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Financial Status

6-1. Condensed Balance Sheet and statement of comprehensive
income over the Past Five Years

6-1-1. Condensed Balance Sheet and statement of comprehensive income under IFRS

Consolidated Condensed Balance Sheet

Unit: TWD thousand

Year Financial data during recent 5 years Upto
Descriptions 2013 2012 2011 2010 2009 2014/02/28

gz:r’a lcgz:zqa“r:‘éaclzﬂtzadn”fof;’g; :hbznks 24155762 25034337  NIA N/A N/A 23,794,349
Zﬂilclf; f;foe:g‘;: Er';‘;‘tngﬁgifb”'ty g 1839732|  2169.921|  N/A N/A N/A 2,125,650
Available-for-sale financial assets 2,005,933 2,366,152 N/A N/A N/A 2,355,973
Derivative Financial Assets for Hedging N/A N/A N/A

Sg;‘l;a:rgsb'"s e e resale 699,901 1649200  NIA N/A N/A 799,303
Net Receivables 388,636 384,692 N/A N/A N/A 382,167
Current tax Assets 23,550 N/A N/A N/A 3,665
Assets Held for Sell N/A N/A N/A

Net Discounts and Loans 96,230,478 | 87,964,356 N/A N/A N/A 95,587,819
Held-to—maturity financial assets 3,535,588 4,523,617 N/A N/A N/A 3,470,460
Ir_noer;g;)tgrm investments under equity N/A N/A N/A

Restricted assets N/A N/A N/A

Other financial assets 182,484 205,909 N/A N/A N/A 183,186
Net property and equipment 1,364,750 1,358,417 N/A N/A N/A 1,362,636
Investment property 691,906 547,215 N/A N/A N/A 691,800
Intangible assets 109,246 110,300 N/A N/A N/A 108,841
Deferred tax assets 233,766 213,632 N/A N/A N/A 233,766
Other assets 78,482 94,587 N/A N/A N/A 389,307
Total Assets 131,516,643 | 126,645,052 N/A N/A N/A 131,488,922
E::If:'ts QIR ank and ofher 14090) 652,003  N/A N/A N/A 109,934
tIj;nnakr;cing to The Central Bank and other N/A N/A N/A

financial liability at fair value through loss 237 1,781 N/A N/A N/A 266
Hedging derivative financial liabilities N/A N/A N/A

Accounts Payable 721,644 714,472 N/A N/A N/A 781,478
Current tax liability 14,909 76,018 N/A N/A N/A 28,918
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Year Financial data during recent 5 years Upto
Descriptions 2013 2012 2011 2010 2009 2014/02/28
t:siit)if:a(:zectly associated with assets N/A N/A N/A
Deposits and remittances 121,910,933 | 117,510,391 N/A N/A N/A 121,772,654
Bond payable 1,500,000 1,500,000 N/A N/A N/A 1,500,000
preference share liabilities N/A N/A N/A
Other financial liabilities N/A N/A N/A
Provision 448,132 502,254 N/A N/A N/A 454,049
Deferred tax liabilities 116,757 11,412 N/A N/A N/A 116,757
Other liabilities 362,996 298,792 N/A N/A N/A 328,539
Before allocation 125,189,698 | 121,367,123 N/A N/A N/A 125,092,595
Total liabilities :
After allocation Note. 1 121,439,328 N/A N/A N/A N/A
Equity attributable to owners of the parent 6,326,945 5,277,929 N/A N/A N/A 6,396,327
Share capital 4,919,543 4,247,338 N/A N/A N/A 4,919,543
Capital reserve 892,589 884,333 N/A N/A N/A 892,589
] , Before allocation 508,253 135,666 N/A N/A N/A 556,141
Retained earnings :
After allocation Note.1 -8,744(Note3) N/A N/A N/A N/A
Other components 6,560 10,592 N/A N/A N/A 28,054
Treasury Shares N/A N/A N/A
non-controlling interests N/A N/A N/A
Total Shareholders’ | Before allocation 6,326,945 5,277,929 N/A N/A N/A 6,396,327
equity After allocation Note.1 5,205,724 N/A N/A N/A N/A
Note:

1. The earnings distribution for 2013 has not been approved by the Shareholders’ General Meeting in 2014.

2.2013 Implementation evaluation Impairment of individual assets, Recognition Impairment of Assets and Reversal gains

TWD145,327thousand.

3.2013 Implementation IFRS, Retrospectively Recognition adjusted 2012 Retained earnings.
4. Financial information unaudited by Certified public accountants review on February 2, 2014,
5. Financial information included adjustment by Certified public accountants on February 2, 2014 and realized investment income

736 (in TWD thousand) in February 2014.




Financial Status

Consolidated Statement of Comprehensive Income

Unit: TWD thousand

Year Financial data during recent 5 years Upto

Descriptions 2013 2012 2011 2010 2009 2014/02/28
Interest income 3,133,722 | 3,053,476 N/A N/A N/A 531,926
Interest expense (Minus) 1,065,307 | 1,044,144 N/A N/A N/A 177,490
Net Interest income 2,068,415 | 2,009,332 N/A N/A N/A 354,436
Other net interest income 495,781 334,790 N/A N/A N/A 72,600
Net income 2,564,367 | 2,344,122 N/A N/A N/A 427,036
Provision for bad debt expense and 402,713 503,331 N/A N/A N/A 66,321
guarantees

Operating expense 1,589,294 1,589,168 N/A N/A N/A 277,573
!ncome from continuing operations before 572,360 251,623 N/A N/A NA 83,142
income taxes
Tax income (expense) (76,608) (54,748) N/A N/A N/A (14,009)
Net profit from continuing operations 495,752 196,875 N/A N/A N/A 69,133
profit or loss from discontinuing operations - N/A N/A N/A

Current net profit (or loss) 495,752 196,875 N/A N/A N/A 69,133
Current other comprehensive income 17.213 (64,870) N/A N/A N/A 254
(after taxes)

Current Total other comprehensive income 512,965 132,005 N/A N/A N/A 69,387
Net profit attributable to owners of the 495,752 196,875 N/A N/A N/A 69,133
parent

Net profit to non-controlling interests - N/A N/A N/A

Current Total other comprehensive income 512,965 132,005 N/A N/A N/A 69,387
to owners of the parent

Current Total qther comprehensive income i NA NA N/A
to non-controlling interests

Earnings per share 1.10 0.46 N/A N/A N/A 0.14

Note:
1. Certified public accountants:

Shi-Hua Guo and Yuan-Chen Mei for 2012~2013

2. Opinions;

No retained opinion in 2012, Standard Unqualified Opinion in 2013.
3. Financial information unaudited by Certified public accountants

review on February 28, 2014.

