuneration to the Chairman
and directors and supervisors in the year 2020 and 2019 (booked in the "statements of

comprehensive income - other business and administrative expenses") are as follows:

2020 2019
Tainan Life Insurance Agency Co., Ltd. (Note) $27,004
Fuchen Property Insurance Agency Co., Ltd. (Note) 687
WanTai Securities Corporation 600,000 -
600,000 $27,691

Note: Tainan Life Insurance Agency Co., Ltd. and Fuchen Property Insurance

Agency Co., Ltd. are merged into the Company on June 3, 2019.
(5) Guarantees: None
(6) Derivative financial instrument transactions: None
(7) Sale of non-performing loan: None

(8) Remuneration of directors and key management personnel of the Company

2020 2019
Short-term employee benefits $34,962 $26,555
Retirement benefits 1,981 1,864
Total $36,943 $28,419
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VIII. Pledged Assets

The Company has the following assets provided as collateral:

Book value
Items 2020.12.31 2019.12.31 Guaranteed debt
Financial assets measured at FVTPL $5,828,699  $6,563,455 RP transaction
Financial assets measured at FVTPL Various business reserves and
720,194 705,688 collaterals
Financial assets measured at fair value RP transaction
through other comprehensive income 18,583,715 25,086,282
Financial assets measured at fair value Funds borrowed from other
through other comprehensive income 3,906,144 6,469,473 banks
Due from the Central Bank and call loans Funds borrowed from Central
to banks 2,000,000 - Bank and other banks
Total $31,038,752 $38,824,898

IX. Significant Contingent Liabilities and Unrecognized Contract Commitments

(1) The Company has the following or various trust agents and guarantees:

2020.12.31 2019.12.31
Receivable and collection $12,340,695 $10,764,902
Receivable guarantees 9,057,037 5,619,363
Receivables from L/C 49,727 54,661
Trust and custody 32,554,784 31,605,353
Agreed financing amount 26,358,085 21,220,207
)
Major contents Contract amount Amount paid Amour;ta)i/gt to be
Land in Guang Pu Phase |1 $423,500-$653,400 $21,175 $402,325-$632,225

X. Contents and Amount of Trust Business Handled in Accordance with the Provisions of the

Trust Enterprise Act
The Company provides the trust balance sheet, income statement, and property list to the Trust

Department in accordance with Article 17 of the Enforcement Rules of the Trust Enterprise Act

as follows:
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Balance Sheet of Trust Accounts

Trust assets 2020.12.31 2019.12.31 Trust liabilities 2020.12.31 2019.12.31
Bank deposits $2,442,840 $909,909 Mid-term borrowings $4,721,230 $4,821,230
Stock 2,284,733 2,524,592 Long-term borrowings 614,806 -
Funds 8,791,795 9,171,811 Payables 22,179
Real estate 18,613,156 18,070,304 Other liabilities 31,402
Other assets 276,593 866,230 Trust capital 27,055,583 26,505,245

Reserve and
accumulated earnings
(44,269) 162,790
Total trust assets $32,409,117 $31,542,846 Total trust liabilities $32,409,117  $31,542,846
Income Statement of Trust Accounts
Items 2020 2019
Trust revenue

Interest revenue $977 $1,105

Rent income 499,446 385,687

Dividend income 115,703 129,037

Unrealized capital gains 97,169 53,013

Other profits 1,807 16,158

Subtotal 715,102 585,000
Trust expenses

Administrative expenses (41,132) (34,571)

Tax expenses (30,412) (22,850)

Interest expenses (69,293) (40,298)

Unrealized capital loss (255,828) (69,166)

Unrealized exchange losses (143,472) -

Appraisal expenses (1,620) (3,000)

Remuneration expenses (1,200) (1,200)

Other Expenses (11,847) (58,645)

Subtotal (554,804) (229,730)
Net profit before tax (net loss) 160,298 355,270
Income tax expense - (25)
Net income (net loss) $160,298 $355,245
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Property Catalog of Trust Accounts

Investment 2020.12.31 2019.12.31
Bank deposits $2,442,840 $909,909
Stock 2,284,733 2,524,592
Funds 8,791,795 9,171,811
Real estate
Land 13,372,181 13,193,092
Buildings and structures 5,192,597 4,870,632
Construction in progress 48,378 6,580
Others 276,593 866,230
Total $32,409,117 $31,542,846
Xl. Significant Disaster Loss
No such event.
XII.  Significant Subsequent Events
No such event.
XIII. Fair Value and Grade Information of Financial Instruments
1. Information on the fair value of financial instruments
Financial assets:
2020.12.31 2019.12.31

Book value Fair value Book value Fair value

Financial assets measured at
FVTPL:
Mandatorily measured at
fair value through profit or

loss $44,721,848 $44,721,848 $34,733,596 $34,733,596

Financial assets measured at
fair value through other

comprehensive income 48,717,089 48,717,089 50,810,145 50,810,145

Financial assets measured at
cost after amortization:
Debt instrument investments

measured at amortized cost 18,897,382 18,897,382 17,698,135 17,698,135

Cash and cash equivalents

(excluding cash on hand) 2,237,612 2,237,612 1,491,463 1,491,463

Due from the Central Bank

and call loans to banks 12,542,608 12,542,608 11,
Bonds and securities

purchased under agreements

162,682 11,162,682

to resell 200,248 200,248 150,022 150,022
Receivables 891,330 891,330 1,270,450 1,270,450
Discounts and loans 184,901,230 184,901,230 155,350,678 155,350,678
Other financial assets 363 363 4,396 4,396

Financial liabilities:
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2020.12.31 2019.12.31
Book value Fair value Book value Fair value

Financial liabilities measured at
amortized cost:
Deposits from the Central

Bank and other banks $21,117,468 $21,117,468 $14,533,849 $14,533,849
Funds borrowed from Central
Bank and other banks 907,650 907,650 1,655,830 1,655,830
Bills and bonds sold under
repurchase agreements 21,990,934 21,990,934 28,218,020 28,218,020
Payables 1,432,333 1,432,333 1,223,956 1,223,956
Deposits and remittances 227,147,197 227,147,197 191,812,314 191,812,314
Lease liabilities 219,898 219,898 217,256 217,256
Financial liabilities measured at
FVTPL:
Held for transaction purposes 13,062 13,062 6,002 6,002

The derivative financial instrument transactions are detailed as follows:

Items Contract amount Fair value
2020.12.31
Foreign exchange contracts $636,677 $(5,693)
2019.12.31
Foreign exchange contracts $1,984,179 $2,803

2. Methods and assumptions used in the fair value of financial instruments

Fair value refers to the price required or transferred to an asset in an orderly transaction
between market participants on a measurement date. The methods and assumptions used
by the Company to measure or disclose the fair value of financial assets and financial

liabilities are as follows:

(1) The fair value of short-term financial products is estimated based on the book value
on the balance sheet. As the maturity date of such products is very close or the
current collection price is equivalent to the book value, the book value is a reasonable
basis for estimating the fair value. This method is applied to cash and cash
equivalents, deposits at the Central Bank and inter-bank loans, RS bills and bond
investments, receivables, deposits of the Central Bank and other banks, funds
borrowed from Central Bank and other banks, RP bills and bond liabilities, payables,

deposits and remittances, and other financial liabilities.
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For financial assets and liabilities measured at fair value through profit or loss,
financial assets measured at fair value through other comprehensive income,
available-for-sale financial assets, and held-to-maturity financial assets, if there is a
public market price available, such market price is the fair value, which refers to the
closing price on the balance sheet date for the listed (OTC) equity security with a
market price available, the net asset value on the balance sheet date for the fund, the
closing price or reference price on the balance sheet date for the bond, and the
settlement price or the counterparty's quote for the derivative financial products. If no
market price is available for reference, the evaluation method is used for estimation.
When the Company adopts the market price including the purchase price and the
selling price, the Company will evaluate the selling (purchasing) position at the
market buying (selling) price. If there is no market price available at the time of
evaluation but there is the most recent market transaction price available, then the

said transaction price is the fair value of such financial asset.

Discounts, loans, and deposits are all interest-bearing financial assets and liabilities,
so their book value is similar to the current fair value. The book value of the
collection is the estimated recovery amount net of the allowance for bad debt.

Therefore, the book value is the fair value.

For debt-based instruments that are without an active market price, the fair value is
determined by the counterparty's quotation or valuation method. The valuation
method is based on the discounted cash flow analysis. The assumptions of interest
rate and discount rate are mainly based on information related to similar instruments
(for example, Taipei Exchange reference yield curve, the Reuters commercial

promissory interest rate average quotation, and credit risk information).

The fair value of derivatives (including forward foreign exchange and foreign
exchange transactions) is the amount that the Company is expected to obtain or pay if
it wishes to terminate the contract at the agreed reporting date. The Company
calculates the fair value of the position held based on the parameters or quotation

information disclosed by the Reuters Information System.

The fair value of the equity instruments (e.g.: private company's stock shares) that do
not have a market price available is estimated with the market approach, which is
with the fair value estimated with the price generated in market transactions of the
same or comparable company's equity instruments and other relevant information
(e.g. lack of liquidity discount factor, the profit ratio of the similar company's stock,

and the input value of the similar company's stock price book ratio).
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Please refer to Note XIII. 3 for the information on the fair value bracket of the Company's

financial instruments.

3. Fair value hierarchy

1)

()

The definition of the Company's three-level fair value

1)

2)

3)

Level I

It refers to the public offer (unadjusted) of the same financial instrument
available on the active market on the measurement date. The fair value of the
listed (OTC) stocks, beneficiary certificates, corporate bonds, financial bonds,
convertible corporate bonds, and derivatives with a market price available
invested in by the Company is classified as Level 1.

Level II

It refers to the observable prices other than the quote in an active market,
including the observable input parameters directly (as prices) or indirectly (e.g.
derived from prices) acquired from an active market. This includes the
convertible corporate bonds, Taiwan Central Government bonds, and general
derivatives invested by the Company.

Level I

It means that the input parameters for measuring fair value are not based on
information available from the market or by the quotations provided by the

counterparty. This includes the unlisted stocks in which the Company invests.

For assets and liabilities that are recognized in the financial statements on a repetitive

basis, the classification is re-evaluated at the end of each reporting period to

determine whether there is a transfer between the fair value levels.

Information on the fair value measurement levels:

The Company does not have non-repetitive assets measured at fair value. The

information on the fair value level of repetitive assets and liabilities is shown below.
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2020.12.31

Assets measured at fair value
Financial assets measured at
FVTPL
Stock investment
Bond investment
Derivatives
Others
Financial assets measured at fair
value through other comprehensive
income
Stock investment
Bond investment

Liabilities measured at fair value
Financial liabilities measured at
FVTPL

Derivatives

2019.12.31

Assets measured at fair value
Financial assets measured at
FVTPL
Stock investment
Bond investment
Derivatives
Others
Financial assets measured at fair
value through other comprehensive
income
Stock investment
Bond investment

Liabilities measured at fair value
Financial liabilities measured at
FVTPL

Derivatives

Total Level | Level 11 Level 111
$5,303,263 $5,303,263 $- $-
36,342,634 2,593,994 33,748,640 -

7,369 - 7,369 -

3,068,582 3,068,582 - -

3,825,805 1,076,369 56,142 2,693,294
44 891,284 36,573,280 8,318,004 -

13,062 - 13,062 -

Total Level | Level Il Level 111
$3,318,000 $3,318,000 $- $-
29,056,073 - 29,056,073 -

8,805 - 8,805 -

2,350,718 2,350,718 - -

2,488,202 21,386 13,839 2,452 977
48,321,943 39,382,688 8,939,255 -

6,002 - 6,002 -

(3) Transfer between Level I and Level II fair value

From January 1 to December 31, 2020 and 2019, the Company's assets and liabilities

measured at repetitive fair value did not experience any transfer between fair value

Level I and 11.
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(4) Changes in repetitive fair value level III statement

For the Company's liabilities measured at repetitive fair value that are categorized as

Level III, adjustments from beginning to ending balance is as follows:
Financial assets measured
at fair value through other
comprehensive income -

stocks

2020.1.1 $2,452,977
Total benefits recognized in 2020:

Recognized in other comprehensive income

(reported in "Unrealized gain(loss) on valuation of

equity instrument investments measured at fair

value through other comprehensive income™) 225,325
Achievements in the current period 14,992
2020.12.31 $2,693,294

Financial assets measured
at fair value through other
comprehensive income -

Stock

2019.1.1 $722,442
Total benefits recognized in 2019:

Recognized in other comprehensive income

(reported in "Unrealized gain(loss) on valuation of

equity instrument investments measured at fair

value through other comprehensive income™) 425,884
Achievements in the current period 1,304,651
2019.12.31 $2,452,977

Significant unobservable input value information of Level III fair value

For the Company's assets measured at repetitive fair value and categorized in fair

value rank 3, the material unobservable input used toward fair value measurement is

as follows:
Significant
Valuation  unobservable Relationship of
technique  input value Range inputs to fair value
Financial assets measured
at fair value through other
comprehensive income
Stock Market  Lack of 20%~30% The higher the lack
approach liquidity of liquidity, the
discount rate lower the estimated

fair value
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()

Evaluation process for Level 111 fair value

Assets in which only fair value

is disclosed: Level |

The financial instrument evaluation team of the Company's Risk Management
Department is responsible for independent fair value verification. The data from an
independent source is used to bring the evaluation results close to the market, to
confirm that the data sources are independent, reliable, consistent with other
resources, and representing executable prices, and regularly calibrate and evaluate
the valuation model, performing backtracking tests, updating the input values and
information required for the evaluation model, and any other necessary fair value

adjustments to ensure that the valuation results are reasonable.

Not measured at fair value but must disclose fair value level information

Level 1l Level 11 Total

2020.12.31

Debt instrument
investments measured at
amortized cost
Convertible certificate of

deposit $18,897,382

2019.12.31

Debt instrument
investments measured at
amortized cost
Convertible certificate of

deposit $17,698,135

4. Transfer of financial assets

&

$- $18,897,382

$- $- $17,698,135

Transferred financial assets that are not fully derecognized

In the daily trading activities of the Company, for the transferred financial assets that did

not meet the overall de-recognizing conditions, most of them are RP debt securities as

collateral held by the counterparty of the transaction. Such transactions are essentially

secured borrowings and reflect the Company's liabilities from repurchasing the obligation

of the transferred financial assets at a fixed price in the future. For such transactions, the

Company is unable to use, sell, or pledge the transferred financial assets during the

effective period of the transaction, but the Company still bears the interest rate risk and

credit risk. Therefore, it has not been derecognized entirely.
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The table below shows the financial assets not qualified under all conditions and related

financial liabilities:

December 31, 2020

Category of financial Book value of{Book value of| Fair value of | Fair value of
assets transferred related transferred related
financial financial financial financial |Net fair value
assets liabilities assets liabilities position

Financial assets measured

at FVTPL $5,828,699| $5,915,465| $5,828,699| $5,915,465 $(86,766)
with R/P agreement
Financial assets measured

at fair value through

other comprehensive 18,583,715 16,075,469 18,583,715 16,075,469 2,508,246

income
with R/P agreement

XIV. Financial Risk Management

Overview

The Company uses the business growth scale to establish a capital adequacy assessment
process that meets the risk profile in order to maintain adequate capital. Also, based on the
overall risk exposure, the Company implements appropriate overall capital allocation, and
establishes management mechanisms for various business risks in order to strengthen
business performance. The risks in the businesses on and off the balance sheet, such as,
credit risk, market risk, operational risk, liquidity risk, country risk, interest rate risk in the
banking book, etc., are included in the Company' scope of risk management. Policies and
methods are stipulated according to different risks, such as, "Credit Policy," "Rules
Governing Credit Review and Authorization," "Rules Governing Risks," etc. Besides,
according to the needs of the policies and methods, management guidelines were
formulated, such as formulating "Regulations Governing Credit Risk," "Regulations
Governing Market Risk," and "Regulations Governing Operational Risk" in accordance
with the "Rules Governing Risks" which were reviewed and approved by the Board of
Directors in order to effectively identify, measure, communicate, and monitor various

risks.

