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Chapter 1 Letters to Shareholders

In 2023, the global macroeconomic environment was overshadowed by high interest rates and inflation, leading
to sluggish demand for end products, ongoing adjustments in industrial inventory, and a slowdown in economic
growth momentum, consequently impacting Taiwan's export performance and orders. Despite continuous external
challenges, domestic industries such as catering services, tourism retail, and transportation have experienced
significant expansion post-pandemic, making the domestic demand service sector the primary driver of economic
growth in Taiwan in 2023. Looking forward to 2024, Taiwan's export trade momentum is expected to revive as the
Federal Reserve (Fed) temporarily pauses interest rate hikes, inflation stabilizes, and industrial inventory
adjustments conclude. Furthermore, with the conclusion of the presidential election and the continuation of
important policies alongside the elimination of political uncertainty, this should have a positive impact on domestic
consumer spending and investment in Taiwan. However, in 2024, many countries are preparing for significant
elections, as the global landscape grapples with mounting geopolitical tensions. Meanwhile, the potential for
substantial changes in monetary policies by key central banks is set to shape the trajectory of global economic
growth.

Having overcome the challenges of 2022, in 2023, the Bank stayed committed to our core business and values.
With the backing of our customers, sharcholders, and the dedication of our entire staff, we have met the
expectations of all stakeholders. Looking ahead, we are dedicated to maintaining a robust financial structure and
excellent asset quality, while embracing the ethos of sustainable business practices, to deliver increasingly
convenient and secure financial services. the Bank’s 2023 business performance and 2024 business plans are

described as follows:

l. 2023 Business Result

(I)  Financial environment of Taiwan and abroad in 2023 and alterations in the Bank's organization
1. Financial environment of Taiwan and abroad in 2023

The global economic situation in 2023 will continue to be affected by geopolitical risks and factors
such as monetary policy, leading to a more severe downward trend in the economy. Based on
observations of major countries, the United States and the Eurozone have been continuously affected
by factors such as inflation, interest rates and debt. The economic performance in 2023 has remained
under considerable amount of pressure. In contrast to major countries in Europe and America, which
have raised interest rates to curb inflation, mainland China has adopted a easing monetary policy in
response to the financial and real estate crises and uncertain economic outlook. Overall, the global
economic recovery is expected to be relatively weak in 2023, with uneven economic performance
across regions. The International Monetary Fund (IMF) forecasts global economic growth of 3.0%

in 2023, down from 3.5% in the previous year.

In 2023, in the domestic economy, in terms of the domestic demand market, the people of the country
have returned to the normal pre-pandemic lifestyle, and the momentum of private consumption
continues. Especially in the areas of dining, leisure and entertainment, domestic and international
tourism activities are thriving, as well as the booming retail industry. On the export side,
nonetheless, they have been affected by insufficient end demand, inventory reduction and the
sluggish Chinese economy, resulting in a decline in exports. In the financial market, during the latter
half of 2023, the Fed momentarily tapered its interest rate increases. This prompted an inflow of
international funds into emerging market stocks and the foreign exchange market. The Taiwan

Weighted Index reaped the rewards of this surge in funds, posting a full-year increase of 26.8%,
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securing the second position in Asia. Simultaneously, it bolstered domestic consumer confidence. In
terms of interest rates, the domestic inflation situation is relatively mild compared to the United
States, Europe and other Asia-Pacific regions. The central bank raised interest rates by only half a
percentage point in March and has kept them unchanged since then. Domestic interest rates have
also stabilized. In 2023, the overall domestic economy in Taiwan, amidst sluggish exports, was
primarily driven by private consumption. According to the February estimate by the Directorate-
General of Budget, Accounting and Statistics, Executive Yuan, Taiwan's economic growth rate in

2023 is projected to be 1.31%, potentially reaching a 14-year record low.

Looking ahead to 2024, escalating geopolitical risks, a persistently high interest rate environment,
and an uncertain outlook for the Chinese economy have added significant uncertainty to global
growth.Even so, the United States and other major developing economies have also demonstrated
their resilience. It is expected that the global economy has the opportunity to experience a "soft
landing" under easing inflationary pressures and stable economic growth, with the IMF forecasting
global economic growth of 3.1% in 2024. On the domestic front, Taiwan's export momentum is
expected to rebound, benefiting from the global recovery in consumer demand for end products and
the expansion of emerging technologies such as artificial intelligence and high-performance
computing. In addition, improvements in the labor market and wage increases, coupled with a
continued surge in domestic tourism, are expected to sustain consumer momentum, with a projected

economic growth rate of 3.43% in 2024.
Changes in the Bank’s organization

The "Customer Service & Operations Department" was newly established to optimize operational
processes on November 1, 2023. It is responsible for handling bank-wide bill exchange, clearing
and settling Taiwan dollar remittances, planning and answering customer telephone services, and
reviewing and optimizing bank-wide operational processes. In order to enhance the implementation
of our bank's principle of fair treatment of customers and to ensure the execution of financial
consumer protection, the Board of Directors approved the establishment of the “Fair Treatment and
Friendly Service Promotion Committee” on February 26, 2024, responsible for promoting matters

related to the Bank's principle of fair treatment of customers.

(1)  Operational planning and implementation results of management strategies

Item 2023 2022
Average deposit balance on NT Dollar accounts 260.003 billion 234.072 billion
Average deposit balance on foreign currency Accounts 31.435 billion 30.748 billion

Average loans balance

242.835 billion

224.109 billion

Financial management fee income 0.275 billion 0.288 billion
Non-performing loans ratio(consolidated) 0.02% 0.02%
Coverage ratio(consolidated) 7,571.27% 8,870.25%

BIS ratio (consolidated) 16.58% 14.05%

Tier-1 ratio (consolidated) 15.43% 12.92%




(1) 2023 Budget implementation
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Item Actual amount Budget amount Achievement rate

Average deposit balance on

260.003 billion 257.762 billion 100.87%
NT Dollar accounts

Average deposit balance on
. 31.435 billion 29.570 billion 106.31%

foreign currency Accounts
Average loans balance 242.835 billion 242.609 billion 100.09%

(IV)  Analysis of Financial Income and Expenditure and Profitability (the following figures are based on
consolidated financial statements)
. Return on Equity
Net profit before . Earnings per | Net profit rate | Return on assets
Net income (ROE)
tax share after tax (after tax) (after tax)
(after tax)
7.359 billion 6.207 billion 5.59 62.25% 1.62% 13.42%
(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.
1. 2024 Summary of the business plan
)] Operating strategies and important operating policies
1. Adjusting business structure to establish a cornerstone for profitability.
2. Valuing talent development to co-create a sustainable enterprise.
3. Implementing legal compliance to strengthen risk management.
4, Enhancing cybersecurity to optimize financial services.
5. Strengthening fair treatment of customers to ensure their rights and interests.
(I1)  Expected business objectives

the Bank's anticipated operating targets for 2024 are as follows:

Average deposit balance on NT

Average deposit balance on foreign
Average loans balance

Dollar accounts currency Accounts

246.239 billion

264.353 billion 33.517 billion

Future development strategies

Ongoing evaluation of business structure to identify high-return business areas for development focus and

To stay ahead of market trends, we offer unique financial products and services to build customer trust and

Strengthen the framework for cooperation with affiliates, diversify business expansion, and leverage group

O]
improve operational efficiency.
(1
loyalty.
(nn
synergies.
(v)

Train various talents, activate organizational energy, enhance employee welfare and accumulate human

capital.



Chapter 1 Letter to sharcholders

M)

M

(1

)

We fulfill our social responsibility by implementing environmentally friendly business processes and strive

for sustainable development.

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

External competitive environment

With the advent of financial digitization, customers can now complete all financial transactions with just a
few taps on their mobile phones or through online operations, reducing the need for in-person counter
services. As the post-pandemic era begins, people's lives gradually return to normal. Banks are not slowing
down in their use of new technologies, continuous innovation in finance, and providing more convenient
services to customers. Under the active encouragement of the government and driven by the pandemic
environment, most domestic banks have undergone digital transformation. The public's acceptance of
digital financial services is increasing, reflecting the financial industry's shift toward digitalization. As a
result, the reluctance of state-owned banks to establish branches has decreased over the years. In 2023, the
Financial Supervisory Commission (FSC) approved the establishment of only one branch by a bank, the
lowest number in the past five years. For the foreseeable future, artificial intelligence, big data and other
emerging technologies will be at the heart of the Bank's digital development in the coming years.

Laws & regulations

To promote the cultivation of an ethical corporate management culture within the Banking industry, and to
establish a corporate governance framework based on responsibility, the Financial Supervisory
Commission (FSC) entrusted the Bankers Association to deliberate on the "Introduction of Responsible
Map System and Self-regulatory Norms for the Banking Industry," as well as a set of questions and answers.
Banks should refer to this self-regulatory norm to establish internal operational regulations, implement a
responsible map system, and include it as an internal audit item to strengthen internal control systems.
Banks are required to complete related tasks no later than the end of December, 2024, and the system will
be implemented starting from January 1, 2025. In accordance with this self-discipline regulation, the Bank
plans to first review the relevant implementation issues, then convene a cross-departmental meeting to
discuss the implementation details, and ensure the completion of relevant tasks by the end of 2024 to
implement corporate governance regulations.

Macroeconomy

In 2023, Taiwan's overall economy and corporate growth have been somewhat sluggish due to the impact
of weak exports and a high interest rate environment, which has also affected lending momentum. However,
under the recovery of domestic demand industries, the gradual pace of interest rate hikes by major central
banks, the temporary easing of high inflationary pressures, and the active performance of stock and bond
markets, the overall financial industry has shown better performance compared to 2022. According to the
February announcement byDirectorate-General of Budget, Accounting and Statistics, Executive Yuan, the
estimated economic growth rate for the full year of 2023 is 1.31%. Looking ahead to 2024, with the
successful adjustment of semiconductor inventory and the growth of emerging technologies such as Al

products, export momentum is expected to recover. The estimated economic growth rate for 2024 is 3.43%.
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The latest credit rating results
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Date of credit | Credit rating ) )
. Domestic International
rating agency
Long-term | Short-term . Long-term | Short-term .
) ) . . Rating ) ) Rating
Fitch Ratings credit credit credit credit
2024.03.22 ) . outlook ] ) outlook
Co., Ltd. ratings ratings ratings ratings
A+ (twn) |F1 (twn) | Stability BBB F3 Stability
Conclusion

In the face of a volatile political and economic environment, the Bank holds the firm belief that challenges

are not hurdles but stepping stones toward progress. We are dedicated to ongoing learning and adjustment

to adeptly respond to the changing risks and opportunities. Looking ahead to 2024, the Bank will uphold

the principles of sustainable operation, striving to maintain a robust financial structure and excellent asset

quality, aiming to maximize profits and value for all shareholders. With a commitment to "fair treatment of

customers and friendly service," we will continue to provide the best financial services to our customers,

aiming to create a unique banking experience.

G

Sincerely, Chairman Chen-Chih Tai @gﬁﬁ
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Chapter 2

Bank Introduction

l. Establishment date of the Bank
November 1, 1948

1. Bank history

Date

Milestones

November 1, 1948

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

January 1, 1978

Authorized to be reorganized as “Tainan SME Bank”

July 20, 1983

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

March 14, 2000

The International Banking Department was established.

May 17, 2002

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

July 24, 2002

Founded 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

Subsidiary "King's Town International Real Estate Management Co., Ltd." was
established by King’s Town Bank International Leasing Co., Ltd. through 100%
investment.

November 13, 2017

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.

June 3, 2019

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.

January 5, 2021

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

September 7, 2021

the Bank's subsidiary, Wan Tai Securities Co., Ltd. was officially renamed as "King's
Town Securities Co, Ltd.”

I11.  The bank mergers and acquisitions, reinvested affiliated companies, and reorganizations in 2023 and

as of the end of January 2024 are as follows:

Currently, the Bank's invested companies include the subsidiaries “King’s Town International Leasing Co.,

Ltd.” and “King's Town Securities 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.

IV. Form an affiliation with a particular financial holding company and the time starts forming an

affiliation with the holding company: None

V. A substantial transfer or replacement of the equity by directors, independent directors, and those

who are required to declare equity in accordance with Article 25, Paragraph 3 of the Banking Act in
2023 and as of the end of January 2024: None

VI.  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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l. Organization
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(1

Major departments functions

1.

10.
11.

12.

13.

14.

15.

16.

17.

18.

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

Strategy and 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 Service and Channel Management Department: Coordinate the planning and enactment of
the Bank’s NTD deposit, remittances, channels, operation manuals and bank-wide digital financial
policy; also, coordinate the planning, product design, R&D, 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, among other related matters.
International Banking Department and Overseas Banking Branch: Coordinate the planning and
enactment of the Bank’s education and training, foreign exchange operation procedures,
management methods and operation manuals, the designing of foreign currency deposit products and
services, the planning of marketing activities, as well as the promoting of other businesses.

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, the
designing of credit products, and matter related to business management.

NPL Collection Department: Coordinate the Bank’s 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, the planning and implementation of policies and procedures, as well as the
matters related to the Bank’s legal affairs.

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 matters related to the planning, promotion, and
implementation of the Bank’s insurance agency business.

Information Technology Department: Coordinate the matters related to 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.

Customer Service & Operations Department: Responsible for handling bank-wide bill exchange,
clearing and settling Taiwan dollar remittances, planning and answering customer telephone services,
and reviewing and optimizing bank-wide operational processes.

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

Business Department: Manage the matters related to the deposits, loans, exchanges, collection and

advance and various clearing businesses of the branches.
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Retired Chairman and President acting as the Bank’s consultants
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Information on the Bank's Directors, Supervisors, Presidents, Senior Vice Presidents, Vice Presidents , heads of all the Bank's Divisions and Branch Units, and

1. Directors' profile
Base date: 2024.01.31
Shareholding b Executives, Directors or
Nationality/ Shareholding when T Spouse & Minor Nomineg Y Supervisors who are spouses
K5 Y Gender| Date Term | Date First Elected 9 Shareholding . - Current Bank & | or within the second degree of
E | Place of Name Arrangement Experience (education) - oo
= R T Age Elected |(years)| Elected Other Positions kinship
’ Shares ] Shares RE®] Shares RE®] Shares RO Title | Name |Relationshi
Shareholding Shareholding Shareholding Shareholding P
39,399,025| 3.55%  [39,399,025| 3.55% - - - - - - - - -
Director of King's
Town Bank
International Leasing
Co., Ltd
Director of King's
Town Bank
Education: Department Internauopal
Tiangang Male of Business Construction
c Management Co.,
g Republic of Investment 71to 3 Management of Lid
£ | ReRb Co., Ltd. 75 (2023.05.23 2005.06.23 National Chung Hsing | .~ .
8 China Representative: r years Universit; Director of Taiwan Olivia | Father and
o epresentative:| years 78,209,000 7.04% 78,209,000 7.04% | 5,890,000 | 0.53% - - sy - Pulp & Paper Manager| "
Chen-Chih Tai| old Experience: Chairman . Tai daughter
o Corporation
of King's Town Bank X
Director of Payeasy
Co., Ltd. L )
] . Digital Integration
Executive Director of
Makoto Bank Co,, Ltd.
Director of Mentex
Glass INV DEV. Inc.
Director of Taiga
development Co.,
Ltd.
Director of TPPC
Vietnam
39,399,025 3.55%  [39,399,025| 3.55% - - - - - - - - -
5 Tiangang Si e
£ Investment | Male Master of Engineering T(I):/?/itoBra%k ings
'S | Republic of | Co., Ltd. Ages 3 Economics of Stanford )
5 China  |Representative:| 51 to 2023.05.23 years 2005.06.23 University Icnterr:an(ipal
[o] . .
2 Chiung-Ting | 60 - - - - 23,756,000 | 2.14% - - Vice Chairman of onstruction None | None None
S Teai T Management Co.,
sai King's Town Bank
: Ltd.
Assistant Manager of R .
Vincera Capital Grouy| Director of King's
P P Town Bank
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International Leasing
Co., Ltd

Director of Hotel
H20

Director of Jingzhan
Hotel Co., Ltd.
Director of Kangdi
Lehua Co., Ltd.
Director of Ronald
McDonald House

Hsiu University of

Cho Pharma Inc.

Charities
5,000,000 0.45% 5,000,000 0.45% - - - - - - -
i Education: Department
Fu Chiang Male of Construction : .
5 Investment 61 to Engineering, Cheng- Chairman of Baihong
g [Repwblicof) = Co, Ltd. | “26" |onog 0523 2 12020.05.12 Shiu Institute of Construction Co,
.5 China  |Representative: years years Technology & Ltd.
ina-Sh -
Ching-Shun old - - - - 7,200,628 0.65% Commerce Dlrect_or of Wangfu None | None None
Ou . Security Co.
Experience: Director of ’
o Supervisor of
King's Town Bank Co., |,
Jincheng
L. Construction Co
Chairman of Baihong ’
Construction Co., Ltd.
5,000,000 0.45% 5,000,000 0.45% - - - - - - -
Education: Department
) of Home Economics,
Fu Chiang |Female Shih Chien University
S . Investment | 61to Experience: Director
g |Republicof) "0 ") g, 70 |2023.05.23| > |2023.05.23 and teacher of Private _
=| China - years h T Chairman of
[a) Representative:| years Minda Senior High .
Yi-Li Chuang | old - - - - - - School Hsmtnc/j Investment None | None None
Head of Clerical Team Co. L.
of Private Minda
Senior High School
Chairman of New
Frontiers Limited
Education: Bachelor of Honorgry Director of
= Male L . Kaohsiung Chang
5] Medicine, Kaohsiung h
2 | Republic of | Chao-Lon o 3 Medical Universit Gung Memorial
g | epudlt 9 | 75 |2023.05.23 2017.05.17| - - - - - - Y |Hospital None | Nome | None
S| China Chen years Honorary Doctorate of :
3z years Engineering, Cheng Chairman of the
= old ! Board of Directors of
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Science and
Technology

Honorary Doctorate,
Asuncion University,
Paraguay

Honorary
Doctorate,San Carlos
University, Guatemala
Experience:
Independent Director of
King's Town Bank
President of Kaohsiung
Chang Gung Memorial
Hospital

Academician of the
Chinese Academy of
Engineering

Professor, Chang Gung
University

Director of Fulin
Plastic Industry
(Cayman) Holding
Co., Ltd. Taiwan
Branch.

Director of  Hilai
Food Co., Ltd.
Independent Director
of Nanliu Enterprise
Co., Ltd.

Chairman of
Microbio (Shanghai)
Co., Ltd.
Independent Director
of SciVision Biotech
Inc.

Chairman of the
Board of Directors of
the Chen Chao-Long
Academic
Foundation, Inc.
Chairman of the
Board of Directors of
the Chen Chao-Long
Foundation for Liver
Transplantation
Director of Taiwan
Bio-development
Foundation

Director of Fooyin
University

Director of Taipei
Medical University

Republic of
China

Independent Director

Chuan-Fu Hou

Male
61to
70

2023.05.23

years

2020.05.12

Education: Bachelor of
Economics of Nihon
University

Experience:
Independent Director of
King's Town Bank
Tainan Life Insurance
Agency Co., Ltd.
Chairman

President of King’s
Town Bank

Assistant Vice
President of Business
Department of King's
Town Bank

Secretary to the Board
of Directors of King's
Town Bank

Business Manager of
Dai-Ichi Kangyo Bank

Chairman of Kuan Li
Bao Construction
Co., Ltd.

Chairman of He Li
Bao Construction
(Holdings) Inc.
Director of the Hou
Ancestral Hall Fund

None

None

None
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Republic of
China

Independent Director

Ping-Sung Wu

Male
61 to
70

2023.05.23

years

2022.05.09

Education: Master of
Finance Management,
National Kaohsiung
First University of
Science and
Technology
Experience:
Independent Director of
King's Town Bank
Independent Director of
Yiho International
(Holdings) Inc.
Director of Tang Eng
Iron Works Co., Ltd.
Manager of Kaohsiung
Branch of Bank of
Taiwan

Manager of Fengshan
Branch of Bank of
Taiwan

Manager of Tainan
Branch of Bank of
Taiwan

Adjunct Lecturer of
Department of
Financial Management,
National Kaohsiung
University of Science
and Technology
Adjunct Lecturer of
Department of Finance,
1-Shou University
Adjunct Instructor,
Cheng Shiu University

Adjunct Associate
Professor,
Department of
Financial
Management,
National Kaohsiung
University of Science
and Technology
Independent Director
of Ample Electronic
Technology Co., Ltd.

None

None

None

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: 2024.01.31

Name of Institutional Shareholder

Major Shareholders of the Institutional Shareholders

Tiangang Investment Co., Ltd.

Baihong Construction Co., Ltd. (90.91%), Tien-Tsan Tsai
(2.82%), Meiyun S. Tsai (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 Co., Ltd.

Yi-Ying Chen(100%)

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

preceding paragraph

Base date: 2024.01.31

Name of Institutional Shareholder

Major Shareholders of the Institutional Shareholder

Baihong Construction Co., Ltd.

Tien-Tsan Tsai (30.35%), Yi-Ying Chen (34.76%), Chia-Ling Tsai
(34.83%), Hsin-Yi Tsai (0.06%)

Chieh Chih Construction Ltd.

Tien-Tsan Tsai(5.30%), Hsien-Tsung Wang (61.21%), Jincheng
Construction Co., Ltd..(33.48%)

British Virgin Islands Bertmei Investment
Group Co., Ltd.

Atherton Investmemt Group Ltd (100%)

4, Disclosure of Professional Qualifications of Directors and Supervisors and Independence of

Independent Directors

Base date: 2024.01.31

Number of Other
Criteria Public Companies in
. . . . Status of Which the Individual
Professional Qualifications and Experience atus 0 el the mdivicua
Independence is Concurrently
Name Serving as an
(Note 1) Independent Director
Chairman  |At least five years of working experience in business, None
Chen-Chih Tai |legal, finance or banking
Vice Chairman ) ) ) )
) i At least five years of working experience in business,
Chiung-Ting ) - None
) legal, finance or banking
Tsai
Director At least five years of working experience in business, None
Ching-Shun Ou (legal, finance or banking
Director At least five years of working experience in business, None
Yi-Li Chuang |legal, finance or banking
Independent |At least five years of working experience in business,
Director legal, finance or banking None
Chuan-Fu Hou |Work experience: President of King’s Town Bank
At least 5 years of working experience required for
Independent ) ] (Note 2)
. commerce, law, finance, accounting or banking
Director )
profession. 2
Chao-Long ) ) .
Ch Experience: Chairman of the Board of Directors of
en
Cho Pharma Inc.

13



Chapter 3 Corporate Governance Report

Criteria

Name nNote 1)

Number of Other
Public Companies in
Status of Which the Individual
Independence is Concurrently
Serving as an
Independent Director

Professional Qualifications and Experience

Independent
Director

Ping-Sung Wu

At least 5 years of working experience required for
commerce, law, finance, accounting or banking
profession. 1

Experience: Manager of Kaohsiung Branch, Fengshan

Branch, and Tainan Branch, Bank of Taiwan

Note 1. None of the

directors has any of the circumstances described in Article 30 of the Company Act.

Note 2.  Status of Independence is as follows:

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

(2) Not a Director or supervisor of the Company or any of its affiliates.

(3) Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by

the person under others’ names, in an aggregate amount of 1% or more of the total number of outstanding shares of the

Company or is ranked in the top 10 in shareholdings.

(4) Nota

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 paragraphs,

(5) Not a director, supervisor or employee of the companies with which the Company has a specific relationship.

(6) Not a professional individual, sole proprietorship, partnership, owner of a company or institution, partner, director, supervisor,

managerial officer or spouse thereof that provides auditing service for CHAINTECH or any of its affiliates, or provides

commercial, legal, financial, or accounting service with cumulative remuneration more than NT$500,000 in the past two years.

5. Diversity and Independence of the Board of Directors

1)

Diversity of the Board of Directors

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 election of the members of the Board of Directors of the Bank is carried
out in accordance with the provisions of the Articles of Association of the Companies Act and
adopts a Board nomination system. In addition to evaluating the qualifications of candidates,
the "Procedures for Election of Directors" and "Corporate Governance Best Practices
Principles" are observed to ensure the diversity of directors. In order to diversify our Board, an
additional female director will be elected at the 2023 shareholders meeting.

the Bank's current Board of Directors consists of seven directors, all of whom are not employees,
Among them, there are three independent directors, one of whom has served for less than three
years and two of whom have served between three and nine years. As for the age distribution of
the directors, one is between 51 and 60 years old, four are between 61 and 70 years old, and two
are between 71 and 75 years old. We integrate rich experience with innovative ideas, and our
members have extensive expertise in financial accounting, industry knowledge, and business
management. In terms of professional competence and industry experience, Directors Chen-
Chih Tai and Chiung-Ting Tsai specialize in risk management, investment decision-making,
financial analysis and macroeconomic analysis. Director Ching-Shun Ou specializes in practical
experience in construction and land development, while Director Yi-Li Chuang specializes in

industry-academia promotion and educational advancement. Independent director Chuan-Fu

14
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Hou specializes in strategic management, risk management and credit business. Independent
director Chao-Long Chen specializes in medical research, technology development and
international expansion. Independent director Ping-Sung Wu specializes in risk management,
marketing operations and finance. The diverse and complementary composition of the Board
members contributes significantly to the development of the Bank's deposit, financing and
investment businesses.

Pursuant to Article 29 of the “Corporate Governance Best-Practice Principles,” the members of
the Board of Directors should generally have the knowledge, skills, and self-cultivation required
for performing 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 .| =
(=i 83 E - — O -

Age Inde.pendent E =g 2|52 g o
> Director ) é S| 2|E|L|S |l
3= = = 2Ic{2| 2 |E|l=Z|=
= o =N '8 c | 2] 8| o =|® | €
=) g %) — | 8| ® | 81 c sl e|5 7
.S 5 s z Sl el|E S18 |25 |3 S
g S S| §|elE|g|lE|E|EB|E| S |B
4 45to|51to|61to|71to| ~|B|E|2|x|32|28|c|2|8

Name of 50 1 60 | 70 | 75 ,“g 2 % § 2|l |52 = o

~ o m L] —
director 5] o <

Chen—Chlh Repul?hc Male v AV A
Tai of China

Chlung—.Tlng Repul?llc Male v Jlolvlolvlslolv] v
Tsai of China

Ching-Shun Repul?llc Male % v Jvlvlvlvlols
Ou of China
A Republic

Yi-Li Chuang . |Female v VIVvIivIVv|V ViIiviv
of China

Chuan-Fu Repul?llc Male % v Jlvlslvlvlivlivivly
Hou of China

Chao-Long Repul?hc Male v IV 2 A A
Chen of China

Ping-Sung Repul?llc Male v % Jlolvlolvlslolv] s
Wu of China

The specific management objectives and achievement of the Company's diversity policy are as
follows:
A. Specific management objectives:At least three directors out of all Board Directors have
any of the capabilities listed above.
Individual director must demonstrate at least the five capabilities listed above.
B. Current implementation: Currently, all Board Directors have fulfilled the objective of the

diversity policy.
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(2) Independence of the Board of Directors

Among the seven directors of the Bank, three independent directors account for 43% of the total

number of directors. There is no spouse or second degree of kinship among the directors or

independent directors, and there is no government agency or single legal entity and its

subsidiaries occupying more than one-third of the Board of Directors' seats.

6. Continuing education of directors
Title Name UL Organizer Course name ULELE
date hours
Trends in the Latest International Carbon
. . ... | Tariffs and Sustainable Business Strategies
Chairman Chen-(_?hlh 2023.10.16 Taiwan S_ecyrltles for the Securities and Financial Industry 6
Tai Association — -
Principle of Fair Treatment of Customers and
Business Integrity
Trends in the Latest International Carbon
Vice Chiuna- Taiwan Securities Tariffs and Sustainable Business Strategies
. ; 9" 12023.10.16 o for the Securities and Financial Industry 6
Chairman | Ting Tsai Association — -
Principle of Fair Treatment of Customers and
Business Integrity
Trends in the Latest International Carbon
China-Shun Taiwan Securities Tariffs and Sustainable Business Strategies
Director g 2023.10.16 - for the Securities and Financial Industry 6
Ou Association — -
Principle of Fair Treatment of Customers and
Business Integrity
Trends in the Latest International Carbon
Taiwan Securities Tariffs and Sustainable Business Strategies
2023.10.16 Association for the Securities and Financial Industry
Principle of Fair Treatment of Customers and
Business Integrity
Safety is not guaranteed by only focusing on
Director Yi-Li 2023.09.22 Talwar) Institute one’s own security - Supply_cham 18
Chuang of Directors cybersecurity management and risk control
from a business resilience perspective.
2023.08.25 Talvx_/an Inves_tor Protection of Trade _Sgcrets and Non-
Relations Institute Competition
Taiwan Corporate How Lighthouse Factory Achieves
2023.07.14| Governance Sustainable Development through Digital
Association Transformation
Recent Developments in ESG and
2023.12.19 Considerations for Directors and Supervisors
Introduction to the Latest Corporate
2023.12.19 Governance and Securities Trading
Indebendent| Chao-Lon Taiwan Corporate Regulations and Cases
P g Governance Recent Tax Law Reforms and Case Studies 15
Director Chen 2023.11.06 - ) . .
Association on Family Succession Practices
The Practice of Corporate Mergers and
2023.08.10 Acquisitions and Their Impact on Financial
Reports
2023.05.09 Protection of Trade Secrets
Trends in the Latest International Carbon
Independent| Pina-sun Taiwan Securities Tariffs and Sustainable Business Strategies
P g 9 12023.10.16 . for the Securities and Financial Industry 6
Director Wu Association — -
Principle of Fair Treatment of Customers and
Business Integrity
Trends in the Latest International Carbon
. ... | Tariffs and Sustainable Business Strategies
Inde_pendent Chuan-Fu 2023.10.16 Taiwan S_ec_urltles for the Securities and Financial Industry 6
Director Hou Association — -
Principle of Fair Treatment of Customers and
Business Integrity
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Information on President, Assistant Vice Presidents, Vice Presidents, and Heads of Various Divisions and Branches

Units
Base date:2024.01.31
Shareholding by Managers who are Spouses
Shareholdings Sl (Rl iy Nominee or Within the second degree
S & Dpanilas Arrangement of Kinshi
Title Nationality Name | Date Elected | Gender - - geme Education Other Position D
Ratio of Ratio of Ratio of
Shares | Shareholding | Shares | Shareholding | Shares | Shareholding Title | Name | Relationship
(%) (%) (%)
Director of Fu Jen
Republic of Hung- Graduate Institute of Innovation
President pub Liang 2022.03.01 | Male 96,000 0.009 - - - -|Finance of Fu Jen Catholic |Commercial Co., Ltd. | None | None None
China . N . .
Chiang University Supervisor of InfoFab
Inc.
. . Graduate Institute of
Chief Auditor | REPUBNCOF | Ching- 1 16 11 6 | Male | 51,022 0.005 - 4 - -[Finance of National None None | None | None
China Chu Pai . .
Cheng Kung University
Senior Vice . .
” . A : . Director of King's
President of | Republic of | Qi-Wei | 5,3 1453 | Male 66,000 0.006 - - - | Department of Law of -0 1 Ban Securities | None | None | None
Compliance China You Soochow University Co. Ltd
Department T
Senior Department of
President of the Republic of Hung- I efpar n‘t@n % . . Supervisor of King's
Information Puo Sung | 2021.05.11 | Male 51,000 0.005 - - - -|meormation ENSIneering - o\yn Bank Securities | None | None None
China of National Yang Ming
Technology Shen Chiao Tung Universit; Co, Ltd.
Department e Sty
. . . Department of Land
Senior Vice | Republicof | Chung- | 5555 19,03 | Male - - - A4 - | Economics of National None None | None | None
President China Cheng Lin . Lo
Chung-Hsing University
Vice President
of " . Graduate Institute of
Administration | Republic of | Chien-Ko | 5516 1065 | male | 285444 0.026 - - - | Finance of National None None | None | None
China Yang N
Management Chung Cheng Univerisity
Department
Vice President .
5 . P Department of Business
ofthe Credit | Republic of | Chi-Chia | )¢ 15 55 | Male | 100,000 0.009 - . | Mathematies of Soochow None None | None | None
Assessment China Chang P
University
Department
Department of Finance
Vice President | Republic of |Ying-Shih R ~ ~ _|and Banking of China
of Head Office China Tu 2019.01.23 | Male 35,000 0.003 University of Science and None None | None None
Technology
Vice President | Republic of | Kai-Ming Department of Economics
of Head Office China Liu 2023.03.01 | Male 116,000 0.010 - - - - ofl_\latlo_nal Chung Hsing None None | None None
University
Senior Manager . . Finance Program of the
of Trust Repul? lic of | Hui-Chen 2022.04.12 |Female - - - - - -|National Yang Ming Chiao None None | None None
China Yu e
Department Tung University
Senior Manager Financial Operations :
of Human Republic of | Wan-Hsin Institute of the National Director of $h0pnet
" . 2023.02.07 | Male - -| 70,000 0.006 - - X L . Homeshopping Co., | None | None None
Resource China Liu Kaohsiung University of
. Ltd.
Department Science and Technology
Director of Taiwan
Pulp & Paper
Corporation
Imz::i‘;;s; Director of Mentex
Bankin London School of Enterprise Co., Ltd.
De artmcnfand Republic of Political and Economic Director of AdvanPak
pOBU and F(Jthina Olivia Tai | 2019.11.26 |Female | 1,052,000 0.095 - - - -|Sciences Institute of Inc. Ltd. None | None None
. Financial Risk Director of TPPC
Operations .
Management Vietnam
Management PH&L
Department INTERNATIONAL
LTD.
Director
Manager of
Digital Service Republic of | Yun-Chi Institute of International  |Director of King's
& Channel F(J:hi na u]’e;n @1 2020.02.10 | Female 45,000 0.004 - - - -|Business of National Town Bank Securities | None | None None
Management = Chengchi University Co, Ltd.
Department
Manager of . . Department of
Bancassurance Repul?llc of Hung-Pm 2021.07.20 | Female 2,000 0.000 - - - -|International Business of None None | None None
China Hsien pust
Department Kunshan University
Manager of . . Department of Banking
NPL Collection | REPUBNICOF |Shui-Shan| 537 o4 56 | Male | 38,000 0.003 - - - | and Insurance of Shih None None [ None | None
China Huang . Lo
Department Chien University
Mar:{ligir of Republic of Hsiao- Institute of Finance of
pub Tsung 2022.06.01 | Male 25,000 0.002 - - - -|National Chengchi None None | None None
Management China R
Chu University
Department
Manager of Department of Finance,
Treasury | RePUBNC of | Shib-Chi | 503 05 07 | mate | 5,000 0.000 - 4 - | Institute of International None None | None | None
China Chuang Trade, Soochow
Department A R
University
Il\fsitg:egtf Republic Po-Hen Xingguo College of Director of King's
. pub 21 2023.10.23 | Male - - - - - -|Management, Department | Town Bank Securities | None | None None
Service of China Chen .
of Finance Co, Ltd.
Department
Manager of
Customer . . Department of
Service & Reput?llc of | Hui-Chen 2023.11.01 | Female - - - - - -|International Business of None None | None None
. China Lu N
Operations Soochow University
Department
King's Town Bank
Accounting Republic of | Yu-Hsuan } R R _|Providence University International
Executive China Chen 2018.08.07 | Female 9,000 0.001 Department of Accounting [ Construction None | None None
Management Co., Ltd.
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Shares Held by

Shareholding by

Managers who are Spouses

Shareholdings Nominee or Within the second degree
Sk € D2l Arrangement of Kinshi
Title Nationality Name | Date Elected | Gender = = g = Education Other Position P
Ratio of Ratio of Ratio of
Shares | Shareholding | Shares | Shareholding | Shares | Shareholding Title | Name | Relationship
(%) (%) (%)
Supervisor
King's Town Bank
International Leasing
Co., Ltd
Supervisor
Manager of Department of
Corporate Republic of | Jen-Fua International Trade,
Banking Center F():hina Yan 2023.04.25 | Male - - - - - -| Tamsui Vocational High None None | None None
of Yu-Chia = School of Commerce and
District Industry
Manager of
Corporate Republic of Chun- Senior Management
Banking Center pub Ching 2023.04.25 | Male 12,574 0.001 - - - -|Office of National Chung None None | None None
China A
of Technology Chen Cheng University
Industry
Manager of .
Department of Accounting
Corporate Republic of | Mei-Lien of National Tainan
Banking Center P " 2023.10.17 | Female 28,784 0.003| 5,000 0.000 - - . . None None | None None
s China Wu Commercial Vocational
of Tainan Senior High School
District s
Manager of Department of
Head Office | REPUBNCOf | Ming-Jen | 53 10 17 | wale | 100,244 0.009 - 4 - -|International Business and None None | None | None
. China Wu Trade of Ming Chuan
Operations . .
University
Department of
Taipei Branch | Republic of Yu-Jia R R R ~ ~ _|International Business,
Manager China Chen 2023.03.21 | Male National Chengchi None None | None None
University
. . . National Chengchi
Neihu Branch | Republicof | Ping- | 15 15 5 | wale | 40,000 0.004 - A4 - | University Business None None | None [ None
Manager China Chao Ho . .
Administration Program
Zhongxiao . .
Branch | REPUBNCOf | Andy 1 5503 031 | Male | 90,000 0.008 - 4 - -|Pepartment of Economics None None | None | None
China Feng of Soochow University
Manager
Songshan " Department of Economics
Branch | REPUDNCOF | Ssu-Hao | 53 3 01 | Male 2,000 0.000 - - - | of Fu Jen Catholic None None | None | None
China Chen Lo
Manager University
. Department of Land
Luzhou Branch | Republic of | Guo-Feng | 5053 15 6 | Male | 28,000 0.003 - A4 - | Economics, National None None | None [ None
Manager China Gao P .
Chengchi University
Shuanghe Institute of Business
Branch Repul?llc of Hung.'Chl 2022.07.11 | Male - - - - - - Admlmstratlon Of. None None [ None None
China Liu National Chengchi
Manager s .
University
Senior Manager . . Department of Business
of the Bangiao Repul?llc of | Kuang-Ti 2023.03.21 | Male 29,000 0.003 - - - -|Management of National None None | None None
China Yang N A
Branch Chung Hsing University
Graduate Institute of
Xinzhuang Republic of Shih- International Business
Branch F(thina Hsun 2019.12.30 | Male 50,020 0.005( 6,000 0.001 - -| Administration of None None | None None
Manager Chou Sheffield Hallam
University
Senior Manager " . .
of the Xindian | RePUBNC OF | Kuo-Shun| 5553 63 01 | Male - - - - - | Department of Economics None None | None | None
China Liu of Feng Jia University
Branch
Taoyuan Branch| Republic of | Sheng- R ~ ~ _| Department of Statistics,
Manager China Yuan Lo 2020.07.28 | Male 8,000 0.001 Shih Chien University None None | None None
Senior Manager " . National Central
of the Jhongli | REPUDCOF | Ching-An| )51 1) g | Male - - - - - -| University EMBA None None | None | None
China Chen
Branch Program
Nankang " Graduate Institute of
Branch | Republicof \Wen-Peng| 5055 1 03 | Male | 10,000 0.001 - 4 - -|Finance of Fu Jen Catholic None None | None | None
China Mo N
Manager University
Hsinchu . Da-Yeh University
Branch Republic of | Yen-Chao | 53 10,93 | Male - - - - - -| Graduate Institute of None None | None | None
China Chen . L
Manager Business Administration
Eastern Republic of | Ping-Hua Department of Economics
Hsinchu Branch . 2022.10.03 | Male - - - - - - - T None None | None None
China Chen of Feng Jia University
Manager
Taichung Department of
Branch Repul?llc of Ming-Joe 2019.11.01 | Male 2,000 0.000 - - - | International Business of None None | None None
China Chiang Chung Yuan Christian
Manager N .
University
Sheng Department of
Wenxin Branch | Republic of g International Business
Manager China Tang 20211221 | Male : : ) i i "| Administration of Chinese None None | None None
Huang P
Culture University
. " Department of Business
Dali Branch Repul?llc of Chung-- 2021.12.21 | Male 350 0.000 - - - -|Management of National None None | None None
Manager China Cheng Li . N AN
Chung Hsing University
Senior Manager .
. i Department of Business
of the Republicof | Ming- | ,050 05 15 | Male | 26,000 0.002 ; . . -| Administration of Ling None None | None | None
Changhua China Ching Yao L
Tung University
Branch
Graduate Institute of
Huwei Branch | Republic of | Wen-He Finance of National
Manager China Liao 2021.12.21 | Male 20,748 0.002 - - - *| Yunlin University of None None | None None
Science and Technology
. " Shu- National Tuku Vocational
Douliu Branch | Republicof | oy o | 50191230 |Female| 86,000 0.008 ; . . | High School of Commerce None None | None | None
Manager China
Chen and Industry
Department of Business
Beigang Branch | Republic of | . R R R ~ ~ _|Management and Design
Manager China Li-Fen Tu| 2019.12.30 |Female of Tatung Institute of None None | None None
Commerce and
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Shares Held by