4 Financial information included adjustment by Certified public
accountants on February 28, 2014 and realized investment income

736 (in TWD thousand) in February 2014.
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Entity Condensed Balance Sheet

Unit: TWD thousand

Year Financial data during recent 5 years Upto

Descriptions 2013 2012 2011 2010 2009 2014/02/28
g:f]:’a (I::;::lzqaur:\c/jal:ﬂti;adnufofgt?e :hb‘;nks 24155789 25034333  NIA N/A N/A 23,794,349
Zi':avr;‘l’l'i ?}f;e:g%r ;'ta”g'f}'otfb”'ty et 1839732  2169.921|  NIA N/A N/A 2,125,650
Available-for-sale financial assets 2,005,933 2,366,152 N/A N/A N/A 2,355,973
Derivative Financial Assets for Hedging N/A N/A N/A

Sgr’;‘lina:risb"'s L e resle 699,901 1649200  NIA N/A N/A 799,303
Net Receivables 388,636 384,692 N/A N/A N/A 384,356
Current tax Assets 23,550 N/A N/A N/A 3,665
Assets Held for Sell N/A N/A N/A

Net Discounts and Loans 96,230,478 | 87,964,356 N/A N/A N/A 95,587,819
Held-to—maturity financial assets 3,535,588 4,523,617 N/A N/A N/A 3,470,460
Lm°e”tﬁ::rm e cquity 21,514 20808  NA N/A N/A 24,842
Restricted assets N/A N/A N/A

Other financial assets 182,484 205,909 N/A N/A N/A 183,186
Net property and equipment 1,364,602 1,358,359 N/A N/A N/A 1,362,494
Investment property 691,906 547,215 N/A N/A N/A 691,800
Intangible assets 109,246 110,300 N/A N/A N/A 108,841
Deferred tax assets 233,766 213,632 N/A N/A N/A 233,766
Other assets 78,470 94,178 N/A N/A N/A 387,298
Total Assets 131,536,015 | 126,666,312 N/A N/A N/A 131,513,799
bD::;:ns R an and ofher 114090 652,003  N/A N/A N/A 109,934
kl;;‘nnaknsmng to The Central Bank and other N/A N/A N/A

financial liability at fair value through loss 237 1,781 N/A N/A N/A 266
Hedging derivative financial liabilities N/A N/A N/A

Accounts Payable 723,192 715,292 N/A N/A N/A 786,354
Current tax liability 13,577 73,620 N/A N/A N/A 27,586
ti;(tj)i:ci(t)i::zs(ierectly associated with assets N/A N/A N/A

Deposits and remittances 121,930,708 | 117,533,609 N/A N/A N/A 121,794,647
Bond payable 1,500,000 1,500,000 N/A N/A N/A 1,500,000
preference share liabilities N/A N/A N/A
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Financial Status

Year Financial data during recent 5 years Upto
Descriptions 2013 2012 2011 2010 2009 2014/02/28
Other financial liabilities - - N/A N/A N/A
Provision 448,132 502,254 N/A N/A N/A 454,049
Deferred tax liabilities 116,757 11,412 N/A N/A N/A 116,757
Other liabilities 362,996 298,412 N/A N/A N/A 327,879
Before allocation 125,209,070 121,388,383 N/A N/A N/A 125,117,472
Total liabilities
After allocation Note. 1 121,460,588 N/A N/A N/A N/A
E:ﬂ B oo of the 6,326,945 5277929  NIA N/A N/A 6,396,327
Share capital 4,919,543 4,247,338 N/A N/A N/A 4,919,543
Capital reserve 892,589 884,333 N/A N/A N/A 892,589
Before allocation 508,253 135,666 N/A N/A N/A 556,141
Retained earnings y
After allocation Note. 1 -8,744(Note3) N/A N/A N/A N/A
Other components 6,560 10,592 N/A N/A N/A 28,054
Treasury Shares - - N/A N/A N/A
non-controlling interests - - N/A N/A N/A
Total Shareholders’ | Before allocation 6,326,945 5,277,929 N/A N/A N/A 6,396,327
equity After allocation Note.1 5,205,724 N/A N/A N/A N/A

Note:

1. The earnings distribution for 2013 has not been approved by the Shareholders’ General Meeting in 2014.

2.2013 Implementation evaluation Impairment of individual assets, Recognition Impairment of Assets and Reversal gains
TWD145,327thousand.

3. 2013Implementation IFRS, Retrospectively Recognition adjusted 2012 Retained earnings.