Risk management organizational structure

The risk management of the Company is carried out by the Risk Management Department
in accordance with the risk management policy approved by the Board of Directors. The
Risk Management Department works closely with business units to identify, assess, and
prevent risks. The Board of Directors has a written policy for risk management that covers

specific risk exposure, such as, interest rate risk, credit risk, etc. In addition, the Audit
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Office regularly (at least once a year) and occasionally reviews the risk management and
operating procedures of the Company to ensure that the Company's risk management
mechanism can be operated effectively. Also, the audit records related to various risks,
such as transaction records, statements, and valuations are kept for the review of the Audit
Office.

(1) Risk Management Committee

For the purpose of upgrading the risk management mechanism, improving various

risks management, avoiding all possible adverse effects on the Company, and

seeking maximized profits with limited risks, the Risk Management Committee is

established with the President acting as the Chief Commissioner, and the department

head of the Finance Department, Digital Service and Business Department, Risk

Management Department, Credit Review Department, Administration Office,

International Sales Department, Compliance Department, and the Business

Management Department and other personnel designated by the President act as the

Members of the Committee. The chief auditor may attend the Committee meeting,

but is not entitled with voting rights. The Committee has a meeting held once a

month with the following missions to fulfill:

1) Add and amend the Company's risk management policy.

2) Coordinate the risk management issues of the Company, such as, credit risk,
market risk, and operational risk.

3) Review the ratio of the Company's regulatory capital to risk assets (referred to
as "capital adequacy ratio")

4) Handle and review the major risk exposure and unauthorized events which
occur.

5) Major issues or discussions related to risk management proposed by each unit.

6) Matters assigned by the Board of Directors, Chairman, and Vice Chairman.

The "Risk Management Department" is the execution unit of the Risk Management
Committee and the risk management planning and management unit of the Bank. It
independently monitors and manages the risks of the Bank. The department head of
the Risk Management Department acts as the Executive Secretary who is appointed
by the Board of Directors. The Risk Management Department is responsible for
calculating and monitoring the capital adequacy, and comprehensively handles the
risk management and reports to the competent authorities in accordance with various
risks management guidelines. Submits a risk control report to the Committee on a
quarterly basis and forwards it to the Board of Directors. Also, the Committee sets

rules to control various investment positions and transaction quotas, and handles
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transaction clearing and settlement, such as, bank-wide fund scheduling and

securities trading.

Risk Management Committee

The President of the Company is the Chief Commissioner of the Company's Asset

and Liability Management Committee. The members are composed of the personnel

designated by the President and the department head of the Digital Service and

Business Department, the Risk Management Department, the Finance Department,

and the Administration Office. In response to the domestic and foreign financial

situation, the committee is responsible for adjusting the business strategy in a timely
manner, maintaining liquidity, safety, and profitability, and holding regular meetings
at least once a month. The main tasks are as follows:

1) Assess the impact of changes in domestic and foreign political and economic
situations and the trend of government policies on financial business operations.

2)  Predict the impact of domestic and foreign funds, exchange rates, interest rate
trends, and other relevant financial indicators on the Company's business
operations.

3) Assess the Company's operating performance, capital position, asset and
liability risk position, and interest rate sensitivity, as well as study and adjust the
best ratio of various assets and liabilities.

4)  Assess the Company's pricing strategy for deposit and loan interest rates.

5) Estimate the Company's future operating performance and moderately adjust
the Company's business strategy.

6) Matters assigned by the Board of Directors, Chairman, and Vice Chairman.

Credit Review Committee

The Credit Review Committee is chaired by the President and consists of the head of

the Credit Review Department, the Risk Management Department, and the Digital

Service and Business Department, and the personnel designated by the President to

strengthen the review and risk control of credit extensions and to ensure the

Company's credits. In principle, a meeting will be held once a week to review the

credit cases to be granted by the Board of Directors, and the results of the review will

be presented to the Board of Directors for approval. The process and transfer of the

proposals will be handled by the Credit Review Department.

Investment Management Committee
In order to respond to changes in domestic and foreign financial situations, timely
adjust investment strategies and control investment risks to maintain the safety and

profitability of the Company’s investment positions. The "Investment Management
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Committee" is established as the highest management unit responsible for the

Company’s investment business. The Investment Management Committee is chaired

by the President, and the members include the head of the Finance Department and

other personnel appointed by the President. The Committee has a meeting held once

a month with the following missions to fulfill:

1) Set the Bank's investment strategies and principles according to the changes in
domestic and foreign political and economic situations and the trend of
government policies.

2) Assess whether the performance of the investment portfolio meets the expected
objectives, predict the impact of changes in domestic and foreign capital
situation, exchange rate, interest rate, and other relevant financial indicators on
the investment position of the Company, and study whether the investment
strategy should be adjusted.

3) Review the proportion, allocation, and reinvestment-orientation of various
financial investment projects.

4)  Review the source of funds and cost structure of the investment.

Information Security Management Committee

The "Information Security Management Committee" is formed to improve the

information security management system, respond to all information security-related

laws and regulations, and comply with the relevant government regulations in order

to reduce the risk impact and influence on the Company due to information security.

The Committee has one convener appointed who is the President or an individual

appointed by the President. The members are the head of the Risk Management

Department, the Information Office, the Digital Service Department, the Compliance

Department, and the department head or the designated individual of the department

designated by the convener. The Audit Department may attend the Committee

meeting, but is not entitled with voting rights. The Committee will hold meetings

from time to time as needed. The main tasks are as follows:

1) Propose the information security policy of the Company.

2) Promote the information security management system.

3) Assess the infrastructure of the information security management system.

4) Handle and review major information security incidents.

5) Major issues or discussions related to information security proposed by each
unit.

6) Discussion of other information security issues.
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Credit Risk

1)

()

Source and definition of credit risk

Credit risk refers to the risk of default loss caused by the borrower or counterparty
due to the poor business condition or other factors (such as, disputes between the
company and its counterparty), resulting in the borrower or counterparty not
fulfilling its contractual obligations. The sources of credit risk included on- and
off-balance sheet items. For the Company's credit risk exposure, the items on the
balance sheet mainly come from discounts and loans, deposits and interbank lending,
debt instrument investments and derivatives, and etc. The off-balance sheet items are

mainly guarantees, letters of credit, loan commitments, etc.

Credit risk management policies:

The Company's written credit risk management strategy is prepared as a guideline for
the credit operating procedure. Also, the relevant policies and operational guidelines
are set up to ensure that the strategy can be implemented continuously and effectively
in order to maintain rigorous loan granting standards, monitor credit risk, assess
possible business opportunities, and identify and manage non-performing loans. The
scope of management includes: (1) Various credit risks (including individual credit
cases, overall credit check, credit extension, non-performing loans, etc.) and credit
risk offset instruments, such as, collateral and guarantee, of the businesses on and off
the balance sheet. (2) A credit risk related product or position of the banking book or

transaction book.

In order to maintain a safe and sound credit extension business and control credit
risk, the "Regulations Governing Credit Risk" was formulated to establish a credit
risk control mechanism when planning various businesses in order to implement the
procedures of identification, measurement, communication, and monitoring. Under
the hierarchical organization structure of credit management, each level shall, in
accordance with the "Rules Governing Credit Review and Authorization," strictly
execute case review within the authority to ensure the quality of credit assets. The
Company also formulated the "Directions for Credit Review and Implementation,"
and the Credit Review Department is authorized by the Head Office in handling
related matter to strengthen post-loan management, in aim to effectively control

credit risk.

The credit risk management procedures and measurement methods for each major

business of the Company are described below:
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Credit extension (including loan commitments and guarantees)

The classification of credit assets and credit quality rating are described as

follows:

A. Credit asset classification
The Company's credit assets are classified into five categories. Except that
the normal credit assets are classified as Category I, the non-performing
credit assets are evaluated according to the loan guarantee status and the
length of time overdue, which are classified as Category II "Special
Mention," Category III "Expected to be Recovered," Category IV
"Doubtful," and Category V "Losses." The Company has formulated the
"Regulations Governing the Procedures for Banking Institutions to Evaluate
Assets and Deal with Non-performing/Non-accrual Loans" to establish the
internal processing systems and procedures for asset quality assessment,
appropriation of loss reserve, collection of overdue loans, and liquidation of
bad debts. Also, it is handled in accordance with the requirements of the
competent authorities and the Company. In order to speed up the liquidation
of non-performing loans and reduce overdue loans, the Company has the
"Rules Governing Non-Performing Loans" formulated to realize a sound

financial structure and to enhance asset and liability management.

B. Credit quality rating
The Company has formulated the "Corporate Finance and Consumer
Finance Business Classification" according to the business characteristics
and scales. The directions for credit rating are formulated for corporate
account holders and individual account holders. The credit rating scores of
the debtors are classified into 10 grades (C1~C10), which is an internal
credit rating and it is used for risk management. The credit rating is used as
reference for credit approval and as reference in determining credit
conditions. Those with a poor credit rating are subject to higher credit

review frequency.

Deposit and inter-bank lending

The Company evaluates the credit status of the counterparty before the
transaction is initiated. Before the end of each year, the Company determines
the NTD and foreign currency loan limits according to domestic and foreign
financial interbank credit ratings. And such matters are submitted to the Credit
Review Committee for review and reported to the Board of Directors for

approval.
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Debt instrument investment and derivative financial instruments

The Company's credit risk management of debt instrument is to identify credit
risk through the credit rating of debt instrument by domestic and international
credit rating agencies, bond guarantee institutions, country risks, and
counterparty risk. For the financial institutions that initiate investments in the
Company's derivative financial product transactions, set the ceiling of the
financial transaction amount by the nature of the counterparty and the credit
rating in accordance with the "Regulations Governing Derivatives Transactions
Quota."

(3) Credit risk hedge or mitigation policy

1)

2)

Collateral

The Company adopts the methods of stipulation of credit limit restrictions,
collection of collateral, and the guarantor or the transfer of the credit guarantee
fund to reduce the credit risk for credit business in order to strengthen the credit
claim of the Company. The Company has formulated The Rules Governing
Collateral Appraisal and related procedural guidelines and regulations for
regulating acceptable types of collateral and the valuation, management, and
disposal of collateral, in order to ensure the Company's credit claim. The
Company has formulated the creditor 's right security clauses, collateral clauses,
and offset clauses, which clearly define that in an event of credit, the credit limit
may be reduced, repayment period may be reduced or deemed to be fully due, or
the debt may be offset by debtor's deposit at the Company to reduce the credit

risk.

The Company carries out on-site appraisal of the collateral on a regular basis or
at any time. The Company carries out credit check or revaluation of collaterals
according to the status of credit granting accounts. The Company also evaluates
the degree of guarantee provided by debtor and the legal effectiveness of the

guarantor in order to ensure the security of credit.

Credit risk limit and credit risk concentration control

The Company has the "Credit Policy" formulated to properly plan and control
the credits of the same natural person, the same legal person, the same public
enterprise, the same related party, the same associate, and the same group. Set
the ceiling (the same public enterprise shall not exceed the net value of the
Company, and the ceiling of the same group enterprise shall be adjusted and

approved according to its credit rating and prospect) of the ratio to the net value
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of the Company for each entity in order to control the single credit risk and
improve the efficiency of fund utilization. For the ratio of total credit balance of
the same industry to the total credit balance of the Company, the ceiling will be
approved according to the industry and the overall economy and by referring to
the non-performing loan ratio of the industry and future economy. In order to
strengthen the credit risk control of each industry overseas and in Mainland
China, the respective limit is stipulated accordingly. For the ratio of the total
credit balance secured by residential real estate to the total credit balance of the
Company, it is divided into the categories of housing repair and working capital
limit control by the intended use of funds. Also, the credit-orientation is
dynamically adjusted to hedge the overall risk and to avoid excessive credit risk

concentrations.

Master netting arrangement

The Company's transactions are usually cleared on a gross amount and the
Company agrees with the counterparties upon the clearing method, or all
transactions with the counterparty are terminated with a net amount clearing

arranged in the event of default in order to further reduce the credit risk.

Maximum credit risk exposure

The maximum credit risk exposure of the assets stated in the balance sheet without

the consideration of collaterals or other reinforced credit instruments approximate

their book value. The maximum credit risk exposure amount (excluding collateral or

other credit enhancement instruments, and irrevocable maximum risk exposure

amount) associated with off-balance sheet items is as follows:

i Maximum credit risk exposure amount
Off-balance sheet items 202012 31 5019.12.31
Customer's developed and irrevocable
loan commitments $26,358,085 $21,220,207
Customer's outstanding letters of credit
amount 18,287 207,684
Guarantee payments 9,057,037 5,619,363
Total $35,433,409 $27,047,254

The financial information related to asset on balance sheet, off-balance sheet

collateral held as guarantees, master netting arrangement and other credit

enhancements, that have impact on maximum credit risk exposure amount are shown

below:

Master netting

December 31, 2020 Collateral arrangement Total
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Items on the statement

Discounts and loans

Off-balance sheet items

Customer's developed and
irrevocable loan

commitments

Customer's outstanding
letters of credit amount
Guarantee payments

Total

December 31, 2019

$135,382,209 $-  $135382,209
9,624,965 - 9,624,965
3,000 - 3,000
4,435,540 - 4,435,540
$149,445,714 $- $149,445,714

Master netting

Items on the statement

Discounts and loans

Off-balance sheet items

Customer's developed and
irrevocable loan

commitments

Customer's outstanding
letters of credit amount
Guarantee payments

Total

Collateral arrangement Total
$109,321,607 $ - $109,321,607
11,707,019 - 11,707,019
3,000 - 3,000
2,287,112 - 2,287,112
$123,318,738 $ - $123,318,738

The Company’s management assesses and believes that the credit risk exposure

amount of the off-balance sheet items could be controlled and minimized

continuously because the Company and its subsidiaries have adopted a more

stringent selection process during the credit approval and subsequent periodic

review.

Status of credit risk concentration

When a financial instrument counterparty is significantly concentrated on one

person, or a financial instrument has several counterparties who are mostly engaging

in similar business activities and have similar economic characteristics, so that their

ability to perform contracts is affected by economic or other conditions in a similar

manner, there is a significant concentration of credit risk.
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The Company’s credit risk concentration is derived from assets, liabilities, or
off-balance sheet items, which are generated through transactions (regardless of
products or services) performance or implementation, or a combination of
cross-category risk exposure, including credit, deposit and inter-bank lending,
marketable securities investments, receivables, and derivatives. The Company did
not significantly concentrate on trading with single customers or single transaction
counterparties. The total transaction amount with single customers or single
transaction counterparties accounting for the Company’s discounts and loans and
collection amount is insignificant. The Company has the credit risk of discount,
lending, and collection booked by the classification of industry, indicating significant
concentration of credit risk by the classification of industry, area and collateral are as

follows:

1) By industry

Bv ind 2020.12.31 2019.12.31

y Industry Amount % Amount %
I. Private enterprises $143,012,218 76 $118,440,765 75
Il. Government agencies - - - -
I11. Non-profit groups 155,410 - 161,417 -
IV. Private 44,674,901 24 39,016,244 25
V. Financial institutions - - - -
Total $187,842,529 | 100 $157,618,426 | 100

2) By region
The Company’s main business is conducted in Taiwan and there is no

significant concentration of credit risk by region.

3) By collateral

By collateral 2020.12.31 2019.12.31
Amount % Amount %
Unsecured $52,460,320 28 $48,296,819 31
Secured
- Financial collateral 19,490,849 10 13,342,931 8
- Real estate 102,855,828 55 85,331,445 54
- Guarantee 5,849,882 3 2,932,494 2
- Other collaterals 7,185,650 4 7,714,737 5
Total $187,842,529 | 100 $157,618,426 | 100
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(7)

(8)

(Unless otherwise provided, Unit: NTD Thousand)

Analysis of the Company’s financial assets that is overdue but without impairment
The Company had no financial assets that were overdue without impairment as of
December 31, 2020 and 2019.