Shareholding by

Managers who are Spouses

Shareholdings Nominee or Within the second degree
Sk € D2l Arrangement of Kinshi
Title Nationality Name | Date Elected | Gender = = g = Education Other Position P
Ratio of Ratio of Ratio of
Shares | Shareholding | Shares | Shareholding | Shares | Shareholding Title | Name | Relationship
(%) (%) (%)
Technology
Department of Accounting
i . . . and Statistics of Tatung
Dounan Branch | Republic of | - Li-Yu | 19 15 34 | Female 9,000 0.001 - - - - | Institute of Technology None None | None None
Manager China Liao -
(Formerly Tatung Junior
College of Commerce)
Department of Business of
Xiluo Branch Reput_vllc of | Fu-Chin 2021.12.21 | Female 22,083 0,002 . R R _|National Chla—Yl Senior None None | None None
Manager China Chen Commercial Vocational
School
Department of
International Trade of
Lunbei Branch Repul?llc of Mel-ng 2019.12.30 | Female 7,000 0.001 ) R R _|Ling Tung Unlverslty None None | None None
Manager China Lin (Formerly Ling Tung
Commercial Vocational
School)
. . . Department of Economics
Chiayi Branch | Republicof | Ying- | 15,3 04 55 | Male | 10071 0.001| 75,000 0.007 - -|of Fu Jen Catholic None None | None | None
Manager China Feng Tsai o
University
Department of Accounting
Minghsiung " . and Statistics of Tatung
Branch | RePUBNicof | YuMel |00 155y |Female| 33379 0.003 - - - | Institute of Technology None None | None | None
China Chen :
Manager (Formerly Tatung Junior
College of Commerce)
Department of Accounting
Puzi Branch Repul?llc of | Yin-Shu 2019.12.30 | Female 21,006 0.002 R ~ ~ _|of San Sin High School of None None | None None
Manager China Huang Commerce and Home
Economics
Department of
Meishan Republic of Shu- Comprehensive Business
Branch pChina Chuan 2020.11.01 |Female 22,000 0.002 - - - -|of National Hua-Nan None None | None None
Manager Kuo Commercial Vocational
High School
Zhongpu " . Tainan Vocational High
Branch Republic of | Hsiu-Tuan| 1 o6 01 | Female - - - - - -|School Department of None None | None | None
China Lin .
Manager Accounting
Department of Finance
. . and Banking of Tatung
Zhugi Branch | Republicof | Man- | 553 43 01 | Femate| 2,000 0.000 - - - | Institute of Technology None None | None | None
Manager China Chun Chu i
(Formerly Tatung Junior
College of Commerce)
Department of Accounting
. . . and Statistics of Tatung
Xingye Branch | Republicof | Ping- | 555152 | wmale | 18,310 0.002| 6,000 0.001 - -|Institute of Technology None None | None | None
Manager China Hsun Tsai :
(Formerly Tatung Junior
College of Commerce)
Shuishang Department of Business of
Branch Republic of | Ching- | 3 03 01 | Female - - - - - | National Chia-Yi Senior None None | None None
China Mei Wu Commercial Vocational
Manager School
Department of Accounting
. . . and Statistics of Tatung
Dalin Branch | Republic of | Li-Wen | 3 3 ) | Female 199 0.000 ; . . | Institute of Technology None None | None | None
Manager China Tsai :
(Formerly Tatung Junior
College of Commerce)
. " College of Management of |
Taibao Branch | Republic of |y 5 51 o1 2023.03.01 |Female| 12,930 0.001 ; . . | National Chiayi None None | None | None
Manager China Lo
University
. . Chiu- College of Management of
Tainan Branch | Republicof | -y | 502 0531 [Female| 10,000 0.001 ; . . -| Chang Jung Christian None None | None | None
Manager China Lo
Kuo University
Eastern Tainan . . Nantai University College
Branch | REPUBNCOf | Mei-Wen | 57 05 31 | Female| 33,513 0.003 - 4 - -|of Business and None None | None | None
China Wang
Manager Management
Senior Manager Republic of Ching- Department of Economics
of the Yunong pub Chung | 2023.12.26 | Male - - - - - -|oep P None None | None None
China of Tunghai University
Branch Hsu
Chien- Institute of Money and
Kaiyuan Branch Repul‘:lllc of Hsun 2020.03.01 | Male 2,000 0.000 R ~ ~ ~ Bankn?g ofthc. Natl.ona] None None | None None
Manager China Tsen Kaohsiung University of
2 Science and Technology
Annan Branch | Republic of [ Chia-Hao Department of Economics
Manager China Tien 2019.12.30 | Male 10,000 0.001 - - - | of Feng Jia University None None | None None
Department of Business
Senior Manager " . Administration of
of the Anhe Re‘é”h?:]'g of Y”"T“'Pi‘“g 2023.10.23 | Male - - - - - -| Southern Taiwan None None | None | None
Branch sa University of Science and
Technology
Department of
Xingxing Commercial Management
Branch | RePUBNiCOf | Su-Chin | ) 0531 | Female - - - - - -|of National Tseng-Wen None None | None | None
Manager China Kuo Home Economics &
e Commercial Vocational
High School
Department of
Zhonghua Republic of Chao- Occupational Safety and
Branch pChina Yang 2023.08.01 | Male 540,227 0.049 - - - -|Health, Chia Nan None None | None None
Manager Wang University of Pharmacy
and Science
Fucheng : Chao- . .
Branch Reput?llc of Hsien 2021.12.21 | Male - - - - - - Departme_m of_Au,o_untmg None None | None None
China of Feng Jia University
Manager Chou
Yongkang . . Department of Banking
Branch | Republicof |Chia-Jungl , ) 1551 | remate| 25,000 0.002 ; . . -|and Insurance of Feng None None | None |  None
China Tsai —_ . s
Manager Chia University
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Shares Held by

Shareholding by

Managers who are Spouses

Shareholdings Nominee or Within the second degree
Sk € D2l Arrangement of Kinshi
Title Nationality Name | Date Elected | Gender = = g = Education Other Position P
Ratio of Ratio of Ratio of
Shares | Shareholding | Shares | Shareholding | Shares | Shareholding Title | Name | Relationship
(%) (%) (%)
. Chiung- Bachelor Degree Program
Rende Branch | Republic of | “cyi. o | 5020,09.01 | Female 440 0.000 - 4 - -|in Management of Chang None None | None [ None
Manager China . L P
Tsai Jung Christian University
Department of Accounting
Information of Tainan
Xinhua Branch Repul?llc of Shu-Hul 2023.12.26 | Female 1,000 0.000 R ~ ~ _[University oijechno.logy None None | None None
Manager China Chin (Formerly Private Tainan
Junior College of Home
Economics)
Department of
Guiren Branch | Republic of Hsiu- Comprehensive Business
pub Yueh 2021.04.27 | Female 2,000 0.000( 2,000 0.000 - -|of Tainan Nan Ying Senior None None [ None None
Manager China . e
Cheng Commercial & Industrial
Vocational School
Department of Accounting
Guanmiao Information of Tainan
Branch Reput?llc of Ch'e".' 2019.12.30 |Female 2,000 0.000 - - - | University Of.TeCh"(’.k’gy None None | None None
China Jung Lin (Formerly Private Tainan
Manager .
Junior College of Home
Economics)
Yen Hang " . Department of Library
Branch | Republicof | Kao-Hui | o555 ) 03 | wiale 2,000 0.000| 2,000 0.000 - | Information of the World None None | None | None
China Lin -
Manager College of Journalism
Department of Accounting
Xinying Branch Reput_vllc of Mi-O She | 2023.01.03 | Female 1,000 0.000 } R R R ofNatmnql Tainan None None | None None
Manager China Commercial Vocational
Senior High School
. . Chiung- Wu Feng Industrial and
Yanshui Branch | Republic of | "y ® | 5053 0455 |Female| 11,014 0.001 ; . . -| Commercial Information None None | None | None
Manager China
Huang Management Department
Madou Branch | Republic of |Kuo-Sung R ~ ~ _|Department of Economics
Manager China Kuo 2023.01.03 | Male 1 0.000 of Feng Jia University None None | None None
Senior Manager . . Southern Taiwan
of the Jiali Re[éuhl?rl:ac of L‘_{IISS]:IEh 2023.01.03 |Female - - - - - -| University of Science and None None | None None
Branch Technology EMBA
Shanhua " Chan- .
Branch | RePUPHCOT | "o | 2023.01.03 | Male | 2000 0.000 - 4 - -|Pepartment of Economics None None | None | None
China of Soochow University
Manager Kang
.. " Department of Finance of
Xuejia Branch Repul?llc of Yu-(;hen 2022.05.01 |Female - - - - - -| Tainan University of None None | None None
Manager China Lin
Technology
Lo . Department of Business
Xinshi Branch | Republic of | I-Sheng | 54,1 15 51 | pale - - - - - -| Administration of Aletheia None None | None | None
Manager China Liu P
University
. . . Department of Accounting
Livjia Branch | Republic of | Chun-Mi | 19 15 30 | Female| 19,041 0.002 ; . . ~|of Open College of None None | None | None
Manager China Wu - .
Continuing Education
. " S College of Management of |
Xigang Branch | Republic of | Hui-Ling | >3 ) 03 | Female| 14,000 0.001 - - - -|National Chiayi None None | None | None
Manager China Ko L
University
. . . Department of Applied
Baihe Branch | Republic of | Tsan-Chin| ;5 04 55 | pale 7471 0.001| 3,056 0.000 . -| Mathematics of Chung None None | None |  None
Manager China Mao L ..
Yuan Christian University
Department of Accounting
Yujing Branch | Republic of | Mei-Hui ; R R _|of National Tainan
Manager China Wu 2023.01.03 | Female 5,004 0.000 Commercial Vocational None None | None None
Senior High School
Senior Manager . .
. . Department of Economics
of the Republic of | Chih-Fu | 3,0 09 01 | Male 2,180 0.000| 6,140 0.001 . | of National Chengchi None None | None | None
Kaohsiung China Huang A
University
Branch
Department of Finance Director of Morley
and Tax Planning of Industrial Corp.
Gangshan | g plic of Aletheia Universit Director of Pei-Yu Co
Branch . Ta-1 Shau | 2021.12.21 | Male - -| 2,000 0.000 - - R | None | None None
Manager China (Formerly Tamsui Institute | Ltd.
of Industrial & Business
Administration)
Zhongzheng Republic of Ying- Department of Business None
Branch %hina Hsiang | 2021.12.21 | Male 27,000 0.002| 5,000 0.000 - -| Administration of Tunghai None | None None
Manager Wang University
Northern Department of Business None
Kaohsiung | Republic of | Chen-Lin | 55, 15 51 | Female| 14,000 0.001 - 4 -| Administration of None | None | None
Branch China Lai Lo
M Soochow University
anager
Department of None
Nanzi Branch | Republic of Chin- International Trade,
a anc CPUDICOL | chyan | 2023.08.01 | Male 3,000 0.000 - - - - Tamsui Vocational High None | None | None
Manager China
Chang School of Commerce and
Industry
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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(1) Reappointment of Retiring Chairman and President as Consultants: None.

I11.  Remuneration of Directors, Independent Director, Supervisors, President, Senior Vice President and Employees

()] Remuneration of Directors and Independent Directors

2023

Chapter 3 Corporate Governance Report

Unit:NT$

Remuneration

Total amount of

Relevant remuneration received by directors who are also employees

Total amount of

Base compensation Resignation DI Business expense A B candoto SSL TN, IETURES, Severance pa! ABCDEF § Q
P g Remuneration p gfter-tax n?t and allowances X pay Remuneration to employees (G) and G to after-t_ax = .§
(A Pension (B) ©) allowances (D) income ratio E) and pension (F) net income ratio R
w
All companies .- %
_ ) ) ) ) ) ) ) the Bank mentioned in the ) &2 s
Title Name S % > 3 % > 5 % > 2 % > 2 % > 8 % > 8 % > financial statements ] %:2 % 3 g
2 |889 |2 |8589|3 |EEg|  |889| 7 |889| R |BS9|  [ESQ 2 |8E89|< %3
o] 0w @ 3 W w2 3| W o3 o} 0w o 3 w w @ 3 W (a3 W |\ @ 3 W wa 3 o <
& = o & = o & = o 1) = o I = o I = o I = o & €»na o —
2 | %58 |2 |85B| R |§58| R |58 | 2 |58 | % [E5B| R [BSE| cash | Stock | Cash | Stock | 2 [F58| 22
558 gg% gg% gg% g%'* 558 558 Amount | Amount | Amount | Amount 538 %é
w w w w w w w w
Chen-
Chairman | Chih |6,582,960| 6,582,960| O 0 0 0 240,000 240,000|0.110%| 0.110%| O 0 0 0 0 0 0 0 0.110%| 0.110%| None
Tai
Vice Chiung
Chairman -Ting [4,842,960( 4,842,960| 0 0 0 0 240,000| 240,000{0.082%]| 0.082%| O 0 0 0 0 0 0 0 0.082%| 0.082%]| None
Tsai
Ching-
Director Shun 480,000 480,000 O 0 0 0 290,000| 290,000{0.012%]| 0.012%| O 0 0 0 0 0 0 0 0.012%| 0.012%]| None
Ou
Chung-
Director | Chang 189,334 189,334 0 0 0 0 116,667 116,667(0.005%| 0.005%| O 0 0 0 0 0 0 0 0.005%| 0.005%| None
Tsai
Director Ci;j;g 292,000 292,000 0 0 0 0 174,000 174,000{ 0.008%| 0.008%| 0 0 0 0 0 0 0 0 0.008%| 0.008%]| None
Independent Chao-
. Long 960,000 960,000 0 0 0 0 290,000| 290,000{0.020%| 0.020%| 0 0 0 0 0 0 0 0 0.020%| 0.020%]| None
Director Chen
I huan-
ndependent) Chuan-1 - o (0 106 960,000| 0 0 0 0 | 292,000 292,000[0.020%| 0.020%| 0 0 0 0 0 0 0 0 0.020%| 0.020%| None
Director |Fu Hou
Ping-
I
”g?r’:;‘iim Sung | 960,000  960,000| 0 0 0 0 | 292,000 292,000[0.020%| 0.020%| 0 0 0 0 0 0 0 0 0.020%| 0.020%| None
Wu

Note: This table discloses the remuneration for the period of the employment in 2023.
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1.

Please explain the independent director remuneration policy, system, standard, and structure, and the connection between the amount of remuneration and the considered factors such as their job responsibilities, risks, and
working 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: I. the Bank's operating plan. Il. Annual and semi-annual financial reports; I1l. 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. 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. V. Matters bearing on the personal interest of a directors; VI. Material assets or derivatives trading; VII. Offering, issuance or private placement
of any equity-based securities. VIII. Appointment, dismissal, or compensation of CPAs. IX. Appointment or dismissal of Finance Officer, Accounting Officer or Internal Chief Auditor. X. A donation to a related party, or a
major donation to a non-related party. However, a charitable donation as disaster relief for a major natural disaster may be submitted to the next board 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 Sustainable Development 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 for information disclosed above, remuneration paid for services rendered by Directors of the Company to all companies in the financial report (e.g., serving as a non-employee consultant) in the most recent fiscal year:
None

[44

Explanation:
1. Net income after tax of the Bank in 2023 was NT$6,207,101 thousand.
2. The remuneration contents disclosed are different from the concept of income specified in the Income Tax Act, thus, the purpose is for information disclosure only, rather than taxation purpose.
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(1)  Remuneration of the President and Senior Vice Presidents
2023
Unit:NT$
- Bonus and allowance, etc. -
Salary(A) Pension (B) Q) Remuneration to employees (D) il A A B 6 g _
All companies D to after-tax net income | Compensation g"om
. All companies All companies All companies the Bank _mentioned in the ratio (%) Iy LNEsE
Title Name - - : = : = financial statements company other than
mentioned in the mentioned in mentioned in ]
the Bank - ; the Bank - : the Bank - - - the company's
financial the financial the financial Cash Stock Cash Stock the All companies ulssata
statements statements statements e [ vy ) i [ — - mentioned in the Y
financial statements
President Hung-Liang Chiang | 5,564,700 5,564,700 0 0| 6,652,496 6,652,496 290 0 290 0 0.20% 0.20% None
E";Cr‘:sli‘(’i‘;xlce Chicn-Wei Pan | 1,148,346 1,148,346 0 0| 4240300 4,240,300 0 0 0 0| 0.09% 0.09% None
S;?;girdz’;ie Chih-Cheng Yu  |2,344,200 2,344,200 0 o| 2,107,160 2,107,160 290 0 290 0| 0.07% 0.07% None
S;fégirdz/;ie Qi-Wei You  |2,057,161 2,057,161 0 0| 1,482,800 1,482,800 290 0 290 0| 0.06% 0.06% None
Senior Vice . o o
President Chung-Cheng Lin | 3,994,650 3,994,650 0 0l 1,608,000 1,608,000 290 0 290 0 0.09% 0.09% None
S;fégirdz/;ie Hung-Sung Shen | 329,867 329,867 0 0| 44,000 44,000 0 0 0 0| 0.01% 0.01% None
Chief Auditor Ching-Chu Pai 1,425,580 1,425,580 0 0| 1,029,680 1,029,680 290 0 290 0 0.04% 0.04% None
(1) Name of the managerial officers and employee bonus amount paid to managerial officers
2023
Unit:NT$
Title Name Stock Amount Cash Amount Total Total amount to after-tax net income ratio (%)
President Hung-Liang Chiang
Chief Auditor Ching-Chu Pai
Senior Vice President Chung-Cheng Lin
Senior Vice President Hung-Sung Shen
Senior Vice President Qi-Wei You
Senior Vice President Chih-Cheng Yu 0
Vice President Ying-Shih Lu 0 3,480 3,480 0.000056065%
Vice President Kai-Ming Liu
Vice President Chien-Ko Yang
Vice President Chi-Chia Chang
Finance Manager Shih-Chi Chuang
Accounting Executive Yu-Hsuan Chen
Total 0 3,480 3,480 0.000056065%
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(IV) Analysis of the ratio of total remuneration paid to directors, supervisors, president, and senior 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$
2022 2023
All companies All companies
Title included in the included in the
the Bank ) the Bank )
consolidated consolidated
financial statements financial statements
Director 18,080,668 18,080,668 17,201,921 17,201,921
Presi . .
resident, Senior Vice 32,347,421 32,347,421 34,028,940 34,028,940
Presidents
Total 50,428,089 50,428,089 51,230,861 51,230,861
Ratio to the net income
on the parent Company 2.28% 2.28% 0.83% 0.83%
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
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 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 "Regulations Governing the Scope of
Powers of Independent Directors" of the Company, a reasonable level of remuneration different

from that of the Directors is resolved.
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(3) President, Senior Vice Presidents, Chief Auditor, Managers and Employees
The performance evaluation and remuneration system of the Bank’s President, Senior 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. Each year, the Compensation
Committee discusses the compensation and benefits of the Bank's senior executives at the
Compensation Committee meeting and submits them to the Board of Directors for approval.
The bonus component is linked to the performance assessment of the Bank's units. The content
of unit performance evaluation is divided into business indicators and non-business indicators,
accounting for 80% to 88% and 12% to 20%, respectively. The business indicator items include
financial profitability indicators, operational indicators, strategic development indicators, and
sustainable development implementation indicators. The content and weight of each indicator
are determined according to the responsibilities of each unit. It is stipulated that the weight of
the assessment of the implementation of sustainable development in the overall unit of the Bank
shall not be less than 5%. This is to integrate the resources of the entire Bank, formulate a unified
sustainable development strategy, strengthen the Bank's commitment to sustainable
development goals, and achieve sustainable development goals. Non-business indicators
include regulatory compliance, internal audit and internal controls. While taking into account
individual performance, responsibilities and contributions, appropriate compensation is
provided so that pay is highly correlated with company 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

n

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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)] Implementation of the Board

Implementation of Corporate Governance
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A total of 24 Board meetings were held in 2023. The attendance of the Directors was as follows:

Title

Name

Attendance in
person

Attendance
by proxy

Attendance
rate (%)

Remarks

Chairman

Tiangang Investment
Co., Ltd.
Representative: Chen-
Chih Tai

23

95.83%

Vice Chairman

Tiangang Investment
Co., Ltd.
Representative:
Chiung-Ting Tsai

19

79.16%

Director

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

24

100.00%

Director

Fu Chiang Investment
Co., Ltd.
Representative:
Chung-Chang Tsai

88.89%

As of May 23, 2023,
directors who have
resigned should attend
9 times.

Director

Fu Chiang Investment
Co., Ltd.
Representative: Yi-Li
Chuang

15

100.00%

As of May 23, 2023
the newly appointed
individual should
attend 15 times

Independent Director

Chuan-Fu Hou

24

100.00%

Independent Director

Chao-Long Chen

23

95.83%

Independent Director

Ping-Sung Wu

24

(=0 Ll K]

100.00%

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:

0] Matters referred to in Article 14-3 of the Securities and Exchange Act:

Board of Directors Proposal content and subsequent treatment
the Bank's 2022 annual bonus payment standards for the Chairman and Vice-
2023‘(,)1 09 Chairman of the Board of Directors
64th meeting of the Independent Directors' opinion: None.
15th Board of ;
Directors The Company's Response: None.
Approved by the unanimous decision of the directors present
2023.02.06 Changes of the Treasury Department Supervisor
65th meeting of the Independent Directors' opinion: None.
15th Board of The Company's Response: None.
Directors Approved by the unanimous decision of the directors present
)] the Bank’s 2022 parent company only financial statements and
consolidated financial statements and business reports
2023.02.20 (1) Audit report for the second half of 2022
66th meeting of the [(I1l)  Appointment and replacement of the Bank's Certified Public Accountants
15th Board of and Results of Independence/Competence Evaluation
Directors Independent Directors' opinion: None.
The Company's Response: None.
Approved by the unanimous decision of the directors present
m The "Statement of Internal Control System of King's Town Bank" for
2022
2 023‘(,)3‘20 (1) the Bank "Statement on Internal Control System for Anti-Money
68th meeting of the Laundering and Counter-Terrorism" 2022
15th Board of - ST
Directors Independent Directors' opinion: None.
The Company's Response: None.
Approved by the unanimous decision of the directors present
2023.04.10 The amendment to the Bank’s “Procedures for Acquisition or Disposal of
69th meeting of the |Assets”
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15th Board of Independent Directors' opinion: None.
Directors The Company's Response: None.
Approved by the unanimous decision of the directors present
)] the Bank’s 2023 Q2 parent company only financial statements and
consolidated financial statements
(1) Amendments to the "Internal Control System of Securities Companies"
and "Implementation Rules for Internal Audit of Securities Companies""
(1) Report on the Regulatory compliance of the Bank in the first half of 2023
2023.08.14  F(\ " Audit report of the first half of 2023
6th meeting of the - - — - -
16th Board of (V)  Approve the overall annual information security implementation for in
Directors the first half of 2023 . .
(V1)  Amendment to "The Policy and Strategy of the Bank's Fair Customer
Treatment Principle”
Independent Directors' opinion: None.
The Company's Response: None.
Approved by the unanimous decision of the directors present

Note: The above-mentioned motions were opposed by the independent directors, with reservations or
significant recommendations: None

)

Any recorded or written Board resolutions to which Independent Directors have objections or

reservations to be noted in addition to the above: None.

Regarding recusals of directors from voting due to conflicts of interests, the names of the directors,

contents of motion, reasons for recusal, and results of voting shall be specified:

1. The 64th meeting of the 15th Board of Directors held on January 9, 2023 approved the terms and
criteria for the annual bonus for the Chairman and Vice Chairman of the Board of Directors for
2022. Chairman Chen-Chih Tai and Vice Chairman Chiung-Ting Tsai recused themselves from the
discussion and voting in accordance with Article 15 of the Board of Directors' Meeting Rules, and
did not exercise their voting rights on behalf of other directors.

The execution of the Board's evaluation:

Frequency Period Scope Method Content
(Internal self- |Performance The Board of (1) Internal 1. Content of performance evaluation of the Board
evaluation) |evaluation of the |Directors, evaluation by | of Directors of the Company: Participation in the
Once a year |Board of individual Board the directors. Bank's operations, enhancement of the quality of
Directors, members, (1) Internal self- Board decisions, Board composition and
functional functional evaluation of structure, selection and continuing education of
committees and committees functional Directors, and internal control.
members of the (including the committees. |2. The performance evaluation of the functional
Board of Directors |Audit Committee, |(I11) Self- committees of the Bank is as follows: The level of
for the period the Compensation evaluation by participation in the Bank's operations, awareness
from January 1,  |Committee and the the Board of functional committee responsibilities,
2023 to December |Corporate members improvement of the quality of functional
31,2023. Governance and committee decisions, composition and selection
Nominating of functional committee members, and internal
Committee). control.
3. Content of performance evaluation of individual
Board members of the Bank includes: the Bank's
objectives and tasks, directors' awareness of their
responsibilities, their involvement in the Bank's
operations, internal relations and communication,
directors' professionalism and continuing
education, and internal controls.
(External The performance |Board of Directors |Appoint an
evaluation)  |of the Board of external The Board of Directors' performance evaluation
Every three years |Directors from professional includes eight major aspects:
January 1, 2021 to independent 1. Board structure and process.
December 31, organization 2. Composition of the Board of Directors.
2021 was (Ernst & Young  |3. Roles and responsibilities.
evaluated. Corporate 4. Legal and organizational structure.
Management 5. Director training development.
Consulting 6. Behavior and culture.
Services Co., Ltd.)|7. Supervision of risk control.
to conduct 8. Reporting, disclosure and performance
performance monitoring.
evaluation

Measures taken to strengthen the functionality of the Board in the current and the most recent year (e.g.
Establishment of the Audit Committee, enhancement of information transparency), and implementation

status:
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1. In 2023, the Company was valued and selected as the "Top 5% of Listed Companies" by the 8th
(2022) COrporation Governance Evaluation of the Securities and Futures Institute.

2. All the Board Directors should attend 168 meetings in 2023 and they actually attended 160 meetings,
representing an actual attendance rate of 95.23%.

3. The continuing education hours of each director in 2023 were in compliance with the provision of the
"Directions for the Implementation of Continuing Education for Directors and Supervisors of TWSE
Listed and TPEx Listed Companies".

4., In 2023, Independent Directors Chuan-Fu Hou and Ping-Sung Wu had an attendance rate of 100%,
and Chao-Long Chen had an attendance rate of 95.83%, 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 Bank's Audit Committee consists of three independent directors. The purpose of the Audit Committee
is to assist the Board of Directors in fulfilling its role of overseeing the quality and integrity of the Company
in performing accounting, auditing, financial reporting processes and financial controls.
The Audit Committee had 11 meetings held in 2023. The attendance of the Independent Directors is as
follows:
. Actual
. Professional Attendance| Attendance
Title Name . . . Attendance o Note
Qualifications/Experience Times by proxy | Rate (%)
At least 5 years of working
Independent | Chuan-Fu |experience in banking, credit 1 0 100%
Director Hou |business, finance and risk ?
management
At least 5 years of working
experience in international
Independent| Chao- |development, technology 1 0 100%
Director |Long Chen|development, business ’
management and crisis
management
At least 5 years of working
Independent | Ping-Sung |experience in banking, risk
. : . 11 0 100%
Director Wu management, marketing business
and financial management

1.
2.
3.

©oNo O~

The main deliberations and responsibilities of the Audit Committee of the Bank:

10.
Other mentionable items:

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

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.

Matters bearing on the personal interest of a director.

Material assets of derivatives trading.

Offering, issuance or private placement of any equity-based securities.

Appointment, dismissal, or compensation of CPAs.

Appointment or discharge of a finance officer, accounting officer or chief auditor;

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

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

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:

)] Circumstances referred to Article 14-5 of the Securities and Exchange Act:

Board of Directors Proposal content and subsequent treatment

the Bank's 2022 annual bonus payment standards for the Chairman and Vice-

64 thzr(;lze?):c(i)ri 'ng th Chairman of the Board of Directors
etng 01 € TResolution of Audit Committee: Passed by the consent of all members of the
15th Board of Directors

Audit Committee on January 9, 2023.
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The company has approved the handling of the opinions from the Audit
Committee. All attending directors are in agreement.
Changes of the Treasury Department Supervisor
2023.02.06 Resolution of Audit Committee: Passed by the consent of all members of the
65th meeting of the |Audit Committee on Febuary 6, 2023.
15th Board of Directors |The company has approved the handling of the opinions from the Audit
Committee. All attending directors are in agreement.
() The Bank’s 2022 parent company only financial statements and
consolidated financial statements and business reports
(I1)  Audit report for the second half of 2022
2023.02.20 (1) Appointment and replacement of the Bank's Certified Public
66th meeting of the Accountants and Results of Independence/Competence Evaluation
15th Board of Directors [Resolution of Audit Committee: Passed by the consent of all members of the
Audit Committee on Febuary 20, 2023,
The company has approved the handling of the opinions from the Audit
Committee. All attending directors are in agreement.
()  The "Statement of Internal Control System of King's Town Bank" for
2022
(I) the Bank "Statement on Internal Control System for Anti-Money
Laundering and Counter-Terrorism" 2022
Resolution of Audit Committee: Passed by the consent of all members of the
Audit Committee on March 20, 2023.
The company has approved the handling of the opinions from the Audit
Committee. All attending directors are in agreement.
The amendment to the Bank’s “Procedures for Acquisition or Disposal
ofAssets”
Resolution of Audit Committee: Passed by the consent of all members of the
Audit Committee on April 10, 2023.
The company has approved the handling of the opinions from the Audit
Committee. All attending directors are in agreement.
(I) The Bank’s 2023 Q2 parent company only financial statements and
consolidated financial statements
(1)  Amendments to the "Internal Control System of Securities Companies"
and "Implementation Rules for Internal Audit of Securities Companies"
(I11) Report on the regulatory compliance of the Bank in the first half of 2023
(IV) Audit report of the first half of 2023
(V) Approve the overall annual information security implementation for in
the first half of 2023
(V1) Amendment to "The Policy and Strategy of the Bank's Fair Customer
Treatment Principle”
Resolution of Audit Committee: Passed by the consent of all members of the
Audit Committee on August 14, 2023,
The company has approved the handling of the opinions from the Audit
Committee. All attending directors are in agreement.

2023.03.20
68th meeting of the
15th Board of Directors

2023.04.10
69th meeting of the
15th Board of Directors

2023.08.14
6th meeting of the 16th
Board of Directors

Note 1. Starting from 2021, in line with the promotion of "Corporate Governance 3.0 - A Blueprint for Sustainable

Development", the Bank's"Consolidated Financial Statements;" will be submitted to the Audit Committee for
discussion and to the Board of Directors for resolution on a quarterly basis in order to enhance information
transparency and continuously improve the Bank's corporate governance.

Note 2. The above-mentioned motions were opposed by the independent directors, with reservations or significant

recommendations: None.
(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
1. the Bank's certified chief auditor meet with the independent directors at least semi-annually,
and from 2022 onwards, they meet individually.
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2. the Bank's chief auditor also reports to the Audit Committee on the performance of the audit
operations and the annual audit plan.

3 Yy Recommendations
Date Key points of communication and Results

2023.02.20 1. The Chief Auditor explained the results of the implementation of the audit

Individual plan and internal check system for the second half of 2022. No recommendations
Communication [2. The Chief Auditor explained the results of the internal audit and check for the

Meeting second half of 2022.
Submitted to the
2023.02.20 Audit report for the second half of 2022 Board after approval

Audit Committee at the meeting

2023.08.14 1. The Chief Auditor explained the results of the implementation of the audit

Individual plan and internal check system for the first half of 2023. No recommendations
Communication [2. The Chief Auditor explained the results of the internal audit and check for the
Meeting second half of 2023.
Submitted to the
2023.08.14 Audit report for the first half of 2023 Board after approval

Audit Committee at the meeting

2023.12.25 1. The ChiefAuditor explained the results of the implementation of the audit

Individual work plan for 2023. No recommendation
Communication [2. The Chief Auditor described the audit plan of 2024 and the key points for the 0 recommendations
Meeting audit.
2023.12.25 Submitted to the

Establish 2024 internal audit plan. Board after approval

Audit Committee at the meeting

(1) Communication between Independent Directors and CPAs
1. the Bank's certified public accountants meet with the independent directors at least semi-
annually, and from 2021 onwards, they meet individually.
2. the Bank's certified public accountants also sit on the Audit Committee and, when necessary,
state the results of their audit or review of the current financial statements.

Date Communication Item Results
1. The accountants' review of the financial statements for 2022 and the results

2023.02.20
Individual of key events.

L 2. The accountant will provide an explanation on the recent updates to securities| No recommendations

Communication . . .. . .
. regulations and the major revisions to the International Code of Ethics for
Meeting .
Professional Accountants.
. . . . Submitted to the

2023.02.20 The accountant shall explain matters relating to the audit of the financial

Board after approval

Audit Committee |statements for 2022. .
at the meeting

2023.08.14 1. The accountants' review of the financial statements for the first half of 2023

Individual and the results of key events. No recommendations
Communication [2. The accountant will provide an explanation on the recent updates to securities
Meeting regulations.
. . . . . Submitted to the
2023.08.14 The accountant shall explain matters relating to the audit of the financial

Board after approval

Audit Committee |statements for the first half year of 2023. :
at the meeting

(1) Ttems disclosed in accordance with the Code of Corporate Governance Practices of the Banking Industry.

However, the disclosed website address is only available on the Bank's global information

Websitel(https://customer.ktb.com.tw/new/Corporate Governance|)..

(IV) Information on Sustainable Development and Nomination Committee Members and Operation

1. In order to implement corporate governance and achieve sustainable development goals, as well as
to establish a sound nomination system for directors and senior executives, the Bank decided to
establish the Corporate Governance and Nomination Committee on November 13, 2017, and
renamed it the Sustainable Development and Nomination Committee on May 23, 2023. According
to the Company’s Sustainable Development 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. The Sustainable
Development and Nomination Committee of the Company currently consists of three independent
directors and one director.

Responsibilities of the Bank's Sustainable Development and Nomination Committee:
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1)

()

3)

(4)

(5)
(6)

(7)
(8)

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.
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.

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

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.
Review of the effectiveness of the implementation of the corporate governance system.

Set out and supervise the implementation of ethical corporate management policies and plans
to prevent unethical conduct.

Adopt corporate sustainability policies, systems, or related management approach.

Supervise the implementation and status of corporate sustainability matters, and the

management executives shall regularly report to the Board of Directors.

2. Professional qualifications and experience of the members of the Sustainable Development and
Nominating Committee and their operations:
(1) the Bank's Sustainable Development and Nomination Committee consists of 4 members.
(2) The term of office for this committee is from June 5, 2023 to May 22, 2026.
The Sustainable Development and Nomination Committee had 7 meetings in 2023, with the
following attendance:
. Professional S Attendance | Attendance
Title Name . . . Attendance Note
Qualifications/Experience Times by proxy Rate (%)
At least 5 years of working
Independent| Chuan-Fu |experience in banking, credit 0
Director Hou |business, finance and risk 7 0 100.00%
management
At least 5 years of working
experience in international
Independent| Chao- |development, technology o
Director |Long Chen|development, business 7 0 100.00%
management and crisis
management
At least 5 years of working
L experience in banking, risk
Ingeif:‘giim Pln%viung management, marketing 7 0 100.00%
business and financial
management
At least 5 years of working
. . |experience in investment
che thung . |decision making, financial 4 3 57.14%
Chairman | Ting Tsai .
analysis and product
positioning

Other mentionable items:

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. The implementation is as follows:

Board of Directors

Proposal content and subsequent treatment

2023.02.20
66th meeting of the 15th

M

The Bank's “Report on the Implementation and Execution of Corporate Social Responsibility in
2022
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Board of Directors

(mn

The Bank's “Report on the Implementation of the 2022 Director Development Plan and Succession
Plan for Directors and Senior Managers”

D)

The Bank's " 2022 Annual Report on Corporate Governance and Integrity Performance "

(V)

Results of the "2022 Board of Directors and Functional Committee Internal Performance Evaluation"
of the Bank

M

To comply with the Task Force on Climate-related Financial Disclosures (TCFD), the Bank has
established the "King's Town Bank Climate Risk Management Guidelines."

Resolution of Sustainable Development and Nomination Committee : Passed by the consent of all
members of the Sustainable Development and Nomination Committee on Febuary 20, 2023.

The company has approved the handling of the opinions from the Sustainable Development and
Nomination Committee. All attending directors are in agreement.

2023.03.20
68th meeting of the 15th
Board of Directors

U]

The Bank’s report on the implementation of greenhouse gas (GHG) inventory

Resolution of Sustainable Development and Nomination Committee : Passed by the consent of all
members of the Sustainable Development and Nomination Committee on March 20, 2023.

The company has approved the handling of the opinions from the Sustainable Development and
Nomination Committee. All attending directors are in agreement.

2023.04.10
69th meeting of the 15th
Board of Directors

M

Resolution on the list of candidates for the 16th Session of the Directors (including Independent
Directors)

Resolution of Sustainable Development and Nomination Committee : Passed by the consent of all
members of the Sustainable Development and Nomination Committee on April 10, 2023.

The company has approved the handling of the opinions from the Sustainable Development and
Nomination Committee. All attending directors are in agreement.

2023.06.19
2nd meeting of the 16th
Board of Directors

U]

The Bank’s report on the implementation of greenhouse gas (GHG) inventory

Resolution of Sustainable Development and Nomination Committee : Passed by the consent of all
members of the Sustainable Development and Nomination Committee on June 19, 2023.

The company has approved the handling of the opinions from the Sustainable Development and
Nomination Committee. All attending directors are in agreement.

2023.08.14
6th meeting of the 16th
Board of Directors

M

The Bank's "Report on the Implementation and Execution of Corporate Social Responsibility in the
First Half of 2023.”

an

The Bank's "2023 Dishonesty Risk Assessment Report"

(1

The Bank’s report on the implementation of greenhouse gas (GHG) inventory

Resolution of Sustainable Development and Nomination Committee : Passed by the consent of all
members of the Sustainable Development and Nomination Committee on August 14, 2023.

The company has approved the handling of the opinions from the Sustainable Development and
Nomination Committee. All attending directors are in agreement.

2023.12.25
15th meeting of the 16th
Board of Directors

U]

The Bank’s report on the implementation of greenhouse gas (GHG) inventory

Resolution of Sustainable Development and Nomination Committee : Passed by the consent of all
members of the Sustainable Development and Nomination Committee on December 25, 2023.

The company has approved the handling of the opinions from the Sustainable Development and
Nomination Committee. All attending directors are in agreement.