4. Financial information unaudited by Certified public accountants review on February 2, 2014.

5. Financial information included adjustment by Certified public accountants on February 2, 2014 and realized investment income
736 (in TWD thousand) in February 2014.
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Entity Statement of Comprehensive Income

Unit: TWD thousand

Year Financial data during recent 5 years Up to

Descriptions 2013 2012 2011 2010 2009 2014/02/28
Interest income 3,133,722 | 3,053,476 N/A N/A N/A 531,926
Interest expense (Minus) 1,065,307 | 1,044,254 N/A N/A N/A 177,532
Net Interest income 2,068,415 | 2,009,222 N/A N/A N/A 354,394
Other net interest income 462,295 295,151 N/A N/A N/A 65,834
Net income 2,530,710 | 2,304,373 N/A N/A N/A 420,228
;:;::’:t’;‘ef:r R vonse and 402713 | 503331 | NIA N/A N/A 66,321
Operating expense 1,558,492 | 1,552,431 N/A N/A N/A 270,765
I':‘C:gr’:: tf;‘:(:sw”t'”“'”g operations before | peo 05 | 24g6t1 | NIA N/A N/A 83,142
Tax income (expense) (73,753) (51,736) N/A N/A N/A (14,009)
Net profit from continuing operations 495,752 196,875 N/A N/A N/A 69,133
profit or loss from discontinuing operations - - N/A N/A N/A

Current net profit (or loss) 495,752 196,875 N/A N/A N/A 69,133
gf’tr::’;;f;':r Rl 1sve income 17213 | (64,870))  NIA N/A N/A 254
Current Total other comprehensive income 512,965 132,005 N/A N/A N/A 69,387
gaertepr)]rtoflt attributable to owners of the 495,752 196,875 N/A N/A N/A 69.133
Net profit to non-controlling interests - - N/A N/A N/A

t%“;;‘j:;::ﬁ' tz:‘z;f:ﬂprehens"’e MEOME ™ 512,065 | 132,005 |  N/A N/A N/A 69,387
e w

Earnings per share 1.10 0.46 N/A N/A N/A 0.14

1. Certified public accountants:
Shi-Hua Guo and Yuan-Chen Mei for 2012~2013

2. Opinions:
No retained opinion in 2012, Standard Unqualified Opinion in 2013.

3. Financial information unaudited by Certified public accountants
review on February 2, 2014.

4. Financial information included adjustment by Certified public
accountants on February 2, 2014 and realized investment income
736 (in TWD thousand) in February 2014.
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6-1-2. Condensed Balance Sheet and statement of comprehensive income under ROC GAAP

Condensed Balance Sheet
Unit: TWD thousand

Year Financial data during recent 5 years Upto
Descriptions 2013 2012 2011 2010 2009 2014/02/28
IR L valents, due from the N/A N/A 29485619 | 24,486,177 | 26435656 |  N/A
Central Bank, and call loan to other banks
Financial assets measured at fair value N/A N/A 1,766,453 758.415 737,002 N/A
through profit or loss
Bonds and bills purchased under resale N/A N/A 600,004 i N/A
agreements
Available-for-sale financial assets N/A N/A 2,388,593 1,603,087 1,934,258 N/A
Discounts and Loans N/A N/A 82,215,491 | 84,784,456 | 75,527,272 N/A
Receivables N/A N/A 496,407 433,779 469,463 N/A
Held-to-maturity financial assets N/A N/A 2,216,109 1,339,785 1,394,552 N/A
Long-term investments under equity N/A N/A 11,399 8.465 6313 N/A
method
Fixed assets N/A N/A 1,193,297 1,112,852 1,307,502 N/A
Intangible assets N/A N/A 110,183 111,557 166,205 N/A
Other financial assets N/A N/A 235,094 255,364 381,967 N/A
Other assets N/A N/A 865,413 946,561 749,059 N/A
Total Assets N/A N/A 121,584,062 | 115,840,498 | 109,109,249 N/A
Due to The Central Bank and other banks N/A N/A 229,915 21,441 17,372 N/A
Deposits and remittances N/A N/A 113,129,625 | 106,746,372 | 100,852,795 N/A
Financial liabilities measured at fair value N/A N/A 24325 173 N/A
through profit or loss
Bonds and bills held under N/A N/A N/A
repurchased agreements
Loans from banks and financial
N/A N/A 1,500,000 2,499,754 2,498,773 N/A
debentures
Preferred stock N/A N/A - N/A
Accrued pension liability N/A N/A 171,551 202,777 57,729 N/A
Other financial liabilities N/A N/A - - N/A
Other liabilities N/A N/A 1,138,980 1,171,937 1,001,159 N/A
Before allocation N/A N/A 116,170,071 | 110,666,606 | 104,428,001 N/A
Total liabilities
After allocation N/A N/A 116,236,957 | 110,729,313 | 104,449,348 N/A
Common stock N/A N/A 4,180,451 4,180,451 3,680,451 N/A
Capital reserve N/A N/A 884,299 884,299 878,099 N/A
Before allocation N/A N/A 231,671 102,130 31,010 N/A
Retained earnings )
After allocation N/A N/A 97,897 39,423 9,663 N/A
Unrealized gains on financial instruments N/A N/A 24,927 22,400 24,270 N/A
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Year Financial data during recent 5 years Upto
Descriptions 2013 2012 2011 2010 2009 2014/02/28
Culmulatlve foreign currency translation N/A N/A (2,087) 124 N/A
adjustment
Other shareholder’s equity N/A N/A 92,643 (13,301) 67,294 N/A
Total Shareholders’ | Before allocation N/A N/A 5,413,991 5,173,892 4,681,248 N/A
equity After allocation N/A N/A 5,347,105 5,111,185 4,659,901 N/A

Condensed Income Statement
Unit: TWD thousand

Year Financial data during recent 5 years Upto
Descriptions 2013 2012 2011 2010 2009 2014/02/28
Net interest income N/A N/A 1,857,470 1,647,778 1,341,353 N/A
Other net interest income N/A N/A 245,685 309,668 427,550 N/A
Bad debt expense N/A N/A 428,190 472,606 428,213 N/A
Operating expense N/A N/A 1,453,324 1,347,005 1,279,361 N/A
!ncome from continuing operations before N/A N/A 221,641 137,835 61.329 N/A
income taxes
!ncome from continuing operations after N/A N/A 192,248 92,467 31,010 N/A
income taxes
Galn(lloss) from discontinuing operations N/A N/A ) ) N/A
(after income taxes)
Extragrdmary gain or loss N/A N/A i i N/A
(after income taxes)
Cumulative effect of changes in
accounting principle Net income (after N/A N/A - - N/A
income taxes)
Net income N/A N/A 192,248 92,467 31,010 N/A
Earnings per share N/A N/A 0.46 0.24 0.08 N/A