Judgment of the Company’s credit risk that has increased significantly since the
original recognition

Credit business

The Company assesses the change in the risk of default in the expected duration of
each type of credit asset on each reporting date to determine whether the credit risk
has increased significantly since the original recognition. For the purpose of this
assessment, the Company considers the information that evidences the significant
and reasonable increase of credit risk (including forward-looking information) since
the original recognition. The main considerations include:
1) Quantitative indicators:
If the contract is overdue for more than 30 days on the reporting date, it is
concluded that the credit risk has increased significantly since the original
recognition.
2)  Qualitative indicators:
Observe the following information on the reporting date. If the following
conditions are met, it is concluded that the credit risk has increased significantly
since the original recognition.
a. The records of bounced checks of the debtors reported by the Company
b.  The dishonored accounts announced by Taiwan Clearing House
c. A specific performance is implemented by other banks against the
collateral of the debtors held the Company
d. Acknowledged the debts of the debtors with reorganization requested by
other financial institution when implementing the post-loan management
procedures of review, tracking, and assessment.
e. Listed as a collection or debited to bad debts
Acknowledged that the public certified accountants had issued an opinion
on the financial statements of the debtors with a concern over the
continuing operation of the audited debtors when implementing the
post-loan management procedures of review, tracking, and assessment.

g. Acknowledged other non-performing loans of the debtors.

The Company’s various types of credit assets are not subject to the assumption
that the determined low credit risk can be regarded as no significant increase in

credit risk since the original recognition.
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Debt instruments

The Company assesses the change in the risk of default in the expected duration
of each type of debt instrument on each reporting date to determine whether the
credit risk has increased significantly since the original recognition. For the
purpose of this assessment, the Company considers the changes in credit rating
that indicates the main evaluation indicator is a quantitative indicator since the
original recognition. When the credit rating on each reporting date is lower to an
extent than the credit rating on the original recognition date, it is determined that

the credit risk has increased significantly since the original recognition.

The Company’s various types of debt instrument are not subject to the
assumption that the determined low credit risk can be regarded as no significant
increase in credit risk since the original recognition.

(9) Definition of the Company’s default and credit impairment financial assets

Credit business

The Company’s definition of default on various types of credit assets is the same as
the default and credit impairment of each type of credit assets. If one or more of the
following conditions are met, the Company determines that the various types of
credit assets have been defaulted with credit impairment resulted:
1) Quantitative indicators
If the contract is overdue for more than 90 days on the reporting date, it is
concluded that default and credit impairment have occurred.
2) Qualitative indicators
Observe the following information on the reporting date. If the objective
evidence of impairment (such as agreement, bail-out, rehabilitated, etc.) is met,
it is determined that default and credit impairment have occurred.
Debt instruments

The Company’s definition of default on a debt instrument is the same as the credit
impairment of a debt instrument. If one or more of the following conditions are met,
the Company determines that the debt instrument has defaulted with credit
impairment:
1) Quantitative indicators

If the credit rating on each reporting date reaches the default level, it is

determined as defaulted with credit impairment.
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Qualitative indicators

Observe the following information on the reporting date. If the following
conditions are met, it is determined that default and credit impairment have
occurred.

a. An event of default occurred

b. The issuer’s significant financial difficulties

c. The issuer is likely to apply for bankruptcy or other financial

The foregoing definition of default and credit impairment is applicable to all
financial assets held by the Company and is consistent with the definitions used
for the internal credit risk management purposes of the financial assets and are
applied to the relevant impairment assessment model. If the financial assets on
the reporting date no longer meet the definition of default and credit
impairment, they are concluded to be in the status of performance and are no

longer regarded as financial assets that have defaulted with credit impairment.

(10) Write-off policy

(11)

When the Company cannot reasonably expect the financial assets to be recovered

entirely or partially, it will write off the whole or part of the financial assets in a

timely manner in accordance with the requirements of the competent authorities and

in line with the Company’s asset quality policy.

Measurement of anticipated credit loss

For the purpose of assessing expected credit losses, the Company classifies financial

assets into the following combinations according to the credit asset/debt instrument

categories, credit ratings, and subject matter claim order:

Credit asset / debt instrument category Definition

Corporate banking loan

Grouped by risk characteristics, company size, and
credit category

Consumer banking loan Grouped by product category, loan type, etc.

Corporate bonds and financial bonds

Classified by long-term issuer rating (Moody’s)
and subject matter claim order

Government bonds and Central Bank’s |Classified by sovereign rating (Moody’s) and
convertible certificate of deposit subject matter claim order
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For the financial instruments that have not significantly increased in credit risk
(Stage 1) after the original recognition, the Company measures the allowance for loss
of the financial instrument according to the expected credit loss amount within 12
months. For the financial instruments with significant increase in credit risk after the
original recognition (Stage 2) or with credit impairment (Stage 3), it is measured by

the expected credit loss amount of the duration.

In order to measure the expected credit losses, the Company while considering the
probability of default (PD) of the borrower/issuer in the next 12 months and the
duration includes the loss given default (LGD) and has it multiplied by the exposure
at default (EAD), taking into account the impact of the time value of money to
calculate the expected credit losses for 12 months and the duration. However, for the
off-balance sheet credit assets, it must be multiplied by the credit conversation factor
(CCF) that is regulated with the "standardized approach" of Basel II.

The probability of default (PD) and loss given default (LGD) used in the impairment
assessment of the Company’s credit business/investment business are adjusted and
calculated according to the internal and external information of each combination
and based on current observable information and forward-looking macro-economic

information (e.g. global economic growth rate, inflation rate, etc.).

The Company assesses the amount of financial asset default risk on the reporting
date. In addition, based on internal and external information, the Company considers
the financial assets to be used within 12 months after the reporting date and the
amount expected to be used in order to determine the default risk exposure amount

for the calculation of the expected credit loss.

There was no significant change in the estimation techniques or material assumptions
that were used in 2020 to assess the expected credit loss. However, the Company
reinforces and increases frequency of monitor control, and modifies models to reflect

the increases in defaults and recoveries.
Consideration of prospective information

The Company uses archive data to analyze and identify the economic factors that
affect the credit risk and expected credit losses of each asset portfolio, and estimates
the impairment parameters after prospective adjustment based on the regression
model or imputation adjustment method. The relevant economic factors and their

impact on PD and LGD vary according to the type of financial instruments.
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The relevant economic factor of credit assets identified by the Company in 2020 was
the economic growth rate. The relevant economic factors of debt instrument
identified by the Company in 2020 were the global economic growth rate and

inflation rate.
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(13) Allowance for loss

Changes in allowances for bad debts related to discount and loan

Changes in the allowances for bad debts related to discounts and loans for the period from January 1 to December 31, 2020 are as

follows:
Expected Expected Impairment difference
credit losses of credit losses of recognized in accordance
the duration the duration with the "Regulations
Expected  Expected (financial (financial Governing the Procedures for
credit credit assets with assets with Banking Institutions to
losses of losses of  non-purchased purchased or Impairment  Evaluate Assets and Deal
Anticipated the duration the duration or originated originated  appropriated with
creditloss in  (collective  (individual credit credit according to Non-performing/Non-accrual
12 months  assessment) assessment) impairment) impairment) IFRS 9 Loans" Total
Beginning balance $341,497 $2,232 $- $121,436 $- $465,165 $1,802,583  $2,267,748
Changes in financial
instruments recognized at the
beginning of the period:
- Converted to expected
credit losses of the (1,042) 402 - - - (640) - (640)
duration
- Converted to financial
assets with credit - (34) - 3,205 - 3,171 - 3,171
impairment
- Converted to 12-month
expected credit loss i (16) i i i (16) i (16)
- Financial assets
derecognized in the current (279,891) (478) - (192,488) - (472,857) - (472,857)
period
Purchased or originated new 81,864 246 : 63,538 - 145648 - 145648
financial assets
Impairment difference
recognized in accordance - - - - - - 890,589 890,589

with the "Regulations
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Governing the Procedures for
Banking Institutions to
Evaluate Assets and Deal
with
Non-performing/Non-accrual
Loans"

Write-off bad debts
Recovered amount after
write-off bad debts

Other changes

Changes in exchange rate
Ending balance

Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Expected

credit losses of credit losses of

the duration

Expected Impairment difference

recognized in accordance

the duration with the "Regulations

Expected  Expected (financial (financial Governing the Procedures for
credit credit assets with assets with Banking Institutions to
losses of losses of  non-purchased purchased or Impairment  Evaluate Assets and Deal
Anticipated the duration the duration or originated originated  appropriated with
creditloss in ~ (collective  (individual credit credit according to Non-performing/Non-accrual
12 months  assessment) assessment) impairment) impairment) IFRS 9 Loans" Total
- - - (277,636) - (277,636) - (277,636)
- - - 393,161 - 393,161 - 393,161
- - - - - - (7,869) (7,869)
$142,428 $2,352 $- $111,216 $-  $255,996 $2,685,303  $2,941,299
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Changes in the allowances for bad debts related to discounts and loans for the period from January 1 to December 31, 2019 are as

follows:

Expected

credit losses
Expected of the

credit losses  duration

of the duration  (financial

Expected  Expected (financial assets with

credit credit assets with  purchased

Anticipated lossesof  losses of non-purchased or

credit loss the duration the duration or originated
in 12 (collective (individual credit credit
months  assessment) assessment) impairment) impairment)

originated appropriated
according to Non-performing/Non-accrual

Impairment difference
recognized in accordance
with the "Regulations
Governing the Procedures for
Banking Institutions to
Evaluate Assets and Deal
with

Impairment

IFRS 9 Loans" Total

Beginning balance $392,388 $41,994 $- $146,477 $-
Changes in financial
instruments recognized at the
beginning of the period:

- Converted to expected
credit losses of the
duration

- Converted to financial
assets with credit
impairment

- Converted to 12-month
expected credit loss

- Financial assets
derecognized in the current
period

]Eurcha_lsed or originated new 201.436 507 (250,573) i
inancial assets

Impairment difference - - - - -

(1,188) 1,054 - (795)

2,897,934

(20) (18)
2 (19) - - -

(251,121)  (41,286)

(17,593)

320

$580,859 $1,786,364 $2,367,223
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(Unless otherwise provided, Unit: NTD Thousand)

Expected
credit losses
Expected of the Impairment difference
credit losses  duration recognized in accordance
of the duration (financial with the "Regulations
Expected  Expected (financial assets with Governing the Procedures for
credit credit assets with  purchased Banking Institutions to
Anticipated losses of  losses of non-purchased or Impairment  Evaluate Assets and Deal
credit loss the duration the duration or originated  originated appropriated with
in 12 (collective (individual credit credit according to Non-performing/Non-accrual
months  assessment) assessment) impairment) impairment) IFRS9 Loans" Total
recognized in accordance
with the "Regulations
Governing the Procedures for
Banking Institutions to
Evaluate Assets and Deal
with
Non-performing/Non-accrual
Loans"
Write-off bad debts - - - (2,986,217) - (2,986,217) - (2,986,217)
Recovered amount after
Write-off bad debis - - - 332,203 - 332,203 - 332,203
Other Changes - - - - - - - -
Changes in exchange rate - - - - - - (4,256) (4,256)
Ending balance $341,497 $2,232 $- $121,436 $-  $465,165 $1,802,583 $2,267,748
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Changes in the total book value of discount and loan

Changes in the total book value for the period from January 1 to December 31, 2020 are as follows:

Expected
credit losses
Expected of the

credit losses duration

of the duration  (financial

Expected  Expected (financial assets with

credit credit assets with  purchased

losses of  losses of non-purchased or
Anticipated the duration the duration or originated  originated
credit loss in  (collective (individual credit credit
12 months  assessment) assessment) impairment) impairment) Total

Beginning balance $156,744,815  $595,799 $- $277,812 $- $157,618,426
Converted to expected credit losses of the duration (438,692) 356,533 - - - (82,159)
Converted to financial assets with credit impairment - (11,854) - 11,315 - (539)
Transferred out from the financial assets with credit impairment 6,245 (7,658) - - - (1,413)
Discount and loan assessed collectively - - - - - -
Originated or purchased discounts and loans 110,317,437 377,865 - 96,953 - 110,792,255
Write-off bad debts - - - (277,636) - (277,636)
Derecognition (80,125,708)  (226,317) - 145,620 - (80,206,405)
Changes in the revisions that do not cause derecognition - - - - - -
Other Changes - - - - - -
Ending balance $186,504,097 $1,084,368 $- $254,064 $- $187,842,529
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Changes in the total book value for the period from January 1 to December 31, 2019 are as follows:
Expected credit

Expected Expected Expected credit losses of the
credit losses credit losses losses of the duration duration (financial
of the of the (financial assets with assets with
Anticipated duration duration non-purchased or purchased or
credit lossin  (collective  (individual originated credit originated credit
12 months  assessment) assessment) impairment) impairment) Total
Beginning balance $150,797,346  $3,461,185 $- $338,444 $-  $154,596,975
Converted to expected credit losses of the duration (337,536) 258,937 - (3,040) - (81,639)
Converted to financial assets with credit impairment (13,200) (5,907) - 2,911,156 - 2,892,049
Transferred out from the financial assets with credit 7,707 (9,194) - - (1,487)
impairment
Discount and loan assessed collectively - - - - - -
Originated or purchased discounts and loans 93,863,069 179,197 - 108,859 - 94,151,125
Write-off bad debts - - - (2,986,217) - (2,986,217)
Derecognition (87,572,571) (3,288,419) - (91,390) - (90,952,380)
Changes in the revisions that do not cause - - - - - -
derecognition
Other Changes - - - - - -
Ending balance $156,744,815  $595,799 $- $277,812 $-  $157,618,426
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Changes in expected credit losses of the financial assets - debt instrument measured at fair value through other comprehensive income by

the Company are as follows:

~ Expected credit losses Expected credit losses  Financial assets with

of the duration

of the duration

credit impairment

Financial assets measured at fair value through other Anticipated credit (collective (individual (expected credit
comprehensive income - allowance for losses loss in 12 months assessment) assessment) losses of the duration) Total
Expected credit losses on January 1, 2020 $32,546 $104,030 $- $- $136,576
Changes arising from the recognition of financial instruments on January 1, 2020
Converted to expected credit losses of the duration (7,302) 547,419 - - 540,117
Converted to financial assets with credit impairment - - - - -
Converted to 12-month expected credit loss - - - - -
Financial assets derecognized in the current period (4,341) (79,581) - - (83,922)
Purchased or originated new financial assets 9,578 - - - 9,578
Changes in model/risk parameters 7,594 3,164 - - 10,758
Other changes and exchange rate changes (1,068) (1,298) - - (2,366)
Expected credit losses on December 31, 2020 $37,007 $573,734 $- $- $610,741
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Expected credit losses Expected credit losses Financial assets with

Anticipated credit of the duration of the duration credit impairment
Financial assets measured at fair value through other loss in 12 months (collective (individual (expected credit
comprehensive income - allowance for losses assessment) assessment) losses of the duration) Total
Expected credit losses on January 1, 2019 $32,972 $79,056 $- $- $112,028
Changes arising from the recognition of financial instruments on January 1, 2019
Converted to expected credit losses of the duration (486) 24,449 - - 23,963
Converted to financial assets with credit impairment - - - - -
Converted to 12-month expected credit loss - - - - -
Financial assets derecognized in the current period (5,698) - - - (5,698)
Purchased or originated new financial assets 5,388 8,794 - - 14,182
Changes in model/risk parameters 909 (6,656) - - (5,747)
Other changes and exchange rate changes (539) (1,613) - - (2,152)
Expected credit losses on December 31, 2019 $32,546 $104,030 $- $- $136,576
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Changes in the total book value of the Company’s financial assets - debt instrument measured at fair value through other comprehensive

income are further explained as follows:

Financial assets with

Expected credit Expected credit credit impairment

losses of the duration losses of the duration  (expected credit
Financial assets measured at fair value through other Anticipated credit (collective (individual losses of the
comprehensive income - total book value loss in 12 months assessment) assessment) duration) Total
Total book value on January 1, 2020 (Note) $43,244,481 $1,929,367 $- $- $45,173,848
Converted to expected credit losses of the duration (5,012,696) 4,740,147 - - (272,549)
Converted to financial assets with credit impairment - - - - -
Transferred out from the financial assets with credit - - - - -
impairment
Financial assets assessed collectively - - - - -
Purchased or originated new financial assets 7,823,112 - - - 7,823,112
Financial assets derecognized in period (9,605,812) (1,477,358) - - (11,083,170)
Changes in the revisions that do not cause derecognition - - - - -
Other changes and exchange rate changes (1,139,564) (24,065) - - (1,163,629)
Total book value on December 31, 2020 (Note) $35,309,521 $5,168,091 $- $- $40,477,612

Note: The total book value does not include evaluation adjustments.
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Expected credit losses Expected credit losses Financial assets with

of the duration of the duration credit impairment
Financial assets measured at fair value through other Anticipated credit (collective (individual (expected credit
comprehensive income - total book value loss in 12 months assessment) assessment) losses of the duration) Total
Total book value on January 1, 2019 (Note) $52,183,475 $1,365,139 $- $- $53,548,614
Converted to expected credit losses of the duration (461,497) 452,009 - - (9,488)
Converted to financial assets with credit impairment - - - - -
Transferred out from the financial assets with credit impairment - - - - -
Financial assets assessed collectively - - - - -
Purchased or originated new financial assets 7,900,013 139,884 - - 8,039,897
Financial assets derecognized in period (15,727,345) - - - (15,727,345)
Changes in the revisions that do not cause derecognition - - - - -
Other changes and exchange rate changes (650,165) (27,665) - - (677,830)
Total book value on December 31, 2019 (Note) $43,244,481 $1,929,367 $- $- $45,173,848

Note: The total book value does not include evaluation adjustments.
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(14)

(15)

(Unless otherwise provided, Unit: NTD Thousand)

The allowance for loss of the Company’s receivables is measured with the expected
credit loss amount of the duration. The assessment of the allowance for loss on
December 31, 2020 and 2019 is described as follows:

The Company’s receivables are not overdue. Counterparties are groups with the
considerations of their credit rating, regional, and industrial factors. Also, measure
the allowance for loss with the provision matrix. For the total book value were NTD
919,646 thousand and NTD 1,300,468 thousand, the allowance for loss is measured
with an expected credit loss rate of 0%~5%, so it is for an amount of NTD 28,316
thousand and NTD 30,018 thousand.

Changes in allowances or loss of notes and accounts receivables of the Company in
2020 and 2019 are as follows:

Receivables
2020.1.1 $30,018
Amount appropriated (reversed) for the period (8,511)
Write-off amount (1,702)
Recovery of write-off amount 8,511
2020.12.31 $28,316
2019.1.1 $34,687
Amount appropriated (reversed) for the period (13,952)
Write-off amount (388)
Recovery of write-off amount 9,671
2019.12.31 $30,018

The Company’s financial assets with the maximum credit risk exposures as of
December 31, 2020 and 2019 amounted to NTD 229,181,773 thousand and NTD
203,536,045 thousand, respectively, which include financial assets measured at fair

value through other comprehensive income and discounts and loans.

The maximum credit risk exposure amount of the financial instruments that are not

subject to impairment requirements is as follows:

2020.12.31 2019.12.31
Financial assets measured at FVTPL
- Debt instruments $36,342,634 $29,056,073
- Derivatives 7,369 8,805
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(16) Collateral and other credit enhancements

The Company adopts a series of policies and measures for the credit business to

reduce credit risk, one of the commonly uses methods is to request the borrower to

provide collateral. For the collateral assessment management and loan collateral
value calculation, the Company has procedures for the range of collateral collected,
the valuation, management, and disposal of collateral formulated to ensure loans.

The main types of collateral for the Company’s financial assets are as follows:

- Real estate mortgage: The loan amount is set separately according to the location
of the real estate. For larger amount or special products, the public appraisers are
entrusted to perform price evaluation.

- Stocks: The reasonable loan amount and evaluation criteria are formulated by the
conditions of listing, OTC, emerging market, and unlisted stocks.

- Movable property: An appropriate loan amount is determined according to the
nature of disposition and cost.

- Certificate of Deposit: Mainly refers to the Bank’s certificate of deposit in foreign
currency.

- Credit insurance: It is handled with credit insurance for small and medium-sized
enterprises.

- Rights pledge: Special rights, such as, land rights and creditor’s rights are judged
separately on a case-by-case basis.

For the credit preservation and collateral clauses in the credit contract, it is clearly
defined that upon the occurrence of a credit event, the borrowing amount can be
reduced and the borrowing repayment period can be shortened or deemed as expired

entirely in order to reduce credit risk.

The collateral of other non-credit business is subject to the nature of the respective
financial instrument. Only asset-based securities and other similar financial

instruments are secured by a group of asset-based financial instruments.
The Company’s collateral policy has no significant change occurring on the balance

sheet date and there has been no significant change in the quality of the overall
collateral.
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The Company closely observes the value of collateral for financial instruments and
considers the impairment to be appropriated for the financial assets with credit

impairment occurred. The financial assets with credit impairment are as follows:

Total exposure

Total book  Provision for
(cost after

value impairment o
amortization)
Impaired financial assets:
Discounts and loans $148,463 $39,471 $108,992
Total financial assets with
impairment $148,463 $39,471 $108,992

4. Liquidity risk

(1)

()

Sources and definitions of liquidity risk

The definition of the Company's liquidity risk refers to the possible financial losses
due to the inability to liquidate assets or obtain loans to have the funds needed to
repay the soon-to-expire financial liabilities, such as depositors terminating deposits
before the maturity date, worsening of financing channels and conditions for
inter-bank lending due to specific market influences, the worsening of debtor's credit
default leading to abnormal recovery of funds, and the difficulty for realization of
financial instruments. The aforementioned circumstances may weaken the
Company’s source of cash for financial activities, such as, loans, trading, and
investment. In an extreme situation, the lack of liquidity may result in a decline in the
position of the balance sheet, the sale of the asset, or the failure in meeting the
borrowing commitment. Liquidity risk exists in the inherent risks of all banking
operations and may be affected by various industry-specific or market-wide events,
including but not limited to: credit events, mergers or acquisitions, systemic impact,

and natural disasters.

Liquidity risk management policy

The liquidity management procedures of the Company are executed separately in the
Finance Department and the Risk Management Department. However, the branches
are required to notify the Finance Department of the funding gap for the unified
control of the Finance Department and are monitored by the independent Risk
Management Department. The procedures include:

1) Schedule daily finds, monitor future cash flows to ensure the fulfillment of

various needs.
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Maintain an appropriate amount of high liquidity assets that can be easily
realized to buffer unforeseen and unexpected events that may interrupt cash
flow.

Monitor the liquidity ratio of the consolidated balance sheet in accordance with
the internal management purposes and external regulatory requirements.

The monitoring process is based on the measurement and speculation of the
flow of funds one day and one month in the future (such period is used by the
Company for the management of liquidity risk). The estimation of future cash
flows begins with an analysis of the contractual maturity date of financial
liabilities and the expected cash realization date of financial assets. The Risk
Management Department of the Company also monitors the extent and pattern
of contingent liabilities, such as mid-term and long-term borrowing

commitments, discount quotas, and guarantee letters.

Relevant information is regularly reported to the Company's Risk Management

Committee and the Board of Directors.

(3) Regarding the financial liabilities held for the purpose of managing the liquidity risk,

the due date of the Company's financial liability contracts is summarized in the table

below. The amounts disclosed in the table are based on the contractual cash flows, so

the amount disclosed in some of the projects does not correspond to the related items

on the consolidated balance sheet.

2020.12.31

Non-derivative
financial liabilities
Deposits from the
Central Bank and other
banks

Funds borrowed from
Central Bank and other
banks

Bills and bonds sold
under repurchase
agreements

Deposits and
remittances

Lease liabilities (Note)

Derivative financial
liabilities

Derivative financial
liabilities measured at
FVTPL

Not more
than one 3months~1  More than
month 1~3 months year one year Total

$21,117,468 $- $- $-  $21,117,468
- 895,450 12,200 - 907,650
15,960,934 4,030,000 2,000,000 - 21,990,934
18,926,629 26,012,870 84,603,398 97,604,300 227,147,197
6,554 13,094 53,479 239,561 312,688
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Not more
than one 3months~1  More than
month 1~3 months year one year Total
Foreign exchange
derivatives
Cash outflow $649,739 $- $- $- $649,739
Cash inflow 636,677 - - - 636,677
Net cash flow $(13,062) $- $- $- $(13,062)
2019.12.31
Not more 1~3 months 3 months~1  More than Total
than one year one year
month
Non-derivative
financial liabilities
Deposits from the $13,781,199 752,650 $- $- $14,533,849
Central Bank and other
banks
Funds borrowed from 1,655,830 - - - 1,655,830
Central Bank and other
banks
Bills and bonds sold 23,250,020 4,968,000 - - 28,218,020
under repurchase
agreements
Deposits and 14,560,130 17,853,339 74,421,043 84,977,802 191,812,314
remittances
Lease liabilities (Note) 6,286 12,572 53,825 157,609 230,292
Derivative financial
liabilities
Derivative financial
liabilities measured at
FVTPL
Foreign exchange
derivatives
Cash outflow $2,084,482 $- $- $-  $2,084,482
Cash inflow 2,078,480 - - - 2,078,480
Net cash flow $(6,002) $- $- $- $(6,002)

Note: 1. Further information on the maturity analysis of the lease liabilities is

provided in the following table:
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Lease liabilities Period to expiry
Less than 1
year 1~5years 6~10years 10~15years Total
2020.12.31 $73,127 $173,681 $65,880 $-  $312,688
2019.12.31 $72,683 $134,397 $23,212 $-  $230,292
Market Risk

(1) Source and definition of market risk

)

Market risk refers to the loss of the positions that may occur on and off the balance

sheet due to the changes in market prices. The so-called market price refers to interest

rate, exchange rate, stock price, and product price.

The Company shall classify the holding position into a trading book and a banking

book according to its purpose. The market risks faced by each position can be divided

into four risk categories: interest rate, equity securities, foreign exchange, and

product.

1)

2)

3)

The "trading book" includes the position of the financial products (including

goods and derivative financial products) and physical products held for the

purpose of trading or for the risk hedging of the trading book position. The term

"trading purpose" stated in the preceding paragraph refers to the intention of a

short-term gain or to generate or secure the arbitrage from actual or expected

short-term price fluctuations.

Financial products and physical products that are not held for the

aforementioned purpose are within the scope of the "banking book."

Market risk management scope:

i.  For interest rates and equity securities, it is only necessary to compute the
capital needed for market risk of the trading book.

ii. For foreign exchange and products, it is necessary to compute the capital
needed for all market risks.

Market risk management strategy

1)

2)

3)

Market risk management strategies should be documented to explain market risk
management objectives and to ensure consistency in market risk management of
the Bank.

The market risk management strategies shall be appropriately adjusted in
response to the Company's operating environment and changes in risk. They
shall also be in line with the Company's business strategies and objectives, and
cover all key market risks associated with the business.

The market risk management strategies shall include at least the following:

I.  Market risk measurement methods: including qualitative and quantitative
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methods.

Market risk monitoring methods: such as limits management, stop-loss
mechanism, etc.

The Company shall establish an approval hierarchy and regulate the

standard operating procedure for overrun.

(3) Market risk management process

The market risk management process includes risk identification, measurement,

communication, and monitoring. The Company shall effectively identify, measure,

communicate, and monitor market risks associated with all major trading products,

trading activities, processes, and systems.

1)

2)

Risk identification

The so-called market risk factor refers to the market ratio and price that
influence the price of the position. The Company's risk measurement
system should have sufficient risk factors to measure the risks in the on-
and oftf-balance sheet trading position.

For any structured financial product, the market risk factors of each part
should be identified in order to provide the basis for a correct measurement
of the market risk exposure of the structured product.

The selection of risk factors includes interest rates, exchange rates, equity
securities prices, and product prices.

Each unit of the Company shall identify the market risk in business

activities or financial products.

Risk measurement

The risk management personnel of the Company’s business trading units
shall establish reasonable verification and control procedures for the
sources of market data, such as, product market price, interest rate, and
exchange rate.

When risk management personnel of the business transaction units measure
market risk, they should consider the market liquidity risk caused by
insufficient market depth, low market transparency, or market disorder.
The risk management personnel of the financial transaction unit shall
evaluate the trading position base on the market price at least once a day.
All model parameters should be evaluated daily if the model is used for
evaluation.

The Company should develop a procedure for measuring the overall
position risk exposure according to the scale and complexity of the
portfolio held to avoid excessive concentration of the investment portfolio

on a certain risk factor. When performing risk measurement, the individual
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3)

4)

risk of the subject matter of the transaction and the possible risk dispersion
effect should be taken into account upon evaluating the volatility and
correlation of the subject matter of the transaction. And a position with
poor liquidity or insufficient market price transparency should be evaluated
conservatively in order to fully assess the market risks faced by the

Company.

Risk communication

Internal report

(1) Market risk reports shall regularly provide accurate, consistent, and
timely information to senior executives as a reference for their
decisions.

(i) The Company should establish various operating procedures to ensure
that overruns and exceptions (e.g. violations of policies and
procedures) can be immediately reported to the governing
management.

External disclosure

(1) The market risks faced by the Company should be fully disclosed.

(if) The computed capital of the following risks should be disclosed:
Interest rate risk, equity securities risk, foreign exchange risk, and
product risk.

(iii) The extent of information disclosure should be in line with the scale,

risk profile, and complexity of the Company's sales operations.

Risk monitoring

Each business unit of the Company shall establish a transaction limit
system, which shall be controlled by the risk management personnel on a
daily basis. If there is a lack of risk management, such as, overrun or other
special circumstances, it shall be reported in due course to facilitate the
adoption of the response measures.

The status of the transaction shall be monitored immediately and
comprehensively, such as whether the changes in position, changes in
profit or loss, trading patterns, and subject matter of the transaction are
within the scope of business authorization.

Information needed for the review of financial products valuation should
be obtained by the Company externally or through a channel other than the
trading unit in order to avoid manipulation of price data due to conflicts of
interest.

Information needed for the review of financial products valuation should

be obtained by the Company externally or through a channel other than the
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trading unit in order to avoid manipulation of price data due to conflicts of

interest.

The Company shall stipulate the limits management, stop-loss mechanism,

and overrun process to effectively monitor market risks.

() Limits management
The responsible business department shall set the limits for financial
product transactions according to the product characteristics and
authorization hierarchy, such as, traders, risk category, counterparty's
trading position limits, stop-loss limits, etc.

(if) Stop-loss mechanism
The responsible business department shall establish a clear stop-loss
mechanism and implement it to effectively control the loss within the
expected range.

(iii) Overrun processing
The responsible business department shall clearly establish a defined
limit and overrun mechanism and implement it to effectively handle

the extraordinary cases.

(4) Trading book risk management policy

Financial transactions should be divided into trading books and banking books

according to the intention of holding, which are defined as follows:

1)

2)

The scope and definition of the trading book: The trading book includes the

position held for the purpose of trading or risk hedging of the trading book. The

position must be free from any contractual restrictions in trade, or the risk can be

completely hedged. The positions included in the trading book are summarized

as follows:

iii.
iv.

The positions held for earning a profit from the actual or expected spread.
The positions held for earning a profit from other price changes.

The position held due to engaging in the brokerage and trade business.
The position held to offset all or most of the risks of another asset position
or portfolio on the trading book.

All positions that can be traded within the predetermined investment

amount.

Trading Book Authorization Projects:

Monetary market transactions: short-term bill (bond) within one year.
Capital market transactions: More than one year government bonds,
corporate bonds, financial bonds, beneficiary securities, asset

securitization bonds, stocks, various types of fund beneficiary certificates,
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and convertible corporate bonds.

iii. Derivative financial product transactions: including exchange rates,
interest rates and stocks, etc.

iv. Foreign exchange market transactions: foreign exchange spot, swap,

forward foreign exchange, and forward rate agreement.