Note: The above-mentioned motions were opposed by the Sustainable Development and Nomination
Committee, with reservations or significant recommendations:
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M)

Best Practices Principles for Banking Industry" and reasons for deviation

The implementation status of corporate governance of the Bank, deviations from "Corporate Governance

Implementation Status The implementation
status of Corporate
. Governance Best-Practice
Evaluation Item . :
Yes|No Summary Principles for Banking
Industry and reasons for
deviation
l. Shareholding structure and
shareholder's interest )] In addition to regularly reporting )] No deviation.
()] Did the Bank establish an | v/ important suggestions from investors to
internal procedure for the Board of Directors, the Bank has
handling shareholder also established the "Code of Practice
proposals, inquiries, for Handling Customer Grievance
disputes, and litigations, Cases" and set up a shareholder service
and were such matters contact on the company's website
handled according to the regarding King's Town |
internal procedure? Bank/shareholder services. When
receiving suggestions, queries, or
disputes from customers or shareholders,
the Bank thoroughly investigates the
matter and refers it to the relevant
department for resolution, ensuring that
customer complaints are handled within
the specified time frame.
(1)  Did the Bank maintaina | ¥/ (1) the Bank keeps track of the list of major [(Il) ~ No deviation.
register of major shareholders and ultimate controllers of
shareholders with major shareholders who effectively
controlling power as well control the Company, and reports
as a register of persons changes in information in accordance
exercising ultimate control with relevant laws and regulations.
over those major
shareholders?
(111)  Did the Bank establish and | v (1) the Bank has formulated the (1) No deviation.
enforce risk control and "Enforcement Rules for Reporting
firewall systems with its Stakeholders’ Information" and has
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
()  Does the Board of v (I)  the Bank has established a policy of () No deviation.
Directors have a diversity board diversity and complies with
policy and specific the"Procedures for Election of
management objectives? Directors"and the "Code of Corporate
Governance Practices"to ensure the
diversity of board members. To promote
diversity on the Board, an additional
female director will be elected at the
2023 shareholders meeting.
Specific management objectives:
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Evaluation Item

Implementation Status

The implementation
status of Corporate
Governance Best-Practice

Yes|No Summary Principles for Banking
Industry and reasons for
deviation
At least three directors out of all Board
Directors have any of the capabilities as
specified in Article 3 of the "Procedures
for Election of Directors."
Individual directors shall possess at least
five competencies as specified in Article
3 of the "Procedures for Election of
Directors."
Implementation: Currently, all Board
Directors have fulfilled the objective of
the diversity policy.
(I1)  Inaddition to Salary and | ¥ (1)  the Bank has established the (1) No deviation.
Compensation Committee Compensation Committee and Audit
and Audit Committee Committee, and established "Corporate
established according to Governance and Nomination
law, has the Bank Committee" (renamed the Sustainable
voluntarily established Development and Nomination
other functional Committee in May 23, 2023) in
committees? November 2017 to formulate sustainable
development policies, standards for the
diversity of board members'
backgrounds and independence,
overseeing the implementation and
execution of sustainable development
initiatives, conducting performance
evaluations of the Board of Directors
and committees, and conducting
research, analysis, execution, and
evaluation of the effectiveness of
corporate governance systems.
(1) Has the Bank established | v/ (1)  the Bank has established the (1) No deviation.
standards to measure the "Regulations Governing the
performance of the Board, Performance Evaluation of the Board of
and does the Company Directors and Functional Committees"
implement such annually? which perform internal performance
Does it report the results of evaluation of the Board of Directors and
the performance evaluation functional committees at least once a
to the BOD and use them year in accordance with the evaluation
as a reference for each procedures and evaluation indicators,
Director's remuneration and reports the evaluation results to the
and nomination of term Board of Directors as a reference for
renewal? individual directors' remuneration and
nomination for re-election.
(IV) Has the Bank implemented v (IV)  In accordance with Article 38 of the (IV)  No deviation.

evaluation on the
independence of the CPAs
regularly?

Bank's Code of Corporate Governance,
the independence and suitability of the
certified public accountants shall be
evaluated annually and submitted to the
Audit Committee and the Board of
Directors for consideration, and the
evaluation shall be conducted again if
new appointments are made during the
year.

The Bank's Administration Department
annually evaluates the independence and
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Implementation Status

Evaluation Item

Yes|No

Summary

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

appropriateness of the certified public
accountants in accordance with the
"Appointed Accountants' Objectivity,
Independence and Appropriateness
Evaluation Form." The results of the
items evaluated in accordance with the
evaluation form are consistent with the
results of the evaluation, and the
certified public accountants'
independence statement and Audit
Quality Indicators (AQIs) information
issued by the accounting firm is obtained
to support the independence and
appropriateness of the certified public
accountants and then submitted to the
Audit Committee and the Board of
Directors for consideration. In addition,
the important items listed in the
aforementioned evaluation form are
explained as follows.

1. The CPA or CPA's spouse is 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 within
the Bank. 2. The CPA or CPAs is not
subject to any disciplinary action by the
competent authorities or the HKICPA, or
any disciplinary action under Article 37,
Paragraph 3 of the Securities and
Exchange Act. 3. The CPA or CPAs is
qualified as an accountant and is able to
perform the business of an accountant. 4.
The CPA or CPAs has not been
continuously appointed for seven years.

Has the Bank allocated a
sufficient 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

the Bank has appointed an appropriate number

of corporate governance personnel to handle

corporate governance matters. On March 20,

2023, the Board of Directors approved the

appointment of Manager Tzu-Yun Chen, who is

a qualified lawyer, as the Bank's dedicated

corporate governance officer, will handle

matters related to board meetings and
shareholders' meetings in accordance with the
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

No deviation.
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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

Meeting in accordance
with the law and making
their records)?

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.

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

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

Manager Tzu-Yun's Chen Continuing
Education Situation in 2023:

On January 12, 2023, attended the
"Derivative Financial Products Business
Regulations Workshop" at the Taiwan
Financial Training Institute for 6 hours. On
March 28, 2023, attended the "Financial
Consumer Complaints Center" for 6 hours.
On May 16, 2023, attended the "Board of
Directors and Functional Committees
(Audit, Compensation) Regulations
Analysis and Audit Focus" at the Institute
of Internal Auditors-Chinese Taiwan for 3
hours. On May 19, 2023, attended the
"Business Secrets Protection and Non-
competition" workshop at the Taiwan
Corporate Governance Association for 3
hours. On May 23, 2023, attended the
"Sustainable Development Action Plan for
Listed Companies" seminar at the Taiwan
Stock Exchange and Over-the-Counter
Securities Trading Center for 3 hours. On
June 2, 2023, attended the "Commercial
Litigation and Dispute Resolution
Practices" workshop at the Taiwan
Corporate Governance Association for 3
hours. On June 28 and June 29, 2023,
attended the "Anti-Money Laundering and
Counter-Terrorism Financing In-Service
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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

Training" at the Taiwan Academy of
Banking and Finance for 12 hours. On
June 30, 2023, attended the "Global Future
Risks and Sustainable Transformation
Opportunities" workshop at the Chinese
Corporate Governance Association for 3
hours. On July 14, 2023, attended the
"How Lighthouse Factories Achieve
Sustainable Development through Digital
Transformation" workshop at the Chinese
Corporate Governance Association for 3
hours. On July 24 and July 25, 2023,
attended the "In-Service Training for
Compliance Personnel" at the Taiwan
Financial Training Institute for 15 hours.
On August 4, 2023, attended the "Roles of
Directors and Compliance Responses to
Management Rights Challenges under
Corporate Governance 3.0" workshop at
the Chinese Corporate Governance
Association for 3 hours. On October 13,
2023, attended the "Prevention of Insider
Trading Promotion Conference for 2023"
at the Securities and Futures Market
Development Foundation of the Republic
of China for 3 hours. On October 16, 2023,
attended the "Latest Trends in
International Carbon Tariffs and
Sustainable Business Strategies for the
Securities and Financial Industry" and
"Principles of Fair Treatment and Business
Integrity" workshops at the Securities and
Futures Market Development Foundation
of the Republic of China for a total of 6
hours. On October 27, 2023, attended the
"Practical Seminar on Sustainable
Development" at the Securities and
Futures Market Development Foundation
of the Republic of China for 3 hours.

Total training hours in 2023: 72 hours

Has the Bank established
communication channels
for its stakeholders
(including but not limited
to shareholders,
employees, customers and
suppliers) or created a
stakeholders section on its
corporate website? Does
the Company promptly
respond to the concerns of
stakeholders regarding
important corporate social
responsibility issues?

the Bank's corporate website has a stakeholder
contact in the |King‘s Town Bank/Stakeholder |
. Stakeholders can fully respond to the
feedback through the service channels disclosed
in each business unit or the Bank's website, and
communication channels are smooth.

No deviation.
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V. Information disclosure
)] Does the Bank have a v m The Bank has disclosed ﬁnancialm )] No deviation.

corporate website to business-related information on the |

disclosp information of Company's website About King's |

financial standing, Town/Investor Relations, and corporate |

business and the status of governance-related information on the |

corporate governance: Home page)/Corporate Governance.
(1 Does the.Banlf have other | v/ (I1)  The Bank has disclosed financial (1) No deviation.

information disclosure information, corporate briefing materials

channels (e.g. building an and procedures, and established a

English website, spokesperson system and internal

appointing designated procedures for handling material

people to handle information on its website in both

1I}f0rmat10n colls:ctlon and Chinese and English. An

disclosure, creating a section has also been

spok@sman system, and established for foreign investors to

making the process of . .

. access relevant information.

investor conferences

available on the corporate

website)? ) (1) No deviation.
(1) Does the Bank publicly v (1) The Bank announces and reports its

announce and file the financial statements and revenue for

annual financial reports each month in advance of the prescribed

within two months after deadline.

the close of 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.  Is there any other v (I)  The Bank considers basic human rights No deviation.

important information and avoids sex discrimination for the

which facilitates a better recruitment of employees, and also hires

understanding of the persons with disabilities and indigenous

company's corporate peoples. In addition, the head office has

governance practices (e.g. labor-management meetings held and an

including but not limited employee welfare Committee organized

to employee rights, to appropriately reflect the issues

employee wellbeing, regarding employees’ rights and interests

investor relations, supplier and to have them resolved accordingly.

relations, rights of (1) In order to stimulate employees’ loyalty

stakeholders, directors' to the Company and encourage

and supervisors' training employees to save money, the board of

records, the directors resolved on December 2, 2009

implementation of risk to establish an employee welfare savings

management policies and trust system with a fixed amount

risk evaluation standards, appropriated correspondently as a

the implementation of reward to employees.

customer policies, and (1) The Bank has established a channel for

purchasing of liability
insurance for directors and
supervisors)?

stakeholders to contact, which provides
a smooth communication channel with
the suppliers and stakeholders to help
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Yes|No

Summary

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

(v)

M

(V1)

Vi)

safeguard the rights and interests of all
those involved.

The Bank had acquired liability
insurance for all directors since 2019,
and renewed regularly every year, with
the latest renewal occurring in June
2023.

According to Article 4 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 2023.
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 performance evaluations of the
Board of Directors and all functional
committees for the year 2023 were all
rated as "excellent," and the reports of
the Sustainable Development and
Nomination Committee and the Board of]
Directors were submitted on February
26, 2024.

The Bank is required to have a
performance evaluation conducted by an
external professional and independent
organization or a team of external
experts and scholars every three years.
The most recent evaluation was
conducted in February 2022 by Ernst &
Young Corporate Management
Consulting Services Co., Ltd., which
was appointed to conduct an external
performance evaluation, and the
evaluation result was "Advanced", and
the report of the Sustainable
Development and Nomination
Committee and the Board of Directors
was submitted on February 21, 2022.
The next external performance
evaluation is scheduled for the first
quarter of 2025.
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VII.

Please explain the recent improvements in the corporate governance evaluation results released by the
Corporate Governance Center of the Taiwan Stock Exchange, and prioritize the areas and measures for further
improvement for those that have not yet improved. Our Bank, which ranked in the top 5% of listed companies
in the 9th Corporate Governance Evaluation, has reviewed and adjusted each of the latest indicators, such as
conducting live online broadcasts of shareholders' meetings with uninterrupted audio and video recordings
uploaded after the meetings, appointing a dedicated corporate governance officer, recording important
shareholder questions and the Company's responses in the minutes of shareholders' meetings, revising the
"Acquisition or Disposal of Assets Processing Procedures" to include written guidelines for financial
transactions between related parties, and including transaction management procedures in the regulations that

require approval by the Board of Directors and approval by shareholders.

(V1)  Operation of the Compensation Committee

1. Information on the members of the Compensation Committee
Number of Other
it Public Companies
in Which the
. . . Individual is
Professional Qualifications and
. Status of Independence Concurrently
Experience .
Serving as a
Compensation
By identity Committee
Pl Member
At least five years of working 0] Not an employee of the
Independent | Chuan-Fu experience in bgsiness, legal, Company or any of its
Director Hou ﬁnancg or bankmg . afﬁhateg. . None
Experience: President of King’s |(Il)  Not a Director or supervisor
Town Bank of the Company or any of its
At least 5 years of working affiliates.
experience required for (1)  Not a natural-person
Independent Chao- |commerce, law, finance, Shareholde.r who holds shares,
. Long |accounting or banking profession. together with those held by 2
Director . . , )
Chen |Experience: Chairman of the the person’s spouse, minor
Board of Directors of Cho children, or held by the
Pharma Inc. person under others’ names,
in an aggregate amount of 1%
or more of the total number of]
outstanding shares of the
Company or is ranked in the
top 10 in shareholdings.
(IV) Not a spouse, relative within
the second degree of kinship
At least 5 years of working or lineal relative within the
experience required for third degree of kinship, of any
commerce, law, finance, of the managers stated in
Independent [Ping-Sung|accounting or banking profession. preceding paragraphs, !
Director Wu  |Experience: Manager of (V)  Not a director, supervisor or
Kaohsiung Branch, Fengshan employee of the companies
Branch, and Tainan Branch, Bank with which the Company has
of Taiwan a specific relationship.
(V1) Not a professional individual,
sole proprietorship,
partnership, owner of a
company or institution,
partner, director, supervisor,
managerial officer or spouse
thereof that provides auditing
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Number of Other
ot Pu‘plic Cgmpanies
in Which the
. . . Individual is
Professional Qualifications and
. Status of Independence Concurrently
Experience :
Serving as a
S Compensation
By identity Committee
W Member
service for CHAINTECH or
any of its affiliates, or
provides commercial, legal,
financial, or accounting
service with cumulative
remuneration more than
NT$500,000 in the past two
years.
2. Information on the operation of the Compensation Committee
(1) the Bank's Compensation Committee consists of 3 members.
(2) The current term of members: From June 5, 2023 to May 22, 2026, the Compensation
Committee had 7 meetings held in 2023. The qualifications and attendance of the members are
as follows:
Title Name Actualﬁr?;;[:;ldance Attendance by proxy | Attendance Rate (%) Note
Convener Chuan-Fu Hou 7 100%
Committee o
Member Chao-Long Chen 7 100%
Committee . o
Member Ping-Sung Wu 7 100%

Other mentionable items:

of the committee members:

l. Discussions and results of resolutions of the Compensation Committee and the Company's handling of opinions

The Company's treatment of

Board2023.01.09 |Chairman and Vice-Chairman of the Board of Directors

Remuneration . .
emuneratio Proposal content and subsequent treatment Resolution the Compensation
Committee o

Committee's opinion
. . . . R he Board of
Proposal to revise the "Financial Services Assessment Method" c_eported to the Board o
Lo . . \ . . Passed by the agreement of |Directors and approved by
in line with the promotion of the Bank's financial services . . ..
. all committee members the unanimous decision of
business .
. the directors present
18th meeting of the Relevant operations have
4th the Bank's 2022 annual bonus payment standards for the Passed by the agreement of P

all committee members

been handled in accordance
with the resolution

the Bank's 2022 annual manager evaluation results and bonus
payment criteria

Passed by the agreement of
all committee members

Relevant operations have
been handled in accordance
with the resolution

Performance Evaluation Report for the Responsible Person and
the Director/Supervisory Positions of the Investment Company,
Concurrently Held by the Bank in 2022

Passed by the agreement of
all committee members

Relevant operations have
been handled in accordance
with the resolution

19th meeting of the
4th
Board2023.02.20

Report on the Remuneration Received by Directors of 2022

Passed by the agreement of
all committee members

Relevant operations have
been handled in accordance
with the resolution

Proposal on the review of Employee and Director compensation
distributions for 2022

Passed by the agreement of
all committee members

Relevant operations have
been handled in accordance
with the resolution

Manager Salary Adjustment Plan for 2023

Passed by the agreement of

Relevant operations have
been handled in accordance

Promotion and Salary Adjustment for Managers in 2023

20th meeting of the all committee members . .
4th Board with the resolution
2023.04.10 Relevant operations have

Passed by the agreement of
all committee members

been handled in accordance
with the resolution

21st meeting of the
4th
Board2023.05.08

Proposal to revise the "Financial Services Assessment Method"
in line with the promotion of the Bank's financial services
business

Passed by the agreement of
all committee members

Reported to the Board of
Directors and approved by
the unanimous decision of
the directors present
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All attending directors
1st meeting of the Proposal for the Nomination of the convener of the agreed to elect Chuan-Fu  |Relevant opergtlons have
5th Board of Compensation Committee Hou as the convener and  |been handled in accordance
Directors2023.06.19 P chairperson of the with the resolution
Remuneration Committee
Reference Table for the Remuneration of Directors and General R(.:p orted to the Board of
; .~ . |Passed by the agreement of |Directors and approved by
. Managers and the Performance of the Company's Operations in . . P
2nd meeting of the the Financial Industry in 2022 all committee members the unanimous decision of
Sth Board of Y the directors present
Directors2023.08.14 Revised "Regulations on the Annual Employee-Performance Passed by the agreement of Relevant Operfitlons have
s . been handled in accordance
Evaluation all committee members . .
with the resolution
3rd meeting of the Proposal to review Bank’s “Annual Employee Performance Passed by the agreement of Relevant opergtlons have
5th Board of . - w . . been handled in accordance
. Evaluation Measures” and “Annual Bonus Measures all committee members . .
Directors2023.12.25 with the resolution

1. 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

I1l.  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.
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(5) No member of the Committee may participate in discussion and voting when the Committee is
deciding on that member's individual compensation.
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.
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.
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.
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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Development of Listed and OTC Companies and Reasons

(VII) Implementation of sustainable development and deviations from the Code of Practice for Sustainable

implementation Deviations from the
Code of Practice for
. Sustainable
Evaluation Item
Yes|No Summary Development of
Listed Companies
and Reasons
Has the Bank v In 2017, the Bank established the functional No deviation.
established a committee on Corporate Governance and
governance Nomination Committee as the highest guiding unit
structure to promote for the promotion of sustainable development. In
sustainable 2023, it was renamed as the Sustainable

development and set
up a special (part-
time) unit to
promote sustainable
development, which
is delegated by the
Board of Directors
to senior
management, and is
supervised by the
Board of Directors?
(the Bank should
report on the
implementation
status, which is not
subject to
compliance or
interpretation.)

Development and Nomination Committee in
response to international trends. The Committee is
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.

In addition, the Bank has also established a
"Sustainability Working Group" (also known as the
ESG Task Force), which holds quarterly meetings
with the Vice Chairman serving as the convener, and
the Strategy 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 reporting on the
implementation results and future plans for
sustainable development to the Sustainable
Development and Nomination Committee for
discussion and presentation to the Board of
Directors. The Board considers factors such as
domestic and international trends, industry
performance and regulatory changes to assess the
feasibility of strategies and their actual
implementation. It also requests the working group
to make adjustments as necessary.

A total of 4 meetings of the Sustainability Working
Group were held in 2023. After discussing the
implementation plans and results with the
Sustainable Development and Nomination
Committee on February 20, 2023 and August 14,
2023, the proposals were submitted to the Board of
Directors. The contents of the proposals are as
follows: revision of the guidelines for sustainable
development practices, analysis of material issues,
communication with stakeholders, implementation of]
sustainable development in 2022, planning for
sustainable development in 2023, implementation of
sustainable development in the first half of 2023,
financial disclosure report on climate risk, and
implementation of greenhouse gas inventory. The
proposals were approved by all members of the
Sustainable Development and Nomination

Committee and all Board members present.
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Evaluation Item

implementation

Yes

No

Summary

Deviations from the
Code of Practice for
Sustainable
Development of
Listed Companies
and Reasons

Does the Bank
follow materiality
principle to conduct
risk assessment for
environmental,
social and corporate
governance topics
related to company
operation, and
establish risk
management-related
policy or strategy?
(the Bank should
report on the
implementation
status, which is not
subject to
compliance or
interpretation.) )

This information is disclosed for the period from
January 1 to December 31, 2023, focusing on the
activities and services of all the Bank's operations
and not including its subsidiaries.
In order to effectively identify, assess and manage
the Bank's material ESG issues, an annual review of
international sustainable development trends,
regulatory policy directions, key industry issues both
domestically and internationally, and material
positive and negative stakeholder impacts is
conducted to establish a list of the Bank's material
environmental, social and governance principles.
And submit this list to the Sustainable Development
and Nomination Committee and the Board of
Directors for assessment of the risks and
opportunities of each issue, and for formulation of
appropriate management strategies and action plans
to mitigate impacts and effects.
After assessment, the risks, risk management
olicies, and strategies are as follows:

Material
issue

Risk
Assessment
Item

Risk management
policies and strategies

Governance

Regulatory
compliance

1.

Raised the
employees’
awareness of
regulatory
compliance, and
enhanced their ability
to identify matters
regarding anti-money
laundering and
countering the
financing of
terrorism.

Introduce technology
aids to improve the
effectiveness of
regulatory
compliance
management.

Governance

Risk
management

Comprehensive risk
management
mechanism and
structure.

Carry out regular
internal inspections
to ensure the
operation of internal
control.

Governance

Information
security

Mitigate threats of
cyber-attacks through
internal information
security advocacy
and assessment,

No deviation.
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Evaluation Item

implementation

Yes

No

Summary

Deviations from the
Code of Practice for
Sustainable
Development of
Listed Companies
and Reasons

social engineering
email attack drills,
and information
security emergency
response drills.

Pay attention to the
development of
information security,
and establish key
indicators.

Society

Service
quality and
customer
experience

Optimize operation
procedures and
improve operation
efficiency.

Improve customer
experience with the
aid of technology.

Society

Labor rights

Maintain a smooth
labor-management
communication
channel.

Eliminate
employment
discrimination and
sexual harassment,
and establish an equal
working
environment.

Society

Talent
attraction
and retention

Focus on personal
traits, professional
abilities, and
appropriate job
arrangements, and
treat all employees
with fairness and
respect.

Promote gender
equality and provide
equal opportunities
for competition and
development.

Society

Sustainable
Finance

Support credit and
investment targets
that have a positive
impact on the
environment and
society.

Promote inclusive
finance to ensure that
all segments of
society have access to
diverse financial
services.

Society

Talent
Training and

Organize education
training that
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committed to
improving energy
efficiency and using
recycled materials
that have a low
impact on the
environment?

use of building 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
has effectively improved the energy
efficiency of the entire Bank by replacing
branch equipment with energy-efficient LED
lamps, separate inverter air conditioners to
effectively enhance the overall efficiency of
the Bank.

Due to the nature of the Banking service
industry, paper consumption is high. the Bank
is actively promoting paperless operations
through its electronic document system, credit
review system, and promotion of electronic
billing to effectively reduce the use of paper.
We are committed to reducing the impact on

implementation Deviations from the
Code of Practice for
Evaluation Item Bl
Yes|No Summary Development of
Listed Companies
and Reasons
Development|  corresponds to the
employees’ work
content and the
organization’s plans.
2. Establish a clear and
fair performance
assessment policy.
1. Expand FinTech
business cooperation
and application
programming
interface (API)
. FinTech and services to provide
Society . . . . .
innovation innovative services
and products.
2. Initiate data bank
projects, and
proactively develop
Al transformation.
Ill.  Environmental
issues
) Has the Bank v ) The Bank has completed a comprehensive n No deviation.
established proper greenhouse gas inventory in accordance with
environmental ISO 14064-1 standards and has had it verified
management by a third party. This data is also published in
systems based on the Sustainability Report. Furthermore, it is
the characteristics of expected to complete the inventory and
the industries? verification of all related companies by the
end of 2025. The headquarters building has
also received third-party certification for the
ISO 50001 Energy Management System and
the ISO 14001 Environmental Management
System to effectively manage energy
consumption and ensure that the Bank
considers the environmental impact of its
business activities.
(1)  Isthe Bank v (1) The Bank gives priority to the purchase and |(II)  No deviation.
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Evaluation Item

implementation

Yes

No

Summary

Deviations from the
Code of Practice for
Sustainable
Development of
Listed Companies
and Reasons

)

(v)

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

Does the Bank
inspect its
greenhouse gas
(GHG) emissions,
water consumption
and total weight of
wastes in the past

n

(v)

the environment by fully purchasing PEFC
paper, promoting duplex printing, and
conducting monthly reviews of paper usage
per unit to reduce the environmental impact.
The Board of Directors is the highest
governance unit for the Bank's risk
management, overseeing the effective
operation of the risk management system and
mechanism, and approving policies and
regulations related to risk management. The
"Sustainable Development and Nomination
Committee" under the Board of Directors is
responsible for overseeing the
implementation of the Bank's sustainable
management, including climate governance-
related issues.

The "ESG Task Force" is established under
the Sustainable Developmentand Nomination
Committee, with the Vice Chairman serving
as the convener. The ESG Working Group
also includes the "Climate Action Team",
which is responsible for promoting the Bank's
environmental performance management and
green finance strategies. The team will submit
its implementation plan and results to the
Sustainable Developmentand Nomination
Committee every six months and report to the
Board of Directors.

The "Risk Management Committee" is
established under the General Manager, with
the General Manager serving as the chairman.
The "Risk Management Department” is the
executing and promoting unit, and it will
report the Bank's risk management situation
to the Board of Directors every quarter.

In accordance with the TCFD proposal
framework, the Bank identified a total of 12
climate risks and 8 climate opportunities
associated with the Bank, and invited
members of the Climate Action Team to
assess the level of impact (influence) on the
Bank's business, strategy or financial
planning and the likelihood of occurrence,
and to draw up a materiality matrix for the
Bank's risks and opportunities.

A detailed description of the Bank's climate
change risk and opportunity analysis is

disclosed in the sustainability report.
(https://customer.ktb.com.tw/new/about/download)

The Bank has set annual and five-year
reduction targets for electricity consumption,
greenhouse gas emissions, water
consumption, and waste generation (the waste
boundary is the Bank's main building, while
the other boundary is the entire Bank):
starting from 2022 as the baseline year, per

(1) No deviation.

(IV)  No deviation.
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implementation Deviations from the
Code of Practice for
Evaluation Item Szl
Yes|No Summary Development of

Listed Companies
and Reasons

two years? Does the capita electricity savings, per capita carbon
Bank formulate reduction, per capita water savings, and per
policies on GHG capita waste reduction should decrease by 1%
reduction, water from the previous year; the cumulative per
reduction or waste capita reduction from 2023 to 2027 should
management? reach 5% of the baseline year.

Greenhouse gas emissions and intensity in the
last two years:

2022 2023
Scope 1
(t-CO2e) 306 0
Scope 11
(£00) 2,000 1,892
Total 2,306 2,196
Unit Net Revenue
Greenl'loqse Gas 0.46 0.23
Emissions
(t-COze/ Million)
Per capita
greenhouse gas 2.32 2.27
emissions
(t-COze/person)

Note 1: The verification institution in 2023: Ernst & Young
Global Limited; for assurance report, please refer to:
https://customer.ktb.com.tw/new/about/Oe4ff2e5

Note 2:  Energy reduction: In 2023, the per capita emissions
decreased by 2.16% compared to the baseline year.

Water consumption and electricity consumption and
intensity in the last two years:
2022 2023

Electricity
consumption 3,928,789 3,821,580
(kWh)

Unit Net Revenue
Electricity
Consumption
(kWh/Million)
Electricity
consumption per
capita
(kWh/person)
Water consumption
(KL)

Unit Net Revenue
Water
Consumption
(kWh/Million)
Water consumption

per capita 19.33 20.58
(KL/person)

785.74 398.18

3,952.50 3,947.91

18,707 19,386

3.74 2.02

Note:  The water consumption target for the year 2023 was
not met. A review was conducted at the end of 2023,
and relevant measures were implemented to further
reduce water consumption.
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Total weight of waste from the Bank's headquarter

for the past two years:
Unit: metric tons

2022 2023

General waste 10.11 9.75

Resource recycle 2.20 2.07

Total weight 12.31 11.82

Per cgplta waste 42.80 3945
generation(kg/person)

Energy reduction: In 2023, per capita waste
generation decreased by 7.83% compared to the
baseline year, meeting the target.

Specific actions are as the following:

Greenhouse gas emissions from the Banking services

industry are generally low, so if we can effectively

achieve energy saving and carbon reduction, it will
help to reduce emissions, and the Bank will
incorporate energy saving and carbon reduction
measures simultaneously when formulating
environmental management policies.

Energy conservation and carbon reduction:

1. Newly installed and replaced lighting fixtures are
fully equipped with energy-saving LED light
fixtures.

2. the Bank installed variable speed air
conditioners, which as a constant temperature
control device, and sets the average indoor air
temperature at no lower than 26 degrees Celsius.

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

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

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

Reduction of water use:

1. Purchase and use products with the Water
Conservation Label.

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

3. Launched a business unit water and electricity
conservation competition to raise employee
awareness of everyday water conservation and
promote sustainable lifestyles.

Waste disposal management:

1. Eliminate individual garbage bins, enhance the
promotion of garbage sorting and recycling, and
advocate for waste reduction at the source. For
example, the cafeteria at the head office has
banned disposable utensils and established a
food-saving LINE group to encourage colleagues
to wrap leftover food to reduce food waste. They
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also weigh garbage and keep accurate records to
manage waste disposal in a data-driven manner.

2. Through technology, we have reduced the
extensive use of paper in our business operations.
For example, in 2023, we implemented an online
form system, fully implemented an electronic
document system, and optimized the process of
the credit investigation and review system.

AV Social issues

)] Does the Bank v )] the Bank's "Code of Practice on Sustainable [(I)  No deviation.
formulate Development" stipulates that the Company
appropriate shall comply with international human rights
management and related laws and regulations, and at the
policies and same time make reference to the spirit and
procedures basic principles of human rights protection as
according to outlined in various international human rights
relevant regulations conventions, including the United Nations
and the International "Universal Declaration of Human Rights", the
Bill of Human "Global Covenant", the "Guiding Principles
Rights? 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, and
commit to promoting gender equality and
eliminating discrimination. Both of these
policies are posted on the Bank's website.

The Bank’s policies and specific

implementation:
the Bank’s . .
. implementation
policies
1. Abide by the Act of Gender
Equality in Employment,

and other employment-

Respect for related laws and regulations

workplace human

. 2. Employees have the right to
rights . .. .
organize and join various
Support for . L
types of social organizations
assembly and
o 3. Hold quarterly labor-
association

management meetings to
implement labor-
management communication

1. Establish safety and health
measures

2. Implement occupational
safety and health education
and training

Workplace safety

and health 3. Relevant prevention
measures are taken every
year for abnormal workloads
and human-related hazards

Enhancing 1. The contract includes

Supplier provisions to safeguard
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(1

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

Awareness of
Human Rights
Protection

human rights.
Promoted 27 suppliers to
complete their corporate
social responsibility self-
assessments. The self-
assessment results did not
contradict the Bank's
corporate social
responsibility principles
3. There were 9 field visits and
inspections performed
without any special or
significant non-conformity
detected.

n

(1

The Bank holds regular education and
training every year to promote awareness of
human rights. In 2023, the total number of
training hours reached 1,944 hours, and the
promotion rate was 100%. Additionally, the
Bank conducts due diligence investigations
on human rights every year, identifies risks
for potential issues and subjects, and discloses
the implementation of subsequent risk
mitigation measures.
Employee compensation and operating
performance reflected in employee
compensation: the Bank has established the
"King's Town Bank Working Rules," "Annual
Evaluation Rules for Employees of King's
Town Bank," "Employee Compensation
Payment Rules," and "Year-end Bonus
Payment Rules" 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. Overall
compensation: In 2023, the Bank adjusted
overall compensation based on factors such as
employee performance, professional
knowledge and skills, industry salaries, and
inflation trends, with a basic adjustment rate
of 3%.
Staff benefit measures:
1.  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

No deviation.

(1

52




Chapter 3 Corporate Governance Report

Evaluation Item

implementation

Yes

No

Summary

Deviations from the
Code of Practice for
Sustainable
Development of
Listed Companies
and Reasons

(1)

Does the Bank

provide a healthy
and safe working
environment and

(1)

maternity benefits, childcare allowance,
bonuses for three festivals, subsidies
for diseases or injuries, and allowance
for funeral.

Retirement system: the Bank has
established an employee stockholding
association, and employees who have
been employed for more than three
months can apply for membership.
Members are required to contribute a
portion of their monthly salaries as
personal savings, and the Bank also
contributes its incentive funds as a trust
fund for acquiring the Bank’s stocks.
the Bank has also established the
"Regulations Governing Retirement of
Employees” and provides for the
payment of retirement benefits in
accordance with the Labor Standards
Act.

Diversity and Equality in the Workplace:

1.

Female employee support plan: the
Bank has legally established the
number of days for maternity leave,
prenatal examination leave, and
paternity leave, as well as a childcare
leave system. It also provides a
childbirth subsidy of NT$5,000 per
birth, a Kingbaby childcare allowance
for children aged 0-6, and offer family
care leave, childcare leave, and
breastfeeding breaks.

The Bank implements the concept of
gender equality and continues to build
a gender-friendly workplace, with
64.36% female employees and 53.31%
female supervisors in 2023.

The Bank controls the number and
percentage of employees with
disabilities, personnel appointments,
and management procedures. In 2023,
it met the legal requirements for hiring
employees with disabilities.

The Bank is committed to building a safe and
healthy working environment and has
obtained ISO 45001 certification for
occupational health and safety management

organize training on
health and safety for
its employees on a
regular basis?

system to regularly implement relevant

education and training to reduce the risk

factors of employee safety and health.

Health promotion:

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

(1) No deviation.
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(v)

Has the Banky
established effective
career development
training plans?

(v)

2.

In order to create a healthy workplace
environment, we have established the
"Abnormal Load-Promoting Disease
Prevention Program,” "Workplace
Maternal Health Protection Program,"
"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.

Environmental safety:

1.

5.

the Bank has established "Occupational
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 the
probability of risk occurrence.
Additionally, annual hazard
identification and risk assessments are
conducted to decrease the likelihood of
personnel injuries, property damage, or
accidents.

Conducted 2 fire self-defense
formation drills with a total of 66
participants; conducted 31 occupational
safety trainings with a total of 225
participants; conducted 21 first aid
personnel trainings with a total of 950
participants.

Occupational safety and health
education and training for new recruits.
In 2023, there were 8 commuting
accidents with 8 persons (0.8% of the
total number of employees at the end of
2023), which occurred on their way to
work, and we provided health
education counseling and traffic safety
promotion through follow-up telephone
interviews. In addition, the Bank
conducted a comprehensive road safety
promotion course in early January
2024, accompanied by defensive
driving awareness videos, with the goal
of reducing employee traffic injuries.
No fire incidents occurred in the year
2023.

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

(IV) No deviation.
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Does the Bank v
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?

V) (V)

abilities of employees.

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

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

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

A total of 78,236 individuals participated in

2023 years of education and training,

accumulating 67,394 hours.

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 “King's Town Bank Co., Ltd.
Personal Data Management Goals and
Policies,” "King's Town Bank Co., Ltd.
Mandatory Disclosure Regarding the
Collection, Processing, and Use of Personal
Data," "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 and
Implementations:

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.

In addition, to ensure that customers are
treated reasonably and fairly throughout the

(V)  No deviation.
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(V)

Does the Bank
formulate supplier
management
policies that require
suppliers to follow
relevant regulations
on issues such as
environmental
protection,
occupational safety
and health, or labor
rights? How is the
implementation?

(VI

entire transaction process and to deepen the

Bank's core corporate culture of fair customer

treatment, the "Fair Customer Treatment and

Friendly Service Promotion Team" has been

established. Its main tasks include reporting

on the implementation status of fair customer
treatment principles and friendly service,
analyzing significant consumer disputes or
customer complaint cases, discussing
preventive measures, and reporting to the

Board of Directors on a regular basis each

year.

Consumer rights grievances procedures:

Consumer disputes are handled in accordance

with the "Operational Guidelines for

Handling Customer Grievances." We have set

up a customer complaint service hotline and

e-mail address to provide consumers with

procedures for filing complaints, and a

"Customer Service & Operations

Department" was established at the end of

2023 to oversee related matters.

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 promote sustainable
development and demonstrate a quality
image.

Implementation:

1. 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.

2. When we enter into contracts with
suppliers, we stipulate human rights
and environmental sustainability
clauses in the contracts.

3. We have established the "King's Town
Bank Supplier CSR Self-assessment
Form," which covers: Aspects such 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

(V1) No deviation.
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suppliers' fulfillment of sustainable
development, which serves as a
reference item for continuous
cooperation with suppliers. In 2023, 27
suppliers have completed the self-
assessment, and all the self-assessment
results were not in violation of the
Bank's ESG philosophy.

For suppliers, such as construction and
renovation co-contractors, engaged in
high-risk tasks, relevant advocacy was
carried out in accordance with “King's
Town Bank Contractor Handover
Procedure Hazardous Factors Notice”
during the kick-off meeting. In addition
to requiring contractors to comply with
Occupational Safety and Health Act,
on-site personnel was provided with
occupational safety and health training
as well as outreach and guidance on
preventing hazardous events to reduce
workplace injuries. Total of 8 outreach
sessions were organized in 2023 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 9
field visits and inspections performed
in 2022 without any special or
significant non-conformity detected.

Does the Bank refer
to international
reporting rules or
guidelines to publish
Sustainability
Report to disclose
non-financial
information of the
Bank? Has the said
Report acquire third

2021 Sustainability Report has been prepared in
accordance with the Global Reporting Initiative
(GRI) Standards Core Options issued 2022,
Sustainable Development Best Practice Principles
for TWSE/GTSM Listed Companies, and the
Standards Governing Commercial Banks issued by
the Sustainability Accounting Standards Board. The
report has been audited by an independent third-
party assurance organization, SGS Taiwan, using the
AA1000 AS v3 Type 1 Moderate level, focusing on

No deviation.
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party certification
party verification or
statement of
assurance?

the inclusivity, materiality, responsiveness, and
impact of the information disclosed in the report. We
have also engaged EY Taiwan to provide limited
assurance for the report in accordance with the
International Standard on Assurance Engagements
(ISAE) 3000: Assurance Engagements other than
Audits or Reviews of Historical Financial
Information published by the Accounting Research
and Development Foundation and the ISAE 3000
Assurance Standards issued by the International

Auditing and Assurance Standards Board (IAASB).

the code: None

VI.  Ifthe Bank has its own code of ethics in accordance with the "Sustainable Development Best Practice
Principles for TWSE/TPEx Listed Companies," please describe the differences between its operation and

operation.

VII.  Other important information for understanding the implementation of sustainable development:
1. The Bank has issued its first CSR report in 2015, which was renamed as the sustainability report in
2022, and has been issuing it for nine years since then. The tenth report is expected to be issued in
June 2024. The report mainly covers corporate governance, customer value, social prosperity,
workplace well-being and environmental sustainability, etc. Through the annual publication of the
report, stakeholders and outsiders can better understand the Bank's sustainable development and

2. Please refer to the website of the Bank under the section of "Sustainable Development™:
https://customer.ktb.com.tw/new/about/bOb73fac.

(V) Climate-related Information of this Bank

Item

Implementation

1. The Board of Directors and
senior management are
responsible for monitoring and
managing climate-related risks
and opportunities.

The Board of Directors' oversight: The Board of Directors is the
highest governance unit for the Bank's risk management, overseeing
the effective operation of the risk management system and
mechanism, and approving policies and regulations related to risk
management. The Board of Directors oversees the implementation of
sustainable business practices, including climate governance issues,
through the Sustainable Development and Nomination Committee.