1. Certified public accountants:

Jun-Man Chen and Shi-Hua Guo for 2009~2011
Shi-Hua Guo and Yuan-Chen Mei for 2012~2013
2. Opinions: no retained opinion in 2009~2010, modified no retained opinion in 2011, no retained opinion in 2012, standard

unqualified opinion in 2013.
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6-2. Analysis on Major Financial Ratios for Recent Five Years

6-2-1. Under IFRS
Unit: TWD thousand; %

Year Financial analysis during recent 5 years Upto

Descriptions 2013 2012 2011 2010 2009 2014/02/28
Loans to deposits ratio (%) 80.78 7643 N/A N/A N/A N/A
Overdue loan ratio (%) 0.36 037, N/A N/A N/A N/A
L”;S;e;ttser’;ﬁ; ”(s{,z)m R e of 0.89 091 NA | NA | NA N/A

Operat.ipg Interest income to average balance of loans

Capability ratio (%) 3.24 341 NA N/A N/A N/A
Total assets turnover (times) 0.02 0.02| NA N/A N/A N/A
Average operating revenue per employee 2,224 2,051 N/A N/A N/A N/A
Average earnings per employee 430 1721  N/A N/A N/A N/A
Return on first capital type assets (%) 10.26 4931 N/A N/A N/A N/A
ROA (%) 0.38 0.16| N/A N/A N/A N/A
Profitability | ROE (%) 8.54 3.75| N/A N/A N/A N/A
Net income ratio (%) 19.33 840 N/A N/A N/A N/A
EPS (loss) 1.10 046| N/A N/A N/A N/A
Financial | Ratio of liabilities to assets 95.19 95.83| N/A N/A N/A N/A
structure | Ratio of fix assets to shareholder’s equity 2157 2574  N/A N/A N/A N/A
Growth | Asset growth rate (%) 3.85 410] N/A N/A N/A N/A
Rate | Profitability growth rate (%) 127.47 N/A N/A N/A N/A N/A
Cash flow ratio -191.16 -336.18| N/A N/A N/A N/A
Cash flow Cash flow adequacy ratio N/A N/A N/A N/A N/A N/A
erZ‘:]°ir?\f/::ﬁS:gﬂ°W foroperatingtocashflow | a7 a3l 464ga84] NA | NA | NA N/A
Liquid Reserves Ratio (%) 16.40 20.07| N/A N/A N/A N/A
Secured Loans to Related Parties 747,910 685,456 N/A N/A N/A N/A
fs:;;egai;agz )to Related Parties to Total Outstanding 0.74 074 NA N/A N/A N/A
Market share of assets (%) 0.23 0.24] NIA N/A N/A N/A
Operation | Market share of net worth (%) 0.15 013 NA N/A N/A N/A
Scale | Market share of deposits (%) 045 046/ N/A N/A N/A N/A
Market share of loan (%) 0.46 043 N/A N/A N/A N/A

Please explain the recent two year each financial ratio change reason (If the fluctuation change has not reached 20% to exempt the analysis)

1. Average profit per employee, first class return on capital, return on assets, return on equity, net profit margin, earnings per share, the rate of growth rate, the cash
turnover, cash flow coverage ratio ... change has not reached 20% to exempt the analysis because Implementation evaluation Impairment of individual assets,
Recognition Impairment of Assets and Reversal gains.
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Note:

—_

. Operating ability
(1) Ratio of loans to deposits = Total loans / deposits
(2) Ratio of overdue = (Loans Overdue + Other Overdue) / Total Loans
(3) Ratio of interest Cost to Annual Average Deposits = interest Cost /Annual Average Deposits
(4) Ratio of interest income to Annual Average Loans Outstanding =
Interest Income / Annual Average Loans Outstanding
(5) Total Assets Turnover = Net Operating Revenue / Total Assets
(6) Average Operation Revenue per Employee = Net Operating Revenue / Number of Employees
(7) Average Profit per Employee = After-tax Income / Total Number of Employees

2. Profitability
(1) Return on Tier | Capital = Pretax Earnings or Losses / Total Average Tier | Capital
(2) Return on Assets = Net Income / Average of Total Assets
(3) Return on Shareholders’ Equity = Net income / Average of Total Shareholders’ Equities
(4) Ratio of Net Income = Net Income / Total Revenue
(5) Earning per Share = (Net Income — Preferred stock Dividend) /Average Weighted Outstanding Stock

3. Financial Structure
(1) Ratio of Liabilities to Assets = Liabilities / Total Assets
(2) Ratio of Fix Assets to Shareholders’ Equity = Fix Assets / Shareholders’ Equities

4. Growth Rate
(1) Asset Growth Rate = (Total Assets of the Year-Total Assets of Previous Year)/Total Assets of Previous Year
(2) Profit Growth Rate=(Pretax Earnings or Losses of the Year-Before-tax Earnings or Losses of Previous Year)/ Pretax Earnings
or Losses of Previous Year

5. Cash Flow

(1) Ratio of Cash Flow= Net cash flow from business activities /(call loans and overdrafts from banks + commercial paper payable
+financial liabilities measured at fair value through profit or loss + bonds and bills sold under repurchase agreement + current
portion of payables)

(2) Ratio of Net Cash Flow Adequacy = Net cash flow from business activities for the past five years/ (capital expenditures + cash
dividends) for the past five years

(3) Ratio of Cash Flow for operating to cash flow from investing = Net cash flow from business activities/ Net cash flow from
investing activities