Evaluation mechanism of the transaction book:

The evaluation mechanism of the Company's trading book position shall be
handled by the risk management personnel who are independent of the trading
desk. The trading book position shall be valued on a daily or weekly basis in
accordance with the "Market to Market Method" with information from an
independent source and readily available, such as, exchange prices, electronic
screen quotes, or quotes from independent brokers, which should be presented

to the Board of Directors for approval and future reference.

Management specifications and procedures for the position limits, monitoring,
early warning, stop-loss, and reporting: It should be handled in accordance with
the Group's "Regulations Governing Market Risk," "Regulations Governing
Security Investment," "Regulations Governing Derivatives Transactions,"
"Regulations Governing Foreign Exchange Business," "Regulations Governing
Loans Business," "Interest Rate Risk Management Policy," "Liquidity Risk

Management Policy," and other relevant regulations.

(5) Management of interest rate risk in banking book

1)

Management strategy and process

Make adequate adjustment to respond to the changes in the Company's
operating environment and the changes in risks. Maintain the Company's
operational strategies and deepen the Company's operations. Enhance the
performance of the Bank's asset portfolio. Assess the impact of changes in
interest rate on economic value or earnings. Establish the interest rate risk in
banking book control mechanism in accordance with the "Regulations
Governing Interest Rate Risks in Banking Book," which is implemented in
accordance with the procedures of identification, measurement, communication,
and monitoring, so that the interest rate risk is maintained at an appropriate
level. Consistency of objectives and coverage of all important interest rate risks

in banking book associated with the business.
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2)

3)

Management organization and structure

A

The Board of Directors is the highest decision-making authority of the
Company's interest rate risk in banking book management and bears
ultimate responsibility for the Company's interest rate risk in banking book.
The Asset and Liability Management Committee is responsible for
assessing the Company's operating performance, capital position, asset and
liability risk position and interest rate sensitivity, as well as researching and
adjusting the best ratio of various assets and liabilities, and evaluating the
Company's deposit and loan interest rate pricing strategy.

he Risk Management Committee is responsible for implementing the
interest rate risk in banking book management decisions approved by the
Board of Directors, coordinating the interest rate risk in banking book
management matters, and continuously monitoring the performance of risk
management.

The Risk Management Department is the exclusive unit for the Company's
interest rate risk in banking book management. It is responsible for
planning, establishing, and integrating the Company's interest rate risk in
banking book management operations, and implementing the Bank's overall
interest rate risk in banking book management and monitoring work in order
to assess the impact of changes in interest rate on the economic value or
earnings. Also, regularly aggregating the Bank's interest rate risk in banking
book management information and then report it to the Risk Management
Committee and the Board of Directors, and disclose risk management
information according to the regulations of the competent authorities.

The business units in the head office are responsible for setting and
managing the respective regulations and operating procedures for the
interest rate risks in banking book, and assisting the Risk Management
Department to manage the interest rate risk position related to their
business.

All units (including business units) of the Company are responsible for
identifying the interest rate risks in the banking book, cooperating with the
implementation of the interest rate risk in banking book management
decisions, and adopting the risk offset treatment method or response
measures approved by the President to operate and adjust the interest rate

risk exposure position on and off the balance sheet.

Risk reporting/measurement system scope, characteristics, and frequency

The Company makes the "Impact of Changes in Standard Interest Rate of

Banking Book Position on Economic Value and Legal Capital Ratio" the
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monitoring and management index to control the Company's interest rate risk in
the banking book within the tolerance, and reports it to the Risk Management
Committee on a monthly basis. Analyze the changes and compare them to the
conditions of the last month. Provide executives with correct, consistent, and
prompt information as a reference for their decision-making and have it
disclosed in the risk control report to the Board of Directors on a quarterly basis.
The content and scope of the risk control report are as follows: (I) Measurement
indicators: 1. Earnings perspective (interest rate risk warning and reporting) 2.
Economic value (Impact of Changes in Standard Interest Rate of Banking Book
Position on Economic Value and Legal Capital Ratio); (II) Stress test: (1) the
impact of changes in interest rate on the next year "earnings" (2) the impact of
changes in interest rates on economic value. The Information Department and
the business units are to provide the information of relevant electronic files or
written materials to the Risk Management Department in order to effectively
grasp the overall risk position and to provide appropriate risk measurement
results in order to assist with the interest rate risk in banking book management.

Risk hedging/risk-reducing policies and strategies and processes for keeping the
monitoring and hedging/reducing risk tools effective continuously.

When handling banking book interest rate risk related businesses and
transactions, assess the probability of occurrence of the event or transaction loss
and the severity of the loss. Also, adopt countermeasures, such as, risk hedging,

risk reduction or transfer, risk control, and risk endurance.

In case of special circumstances that may seriously affect the Company's
earnings or economic value, the Risk Management Department or the business
units in the head office shall report it to the President and adopt appropriate risk
offset methods or response measures to reduce the banking book interest rate

sensitivity net impacted position or increase the Company's capital.

(6) Market risk assessment

1)

Stress test

The stress test is used to assess the Company's risk tolerance ability under a
stress scenario so that the Company is able to develop specific and feasible
hedging strategies and response plans in order to monitor possible changes in
risk conditions under various scenarios. Also, the Board of Directors and the
executives are authorized to determine whether the Company's risk exposure is

suitable for its risk appetite. This serves as one of the important tools for
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identifying, measuring, and controlling capital adequacy and liquidity planning

decisions.

* The Company has investments classified according to the investment

A

classification principle:

Domestic and foreign bonds and bills and equity investments in banking

books

a. Domestic bond investment: The book value on the base date is treated
as the exposure at default (EAD) and included for calculation. The
default rate (PD) is calculated according to the risk linked indicator
and referring to the default rate table, and the loss given default (LGD)
is divided into with and without guarantee, which are estimated
separately by referring to the experience of recovery.

b. Domestic equity investment: The book value on the base date is
treated as the exposure at default (EAD). The probability of default
(PD) is estimated by referring to the stress test of the credit risk of the
credit position, and the loss given default (LGD) is estimated at 100%
since the probability of recovery is very small.

c. Foreign bills and bonds and equity investments: The assets related to
foreign bill and bond investments and equity investments has a fixed
loss rate (PD*LGD) given to calculate the expected losses under stress
scenario. Among them, sovereign state-based risk is mainly based on
its external rating results to give a default rate, and stress tests are only
conducted for more serious scenarios. Otherwise, counterparties are
given a different probability of default (PD) depending on whether the
counterparties belong to the financial industry. For the calculation of
the exposure at default, the investment position is calculated on the
basis of the book value.

Securities and derivative products transactions in the trading book

Based on the current calculation of the market risk stress test of the second
pillar, the Company uses market risk factor sensitivity analysis to calculate
the impact on profit or loss arising from asset impairment due to the
changes in risk factors, including equity security, interest rates, gold and
exchange rates, products, and credit-derived products. The changes in each
risk factor lead to different benefits and losses in depending on the severity
of scenarios. Among all risk factors and domestic and foreign scenarios,
there may be loss in certain parts of the position while gains in other parts

under the same scenario. The greatest loss resulted from the fluctuation of
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2)

scenario is deemed as the estimated loss in the stress scenario.

Sensitivity Analysis

Test items: For the main trading book positions in different markets, the listed

scenario test is carried out if the computed market risk capital of the position

accounts for more than 5% of the total market risk capital.

A

Interest rate risk
Shifted downward/upward by 100 base points on December 31, 2020, the
Company's net profit or loss would increase/decrease by NTD 2,294,100

thousand.

Exchange rate risk

Other things being equal, if the major currency exchange rates on
December 31, 2020 were relatively appreciated/depreciated by 3%, the
Company's net profit or loss before tax would increase/decrease by NTD
25,942 thousand. The main currencies are the USD, EUR, and JPY.

Equity securities price risk
Other things being equal, if the price of equity securities on December 31,
2020 were relatively increased/decreased by 15%, the Company's net profit

or loss before tax would increase/decrease by NTD 1,425,653 thousand.

D. Sensitivity analysis is compiled as follows:

2020
Market Affected | Minimum capital
Scenario profitorloss| computed for | Percentage
category -
amount market risk
Major stock markets 0
Equity +15 04 $1,425,653 47.84%
market Major stock markets o
15 % (1,425,653) -47.84%
Main interest rate 0
Interest rate +100bp (2,294,100) -16.97%
market Main interest rate 0
-100bp 2,294,100 $2.980.350 76.97%
Foreign Main currency +3% 25,942 0.87%
exchange .
market Main currency -3 % (25,942) -0.87%
Product Product price +15% - 0.00%
market Product price -15 % - 0.00%
General Main stock markets 0
scenario -15%, main interest (3,693,811) -123.94%

341




Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Market _ Af_fected Minimum capital
category Scenario profit or loss computed_ for | Percentage
amount market risk
rates +100bp, main
currencies +3%,
product prices -15%
2019
Market _ Affected Minimum capital
category Scenario profitor loss| computed for | Percentage
amount market risk
Major stock markets
Equity +15 % $855,591 39.90%
market Major stock markets
15 % (855,591) -39.90%
Main interest rate 0
Interest rate +100bp (2,009,633) -93.72%
market Main interest rate 2009 633 93.72%
-100bp e '
Foreign Main currency +3% 8,486 $2,144.399 0.40%
XChange | Main currency -3 % (8,486) 0.40%
Product Product price +15% - 0.00%
market Product price -15 % - 0.00%
Main stock markets
General -15%, main intere_st
. rates +100bp, main (2,856,738) -133.22%
scenario .
currencies +3%,
product prices -15%

(7) Exchange rate risk concentration information

The Company's foreign currency financial assets and liabilities with significant

impact are as follows:

2020.12.31 2019.12.31
Foreign Foreign
currency  Exchange currency  Exchange
(thousand) rate NTD (thousand) rate NTD
Financial assets
Monetary items
usbD $1,697,479 28.51 $48,391,730 $1,574,328 30.11 $47,396,726
HKD 28,660 3.68 105,398 96,000 3.87 371,138
AUD 50,409 2197 1,107,674 16,974 21.10 358,111
JPY 2,429,822 0.28 671,846 2,481,013 0.28 687,241
EUR 2,618 35.05 91,765 4,136 33.73 139,517
RMB 306,196 438 1,341,998 649,292 4.32 2,807,344
Non-monetary items - - - - - -
Financial liabilities
Monetary items
usbD $1,454,548 28.51 $41,466,264 $1,438,479 30.11 $43,306,861
HKD 9,920 3.68 36,482 10,835 3.87 41,890
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Non-monetary items
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2020.12.31 2019.12.31
Foreign Foreign
currency  Exchange currency  Exchange
(thousand) rate NTD (thousand) rate NTD
50,408 2197 1,107,659 53,336 21.10 1,125,285
816,715 0.28 225,822 1,197,931 0.28 331,827
2,629 35.05 92,140 4,179 33.73 140,951

290,529 438 1,273,329 297,901 4.32 1,288,033

(8)

Due to the wide variety of foreign currencies of the Company, it is impossible to
disclose the exchange gains and losses information of monetary financial assets and
financial liabilities by each foreign currency with significant impact. The Company's
foreign currency exchange gains and losses from January 1 to December 31, 2020
and 2019 were NTD (134,144 thousand) and NTD 181,050 thousand, respectively.

Others

In the year 2020, due to the outbreak of the COVID-19 and the unstable economic
environment in the domestic and overseas markets, the credit risk of the Company's
domestic credit assets and various financial instruments in foreign countries
increased, the Company considered the impact in preparing the financial statements.
However, it is assessed that the epidemic has no material impact on the Company’s

financial condition, ability of going concern, and impairment of assets.

XV. Capital Management

1.

Overview

In response to the trend of capital management, the Company's overall business

monitoring indicators are established to match the business development strategy and to

reflect the overall risk situation. The various capital management indicators of the

Company are as follows:

1)
)
3)
(4)

The Bank's overall capital adequacy ratio shall not be less than 10.5%.

Category I capital shall not be less than 8.5% of the total risk assets.

The common stock equity shall not be less than 7.0% of the total risk assets.

The total business reserve and allowance for bad debt as stated in Category II capital
with a credit risk standard adopted shall not exceed 1.25% of the total amount of
credit risk and weighted risk assets.
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Capital management procedure

(1) The Company's capital management objectives are based on the "Legal Capital":

)

Legal Capital Management Objectives: To meet the legal capital requirements of the

supervisory authority, set the Company's capital adequacy ratio target, and ensure that

the Company can operate safely and steadily.

Legal capital management

1)

2)

Demand legal capital

The Company uses the "the Methods for calculating Bank's regulatory capital
and Risk Weighted Assets" (hereinafter referred to as the "calculation methods")
that is issued by the competent authority to calculate the unanticipated losses
arising from the credit risk, market risk, and operational risk under the existing
assets and operating conditions, and compute the relative capital in response to

the situation accordingly.

Legal capital available

The Company's legal capital available is based on the rules published by the
competent authorities to have the Company's capital classified by its source and
characteristics as follows:

A. Category I capital:

(@) Refers to the common stock equity net of the intangible assets, the
deferred income tax assets arising from the losses of previous years,
the business reserve and the insufficient appropriation of the
allowance for bad debt, the revaluation increments of real estate, the
unamortized loss of the bad debts sold, and other legal adjustment
items specified and stipulated according to the calculation methods.
Common stock equity: Includes common stock and its share
premium, advance capital, additional paid-in capital, legal reserve,
special reserve, accumulated profit or loss, non-controlling equity,
and other equity items.

(b) Other Category I capital other than common stock equity: Includes
perpetual non-cumulative preferred stock and its share premium,
non-cumulative subordinated bonds without a maturity date,
perpetual non-cumulative preferred stock and its share premium
issued by the subsidiaries that are not directly or indirectly held by
Bank, and non-cumulative subordinated bonds without a maturity
date.
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B. Category II capital: Includes perpetual cumulative preferred stock and its
share premium, cumulative subordinate bonds without
a maturity date, convertible subordinate bonds,
long-term subordinate bonds, non-perpetual preferred
stock and its share premium, real estate's first-time
adoption of IAS, increase of retained earnings arising
from the fair value or the revaluation value used as the
cost, the valuation increments arising from the
subsequent measurement of the investment real estate
at the fair value and 45% of the unrealized benefits of
the financial assets measured at fair value through
other comprehensive income, business reserve and
allowances for bad debts, perpetual cumulative
preferred stock and its share premium issued by the
subsidiaries that are not directly or indirectly held by
the Bank, and cumulative subordinated bonds without
maturity date, convertible subordinate bonds,
long-term subordinate bonds, and non-perpetual
preferred stock and its share premium.

The allowance for bad debt included in Category II capital in the preceding

paragraph refers to the amount that the Bank's allowance for bad debt exceeding

the estimated loss of the Bank based on historical losses.

3) The management of legal capital is to convert the unanticipated losses of each
risk to the total amount of risk assets, and then divide the legal capital available
by the total amount of the risk assets to calculate the capital adequacy ratio. The
basic objective is to ensure that the Company's capital adequacy ratio is higher

than the mandatory legal ratio.

(3) Capital Adequacy
The Company's qualified regulatory capital ratio and risk assets ratio on December
31, 2020 and 2019 were 16.15% and 15.06%, respectively. These were in line with

the capital management regulations of the competent authorities.

XVI. Supplementary Disclosure
1. Information on significant transactions
(1) Cumulative purchased or sales of the same securities totaling NTD 300 million or
more than 20% of the paid-in capital: Table 1.
(2) Acquisition of real estate totaling NTD 300 million or more than 10% of the paid-in
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(4)

()

(6)

(7)

(8)

(9)
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capital: Table 2.

Disposal of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: None.

Discount of service charges in transaction with related party totaling more than NTD
5 million: None.

Receivables from related party totaling NTD 300 million or more than 10% of the
paid-in capital: None.