Il.  Management hierarchy roles: The "ESG Task Force" is
established under the Sustainable Development and
Nomination Committee, with the Vice Chairman serving as
the convener. The ESG Working Group also includes the
"Climate Action Team," which is responsible for promoting
the Bank's environmental performance management and
green finance strategies. The team will submit its
implementation plan and results to the Corporate
Governance and Nomination Committee every six months
and report to the Board of Directors. The "Risk Management
Committee" is established under the president, with the
president serving as the chairman. The "Risk Management
Department" is the executing and promoting unit, and it will
report the Bank's risk management situation to the Board of
Directors regularly.

2. Explain how identified climate
risks and opportunities impact
the company's business,
strategy, and finances (in the

("

Risk level:

Transition risks: The political, legal, technological, consumer
preference/market, and corporate reputation changes that may occur
during the low-carbon transition process and the use of these changes
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short, medium, and long term).

to mitigate and adapt to climate change.

1. Short/Medium term: Government implementation of stricter
sustainability regulations or carbon reduction targets has led to
increased operating costs and the replacement of products or
services with low-carbon technologies.

2.  Medium term: Policy restrictions have led to premature write-offs
or scrapping of existing assets, as well as litigation risks arising
from personnel injuries and deaths caused by climate-related
damage to subsidiary assets. Financing and investment clients are
unable to make low-carbon transitions, and government
implementation of higher carbon taxes or carbon pricing affects
the profitability and repayment capacity of subsidiary borrowers.

3. Long-term: The involvement of the Investment and Financing
Department in significant sustainability controversies has affected
stakeholders' perception of the company.

(1) Physical risks: The actual risks posed by immediate extreme weather
events and long-term climate change. May have financial implications
for the organization.

1. Short-term: The operational facilities have been affected by
natural disasters, resulting in damage to buildings and equipment.

2. Short/Medium term: An increase in the number of hot days has
led to an increase in electricity demand. Heavy rains and flooding
have caused borrowers to suspend operations, resulting in damage
to assets or loss of collateral value. The prolonged drought has
also affected the production capacity of companies and incurred
additional water costs, thereby eroding the profitability of the

borrowers.
3. Long-term: Rising sea levels expose operations to flooding.
Il.  Opportunity aspect:

()  Short-term:

1. Expanding the use of energy- and water-saving equipment and
promoting electronic billing can help reduce operating costs.

2. Delivering digital products and services that meet customers'
growing demands for efficiency, convenience, and a low carbon
footprint helps drive revenue growth.

(1) Mid-term:

1. Increasing the use of low-carbon energy and reducing reliance on
fossil fuels to avoid potential price increases can help reduce
operating costs.

2. Increasing the number of electronic transactions and extending the
reach to different customer segments can contribute to revenue
growth.

(11 Long-term:

1. By implementing green financing and investment policies, we can
seize new market opportunities, which will contribute to an
increase in revenue.

Finances.

3. Clarifying the Impact of
Extreme Weather Events and
Transition Actions on

In accordance with the "Guidelines for Climate Risk Financial Disclosure by
Domestic Banks" issued by the Financial Supervisory Commission, the
Bank disclosed financial information related to climate risk for the previous
year. Based on the assessment results of the Bank's operational plan for
climate change scenario analysis, the Bank disclosed the relevant data on the
expected losses of general enterprises and individuals under the orderly
transition, disorderly transition, and no policy scenarios in 2030 and 2050,
expressed in terms of the ratio of net assets and pre-tax profit in the
reference year. The results of the assessment indicate that all relevant
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impacts are manageable. For more information on the relevant use scenarios,
parameters, analysis factors and results, please refer to this year's
Sustainability Report.

Clarify how the process of
identifying, assessing, and
managing climate risks is
integrated into the overall risk
management system.

To ensure sustainable operations, the Bank has established the "King's Town
Bank Risk Management Measures" to establish an independent and effective
risk management mechanism. In conducting various business activities, the
Bank assesses risk tolerance, monitors risk exposure, and determines risk
response strategies, including climate risk. In addition, the "Climate Risk
Management Guidelines" were promulgated in February 2023 to implement
the Bank's assessment of the potential risks and opportunities of climate
change, to develop mitigation and adaptation measures related to climate
risks, and to enhance the Bank's risk management capabilities for climate
change risks. Climate Risk Management Procedure is as follows:

. Identification: Linking with existing risks. The Climate Action Team is
responsible for identifying the potential impact of climate entities and
transition risks on the company's operations.

Il.  Measurement: By analyzing the likelihood of climate risk events and
the extent of their negative impacts, we aim to understand the impact
of climate-related risks on various business operations of the company.

I1l.  Monitoring, reporting and internal controls: Regularly monitor overall
daily operations and business performance for climate risks over
different time periods. Adjust the management approach based on
operational practices and report the sources and management status of
climate risks to the Risk Management Committee. The Risk
Management Committee oversees the implementation and coordination
of overall climate risk management and reports regularly to the Board
of Directors.

If using scenario analysis to
assess resilience to climate
change risks, the context,
parameters, assumptions,
analysis factors, and major
financial impacts should be
explained.

Based on the 2021 scenario framework produced by the Network for

Greening the Financial System (NGFS), King's Town Bank selects Net Zero

2050, Delayed Transition and Current Policies as the main transformation

scenario factors. It then integrates the physical risk factors produced by the

IPCC's Representative Concentration Pathways (RCPs) accordingly.

. Situation Assumption Approach

()  Domestic and external credit positions are classified into six scenarios:

"Orderly Transition," "Disorderly Transition," and "No Policy

Scenario" for the years 2030 and 2050. Domestic and foreign bond and

equity holdings are classified into four scenarios: "Orderly Transition"

and "Disorderly Transition" for the years 2030 and 2050.

"The Orderly Transition" and "Disorderly Transition" scenarios both

aim to achieve net zero carbon emissions by 2050. The "No Policy

Scenario" assumes the addition of carbon reduction measures while

maintaining existing policies.

Il.  Types of climate risks, impact factors, and linkage elements:

()  Types of climate risks:

1. Consideration of physical risks such as flooding, heavy rain and
drought.

2. The main risks of transformation are carbon pricing and policy
development.

Impact factor:

1. The macroeconomic approach focuses primarily on the impact of
the "economic growth rate" and the "unemployment rate" on the
benchmark default rate.

Q)

(m
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2. The impacts of individual economic approaches are as follows:

(1) "Heavy rain" and "flooding" will result in loss of work, asset
damage, and loss of collateral value.

(2) The "drought" has led to an increase in water costs for
businesses.

(3) "Carbon pricing" generates additional costs based on
customer carbon emissions, further impacting their financial
performance.

Ill.  Linkage elements: The above individual economic approaches will
affect the borrower's loan-to-value ratio, full collateral coverage ratio,
and current loan-to-collateral value (CLTV) ratio, thereby generating
PDs under stress scenarios. In addition, collateral value impairment
will affect the loss given default (LGD) under stressed scenarios.

IVV. Risk calculation: Based on the existing regulatory stress testing
framework, the estimation is performed by incorporating the factors
and approaches related to climate change mentioned above. Expected
loss (EL) is calculated by combining probability of default (PD), loss
given default (LGD) and exposure at default (EAD) under stressed
scenarios.

6. Ifthere is a transition plan to  |In response to global climate action, King's Town Bank signed up to the Task
address climate-related risks, |Force Climate-related Financial Disclosure (TCFD) in July 2021. the Bank
please provide a description of |has incorporated the TCFD framework into its 2021 Sustainability Report,
the plan's content, as well as  |disclosing information on governance, strategy, risk management, indicators
the indicators and objectives  |and targets. Since 2013, climate risk reports have been submitted to the Risk
used to identify and manage |Management Committee and the Board of Directors for reporting purposes.
physical and transitional risks. |The related plans and targets are listed below:

l. Complete the greenhouse gas inventory for the entire bank and obtain
assurance, furthermore, it is expected to complete the inventory and
verification of all related companies by the end of 2025.

1. In the credit evaluation process for clients in high carbon emitting
industries, we incorporate the 5Ps to assess their impact on our credit
risk. We also regularly review the volatility of their profitability in
post-lending management.

Ill.  Evaluate the overall digital development trends and characteristics of
our customer base to create digital products that truly meet market
demands.

7. If using internal carbon pricing |None
as a planning tool, the basis for
price determination should be
explained.

8. If climate-related targets are  |As shown in Table 1-1 and 1-2.
set, the activities covered, the
scope of greenhouse gas
emissions, the planning
schedule and annual progress
should be explained. If carbon
offsets or renewable energy
certificates (RECs) will be
used to meet targets, the source
and quantity of carbon offsets
or RECs should be identified.

9. Inventory and Confirmation of |As shown in Table 1-1 and 1-2.
Greenhouse Gas Emissions,
Reduction Targets, Strategies,
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and Action Plans.

Table 1-1 Recent Two-Year Bank Greenhouse Gas Inventory and Verification Status

(1) 1-1-1 Greenhouse Gas Inventory Information
(GHG emissions (in metric tons COze), intensity (in metric tons CO,e per million dollars), and data coverage
for the past two years are shown. )

Greenhouse gas emissions (t-CO,e) 2022 2023
Scope 1 (Category 1) 306 304
Scope 2 (Category 2) 2,000 1,892
Total 2,306 2,196
Per capita emissions 2.32 2.27
Unit Net Revenue Greenhouse Gas Emissions (t-CO2e/ Million) 0.46 0.23
Scope 1 (Category 3) 4 3

Scope of Data Coverage: Parent Company of King's Town Bank

(2) 1-1-2 Greenhouse Gas Assurance Information

A description of the confirmed engagements for the two most recent fiscal years preceding the date of printing of
the annual report, including the scope of the engagement, the attesting entities, the confirming criteria, and the

confirming opinions.

For the years 2022-2023, the scope of the assurance is the parent company of King's Town Bank. The assurance
work was planned and performed by Ernst & Young Certified Public Accountants in accordance with engagement

number 3410, "Assurance Engagement on Greenhouse Gas Statement", and resulted in a limited assurance

conclusion.

Table 1-2: Greenhouse Gas Reduction Targets, Strategies, and Specific Action Plans

Provide the baseline year and data, reduction targets, strategies, specific action plans, and the achievement of]

reduction targets for greenhouse gas emissions.

I.  Baseline year and data for greenhouse gas reduction, reduction targets, and achievement status:

2022 (Base Year) 2023 2027
Per capltq carbon Per cap.lta. carbon | Weight Reduction Achievement Status Weight Reduction
emissions emissions Target Target
Per capita carbon | Per capita carbon Cumulative per
)32 297 emissions emissions capita 'carbon
(t-COse) (t-COse) decreased by 1% |decreased by 2.16%|  reduction has
from the baseline | from the baseline | reached 5% of the
year. year. baseline year.

Note 1:  Disclose the basic boundaries for Category 1 and Category 2 across the organization.
Note 2:  The cumulative per capita carbon reduction target for the year 2027, with a cumulative time
period from 2023 to 2027.

Il.  Strategy

With the global trend toward net-zero emissions, King's Town Bank has formulated four key strategies to reduce
its operational carbon emissions and plans to review them annually to gradually achieve the net-zero goal.

()  Implementation of carbon reduction plans: Continuously reduce carbon emissions in operational processes.
(I1)  Greenhouse gas inventory: Understanding the Greenhouse Gas Emissions in the Operational Process.

() External verification: Verify the data obtained through rigorous methods of investigation.

(IV) Set carbon reduction/net-zero goals: Based on rigorous and scientific data, set net zero goals and
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consistently implement practical carbon reduction measures.

Il.  Specific Action Plan

In pursuit of the goal of sustainable environmental management, King's Town Bank has implemented the ISO
14001 Environmental Management System and the ISO 50001 Energy Management System to reduce
environmental pollution risks and improve energy efficiency. Internally, the Bank has also issued the "Guidelines
for Sustainable Development Practices," the "Implementation Guidelines for Energy Conservation and
Environmental Protection Behavior," and the "Energy Operation Control Manual" as specific action guidelines to
promote environmental protection and energy conservation.

In order to effectively reduce greenhouse gas emissions, our Company has formulated the following energy-

saving measures:

(I)  Newly installed and replaced lighting fixtures are fully equipped with energy-saving LED light fixtures.

(I1)  The Bank installed variable speed air conditioners, which as a constant temperature control device, and sets
the average indoor air temperature at no lower than 26 degrees Celsius.

(111)  Adjust computer room space configuration and reorganize wiring to improve energy efficiency in the
computer room.

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

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

(V1) Electrical appliances or equipment, such as photocopiers, shredders, computers, lights, elevators, etc., are
set to sleep, standby, or auto-sensing functions.

(V) Prioritize purchasing products with the Water Efficiency Label and promote the correct concept of water
usage.

(V) Reduce the use of plastic or disposable utensils and cups, and implement proper waste sorting and resource
recycling.

(IX) Promote digital transactions and paperless operations, and encourage double-sided printing and paper
recycling.

(X) Join the green procurement campaign to support low-carbon products, green building materials, and
sustainable goods enterprises.

In addition, to promote sustainable energy development, King's Town Bank is responding to Taiwan Power

Company's pilot program for small-scale green energy sales. Starting in 2024, the Bank will switch to green

energy for its main office. the Bank will also continue to evaluate suitable branch locations to expand solar power

generation systems and gradually increase the proportion of renewable energy used.
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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

evaluation mechanism for the risk
of unethical conduct that regularly
analyzes and evaluates business
activities with higher risks of
unethical conduct in the business
scope? Does the Company
formulate a plan to prevent
unethical conducts, which at least
covers the precautionary measures
prescribed in Article 7 Paragraph 2
of the "Ethical Corporate

NG N Sy for TWSE/TPEx
Listed Companies
and reasons for
deviations
I.  Establishment of corporate
conduct and ethics policy and
implementation measures
(1)  Does the Bank have policies and | v (1)  the Bank has formulated the ()  No deviation.
practices for ethical corporate “Ethical Corporate Management
management passed by the BOD Best-Practice Principles” and
and clearly state them in “Procedures for Ethical
regulations and publicly available Management and Guidelines for
documents? Do the BOD and Conduct” with the approval of the
management make commitments Board of Directors as the
to actively implement those Company’s ethical corporate
business policies? 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.
(I1) Does the Bank establish an v (I1) 1. The "Procedures for Ethical (I1) No deviation.

Management and Guidelines for
Conduct" specify the prevention
programs and measures for
accepting improper benefits,
political contributions, donations or
sponsorships, infringement on
intellectual property rights, conflict
of interests, disclosure of
confidential information, and insider
trading.

In August 2023, the Bank prepared
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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

Management Best-Practices
Principles for TWSE/GTSM
Listed Companies"?

(1) Does the Bank establish relevant
policies which are duly enforced to
prevent unethical conduct and
provide implementation
procedures, guidelines,
consequences of violation and
complaint procedures in such
policies?

D

and the Board of Directors approved
the Bank's “Dishonesty Risk
Assessment Report 2023, 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."
1. In addition to the “Ethical
Corporate Management Best-
Practice Principles” and
“Procedures for Ethical
Management and Guidelines for
Conduct,” the Bank has also
established the "Code of Ethics
and Conduct," "implementation
Measures of the Whistleblowing
System “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.
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

(1) No deviation.
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Implementation Status Implementation of
the Ethical

Corporate

Management Best
Evaluation Item Practice Principles
s N Simrmey for TWSE/TPEx
Listed Companies
and reasons for
deviations

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
Directors, Managers, and
Employees from conducting
unethical conducts such as
benefiting from information
inaccessible to the public market,
the Bank has formulated internal
regulations including the
“Corporate Governance Best-
Practice Principles,” “Procedures
for Handling Material Inside
Information and Insider Trading

bl

Prevention Education Advocacy,’
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Implementation Status Implementation of
the Ethical

Corporate

Management Best
Evaluation Item Practice Principles
s N Simrmey for TWSE/TPEx
Listed Companies
and reasons for
deviations

and “Self-Regulatory Rules on
Disclosure of Merger and
Acquisition Information”
stipulating that the insiders shall
not use undisclosed information to
buy or sell the securities, including
(but not limited to) directors not
trading their stocks during the 30
days before the annual financial
report announcement and 15 days
before each quarterly financial
report announcement. Any
organization or person outside of
the Bank that is involved in any
corporate action of the Bank
relating to a merger or acquisition,
major memorandum of
understanding, strategic alliance,
other business partnership plans,
or the signing of a major contract
shall be required to sign a
confidentiality agreement, and
carry out all matters accordingly.
7. The Bank regularly reviews and
amends plans to prevent unethical
conducts every year.

Il.  Implementation of ethical
corporate management
(1)  Does the Bank evaluate business | v’ )] The Bank does not engage in (I) No deviation.
partners’ ethical records and business activities with those who
include ethics-related clauses in have a record of dishonest
the business contracts signed with conduct, and when it enters into
the counterparties? 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.
(I1) Has the Bank established an v (1) The Bank has designated the (I1) No deviation.
exclusively (or concurrently) Sustainable Development and

67



Chapter 3 Corporate Governance Report

Implementation Status

Implementation of

the Ethical
Corporate
Management Best
Evaluation Item Practice Principles
Ve N Sy for TWSE/TPEx
Listed Companies
and reasons for
deviations
dedicated unit under the BOD to Nomination Committee, which is
implement ethical corporate under the Board of Directors as a
management, and report to the dedicated unit to drive ethical
BOD on a regular basis (at least management of the Bank. The
once per year) on ethnic operation Committee provided assistance in
policies as well as precautionary incorporating ethics and moral
measures against unethical values into the Bank's business
conduct and their implementation strategy and in adopting
information? 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 August 14, 2023.
(1) Does the Bank establish policies to| v* (1) The Bank's supervisors at all levels|(l1l) No deviation.
prevent conflicts of interest and are responsible for assisting the
provide appropriate Company in promoting the policy
communication channels, and of ethical management. All
implement such policy properly? 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 | v/ (IV)  The Bank has established an (IV) No deviation.
ethical conduct, has the Bank effective accounting system in
established effective accounting accordance with the “Regulations
and internal control systems and Governing the Preparation of
assign an internal audit unit to Financial Reports by Listed
develop relevant auditing plans Banks” by the competent
according to the assessment results authority, which is available for
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Implementation Status Implementation of
the Ethical

Corporate

Management Best
Evaluation Item Practice Principles
s N Simrmey for TWSE/TPEx
Listed Companies
and reasons for
deviations

of unethical conduct risks? Does audit. An unethical act, such as,

the Bank inspect the bribing, bribed, profiteering, fraud

implementation of such auditing and engaging in unfair competition
plans or assign CPAs to implement is clearly prohibited in the Bank’s
the auditing? “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
effective continuously.

(V) Does the Bank regularly hold v (V)  The Bank conducts regular (V) No deviation.
internal and external educational education and training for
trainings on operational integrity? directors, senior management and

all employees related to integrity

management, including:

"Whistleblower System,""Ethical

Corporate Management and Anti-

Corruption, Anti-Bribery Policy,"

"Internal Major Information

Processing Procedures and Insider

Trading Prevention Related Laws

and Regulations" (including

promoting the prohibition of
insider trading, and also promoting

not trading its stocks during the 30

days before the annual financial
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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

report announcement and the 15
days before each quarterly
financial report announcement
closed period), "Merger and
Acquisition Information
Disclosure Self-Discipline
Norms," "Anti-Money
Laundering," "Fair Treatment of
Customers Principle,"
"Compliance with Laws and
Regulations," "Personal Data
Protection Law", "Human Rights
Policy," and "Information
Security" courses.

In 2023, there were a total of
15,087 visits, totaling 24,064
person-hours.

1.
M

(1

Grievance System

Has the Bank established a
grievance and rewards system and
a reporting hotline? Can the
employees with alleged violations
be reached by an appropriate
contact person for follow-up?

Has the Bank established standard
operating procedures and
confidentiality measures for the
investigation of reported
incidents?

M

(1

The Bank has established the
"King's Town Bank Regulations on
the Implementation of the
Whistleblower System" 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

No deviation.

M

(I1) No deviation.
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Implementation Status Implementation of
the Ethical

Corporate

Management Best
Evaluation Item Practice Principles
s N Simrmey for TWSE/TPEx
Listed Companies
and reasons for
deviations

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 Bank keeps the process of
the whistleblowing cases
confidential. The identity of the
whistleblower, investigation
procedures, and related documents
are 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.
(1) Does the Bank have proper v (1) The Bank undertakes to protect (1) No deviation.
measures in place to protect internal whistleblowers from
whistleblowers from reprisals? improper treatment or dismissal,

discharge, demotion, reduction in
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Implementation Status Implementation of
the Ethical

Corporate

Management Best
Evaluation Item Practice Principles
s N Simrmey for TWSE/TPEx
Listed Companies
and reasons for

deviations
salary, impairment of their rights
and interests under law, contract or
custom, or other adverse action as
a result of the whistleblower.

IV. Enhancing information disclosure
Does the Bank disclose its ethical | V' The Bank discloses the "Ethical No deviation.
corporate management policies Corporate Management Best Practice
and results of implementation on Principles," "Procedures for Ethical
the Company's website and the Management and Guidelines for
Market Observation Post System, Conduct" and "Corporate Governance
and state its commitment to its Best-Practice Principles" on its website
integrity management policy? and the Market Observation Post System.

the Bank also discloses its ethical
management practices and measures
through its website, annual reports,
sustainability reports, and other external
documents, and discloses its "Ethical
Corporate Management, Anti-Corruption,
and Anti-Bribery Policy and
Commitment" on its website.

V. Ifthe 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: None

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

(X)  Corporate governance best-practice principles and related rules inquiry

Please refer to the |C0rp0rate Governance| section of the MOPS website
(http://mops.twse.com.tw/mops/web/index/) or our global website (https://customer.ktb.com.tw/new/).
(XI)  Other important information that is sufficient to enhance the understanding of the Bank’s corporate

governance operation

Please refer to MOPS (website: http://mops.twse.com.tw/mops/web/index/) or our official website (website:

https://customer.ktb.com.tw/new/) for information|about King's Town Bank.|
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(XII) Status of internal control

1.

Declaration of internal control
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Matters to be improved for the internal control system of King's Town Bank and the improvement plan

Base date: December 31, 2023

Matters to be enhanced Improvement Project

Projected date for
completion

Enhance the unimproved items of . Regarding the specific hosts with  |Expected to be completed
“General deficiencies of finance weaknesses that have not been byJune 30, 2025.
institute inspection as of April 11, proposed for evaluation, upgrade or
2022,” regarding the specific hosts with replacement plans, the replacement
weaknesses that have not been proposed operation for some specific hosts

for evaluation, upgrade, or replacement has been completed, while the

plans.

replacement operation for others is
still in the process and is expected
to be completed by June 30, 2025
Il.  Before the completion of the
improvement, the monitoring,
detection, early warning and
treatment have been carried out
through the firewall, endpoint and
information security mechanism
established by the Bank.

2.

A separate audit report shall be disclosed where an independent registered public accounting firm

has reviewed the Company's internal control system: None

(XI) 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:

1.

The responsible person or the employee was indicted by the prosecutor for a crime committed in the

business: None

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 situations that apply to Article 2 of Regulations for

FSC to handle violation of financial regulations, impose punishment.

(1) On March 19, 2021, the Financial Supervisory Commission (FSC) imposed two penalties on
the Bank including a fine of NT$1.8 million and given a one-month correction period or
violating the Insurance Act in the merger and dissolution of Fusheng Property and Casualty
Insurance Agency Co.

[Improvement] 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.

Other matters that must be disclosed pursuant to Financial Supervisory Commission designation:

None
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(X1V) Significant Resolutions of the Shareholders' Meeting and the Board of Directors for the year of 2023 and

as of the end of January 2024

Case

the Chairman

Classification Date Case Resolution Implementation
. . Relevant reports and statements have been
721,988,962 rights voted in favor, . .
R filed with the competent authority for
. . |and 510,099 votes against, . X .
Recognition of 2022 financial . . inspection and announcement in
20,481,460 votes deemed invalid, . .
statements . accordance with the law and regulations of
abstained or not casted, so the .
the Company Act and the Securities and
proposal was passed as voted.
Exchange Act.
722,828,805 rights voted in favor, o
. The distribution base date was scheduled
. and 1,003,677 votes against,
Recognition of 2022 profit . . on June 13, 2023 and the payment date
T 19,148,039 votes deemed invalid,
distribution plan . was scheduled on June 30, 2023. (Cash
abstained or not casted, so the .
dividend per share: NT$1.1.)
proposal was passed as voted.
714,539,093 rights voted in favor, .
R The content of the revised document was
Shareholders’ Proposal of amendment to the [and 575,058 votes against, .
i 2023.05.23 . . . published on May 26, 2023 on the
Meeting Bank's Article of 27,866,370 votes deemed invalid, ! .
. . Company's website and implemented
Incorporation abstained or not casted, so the . .
according to the revised content
proposal was passed as voted.
714,538,170 rights voted in favor, .
Proposal of amendment to the R The content of the revised document was
. |and 575,998 votes against, .
Company's “Rules Governing . . published on May 26, 2023 on the
. 27,866,353 votes deemed invalid, ! .
the Proceedings of . Company's website and implemented
. abstained or not casted, so the . .
Shareholder Meetings” according to the revised content
proposal was passed as voted.
714,487,535 rights voted in favor, .
R The content of the revised document was
The amendment to the Bank’s [and 660,234 votes against, X
o . . published on May 26, 2023 on the
“Procedures for Acquisition or (27,832,752 votes deemed invalid, . .
. . Company's website and implemented
Disposal of Assets” abstained or not casted, so the . .
according to the revised content
proposal was passed as voted.
Propf)s'a} of 13 land Passed by the attending directors . .
acquisitions for Funong . . Relevant operations have been handled in
2023.01.09 .. . unanimously by being consulted by . .
Section, including Lot #91, . accordance with the resolution
o . . the Chairman
East District, Tainan, Taiwan
Produced and submitted the
Bank’s 2022 . .
ank’s 20 “P arent company Passed by the attending directors . .
only financial statements and . . Relevant operations have been handled in
. . unanimously by being consulted by . .
consolidated financial . accordance with the resolution
. the Chairman
statements and business
2023.02.20 |reports
Appointment and replacement
of the Bank's Certified Public |Passed by the attending directors . .
. . Relevant operations have been handled in
Accountants and Results of  |unanimously by being consulted by . .
. accordance with the resolution
Independence/Competence the Chairman
Evaluation
. P h i i . .
Proposal of bad debts written- ass§d by the attenfilng directors Relevant operations have been handled in
2023.03.06 unanimously by being consulted by . .
Board of] off . accordance with the resolution
Directors the Chairman
Discussion of the "Statement |Passed by the attending directors . .
. . Relevant operations have been handled in
of Internal Control System of |unanimously by being consulted by accordance with the resolution
King's Town Bank" for 2022 |the Chairman
"Statement on Internal . .
. P h . .
Control System for Anti- asse.d by the attenfimg directors Relevant operations have been handled in
. unanimously by being consulted by . .
Money Laundering and . accordance with the resolution
Counter-Terrorism" 2022 the Chairman
2023.03.20
Proposal to rename the
"Corporate Governance and
Nomination Committee", Passe‘d by the attenfimg directors Relevant operations have been handled in
amendment to the unanimously by being consulted by . .
" L. . . accordance with the resolution
Organizational Regulations |the Chairman
of the Corporate Governance
and Nomination Committee."
. . Passed by the attending directors . .
2023.04.10 2022 Earnings Distribution unanimously by being consulted by Relevant operations have been handled in

accordance with the resolution
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Classification Date Case Resolution Implementation
Proposal of amendments to . .
the Bank's organizational Pass§d by the attenflmg directors Relevant operations have been handled in
2023.04.24 unanimously by being consulted by . .
procedures and the breakdown . accordance with the resolution
e the Chairman
of responsibilities by level
Proposal of bad debts written- Pass§d by the attenflmg directors Relevant operations have been handled in
2023.05.08 unanimously by being consulted by . .
off . accordance with the resolution
the Chairman
Proposal of bad debts written- Pass§d by the attenflmg directors Relevant operations have been handled in
2023.06.05 unanimously by being consulted by . .
off . accordance with the resolution
the Chairman
Proposal of bad debts written- Pass§d by the attenflmg directors Relevant operations have been handled in
2023.08.14 unanimously by being consulted by . .
off . accordance with the resolution
the Chairman
Proposal of bad debts written- Pass§d by the attenflmg directors Relevant operations have been handled in
2023.09.11 unanimously by being consulted by . .
off . accordance with the resolution
the Chairman
Establishment of the
Customer service &
Operations Department, the . .
Bank's Organizational Chart, Pass§d by the attenfimg directors Relevant operations have been handled in
2023.10.30 unanimously by being consulted by . .
Proposal of amendments to . accordance with the resolution
o the Chairman
the Bank's organizational
procedures and the breakdown
of responsibilities by level,
Proposal of bad debts written- Pass§d by the attenfimg directors Relevant operations have been handled in
2023.12.11 unanimously by being consulted by . .
off . accordance with the resolution
the Chairman

(XV)  During the 2023 and until the end of January 2024, there were recorded or written statements from
directors or supervisors expressing different opinions on important resolutions passed by the Board of
Directors. However, during 2023 and until the end of January 2024, there were no dissenting opinions
from directors or independent directors.

(XVI1) Summary of the resignation and dismissal of relevant personnel of the Bank (referring to the chairman,
president, financial supervisor, accounting supervisor, internal chief auditor, and corporate governance
officer) in 2023 and as of the end of January 2024:

1. On February 7, 2023, Manager Ya-Ting Li, the financial supervisor, underwent an internal job
adjustment, and Manager Shih-Chi Chuang took over as the new financial supervisor.
2. On March 21, 2023, Mr. Chien-Ko Yang, Deputy Manager of the Administration Department, was

relieved of his concurrent position as the Officer of Corporate Governance. The position of Officer

of Corporate Governance will now be held exclusively by Manager Tzu-Yun Chen.

V. Information on CPA Professional Fees
) CPA Professional Fees
Unit:NT$ thousand
Name of the . . . Non-audit
Name of CPA Audit Period Audit fees Total Note
CPA firm fees
Ernst & Young Kuo-Sen Hung,
L. . 2023.01.01~2023.12.31 3,310 3,660 6,970
Global Limited Sheng-An Hsieh
Note:  Non-audit public expenses include: anti-money laundering and counter-terrorism financing mechanism NT$700 thousand tax
certification NT$110 thousand 1SO27001 verification service NT$2,320 thousand sustainability report assurance service NT$230
thousand greenhouse gas inventory assurance service NT$300 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.
VI. Information on replacement of CPAs within the past two fiscal years or any subsequent interim
period
)] Regarding the former CPAs:
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Date of Replacement

Febuary 20, 2023

Reason for replacement and explanation

Changes in internal job rotation of the CPA Firm

Statement on whether the authorizing party or the CPA terminated

or declined the engagement

Counterpart The authorizin;
o Tparty CPA g
Situation party
Voluntarily terminated the . .
Not applicable | Not applicable
engagement
Declined (further) engagement Not applicable | Not applicable

The opinion and reason for issuing an audit report expressing other

than an unqualified opinion in the last two years

None

Different opinions from the Bank

Accounting principles or practices

Disclosure of financial statements

Yes

Scope or procedure of auditing

Others

None

v

Explanation: None

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

None

(I1)  Regarding the succeeding CPAs:
CPA Firm Ernst & Young Global Limited
Name of CPA Kuo-Sen Hung, Sheng-An Hsieh

Date of appointment

Febuary 20, 2023

Consultation matters and results on the accounting methods or

accounting principles of certain transactions and possible opinions None

on the financial reports before the appointment of the CPA

The matters on which the succeeding accountant’s opinion is

different from the opinion of the predecessor accountant in None

writing

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

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

VIII. 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
2023 As of January 31, 2024
. Shareholding Pledged share Shareholding Pledged share
Title Name . . . .
increase increase increase increase
(decrease) (decrease) (decrease) (decrease)
. Tiangang Investment Co., Ltd. 0 0 0 0
Chairman
. Representative: Chen-Chih Tai
(major shareholder) . 0 0 0 0
(major shareholder)
Vice-Chairman Tiangang Investment Co., Ltd. 0 0 0 0
(major shareholder) Representative: Chiung-Ting Tsai 0 0 0 0
) Fu Chiang Investment Co., Ltd. 0 0 0 0
Director
Representative: Ching-Shun Ou 0 0 0 0
) Fu Chiang Investment Co., Ltd. 0 0 0 0
Director . S
Representative: Yi-Li Chuang 0 0 0 0
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2023 As of January 31, 2024
) Shareholding Pledged share Shareholding Pledged share
Title Name ) ) . .
increase increase increase increase
(decrease) (decrease) (decrease) (decrease)
Independent Director Chuan-Fu Hou 0 0 0 0
Independent Director Chao-Long Chen 0 0 0 0
Independent Director Ping-Sung Wu 0 0 0 0
President Hung-Liang Chiang 63,000 0 0 0
Senior Vice President Qi-Wei You 0 0 0 0
Chief Auditor Ching-Chu Pai 0 0 0 0
Senior Vice President Chung-Cheng Lin 0 0 0 0
Senior Vice President and
Chief Information Security |Hung-Sung Shen 0 0 0 0
Officer
Vice President Chien-Ko Yang 0
Vice President Ying-Shih Lu
. . Kai-Ming Liu (Date of
Vice President 0 0
Appointment: 2023.01.03)
. . Chi-Chia Chang (Date of 0 0
Vice President . 0 0
Appointment: 2023.04.10)
. . Shih-Chi Chuang (Date of 0 0
Finance Supervisor . 0 0
Appointment: 2023.02.07)
Accounting Supervisor Yu-Hsuan Chen 0 0 0
Corporate Governance Tzu-Yun Chen (Date of 0 0 0
Officer Appointment: 03/21/2023)
. . . Chien-Wei Pan (Date of
Executive Vice President . 0 0 - -
Termination: 2023.03.01)
. . . Chih-Cheng Yu (Date of
Senior Vice President Lo 0 0 - -
Termination: 2023.10.31)
Shu-Chen Tsai (Date of
Vice President Appointment: 2023.02.01) 0 0 - -
(Termination Date: 2023.04.25)
. . Ya-Ting Li (Termination Date: 0 0
Finance Supervisor - -
2023.02.07)

(1
applicable.

(1) Pledge of equity: The counterparties of equity pledge are not related parties, thus it is not applicable.
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IX.

or a relative within the second degree of kinship of another

Relationships among the company's ten largest shareholders

Relationship information, if among the Company's ten largest shareholders anyone is a related party

Base date: 2024.04.09

Among ten largest shareholders,

name and relationship with

. Shares Held by Spouse & Shares Held under .
Share Ownership . anyone who is a related party or a
Dependents Nominee Accounts . .
relative within the second degree
Name L Note
of kinship
No. of No. of No. of
o0 Ratio of -0 Ratio of -0 Ratio of § i .
shares K shares K shares K Title/name Relationship
Shareholding Shareholding Shareholding
(shares) (shares) (shares)
Chen-Chih Tai (*)  |78,209,000 7.04%| 5,890,000 0.53% 0 0%|None None
Tiangan,
gang Spouse of the
Investment X
representative
Co., Ltd.
T Representative's
ianye
. . Y relative within
Tien-Tsan Tsai 72,752,033 6.55%| 10,346,139 0.93% 0 0% |Investment
the second degree
Company o
of kinship
Hsien-Tsund .
Kinship within
Wang
Yi-Ying Ch second-degree
i-Ying Chen
Hsinray Investment
Co. Ltd 55,205,869 4.97% 0 0% 0 0%|None None
o., Ltd.
The aforementioned
company
. 0 0% 0 0% 0 0%|None None
representative
Yi-Li Chuang
Yuanta/P-shares
Taiwan Dividend 52,377,689 4.71% 0 0% 0 0%|None None
Plus ETF account
Jincheng
Construction Co., 48,340,000 4.35% 0 0% 0 0%|None None
Ltd.
The aforementioned
company
. 0 0% 0 0% 0 0%|None None
representative
Chiu Chun-chun
Tiangang Investment
39,399,025 3.55% 0 0% 0 0%|None None
Co., Ltd. (*)
Tien-Tsan Tsai |Spouse
Hsien-Tsund
. Kinship within
The aforementioned Wang dud
second-degree
company Yi-Ying Chen €
. 10,346,139 0.93%| 72,752,033 6.55% 0 0% —
representative T Representative's
. . ianye . o
Tsai Hsueh Mei-yun relative within
Investment
the second degree
Company flinshi
of kinship
Tianye Investment
34,690,325 3.12% 0 0% 0 0%|None None
Company
Kinship withi
. Tien-Tsan Tsai 1S WiThn
The aforementioned second-degree
compan, Representative's
pany. 23,756,000 2.14% 0 0% 0 0%|Tiangang presentativ
representative relative within
. Investment
Yi-Ying Chen the second degree
Co., Ltd. o
of kinship
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Among ten largest shareholders,
name and relationship with
. Shares Held by Spouse & Shares Held under .
Share Ownership . anyone who is a related party or a
Dependents Nominee Accounts . L
relative within the second degree
Name L. Note
of kinship
No. of . No. of . No. of .
Ratio of Ratio of Ratio of . . .
shares . shares i shares K Title/name Relationship
Shareholding Shareholding Shareholding
(shares) (shares) (shares)
. . |Kinship within
Tien-Tsan Tsai
second-degree
. . Representative's
Hsien-Tsund Wang (29,277,882 2.63%| 12,419,667 1.12% 0 0%|Tiangang . o
relative within
Investment
the second degree
Co., Ltd. o
of kinship
X . |Kinship within
Tien-Tsan Tsai
second-degree
Tianye
Investment Representative
Yi-Ying Chen (*) 23,756,000 2.14% 0 0% 0 0%|Company
. Representative's
Tiangang . s
relative within
Investment
the second degree
Co., Ltd. Lo
of kinship
CTBC Bank Trust
Account for King’s
Town Bank 23,000,976 2.07% 0 0% 0 0%]|None None
Employee Stock
Ownership Trust.

Note: (*) denotes the number of shares held reported to the regulatory authority by internal personnel,

X.