6. Liquidity Reserves Ratio= Liquid Assets Stipulated by CBC/Reserves Appropriated for various Types of Deposits

7. Operating Scale

(1) Market Share of Asset= Total Asset/Total Asset of the major financial institutions
2) Market Share of Net Worth= Net Worth/Total Asset of the major financial institutions
3) Market Share of Deposit= Total Deposit/Total Asset of the major financial institutions
4) Market Share of Loan= Total Loan/Total Asset of the major financial institutions

(
(
(
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Unit: TWD thousand; %

Year Capital Adequacy Ratio of Recent Five Year Upto
Items 2013 2012 2011 2010 2009 2014/02/28
Common equity 5,996,666 N/A N/A N/A N/A N/A
o Othgr non-common equity of Tier | i N/A N/A N/A N/A N/A
Capital
Capital

Tier | Capital 2,167,578 N/A N/A N/A N/A N/A
Net Capital Base 8,164,244 N/A N/A N/A N/A N/A
Racarized 72125004|  N/A NA | NA | NA N/A

Approach
Credit Risk | Internal-rating-based ) N/A N/A N/A N/A N/A

Approach
Securitization - N/A N/A N/A N/A N/A
R o - N/A NA | NA | NA N/A

Approach

. Standardized

g ;‘i’;'(ghted Operational | Approach / Altemative | 4,209,427  NIA NA | NA | NA N/A

e Risk Approach

Advanced
Measurement - N/A N/A N/A N/A N/A

Approach
jaeerdi=ed 2,098,803  NIA NA | NA | NA N/A

Approach

Market Risk

) 1od N/A NA | NA | NA N/A

Approach
Total Risk-weighted Assets 78,433,234 N/A N/A N/A N/A N/A
Capital Adequacy Ratio 10.41 N/A N/A N/A N/A N/A
Tier | Capital to Risk Assets Ratio 7.65 N/A N/A N/A N/A N/A
Common equity to Risk Assets Ratio 7.65 N/A N/A N/A N/A N/A
Leverage rate 3.94 N/A N/A N/A N/A N/A

Note:

1. Net Capital Base = Common equity + Other non-common equity

of Tier | Capital +Tier Il Capital

2. Total Weighted Risk Asset = Credit Risk Weighted Risk Asset +
(Operational Risk + Market Risk) Capital Requirement x 12.5

3. Capital Adequacy Ratio = Net Capital Base / Total Risk Asset

4. Ratio of Tier | Capital to Risk Asset = (Common equity + Other
non-common equity of Tier | Capital) / Total Risk Asset

5. Common equity to Risk Assets Ratio = Common equity / Total
Risk Asset

6. Leverage rate = Net Tier | Capital / Total risk exposure
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Unit: TWD thousand; %

6-2-2. Under ROC GAAP

Year Financial analysis during recent 5 years Up to

Descriptions 2013 2012 2011 2010 2009 2014/02/28
Loans to deposits ratio (%) 80.77 76.42| N/A N/A N/A N/A
Overdue loan ratio (%) 0.36 0.37| N/A N/A N/A N/A
eestepense Daverage bce ol | gg0  0gt NA | NA | NA | NA
gzs;::)tiilrilg llg;e;r:?; :ir:)cz)z)e to average balance of 394 341l NA N/A N/A N/A
Total assets turnover (times) 0.02 0.02] N/A N/A N/A N/A
zrvn‘:i?/ee:peratmg P 2216] 2032 NA | NA | NA N/A
Average earnings per employee 434 174]  N/A N/A N/A N/A
Return on first capital type assets (%) 10.21 487 N/A N/A N/A N/A
ROA (%) 0.38 016, N/A N/A N/A N/A
Profitability | ROE (%) 8.54 375 N/A N/A N/A N/A
Net income ratio (%) 19.59 854 NIA N/A N/A N/A
EPS (loss) 1.10 046 N/A N/A N/A N/A
S Ratio of liabilities to assets 95.19 95.83| N/A N/A N/A N/A
structure Ratip of fix assets to shareholder’s 9157 2574  NIA N/A N/A N/A

equity

Growth Asset growth rate (%) 3.84 4111 NA N/A N/A N/A
Rate Profitability growth rate (%) 129.07 N/A N/A N/A N/A N/A
Cash flow ratio -191.02 -336.01| N/A N/A N/A N/A
Cash flow Cash flow adequacy ratio N/A N/A N/A N/A N/A N/A
;{:xﬁrgxf::ezmgfm operatingtocash | g 14317 1672606] NA | NA | NA N/A
Liquid Reserves Ratio (%) 16.40 20.07| N/A N/A N/A N/A
Secured Loans to Related Parties 747,910 685,456 N/A N/A N/A N/A
fg;::;e;al_t;agz )to Related Parties to Total Outstanding 0.74 074 NA N/A N/A N/A
Market share of assets (%) 0.23 024 N/A N/A N/A N/A
Operation | Market share of net worth (%) 0.15 0.13] N/A N/A N/A N/A
Scale Market share of deposits (%) 0.45 046 N/A N/A N/A N/A
Market share of loan (%) 0.46 043| N/A N/A N/A N/A

Please explain the recent two year each financial ratio change reason (If the fluctuation change has not reached 20% to exempt the analysis)

1. Average profit per employee, first class return on capital, return on assets, return on equity, net profit margin, earnings per share, the rate of growth rate, the cash
turnover, cash flow coverage ratio ... change has not reached 20% to exempt the analysis because Implementation evaluation Impairment of individual assets,
Recognition Impairment of Assets and Reversal gains.
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A

Note:

—_

. Operating ability
(1) Ratio of loans to deposits = Total loans / deposits
(2) Ratio of overdue = (Loans Overdue + Other Overdue) / Total Loans
(3) Ratio of interest Cost to Annual Average Deposits = interest Cost /Annual Average Deposits
(4) Ratio of interest income to Annual Average Loans Outstanding =
Interest Income / Annual Average Loans Outstanding
(5) Total Assets Turnover = Net Operating Revenue / Total Assets
(6) Average Operation Revenue per Employee = Net Operating Revenue / Number of Employees
(7) Average Profit per Employee = After-tax Income / Total Number of Employees