Information regarding sale of non-performing loan: None.

The types of securitized products and related information applied and approved for
process according to the "Financial Assets Securitization Act" or the "Clauses of the
Real Estate Securitization Act": None.

Business relationships or significant transactions and amounts between parent
company and subsidiaries and among subsidiaries: None.

Other important transactions sufficient to affect the decision-making of financial

statements users: None.

Information on reinvestment and total shareholding

(1)
(2)
(3)
(4)
()

(6)
(")

(8)

(9)

Information on reinvestment: Please refer to Table 3.

Loaning to others: Please refer to Table 4.

Endorsements/guarantees to others: None.

Marketable securities held at the end of the period: Please refer to Table 5.
Cumulative amount of the stock of the same investee purchased or sold totaling NTD
300 million or more than 10% of the paid-in capital: None.

Information on trading in derivative instruments: None.

Acquisition of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: None.

Disposal of real estate totaling NTD 300 million or more than 10% of the paid-in
capital: None.

Discount of service charges in transaction with related party totaling more than NTD

5 million: None.

(10) Receivables from related party totaling NTD 300 million or more than 10% of the

paid-in capital: None.

(11) Information regarding sale of non-performing loan: None.

(12) The types of securitized products and related information applied and approved for

process according to the "Financial Assets Securitization Act" or the "Clauses of the

Real Estate Securitization Act": None.

(13) Other important transactions sufficient to affect the decision-making of financial

statements users: None.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

3. Setting up branches and investments in Mainland China

No such event.

4. Information on major shareholders: Please refer to Table 6.

5. Disclosure of other supplementary information

1)

)
©)

(4)
()

(6)
(7)
(8)

Loans and receivables and allowance for bad debt assessment form: Please refer to
XIV.3(13) for details.

Quality of assets: Please refer to Table 7.

Non-performing loans or overdue accounts receivable exempted from report: Please
refer to Table 8.

Concentration of credit risk: Please refer to Table 9 and Table 9-1.

Interest rate sensitive assets and liabilities analysis table: Please refer to Table 10 and
10-1.

Profitability: Please refer to Table 11.

Maturity date structure analysis table: Please refer to Table 12 and Table 12-1.
Capital Adequacy: Please refer to Table 13.

XVII.Department Information

The Company has the department operation information disclosed in the consolidated financial

statements.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Table 1
Cumulative Purchased or Sales of the Same Securities Totaling NTD 300 Million or More Than 20% of the Paid-in Capital:
Begll}nilng Purchase Sale Ending period
Types and . Detio -
é\loar;neaﬁf names of Aci(i)ttlj:stmg Counterparties| Relation | No. of No. of sh No. of Sellin ?;:: I\LO' of
PANY " securities shares [Amount| " *: O SMTES| Amount | shares [Pon 2| Amount (loss) S1ATES 1 Amount
(shares) Price from | (shares)
(shares) (shares) .
disposal
Investment Investee - $- 19,901,336 |$320,611 - $- $- $- 119,901,336 | $320,611
The WanTai |underthe |\ o 1oteq ?ccou_nted
Company Securities  |equity party or using
Corporation |method equity
method
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Table 2
Acquisition of Real Estate Totaling NTD 300 Million or More Than 20% of the Paid-in Capital:
If the counterparty is a related party,
Companies the information on previous Purpose of |  Other
g . transaction Reference for S . .
acquiring . Date of |Transaction| Payment . . . acquisition |[stipulations
Asset title Counterparties(Relation price
real event amount | status Ownet|Relationship|Date of|Amount|getermination and the state| of the
properties with the ltransfer! of use [transaction
issuer
King's | Xin Dong Sec., |2020.4.6 . Construction
Town Bank| Beitun Dist., |[~2020.8. 320,795 320,795 3)32?&:7 gglizrs None - - - - Afé)r?);ial of branch None
Co., Ltd. | Taichung City | 24 P p building
King's | Sanmin Section, . Construction
Town Bank| Taoyuan Dist., 202(7)' 12. 390,745 265,945 2)32?&:7 gglizrs None - - - - Afé)r?);ial of branch None
Co., Ltd. | Taoyuan City P p building

Note 1. If the appraisals are required for acquired assets, the appraisal results shall be stated in the "Reference for price determination."

Note 2.  Paid-in capital refer to the Paid-in Capital of the parent company. If the issuer has issued shares without face value or at face values other than
NTDI10 per share, the specified 20% requirement on paid-up capital shall be calculated instead at 10% of equity attributable to parent company
shareholders as in the balance sheet.

Note 3. Date of event refers to the transaction contract signing date, payment date, commission Closing Date, transfer date and the Board resolution

date or the date the counterparty and transaction amount sufficiently determined whichever is earlier or sooner.
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Table 3

Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

2020.01.01~2020.12.31

Information on Reinvestment:

(Unless otherwise provided, Unit: NTD Thousand)

Investment | Consolidated shareholdings of the Bank and associates
N fi Proportion of Book value of ga:n and q r (Note 1) Total O
ame of investee . . . . ook value o 0SS Day trading Proforma otal Quantity
(Note 1) Location | Primary business shareho(ljdmg investment | recognized | stock shares | shareholdings No. of |P f Remarks
" En in current | (thousand |(thousand shares) ho' N ﬁrcerﬁta}%e_) 0
period shares) / (Note 2) Shares | sharenoiding
Kings Town Bank |Taiwan Leases 100.00% 838,767| 134,760 71,695 - 71,695 100.00%
International Lease
Corporation
Kings Town Intl. Taiwan Construction 100.00% 18,937 7,413 1,000 - 1,000] 100.00%
Construction Management
Management
Corporation
WanTai Securities  |Taiwan Securities 99.51% 329,223 946 19,901 - 19,901 99.51%
Corporation brokerage

Note: 1. Please list separately by the category of "financial business" and "non-financial business."
2. All current shares or proforma shares of the invested companies held by the Bank, directors, supervisors, President, Vice President, and related

parties as defined in the Company Act shall be counted.

3. Proforma share refers to the shares, under the precondition of conversion, obtained by converting the equity-based securities purchased or a
derivative contract (which has yet to be converted into equity) signed in accordance with the trading conditions and the bank's underwriting
commitment; also, combined with the equity of the invested company for the purpose of investment as defined in Article 74 of this Act.

(1)

Rules, such as, convertible corporate bonds and warrants.

(2)

4. This table may not be disclosed in the financial statements for Q1 and Q3.

350

"Derivatives Contract" refers to those as defined in IAS 39, such as, stock options.

"Equity-based securities" refers to the securities as defined in Paragraph 1, Article 11 of the Securities and Exchanges Act Enforcement




Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Table 4
Loaning to Others: Unit: NTD thousand
The Nature Reasons for the Collateral Loan limit
No. The lender of fund | borrower | Transaction|Related Maximum Ending Actual of loan Transaction| - necessity of Loss . _fo_r _Tgtal loan
(Note name of fund title art balance for balance drawn down | Interest rate range (Note amount short-term allowance N val individual | limit amount
1) Compan PAY | the period amount 4 (Note 5) financing ame alue borrower (Note 3)
pany (Note 6) (Note 2)
Kings Town Bank
1 |International Lease Com/fa”y r’gccgl‘\’/‘;gtfe No 430,000 | 430,000 430,000 5%-~18%| 1 500 4413 Realestate | 401,816| 1,050,651| 4,202,602
Corporation
Kings Town Bank Company| Accounts
1 |International Lease pany wvabl No 350,000 350,000 350,000 5%~18%| 1 500 3,606| Real estate 304,612 1,050,651| 4,202,602
Corporation B recetvable
Kings Town Bank Company| Accounts
1 |International Lease c? Y wvabl No 500,000 350,000 90,000 5%~18%| 1 500 1,053 Real estate 143,185| 1,050,651 4,202,602
Corporation recetvable
Kings Town Bank Company| Accounts
1 |International Lease pany wvabl No 295,000 295,000 260,590 5%~18%| 1 500 2,666| Real estate 285,140( 1,050,651| 4,202,602
Corporation D recetvable
Kings Town Bank Company| Accounts
1 |International Lease Ep Y receivable No 170,300 170,300 170,300 5%~18%| 1 2,000 1,763| Real estate 218,867 1,050,651| 4,202,602
Corporation
Kings Town Bank Company| Accounts
1 |International Lease Fp Y receivable No 170,000 170,000 7,500 5%~18%| 1 30,000 83| Real estate 53,764| 1,050,651 4,202,602
Corporation
Kings Town Bank Company| Accounts
1 |International Lease pany . No 160,000 160,000 160,000 5%~18%| 1 10,000 1,703 - -| 350,217| 4,202,602
Corporation G receivable
Kings Town Bank Other Accounts Mclm\\l/(;/ble
i 0H~189
1 Ig(tﬁg;&:;ltcingsl Lease customers| receivable No 2,051,049 1,135,361 1,071,361 5%~18%| 1 726,830 11,646 property/Real 2,008,861| 1,050,651| 4,202,602
estate
Kings Town Bank
1 |international Lease |Oter Accoutts 1 No 345110| 260555| 210,055 5%-~18%| 2 | Operation needs 2390 NOReal | aopan0| 175.108| 280173
Corporation customers| receivable estate
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Note 1.

Note 2.

Note 3.

Note 4.

Note 5.

Note 6.

Note 7.

Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

The financial information of the Company and its subsidiaries should be indicated in the corresponding column. The numbering method is as

follows:

(1) Issuer is numbered 0.

(2) Investee is numbered starting from number 1.

Subsidiary's limit amount for each individual:

(1) Business counterparty:
Unsecured: The individual loan amount shall not exceed 50% of the lending company's net value in the most recent financial report
audited by the certified public accountant.
Total secured/unsecured amount: The individual loan amount shall not exceed 150% of the lending company's net value in the most recent
financial report audited by the certified public accountant.

(2) Those who need financial support: The individual loan amount shall not exceed 25% of the lending company's net value in the most recent
financial report audited by the certified public accountant.

The subsidiary's loan amount may not exceed 40% of the lending company's net value in the most recent financial report audited by the

certified public accountant. For the business counterparty, the loan amount may not exceed 6 times of the lending company's net value in the

most recent financial report audited by the certified public accountant.

The nature of loan is illustrated as follows:

(1) For the business counterparty, please fill in with "1."

(2) For those who need a short-term loan, please fill in with "2."

For the nature of type 1, the amount of business dealings should be provided. The amount of business dealings refers to the amount business

transaction amount between the lender and the borrower in the most recent year.

For the nature of type 2, the reasons for the need, purpose and use of the loan shall be provided. Such reasons may include repayment of loans,

purchase of equipment, operation needs, etc.

The investee, King's Town International Leasing Co., Ltd., has granted loans to 68 customers; however, a detailed list is not prepared since no

individual loan amount exceeds 5% of the total loan.
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Table 5

Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Marketable Securities Held at the End of the Period (Excluding Investment in Subsidiaries, Associates, and Joint Venture):

Unit; NTD thousand

Types and names of

Ending balance

. o Relationship with the N Shares
Investing company securities securities issuer Accounting titles (thousand | Book value Percentag(_e of Fair value Remarks
(Note 1) shareholding
shares)
Kings Town Bank Financial assets measured at [Financial assets measured at
International Lease Bank of Panhsin fair value through other fair value through other 11,258 79,253 0.75% 79,253
Corporation comprehensive income comprehensive income
Kings Town Bank Financial assets measured at |Financial assets measured at
International Lease Hoyii Life Co., Ltd. fair value through other fair value through other 526 6,268 2.49% 6,268
Corporation comprehensive income comprehensive income
Kings Town Bank Forest Water Financial assets measured at |Financial assets measured at
International Lease Environmental FVTPL FVTPL 3,512 144,000 2.61% 144,000
Corporation Engineering Co., Ltd.
Kings Town Bank Radium Life Tech Co Financial assets measured at [Financial assets measured at
International Lease Ltd " |FVTPL FVTPL 1,530 18,436 0.17% 18,436
Corporation '
Kings Town Bank Mirle Automation Financial assets measured at Financial assets measured at
International Lease . FVTPL FVTPL 1,023 45,012 0.52% 45,012
. Corporation
Corporation
Kings Town Bank Financial assets measured at |Financial assets measured at
International Lease WPG Holdings FVTPL FVTPL 430 18,447 0.02% 18,447
Corporation
Kings Town Bank Financial assets measured at |Financial assets measured at
International Lease YAGEO Corporation FVTPL FVTPL 40 20,720 0.01% 20,720
Corporation
Kings Town Bank Taiwan Semiconductor Financial assets measured at |Financial assets measured at
International Lease . FVTPL FVTPL 120 63,600 - 63,600
. Manufacturing Co., Ltd.

Corporation
\WanTai Securities _ Fi_nancial assets measured at Fi_nancial assets measured at

Taiwan Futures Exchange|fair value through other fair value through other 175 16,712 0.05% 16,712

Corporation

comprehensive income

comprehensive income

Note 1:

of IFRS 9, "Financial Instruments."
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Table 6
Information on Major Shareholders

Shareholding .
Name of major shareholder No. of shares held (shares) Percentage of shareholding

Chen-Chih, Tai 78,209,000 6.97%
Tien-Tsan, Tsai 72,752,033 6.48%
Mercuries Life Insurance 71,351,000 6.36%
Remarks:

(1) The major shareholders in this table are shareholders holding more than 5% of the common and preference shares that have completed delivery of
non-physical registration (including treasury shares) on the last business day of each quarter calculated by the Taiwan Depository & Clearing
Corporation. However, the share capital recorded in the Company's financial report and the number of shares actually delivered by the company
without physical registration may differ due to calculation basis.

(2) The above are shares entrusted by the shareholders, the information thereto shall be based on the shares disclosed by the individual trust account of
opened by the trustees. For information on shareholders, who declare to be insiders holding more than 10% of shares in accordance with the
Securities and Exchange Act, and their shareholdings include their shareholdings plus their delivery of trust and shares with the right to make
decisions on trust property, please refer to MOPS.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Non-performing Loans and Overdue Accounts Receivable

Quality of Assets

Table 7

Unit: NTD thousand, %

Year / month

December 31, 2020

December 31, 2019

Coverage
Coverage .
Non-performing . |Allowance | ratio of |Non-performing . |Allowance ratio of
. Total amount | NPL ratio [Total amount| NPL ratio allowance
Business category\ltems loan (NPL) for bad | allowance | loan (NPL) for bad
of loans (note 2) of loans (Note 2) for bad
amount (Note 1) debt  [for bad debtlamount (Note 1) debt
debt (Note
(Note 3) 3)
Corporate Secured $15,466| $116,158,497 0.01%) $1,843,815|11921.73% $ 14,290 89,267,889 0.02% 1,301,331| 9106.59%
banking Unsecured -| 52,030,811 -| 770,578 - -| 48,127,976 - 657,645 -
Residential
mortgage loans 5,646 15,848,747 0.04%| 271,702| 4812.29% 7,517 16,092,535 0.05% 252,526 3359.40%
(Note 4)
Cash card - - - - - - - - - -
Consumer Small credit loans
banking (Note 5) 307 133,851 0.23% 4,089| 1331.92% 1,059 126,260 0.84% 4,432| 418.51%
Others | Secured 3,591 3,535,909 0.10% 49,325 1373.67% -| 3,862,417 - 49,526 -
('\é‘;te Unsecured - 134,714 ; 1,790 ; J 141349 - 2288 -
Total amount $25,010| $187,842,529 0.01%)| $2,941,299| 11760.49% $22,866|157,618,426| 0.01% 2,267,748| 9917.55%
Proportion Coverage Proportion Cov_erage
Balance of Allowance . Balance of Allowance | ratio of
of overdue ratio of of overdue
NPL amount accounts for bad NPL amount accounts for bad | allowance
. accounts allowance : accounts
receivable - debt receivable . debt for bad
ratio for bad debt ratio debt
Credit card $486 $486| 100.00% $376 77.37% $376 $376| 100.00% $376| 100.00%
Non-recourse receivables i ) ) ) i i i ) i i
factoring business (Note 7)

Note 1.The non-performing loan is the overdue amount reported in accordance with the "Regulations Governing the Procedures for Banking Institutions

to Evaluate Assets and Deal with Non-performing/Non-accrual Loans." The Non-performing credit card amount is reported according to the
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Jin-Guan-Yin-(IV)-Zi Letter No. 0944000378 dated July 6, 2005.