Quantity of shareholdings of the same investee by the Bank and directors, supervisors, presidents,

senior vice presidents, vice presidents, supervisors of the various departments and branches, and

direct or indirect subsidiaries in proportion to the combined holdings of all

Base date: 2023.12.31

Investment made by directors,
supervisors, presidents, vice
Investment made by the Bank presidents, assistant vice Total Ownership
Invested Companies presidents, heads of branches, and
direct or indirect subsidiaries
No. of shares |Shareholding| No. of shares | Shareholding | No. of shares |Shareholding
(shares) ratio (shares) ratio (shares) ratio
Taiwan Depository and Clearing Corp. 2,382,764 0.36% 0 0% 2,382,764 0.36%
Taipei Forex Inc. 80,000 0.40% 0 0% 80,000 0.40%
Taiwan Futures Exchange 2,728,267 0.50% 0 0% 2,728,267 0.50%
Financial Information Co., Ltd. 6,472,215 1.24% 0 0% 6,472,215 1.24%
Taiwan Stock Exchange Corporation 33,242,867 2.87% 0 0% 33,242,867 2.87%
Sunshine Asset Management Co., Ltd. 37,211 0.62% 0 0% 37,211 0.62%
King’s Town Bank International Leasing
159,787,196 100% 0 0% 159,787,196 100%
Co., Ltd.
King's Town Bank Securities Co., Ltd. 90,000,000 100% 0 0% 90,000,000 100%
Taiwan Incubator SME Development Co. 3,417,440 4.84% 0 0% 3,417,440 4.84%
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()] Sources of capital
Base date: 2024.04.09
Unit: NT$
Year Authorized capital Paid-in share capital Note
and | Issue price .
month P 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 MOEA (69) Commerce No
1980.03 24,000,000 240,000,000 24,000,000 240,000,000 |million, special reserve of NT$9.6 '
. 19797 dated 06.19.1980
million
Dividends of NT$14.4 million, bonus MOEA (71) Commerce No
1981.05 30,000,000 300,000,000 30,000,000 300,000,000|0f NT$25.2 million, special reserve '
- 09006 dated 03.18.1982
of NT$20.4 million
Value- fNT$45.
1983.03 40,200,000] 402,000,000 40,200,000 402,000,000 m?l |Lijenad:§d res?nﬁ . v $f5 ? | moEA (72) Commerce No.
' o haas s hand On and Special [eserve 0 47072 dated 12.17.1983
NT$56.1 million
. . MOEA (72) Commerce No.
1983.1 42 42 42 42 | fNT$2 1l
983.10 ,500,000 5,000,000 ,500,000 5,000,000 Special reserve o $23 million 51587 dated 12.29.1983
MOEA (73) C No.
1984.09 45,000,000 450,000,000 45,000,000 450,000,000/ Special reserve of NT$25 million (78) Commerce No
43814 dated 11.10.1984
. - MOEA (74) Commerce No.
1985.07 47,500,000 475,000,000 47,500,000 475,000,000 |Special reserve of NT$25 million 40767 dated 09.17.1985
. - MOEA (75) Commerce No.
1986.06 50,000,000 500,000,000 50,000,000 500,000,000|Special reserve of NT$25 million 37468 dated 08.25.1986
MOEA (7 No.
1987.07 52,500,000| 525,000,000 52,500,000  525,000,000|Special reserve of NT$25 million OEA (76) Commerce No
41397 dated 08.18.1987
. - MOEA (77) Commerce No.
1988. | fNT$1 1}
988.05 63,000,000 630,000,000 63,000,000 630,000,000|Special reserve o $105 million 18642 dated 06.30.1988
. - MOEA (78) Commerce No.
1989.06 80,000,000 800,000,000 73,080,000 730,800,000(S | f NT$100.8 mill
pecial reserve of NT$100.8 million 1,96, tated 06.14.1089
NT$180 per Capital increase in cash for NT$69.2 [MOEA (78) Commerce No.
1989.11 80,000,000 800,000,000 80,000,000 800,000,000 ..
share million 134390 dated 12.16.1989
Additional paid-in capital of NT$240
million, special reserve of NT$160 |[MOEA (79) Commerce No.
1990.06 200,000,000 2,000,000,000 120,350,000 1,203,500,000( . .
million, and employee bonus of 115085 dated 07.13.1990
NT$3.5 million
Earnings and special reserve of
NT$228.665 million, additional paid- [ MOEA (80) Commerce No.
1991. 2 2 171 1,71
991.06 00,000,000 /000,000,000 /500,000 +715,000,000 in capital of NT$277.835 million, 1199766 dated 09.10.1991
and employee bonus of NT$5 million
Earnings and special reserve of
1992.11 227,300,000  2,273,000,000 227,300,000/  2,273,000,000 NT$274'4 million, add't_'o_n al paid-in | (81) MOF. Sec. (I
capital of NT$277.83 million, and No. 02348 dated 09.14.1992
employee bonus of NT$5.77 million
Earnings and special reserve of
NT$281.232 million, additional paid-|(82) MOF. Sec. (I)
1993.08 270,000,000 2,700,000,000 270,000,000 2,700,000,000(. . .-
B e B in capital of NT$144.768 million, No. 01649 dated 05.17.1993
and employee bonus of NT$1 million
Earnings of NT$390.415 million,
NT$53 per additional paid-in capital of (83) MOF. Sec. (1)
1994.03 335,000,000  3,350,000,000 335,000,000 3,350,000,000 L .
share NT$9.585 million, and capital No. 28035 dated 07.05.1994
increase in cash of NT$250 million
Capital increase in cash of NT$100
million, earnings of NT$599.204
NT$43 per . 1ngs or N § ) (84) MOF. Sec. (1)
1995.03 440,130,000 4,401,300,000 440,130,000 4,401,300,000|million, additional paid-in capital of
share . No. 31862 dated 06.10.1995
NT$332.096 million, and employee
bonus of NT$20 million
Earnings of NT$624.985 million and
1996.10 545,762,200 5,457,622,000 545,762,200 5,457,622,000|additional paid-in capital of (85) MOF. Sec. (1)
' 154 9D 104 AR00EE paic-in cap No. 41979 dated 07.12.1996
NT$431.327 million
Earni f NT$578.507 milli
arr_u_ngs 0 \ $5 8 §O million and (86) MOF. Sec. ()
1997.11 646,727,022 6,467,270,220 646,727,022 6,467,270,220|additional paid-in capital of
- No. 65313 dated 08.16.1997
NT$431.151 million
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Year Authorized capital Paid-in share capital Note
and | Issue price :
month P Shares Amount Shares Amount Sources of capital Others
Earr'u.ngs of I\IIT5§523.8.49 million and (87) MOF. Sec. (1)
1998.12 724,334,265 7,243,342,650 724,334,265 7,243,342,650|additional paid-in capital of
- No. 79377 dated 09.15.1998
NT$252.223 million
NT$10.7 per Capital increase in cash of NT$3.6 (94) FSC. I. Tzi
2005.10 share 1,800,000,000| 18,000,000,000 1,084,334,265| 10,843,342,650 billion No. 0940132082 dated
08.15.2005
(97) FSC. 11l Tzi
No. 0970050338 dated
Treasury stock shares canceled for an|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. Il Tzi
No. 0970055145 dated
10.20.2008
Treasury stock shares canceled for an (97) FSC. Il Ti
2008.12 1,800,000,000| 18,000,000,000 1,051,234,265| 10,512,342,650 Y No. 0970068208 dated
amount of NT$181,000,000
12.15.2008
Private placement of convertible .
NT$10 102) MOEA. So.Sun.Tzi No.
2013.03 iareper 1,800,000,000| 18,000,000,000|  1,201,234,265| 12,012,342,650 |financial bonds converted into equity (1 o 0)1 t50550 daote d“g i ;i 281 ,
for NT$1,500,000,000 o
Treasury stock shares canceled for an|(105) MOEA. So.Sun.Tzi No.
2016.02 1,800,000,000( 18,000,000,000 1,164,234,265| 11,642,342,650
amount of NT$370,000,000 10501037030 dated 02.24.2016
Treasury stock shares canceled for an |(105) MOEA. So.Sun.Tzi No.
2016. 1 1 1,151,234,2 11,512,342
016.03 800,000,000 18,000,000,000 /151,234,265 /512,342,650 amount of NT$130,000,000 10501053730 dated 03.18.2016
Treasury stock shares canceled for an|(108) MOEA. So.Sun.Tzi No.
2019.02 1,800,000,000( 18,000,000,000 1,141,234,265| 11,412,342,650
amount of NT$100,000,000 10801016600 dated 02.27.2019
Treasury stock shares canceled for an |(108) MOEA. So.Sun.Tzi No.
2019.1 1 1 1,131,234,2 11,312,342
019.10 800,000,000} 18,000,000,000 131,234,265 312,342,650 amount of NT$100,000,000 10801141640 dated 10.21.2019
Treasury stock shares canceled for an|(109) MOEA. So.Sun.Tzi No.
2020.05 1,800,000,000( 18,000,000,000 1,121,234,265| 11,212,342,650
amount of NT$100,000,000 10901076840 dated 05.22.2019
Treasury stock shares canceled for an|(111) MOEA. So.Sun.Tzi No.
2022.10 1,800,000,000( 18,000,000,000 1,111,234,265| 11,112,342,650
amount of NT$100,000,000 11101198600 dated 10.18.2022
Type of shares
Base date: 2024.04.09
Unit: shares
Authorized capital
Type of shares Note
Outstanding shares Unissued shares Total
Ordinary share 1,111,234,265 688,765,735 1,800,000,000 Common stock
Preference stock 0 0 0
(I1)  Composition of Shareholders
Base date: 2024.04.09
Unit: person; shares; %
Composition of] _
. . Foreign
hareholders| Government Financial L L . Treasury
. L Other juridical | institutions and Individuals Total
agencies institutions . stock
foreigners
Amount
Number of people
1 14 187 285 43,593 0 44,080
(persons)
Number of Shares
3,181 38,706,347 347,127,408 188,608,828 536,788,501 0 1,111,234,265
Held (share)
Shareholding ratio (%) 0.00% 3.48% 31.24% 16.97% 48.31% 0% 100%
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(1)  Diversification of Shareholdings
NT$10 per share

Base date: 2024.04.09

Range of shares No. of shareholders Shareholding (shares) Shareholding ratio (%)
1t0 999 17,300 4,209,647 0.38%
1,000 to 5,000 19,677 41,284,947 3.72%
5,001 to 10,000 3,429 26,736,303 2.41%
10,001 to 15,000 1,058 13,446,694 1.21%
15,001 to 20,000 660 12,135,260 1.09%
20,001 to 30,000 586 15,035,774 1.35%
30,001 to 40,000 289 10,383,990 0.93%
40,000 to 50,000 195 9,063,320 0.82%
50,001 to 100,000 350 25,470,011 2.29%
100,001 to 200,000 214 30,319,436 2.73%
200,001 to 400,000 116 33,001,258 2.97%
400,001 to 600,000 53 25,783,655 2.32%
600,001 to 800,000 22 15,156,731 1.36%
800,001 to 1,000,000 21 18,988,352 1.71%
Over 1,000,001 110 830,218,887 74.71%
Total 44,080 1,111,234,265 100%

Note:  Distribution of preferred shares: None
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(IV) List of major shareholders
Base date: 2024.04.09

Name of major shareholders Shareholding (shares) Ratio of Shareholding (%)
Chen-Chih Tai 78,209,000 7.04%
Tien-Tsan Tsai 72,752,033 6.55%
Hsinray Investment Co., Ltd. 55,205,869 4.97%
Yuanta/P-shares Taiwan Dividend Plus ETF account 52,377,689 4.71%
Jincheng Construction Co., Ltd. 48,340,000 4.35%
Tiangang Investment Co., Ltd. 39,399,025 3.55%
Tianye Investment Company 34,690,325 3.12%
Hsien-Tsund Wang 29,277,882 2.63%
Yi-Ying Chen 23,756,000 2.14%
CTBC Bank Trust Account for King’s Town Bank Employee
23,000,976 2.07%
Stock Ownership Trust.

Note:  The top ten shareholders are listed.

(V) Information on stock price, net value, earnings, dividends per share for the last two years

Unit:NT$
Year
2022 2023 As of January, 2024
Item
Highest 41.9 40.45 41.5
Market price per share |Lowest 29.75 3335 39.7
Average 36.37 36.35 40.62
Before distribution 38.17 45.10 45.46
Net value per share
After distribution 37.07 - -
Weighted average shares (thousand shares) 1,111,234 1,111,234 1,111,234
Earnings per share
Earnings per share 1.98 5.59 0.56
Cash dividend 1.1 - -
Dividends per share  |Stock dividends
Accumulated undistributed dividend - - -
Price / Earnings Ratio (Note 1) 18.37 6.5 -
Return on investment |Price / Dividend Ratio (Note 2) 33.06 - -
Cash dividend yield rate (Note 3) 3.02 - -

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 2023 has not been approved by the shareholders' general meeting.

Note 5: In January 2024, 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

84



Chapter 4 Capitalization

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 sharcholders 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 2023 is NT$3 per share.

(VIl) 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 2023, so, no impact on the

Bank.

(V1) 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.

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.

Proposal of distribution passed by the Board:
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(1X)

(1

(1) Amount of remuneration to employees and directors and supervisors with cash or stock
distributed: It was resolved in 2023 to issue cash remuneration for NT$730,000 to employees,
NTS$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

Actual distribution of employee, director, and supervisor remuneration for the previous year: the Bank,
through a resolution passed at the shareholders' meeting on May 23, 2023, approved the distribution
of director and supervisor remuneration of NT$0 and employee cash bonus of 290,000 yuan for 2022
surplus distribution.

The Bank’s stock shares repurchased:

1. Repurchase of the Bank’s stock shares in 2023 and as of the end of January 2024

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

Issuance of financial bond:None.

Issuance of preferred shares:None.

Issuance of overseas depositary receipt:None

Issuance of employee stock warrant and restricted employee shares:None

Merger and acquisition or transfer of other financial institutions:None

Implementation of the Bank's capital allocation plans

Plan content: the Bank did not issue financial bonds or handle cash replenishment in 2023.

Implementation: None.
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Chapter 5 Operational Overview

Operational Overview

l. Business activities

()] 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.
2. 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.
3. Foreign Exchanges Business
Handle foreign exchange deposits, exchanges, imports, exports, foreign currency loans, and
guarantee services for foreign currency guarantee payments.
4, Investment Service Business
Help position the risk attributes of customers and provide customers with customized financial
planning (including insurance and funds) through the analysis of investment attributes.
5. Trust Business
Handle specific money trust investments in domestic and foreign securities, advance receipt trusts
and property trust business.
6. Financial and Investment Operations
Handle capital movement in New Taiwan Dollar and foreign currency, investment in securities and
issuance of financial bonds.
7. Insurance Agent Business
Agent selling life insurance products and property insurance products, etc.
(1) 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$ thousand; %
Amount of
Item 2023.12.31 2022.12.31 . Growth rate (%)
increase/decrease
Taiwan Dollar Deposit Business balance 264,520,709 255,394,205 9,126,504 3.57%
Foreign Currency Deposit Business
33,307,866 28,798,200 4,509,665 15.66%
balance
Loan Business balance 233,672,114 245,875,220 (12,203,107) (4.96%)
Balance of trust 45,939,233 41,523,080 4,416,153 10.64%
Unit:NT$ million %
Amount of
Item 2023.12.31 2022.12.31 . Growth rate (%)
increase/decrease
CD of Central Bank of the
. . . 19,400 17,600 1,800 10.23%
Republic of China (Taiwan)
Domestic treasury bonds 41,927 38,368 3,559 9.28%
Domestic treasury bonds 300 0 300 -
Investment |{Domestic corporate bonds 1,100 1,100 0 0.00%
Business |stock 2,589 1,210 1,379 113.97%
Foreign currency securities
_ , 33,561 40,141 (6,580) (16.39%)
(excluding foreign stocks)
Long-term equity investments 3,463 3,463 0 0.00%
Total 102,340 101,882 458 0.45%
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2. Proportion of Revenue by Business Segment (Note: Operating income is the number of individual

financial statements)

Unit:NT$ thousand; %

2023 2022
ftem Amount Ratio (%) Amount Ratio (%)
Operating revenue 9,597,572 100.00% 5,000,121 100.00%
Loan Business 6,280,706 65.44% 5,832,852 116.65%
Corporate Banking 6,001,969 62.54% 5,541,523 110.83%
Consumer Banking 278,737 2.90% 291,329 5.83%
Trust Business 39,391 0.41% 38,863 0.78%
Foreign Exchanges Business 535,925 5.58% 553,642 11.07%
Wealth Management 235,417 2.45% 248,944 4.98%
Investment Business 2,467,252 25.71% (1,724,604) (34.49%)
Others 38,881 0.41% 50,423 1.01%

(1) 2024 Business Plan

1. Deposit Business

(1)

()

3)

(4)

()

(6)

()

(8)

©)

We deeply cultivate and manage our core deposit customers, combining the advantages of
localized branches and industry development characteristics. We provide a variety of localized
and personalized customer services, continuously pursue innovation, and complement them
with digital service products to better serve our customers and strengthen their loyalty to our
bank.

With a customer-centric approach, we design products that meet market needs and provide
exclusive goods and services to large, medium and small business customers to meet their
financial needs and increase satisfaction.

It offers a variety of online cash management services for corporate customers to attract payment
and collection businesses, such as domestic and international transfers and payments, payroll
deposits, foreign exchange services, and collection services, to increase the Bank's demand
deposit ratio and deposit scale, and enhance its competitiveness in the financial industry.

To enhance the efficiency of over-the-counter operations and the convenience of digital business,
meeting the daily financial service needs of customers to improve the customer experience,
nurture customer relationships, and better meet the needs of the general public.

In response to the digital finance trend, continuously innovate digital models, and integrate
digital marketing methods to expand operations to different demographic groups, establishing
new consumer endorsements.

By integrating the securities business, we are providing customers with the convenience of
accessing both deposit and securities financial services, broadening our range of service
channels to better meet customer needs, and ultimately increasing demand for checking deposits.
To provide more user-friendly financial services, the Bank has organized sign language classes
and dementia care programs to strengthen support for elderly customers, customers with
disabilities, and economically disadvantaged groups. This is part of the Bank's ongoing efforts
to create a more inclusive and customer-friendly financial environment.

To implement and strengthen fair customer treatment, we have launched exclusive deposit
programs for the young generation, called "I'm Still Young, I'm Still Young," and for the elderly,
called "Enjoy Life with Advantageous TWD Savings." We have also enhanced financial
education to safeguard customer assets.

To implement the principle of fair treatment of customers, we work with industry, government,

and academia to educate our bank's customers, school-age children, and community elders about
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fraud techniques and prevention, to promote financial literacy, and to work together to protect

the public's asset security.

(10) To create a user-friendly automated service environment, we will introduce large-screen ATMs

and design related services to meet the needs of visually impaired and color-blind users. We will
also incorporate accessibility voice functions to promote the widespread adoption of our ATM-

friendly services and enhance our corporate brand image.

Credit Business

(1)

)

3)

The strategy for expanding the credit business will continue to provide customized and
diversified professional financial services while taking into account risk management. It will
generate returns that are commensurate with the risks, and use revenue streams to respond to
future changes in the financial market. It will also review the yield of credit products and
continuously develop innovative financial products to enhance the functionality and value of
our credit products.

Focus on financing for both large businesses and SME, continue to promote financing for SME
in line with government policies, and increase the financing limit for SME and micro-enterprises,
assist small and medium-sized enterprise fintech industry leaders (including startups in biotech,
microelectronics, and optoelectronics) in obtaining working capital and actively promote the
Bank's green credit services to help enterprises acquire the necessary funds for energy-saving
and carbon reduction initiatives. Fulfilling our social responsibility, we aim to contribute to the
development of the domestic economy through government policies.

In terms of corporate finance business, we continue to promote sources of self-liquidating
repayment and business projects like transactional financing in addition to our existing business.
In terms of consumer finance business, we promote consumer mortgage business with projects
to increase the volume of our mortgage business, so as to continue to have stable income and to

achieve a balanced development of credit business.

Foreign Exchanges Business

(1)

)

3)

(4)

Q)

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 our foreign exchange digital platform "King's Pay" to provide customers
with the most innovative foreign exchange product solutions.

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

In line with regulatory efforts to promote fair treatment of customers, we conduct caring
inquiries when handling foreign exchange transactions for specific demographics, assisting

customers in avoiding fraud or losses.

Investment Service Business

(1)
@)
)

(4)
Q)

Plan the function of the financial management system to increase the efficiency of business
management and improve customer satisfaction.

Cultivate and train personnel for branch business development and headquarters planning and
operations.

Continuously digitize the internal audit and control management mechanism.

Cooperate with our securities subsidiary to promote business.

Conduct customer investment seminars or briefings to convey financial concepts.
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5.

Insurance Agent Business

1)

()

3)

(4)

In response to changes in the development strategies and market environment of the financial
management business, we return to the essence of insurance and strengthen the promotion of
insurance products, launching products that meet the diverse needs of customers.

Strengthen consumer protection as well as strengthen the professional knowledge of our sales
staff regarding insurance products to provide appropriate insurance products for customers to
meet their insurance needs.

Strengthen fair treatment of elderly and disabled customers by collaborating with high-quality
insurance companies to offer financial-friendly insurance products that meet their needs.

In accordance with the supervisory authorities' efforts to promote measures for the protection of
the rights and interests of the elderly, we conduct caring phone calls to our elderly customers
and regularly invite middle-aged and elderly customers to participate in promotional activities

to promote financial insurance concepts.

Trust Business

)
)

©)

(4)

()

(6)

Build a new commodity trading platform in line with the development of financial services.
Meet the diversified needs of personal or corporate financial planning, transaction security, asset
transfer and property preservation through trust functions.

To fulfill the fiduciary duty of the trustee in the Real Estate Investment Trust, and to provide
long-term stable rental income returns and pursue long-term capital gains for the beneficiaries.
In line with the regulatory authorities' promotion of the Trust 2.0 comprehensive trust promotion
plan, we will integrate internal resources and engage in cross-industry collaborations to develop
tailored trust services that are accessible to the general public.

Utilizing trust mechanisms to assist vulnerable groups such as the elderly, people with dementia,
and people with physical and mental disabilities in their daily care and asset preservation
activities, fulfilling our corporate social responsibility and creating a niche for sustainable
development in our organization.

To increase the familiarity of trust business personnel with service processes and provide
friendly financial services based on the principle of "fair treatment of customers" to meet the

service needs of the aging society.

Financial operations business

(1)

)

3)

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

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

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.

The Bank's business operation regions

The Bank has 66 domestic business bases 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 offices in the Yunlin and Chiayi region, and 5 offices in the

Kaohsiung and Pingtung 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,
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and other diversified banking businesses to provide customers with the highest quality financial
services.

Future market supply/demand and growth potentials

In 2023, Taiwan's financial industry experienced a significant improvement in its operating
environment compared to 2022, as the U.S. Federal Reserve entered the final phase of interest rate
hikes and inflation rates declined slightly. Both the domestic stock and foreign exchange markets
rallied. On the export side, however, global inflation and interest rate effects, as well as international
geopolitical uncertainties, have dampened final demand. Fortunately, the domestic market has shown
active consumption, supporting the overall domestic economy. Looking ahead to 2024, the export
market is expected to regain momentum as the inventory of the electronics manufacturing industry
is gradually depleted. In particular, the rise of artificial intelligence (AI) has led to a significant
demand for Al chips, resulting in a flourishing export of the related semiconductor supply chain. In
the realm of the financial market, there remain several risks: the tightening of monetary policy by
central banks, elevated inflation rates, and geopolitical disruptions. These factors have the potential
to amplify financial market volatility and affect bank profitability.

After the pandemic, the digital transformation of financial institutions has continued to drive the
development of financial technology. Customers have become accustomed to relying on digital
financial services for their digital financial lives. The increasing number of financial services that
used to involve face-to-face interactions are gradually transitioning to online digital financial services.
Friendly and efficient tellers are being replaced by artificial intelligence machines, including chatbots
and virtual customer service. However, whether it is physical or digital financial services, customers
continue to demand high-quality and personalized services. Therefore, financial institutions must
continuously collect customer behaviors and preferences, build comprehensive databases, and meet
customer needs in all aspects to face the advent of the digital and Al financial era.

Advantages and disadvantages of competitive niche and development prospects

(1) Competitive favorable factors of the Bank

A. With the gradual easing of global inflationary pressures and the central bank's decision to
temporarily postpone interest rate hikes, pressure on corporate financing costs has eased.
In addition, the recovery of exports and the continued vitality of domestic demand
industries have contributed to the restoration of business confidence and an increase in
commercial activity, which is expected to provide momentum to bank lending.

B. In response to the trend of digital finance development, the Bank has established relevant
units in 2015 and launched a variety of digital financial services to meet the constantly
changing needs of market technology and customers. Focuses on SME customers
compared with its peers' digital finance strategies, assisting SMEs in managing funds,
financing, and reducing operating costs through customized financial solutions, thereby
improving the stickiness and return rate of SME customers, which in turn promote long-
term profitability.

(2) Competitive unfavorable factors of the Bank

A. The lagged effects of the high interest rate environment are still fermenting in the real
economy and the corporate sector. The high cost of corporate funding, if not accompanied
by a clear profit outlook, may lead to a slowdown in credit demand and should be
monitored for credit default risks.

B. Geopolitical risks continue to escalate, coupled with important elections taking place in

over 50 countries around the world in 2024, including the United States, Europe, India, and
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Taiwan. The election results may alter current policies on trade barriers, regulatory controls,
energy transition, foreign investment, and immigration, and have far-reaching implications
for the international situation.
4.  Response measures
(1) Adjust the composition of our credit business, and provide customized and diversified
professional financial services with good risk management to obtain business with better yield.
(2) Continuously monitor and adjust asset portfolios in response to changes in domestic and
international financial conditions, while maintaining strict control over asset quality.
(3) Design a variety of deposit products by anticipating future interest rate trends, and stabilize
deposit sources by utilizing our unique geographical advantages to manage deposit spread.
(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 2023, the balance of loans to SMEs was NT$144,765,365 thousand.

B. Remain to focus on corporate finance in terms of the main objective of the credit business,
assisting SME owners, as well as the financial technology industry (biotechnology,
optoelectronics, etc.), to obtain short- and medium-term credit and working capital with
tangible/intangible assets, cooperate with the SME credit guarantee projects promoted by
the credit guarantee fund to increase the financing amount and improve loan terms for SME
owners, maintain the quality of credit loans and avoid over-concentration of risks through
the credit guarantee fund, so as to ensure the soundness of credit business.

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

(2) Consumer finance:

A. Continue to promote consumer mortgage business and offer competitive mortgage projects
for the public to choose from, aiming to increase the volume of mortgage business and
further promote correlative businesses. As of the end of 2023, the overall mortgage balance
was NT$16,453,827 thousand.

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 2023: as of the end of December 2023, the balance

of specific money trust (fund business) asset was NT$10,411,109 thousand, and the balance of

other trust (including real estate trust and other money trust businesses) asset was

NT$35,528,124 thousand. The total trust assets were NT$45,939,233 thousand, and the total

trust fee income was NT$100,425 thousand.

(4) Investment Service Business:
A. Provide comprehensive services to meet customers' overall needs for investment and

wealth management as the core business objective.
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B. Prioritize the introduction of ESG-related financial products to support the concept of
sustainable business operations.

C. Expanding overseas bond products and protection-type insurance products to enhance the
concept of comprehensive personal or family wealth planning and risk diversification
management.

D. The wealth management service fee income in 2023 was NT$227,944 thousand.

Research and development expenses and results incurred over the last two years, and future research
and development plans

(1) Research and development expenses

Unit:NT$ thousand
Year 2023 2022
Amount 68,904 66,481

(2) Research and development results
A. Completed KING's Pay MGM.
Optimized the legal compliance integration platform.
HSM EOS Retirement Upgrade.
Completed the ATM Interface Upgrade.
Completed the project of online formation of warranty contract.
Optimize the review and approval system.

Completed the Online Repayment Project

IOMmMOO®

Implement BPM business process management system.

Completed the Foreign Exchange Preferential Deposit Monthly Interest Project.
Completed the Voucher form digitization project

Completed the Certified Public Accountant (CPA) letter project.

Implement ELK AP system.

Adjust the program's version control mechanism.

Enterprise Network Performance Tuning.

Optimize MAIL's immediate and validity review mechanism.

vTozzgr x«

Completed Securities Online Opening project.
Q. Completed the Jinghao Qian Shareholder Project.

(3) Future research and development plans and estimated research cost

Proiect in the most recent vear Further R&D expense Projected date for

) y (NTS$ thousand) completion
Wealth Management System Upgrade 0 June 2025
Fund System Upgrade 0 June 2025
Upgrade of the Joint Inquiry System 4,500 December 2024
Jinghao Qian Employee Project 0 January 2024
Cross-border Remittance MS .
Collaboration Project 0 April 2024
Cross-border Remittance PP
Collaboration Project 0 July 2024
Digital Multimedia Calling System 5.940 February 2024
Replacement
The 'statement provides transaction 0 March 2024
details
Text .and Al Intelligent Custo.mer 8.036 December 2024
Service System Implementation
Jinghao Qian Financing Project 0 February 2024
Review System Implementation 0 February 2025
Systematization of Bad Debt Handling 0 April 2024
Process
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Proiect in the most recent vear Further R&D expense Projected date for
) y (NT$ thousand) completion

Audit System Implementation 0 December 2024
Adjustment of numerical format in

Financial STAN document 200 December 2024
Seal System Upgrade 980 December 2024
Terminal Digital Signature Project 0 December 2024
Improvement qf E-commerce System 9,000 December 2024
Resource Efficiency

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.

(V1) Long-term and short-term business development plans

1. Short-term business development plan

(1) Continue to enhance digital financial development to meet the evolving customer needs and

()

consumption habits, including optimizing user interfaces, providing more diversified mobile
services, and strengthening information security measures.

Grasping interest rate trends, diversify funding sources and improve the stability of funding
sources in response to the rising interest rate environment, and dynamically adjust loan pricing
strategies based on market conditions, credit risks, and competition, in order to continue

improving overall performance of deposit spread.

2. Long-term business development plan

)

)

3)

(4)

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.

Support sustainable finance and promote financial inclusion, working with society to address
climate change issues and promote sustainable growth.

Continuously introduce digital systems and streamline operational processes, to reduce

operational risks, improve service efficiency, and provide customers with quality financial

services.

attract outstanding talent and promote innovative thinking.

Value the cultivation of talents at all levels, to embrace the challenges of the digital era, and to

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

report

()] Information on Employees

As of January 31,
Year 2022 2023 2024
Managerial positions 302 305 302
g;mﬁ)erezz Employees 692 690 670
PIOYEES ITotal 994 995 972
Average age 40.1 40.1 40.28
Average year of services 12.37 12.32 12.65
Education |Master degree and above 9.96% 10.15% 10.08%
Background |College, Institute and University 83.3% 83.14% 84.47%
Ratio Below senior high school 6.24% 6.73% 5.45%
Qua1¥ﬁ(j‘at10n exams for Securities 218 295 230
Specialists
Names of : - :
. Qualification exams for Senior
professional " - 94 96 97
. . |Securities Specialists
certifications ; ; -
Professional qualification exams for
held by o 3 3 3
Securities Investment Analysts
employees — ;
Securities Investment Advisory
64 66 65
Salesperson
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As of January 31,
Year 2022 2023 2004
Qualification exams for Futures
Trading Analysts 7 73 7
Proficiency Test for Trust Operations 716 719 710
Personnel
Proﬁc'lency Test for Financial 160 163 154
Planning Personnel
Proficiency Test for Bank Internal
Control and Audit 068 673 686
Basic Proficiency Test for
International Banking Personnel 104 107 100
BaSlC. Proficiency Test for Bank 237 241 225
Lending Personnel
Advanced Proficiency Test for Bank
. 7 7 6
Lending Personnel
Qualification exams for Personal 4 4 5
insurance agent
Qualification exams for Property 3 3 4
insurance agent
Qualification exams for Personal
. 3 3 3
insurance broker
Qualification exams for Property
. 3 3 3
insurance broker
Quahﬁcatlon exams for Personal 239 251 339
Insurance representative
Quahﬁcatlon exams for Property 221 28 25
1nsurance representative
Qualification exams for Investment-
orientated insurance product 507 508 495
representative
Qualification exams for Foreign
Currency Payment and Non- 540 544 523
Investment Commodity Test
Certified Financial Specialist for 23 23 1
Small and Medium Enterprises
Qualifications of structured product 126 128 117
sales personnel
Professional Exam for Anti-Money
Laundering and Countering 290 291 297
Terrorism Financing Specialist
Basic Competency Test for Risk D 12 19
Management
Basic Test on the FinTech 37 38 47
Knowledge
Basic Competency Test for
8 8 10
Corporate Governance
Chartered Financial Analyst (CFA) 5 5 5
Financial Risk Management Analyst ) ) 3
(FRM)
Advanced Financial Management 0 ) 1
Associate (AFMA)
Certified Anti-Money Laundering
L 4 4 4
Specialist
Lawyer 2 2 1
International Certified Internal
. 1 1 1
Auditor
Certified Information Systems
. 1 1 1
Auditor
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As of January 31,
Year 2022 2023 2004
ISO 27001 Lead Auditor 3 3 4
ISO 22301 Operations Continuity
1 1 2

Management
Certificate in Corporate 3 3 3
Sustainability Management
1SO14064-1:2018 internal auditor
and carbon management personnel 3 3 4
training
Sustainable Development Carbon

i 1 1 1
Management Associate
ISO50001:2018 energy management 3 3 4
system internal auditor training

(1

licenses specified by the competent authorities as follows:

The Bank's personnel related to the transparency of financial information have obtained the relevant

Relevant department

Relevant certifications specified by the competent authority

No. of person

personnel test (Taiwan Academy of Banking and Finance)

obtained
Bank Internal Controller and Internal Auditor Test (Taiwan 5
Academy of Banking and Finance)
Auditing Department |CIA International Internal Auditor 1
Certified Information Systems Auditor 1
Certified Anti-Money Laundering Specialist 1
Bank Internal Controller and Internal Auditor Test (Taiwan 13
Academy of Banking and Finance)
Administration Enterprise Internal Controller Competency Test (Securities and 5
Management Futures Institute)
Department Basic Competency Test for Corporate Governance 6
Certificate of Competence for Energy Manager Training
Sustainable Development Carbon Management Associate 1
Bank Internal Controller and Internal Auditor Test (Taiwan 0"
Treasury Department |Academy of Banking and Finance)
Chartered Financial Analyst (CFA) Level 3 2
Bank Internal Controller and Internal Auditor Test (Taiwan 16
Academy of Banking and Finance)
Risk Management |Basic Competency Test for Risk Management (Taiwan Academy ;
Department of Banking and Finance)
ISO 27001 Lead Auditor (SGS Academy)
ISO 22301 Operations Continuity Management
Bank Internal Controller and Internal Auditor Test (Taiwan 6
Compliance Academy of Banking and Finance)
Department Anti-Money Laundering and Counter-Terrorism Financing 6
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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 2023 education and training courses are as follows:

Total
Number of o
Courses number of | Total hours Total Cost ($)
classes
persons
Profession training 512 47,833 11,737
Training for new recruits 2 39 2,244
Compliance and Anti-Money Laundering Act
. 25 244 3,453
Compliance Course
Legal Compliance Course for Trustees 50 861 5,431
Information security education training 43 2,275 3,529
Financial Consumer Protection Act/Principles
. P 79 10,734 19,656 4,325,133
for Fair Treatment of Customers
Training on Communication Functions 2 70 354
Labor safety/health education training 31 225 2,941
Self-defense firefighting team training 2 66 264
ESG/Sustainable Development 119 15,889 17,785
Total 865 78,236 67,394

(IV)  Managers participating in continuing education and training related to corporate governance

In 2023, 43 managers participated in a total of 130 hours of classes in corporate governance.

Continuing
Title Name Training date Organizer Course name Education
Hours
Principle of Fair Treatment of Customers and Business 3
Taiwan Securities Integrity
2023.10.16 Association Trends in the Latest International Carbon Tariffs and
Hung-Liang Sustainable Business Strategies for the Securities and 3
President . Financial Industry
Chiang - —
Chinese Association
2023.09.26 of Business and Evaluation of "Fairness Opinion" and "Fair Price at the 4
Intangible Assets Time" under the New Enterprise Merger Law
Valuation
Trends in the Latest International Carbon Tariffs and
Sustainable Business Strategies for the Securities and 3
Senior Vice |Chih-Cheng 2023.10.16 Taiwan Securities Financial Industry
President Yu Association . . .
Principle of Fair Treatment of Customers and Business 3
Integrity
Taiwan Stock
2023.11.29 Exchange, Taipei | Carbon Market Takes Off: Summit on Sustainable Future 3
Exchange
Senior Vice O1-Wei You 2023.12.11 Taipei Financia Measurement and mznagement of the impact of sustainable )
President evelopment goals
2023.11.13 Research and Carbon risk in corporate supply chains and case studies )
Development introduction
Foundation . .
2023.10.30 Green and Sustainable Finance: Tools and Markets 2
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Continuing
Title Name Training date Organizer Course name Education
Hours
Principle of Fair Treatment of Customers and Business 3
Senior Vice | Hung-S Taiwan Securiti Integrity
enior Vice ung-Sun aiwan Securities
. & & 2023.10.16 . Trends in the Latest International Carbon Tariffs and
President Shen Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
Integrity
. . Ching-Ch Taiwan Securities . R .
Chief Auditor Pgai Y1 2023.10.16 Zssociat?on Trends in the Latest International Carbon Tariffs and
Sustainable Business Strategies for the Securities and 3
Financial Industry
Securiti d
2023.10.27 ecurties e'm Sustainable Development Practices Promotion Association 3
Futures Institute
Principle of Fair Treatment of Customers and Business 3
Tai S - Integrity
iwan riti
2023.10.16 a X:sociiictlilon s Trends in the Latest International Carbon Tariffs and
Sustainable Business Strategies for the Securities and 3
Financial Industry
2023.08.04 The Role of Direc'tors and Compliance Responses to 3
Challenges in Corporate Governance 3.0
How Lighthouse Factory Achieves Sustainable
2023.07.14 | Taiwan Corporate W ghthou 1y ACeves Sustaima 3
Corporate Development through Digital Transformation
Governamce | 12 YUl Governance Global Future Risks and Opportunities for Sustainabl
. re Ri n niti r in
Chen 2023.06.30 Association obal Titite SIsks and pporturilies for Stsiainable 3
Officer Transformation
2023.06.02 Exploring Business Litigati?n and Dispute Resolution 3
Practices
2023.05.23 Taiwan Stock "Promotional Meeting for Sustainable Development Action 3
o Exchange Plan or TWSE and TPEx Listed Companies"
Taiwan Corporate
2023.05.19 Governance Protection of Trade Secrets and Non-Competition 3
Association
The Instit f . . . .
e st ur-e © Board of Directors and Functional Committees (Audit,
2023.05.16 Internal Auditors- Compensation) Regulatory Analysis and Audit Focus 6
Chinese Taiwan P g v Y
. . Chien-K Securiti d . . . .
Vice President 1enRo 2023.10.27 ecumities a-m Sustainable Development Practices Promotion Association 3
Yang Futures Institute
Principle of Fair Treatment of Customers and Business 3
. . . Integrity
Hung-Pei Taiwan Securities - - -
Manager - 2023.10.16 .. Trends in the Latest International Carbon Tariffs and
Hsien Association . . . .
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
. . . Integrity
Shui-Sh: T: S t
Manager U 5023.10.16 anwan .e C1,m 1es Trends in the Latest International Carbon Tariffs and
Huang Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
. . . . Integrity
Shih-Chi Taiwan Securities
Manager 2023.10.16 . Trends in the Latest International Carbon Tariffs and
Chuang Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
. . Integrity
Taiwan Securities - - -
2023.10.16 . Trends in the Latest International Carbon Tariffs and
Association . . . .
. Sustainable Business Strategies for the Securities and 3
Yun-Chia . .
Manager Financial Industry
Peng o -
Taipei Financial
2023.12.04 Research and Detection and Preve.ntion. of Di.gita] Fraud and Digital 3
Development Financial Crimes
Foundation
Senior Wan-Hsin 2023.10.16 Taiwan Securities Principle of Fair Treatment of Customers and Business 3
Manager Liu e Association Integrity
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Continuing
Title Name Training date Organizer Course name Education
Hours
Trends in the Latest International Carbon Tariffs and
Sustainable Business Strategies for the Securities and 3
Financial Industry
. . . .. Trends in the Latest International Carbon Tariffs and
Senior Hui-Chen Taiwan Securities . . . ..
2023.10.16 .. Sustainable Business Strategies for the Securities and 3
Manager Yu Association . .
Financial Industry
20031222 Taipei Financial Financial Friendly Service Guidelines 2
Manager Po-Heng Research and Introduction to Natural Carbon Sink 2
Chen Development International Financial Reporting Standards (IFRS) No. S1
2023.12.18 Foundation and No. S2 2
Principle of Fair Treatment of Customers and Business 3
Chiu-Chi Taiwan Securiti Integrity
iu-Chin aiwan riti
Manager Y & 2023.10.16 .e C? s Trends in the Latest International Carbon Tariffs and
Kuo Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
. . . Integrity
Yu-Mei Taiwan Securities - - -
Manager 2023.10.16 .. Trends in the Latest International Carbon Tariffs and
Chen Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
Seni Li-Hsueh Tai S - Integrity
nior i- iwan riti
emo sue 2023.10.16 anva 'e Cl.l s Trends in the Latest International Carbon Tariffs and
Manager Hsu Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Yu-Chen Taiwan Securities Trends in the Latest International Carbon Tariffs and
Manager . 2023.10.16 . Sustainable Business Strategies for the Securities and 3
Lin Association . .
Financial Industry
. . Trends in the Latest International Carbon Tariffs and
. Taiwan Securities . . . ..
Manager |I-Sheng Liu| 2023.10.16 L. Sustainable Business Strategies for the Securities and 3
Association . .
Financial Industry
Chun-Mi Taiwan Securities Trends in the Latest International Carbon Tariffs and
un- W u
Manager 2023.10.16 . Sustainable Business Strategies for the Securities and 3
Wu Association . .
Financial Industry
Su-Chin Taiwan Securities Trends in the Latest International Carbon Tariffs and
Manager 2023.10.16 . Sustainable Business Strategies for the Securities and 3
Kuo Association . .
Financial Industry
Chao-Yan Taiwan Securities Trends in the Latest International Carbon Tariffs and
- W u
Manager & 2023.10.16 L. Sustainable Business Strategies for the Securities and 3
Wang Association . .
Financial Industry
. . . Trends in the Latest International Carbon Tariffs and
Hsiu-Yueh Taiwan Securities . . . ..
Manager 2023.10.16 . Sustainable Business Strategies for the Securities and 3
Cheng Association . .
Financial Industry
Principle of Fair Treatment of Customers and Business 3
. . Integrity
. Taiwan Securities ; ’ B
Manager Hui-JuLo | 2023.10.16 Association Trends in the Latest International Carbon Tariffs and
Sustainable Business Strategies for the Securities and 3
Financial Industry
Principle of Fair Treatment of Customers and Business 3
Mei-Hui Tai Securiti Integrity
ei-Hui aiwan Securities
Manager 2023.10.16 . Trends in the Latest International Carbon Tariffs and
Wu Association . . . ..
Sustainable Business Strategies for the Securities and 3
Financial Industry
Chin Taiwan Securities Trends in the Latest International Carbon Tariffs and
ing- W uriti
Manager & 2023.10.16 .. Sustainable Business Strategies for the Securities and 3
Chung Hsu Association . .
Financial Industry
Principle of Fair Treatment of Customers and Business 3
Jen-H Tai Securiti Integrity
en-Hua aiwan Securities
Manager 2023.10.16 . Trends in the Latest International Carbon Tariffs and
Yang Association . . . ..
Sustainable Business Strategies for the Securities and 3

Financial Industry
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M

Protection measures for employees' working environment and employees' personal safety

1.