2. Profitability
(1) Return on Tier | Capital = Pretax Earnings or Losses / Total Average Tier | Capital
(2) Return on Assets = Net Income / Average of Total Assets
(3) Return on Shareholders’ Equity = Net income / Average of Total Shareholders’ Equities
(4) Ratio of Net Income = Net Income / Total Revenue
(5) Earning per Share = (Net Income — Preferred stock Dividend) /Average Weighted Outstanding Stock

3. Financial Structure
(1) Ratio of Liabilities to Assets = Liabilities / Total Assets
(2) Ratio of Fix Assets to Shareholders’ Equity = Fix Assets / Shareholders’ Equities

4. Growth Rate
(1) Asset Growth Rate = (Total Assets of the Year-Total Assets of Previous Year)/Total Assets of Previous Year
(2) Profit Growth Rate=(Pretax Earnings or Losses of the Year-Before-tax Earnings or Losses of Previous Year)/ Pretax Earnings
or Losses of Previous Year

5. Cash Flow
(1) Ratio of Cash Flow= Net cash flow from business activities /(call loans and overdrafts from banks + commercial paper payable
+financial liabilities measured at fair value through profit or loss + bonds and bills sold under repurchase agreement + current
portion of payables)
(2) Ratio of Net Cash Flow Adequacy = Net cash flow from business activities for the past five years/ (capital expenditures + cash
dividends) for the past five years
(3) Ratio of Cash Flow for operating to cash flow from investing = Net cash flow from business activities/ Net cash flow from
investing activities
6. Liquidity Reserves Ratio= Liquid Assets Stipulated by CBC/Reserves Appropriated for various Types of Deposits
7. Operating Scale
(1) Market Share of Asset= Total Asset/Total Asset of the major financial institutions
2) Market Share of Net Worth= Net Worth/Total Asset of the major financial institutions

(2)
(3) Market Share of Deposit= Total Deposit/Total Asset of the major financial institutions
(4) Market Share of Loan= Total Loan/Total Asset of the major financial institutions
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Unit: TWD thousand; %

Year Capital Adequacy Ratio of Recent Five Year Upto
Items 2013 2012 2011 2010 2009 2014/02/28
Common equity 5,996,666 N/A N/A N/A N/A N/A
o Oth(—?‘l’ non-common equity of Tier | i N/A N/A N/A N/A N/A
Capital
Capital
Tier | Capital 2,167,578 N/A N/A N/A N/A N/A
Net Capital Base 8,164,244 N/A N/A N/A N/A N/A
S 72125004 NA NA | NA | NA N/A
Approach
Credit Risk | Internal-rating-based ) N/A N/A N/A N/A N/A
Approach
Securitization - N/A N/A N/A N/A N/A
gl - NA | NA | NA | NA | NA
Approach
. Standardized
L ghted | Approach / Altemative | 4,209427|  NIA NA | NA | NA N/A
Risk Operational Risk
Approach
Assets
Advanced
Measurement - N/A N/A N/A N/A N/A
Approach
jRgeaczod 2,098,803  NIA NA | NA | NA N/A
Approach
Market Risk
e 1ocel N/A NA | NA | NA N/A
Approach
Total Risk-weighted Assets 78,433,234 N/A N/A N/A N/A N/A
Capital Adequacy Ratio 10.41 N/A N/A N/A N/A N/A
Tier | Capital to Risk Assets Ratio 7.65 N/A N/A N/A N/A N/A
Common equity to Risk Assets Ratio 7.65 N/A N/A N/A N/A N/A
Leverage rate 3.94 N/A N/A N/A N/A N/A
Note:

1. Net Capital Base = Common equity + Other non-common equity
of Tier | Capital +Tier Il Capital

2. Total Weighted Risk Asset = Credit Risk Weighted Risk Asset +
(Operational Risk + Market Risk) Capital Requirement x 12.5

3. Capital Adequacy Ratio = Net Capital Base / Total Risk Asset

4. Ratio of Tier | Capital to Risk Asset = (Common equity + Other
non-common equity of Tier | Capital) / Total Risk Asset

5. Common equity to Risk Assets Ratio = Common equity / Total
Risk Asset

6. Leverage rate = Net Tier | Capital / Total risk exposure
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6-2-3. Under ROC GAAP
Unit: TWD thousand; %

Year Financial analysis during recent 5 years Up to
Descriptions 2013 2012 2011 2010 2009  2014/02/28

Loans to deposits ratio (%) N/A N/A 72.67 80.19 75.76 N/A

Overdue loan ratio (%) N/A N/A 0.43 0.82 213 N/A

leestegonse Daveragebalce ol |y | na | am|  omr| 108 NA

gzsgfl'l'l‘tg :Q;ir:f;;m;:)e toaverage balance of |\ \p 3.38 3.02 309 | NA

Total assets turnover (times) N/A N/A 0.02 0.02 0.02 N/A

‘e\r‘;‘zli?/z;perating R P NA | NA 2782 | 2651 2623 | NIA

Average earnings per employee N/A N/A 171 86 28 N/A

Return on first capital type assets (%) N/A N/A 4.46 2.99 1.42 N/A

ROA (%) N/A N/A 0.16 0.08 0.03 N/A

Profitability | ROE (%) N/A N/A 3.63 1.88 0.67 N/A

Net income ratio (%) N/A N/A 9.14 472 1.75 N/A

EPS (loss) N/A N/A 0.46 0.24 0.08 N/A

S Ratio of liabilities to assets N/A N/A 95.55 95.53 95.71 N/A

structure Ratip of fix assets to shareholder’s N/A N/A 2204 2151 9793 N/A
equity

Growth Asset growth rate (%) N/A N/A 4.96 6.17 3.03 N/A

Rate Profitability growth rate (%) N/A N/A 60.80 124.75 108.82 N/A

Cash flow ratio N/A N/A -63.68 114.37 231.68 N/A

Cash flow Cash flow adequacy ratio N/A N/A 1,369.46 | 1,504.76 | 1,074.23 N/A

E:Vﬂ‘;rgfn:‘?::efs'g:’gfor operating tocash | a4 852 (1280)| (24.11)| N/A

Liquid Reserves Ratio (%) N/A N/A 23.01 17.55 22.24 N/A

Secured Loans to Related Parties N/A N/A 690,764 | 714,937 | 825,449 N/A

f:ac:;esal_tic;a(rlz)to Related Parties to Total Outstanding N/A N/A 0.80 0.82 106 N/A