Note 2.Non-performing loan ratio = Non-performing loan/total loan amount. Non-performing credit card ratio = Non-performing amount/balance of
accounts receivable.

Note 3.Allowance for bad debt ratio = Allowance for bad debt appropriated for loans/NPL amount. Allowance for bad debt ratio of credit card =
Allowance for bad debt appropriated for credit card receivables/NPL amount.

Note 4.The residential mortgage loan refers to the borrower providing the resident purchased (owned) by the borrower of his/her spouse or minors as
collateral to financial institutions in exchange for funds in order to purchase or construct or furnish houses.

Note 5.Small credit loans refer to small credit loans other than credit cards and cash cards. Also, it is subject to the Jin-Guan-Yin-(IV)-Zi Letter No.
09440010950 dated December 19, 2005.

Note 6.The "Others" in consumer banking refers to the secured or unsecured consumer finance loans other than the "residential mortgage loans,

nmn

cash
cards," and "small credit loans," excluding credit cards.

Note 7.Non-recourse receivables factoring business is reported as non-performing loans within three months upon confirming that the accounts
receivable factoring banks or insurance companies decline to compensate in accordance with the Jin-Guan-Yin-(IV)-Zi Letter No. 094000494
dated July 19, 2005.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Non-performing Loans or Overdue Accounts Receivable Exempted from Report, Unit: NTD thousand

Table 8

December 31, 2020

December 31, 2019

Total NPL exempted from

Total non-performing
accounts receivable exempted

Total NPL exempted from

Total non-performing
accounts receivable exempted

report from report report from report
Exempted amount after a $2,861 $60 $3,847 $76
debt negotiation and
contractual performance
(Note 1)
Performance of debt 8,289 36 12,311 70
clearance program and
rehabilitation program (Note
2)
Total $11,150 $96 $16,158 $146
Note 1.  For the Jin-Guan-Yin-(I)-Zi Letter No. 09510001270 dated April 25, 2006. It is regarding the matters to be disclosed additionally according to
the credit reporting methods and information disclosure requirement of the cases approved according to the "Unsecured Debt Negotiation
Mechanism for Consumer Finance Cases of the Bankers Association of the Republic of China."
Note 2.  In accordance to the Jin-Guan-Yin-(I)-Zi Letter No. 09700318940 dated September 15, 2008, it is regarding the matters to be disclosed

additionally according to the credit reporting and information disclosure requirements of the pre-negotiation, rehabilitation, and liquidation

cases approved according to the "Consumer Debt Clearance Act."
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

Table 9
Concentration of Credit Risk
Unit: NTD thousand, %

Year |December 31, 2020
Ranking | The industry that the company or the group engaged in| Total balance of Ratio of the
(Note 1) (Note 2) loan (Note 3) current net
value (%)
1 Company (Group) A - Construction engineering 7,328,686 15.73%
business
5 Company (Group) B - General product wholesale 5,561,428 11.94%
business
3 Company (Group) C - Glass container manufacturing 5,348,000 11.48%
business
4 Company (Group) D - Real Estate Development 4,114,180 8.83%
business
5 Company (Group) E - Real estate leasing and sales 3,726,012 8.00%
business
6 Company (Group) F - Power supply business 3,288,948 7.06%
v Company (Group) G - Unclassified other financial 2,881,884 6.19%
service business
8 Company (Group) H - Power supply business 2,480,518 5.33%
9 Company (Group) I - Unclassified other financial 2,456,650 5.27%
service business
10 Company J - Construction services and consulting 2,378,223 5.11%
business
Note 1. Ranked according to the total credit balance of the debtors. Please list the names of the top

Note 2.

Note 3.

ten debtors that are not a government agency or a state-owned enterprise. If the debtor is an
enterprise of the Group, the credit amount of the said enterprise should be attributed and
included in the total amount. Also, it should be disclosed in the form of "code" + "industry"
[such as, Company (or Group) A LCD panel and its components manufacturing]. For an
enterprise of the Group, the industry with the highest risk exposure to the enterprise of the
Group should be disclosed. The industry should be classified to the "detailed category"
according to the industry standard classification of the Directorate-General of Budget,
Accounting and Statistics.

The group refers to those defined in Article 6 of "Supplementary Provisions to the Taiwan
Stock Exchange Corporation Rules for Review of Securities Listings."

The total credit balance refers to the total amount of various loans (including import bill
advance, export bills negotiations, discounts, overdrafts, short-term loans, short-term
secured loans, securities receivables factoring, mid-term loans, mid-term secured loans,
long-term loans, long-term secured loans, collection), inward remittance, non-recourse

receivables factoring, remittance receivables, and guarantee balances.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

Table 9-1
Concentration of Credit Risk
Unit: NTD thousand, %

Year December 31, 2019

Ranking | The industry that the company or the group | Total balance of loan | Ratio of the current

(Note 1) engaged in (Note 2) (Note 3) net value (%)

1 Company (Group) A - Construction 7,308,896 18.69%
engineering business

) Company (Group) B - General product 5,157,644 13.19%
wholesale business

3 Company (Group) C - Unclassified other 4,300,000 11.00%
financial service business

4 Company (Group) D - Real Estate 3,654,743 9.35%
Development business

5 Company (Group) E - Power supply business 3,522,363 9.01%

6 Company (Group) F - Unclassified other 2,897,635 7.41%
financial service business

7 Company (Group) G - Real estate leasing and 2,710,530 6.93%
sales business

2 Company (Group) H - Construction services 2,541,028 6.50%
and consulting business

9 Company | - Electric Wires and Cables 2,198,529 5.62%
Manufacturing

10 Company J - Unclassified other financial 2,125,000 5.43%
service business

Note 1. Ranked according to the total credit balance of the debtors. Please list the names of the top
ten debtors that are not a government agency or a state-owned enterprise. If the debtor is an
enterprise of the Group, the credit amount of the said enterprise should be attributed and
included in the total amount. Also, it should be disclosed in the form of "code" + "industry"
[such as, Company (or Group) A LCD panel and its components manufacturing]. For an
enterprise of the Group, the industry with the highest risk exposure to the enterprise of the
Group should be disclosed. The industry should be classified to the "detailed category"
according to the industry standard classification of the Directorate-General of Budget,
Accounting and Statistics.

Note 2. The group refers to those defined in Article 6 of "Supplementary Provisions to the Taiwan
Stock Exchange Corporation Rules for Review of Securities Listings."

Note 3. The total credit balance refers to the total amount of various loans (including import bill
advance, export bills negotiations, discounts, overdrafts, short-term loans, short-term
secured loans, securities receivables factoring, mid-term loans, mid-term secured loans,
long-term loans, long-term secured loans, collection), inward remittance, non-recourse
receivables factoring, remittance receivables, and guarantee balances.

Note 4. Regarding total balance of loan as a percentage of the current net value, "net value" shall

refer to that of the headquarter for domestic banks, and that of the Taiwan branch for
foreign banks.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Table 10
Interest Rate Sensitive Assets and Liabilities Analysis Table (NTD)

January 1, 2020 - December 31. 2020

Unit: NTD thousand, %

Items 1 to 90 days 91(;0 180 181 daysto 1 Over 1 years Total
ays year
Interestrate | ¢r01 772175 | $281.529|  $2.948182| $42.398,641 | $247,400,527
sensitivity assets
Interest rate
sensitivity 184,388,695 15,970,540 22,534,770 1,850,382 | 224,744,387
liabilities

Interest rate 17,383,480 | (15,689,011) (19,586,588) 40,548,259 | 22,656,140
sensitivity gap
Net value 39,959,689
Interest rate sensitivity assets and liabilities rate 110.08
Interest rate sensitivity gap and net value rate 56.70

January 1, 2019 - December 31, 2019

Unit: NTD thousand, %

Items 1 to 90 days 91dto 180 181 daysto 1 Over 1 years Total
ays year
Interest rate $170,626,809 |  $782.638|  $3.570,507 | $37,098.495 | $212,078,539
sen3|t|V|ty assets
Interest rate
sensitivity 158,636,022 | 8,453,992 | 19,324,704 1542852 | 187,957,570
liabilities

Interest rate 11,990,877 | (7,671,354) (15,754,197) 35,555,643 | 24,120,969
sensitivity gap
Net value 35,703,714
Interest rate sensitivity assets and liabilities rate 112.83
Interest rate sensitivity gap and net value rate 67.56

Note 1.

office and domestic and foreign branches.

Note 2.

which the income or cost varies depending on the interest rate.

Note 3.
liabilities.
Note 4.

This table is prepared to report the amount in NTD (excluding foreign currency) of the head

Interest rate sensitivity assets and liabilities mean the assets and liabilities with interest of

Interest rate sensitivity gap = Interest rate sensitivity assets - Interest rate sensitivity

Interest rate sensitivity assets and liabilities rate = Interest rate sensitivity assets + interest

rate sensitivity liabilities (i.e. interest rate sensitivity assets and interest rate sensitivity
liabilities in NTD)
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Interest Rate Sensitive Assets and Liabilities Analysis Table (USD)

January 1, 2020 - December 31. 2020

Table 10-1

Unit: USD thousand, %

Items 1to 90 days |91 to 180 days 181 322? tol Over 1 years Total

Interest rate

sensitivity assets $311,974 $10,154 $| $1,351,536| $1,673,664

Interest rate 1,299,242 95,538 55,830 | 1,450,610

sensitivity liabilities
Interest rate (987,268) (85,384) (55,830) 1,351,536 223,054
sensitivity gap

Net value 232,272

Interest rate sensitivity assets and liabilities rate 115.38

Interest rate sensitivity gap and net value rate 96.03

January 1. 2019 - December 31. 2019

Unit: USD thousand, %

Items 1to 90 days |91 to 180 days 181 3?::’ ol Over 1 years Total
Interest rate
sensitivity $228,233 $93,493 $14,375 $1,211,578 $1,547,679
assets
Interest rate
sensitivity 1,345,955 35,740 48,025 407 1,430,127
liabilities
Interest rate (1,117,722) 57,753 (33,650)| 1,211,171 117,552
sensitivity gap
Net value 173,270
Interest rate sensitivity assets and liabilities rate 108.22
Interest rate sensitivity gap and net value rate 67.84

Note 1. This table is prepared to report the amount in USD of the head office and domestic branches,

international financial business branches, and overseas branches, excluding contingent

assets and contingent liabilities.

Note 2.

which the income or cost varies depending on the interest rate.

Note 3.

liabilities.

Note 4.

Interest rate sensitivity assets and liabilities mean the assets and liabilities with interest of
Interest rate sensitivity gap = Interest rate sensitivity assets - Interest rate sensitivity

Interest rate sensitivity assets and liabilities rate = Interest rate sensitivity assets + interest

rate sensitivity liabilities (i.e. interest rate sensitivity assets and interest rate sensitivity
liabilities in USD)
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
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Table 11
Profitability
Unit: %
Items 2020.12.31 2019.12.31
Return on Assets (ROA) iitf:rrfatjx igg 132
. Before tax 14.24 10.10
Return on Equity (ROE) - Ier tax 12.55 8.93
Net profit rate 63.05 41.06

Note 1. ROA = Income before (after) tax/Average total assets

Note 2. ROE = Income before (after) tax/Average net value

Note 3. Profit rate = Income after tax/income-net

Note 4. Income before (after) tax means the income accumulated from January of the current year

until the current quarter
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Table 12
Maturity Date Structure Analysis Table (NTD)
2020.12.31
Unit: NTD thousand
Remaining balance to maturity
Total | 1t030 days | 31 to 90 days | 91 to 180 days| 181 days to 1 | More than one
year year
Inward
remittance of $271,668,534 $78,483,469 $12,704,457] $22,535,530 $47,400,525 $110,544,553
due fund
Outward
remittance of $295,381,414 36,218,246 32,329,569 41,352,446 47,315,084 138,166,065
due fund
Period (23,712,880| 42,265,223 | (19,625112) (18,816,916) 85437 | (27,621,512)
difference
2019.12.31
Unit: NTD thousand
Remaining balance to maturity
Total  |1to30 days| 31 to 90 days | 91 to 180 days| -0+ 9ays to 1 | More than one
year year
Inward
remittance of $229,723,828/$65,056,959 $12,354,584 | $21,256,940 | $36,124,994 | $94,930,351
due fund
Outward
remittance of 248,369,349 22,941,9900 29,259,729 31,286,226 43,523,136 | 121,358,268
due fund
Sief?eorznce (18,645,521)| 42,114,969 (16,905,145) (10,029,286)|  (7,398,142) (26,427,917)
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

Maturity Date Structure Analysis Table (USD)

Table 12-1

2020.12.31
Unit: USD thousand
Remaining balance to maturity
Total 1t030 | 31t090 | 91to 180 |181 days to] More than
days days days 1 year one year
nward remittance OfAUe g1 723,031 165,331  $7,215 $16684 $32,500 $1502,201
gj‘;ﬂ"’am remittance of due |¢; 704 434 801,093 349,349 128208 121,001 304,783
Period difference 19,497| (635,762)| (342,134) (111,524)] (88,501) 1,197,418
2019.12.31
Unit: USD thousand
Remaining balance to maturity
Total |1to30days| 31t0o90 | 91to 180 (181 days to] More than
days days 1 year one year
][E‘r’]"grd remittance of due ¢ 618 9151 303,056 $16,317 $24,820 $33,375 $1,451,344
ﬁj‘:}%"’afd remittance of due | 4 6o 610 1,127,780 174,587  52.830 82,193 226220
Period difference (44,698) (1,034,724) (158,270)] (28,010) (48,818) 1,225,124
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
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Table 13
Capital Adequacy (Explanation 1)
Unit: NTD thousand
Year (Explanation 2)| December 31, December 31,
Items 2020 2019
Common stock equity $41,214,286 $35,406,623
sehj:g\t/%e q Other Category | Capital - -
capital Category Il Capital 4,448,388 849,105
Total self-owned capital 45,662,674 36,255,728
Standardized approach 230,396,305 199,737,743
Credit risk |Internal ratings-based approach - -
Asset securitization - -
Total _ Basic indicator approacl} 15,006,874 14,230,138
risk-weighted Operfatlonal Standard Method/Selective i i
assets risk Standard Method
Advanced Measurement Method - -
Market |Standardized approach 37,254,379 26,804,987
risks  |Internal models approach - -
Total risk-weighted assets 282,657,558 240,772,868
Capital adequacy ratio 16.15% 15.06%
Proportion of common stock equity to risk assets 14.58% 14.71%
Proportion of category | capital to risk assets 14.58% 14.71%
Leverage ratio 12.28% 11.85%

Explanation:

1. The amount of the regulatory capital, weighted risk assets, and total risk exposure should be
calculated in accordance with the "Regulations Governing the Capital Adequacy and Capital
Category of Banks" and "Description and Table of Calculation Methods for Capital and Risk
Assets of Banks."

2. The capital adequacy ratio for the current period and the previous period should be filled in the
annual financial statement. The interim financial statements shall, in addition to disclosing the
ratio of the current period and the previous period, also disclose the capital adequacy ratio at the
end of the previous year.

3. This table should demonstrate the following formula:

1)

Capital.

)

(operational risk + market risk) x 12.5.

(3)
(4)

assets

()

Capital) / Total risk-weighted asset.

(6)

Leverage ratio = Category I capital / Total exposure.