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

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.

In 2023, we held two firefighting self-defense team exercises to enhance employees' general
knowledge of firefighting and disaster prevention. In addition, we conducted 31 labor safety training
sessions, with a total of 225 person-times, and 21 first-aid training sessions with a total of 950 person-

times, totaling 1,154 hours.

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 Sustainable Development and Nomination Committee, which is the

supervisory unit for ESG, 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 sustainable

development. King's Town Bank's implementation of sustainable development is reflected in five aspects:

0

(1

dn
(V)

M)

Strengthen corporate governance, implement compliance with laws and regulations, and optimize
risk control.

Emphasizing fair treatment of customers, developing digital finance, and enhancing customer
experience.

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

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

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

Corporate Governance Structure

Shareholders’

Meeting Sustainable Development and Nomination Sustainability Working

Committee Group

|

Board of Directors Audit Committee

Vice Chairman
(Convener)

|

Happy Workplace,

Management Team

Environmental
Sustainability, Customer
Service, Corporate
Governance, and Social
Prosperity

Remuneration Committee
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King's Town Bank Summary of 2023 Sustainable Development Initiatives

Customer care

1. Inrecent years, the Bank has been committed to improving digital customer engagement. In 2023, the overall
satisfaction of customer service in digital channels reached 94 points, an improvement of 0.6 points
compared to last year. A total of 20,060 valid questionnaires were collected.

2. To promote inclusive finance and financial friendliness, in 2023 we collaborated with the Taiwan Association
of Sign Language Interpreters (TASLI) to provide on-site sign language video translation services. We also
incorporated the needs of color-blind customers into the planning of ATM usage processes and interface
redesign. In addition, we enhanced and optimized "Web Accessibility" by adding dedicated sections for
"Youth" and "Elderly" demographics, where we share various common financial product knowledge and
anti-fraud tips tailored to each customer group.

3. To actively promote the concept of sustainable finance, we launched the "Sustainable Deposit Project" in
December 2023, which aims to connect with our customers to create a sustainable environment. In addition,
in line with our bank's policy of fair treatment of customers and financial friendliness, we have launched
exclusive insurance products for specific ethnic groups. A total of 55 insurance products were introduced in
2023, of which 4 met the ESG criteria.

4. King's Pay is a Western Union remittance channel jointly launched by the Bank and Western Union to
enhance the convenience of overseas remittance services for local people. In 2023, King's SPEED PAY
registered 10,530 people and made 61,626 remittances, a significant increase from the same period last year.

5. 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. A total of 1,616 valid questionnaires were
collected in the customer satisfaction survey conducted in October 2023, and the overall satisfaction reached
91.9%. 90.3% of the customers were satisfied with the digital services provided by King’s Town Bank. A
total of 41 complaints were received in 2023, all of which were completed with an average processing time
of 1.61 days.

|Environmental protection|

1. Received the Bronze Award in the Non-Manufacturing Category of the 5th National Enterprise
Environmental Protection Award in 2023
2. To promote environmental friendliness and support local revitalization, our Bank held a one-day
agricultural experience event in cooperationwith Tainan Xuejia Food Healthy Limited company. A total of]
50 managers participated in this event, demonstrating our commitment to corporate social responsibility.
3. The head office building has implemented the Bank introduced ISO 14001 and obtained third-party
certification.
4. The Bank received the "Outstanding Green Procurement Enterprise Award" from Tainan City for three
consecutive years, with a total green procurement amount of NT$11,394,326 in 2023.
5. Greenhouse gas emissions of 2,196 (metric tons of CO,e/year) in fiscal 2022 were 2.16%.% lower than the
base year of 2023.
6. The average amount of waste per person in the head office building is 39.45 kilograms, a decrease of 7.83%
compared to the baseline year of 2022.
7. In response to World Earth Day, we organized a used-goods exchange event where 172 items were
successfully exchanged in 2023, a 72% increase from 2022.
8. Since 2012, we have installed solar energy installations at the head office and Taibao branch and are planning
to build solar energy branches. At the end of 2023, King's Town Bank generated 40,478 kWh of green

electricity.
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King's Town Bank Summary of 2023 Sustainable Development Initiatives

|S0cial welfare and community participati0n|

1.

Utilizing the characteristic of localization, the Bank actively invests in social resources, focusing on three
main activities: academic education, caring for the underprivileged, and promoting humanities and arts. the
Bank aims to positively influence every corner of society and realize the vision of social prosperity. In 2023,
the total social investment amounted to NT$51.87 million, representing a year-on-year growth of 21.02%.
In 2023, the Bank organized and participated in 298 community care activities, with 2,102 volunteers, 3,654
volunteer hours, and 12,730 beneficiaries. 4 financial education seminars for children and university students
were held, bringing together its outstanding bank staff from to serve as lecturers, allowing students to gain a
better understanding of financial knowledge and business and benefiting 231 students.

In 2023, the Bank successfully stopped 134 frauds with a value of approximately NT$57.08 million, and the
Bank's meritorious officers have been repeatedly awarded by local police units.

"2023 Financial Services Charity Carnival - Kaohsiung" through practical actions, promotes social welfare.
A total of 17 volunteers from the head office and Kaohsiung branches participated. The interactive booths at
the event engaged around 300 people, and a donation of NT$100,000 was made to a social welfare
organization, aligning with the policy of inclusive finance and further enhancing interaction between our
bank and local communities.

The Bank has collaborated with 6 universities and colleges, including Chang Jung Christian University,
Southern Taiwan University of Science and Technology, Chaoyang University of Technology, Nanhua
University, Shih Chien University and National Kaohsiung University of Science and Technology,to offer
career development courses, workshops, and internship programs for students.

Since August 2020, the Bank has participated in the "Youth's Employment Ultimate Program" of the
Workplace Development Agency, with senior staff of the Bank serving as workplace training instructors to
provide a "learning-by-doing" pathway for fresh graduates, helping young people to gain practical and useful
professional skills for their future career development. As of December 31, 2023, a total of 177 people have

been recruited.

V.

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

2022 2023 Growth rate

Number of full time employees (person) 843 843 0%

Full-time employee average salary (Thousands) 831 892 7.34%

Full-time employee salary means (Thousands) 759 805 6.06%

V.
M

(m

Information equipment
Configuration and maintenance of major information systems
1. Taiwan Foreign Currency Core Host
(1) Hardware: Use IBM i Series P9 model 9009-41A host.
(2) Software: Use IBM 0S/400, DB2/400.
2. Open system Microsoft platform part
(1) Hardware:
* Open system severs: 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. Server host section: Establish FCB Financial Institution Configuration Standards.
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Network

(1)
()
3)

Bandwidth manager replacement and upgrade.
Endpoint management system enhancement.

Strengthen the information security monitoring system.

Emergency backup and security protection measures

1.

Emergency backup measures

1)

()

3)

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.

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

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.

Safety protection measures

(1)

()

3)

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.

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

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.

Information SecurityManagement

Digital technology innovation changes people's life style, especially financial technology (FinTech); web

application, mobile application, digital currency, block chain, mobile payment, API, biometrics...,

prompting huge changes in the financial industry and creating many new opportunities, however, they also

face many information security risk issues, such as: Cyber attacks, inadequate identification of users, money

laundering or fraud, and leakage of personal information...etc.

In order to properly respond to the risks and opportunities brought about by digital technology, Bank of

Nova Scotia has established a sound management structure and system, improved hardware and software,

and provided education and training to prevent beforehand and respond in the event. 2023 results are as

follows:

1.

Management Structure and System

(1)
)
3)

Obtained ISO 27001 international information security management standard
Information Security Committee will be held in 2023: 6 sessions
Annual report to the Board of Directors on the overall implementation of information security

in the previous year

Continuity of information system operation

(1)
()

Number of core accounting server crashes: 0 times.
Personal Internet Banking / Mobile Internet Banking / Corporate Internet Banking Usage Rate:
99.99%
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3.

Education, Training and Certification
(1) Held 2 internal information security advocacy sessions, 1 information security course evaluation,
with 100% advocacy rate, 2,895 participants, average test score: 98 points

(2) International Information Security Licensees: 5 persons.

()] Ares security risk management framework, ares security policy, specific management plan and resources

invested in ares security management.

1.

Information Security Risk Management Framework

The Bank's Information Office is the information security enforcement unit and the first line of
defense for information security internal control. In August 2015, the Board of Directors approved
the establishment of the Information Security Section of the Risk Management Department as a
special unit for information security, which is the second line of defense for information security
internal control and is responsible for planning, promoting, monitoring and managing the information
security management system (ISMS) in order to enhance information security management. The
Audit Department, an independent information security audit unit under the Board of Directors, plays
the role of the third line of defense for information security internal control and is responsible for
information security audits to ensure the implementation of management practices.

In order to improve the Bank's ISMS and comply with all changes in information security regulations
and government regulations, and to reduce the impact of risks arising from information security, the
Information Security Management Committee was established in November 2015 to review the
policies and regulations of the ISMS and the overall implementation of information security, and the
Information Security Section of the Risk Management Department, a dedicated unit for information
security, reports annually to the Chairman of the Board of Directors. The Information Security
Management Committee is responsible for reviewing the policies and regulations of ISMS and the
overall implementation of ISMS. The Committee has a convener, who is appointed by the President
or designated by the President, and members are appointed by or from the Risk Management
Department, Information Technology Office, Digital Service and Business Department, Legal
Compliance Department and the department head of the unit designated by the convener. 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:

(1) Propose the information security policy of the Bank.

(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) Annual review of the overall implementation of information security measures.

(7) Discussion of other information security issues.

To strengthen the information security management structure, the Bank has established the post of
Chief Information Security Officer on December 21, 2021 to oversee the promotion of information

security policies and resource allocation.
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|lnf0rmati0n Security Risk Management F rameworkl

Board of Directors

* Responsible for approving company-wide information security
policies

* Decide on major issues related to information security

* Approve the overall annual information security implementation

* Have information security background among the board members

Auditing Department

* Information Security Audit
Unit

* Annual report to the Board
of Directors on information
security implementation

President
* Oversee the overall implementation of information security

Information Security Management Committee

Chief Information Security * The convener is the General Manager, or a person designated by

Officer the General Manager

* The Executive Secretary is the head of the Risk Management
Department - Information Security Unit.

* Review the ISMS policies and regulations, and the overall
implementation of information security.

* Integrated information
security policy promotion
and resource mobilization

Risk Management Department - Information Technology Department
Information Security Section * Collect and provide information
Information Security Unit security related information
* Annual report on information security * Set up information security measures
implementation to the chairman of the and implement information security
board monitoring and other security
* Report the information security executive prevention matters.
overview to the Chairman annually

2. Information security policies
KTB has formulated the “Information Security Policy” in order to protect the confidentiality, integrity,
and availability of KTB’s information assets, to prevent risks including, inappropriate use, leakage,
alteration, and damage, and to ensure the safety of the collection, handling, transmission, storage,
and distribution of information. In addition, we formulate relevant procedures and instructions in
accordance with the "Information Security Policy" for all employees, outsourced service providers
and visitors to follow, and report on the implementation of relevant regulations at the Information
Security Management Committee.

3. Specific Management Solutions
the Bank has obtained the "Information Security Management System (ISMS) ISO/IEC 27001:2013"
certification in December 2022 (valid until 2025-10-31). We will continue to review and improve to
comply with the latest trends in information security-related laws, technologies, organizations, and
operations. In addition, in accordance with the requirements of the competent authorities, laws and
regulations, and the Bank's ISMS regulations, we will implement relevant control measures to build
and strengthen the full range of information security capabilities. The specific management plan is

as follows.
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1)

)

Information Security Protection and Inspection Analysis

* Establish the information security monitoring center platform for real-time information
monitoring and presentation of statistical data.

¢ Establish backup routes and “distributed denial-of-service (DDoS) attack monitor and traffic
cleaning protection” mechanism for Internet network of major businesses.

* Regular information security evaluations are conducted by external professional vendors,
including information architecture review, network activity testing, security settings review,
vulnerability scanning, penetration testing, compliance review, etc. In accordance with the
internal information security management regulations established by King's Town Bank, the
risky items in the evaluation report are regularly reviewed and improvement measures are
tracked in the Information Security Management Committee to ensure information security
is not compromised.

¢ Regularly update the information security hardware and software to effectively and instantly
detect and block network attacks.

* Join the Financial Information Sharing and Analysis Center (F-ISAC) to become a member
of the domestic information security joint defense system and establish a joint defense
mechanism to obtain financial security information in real time.

Information Security Emergency Response Exercise

In order to minimize the impact on business and resume operation in the shortest time in case

of major disasters occurring to the information service, KTB has formulated regulations

including, “Business Continuity Management Manual,” “Info-Communications Security

Incident Management Procedure Guide,” “ATM Info-Communications Security Emergency

Response Procedure,” “ Information Office Handling of Denial-of-Service Attack Guide,” and

>

“Open System Backup Exercise Plan,” etc. Also, KTB conducts annual drills to minimize
possible information security impacts through correct operation procedures. A total of 31
exercises have been conducted during the year, and a summary of the exercises is as follows,

which have been submitted to the Information Security Committee for review:

Personal Information Breach Exercise System host redundancy drill

ATM information security incident emergency |DDos attack emergency response procedure

response procedure drill drill

ATM Front-end Operating System Backup SWIFT Information Security Incident

Switching Drill Emergency Response Procedure Drill

Social Engineering Exercise SWIFT System Backup Drill

4, Investing in resources for information and communications security management

M

)
3)

Human resources: There are 99 employees in total, including a Chief Information Security
Officer, 4 employees in the second line of defense information security promotion unit, and 94
employees in the first line of defense information security implementation unit.

Cost: A total of NT$45,601 thousand has been invested in information security.

Education and training: the Bank's participation rate in information security testing and passing
rate is 100%, and 3,529 hours of internal and external information security-related courses are
completed, with 87% being internal training and 13% being external training courses. In
addition, the information security promotion unit conducts information security awareness

training twice a year for the whole company. The topics of the awareness training are planned
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according to the laws and regulations and current internal and external threat events, and the
topics are as follows:

A. Risky Internet Behavior

Social engineering (email) attacks

IoT Internet of Things

What is Information Security

The importance of information security education training

mmoow

Include a reminder to be cautious when sending emails containing personal information to
external recipients
G. Social Engineering Exercise Guidelines and Case Study Sharing

H. Notification Letter Regarding Information Security

(1)  List the losses, possible impacts and responses to major information and communications security incidents

suffered in 2023 and up to 2024, and if it is not reasonably estimable, state the fact that it is not reasonably

estimable: From 2023 the end of January, 2024, there were no significant information and communication

security incidents.

VIl. Labor-management relations

()] Employee benefits

1.

Company's welfare measures

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

(2) In addition 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.

(I1)  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.
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(1)

(v)

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
2023 and 2022, the amount of expenses recognized for defined contribution plan was NT$36,122
thousand and NT$34,722 thousand 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 2023 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 2023 and as of the end of January 2024, and the estimates expected currently

and for the future to be disclosed and their corresponding measures: None.
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VIIl. Important contracts
Nature of . Restriction
Counterparty Term of contract Major contents
contract clauses
Contract of |Leader International Asset 2023.10.27- N
one
mandate Management Service Co., Ltd. 2024.10.26
Contract of  [Jungshin Asset Management 2023.10.27- N
one
mandate Co., Ltd. 2024.10.26  |Outsourced collections for
Contract of |Asia Credit Management Co., 2023.10.27- |overdue accounts N
one
mandate Ltd. 2024.10.26
Contract of . ) . 2023.10.27-
United Credit Services None
mandate 2024.10.26
Printing and packaging of
Contractof | . , 2023.05.01- § aNC packaging
Taiwan APA Corporation comprehensive account None
mandate 2024.04.30
statements
Contract of 2024.01.01- |Printing and packaging of
Yuen Foong Paper Co., Ltd. . . None
mandate 2025.12.31 |withholding tax vouchers
The Guardian Of Your Cash transportation and ATM
Contract of ) 2023.08.01- .
Valuables Lee Bao Security cash replenishment and None
mandate 2026.07.31 .
Co., Ltd. troubleshooting
Contract of 2021.10.01- |Collection and delivery of bills
Chunghwa Express Co., Ltd. None
mandate 2024.09.30 |and documents

IX. 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 Date of being publicly )
o Type i Total issued
securities fund listed (on OTC)
) Real estate investment o
Millerful No. 1 REIT 2018.12.05 10.5817 billion

trust (REIT)

Real estate investment
Millerful No. 1 REIT trust (REIT) 2021.12.05 6 billion

Additional Recruitment
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Chapter 6  Financial Overview
l. Condensed balance sheets and income statements for the past five years

)] Condensed consolidated balance sheets

Unit:NT$ thousand

Year Financial information for the past five years
Item 2019 2020 2021 2022 2023
Cash and cash equivalents, due from the Central
14,711,349 16,524,929 17,556,571 20,314,250 29,786,621
Bank and call loans to other banks
Financial assets at fair value through profit and
) 34,979,793 45,032,063 39,942,021 37,246,775 43,326,946
0ss
Financial assets at fair value through other
L 50,891,550 48,819,322 46,552,136 42,854,431 39,930,790
comprehensive income
Investments in debt instruments measured at
. 17,698,135 18,897,382 18,199,019 17,598,455 19,397,863
amortized costs
Bonds and securities purchased under
150,022 200,248 - - -
agreements to resell
Receivables - net 4,907,384 5,933,698 8,598,238 11,863,381 12,979,400
Discounts and advances - net 155,350,678 184,901,230 206,356,935 242,334 911 230,086,122
Other financial assets - net 4,396 363 776 42 369
Real estate and equipment - net 2,713,818 3,376,707 3,643,607 4,623,593 4,973,435
Right-of-use assets 215,683 217,504 329,537 328,716 310,546
Investment property - net - 115,036 140,964 265,602 991,524
Deferred tax assets 145,188 185,987 170,475 446,615 438,546
Other assets - net 974,912 1,253,470 1,659,001 2,110,025 2,125,897
Total assets 282,742,908 325,457,939 343,149,280 379,986,796 384,348,059
Central Bank and inter-bank deposits 14,533,849 21,117,468 18,451,547 24,092,259 13,308,286
Loans from the Central Bank and other banks 4,395,330 4,597,650 4,767,450 5,049,000 5,399,000
Financial liabilities at fair value through profit
6,002 13,062 14,692 35,203 35,936
and loss
Securities sold under Repurchase Agreements 28,218,020 21,990,934 12,129,935 15,827,129 7,098,943
Payables 1,252,826 1,601,260 2,519,489 2,526,626 3,487,260
Current tax liabilities 78,459 573,272 610,911 774,596 551,676
Deposits and remittances 191,798,662 226,932,674 251,036,564 283,510,034 297,684,898
Other financial liabilities 500,000 890,000 3,534,057 4,628,693 5,535,065
Liability reserve 383,414 394,957 357,754 268,501 268,912
Lease liability 217,256 219,898 333,056 333,935 317,098
Deferred tax liabilities 135,832 299,314 188,861 52,560 54,940
Other liabilities 291,249 244,360 323,936 471,524 491,479
o Before distribution 241,811,399 278,874,849 294,268,252 337,570,060 334,233,493
Total liabilities — .
After distribution 243,488,750 280,893,071 296,622,844 338,792,418 Note 2
Profit and/or loss attributable to the owners of
40,931,509 46,581,457 48,881,028 42,416,736 50,114,566
parent company
Eeuit Before distribution 11,312,343 11,212,343 11,212,343 11,112,343 11,112,343
auty After distribution 11,312,343 11,212,343 11,212,343 11,112,343 Note 2
Capital reserve 56,095 55,622 77,735 55,192 55,192
. ) Before distribution 25,553,798 29,159,013 32,991,696 32,715,328 37,676,980
Retained earnings .
After distribution 23,876,447 27,140,791 30,637,104 31,492,970 Note 2
Other equity 4,107,695 6,252,901 4,599,254 (1,466,127) 1,270,051
Treasury Stock (98,422) (98,422) - - -
Non-controlling interest - 1,633 - - -
Total equit Before distribution 40,931,509 46,583,090 48,881,028 42,416,736 50,114,566
otal equi
auity After distribution 39,254,158 44,564,868 46,526,436 41,194,378 Note 2

Note 1: Financial information from 2019 to 2023 has been verified by CPAs.
Note 2:  The dividend payment for 2023 has not been approved by the shareholders' general meeting.

110



Chapter 6 Financial Overview

(I1)  Condensed individual balance sheet

Unit:NT$ thousand
Year Financial information for the past five years
ltem 2019 2020 2021 2022 2023
Cash and cash equivalents, due from the Central
14,667,749 16,362,037 17,361,656 20,244,004 29,338,501
Bank and call loans to other banks
Financial assets at fair value through profit or 34,733,596 44,721,848 39,422,088 36,707,318 42,511,519
Financial assets at fair value through other
o 50,810,145 48,717,089 46,442,931 42,292,760 39,377,870
comprehensive income
Investments in debt instruments measured at
] 17,698,135 18,897,382 18,199,019 17,598,455 19,397,863
amortized costs
Bonds and securities purchased under
150,022 200,248 - - -
agreements to resell
Receivables - net 1,270,450 891,330 850,565 1,269,696 1,133,020
Discounts and advances - net 155,350,678 184,901,230 206,356,935 242,334 911 230,086,122
Investments accounted for using equity method
. 699,890 1,167,990 2,429,721 2,673,570 3,223,125
-ne
Other financial assets - net 4,396 363 776 42 369
Real estate and equipment - net 2,706,831 3,373,133 3,639,520 4,614,394 4,950,842
Right-of-use assets 215,683 217,504 329,537 290,400 280,835
Deferred tax assets 142,041 180,966 158,494 410,995 399,247
Other assets - net 956,932 1,204,398 1,579,941 1,963,820 2,012,721
Total assets 279,406,548 320,835,518 336,771,183 370,400,365 372,712,034
Central Bank and inter-bank deposits 14,533,849 21,117,468 18,451,547 24,092,259 13,308,286
Loans from the Central Bank and other banks 1,655,830 907,650 567,450 - -
Financial liabilities at fair value through profit
6,002 13,062 14,692 35,203 35,936
and loss
Securities sold under Repurchase Agreements 28,218,020 21,990,934 12,129,935 15,827,129 7,098,943
Payables 1,223,956 1,432,333 2,290,680 2,221,563 3,013,082
Current tax liabilities 71,953 566,736 598,742 730,764 531,106
Deposits and remittances 191,812,314 227,147,197 252,815,445 284,191,511 297,825,619
Other financial liabilities - - - - -
Liability reserve 383,414 394,957 357,754 268,501 268,912
Lease liability 217,256 219,898 333,056 295,487 287,140
Deferred tax liabilities 135,832 299,314 188,861 52,560 54,940
Other liabilities 216,613 164,512 141,993 268,652 173,504
Before distribution 238,475,039 274,254,061 287,890,155 327,983,629 322,597,468
Total liabilities
After distribution 240,152,390 276,272,283 290,244,747 329,205,987 Note 2
Profit and/or loss attributable to the owners of
40,931,509 46,581,457 48,881,028 42,416,736 50,114,566
parent company
Eoui Before distribution 11,312,343 11,212,343 11,212,343 11,112,343 11,112,343
ui
iy After distribution 11,312,343 11,212,343 11,212,343 11,112,343 Note 2
Capital reserve 56,095 55,622 77,735 55,192 55,192
. ) Before distribution 25,553,798 29,159,013 32,991,696 32,715,328 37,676,980
Retained earnings
After distribution 23,876,447 27,140,791 30,637,104 31,492,970 Note 2
Other equity 4,107,695 6,252,901 4,599,254 (1,466,127) 1,270,051
Treasury Stock (98,422) (98,422) - - -
Non-controlling interest - - - - -
Before distribution 40,931,509 46,581,457 48,881,028 42,416,736 50,114,566
Total equity
After distribution 39,254,158 44,563,235 46,526,436 41,194,378 Note 2

Note 1: Financial information from 2019 to 2023 has been verified by CPAs.
Note 2:  The dividend payment for 2023 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 2019 2020 2021 2022 2023
Interest revenue 6,833,454 6,513,084 6,464,907 8,224,689 10,567,323
Less: Interest expense (2,078,065) (1,267,131) (871,680) (2.211,428) (4,831,680)
Net interest income 4,755,389 5,045,953 5,593,227 6,013,261 5,735,643
Net Revenue Other than Interest 3,737,595 3,660,967 4,668,731 (660,891) 436,373
Net revenue 8,492,984 8,906,920 10,261,958 5,352,370 9,972,016
Bad debt itment and

ac debt expenses, commutment an (2,655,404) (744,664) (1,732,076) (216,683) (83.837)
guarantee liability provisions
Operating expenses (1,933,699) (1,899,734) (2,024,864) (2,191,456) (2,529,174)
Net i fore tax fr

et income before tax from 3,903,881 6,262,522 6,505,018 2,944,231 7,359,005
continuing operating units
Income tax (expense) profit (504,194) (771,551) (874,715) (733,809) (1,151,904)
Net income from continuing 3,399,687 5,490,971 5,630,303 2,210,422 6,207,101
operations
Profit or loss from discontinued
operations
Net fit t 1 for th t

et profit (net loss) for the curren 3,399,687 5,490,971 5,630,303 2,210,422 6,207,101
period

th hensive i ft.
Other comprehensive income (after 4,469,693 2,113,257 (1,433,045) (5,969,611) 2,713,087
tax) for the current period
Total hensive i fi.

otal comprehensive income (after 7,869,380 7,604,228 4,197,258 (3,759,189) 8,920,188
tax) for the current period
Net profit atributable to the owners 3,399,687 5,490,966 5,630,303 2,210,422 6,207,101
of parent company
Net profit attributable to non- 5
controlling interest )
Total hensive i

Ot COMPTERENSIVE MEome 7,869,380 7,604,223 4,197,258 (3,759,189) 8,920,188
attributable to parent company
Comprehensive income attributable 5
to non-controlling equity
Earnings per share (NT$) 2.99 4.90 5.02 1.98 5.59
Note:  Financial information from 2019 to 2023 has been verified by CPAs.

(IV) Condensed individual income statement

Unit:NT$ thousand

Year Financial information for the past five years
Item 2019 2020 2021 2022 2023
Interest revenue 6,649,901 6,233,702 6,120,160 7,668,647 9,873,545
Less: Interest expense (2,046,344) (1,217,287) (821,747) (2,111,836) (4,662,841)
Net interest income 4,603,557 5,016,415 5,298,413 5,556,811 5,210,704
Net Revenue Other than Interest 3,676,700 3,692,430 4,666,752 (556,690) 4,386,868
Net revenue 8,280,257 8,708,845 9,965,165 5,000,121 9,597,572
Bad debt expenses, commitment and
. . (2,553,305) (636,327) (1,594,999) (71,756) (8,733)
guarantee liability provisions
Operating expenses (1,881,401) (1,841,317) (1,905,269) (2,058,496) (2,336,725)
Net income before tax from continuing
. . 3,845,551 6,231,201 6,464,897 2,869,869 7,252,114
operating units
Income tax (expense) profit (445,864) (740,235) (834,594) (659,447) (1,045,013)
Net income from continuing operations 3,399,687 5,490,966 5,630,303 2,210,422 6,207,101
Profit or loss from discontinued operations - - - - -
Net profit after tax for the current period 3,399,687 5,490,966 5,630,303 2,210,422 6,207,101
Other comprehensive income (after tax)
. 4,469,693 2,113,257 (1,433,045) (5,969,611) 2,713,087
for the current period
Total comprehensive income (after tax) for
. 7,869,380 7,604,223 4,197,258 (3,759,189) 8,920,188
the current period
Earnings per share (NT$) 2.99 4.90 5.02 1.98 5.59

Note: Financial information from 2019 to 2023 has been verified by CPAs.
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(V) Name of CPAs and audit opinions

Year
2019 2020 2021 2022 2023
Item
Shih-Chieh Huang, Shih-Chieh Huang, Shih-Chieh Huang, Cheng-Tao Chang, Kuo-Sen Hung,
CPAs
Cheng-Tao Chang Cheng-Tao Chang Cheng-Tao Chang Kuo-Sen Hung Sheng-An Hsieh

Audit opinion

Unqualified opinion . L. . . . .. . ..
Unqualified opinion | Unqualified opinion | Unqualified opinion | Unqualified opinion

(emphasis on items or
(Other Items) (Other Items) (Other Items) (Other Items)

other matters)

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

()] Financial Analysis - Consolidated

Year Financial analysis for the past five years
Descriptions 2019 2020 2021 2022 2023
Loan-to-deposit ratio (%) 82.18 82.78 83.47 86.74 78.51
Non-performing loans ratio (%) 0.01 0.01 0.02 0.02 0.02
Int.erest expense to average deposits balances 111 0.62 037 083 1.66
ratio (%)
; Interest income to average credit loan
Ozgfittl;g balances ratio (%) 4.46 3.86 3.26 3.65 435
Total asset turnover (times) 0.03 0.03 0.03 0.01 0.03
Average operation revenue per employee
(NTS thousand) 8,501 8,819 9,905 4,866 9,276
Average profit per employee (NT$ thousand) 3,403 5,437 5,435 2,009 5,774
Return on Tier I Capital (%) 11.24 16.16 14.81 6.66 15.99
Return on assets (%) 1.21 1.81 1.68 0.61 1.62
Profitability |Return on equity (%) 8.93 12.55 11.80 4.84 13.42
Net profit rate (%) 40.03 61.65 54.87 41.30 62.25
Earnings per share (NT$) 2.99 4.90 5.02 1.98 5.59
Financial |Liabilities to total assets ratio (%) 85.48 85.63 85.70 88.80 86.92
structure |Ratio of real estate and equipment to equity (%) 6.63 7.25 7.45 10.90 9.92
Growth rate Asset growth rate (%) 0.59 15.11 5.44 10.74 1.15
Profit growth rate (%) 9.25 60.42 3.87 (54.74) 149.95
Cash flow ratio (%) 3.01) 22.46 32.37 2.44 66.91
Cash flow adequacy ratio (%) 137.28 118.55 214.93 191.89 334.72
Cash flow -
Cash flow for operating to cash flow from 377.62 1,052.44 4,479.70 100.27 1,749.24
investing ratio (%)
Liquidity reserve ratio (%) 25.26 21.97 22.94 19.45 23.95
Total credit loan balances for Stakeholders (NT$ thousand) 198,132 244,286 247,028 214,062 165,159
Total credit extension bglance of the stakeholder as a 013 013 012 0.09 0.07
percentage of total credit balance (%)
Asset market asset (%) 0.48 0.51 0.51 0.53 0.51
Operation |Market share of net worth (%) 0.95 1.04 1.06 0.91 0.96
scale Market share of deposits (%) 0.50 0.54 0.55 0.58 0.58
Market share of loans (%) 0.54 0.61 0.63 0.68 0.61
1. The ratio of interest expense to the average annual deposit balance increased compared to the previous period, due to the
impact of interest rate hikes, resulting in an increase in the ratio of interest expense to the average annual deposit balance
compared to the previous period.
2. The turnover rate of total assets, average employee earnings, profit amount, profit ability, and profit growth rate have all
increased compared to the previous period. This is mainly due to the recovery of financial asset prices, increased gains
Reasons for from disposal,increased valuation benefits, and reduced losses from impairment of financial assets, resulting in an
changes in increase in net income and after-tax net profit for this period.
financial ~|3. The asset growth rate decreased compared to the previous period, mainly due to the decrease in the scale of loans, real
ratios for estate and equipment, and accounts receivable compared to the previous period.

the past two |4.
years

The cash flow ratio increased compared to the previous period as a result of the increase in pre-tax profit and deposits,
which led to an increase in cash provided by operating activities compared to the previous period. The decrease in
interbank borrowings and repurchase agreements contributed to the reduction in liabilities.

The cash flow adequacy ratio increased compared to the previous period, due to an increase in net cash inflow from
operating activities in the current period.

The cash flow adequacy ratio increased compared to the previous period, due to the increase in the net cash inflow from
operating activities in the current period compared to the previous period over the past five years.

Note:  Financial information from 2019 to 2023 has been verified by CPAs.
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(1

Individual financial analysis

Year Financial analysis for the past five years
. 2019 2020 2021 2022 2023
Descriptions
Loan-to-deposit ratio (%) 82.18 82.70 82.88 86.53 78.47
Non-performing loans ratio (%) 0.01 0.01 0.02 0.02 0.02
Interest expense to average deposits
. 1.10 0.60 0.34 0.79 1.60
balances ratio (%)
Interest income to average credit loan
. . . 434 3.70 3.08 3.40 4.07
Operating ability |balances ratio (%)
Total asset turnover (times) 0.03 0.03 0.03 0.01 0.03
Average operation revenue per
8,493 9,072 10,263 4,995 9,844
employee (NTS$ thousand)
A fit 1 NT
verage profit per employee (NTS 3.487 5,720 5,798 2,208 6,366
thousand)
Return on Tier I Capital (%) 11.20 16.27 15.02 6.59 15.76
Return on assets (%) 1.22 1.83 1.71 0.63 1.67
Profitability  |Return on equity (%) 8.93 12.55 11.80 4.84 13.42
Net profit rate (%) 41.06 63.05 56.50 44.21 64.67
Earnings per share (NT$) 2.99 4.90 5.02 1.98 5.59
Liabilities to total assets ratio (%) 85.31 85.42 85.43 88.51 86.51
Financial structure{Ratio of real estate and equipment to
. 6.61 7.24 7.45 10.88 9.88
equity (%)
Asset growth rate (%) 0.13 14.83 4.97 9.99 0.62
Growth rate
Profit growth rate (%) 9.73 62.04 3.75 (55.61) 152.70
Cash flow ratio (%) 0.41 25.01 40.78 4.68 80.76
Cash flow adequacy ratio (%) 143.04 131.17 240.68 224.53 388.73
Cash flow -
Cash flow for operating to cash flow
. . . 132.46 1,070.03 1,005.20 196.91 4,844.08
from investing ratio (%)
Liquidity reserve ratio (%) 25.26 21.97 22.94 19.45 23.95
Total credit loan balances for Stakeholders (NT$
198,132 244286 247,028 214,062 165,159
thousand)
Total credit extension balance of the stakeholder as a
. 0.13 0.13 0.12 0.09 0.07
percentage of total credit balance (%)
Asset market asset (%) 0.47 0.50 0.50 0.51 0.49
. Market share of net worth (%) 0.95 1.04 1.06 0.91 0.96
Operation scale -
Market share of deposits (%) 0.50 0.54 0.55 0.58 0.58
Market share of loans (%) 0.54 0.61 0.63 0.68 0.61

Reasons for
changes in
financial ratios
for the past two

years

1.

The ratio of interest expense to the average annual deposit balance increased compared to the previous period, due to
the impact of interest rate hikes, resulting in an increase in the ratio of interest expense to the average annual deposit
balance compared to the previous period.

The turnover rate of total assets, average employee earnings, profit amount, profit ability, and profit growth rate have
all increased compared to the previous period. This is mainly due to the recovery of financial asset prices, increased
gains from disposal,increased valuation benefits, and reduced losses from impairment of financial assets, resulting in an
increase in net income and after-tax net profit for this period.

The asset growth rate decreased compared to the previous period, mainly due to the decrease in the scale of loans, real
estate and equipment, and accounts receivable compared to the previous period.

The cash flow ratio increased compared to the previous period as a result of the increase in pre-tax profit and deposits,
which led to an increase in cash provided by operating activities compared to the previous period. The decrease in
interbank borrowings and repurchase agreements contributed to the reduction in liabilities.

The cash flow adequacy ratio increased compared to the previous period, due to an increase in net cash inflow from
operating activities in the current period.

The cash flow adequacy ratio increased compared to the previous period, due to the increase in the net cash inflow from
operating activities in the current period compared to the previous period over the past five years.

Note: Financial information from 2019 to 2023 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:

1.

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 I Capital = Profit or loss before tax / Average total amount of Tier I 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 + 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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(1) Consolidated capital adequacy
Unit:NT$ thousand. %
Year Capital adequacy for the past five years
Descriptions 2019 2020 2021 2022 2023
Common stock equity 35,718,515 41,798,281 46,068,265 42,301,965 49,720,670
Self- Oth'er Tier 1 capital other than common stock 0 0 0 0 0
owned |equity
capital |Tier II Capital 1,160,997 5,099,791 4,484,950 3,713,615 3,719,496
Self-owned capital 36,879,512 46,898,072 50,553,215 46,015,580 53,440,166
Standardized approach 203,419,934| 235,788,899 257,536,524| 292,957,404| 283,379,463
Credit risk |Internal ratings-based approach 0 0 0 0 0
Asset securitization 0 0 0 0 0
. Basic indicator approach 14,518,830 15,364,635 16,450,703 15,593,389 16,853,389
Risk- . -
. Operational|Standard method/Alternative
weighted . . 0 0 0 0 0
assels risk standardized approach
Advanced measurement method 0 0 0 0 0
. . |Standardized approach 27,297,382 37,874,809 30,160,509 18,938,873 22,060,586
Market risk
Internal models approach 0 0 0 0 0
Total risk-weighted assets 245236,146| 289,028,343 304,147,736]  327,489,666| 322,293,438
Capital adequacy ratio 15.04% 16.23% 16.62% 14.05% 16.58%
Tier 1 capital to risk-based assets ratio 14.56% 14.46% 15.15% 12.92% 15.43%
Ratio of common equity to risk-based assets 14.56% 14.46% 15.15% 12.92% 15.43%
Leverage ratio 11.81% 12.27% 12.91% 10.72% 12.55%
Please explain the reasons for the changes in the capital adequacy ratio in the past two years (analysis can be exempted if the changes do not
exceed 20%): The capital adequacy ratio has not changed by more than 20% in the past two years, so no analysis is required.