Market share of assets (%) N/A N/A 0.27 0.27 0.26 N/A

Operation | Market share of net worth (%) N/A N/A 0.21 0.20 0.22 N/A

Scale Market share of deposits (%) N/A N/A 0.35 0.39 0.36 N/A

Market share of loan (%) N/A N/A 0.43 0.41 0.43 N/A
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Note:

—_

. Operating ability
(1) Ratio of loans to deposits = Total loans / deposits
(2) Ratio of overdue = (Loans Overdue + Other Overdue) / Total Loans
(3) Ratio of interest Cost to Annual Average Deposits = interest Cost /Annual Average Deposits
(4) Ratio of interest income to Annual Average Loans Outstanding =
Interest Income / Annual Average Loans Outstanding
(5) Total Assets Turnover = Net Operating Revenue / Total Assets
(6) Average Operation Revenue per Employee = Net Operating Revenue / Number of Employees
(7) Average Profit per Employee = After-tax Income / Total Number of Employees

2. Profitability
(1) Return on Tier | Capital = Pretax Earnings or Losses / Total Average Tier | Capital
(2) Return on Assets = Net Income / Average of Total Assets
(3) Return on Shareholders’ Equity = Net income / Average of Total Shareholders’ Equities
(4) Ratio of Net Income = Net Income / Total Revenue
(5) Earning per Share = (Net Income — Preferred stock Dividend) /Average Weighted Outstanding Stock

3. Financial Structure
(1) Ratio of Liabilities to Assets = Liabilities / Total Assets
(2) Ratio of Fix Assets to Shareholders’ Equity = Fix Assets / Shareholders’ Equities

4. Growth Rate
(1) Asset Growth Rate = (Total Assets of the Year-Total Assets of Previous Year)/Total Assets of Previous Year
(2) Profit Growth Rate=(Pretax Earnings or Losses of the Year-Before-tax Earnings or Losses of Previous Year)/ Pretax Earnings
or Losses of Previous Year

5. Cash Flow

(1) Ratio of Cash Flow= Net cash flow from business activities /(call loans and overdrafts from banks + commercial paper payable
+financial liabilities measured at fair value through profit or loss + bonds and bills sold under repurchase agreement + current
portion of payables)

(2) Ratio of Net Cash Flow Adequacy = Net cash flow from business activities for the past five years/ (capital expenditures + cash
dividends) for the past five years

(3) Ratio of Cash Flow for operating to cash flow from investing = Net cash flow from business activities/ Net cash flow from
investing activities

6. Liquidity Reserves Ratio= Liquid Assets Stipulated by CBC/Reserves Appropriated for various Types of Deposits
7. Operating Scale
(1) Market Share of Asset= Total Asset/Total Asset of the major financial institutions
2) Market Share of Net Worth= Net Worth/Total Asset of the major financial institutions
3) Market Share of Deposit= Total Deposit/Total Asset of the major financial institutions
4) Market Share of Loan= Total Loan/Total Asset of the major financial institutions

(
(
(
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Unit: TWD thousand; %

Year Capital Adequacy Ratio of Recent Five Year Upto
Items 2013 2012 2011 2010 2009  2014/02/28

Common Stocks N/A 4,247,338 | 4,180,451| 4,180,451 | 3,680,451 N/A
Non-cumulative Perpetual Preferred N/A i ) ) ) N/A
Stocks
Non-Cumulative Subordinated Debts
Without Maturity Dates NIA ) ’ ’ ) NIA
Advanced Receipts For Capital N/A i ) ) ) N/A

Stocks

Capital Surplus(apart from fixed

» N/A 884,333 | 884,299| 884,299 878,099 N/A
asset appreciation surplus)

Tier | |Legal Reserves N/A 94,717 37,043 9,303 - N/A

Capital | special Reserves N/A - - - - N/A
Retained Earnings N/A 210,283 194,628 92,827 31,010 N/A

Minority Interests N/A - - - - N/A

Other of Equity N/A -85,974 -46,119 -82,682 124 N/A

Minus: Goodwill N/A 102,289| 102,289 102,289 | 154,027 N/A

I\él;:;;::cl)_r; s::1Smort|zat|on of NPL N/A ) ) ) ) N/A

Minus: Others N/A 92,969 88,095 97,299 95,711 N/A

Net Total Tier | N/A 5,155,440| 5,059,918 | 4,884,610 | 4,339,946 N/A

Capital Perpetual Cumulative Preferred

Stocks N/A - - - - N/A

Frn vl I I I IR I

Fixed Asset Appreciation Surplus N/A 138,763 | 138,763 67,294 67,294 N/A
iiZ"et"Sfll:'X\f;'I':sg _Cfif‘ri_r;;‘;ﬁ”a”da' NIA 47730 1217) 10080 10921  NAA

Convertible Bonds N/A - - - - N/A

Bl ervesand Loan Loss il 901,850| 681324 555830  98404| N/A

Tier I Provision
Capital | Long-term Subordinated Debts N/A 1,500,000 | 1,500,000| 1,500,000 1,500,000 N/A
Non-perpetual Preferred Stocks N/A - - - - N/A