4. This table may not be disclosed in the financial statements for Q1 and Q3.
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Total self-owned capital = Common stock equity + Other Category I Capital + Category II
Total amount of risk-weighed-assets = Credit risk-weighted assets + Capital charge of

Capital Adequacy ratio = Total self-owned capital / Total amount risk-weighted assets.
Ratio of common stock equity to risk assets = Common stock equity / Total risk weighted

Proportion of Category I capital to risk assets = (Common stock equity + Category |




Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

Descriptions of Material Accounting Items

Item No./Index
Statements of Assets, Liabilities and Equity Items
Cash and cash equivalents Note VI.1
Due from the central bank and call loans to banks Note V1.2

Financial assets at fair value through profit and loss

Financial assets at fair value through other comprehensive income
Statement of Investment of debt instruments at amortized cost
Bonds and securities purchased under agreements to resell
Receivables

Discounts and loans

Investment under the equity method

Other financial assets

Statement of changes in property and equipment accumulated depreciation

and impairment
Statement of changes in right-of-use assets

Statement of changes in accumulated depreciation of right-of-use assets

Deferred income tax assets and liabilities

Other assets

Deposits from Central Bank and other banks

Funds borrowed from Central Bank and other banks

Financial liabilities measured at fair value through profit and loss
Bills and bonds sold under repurchase agreements

Payables

Deposits and remittances

Statement of lease liabilities

Provisions for liabilities

Other liabilities
Profit and Loss Statements

Interest revenue

Interest expenses

Net service fee income

Statement of changes in measure at fair value through profit and loss
Statement of loss or gain on reversal of assets impairment

Other non-interest net income

Business and administrative expenses

Statement of employee benefits expenses
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Statement 1
Statement 3
Statement 5
Note VI.6

Note VI.7

Statement 2
Statement 4
Note VI.10

Note VI.11
Statement 6
Statement 7
Note VI1.30
Note VI.12
Note VI.13
Note VI.14
Note VI.15
Note VI.16
Note VI.17
Statement 8
Statement 9
Note VI.19
Note VI.21

Statement 10
Statement 11
Statement 12
Statement 13
Statement 14
Statement 15
Statement 16
Statement 17



Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
1. Statement of financial assets at fair value through profit and loss
December 31, 2020
Unit: NTD thousand / thousand shares / thousand units

Fair value \
Name of
financial Book Evaluation Total
instrument Summary Number of shares or units | value | Total amount |Interest rate| Acquisition cost| adjustment Unit price (NTD) amount Remarks

Domestic financial
instruments
Stock - 89,316 thousand shares| NTD 10 $893,160 - $4,688,093 $536,678 14~530| $5,224,771
Real estate trust fund - 24,238 thousand units - - - 387,171 66,322 18.71 453,493
Beneficiary certificates - 204,073 thousand units - - - 2,600,000 15,089 10.43~16.27| 2,615,089
Bonds >ep. 1, 2025 - May. : | 31,450,000 0.63-1.88 31,171,030 1477617  10211-12332 32,648,647
Financial bonds Aug. 7, 2030 - - 1,100,000 0.71 1,100,000 @) 99.99| 1,099,993
Foreign exchange contracts - - - - - 7,369 - 7,369
Subtotal 39,946,294 2,103,068 42,049,362
Overseas financial
instruments
Stock - 251 thousand shares - - - 99,664 (21,172) USD 3.89 - 71.92 78,492
Bonds g 2 651.244|0.625-4.875 2,632,037 (38,043)| USD 97.39-111.34| 2,593,994

Subtotal 2,731,701 (59,215) 2,672,486

Total $42,677,995 $2,043,853 $44,721,848
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
2. Statement of discounts and loans
December 31, 2020

Unit: NTD thousand

Items Amount Remarks
Short-term loans $12,944,259
Short-term secured loans 54,683,897
Mid-term loans 32,955,747
Mid-term secured loans 47,596,760
Long-term loans 7,025,751
Long-term secured loans 32,522,643
Others 113,472
Total 187,842,529
Less: allowance for bad debt (2,941,299)
Net $184,901,230
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
3. Statement of financial assets at fair value through other comprehensive income
December 31, 2020
Unit: NTD thousand / thousand shares / thousand units

Name of financial Face Acquisition Accumulated Evaluation Fair value
instrument Summary Number of shares or units | value Total amount | Interest rate cost impairment adjustment Unit price (NTD) | Total amount | Remarks
Equity instruments
measured at FVOCI
Stocks - listed - 36,365 thousand shares [NTD 10 $363,650 - $968,533 $ $148,173 13.55~87.3 $1,116,706
Stocks - overseas stocks - 90 thousand shares - - - 15,286 519 USD 6.16 15,805
Stocks - non-listed - 34,443 thousand shares - - - 1,531,556 1,161,738 4.9~101.37 2,693,294
Subtotal 2,515,375 1,310,430 3,825,805
Debt instruments measured
at FVOCI
Bonds Oct. 25, 2021 - - 8,050,000 0.38-2.50% 8,127,640 190,364 100.45-106.07 8,318,004
Jun. 11, 2030 -
Corporate bond ?upr:. ?52256236 ] - 30,568,587 3.75-8.38% 31,425,497 4,061,767 | USD 78.36-152.755 35,487,264
Financial bonds Nov. 21, 2023 - - 940,764 5.94-6.8% 924,475 161,541 | USD 111.38-120.31 1,086,016
Nov. 22, 2025 -
Subtotal 40,477,612 4,413,672 44,891,284
Total $42,992,987 $- $5,724,102 $48,717,089
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.

4. Statement of investment under the equity method
December 31, 2020

Unit: NTD thousand / thousand shares

Balance on January 1,

Increase in current period

Decrease in the period

Balance on December 31, 2020

Net market price or

2020 equity Collateral or
Investee company No. of shares No. of shares No. of shares No. of shares Percentage of Unit ledae Remarks
(thousand Amount (thousand Amount (thousand | Amount | (thousand shareholg(]jin Amount price Total pledg
shares) shares) shares) shares) g (NTD)
Kings Town Bank International 65,323| $699,890 [6,373 (Note 5)| $134,760 (Note 1) 1 s 71,696 100%|  $838,767 | $838,767|  None
Lease Corporation
$4,117 (Note 2)
WanTai Securities Corporation - - 119,901 320,611 (Note 3) - i 19,901 99.51% 329,223 399 923 None
946 (Note 1)
7,661 (Note 4)
5 (Note 2)
Total $699,890 $468,100 $- $1,167,990 $1,167,990
Note 1. Share of profit or loss of subsidiaries, associates and joint ventures accounted for using equity method.
Note 2. The unrealized profit of financial assets held by subsidiaries at fair value through other comprehensive income.
Note 3. Amount paid for the acquisition of the subsidiary.
Note 4. Gain on bargain purchase of the acquisition of the subsidiary.
Note 5. Share dividends distributed
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
5. Statement of Investment of debt instruments at amortized cost

December 31, 2020
Unit: NTD thousand
Book Total Interest| Acquisition | Accumulated
Name of financial instrument Summary | Units | value amount rate cost impairment | Book value |Remarks
gfegteg"c') S'?ta”k convertible certificates . - - | $18,900,000 | 0.34% | $18,900,000 | $(2,618) | $18,897,382
Total $18,900,000 $18,900,000 $18,897,382
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
6. Statement of changes in right-of-use assets
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Beginning Increase in current | Decrease in the Ending
Items . : Remarks
balance period period balance
Buildings and
structures $285,198 $88,048 $(30,407) $342,839
Other equipment 6,102 - - 6,102
Total $291,300 $88,048 $(30,407) $348,941
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
7. Statement of changes in accumulated depreciation of right-of-use assets
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Beginning | Increase inthe | Decrease in the Ending

Items ; : Remarks
balance period period balance

Buildings and

structures $73,953 $74,907 $(20,751) $128,109

Other equipment 1,664 1,664 - 3,328

Total $75,617 $76,571 $(20,751) $131,437
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.

8. Statement of deposits and remittances

December 31, 2020

Unit: NTD thousand

Items Amount Remarks
Check deposits $1,410,664
Cashier's check 857,510
Demand deposits 39,261,363
Foreign currency demand deposits 6,731,578
Time deposits 20,828,307
Convertible certificate of deposit 1,080,600
Foreign currency time deposits 19,061,830
Demand savings deposits 81,395,989
Staff demand savings deposits 525,567
Regular savings deposits 5
Round-amount savings deposits 3,023,892
Withdrawals of interest savings deposits 52,967,082
Outward remittances 2,810

Total

$227,147,197
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
9. Statement of changes in lease liabilities
December 31, 2020

Unit: NTD thousand

Items Summary Lease term Discount Ending Remarks
rate balance
Buildings and structures | Branch buildings 2to 10 years | 1.57% $217,081
Offsite backup
Other equipment equipment 5 years 1.57% 2,817
Total $219,898
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
10. Statement of interest revenue
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Items Amount Remarks
Security investment interest income $2,166,777
Central Bank deposit interest 13,776
Due from Central Bank and other banks interest 3,392
Call loans to other banks interest 16,131
Short-term loan interest 355,228
Short-term secured loan interest 1,001,058
Mid-term loan interest 904,926
Mid-term secured loan interest 990,295
Long-term loan interest 156,681
Long-term secured loan interest 588,387
Miscellaneous interest 37,051
Total $6,233,702
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
11. Statement of interest expenses
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Items Amount Remarks

Interest of funds borrowed from Central Bank and other

banks $17,714
RP Bills and bonds interest 224,250
Interbank call loans interest 94,455
Time deposit interest 83,040
Foreign currency time deposit interest 171,741
Demand savings deposit interest 63,158
Round-amount savings deposits interest 28,259
Withdrawals of interest savings deposits interest 511,838
Miscellaneous interest 22,832
Total $1,217,287
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
12. Statement of net service fee income
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Items Amount Remarks
Service fee revenue
Remittance fee $69,214
Guarantee fee 94,975
Trust business fee 80,203
Syndicate loan fee 50,603
Financing fee 1,124,479
Agency insurance fee 178,773
Credit term change fee 33,282
Organization fee 125,405
Miscellaneous fee 146,580
Subtotal 1,903,514
Service fee expenses
Interbank fee 11,837
Trust fee 1,312
Credit card fee 1,210
Remittance fee 2,047
Credit inquiry fee 1,290
Miscellaneous fee 28,124
Subtotal 45,820
Net service fee income $1,857,694
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
13. Statement of gain (loss) on financial liabilities measured at fair value through profit and loss
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Items Amount Remarks

Realized

Stock investment $300,410
Bond investment 296,286
Derivatives 87,878
Others 8,238
Unrealized

Stock investment 722,078
Bond investment 568,991
Derivatives (8,496)
Others 33,830
Total $2,009,215
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
14. Statement of loss or gain on reversal of assets impairment
January 1, 2020 to December 31, 2020

Unit: NTD thousand

ltems Impairment | Reversed
losses gains

Debt instrument |r_1ves_tment measured at fair value through $(578,990) $66,853
other comprehensive income

Debt instrument measured at amortized cost (767) 14
Total $(579,757) $66,867

Remarks
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
15. Statement of other non-interest net income - other
January 1, 2020 to December 31, 2020
Unit: NTD thousand

Items Amount Remarks

Other non-interest net income

Lease revenue $14,372

Gain on disposal of assets 88

Others 17,954

Subtotal 32,414
Other non-interest net losses

Loss on disposal of assets 137

Others 1,762

Subtotal 1,899
Net $30,515
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.
16. Statement of business and administrative expenses
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Items Amount Remarks
Lease expense $4,102
Repairs and maintenance expense 25,418
Utilities expense 20,323
Insurance expense 67,314
Tax expense 298,545
Entertainment expense 22,204
Membership expense 22,571
Consumables expense 27,792
Professional service expense 91,246
Other expenses 122,833
Total $702,348

382



Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)

(Unless otherwise provided, Unit: NTD Thousand)

King's Town Bank Co., Ltd.

17. Statement of employee benefits expenses
January 1, 2020 to December 31, 2020

Unit: NTD thousand

Amount

Items Employee benefits | Non-interest net Other business and Total Remarks
expenses income administrative expenses
Salaries and wages $853,600 $- $- $853,600
Labor insurance and national health insurance 66,082 - - 66,082
Pension expenses 34,790 - - 34,790
Remuneration to Directors 16,763 - 90 16,853
Other employee benefits expenses 36,848 - - 36,848
Total $1,008,083 $- $90 $1,008,173
Notes:

1. The Company has 960 and 975 employees this year and in the previous year. Among them, 7 Directors are not concurrently employees.

2. The average employee benefits expenses in the current year is NTD 1,040 thousand = [(Total employee benefits expenses in the current year - Total
directors’ remuneration) / (Number of employees in the current year - Number of non-employ directors) ].

3. The average employee benefits expense for the previous year was NTD 1,008 thousand = [ (Total employee benefit expenses for the previous year -
Total Directors' remuneration) / (Number of employees for the previous year - Number of Directors who are not part-time employees) |.

4. The average employee salary expenses in the current year is NTD 896 thousand = [Total salary expenses in the current year / (Number of employees in
the current year - Number of non-employee directors) |.

5. The average employee salary expenses in the previous year was NTD 868 thousand = [Total employee salary expenses in the previous year / (Number
of employees in the previous year - Number of non-employee directors) |.

6. The rate of adjustment in average salary expenses was 3.23% = [ (Average salary expense for the current year - Average salary expense for the previous
year) / Average salary expense for the previous year].

7. Remunerations to Supervisors in the current year and the previous year are NTD 0 thousand, and NTD 0 thousand, respectively. The Company has
established the Audit Committee in place of Supervisors, thus, the remuneration to Supervisors is NTD 0.
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Notes to the individual financial statements of King's Town Bank Co., Ltd. (continued)
(Unless otherwise provided, Unit: NTD Thousand)

8. Remuneration policy

1)

)

(3)

Directors

According to Article 33 of the Articles of Incorporation of the Company, the Company shall provide no more than 2% of the net income, if any, as
directors’ remuneration. However, when the company still has accumulated losses, an amount equivalent to the loss should be reserved for
making up the loss. No remuneration has been paid to the directors in the last two years. In addition, according to Article 25-1 of the Articles of
Incorporation of the Company: "The remuneration of directors shall be determined by the board of directors with reference to the standards of the
relevant industry and the listed companies." The Company determines the remuneration to Directors based on the evaluations on remuneration
level of the peer companies, individual performances, Company’s operating performance and Board performance.

Independent director

The procedures for determining the remuneration of Independent Directors of the Bank are enacted in accordance with Article 25-1 of the Articles
of Incorporation of the Company. The Board of Directors has agreed with reference to the standards of relevant industries and listed companies to
pay a fixed monthly remuneration and a business practice fee same as the payment standards for Directors. Independent directors will receive a
fixed monthly remuneration, but will not receive the director remuneration that is paid in accordance with the Company’s Articles of
Incorporation. In addition, according to Article 5 of the "Rules Governing the Scope of Powers of Independent Directors" of the Company, a
reasonable level of remuneration different from that of the Directors is resolved.

President, Vice President, Chief Auditor, Managers and Employees

The performance evaluation and remuneration system of the Bank’s President, Vice President, Chief Auditor, managers and employees are
handled in accordance with the "Employee Annual Evaluation Measures," "Employee Benefit Payment Methods" and "Annual Bonus Payment
Methods" approved by the Board of Directors. Proposal is proposed at the Compensation Committee meeting held every year to discuss the
performance evaluation of the manager’s remuneration and benefit package and is submitted to the board of directors for review and approval.
With regard to the bonus, it is to be linked to the Bank’s departmental performance evaluation results, including operating performance (net
income achievement rate), internal control and regulatory compliance; also, personal performance, responsibilities and personal contributions
with reasonable compensation granted; therefore, salary and compensation are highly related to the Company’s operating performance. However,
if major risk events involving malpractices are sufficient to cause financial loses to the Company or damage its goodwill, in addition to taking the
necessary disciplinary action according to the law and regulations, the board of directors shall take measures, such as, dismissal, reassignment,
termination, or reduction of remuneration, as necessary. The Company handles the salary to employees in accordance with "Employee Benefit
Payment Methods," and the abide by Paragraph 1, Article 5 of the Employment Service Act: .".. employer is prohibited from discriminating
against any job applicant or employee on the basis of race, class, language ..."
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