Note:  The above financial information for the past five years has been audited and verified by CPAs.
(IV) Individual capital adequacy
Unit:NT$ thousand. %
Year Capital adequacy for the past five years
Descriptions 2019 2020 2021 2022 2023
Common stock equity 35,406,623 41,214,286 44,853,404 42,302,701 49,720,670
Self-  |Other Tier 1 capital other than common stock
. 0 0 0 0 0
owned |equity
capital |Tier II Capital 849,105 4,448,388 3,167,981 3,648,652 3,643,275
Self-owned capital 36,255,728 45,662,674 48,021,385 45,951,353 53,363,945
Standardized approach 199,737,743 230,396,305 249,367,841 287,786,905| 277,281,747
Credit risk |Internal ratings-based approach 0 0 0 0 0
Asset securitization 0 0 0 0 0
Risk- Basic indicator approach 14,230,138 15,006,874 16,007,478 15,056,024 16,211,618
. Operational |Standard method/Alternative
weighted . . 0 0 0 0 0
assets risk standardized approach
Advanced measurement method 0 0 0 0 0
. . |Standardized approach 26,804,987 37,254,379 29,120,643 17,859,960 20,429,731
Market risk
Internal models approach 0 0 0 0 0
Total risk-weighted assets 240,772,868 282,657,558 294,495,962 320,702,889 313,923,096
Capital adequacy ratio 15.06% 16.15% 16.31% 14.33% 17.00%
Tier 1 capital to risk-based assets ratio 14.71% 14.58% 15.23% 13.19% 15.84%
Ratio of common equity to risk-based assets 14.71% 14.58% 15.23% 13.19% 15.84%
Leverage ratio 11.85% 12.28% 12.84% 10.99% 12.93%

Please explain the reasons for the changes in the capital adequacy ratio in the past two years (analysis can be exempted if the changes do not
exceed 20%): The capital adequacy ratio has not changed by more than 20% in the past two years, so no analysis is required.

Note:

1. The above financial information for the past five years has been audited and verified by CPAs.
2. The calculation of own capital, weighted risk assets, and total exposure in the self-sufficiency table in items (3) and (4) should be
based on the regulations of the 'Bank Capital Adequacy and Capital Level Management Measures' and the "Explanation and Formulas
for the Calculation of Bank's Own Capital and Risk Assets" 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 I Capital other than common stock + Tier 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)  The ratio of Tier I 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 I capital / Total exposure
4. The leverage ratio has been disclosed since 2015.
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I1l.  Audit committee review report of the 2023 financial reports
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IV. 2023 Financial Statements
Please refer to Appendix I on page 137 of the annual report for the independent auditor's report, financial
reports and notes for the year 2023.

V. the Bank’s parent company only financial statements verified by independent auditor for 2023
Please refer to Appendix II on page 292 of the annual report for the individual financial reports verified by
independent auditor for 2023.

VI. Financial difficulties and their impact on the financial status of the company and its affiliates: None.
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Chapter 7 Review and Analysis of Financial Condition and Results and Risk Management Matter

Chapter 7 Review and Analysis of Financial Condition and Results and Risk
Management Matter
l. Financial status
Unit:NT$ thousand; %
Year Variation

Item A AL Amount %

Cash and cash equivalents, due from the Central Bank 20314250 29,786,621 9472371 46.63%
and call loans to other banks

Financial assets at fair value through profit and loss 37,246,775 43,326,946 6,080,171 16.32%
financial assets at fair value through other comprehensive 42,854,431 39,930,790 (2.923,641) (6.82%)
income

ir;\;fsstments in debt instruments measured at amortized 17.598.455 19.397.863 1,799,408 10.22%
Receivables - net 11,863,381 12,979,400 1,116,019 9.41%
Discounts and advances - net 242,334,911 230,086,122 (12,248,789) (5.05%)
Other financial assets - net 42 369 327 778.57%
Real estate and equipment - net 4,623,593 4,973,435 349,842 7.57%
Right-of-use assets 328,716 310,546 (18,170) (5.53%)
Investment property - net 265,602 991,524 725,922 273.31%
Deferred tax assets 446,615 438,546 (8,069) (1.81%)
Other assets - net 2,110,025 2,125,897 15,872 0.75%
Total assets 379,986,796 384,348,059 4,361,263 1.15%
Central Bank and inter-bank deposits 24,092,259 13,308,286 (10,783,973) (44.76%)
Loans from the Central Bank and other banks 5,049,000 5,399,000 350,000 6.93%
Financial liabilities at fair value through profit and loss 35,203 35,936 733 2.08%
Securities sold under Repurchase Agreements 15,827,129 7,098,943 (8,728,186) (55.15%)
Payables 2,526,626 3,487,260 960,634 38.02%
Current tax liabilities 774,596 551,676 (222,920) (28.78%)
Deposits and remittances 283,510,034 297,684,898 14,174,864 5.00%
Other financial liabilities 4,628,693 5,535,065 906,372 19.58%
Liability reserve 268,501 268,912 411 0.15%
Lease liability 333,935 317,098 (16,837) (5.04%)
Deferred tax liabilities 52,560 54,940 2,380 4.53%
Other liabilities 471,524 491,479 19,955 4.23%
Total liabilities 337,570,060 334,233,493 (3,336,567) (0.99%)
Equity 11,112,343 11,112,343 0 0%
Capital reserve 55,192 55,192 0 0%
Retained earnings 32,715,328 37,676,980 4,961,652 15.17%
Other equity (1,466,127) 1,270,051 2,736,178 186.63%
Profit and/or loss attributable to the owners of parent 42,416,736 50.114.566 7,697,830 18.15%
company
Non-controlling interest - - - -
Total shareholders' equity 42,416,736 50,114,566 7,697,830 18.15%

Description of Differences:

1. The increase of Cash and cash equivalents due from the Central Bank and call loans to other banks, due to the increase in the amount

borrowed from other banks during the current period.

2. The increase in other financial assets, net is due to the increase in the balance of short-term loans in the current period compared to the

previous period.

3. The increase in investment property, net was due to the acquisition of additional investment property by subsidiaries due to its operational

needs.

4. The decrease in deposits from the Central Bank and banks was due to the decrease in the amount of interbank borrowings in the current

period.

5. The decrease in securities sold under agreements to repurchase was due to decrease in commitments for domestic bonds and overseas bonds

with repurchase agreements.

6. The increase in accounts payable is due to an increase in the current period's payable investment delivery amount and outstanding exchange

bill balance compared to the previous period.

7. The decrease in current income tax liability is due to an increase in the amount of provisional corporate income tax paid in the current
period compared to the previous period, in accordance with the law.
8. The increase in other equity interest is due to the upward revaluation of debt instruments measured at fair value through other

comprehensive income (loss).
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1. Financial performance

Unit:NT$ thousand; %

Year Increase (Decrease)
2022 2023 -

Item Amount Ratio
Net interest income 6,013,261 5,735,643 (277,618) (4.62%)
Net Revenue Other than Interest (660,891) 4,236,373 4,897,264 741.01%
Bad debt expenses, commitment and guarantee

L .. (216,683) (83,837) (132,846) (61.31%)
liability provisions
Operating expenses (2,191,456) (2,529,174) 337,718 15.41%
Net income before tax from continuing

. . 2,944,231 7,359,005 4,414,774 149.95%

operating units
Net income from continuing operations 2,210,422 6,207,101 3,996,679 180.81%
Profit or loss from discontinued operations - - - -
Net profit (net loss) for the current period 2,210,422 6,207,101 3,996,679 180.81%

Analysis of variance:

in the current period compared to the previous period.

1. The increase in net income excluding interest, the increase in pre-tax net profit and net profit for the period are mainly due to the recovery
in the prices of financial assets during the current period, resulting in gains on disposal, increased valuation gains, and reduced impairment
losses on financial assets, resulting in increases in both net income and net profit after tax for the period.

2. The decrease in bad debt expenses and provision for guarantee liabilities is mainly due to an increase in the amount of bad debts recovered

I11.  Cash flow
()] Analysis on liquidity for the past two years
Year .
0 December 31, 2022 December 31, 2023 Variation (%)
em
Cash flow ratio (%) 2.44 66.91 2,640.42
Cash flow adequacy ratio (%) 191.89 334.72 74.44
Cash flow for operating to cash
100.27 1,749.24 1,644.59

flow from investing ratio (%)

Analysis of variance in increase/ decrease:

in the current period.

agreements contributed to the reduction in liabilities.

1. The cash flow ratio increased compared to the previous period as a result of the increase in pre-tax profit and deposits, which led to an

increase in cash provided by operating activities compared to the previous period. The decrease in interbank borrowings and repurchase

2. The cash flow adequacy ratio increased compared to the previous period, due to the increase in the net cash inflow from operating
activities in the current period compared to the previous period over the past five years.

3. The cash flow adequacy ratio increased compared to the previous period, due to an increase in net cash inflow from operating activities

(1

Cash flow analysis for the next year

Unit:NT$ thousand

Cash balance

Expected net annual

Remedial measures for cash

amount at the cash flow from Expected annual cash Amount of cash surplus inadequacy
beginning of the operating activities flow (3) (deficit) (1) + (2) + (3) Investment Financing
year (1) &) plans plans
20,630,267 2,729,297 (4,143,357) 19,216,207 - -
IV. Impact of major capital expenditures on financial operations in 2023

M
(1

Expected gains: None
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V.

M

(1

i

(V)

VL.
0

2023 Re-investment policy, main reasons for profits or losses, improvement plans and investment
plans for the next year

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.

Main reasons for profits or losses of re-investment

The main source of profit in 2023 for reinvestment includes cash dividends distributed by the reinvestment
companies and feedback from operating performance. If there are appropriate investment opportunities or
investment in response to government policies in the future, we will conduct a thorough assessment before
taking action in compliance with relevant regulations.

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.
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 a thorough assessment before taking action in compliance with relevant regulations.
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

President Risk Management Department

Executive Vice President/

Senior Vice President

Information Security Management Committee

All departments at headquarters

All departments 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
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)

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 Bank, 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 Chairman on the implementation status annually, and the Auditing Department shall report

the audit result to the Board of Directors. 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 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.

mmoow»

Annual review of the overall implementation of information security measures.

G. Discussion of other information security issues.

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
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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.

3. 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.

(1) Qualitative and quantitative information about the various risks

1. Credit risk management system and accrued capital:

Credit risk management system

2023

Item

Contents

l. Credit risk strategies,
goals, policies and
procedures

P

Credit risk strategy

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

Credit risk goals

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

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 non-
performing 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.

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 Review 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.

1. Credit risk

management

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.
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Item Contents
organization and 2. Risk Management Committee is responsible for implementing decisions on credit risk management
framework approved by the board, reviewing credit risk regulations, coordinating credit risk management tasks and

supervising the effectiveness of risk management implementation.

3. Credit Assessment 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. 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.

IIl. Scope and features of | The Bank has established the Credit Risk Management Standards based on the overall risk management
credit risk reporting  |policy. Risk exposure is categorized to assess various risk-weighted assets and disclose them in risk control
and measurement reports to be submitted to the board on a quarterly basis. The content and scope are shown as follows:
system 1. Control of limits to counterparties (a same natural person, a same legal person, a same related party, a

same associate company, a same related company within a corporate group and a same industry)

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.  Creditrisk avoidance [1. ~ When conducting credit risk businesses, assess the probability of default and the loss amount of the

or mitigation polices, event or transaction and adopt countermeasures, such as risk avoidance - high probability of default and
and monitoring the large amount of loss, risk reduction or transfer - low probability of default and large amount of loss, risk
continued control - high probability of default and small amount of loss and risk retention - low probability of
effectiveness of risk default and small amount of loss. Set limit to a same natural person, a same legal person, a same related
avoidance and party, a same associate company, a same related company within a corporate group and a same industry
mitigation tools in order to avoid excessive risk concentration. Add credit limit criteria, request for collaterals and

guarantor or transfer to credit guarantee funds to reinforce the Bank's claims.

2. Evaluate the fair value of collaterals and conduct on-site inspection of collaterals regularly or
irregularly. Conduct credit check and re-evaluation of collaterals based on the current status of credit
recipients. Assess the extent of guarantee provided by clients who receive credit and the legality of
guarantors to ensure the effectiveness of credit protection. Regularly maintain and develop the credit
risk management system based on the status of business and credit retention to ensure continuous and
effective operation.

V. Approaches adopted
for statutory capital |Standardized approach

charges

Note: This form is applicable to banks which adopt the standardized approach.
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Risk exposure amount and accrued capital after risk mitigation under the credit risk standardized approach

December 31, 2023
Unit:NT$ thousand

Risk exposure amount after risk )
Type of exposure o Accrued capital
mitigation
Sovereigns 39,925,869 0
Non-central government public sectors 0 0
Banks (including multilateral development banks
13,710,160 250,738
and qualifying central counterparties)
Corporations (including securities and insurance
) 126,506,331 8,795,091
companies)
Retail claims 7,332,188 232,452
Property risk exposure 155,069,648 11,394,990
Equity securities investments 7,450,056 982,779
Equity securities investments of funds and venture 0 0
capital firms
Other assets 8,777,269 525,478
Total 358,771,520 22,181,528
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

2023

Item

Contents

1. Securitization
management strategies

and procedures

[Trading Book]:
1.

[Banking Book]:

In order to implement risk management, we conduct investment decisions and process management
based on the Bank's relevant measures on marketable securities when investing in securitized
products (such as REITs) on the trading book.

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.

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.

1. Securitization
management
organization and

framework

[Trading Book]:
1.

[Banking Book]:

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.

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.

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.

IIl. 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.
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Item Contents
[Banking Book]:

We have not invested in asset 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
policies, and have not established policies related to securitization hedging and risk reduction. We shall first
monitoring the establish the relevant 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
effectiveness of risk standards: risk avoidance - high probability of default and large amount of loss, risk reduction or
avoidance and transfer - low probability of default and large amount of loss, risk control - high probability of default
mitigation tools and small amount of loss and risk 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, 2023

Unit:NT$ thousand
Type of risk exposure Traditional Combination Total
. Risk exposure
Risk exposure amount >
amount ok g
- s | & | &
5] o) > Q o
2 | 3 Z |2 | g |8
! g |z |& |2
Type of = = % @ 8 =
7~ 2 IS 2 Accrued e | e g || &
asset & a a = X & % =) @
3 o | 2 | & | capital (2) S |2 | 2 |8
g 5 by = Keeporbuy (3) | & 2 S e
I <t = = ~ Il o
g |2 |§ |2 2L |5 |8
Bank's role < = g ~ D PG = =
5 | 8 |2 |8
s |2 e g
g B
Type of book
Banking Book - 0 0 0 0 0 0 0 0 0 0
Non-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 - of o o o 0 of o o o o
Note:
1. The "Asset Category" column is broken down by the type of assets securitized (such as credit cards, net worth mortgage loans, auto

loans) or the type of securities invested in (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.

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

Operational risk management system
2023

Item

Contents

Operational risk
management
strategies and
processes

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.

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

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.

Risk Management Committeeis responsible for implementing decisions on operational risk management
approved by the board, reviewing operational 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, and 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 operational risk for the entire bank.

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 policyl|
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.

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.

for statutory capital
charges

IV.  Operational risk
hedging or risk . . Lo o .

. g g .. When the Bank conducts business related to operational risk, it evaluates the probability and severity of losses
mitigation policies, . . . . . . .
and monitorine the that may arise from the event or transaction and adopts risk avoidance, risk offset or transfer, risk control, risk
continued € commitment and other countermeasures (e.g., outsourcing operations, taking out employees' integrity

inu . L . . .
effectiveness of risk insurance...etc.). We also regularly maintain and develop the operational risk management system in
Vi i . . . . .
. accordance with our business and risk exposures to ensure the system continues to operate effectively.
hedging and
mitigation tools
V. Approaches adopted

Basic indicator approach.
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Accrued capital for operational risks
December 31, 2023

Unit:NT$ thousand
Year Gross operating profit Accrued capital
2021 8,360,918
2022 6,714,414 1,296,929
2023 10,863,257
Total 25,938,589

4. Market risk management system and accrued capital

Market risk management system

2023

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 Committeeis 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. 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.
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Item

Contents

Ill.  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); (¢) 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 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, and
effective strategies and
processes for controlling
risk hedging and

mitigation tools

Establish limits and stop-loss measures in the operating standards and procedures for the Bank's various
investment in compliance with the authority's standards on investment limits to monitor market risk.
When dealing with market risk-related businesses, we adopt countermeasures in the categories of risk
avoidance, risk reduction or transfer, risk control and risk retention. We grasp our overall exposure
position and risk measurement results based on the circumstances of businesses and risk retention we

face to ensure continued effectiveness.

V. Approaches adopted for

statutory capital charges

Standardized approach
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Accrued capital for market risks
December 31, 2023

Unit:NT$ thousand
Type of risk Accrued capital
Interest rate risk 1,160,108
Equity securities risk 403,812
Foreign exchange risk 70,459
Commodity risk 0
Total 1,634,379

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.

NTD maturity date structure analysis table
December 31, 2023
Unit:NT$ thousand

Remaining balance to maturity
31t0 90 days | 91 to 180 days

Total

0 to 10 days 11 to 30 days 181 days to 1 year|More than 1 year|

Primary inflow
upon maturity

329,831,850 65,334,808 21,409,440 19,627,355 26,909,213 55,737,478 140,813,556

Primary
outflow upon
maturity

369,130,793 15,657,964 19,884,284 40,461,576 57,131,634 67,256,939 168,738,396

Period gap

-39,298,943 49,676,844 1,525,156 -20,834,221 -30,222,421 -11,519,461 -27,924,840

Note:

This table refers to the amount of NTD of the whole Bank.
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USD maturity date structure analysis table
December 31, 2023

Unit: US$ thousand

Total

Remaining balance to maturity

1 to 30 days

31 to 90 days

91 to 180 days

181 days to 1 year

More than 1 year

Inward
remittance of
due fund

1,464,650

134,312

6,378

10,470

17,802

1,295,688

Outward
remittance of
due fund

1,448,023

689,665

309,791

96,045

271,057

81,465

Period gap

16,627

-555,353

-303,413

-85,575

-253,255

1,214,223

Note:

(1)

(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

In response to Taiwan's commitment to net-zero emissions by 2050, the National Development Council has
announced the "Taiwan's Pathway to Net-Zero Emissions in 2050," and the FSC has been actively
cooperating with the national carbon reduction policy and continued to promote the "Green Finance Action
Plan 3.0" to guide financial institutions in using their management and financial influence, so as to
encourage companies to pay attention to sustainability issues. The implementation of this policy will
encourage the society to increase capital expenditure and investment in related areas. the Bank is committed
to the government's net-zero emissions pledge and will contribute to the transition to a low-carbon economy
through the following four aspects: (I) Leveraging financial resources and investment decision-making
power to guide companies toward sustainable development. (II) Strengthen the disclosure of information
to help stakeholders understand and manage climate-related risks and response methods. (III) Increase
climate resilience and identify ESG-related risks and opportunities. (IV) Support national carbon reduction
policies and effectively promote carbon reduction transformation.

Impact of technological (including information security risks) and industry changes on the Banking and
financial businesses and the corresponding measures

The development of digital finance has become a major development project for financial institutions.
Under this trend, financial industry players have realized the potential of using financial technology to
enhance customer experience, provide more personalized services, thereby improving customer retention,
and develop innovative service offerings, thereby creating new sources of revenue. As a result, investment
in related areas has been increasing year by year. However, the implementation of financial technology
requires a significant investment in both software and hardware resources. For small and medium-sized
banks, the key issues and challenges include how to prudently evaluate the costs and benefits, provide
differentiated services, and ensure the security of information. In view of this structural change, we have
established a dedicated unit in 2015 to closely monitor the development of relevant technologies and
industries, and have been gradually rolling out various digital financial services. In terms of information
security, we also established an information security unit in 2015, and the ISO 27001 certification was
obtained by the end of 2022 to ensure the management and control of information security in conjunction
with our three lines of internal control.

In recent years, the rise of artificial intelligence (Al) technology has gradually affected various aspects of
the financial industry. To help financial institutions take advantage of Al technology and effectively manage
risks, ensure fairness, protect consumer rights, maintain system security and achieve sustainable
development, the Financial Supervisory Commission (FSC) has issued the "Core Principles and Relevant
Promotion Policies or the Use of Artificial Intelligence (Al) in Financial Industry". This publication reveals

the 6 core principles and 8 supporting policies for the application of Al in our country's financial industry.
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In order to grasp this Al financial trend, our bank has previously invited Al digital experts to give special
lectures, providing a clear and concise explanation for all bank executives to understand the scope of Al
application in the financial field. In the future, our bank will continue to closely monitor the development
trends of Al in finance to enhance our digital financial competitiveness.

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 Responses to Expansion of Business Locations There were no plans
to expand business locations in fiscal year 2023.

Risks and Measures for Concentrated Business: the Bank complies with the Banking Act of the Republic
of China and relevant laws and regulations in the promotion and control of various business activities and
investments.

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 or non-litigation event: None,

Other important risks and the countermeasures: None

Crisis management and response mechanisms

In order to improve our crisis management standards and contingency measures, we have established the
"Crisis Response Operations Measures," "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 convener and the event holder 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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Special Notes

l. Information regarding the Bank's affiliates

0
1.

100%

Consolidated operating report for affiliates

Organizational chart of affiliates (Base date: 2024.01.31)

King's Town Bank Co., Ltd.
Capital: 11,112,343 thousand

Chapter 8 Special Notes

100%

King’s Town International Leasing Co., Ltd.
Capital: 1,597,872 thousand

King's Town Securities Co., Ltd.

Capital: 900,000 thousand

100%
l King's Town Bank International Construction Company
Capital: 10,000 thousand
2. Profiles of the affiliates
Unit:NT$ thousand
. Date of Paid-i .. .
Name of enterprise a. € Address a . i Principal business
establishment capital
King’s T International 8F., No. 167, Dunhua N. Rd., S h .
fg's Town nternationa 2015.01.22 |~ o 107 Puua » SOngshan 1,597,872| Finance lease
Leasing Co., Ltd. Dist., Taipei City
. . 3F, No. 289, Sec. 3, Nanjing E. Rd,, o .
King's Town Securities Co., Ltd. | 1990.11.22 ° . ¢ . .anJ.lng 900,000{Securities business
Songshan Dist., Taipei City
King's Tox.:vn Bank International 2016.12.07 SE., No. .1 67, Punhua N. Rd., Songshan 10,000 Real estate
Construction Company Dist., Taipei City manager
3. Information on directors, supervisors and general managers of affiliates
Base date: 2024.01.31
Shareholdings
Name of . . -
enterorise Title Company name or representative No. of shares | Shareholding
b (shares) ratio (%)
King’s Town | Chairman |Representative of King's Town Bank Co., Ltd.: Hung-Li Lin
International | Director |Representative of King's Town Bank Co., Ltd.: Chen-Chih Tai
. . . . . . .| 159,787,196 100%
Leasing Co., | Director [Representative of King's Town Bank Co., Ltd.: Chiung-Ting Tsai
Ltd. Supervisor |Representative of King's Town Bank Co., Ltd.: Yu-Hsuan Chen
Chairman |Representative of King's Town Bank Co., Ltd.: Jung-Chi Li
Kine's T, Director |Representative of King's Town Bank Co., Ltd.: Qi-Wei You
ing's Town
g. . Director |Representative of King's Town Bank Co., Ltd.: Shu-Chen Tsai
Securities Co., . . . . 90,000,000 100%
Lid Director |Representative of King's Town Bank Co., Ltd.: Yun-Chia Peng
’ Director |Representative of King's Town Bank Co., Ltd.: Po-Heng Chen
Supervisor |Representative of King's Town Bank Co., Ltd.: Hung-Sung Shen
Chairman |Representative of King’s Town Bank International Leasing Co.,
. Ltd.: Ming-Hui Chen
King's Town . . o . .
Bank Director |Representative of King’s Town Bank International Leasing Co.,
. Ltd.: Chen-Chih Tai
International | . en-mm el . . 1,000,000 100%
. Director |Representative of King’s Town Bank International Leasing Co.,
Construction . . )
C Ltd.: Chiung-Ting Tsai
ompan . - . . .
pany Supervisor |Representative of King’s Town Bank International Leasing Co.,
Ltd.: Yu-Hsuan Chen
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4. Operation overview of affiliates
Base date: 2023.12.31
Unit:NT$ thousand
. . . Earnings per
Name .Of Capital | Total assets | .. T(.)t.a 1 Net value Operating | Operating | Current period share(after tax)
enterprise liabilities revenue profit | profit(after tax) ®)
King’s Town
International 1) 5o 00| 13514983 11,327233| 2187750  5114804| 491548 540,682 338
Leasing Co.,
Ltd.
King's Town
Securities Co., 900,000 1,506,103 470,728 1,035,375 127,182 3,105 27,623 0.30
Ltd.
King's Town
International 10,000 32,304 5178| 27,126 26,867 15,022 12,389 1239
Construction
Company*

Note:  The Company's profit and loss have been reflected in King's Town Bank International Leasing Company.
(1) Consolidate financial statements of associate companies: Same as parent and subsidiary consolidated
statements. Please refer to page 146 to 150 of the annual report.
(1) Relationship statement: Please refer to page 138 of the annual report.
1. Private placement of securities and bank debentures: None.
I11.  Subsidiaries holding or disposing of the company's stock: None.
IV.  Other supplementary notes
2023 important chronological event:
Date Events
To practice ESG and implement friendly finance, the Bank has introduced the "Form Free
Service" for counter account transactions and account opening services.

02/06

To assist businesses in promoting energy conservation and carbon reduction, and fulfill our
02/21 social responsibility by providing the necessary funding and promoting our bank's green credit
business, we have launched the "Power Up Green Jing" credit project at King's Town Bank.

To provide high-quality customers with real estate assets with the opportunity to utilize their

04/17 funds and promote our mortgage business, we have launched the "Jing Hao Huo" housing
loan program.
04/27 Establish the Fair & Friendly Customer Service promotion task force.
04/28 The TWSE announced the rank of 2022 Annual Corporate Governance Evaluation and the
Company was ranked in the top 5%, which was the sixth consecutive time.
In order to align with the "Trust 2.0" initiative and enhance branch understanding of trust
07/05 products and their effective use in assisting customers with asset protection, thereby
increasing deposits, we are introducing the "Jing Anxin" Wealth Preservation Trust.
07/24 Obtained the ISO 14001 Environmental Management System Certification.
07/26 Launch online reservation services for "Mortgage Reservation Application," "Mortgage
Increase Reservation Application," and "Reservation Application Modification,"
Organize the "e-Qi Lehuo Investment Sports Fun" event to address issues related to fraud
10/20 prevention, physical and financial well-being, and the digital divide among the elderly
population, and fulfill the principles of fair customer treatment and provide financial-friendly
services to promote sustainable business development.
The 16th 11th Board of Directors meeting held on October 30, 2023 announced the
10/30 establishment of the Customer service & Operations Department, along with the revision of

the Digital Service and Channel Management Department and Human Resources Department.
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Date Events
The Organizational Regulations also added the responsibilities of the Corporate Governance
Officer.
12/01 Received the Bronze Award in the Non-Manufacturing Category of the 5th National
Enterprise Environmental Protection Award.
11/02 Obtained theISO 45001 Occupational health and safety management system Certification.
11/30 Awarded the 2023 Golden Safety Award for Outstanding Organization and Outstanding
Personnel.
To connect with customers and create a sustainable environment, we have launched the
12/04 Sustainable Deposit Project, which utilizes funds in accordance with the Green Fund

Utilization Plan or the Social Fund Utilization Plan, to implement the core concept of]
sustainable finance.

Events with material impact in accordance with subparagraph 2, paragraph 3, article 36 of the

securities and exchange act:None.
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Chapter 9 Head office and branches of the Bank

Head office and branches of the Bank

Name

Address

Telephone

Tainan District

Head Office

No. 506, Section 1, Ximen Road, West Central District, Tainan City

(06)213-9171

Trust Department

8F., No. 506, Section 1, Ximen Road, West Central District, Tainan
City

(06)213-9922

International Banking
Department

9F., No. 506, Section 1, Ximen Road, West Central District, Tainan
City

(06)215-5238

Overseas Banking
Branch

9F., No. 506, Section 1, Ximen Road, West Central District, Tainan
City

(06)215-5238

Business Department
at the head office

1F., No. 506, Section 1, Ximen Road, West Central District, Tainan
City

(06)214-1271

Tainan Branch

1, 2F., No. 69, Sec. 2, Zhongyi Rd., West Central Dist., Tainan City

(06)228-3155

Eastern Tainan
Branch

1, 2F., No. 98, Sec. 2, Linsen Rd., East Dist., Tainan City

(06)238-5506

Zhonghua Branch

1F., No. 106, Renhe Rd., East Dist., Tainan City and 1, 2F No. 106-1

(06)260-3171

Xinxing Branch

No. 357, 359, Xinxing Rd., South Dist., Tainan City

(06)265-8511

Fucheng Branch

1, 2F., No. 15, Sec. 4, Ximen Rd., North Dist., Tainan City 886-6

(06)283-3046

Yunong Branch

1, 2F., No. 619-2, Yunong Rd., East Dist., Tainan City

(06)235-0588

Kaiyuan Branch

No. 208, Kaiyuan Rd., North Dist., Tainan City

(06)234-7302

Anhe Branch

1, 2F., No. 241, Sec. 2, Anhe Rd., Annan Dist., Tainan City

(06)355-9311

Annan Branch

No. 366,368, Sec. 1, Haidian Rd., Annan Dist., Tainan City

(06)259-8153

Yen Hang branch

No. 54, Zhongzheng N. Rd., Yongkang Dist., Tainan City

(06)254-1839

Yongkang Branch

No. 27, Sec. 2, Yongda Rd., Yongkang Dist., Tainan City

(06)272-9621

Guiren Branch

No. 29, Sec. 2, Zhongshan Rd., Guiren Dist., Tainan City

(06)239-6185

Xinhua Branch

No. 586, Zhongshan Rd., Xinhua Dist., Tainan City

(06)598-7103

Yujing Branch

1,2 F., No. 130, Zhongshan Rd., Yujing Dist., Tainan City

(06)574-7673

Rende Branch

1, 2F., No. 365, Zhongshan Rd., Rende Dist., Tainan City

(06)270-8056

Guanmiao Branch

1F., No. 17, Wenheng Rd., Guanmiao Dist., Tainan City

(06)596-1550

Madou Branch

1-3F., No. 83, Zhongshan Rd., Madou Dist., Tainan City

(06)572-1117

Jiali Branch

1, 2F., No. 203, Wenhua Rd., Jiali Dist., Tainan City

(06)722-3152

Xigang Branch

No. 344, Zhongshan Rd., Xigang Dist., Tainan City

(06)795-1949

Xuejia Branch

No. 111, Jisheng Rd., Xuejia Dist., Tainan City

(06)783-1417

Xinying Branch

1F., No. 148, Zhongshan Rd., Xinying Dist., Tainan City

(06)632-4161

Baihe Branch

No. 7, Guoguang Rd., Baihe Dist., Tainan City

(06)685-2085

Liujia Branch

No. 491, Zhongzheng Rd., Liujia Dist., Tainan City

(06)698-7813

Yanshui Branch

No. 15, Zhongzheng Rd., Yanshui Dist., Tainan City

(06)652-1677

Shanhua Branch

No. 452, Zhongshan Rd., Shanhua Dist., Tainan City

(06)581-5658

Xinshi Branch

No. 139, Zhongxing St., Xinshi Dist., Tainan City

(06)599-5631

Greater Taipei region

Songshan Branch

8F., No. 167, Dunhua N. Rd., Songshan Dist., Taipei City

(02)8712-6369

Taipei Branch

2F., No. 75, Sec. 4, Ren’ai Rd., Da’an Dist., Taipei City

(02)2771-0922

Neihu Branch

1F., No. 394, Ruiguang Rd., Neihu Dist., Taipei City

(02)2799-4599

Zhongxiao Branch

1, 2F., No. 29, Ln. 743, Sec. 5, Zhongxiao E. Rd., Xinyi Dist., Taipei
City

(02)8785-2525
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Name

Address

Telephone

Banchiao Branch

B1, 1F., No. 3, Sec. 1, Zhongshan Rd., Bangiao Dist., New Taipei City

(02)8951-5758

Shuanghe Branch

1F., No. 878, Zhongzheng Rd., Zhonghe Dist., New Taipei City

(02)8221-7871

Xinzhuang Branch

1F., No. 146, Tougian Rd., Xinzhuang Dist., New Taipei City

(02)2994-1213

Luzhou Branch

1F., No. 232, Jixian Rd., Luzhou Dist., New Taipei City

(02)2288-4988

Xindian Branch

9F., No. 190, Zhongzheng Rd., Xindian Dist., New Taipei City

(02)8911-9298

Taoyuan and Hsinchu

Taoyuan Branch

1~3 F., No. 106~108, Zhonghua Rd., Taoyuan Dist., Taoyuan City

(03)347-2469

Jhongli Branch

1F., No. 175, Puyi Rd., Zhongli Dist., Taoyuan City

(03)462-8989

Nankang Branch

No. 117, Sec. 1, Xinnan Rd., Luzhu Dist., Taoyuan City

(03)352-1616

Hsinchu Branch

1F, 2F-1, 2F-2, No. 180, Zhongzheng Rd., North Dist., Hsinchu City

(03)528-0526

Eastern Hsinchu
branch

No. 227, 229, 231, Guanxin Rd., East Dist., Hsinchu City

(03)563-9998

Taichung and Changhu

a

Taichung Branch

1F., No. 200, Zhongming Rd., North Dist., Taichung City

(04)2329-3511

Wenxin Branch

1, 2F., No. 320, Sec. 1, Wenxin Rd., Nantun Dist., Taichung City

(04)2328-8007

Dali Branch 1, 2F., No. 408, Daming Rd., Dali Dist., Taichung City (04)2406-8829
Changhua Branch B1-5F., No. 134, 136, Huashan Rd., Changhua City, Changhua (04)728-8998
County
Yunlin region

Dounan Branch

No. 258, Section Il, Yanping Rd., Dounan Township, Yunlin County

(05)597-3181

Huwei Branch

1F., No. 133, Gong’an Rd., Huwei Township, Yunlin County

(05)632-3301

Lunbei Branch

No. 375, Zhongshan Rd., Lunbei Township, Yunlin County

(05)696-6821

Douliu Branch

1-2F., No. 128, Minsheng Rd., Douliu City, Yunlin County

(05)532-1561

Xiluo Branch

No. 166, Fuxing Rd., Xiluo Township, Yunlin County

(05)586-9541

Beigang Branch

No. 61, Minzhu Rd., Beigang Township, Yunlin County

(05)783-6181

Chiayi region

Chiayi Branch

No. 175, Linsen W. Rd., West Dist., Chiayi City

(05)224-2135

Xingye Branch

1F., No. 784, Xinmin Rd., West Dist., Chiayi City

(05)285-2171

Meishan Branch

No. 126, Zhongshan Rd., Meishan Township, Chiayi County

(05)262-2131

Zhugi Branch

No. 221-1, Zhongshan Rd., Zhugi Township, Chiayi County

(05)261-1941

Zhongpu Branch

No. 867, Sec. 5, Zhongshan Rd., Zhongpu Township, Chiayi County

(05)239-0011

Shuishang Branch

No. 317, Zhongxing Rd., Shuishang Township, Chiayi County

(05)268-9681

Taibao Branch

No. 166-17, Sec. 2, Beigang Rd., Taibao City, Chiayi County

(05)238-1518

Puzi Branch

No. 43, Shantong Rd., Puzi City, Chiayi County

(05)379-5181

Minghsiung Branch

No. 6, Minsheng Rd., Minxiong Township, Chiayi County

(05)226-2372

Dalin Branch

1,2F., No. 291, Xianghe Rd., Dalin Township, Chiayi County

(05)265-1541

Kaohsiung region

Zhongzheng Branch

1, 2F., No. 176, Qixian 1st Rd., Xinxing Dist., Kaohsiung City

(07)235-2929

Kaohsiung Branch

No. 110, Yucheng Rd., Sanmin Dist., Kaohsiung City

(07)345-7171

Northern Kaohsiung
branch

1,2F., No. 150, Bo’ai 2nd Rd., Zuoying Dist., Kaohsiung City

(07)550-7708

Gangshan Branch

No. 176, Zhongshan N. Rd., Gangshan Dist., Kaohsiung City

(07)624-1766

Nanzi Branch

1F., No. 67, Yiqun Rd., Nanzi Dist., Kaohsiung City

(07)362-6969
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Appendix [

King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Financial Statements and Independent Auditor’s Report

January 1 to December 31, 2023 and 2022

Address: No. 506, Section 1, Ximen Road, West Central District, Tainan City
Tel: +886-6-213-9171

Notice to Readers

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. The figures are not yet audited by CPA.
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 version independent auditors’
report and consolidated financial statements shall prevail.
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Statement of Declaration

For the year ended December 31, 2023, 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.
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. Therefore, 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 26, 2024
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Independent Auditors' Report
To King’s Town Bank Co., Ltd.
Audit opinion

We have audited the accompanying consolidated balance sheets of King’s Town Bank Co.,
Ltd. and its subsidiaries as of December 31, 2023 and 2022, 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, 2023 and 2022.

In our opinion, based on our audit results and the audit reports of other CPAs (please refer to
the section titled “Other Matters™), the financial statements referred to above present fairly,
in all material aspects, the consolidated financial position of King's Town Bank Co., Ltd. and
its subsidiaries as of December 31, 2023 and 2022 and the results of their 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 parent company only financial statements 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 section on responsibilities of auditors for the audit of
the consolidated financial statements. We are independent of King's Town Bank Co., Ltd. and
its subsidiaries in accordance with the Code of Professional 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. Based on our audit results and the audit reports of other CPAs, we

139



believe 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 matters that, in our professional judgment, were of most
significant in our audit of the consolidated financial statements of King’s Town Bank Co.,
Ltd. and its subsidiaries for 2023. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole and, in forming our opinion thereon, we do

not provide a separate opinion on these matters.

Financial instrument evaluation

King’s Town Bank Co., Ltd. and its subsidiaries invest in different types of financial assets.
As of December 31, 2023, the total financial assets measured at fair value were
NTD83,257,736 thousand, accounting for about 22% of total assets. Of these, for the
investments classified as Level II in the fair value hierarchy, including the derivative financial
instruments of bonds and FX swap contracts, there was a book value of NTD43,353,890
thousand, accounting for 52% of the financial assets measured at fair value. Since the Level
IT investment evaluation is based on an internal evaluation model, the key input values are the
yield rate and exchange rate, both of which have a significant impact on the estimation of fair

value. Therefore, we consider this 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.
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Appropriated allowance for bad debt from loans

As of December 31, 2023, the book value of the loans of King’s Town Bank Co., Ltd. and its
subsidiaries was NTD230,086,122 thousand, accounting for about 60% of the total assets,
which is significant to the financial statements and is 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 also consider these 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. and its subsidiaries.

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, our opinions regarding to the amounts listed in such

subsidiary financial reports from the consolidated financial statements mentioned above are
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based on the audit report from other CPAs. The assets of the aforementioned subsidiaries as
of December 31, 2023 and 2022 were NT$1,409,111 thousand and NT$743,416 thousand,
accounting for 0.37% and 0.20% of the total consolidated assets respectively; the net income
for the fiscal year 2023 and 2022 were NT$139,070 thousand and NT$43,608 thousand,

accounting for 1.39% and 0.81% of the net consolidated income respectively.

Responsibilities of Management and Those in Charge of Governance with Regard to
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", the "Regulations Governing the Preparation of Financial
Reports by Securities Issuers" and IFRS, IAS, 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 material 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 to continue 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 overseeing 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 an audit conducted in accordance with the generally
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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.

As part of an audit in accordance with the generally accepted auditing standards in the
Republic of China, we exercise professional judgment and 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 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.

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 on the appropriateness of the use of the going concern basis of accounting
by the management and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
ability of King's Town Bank Co., Ltd. and its subsidiaries 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
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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 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).

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 consolidated financial statements of King’s Town Bank Co., Ltd. and its
subsidiaries for 2023. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure of 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.
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Others

King's Town Bank Co., Ltd. has prepared 2023 and 2022 parent company only financial
reports, and the audit report issued by us along with an unqualified opinion and accompanying

notes 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-Shen-Zi No. 1100352201
Jin-Guan-Cheng-Shen-Zi No. 1050043324

Kuo Sen-Hung
CPA
Sheng An-Hsieh

February 26, 2024
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King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Balance Sheets
December 31, 2023 and 2022

Unit: NTD thousand

Assets December 31, 2023 December 31, 2022

Code Account Item Note Amount % Amount %
10000 | Assets
11000 Cash and cash equivalents IV/VI.1 $4,171,981 1 $5,107,881 1
11500 Due from the Central Bank and call loans to other banks IV/VI1.2/VIII 25,614,640 7 15,206,369 4
12000 Financial assets measured at FVTPL IV/VI1.3/VIII 43,326,946 11 37,246,775 10
12100 Financial assets measured at FVOCI IV/V1.4, 26/VIII 39,930,790 11 42,854,431 11
12200 Debt instrument investments measured at amortized cost IV/V15, 26 19,397,863 5 17,598,455 5
13000 Receivables, net IV/VI1.6, 26/VIII 12,979,400 3 11,863,381 3
13500 Discounts and loans, net IV/V/V1.7, 26 230,086,122 60 242,334,911 64
15500 Other financial assets, net IV/VL8 369 - 42 -
18500 Property and equipment, net IV/VL9, 26 4,973,435 1 4,623,593 1
18600 Right-of-use assets II/IV/VL.27 310,546 - 328,716 -
18700 Investment property VI.10 991,524 - 265,602 -
19300 Deferred tax assets IV/VIL.30 438,546 - 446,615 -
19500 Other assets, net VI.11/VIIL 2,125,897 1 2,110,025 1

Total assets $384,348,059 100 $379,986,796 100

(Please refer to Notes to the Consolidated Financial Statements)

Chairman: Chen-Chih Tai

Manager: Hung-Liang Chiang
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King's Town Bank Co., Ltd. and its subsidiaries
Consolidated Balance Sheets (continued)
December 31, 2023 and 2022
Unit: NTD thousand

Liabilities and Equity December 31, 2023 December 31, 2022
Code Account Item Note Amount % Amount %
20000 | Liabilities
21000 Deposits from the Central Bank and other banks IV/VI.12 $13,308,286 4 $24,092,259 6
21500 Funds borrowed from Central Bank and other banks VI.13 5,399,000 1 5,049,000 1
22000 Financial liabilities measured at FVTPL IV/VI.14 35,936 - 35,203 -
22500 Securities sold under agreement to repurchase IV/VI.15 7,098,943 2 15,827,129 4
23000 Payables VI.16 3,487,260 1 2,526,626 1
23200 Current income tax liabilities IV/VI1.30 551,676 - 774,596 -
23500 Deposits and remittances VI.17 297,684,898 78 283,510,034 75
25500 Other financial liabilities VI.18 5,535,065 1 4,628,693 1
25600 Provisions IV/VI.19, 20, 26 268,912 - 268,501 -
26000 Lease liabilities II/IV/V1.27 317,098 - 333,935 -
29300 Deferred tax liabilities IV/VI1.30 54,940 - 52,560 -
29500 Other liabilities VI.21 491,479 - 471,524 -
Total liabilities 334,233,493 87 337,570,060 88
31000 | Equity attributable to shareholders of the parent VI1.22
31100 Share capital 11,112,343 3 11,112,343 3
31500 Capital surplus 55,192 - 55,192 -
32000 Retained earnings
32001 Legal reserve 14,831,519 4 14,831,519 4
32003 Special reserve 1,540,617 - 120,039 -
32011 Unappropriated retained earnings 21,304,844 6 17,763,770 5
32500 Other equity interest 1A% 1,270,051 - (1,466,127) -
Total equity 50,114,566 13 42,416,736 12
Total liabilities and equity $384,348,059 100 $379,986,796 100

(Please refer to Notes to the Consolidated Financial Statements)

Chairman: Chen-Chih Tai Manager: Hung-Liang Chiang Accounting Director: Yu-Hsuan Chen
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King's Town Bank Co., Ltd. and its subsidiaries

Consolidated Statements of Comprehensive Income

January 1 to December 31, 2023 and 2022

Unit; NTD thousand

January 1 to December 31, 2023

January 1 to December 31, 2022

Code Account Item Note Amount % Amount %
41000 | Interest revenue v $10,567,323 105 $8,224,689 153
51000 | Less: Interest expenses v (4,831,680) (48) (2,211,428) 41)
Net interest income VI.23 5,735,643 57 6,013,261 112
Non-interest net income
49100 Net service fee income IV/VI1.24 2,354,190 24 2,296,541 43
49200 Gain (loss) on financial assets and liabilities at FVTPL IV/VI.25 2,870,820 29 (1,445,790) 27
49310 Realized (loss) gain on financial assets at FVOCI v (175,954) 2) (223,436) 4)
49600 Net exchange (loss) v (15,266) - (97,203) 2)
49700 Impairment of assets (loss) IV/VIL.26 (965,603) (10) (1,264,373) (24)
49800 Other non-interest net income v 168,186 2 73,370 2
Net income 9,972,016 100 5,352,370 ﬁ
58200 (gl;:;:ii;r;) of allowances for bad debts, commitments and IV/VI.266, 7,19, (83.837) 0 (216.683) @)
58400 | Operating expenses
58500 Employee benefits expenses VI.20, 28 (1,388,569) (14) (1,162,073) (22)
59000 Depreciation and amortization expenses IV/VI.i,glO, 27, (153,250) (1) (139,483) )
59500 Other business and administrative expenses v (987,355) (10) (889,900) 17)
61000 | Net income before taxes from continuing operations 7,359,005 74 2,944,231 55
61003 | Income tax (expenses) IV/V1.30 (1,151,904) (12) (733,809) (14)
64000 | Net income after tax 6,207,101 62 2,210,422 41
65000 | Other comprehensive income (loss)
65200 Items not reclassified to income: 1V/VI1.29, 30
65201 Remeasurements of the defined benefit plan (8,714) - 23,219 -
65204 Gain (loss) on evaluation of equity instruments at FVOCI 400,812 4 (246,430) “4)
65220 Incomej tax expenses related to items that will not be 1,742 ] 14.400 )
reclassified subsequently to profit or loss
65300 Items that may be reclassified subsequently to profit or loss IV/VIL.29, 30
65301 Exchange differen.ces from t.he translation of financial (5.017) ] 33.855 )
statements of foreign operations
65308 Gain (loss) on debt instrument investments at FVOCI 2,323,261 23 (5,789,990) (108)
65320 Fncome tax related to comp.onents of other comprehensive 1,003 ] (4.665) )
income that may be reclassified to profit or loss
Other comprehensive income (after tax) 2,713,087 27 (5,969,611) (111)
66000 | Total comprehensive income (after tax) $8,920,188 89 $(3,759,189) (70)
67100 | Current period after tax net profit and loss attributable to
67101 Owners of the parent company $6,207,101 $2,210,422
67111 Non-controlling interest $ - $ -
67300 Cur.rent period after tax comprehensive profit and loss
attributable to
67301 Owners of the parent company $8,920,188 $(3,759,189)
67311 Non-controlling interest $ - $ -
Earnings per share (NTD) VI.31
67500 Basic earnings per share $5.59 $1.98
67700 Diluted earnings per share $5.59 $1.98

Chairman: Chen-Chih Tai

(Please refer to Notes to the Consolidated Financial Statements)

Manager: Hung-Liang Chiang
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King's Town Bank Co., Ltd. and its subsidiaries

Consolidated Statements of Changesin Equity

January 1 to December 31, 2023 and 2022

Unit: NTD thousand

Retained earnings

Other equity items

Exchange differences
from the translation

Unrealized (loss)

Item Share capital Capital surplus ' Unappropriated . profit of financial Treasury stock Total equity
Legal reserve Special reserve . . of financial
retained earnings statements of forei assets measured at
) oresn FVOCI
operations
Balance as of January 1, 2022 $11,212,343 $77,735 $13,076,248 $120,039 $19,795,409 $(23,165) $4,622,419 $ - $48,881,028
The 2021 appropriation and distribution of earnings
Appropriation of legal reserve - - 1,755,271 - (1,755,271) - - - -
Common stock cash dividends - - - - (2,354,592) - - - (2,354,592)
Net income from January 1 to December 31, 2022 - - - - 2,210,422 - - - 2,210,422
Other comprehensive income from January 1 to
December 31, 2022 - - - - 37,619 29,190 (6,036,420) - (5,969,611)
Total comprehensive income from January 1 to
December 31, 2022 - - - - 2,248,041 29,190 (6,036,420) - (3,759,189)
Cost of treasury stocks repurchase (350,511) (350,511)
Cost of disposal of treasury stocks (100,000) (22,543) - - (227,968) - - 350,511 -
Disposal of equity instruments measured at FVOCI - - - - 58,151 - (58,151) - -
Balance as of December 31, 2022 11,112,343 55,192 14,831,519 120,039 17,763,770 6,025 (1,472,152) - 42,416,736
The 2022 appropriation and distribution of earnings
Appropriation of special reserve - - - 1,420,578 (1,420,578) - - - -
Common stock cash dividends - - - - (1,222,358) - - - (1,222,358)
Net income from January 1 to December 31, 2023
- - - - 6,207,101 - - - 6,207,101
Other comprehensive income from January 1 to
December 31, 2023 - - - - (6,972) (4,014) 2,724,073 - 2,713,087
Total comprehensive income from January 1 to
December 31, 2023 - - - - 6,200,129 (4,014) 2,724,073 - 8,920,188
Disposal of equity instruments measured at FVOCI - - - - (16,119) - 16,119 - -
Balance as of December 31, 2023 $11,112,343 $55,192 $14,831,519 $1,540,617 $21,304,844 $2,011 $1,268,040 $- $50,114,566

Chairman: Chen-Chih Tai

(Please refer to Notes to the Consolidated Financial Statements)

Manager: Hung-Liang Chiang
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King's Town Bank Co., Ltd. and its subsidiaries

Consolidated Statements of Cash Flows

January 1 to December 31, 2023 and 2022

Unit: NTD thousand

January 1 to January 1 to January 1 to January 1 to
ltem December 31, December 31, ltem December 31, December 31,
2023 2022 2023 2022
Amount Amount Amount Amount
Cash flows from operating activities: Cash flows from investing activities:

Profit before tax for the period $7,359,005 $2,944,231 Acquisition of property and equipment (409,578) (1,031,021)
Adjustments: Proceeds from disposal of property and equipment 333 1,650
Non-cash income and expense items Proceeds from disposal of investment property and equipment 132,974 73,211

Expected credit impairment loss/bad debt expense provision 83,837 216,683 Acquisition of investment property (850,788) (211,003)

Impairment of assets loss on reversal 965,603 1,264,373 Proceeds from disposal of other assets - 20,000

Depreciation and amortization expenses 153,250 139,483 Net cash flow (outflow) from investing activities (1,127,059) (1,147,163)

Net interest income (5,735,643) (6,013,261)

Disposal and retirement of property, plant and equipment (proceeds) (14) (1,236) Cash flows from financing activities:

(Gain) loss on disposal of investment property (9,558) 11,100 Funds borrowed from Central Bank and other banks 350,000 281,550

(Gain) on disposal of other assets - (2,000) (Decrease) increase in securities and bonds agreement to repurchase (8,728,186) 3,697,194
Changes in operating assets and liabilities Cash dividend paid (1,222,358) (2,354,592)

Due from the Central Bank and call loans to other banks (increase) (585,318) (1,534,868) Cost of treasury stocks repurchase - (350,511)

(Increase) decrease in financial assets measured at FVTPL (6,080,171) 2,695,246 Repayment of the principal amount of lease liabilities (95,261) (87,744)

Receivables (increase) (1,233,398) (3,058,180) Net cash (outflow) inflow from financing activities (9,695,805) 1,185,897
Discount and loan decrease (increase) 12,267,367 (35,979,006)

Financial assets measured at FVOCI decrease (increase) 4,686,495 (3,602,523) Effect of exchange rate changes on cash and cash equivalents (5,017) 33,855

dDeeCt;te ;r;ztrument investments measured at amortized cost (increase) (1,800,000) 599,999

Other financial assets (increase) (327) (105,604) Increase in cash and cash equivalents for current period 8,887,053 1,222,811

Other assets (increase) (19,193) (470,236) Cash and cash equivalents at beginning of the period 11,743,214 10,520,403

Deposits from the Central Bank and other banks (decrease) increase (10,783,973) 5,640,712 Cash and cash equivalents at end of the period $20,630,267 $11,743,214

Increase in financial liabilities measured at FVTPL 733 20,511
Payables (decrease) 923,980 (205,706) Composition of cash and cash equivalents

Deposits and remittances increase 14,174,864 32,473,470 Cash and cash equivalents recorded on the consolidated balance sheets $4,171,981 $5,107,881

e e Due from the Central Bank and call loans to banks meeting the definition of cash and

Other financial liabilities increase 906,372 1,094,636 cash equivalents as stated in IAS No. 7 "Cash Flow Staterfents" recognized by FSC 16,458,286 6,635,333

Liability reserve (decrease) (36,203) (36,059)

Increase in other liabilities 19.955 147 588 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" recognized by FSC
Interest received 10,610,187 7,878,436
Interest paid (4,791,286) (1,994,737)
Income tax paid (1,361,630) (972,830) Cash and cash equivalents at end of the period $20,630,267 $11,743,214
Net cash inflow from operating activities 19,714,934 1,150,222

Chairman: Chen-Chih Tai

(Please refer to Notes to the Consolidated Financial Statements)

Manager: Hung-Liang Chiang

Accounting Director: Yu-Hsuan Chen




King's Town Bank Co., Ltd. and its subsidiaries
Notes to the Consolidated Financial Statements
For the years ended December 31, 2023 and 2022
(Unless otherwise provided, Unit: NTD Thousand)

Company History

1.

King's Town Bank Co., Ltd. (hereinafter referred to as "the Company") and its
subsidiaries (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 Group started trading on the Taiwan Stock
Exchange Corporation in 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 set up nationwide.

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.

The Company is also the ultimate controller of the Group to which it belongs.

The Group had 1,075 employees and 1,099 employees as of December 31, 2023 and
2022, respectively.

Approval Date and Procedures of the Financial Statements

The consolidated financial statements of the Group as of December 31, 2023 and 2022

were approved for publication by the Board of Directors on February 26, 2024.

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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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,
2023. The first-time application has no significant impact on the Group.

As of the date of the issuance of the financial report, the Group has not adopted the
following newly published, revised, or amended standards or interpretations
announced by the International Accounting Standards Board but not yet approved
by the FSC.

The effective date
announced by the
No. | New/Amended/Revised Standards and Interpretations International
Accounting
Standards Board

1 |Classification of Liabilities as Current or Non-current| January 1, 2024
(Amendment to IAS 1)

2 |Lease Liability in a Sale and Leaseback (Amendments to| January 1, 2024

IFRS 16)

3 [Non-current Liabilities with Covenants (Amendments to| January 1, 2024
IAS 1)

4 |Supplier Finance Arrangements (Amendments to IAS 7| January 1, 2024
and IFRS 7)

(1) Classification of Liabilities as Current or Non-current (Amendment to IAS 1)

This amendment targets sections 69—76 in IAS 1 Presentation of Financial
Statements concerning the classification of liability as either current or non-

current.
(2) Lease Liability in a Sale and Leaseback (Amendments to IFRS 16)

These amendments specify a seller-lessee adds additional accounting treatment
to a sale and leaseback transaction in IFRS 16 “Lease” to improve the consistent
application of the standard.

(3) Non-current Liabilities with Covenants (Amendments to IAS 1)

The amendments aim to improve the information provided by companies
regarding long-term debt with covenants. The amendments specify that
covenants to be complied within twelve months after the reporting period do
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not affect the classification of debt as current or non-current at the end of the
reporting period.

Supplier Finance Arrangements (Amendments to IAS 7 and IFRS 7)

These amendments not only provide additional explanation regarding supplier
finance arrangements, but also new disclosure requirements for supplier finance

arrangements.

aforementioned standards or interpretations have been issued by the

International Accounting Standards Board and have been approved by the FSC,
effective for the annual period beginning on or after January 1, 2024. After

eval

uation, the new announcement or amendment of the standard or interpretation

has no significant impact on the Group.

As of the date of the issuance of the financial report, the Group has not adopted the
following newly published, revised, or amended standards or interpretations
announced by the International Accounting Standards Board but not yet approved

by the FSC:
The effective date
announced by the
No. | New/Amended/Revised Standards and Interpretations International
Accounting
Standards Board
1 [Amendments to IFRS 10 - Consolidated Financial To be determined by
Statements, and IAS 28 - Investments in Associates International
and Joint Ventures - Sale or Contribution of Assets Accounting
between an Investor and its Associate or Joint Venture Standards Board
2 |IFRS 17 “Insurance Contracts” January 1, 2023
3 |Lack of Exchangeability (Amendments to IAS 21) January 1, 2025
(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 has contributed to an associate or a joint venture. IAS 28 restricts
gains and losses arising from contributions of non-monetary assets to an
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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.

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; the
book amount at the end of each reporting period is the sum of the liability for
remaining coverage and the liability for incurred claims.

In addition to the general model, a specific applicable method (Variable Fee
Approach, VFA) for contracts with direct participation features as well as a
simplified approach for short-term contracts (Premium Allocation Approach,
PAA) are provided.

This standard was issued in May 2017 and was amended in 2020 and 2021. The
amendments include deferral of the date of initial application of the standard
by two years (from the original January 1, 2021 to January 1, 2023); provide
additional transition reliefs; simplify some requirements to reduce the costs of
applying this standard and revise some requirements to make the results easier
to interpret. This standard replaces an interim standard (IFRS 4 “Insurance
Contracts”).

Lack of Exchangeability (Amendments to [AS 21)

These amendments explain the exchangeability and lack of exchangeability
between currencies, and how to estimate a exchange rate when a currency lacks
exchangeability. It further introduces additional disclosure requirements when
currencies lack exchangeability. The amendments are applicable for annual
reporting periods beginning on or after January 1, 2025.
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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.

Summary of Significant Accounting Policies

1.

Compliance Statement

The Group's consolidated financial reports for the period of January 1 to December
31, 2023 and 2022 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," and IFRS, IAS, IFRIC
Interpretations, and SIC Interpretations as endorsed and announced by the FSC.

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 (NTD1,000).

Consolidation

The basis of preparation for consolidated financial statements

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.e., 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,
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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 (i.e., the 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) Amounts recognized in other comprehensive income by the parent company
will be reclassified as profit or loss for the period or directly recognized as
retained earnings in accordance with the provisions stipulated by other IFRS;

(6) The difference generated will be recognized as profit or loss for the period.
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The main business entity of the consolidated financial statements is as follows:

Principal Percentage of
Name of L ) ]
. Name of subsidiaries business ownership
mvestors )
operation  2023.12.31 2022.12.31
The Company  Kings Town Bank Leasing 100.00%  100.00%

International
Lease Corporation
The Company  Kings Town Securities  Securities 100.00%  100.00%

Corporation brokerage
King’s Town Kings Town Intl. Construction  100.00%  100.00%
Bank Construction Management
International Management
Lease Corporation

Corporation

The total gains and losses of the subsidiaries for the years ended December 31, 2023
and 2022 were NTD568,305 thousand and NTD226,384 thousand, respectively.

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.

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.
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(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 comprehensive income 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 criteria are to be 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. Operating model of financial assets management: financial asset is held
to receive contractual cash flows
B. Contractual cash flow characteristics from the financial assets: cash flow
is the interest paid solely on the principal and the outstanding principal.
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These financial assets (excluding those involved in hedging) are subsequently
measured at the 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 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 measured at FVOCI

Financial assets that meet the following two criteria are to be measured at fair
value through other comprehensive income, and the financial assets measured
at fair value through other comprehensive income are to be listed in the balance
sheet:
A. Operating model of financial assets management: Collect contractual cash
flows and sell financial assets.
B. Contractual cash flow characteristics from the financial assets: cash flow
is the interest paid solely on the principal and the 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:
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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 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.

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
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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 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: Including 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.

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

162



©)

(4)

Notes to the consolidated financial statements of King’s Town Bank Co., Ltd.
and its subsidiaries (continued)
(Unless otherwise provided, Unit: NTD Thousand)
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 X1V for information related to credit risk.

Derecognizing 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 the 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.
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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 FVTPL

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:

A. The primary purpose for acquisition of the asset is short-term sales;

B. 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. [Itis 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.
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Financial liabilities measured at the 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.

(5) 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.

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.
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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
1s 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.

167



11.

12.

13.

Notes to the consolidated financial statements of King’s Town Bank Co., Ltd.
and its subsidiaries (continued)
(Unless otherwise provided, Unit: NTD Thousand)

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.

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).

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
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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 3 to 5 years
Other equipment 3 to 10 years

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.
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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.

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.
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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 the
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.
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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 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.

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.
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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.

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.
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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.

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.

(2) 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.

Share-based payment transactions

The share-based payment transaction cost for equity clearing between the Group and
its employees is measured at the fair value on the vesting date of the equity
instruments. 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
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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.

All taxable temporary differences are recognized as deferred income tax liabilities
except for the following two items:
(1) the initial recognition of goodwill; or the initial recognition of an asset or

liability in a transaction which is not a business combination; at the time of the
transaction, affects neither accounting profit nor taxable profit (loss); and, at
the time of the transaction, does not give rise to equal taxable and deductible
temporary differences.
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(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) those related to the deductible temporary differences from the initial
recognition of an asset or liability in a transaction which is not a business
combination; at the time of the transaction, affects neither accounting profit nor
taxable profit (loss); and, at the time of the transaction, does not give rise to
equal taxable and deductible temporary differences.

(2) Itisrelated 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.

According to the provisions of temporary exception stated in the “International Tax
Reform - Pillar Two Model Rules (Amendments to IAS 12)”, deferred tax assets and
liabilities related to Pillar Two income taxes shall not be recognized, and relevant
information shall not be disclosed.
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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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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.
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Descriptions of Material Accounting Items

1.

2.

Cash and cash equivalents

2023.12.31 2022.12.31
Cash on Hand $1,498,618 $2,983,938
Foreign currency on hand 47,493 40,169
Notes and checks for clearing 1,261,593 1,213,439
Due from Central Bank and other banks 1,364,277 870,335
Total $4,171,981 $5,107,881

For the purpose of preparing the cash flow statement, cash and cash equivalents are

the sum of the following items.

2023.12.31 2022.12.31
Cash and cash equivalents recorded on the
consolidated balance sheets $4,171,981 $5,107,881
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” 16,458,286 6,635,333
Investments in bills and bonds purchased under
resell agreements meeting the definition of
cash and cash equivalents as stated in [AS
No. 7 "Cash Flow Statements" - -
Cash and cash equivalents on the Consolidated
Statement of Cash Flows $20,630,267  $11,743,214
Due from the Central Bank and call loans to other banks
2023.12.31 2022.12.31
Reserve for deposits - Type A $6,155,331 $4,395,412
Reserve for deposits - Type B 9,156,354 8,571,036
Reserve for deposits - Foreign currency 39,955 39,921
Call loans to other banks 10,263,000 2,200,000
Total $25,614,640 $15,206,369
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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.

3. Financial assets measured at FVTPL

2023.12.31 2022.12.31
Mandatorily measured at fair value through
profit or loss:

Stock $3,111,325 $1,255,657

Domestic and foreign bonds 39,934,846 35,787,190

Derivatives 52,849 7,389

Limited partnership 227,926 196,539
Total $43,326,946  $37,246,775

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.

4. Financial assets measured at FVOCI

2023.12.31 2022.12.31

Debt instrument investments measured at

FVOCTI:
Government bonds $5,051,665 $5,521,383
Corporate bonds 29,887,655 35,035,969
Financial bonds 2,107,793 2,999,058
Subtotal (total book value) 37,047,113 43,556,410
Valuation adjustment (1,596,210) (4,880,597)
Subtotal 35,450,903 38,675,813
Equity instrument investments measured at

FVOCI:
TWSE/TPEx-listed stocks - 89,700
Non-TWSE/TPEx-listed stocks 4,069,575 3,652,025
Real estate investment trust fund 410,312 436,893
Subtotal 4,479,887 4,178,618
Total $39,930,790 $42,854,431
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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 period from
January 1 to December 31, 2023 and 2022 were NTD123,841 thousand and
NTD229,720 thousand, respectively, of which NTDI116,333 thousand and
NTD137,687 thousand were related to investments held on the balance sheet date
and the remainders were related to investments derecognized in the period from
January 1 to December 31, 2023 and 2022.

The Group’s investment in financial assets and equity measured at fair value through
other comprehensive income was disposed from January 1 to December 31, 2023
and 2022, the fair values at the time of disposition were NTD392,082 thousand and
NTD983,033 thousand, respectively. Additionally, the accumulated unrealized loss
in valuation at the time of disposal for the amounts of NTD(16,119) thousand and
NTD58,151 thousand were transferred from other equity to retained earnings.

Financial assets measured at cost after amortization

2023.12.31 2022.12.31

Convertible certificate of deposit $19,400,000 $17,600,000
Less: loss allowance (2,137) (1,545)
Total $19,397,863 $17,598,455

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.
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6. Receivables, net

2023.12.31 2022.12.31

Accounts receivable and notes $12,046,689 $10,797,848
Interests receivable 1,086,730 1,129,594
Clearing amount receivable - 60,860
Other receivables 21,067 20,334
Subtotal (total book value) 13,154,486 12,008,636
Less: loss allowance (175,086) (145,255)
Net $12,979,400 $11,863,381

The Group assesses impairments in accordance with IFRS 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.

7. Discounts and loans, net

2023.12.31 2022.12.31

Export Negotiations $- $7,081
Overdrafts 5,000 111,897
Loans 233,667,114 245,756,243
Collections of overdue loans 35,877 35,821
Total amount 233,707,991 245,911,042
Less: allowance for bad debt (3,621,869) (3,576,131)
Net $230,086,122  $242,334,911

The Group assesses impairments in accordance with IFRS 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.

8. Other financial assets, net

2023.12.31 2022.12.31

Short-term advance $369 $42
Subtotal (total book value) 369 42
Less: allowance for bad debt - -
Total $369 $42
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9. Property, plant, and equipment

The Group's booked property and equipment are owned and used by the Group.

Cost:
2023.01.01
Acquisition
Disposal

Other Changes

2023.12.31
2022.01.01
Acquisition
Disposal

Other Changes

2022.12.31

Depreciation and
impairment:

2023.01.01
Depreciation
Disposal
Impairment
2023.12.31

2022.01.01
Depreciation
Disposal
2022.12.31

Net book value:

2023.12.31
2022.12.31

Construction

Buildings in progress
and Transport Other and

Land structures  equipment equipment prepayments Total
$4,126,476 $1,191,735  $16,742 $271,228 $60,767  $5,666,948
- 6,648 1,705 38,969 362,256 409,578
- (11,470) (1,283)  (13,053) - (25,806)
296,473 39,283 - - (335,756) -
$4,422,949 $1,226,196  $17,164 $297,144 $87,267  $6,050,720
$3,169,370 $1,191,735  $16,314 $233,670 $38,194  $4,649,283
- - 6,220 45,122 979,679 1,031,021
- - (5,792) (7,564) - (13,356)
957,106 - - - (957,106) -
$4,126,476  $1,191,735  $16,742 $271,228 $60,767 $5,666,948
$- $818,191 $11,647 $213,517 $  $1,043,355
- 19,900 2,111 33,614 - 55,625
- (11,470) (1,249)  (12,768) - (25,487)
- 3,792 - - - 3,792
$- $830,413  $12,509 $234,363 $-  $1,077,285
$- $799,495  $14,971 $191,210 $-  $1,005,676
- 18,696 2,238 29,687 - 50,621
- - (5,562) (7,380) - (12,942)
$- $818,191  $11,647 $213,517 $-  $1,043,355
$4,422,949 $395,783 $4,655  $62,781 $87,267  $4,973,435
$4,126,476 $373,544 $5,095  $57,711 $60,767  $4,623,593

The Group did not provide property, plant and equipment as collateral.
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10. Investment property

The investment property of the Group refers to the self-owned investment
properties and investment properties held under right-of-use assets.

Construction

Land Buildings n progress Total
Cost:
2023.01.01 $176,389 $59,624 $32,211 $268,224
Acquisition 841,946 8,842 - 850,788
Disposal (80,210) (45,188) - (125,398)
2023.12.31 $938,125 $23,278 $32,211 $993.614
2022.01.01 $114,345 $27,840 $- $142,185
Acquisition 109,160 64,013 37,830 211,003
Disposal (47,116) (37,848) - (84,964)
Transferred - 5,619 (5,619) -
2022.12.31 $176,389 $59,624 $32,211 $268,224
Depreciation and impairment:
2023.01.01 $- $2,622 $- $2,622
Current depreciation - 1,450 - 1,450
Disposal - (1,982) - (1,982)
2023.12.31 $- $2,090 - $2,090
2022.01.01 $- $1,221 $- $1,221
Current depreciation - 2,054 - 2,054
Disposal - (653) - (653)
2022.12.31 $- $2,622 $- $2,622
Net book value:
2023.12.31 $938,125 $21,188 $32,211 $991,524
2022.12.31 $176,389 $57,002 $32,211 $265,602

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
from January 1 to December 31,2023 and 2022 was NTD997,382 thousand, and NTD282,100
thousand, respectively. 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.
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11. Other assets, net

2023.12.31 2022.12.31

Prepayments $6,773 $25,939
Inter-bank clearing fund 1,503,993 1,636,270
Collateral accepted 262,138 -
Refundable deposits 250,404 323,150
Others 102,589 124,666
Net $2,125,897 $2,110,025

As of December 31, 2023 and 2022, other asset — other accumulated impairment of
each period amounted to NTD3,280 thousand.

Please refer to Note VIII for details of the Group’s collateral over other assets.
12. Deposits from the Central Bank and other banks

2023.12.31 2022.12.31

Deposits of other banks $2,041 $2,775
Call loans to other banks 13,306,245 24,089,484
Total $13,308,286 $24,092,259

13. Funds borrowed from Central Bank and other banks

2023.12.31 2022.12.31
Funds borrowed from other banks $5,399,000 $5,049,000

14. Financial liabilities measured at FVTPL

2023.12.31 2022.12.31

Available-for-sale financial liabilities:
Derivatives $35,936 $35,203
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15. Securities sold under agreement to repurchase

2023.12.31 2022.12.31

Government bonds $2,350,887 $4,576,847
Corporate bonds 4,375,306 10,586,187
Financial bonds 372,750 664,095
Total $7,098,943 $15,827,129

The Group’s liabilities of bonds and securities sold under repurchase agreements
were processed at the agreed price for an amount of NTD7,125,894 thousand and
NTD15,901,719 thousand as of December 31, 2023 and 2022, respectively.

16. Payables

2023.12.31 2022.12.31

Accrued expenses $471,973 $320,085
Interest payable 332,582 295,928
Notes and checks in clearing 1,261,593 1,213,439
Clearing amount payable 561,251 -
Other payables - taxation 14,298 11,011
Others 845,563 686,163
Total $3,487,260 $2,526,626

17. Deposits and remittances

2023.12.31 2022.12.31

Check deposits $3,179,905 $3,474,318
Demand deposits 55,641,121 51,692,845
Time deposits 74,141,529 73,548,372
Savings deposit 164,716,669 154,786,762
Remittances 5,674 1,137
Total $297,684,898  $283,510,034
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18. Other financial liabilities

Interest rate

collars (%) 2023.12.31 2022.12.31

Taiwan Finance Corporation  0.86%~2.16% $1,600,000 $1,550,000
China Bills Finance

Corporation 1.06%~1.96% 1,300,000 800,000
Mega Bills 0.86%~1.96% 1,100,000 1,050,000
Grand Bills Finance

Corporation 1.83%~2.05% 850,000 700,000
Ta Ching Bills Finance

Corporation 1.76%~2.16% 250,000 200,000
International Bills Finance

Corporation 1.78%~2.04% 180,000 120,000
Dah Chung Bills Finance

Corporation 1.77%~1.95% 150,000 100,000
Taiwan Cooperative Bills

Finance Corporation 1.94%~2.04 % 120,000 120,000
Subtotal 5,550,000 4,640,000
Less: discount on commercial

paper payable (14,935) (11,307)
Total $5,535,065 $4,628,693

19. Provisions
2023.12.31 2022.12.31
Retirement benefits plan $62,880 $90,370
Reserve for guarantee liability 161,214 152,313
Provision for commitment of financing 44,818 25,818
Total $268,912 $268,501
The changes in the provisions for guarantee liability are as follows:
2023 2022

Beginning balance $152,313 $186,281
Amount appropriated (reversed) for the period 8,900 (33,975)
Foreign exchange impact amount 1 7
Ending balance $161,214 $152,313

The changes in the financing commitment reserve are as follows:
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2023 2022
Beginning balance $25,818 $21,818
Amount appropriated for the period 19,000 4,000
Foreign exchange impact amount - -
Ending balance $44,818 $25,818

20. Retirement benefits plan

Defined contribution pension plan

The Group has established the Regulations for Employee Retirement in accordance
with the "Labor Pension Act", which is a defined contribution pension plan.
According to the Act, the monthly labor pension payable rate of the Group shall not
be less than 6% of the employee's monthly salary. In accordance with the
Regulations for Employee Retirement, the Group has been allocating six percent of
each employee's monthly salary to their individual retirement account at the Bureau
of Labor Insurance.

The amount of the Group’s defined contribution pension plan for the years ended
December 31, 2023 and 2022 were NTD40,469 thousand and NTD38,084 thousand,
respectively.

Defined benefit plan

The employee retirement plan established by the Group in accordance with the
Labor Standards Act is considered a defined benefit plan. Pension payments for
employees are calculated in accordance with the base of service years rendered and
the average salaries or wages of one month after the retirement is approved. Two
bases are given for each full year of service over the first 15 years, and one base is
given for an additional year of service thereafter, provided that the total bases do not
exceed 45. In accordance with the Labor Standards Act, the Group contributes on a
monthly basis of the total salary (wages) as the pension fund from 8% to 15% since
March 2012, which is deposited in a designated account of the Bank of Taiwan under
the name of the Supervisory Committee of Workers' Retirement Fund. In addition,
prior to the end of each annual period, the Group assesses the balance of the
aforementioned designated account for the labor pension fund. If the balance is
determined insufficient to pay off the pension amount computed by the
aforementioned approach for employees qualified for retirement within next year,
the Group will make a lump sum contribution to make up the shortfall before the
end of March of the following year.
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In accordance with the Regulations for Revenues, Expenditures, Safeguard and
Utilization of the Labor Retirement Fund, asset allocation is carried out by the
Ministry of Labor. The fund's investments are conducted through self-operation and
entrusted management, adopting a combination of active and passive management
for medium to long-term investment strategies. The Ministry of Labor considers
market, credit, liquidity, and other risks to establish fund risk limits and control
plans, allowing for sufficient flexibility to achieve target returns without taking on
excessive risk. With regard to utilization of the Fund, the minimum earnings in the
annual distributions on the final financial statement shall not be less than the
earnings attainable from the amounts accrued from two-year time deposits offered
by local banks. In case any deficiency in the earnings arises, Treasury Funds can be
used to cover the deficits after the approval of the competent authority. Since the
Group has no right to participate in the operation and management of the Fund, it is
not able to disclose the classification of the fair value of plan assets as required in
IAS 19.142. The Company expects to allocate NTD34,655 thousand to the defined
benefit plan for the next fiscal year as of December 31, 2023.

As of December 31, 2023 and 2022, the Company's defined benefit plan were
expected to expire in 2029.

The table below summarizes the costs of defined benefit plans recognized in profit

or loss:
2023 2022
Current service cost $179 $300
Net interests of net defined benefit liabilities 5,379 2,333
Projected return on plan assets (4,478) (1,674)
Total $1,080 $959

The reconciliation for present value of defined benefit obligation and fair value of
plan assets are as follows:

2023.12.31 2022.12.31

Defined benefit obligation $457,521 $470,032
Fair value of plan assets (394,641) (379,662)
Provisions - booked value of net defined $62,880 $90,370

benefit liabilities

The reconciliation of net defined benefit liabilities (assets):
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2022.1.1
Current service cost
Interest expenses (income)
Subtotal
Remeasurement of defined benefit
liabilities/assets:

Actuarial gains and losses
resulting from changes in
financial assumptions

Experience adjustment

Remeasurement of defined benefit
assets

Subtotal

Benefit paid

Employer contribution amount

2022.12.31

Current service cost

Interest expenses (income)

Subtotal

Remeasurement of defined benefit
liabilities/assets:

Actuarial gains and losses
resulting from changes in
financial assumptions

Experience adjustment

Remeasurement of defined benefit
assets

Subtotal

Benefit paid
Employer contribution amount
2023.12.31
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Present value Net defined
of defined benefit
benefit Fair value of liabilities
obligation plan assets (assets)

$502,604 $(352,949) $149,655
300 - 300

2,333 (1,674) 659
505,237 (354,623) 150,614
4,561 - 4,561

- (27,779) (27,779)

4,561 (27,779) (23,218)
(39,766) 39,766 -

- (37,026) (37,026)

$470,032 $(379,662) $90,370
179 - 179
5,379 (4,478) 901
475,590 (384,140) 91,450
12,213 - 12,213

- (3,500) (3,500)

12,213 (3,500) 8,713

(30,282) 28,446 (1,836)

- (35.,447) (35.,447)

$457,521 $(394,641) $62,880
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The following key assumptions are used to determine the Company's defined

benefit plan:
2023.12.31 2022.12.31
Discount rate 1.25% 1.25%
Expected salary increase rate 2.00% 2.00%

The sensitivity analysis of each significant actuarial assumption:

2023 2022
Increase in  Decrease Increase in  Decrease
defined in defined defined in defined

benefit benefit benefit benefit

obligation obligation obligation obligation
Increase in discount rate by $- $(3,231) $- $(3,886)
0.25%
Decrease in discount rate by 3,315 - 3,992 -
0.25%
Increase in expected salary 6,833 - 8,201 -
by 0.5%
Decrease in expected salary - (6,561) - (7,850)
by 0.5%

When the aforementioned sensitivity analysis is conducted, an analysis is performed
on the potential impact on the defined benefit obligation when a reasonable change
occurs in a single actuarial assumption (such as discount rate or expected salary),
assuming all other assumptions remain constant. In practice, it is rare for only a
single actuarial assumption to change due to the interrelated nature of some actuarial
assumptions, so the analysis has its limitations.

The method and assumptions used for the of the sensitivity analysis for the current
period are the same as those used in the previous period.

21. Other liabilities

2023.12.31 2022.12.31

Deposits received $103,368 $107,966
Advance income 60,904 74,443
Others 327,207 289,115
Total $491,479 $471,524
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22. Equity

(1)

2)

Common stock

As of December 31, 2023 and 2022, the authorized capital stock of the
Company were NTD18,000,000 thousand and NTD30,000,000 thousand,
respectively. The issued capital stock amounted to NTD11,112,343 thousand
for each period, issued at par value of NTDI10 per share, amounting to
1,111,234 thousand shares. Each share is entitled to one voting right and the
right to receive dividends.

Capital surplus

2023.12.31 2022.12.31

Common stock premium $52,563 $52,563
Others 2,629 2,629
Total $55,192 $55,192

Adjustment of various capital surplus from January 1 to December 31, 2023 and
2022 was as follows:

Common Treasury
stock stock
premium  transactions Others Total

Balance on January

1,2023 $52,563 $- $2,629 $55,192
Share-based

payment

transaction - - - -
Transfer of treasury

stock - - - -
Adjustment based

on percentage

of ownership - - - -

Balance on
December 31,
2023 $52,563 $- $2,629 $55,192
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1,2022

Share-based
payment
transaction

Disposal of treasury
stocks

Adjustment based
on percentage
of ownership

Balance on
December 31,
2022
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Common Treasury
stock stock
premium  transactions Others Total
$53,036 $22,070 $2,629 $77,735
(473) (22,070) - (22,543)
$52,563 $- $2,629 $55,192

According to the law, additional paid-in capital shall not be used for any purpose
except for making up for Company losses. When the Company has no losses, a

certain percentage of the additional paid-in capital from the stock premium and

gifts 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 sha