The Average of Non-cumulative
Perpetual Preferred Stocks and
Non-cumulative Subordinated Debts | N/A - - - - N/A
Without a Maturity Date Exceed 15%
of Total Tier | Capital

Minus: Others N/A 92,969 88,095 97,299 95,710 N/A
Total Tier Il N/A 2,452,416| 2,243,209 | 2,978,210 | 2,250,882 N/A
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Year Capital Adequacy Ratio of Recent Five Year Upto
Items 2013 2012 2011 2010 2009 ~ 2014/02/28

. Short-term Subordinated Debts N/A - - - - N/A
(Ifgitl;ll Non-perpetual Preferred Stocks N/A - - - - N/A
Total Tier Il N/A - - - - N/A

Net Capital N/A 7,607,856 | 7,303,127 | 7,862,820 | 6,590,828
] Standardized Approach N/A  |65,405,914 | 58,605,855 | 58,608,437 | 52,781,703 N/A
Cé;j('t Internal-rating-based Approach N/A - - - - N/A
Securitization N/A 1,924 5,793 3,096 13,977 N/A
Il Basic Indicator Approach N/A 3,941,879| 3,633,837 | 3,202,718 | 3,244,938 N/A
Weighted Opergtional Standardized Approach / Alternative N/A i ) ) ) N/A

Risk | Risk |Approach

Assets Advanced Measurement Approach N/A - - - - N/A
Market | Standardized Approach N/A 2,797,863 | 2,533,448 | 1,745,162 | 1,938,363 N/A
Risk | Internal Model Approach N/A - - - - N/A
Total Risk-weighted Assets N/A | 72,147,580 | 64,778,933 | 63,559,413 | 57,978,981 N/A
Capital Adequacy Ratio N/A 10.54 11.27 12.37 11.37 N/A
Tier | Capital to Risk Assets Ratio N/A 7.14 7.81 7.69 749 N/A
Tier Il Capital to Risk Assets Ratio N/A 3.40 3.46 4.68 3.88 N/A
Tier lll Capital to Risk Assets Ratio N/A - - - - N/A
Common Shares Equity to Total Assets Ratio N/A 3.36 3.44 3.61 3.37 N/A-

2013: (Not applicable)

Note:

1. Net Capital Base = Tier | Capital +Tier Il Capital + Tier Il Capital

2. Total Weighted Risk Asset = Credit Risk Weighted Risk Asset + (Operational Risk + Market Risk) Capital Requirement x 12.5
3. Capital Adequacy Ratio = Net Capital Base / Total Risk Asset

4. Ratio of Tier | Capital to Risk Asset = Tier | Capital / Total Risk Asset

5. Ratio of Tier Il Capital to Risk Asset = Tier Il Capital / Total Risk Asset

6. Ratio of Tier lll Capital to Risk Asset = Tier Il Capital / Total Risk Asset

7. Ratio of Common Share Equity to Total Asset = Common Share Equity / Total Asset
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6-3. Supervisors’ Audit Report for Latest Year
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COTA Commercial Bank Co., Ltd.,
Supervisor’s Audit Report for Year 2012

March 18, 2014
To: Shareholders’ General Meeting of Year 2014

The Business Report, Financial Statement, Consolidated Financial Statement and
Earning Distribution of fiscal year 2013, worked out and submitted by COTA Bank board
of directors have been duly audited by KPMG Certified Public Accountants, and further
verified by us. This Report duly submitted in accordance with Article 219 of the Company
Law.

Standing Supervisor : Lien- Kui Wang

Supervisor . Yao-Ting Li
Supervisor . Yong-Zhi Wang
Supervisor . Zhuang-Tai Wang
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Independent Auditors’ Report

The Board of Directors
COTA Commercial Bank Co., Ltd.:

We have audited the accompanying consolidated balance sheets of COTA Commercial Bank Co.,
Ltd. (the Company) and its subsidiary as of December 31, 2013 and 2012, January 1 of 2012, and
the related consolidated statements of income, changes in consolidated stockholders’ equity and
consolidated cash flows for the years then ended. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards and the
Republic of China Guidelines for Certified Public Accountants’ Examinations and Reports
on Financial Statements for Financial Institutions. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of COTA Commercial Bank Co., Ltd. and its subsidiary
as of December 31, 2013 and 2012 and January 1 2012, along with its consolidated financial
performance and cash flow for years ended December 31, 2013 and 2012, in conformity with the
“Guidelines Governing the Preparation of Financial Reports by Banks” and International Financial
Reporting Standards (IFRS), International Accounting Standards, International Financial Reporting
Interpretations Committee Interpretations, and Standing Interpretations Committee Interpretations
accepted by the Financial Supervisory Commission.

kpma

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

The auditors’ report and the accompanying financial statements are the English translation of the Chinese
version prepared and used in the Republic of China. If there is any conflict between, or any difference in the
interpretation of, the English and Chinese language auditors’ report and financial statements, the Chinese
version shall prevail.
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COTA Commercial Bank Co., Ltd.
Consolidated Statements of Comprehensive Income
For the Years Ended December 31, 2013 and 2012

(expressed in thousands of New Taiwan Dollars)

2013 2012 %
Amount % Amount % Change
Interest income (note 26) $ 3,133,722 122 3,053,476 130 3
Less: Interest expense (note 26) 1,065,136 41 1,044,144 44 2
Net interest income 2,068,586 81 2,009,332 86 3
Non-interest income, net
Service fees income, net (note 27) 236,041 9 240,576 10 1
Gain on financial assets or liabilities measured at fair value through profit
and loss (note 28) 79,047 3 46,833 2 69
Realized gain on available-for-sale financial assets 29 - 13,799 - (99)
Realized gain on held-to-maturity financial assets - - 1,034 - (100)
Foreign exchange gains (loss), net 17,240 - (1,305) - 1,421
Gain on reversal of impairment loss 145,327 6 - - -
Other non-interest income, net (note 29) 18,097 1 33,853 2 (47)
Net revenue 2,564,367 100 2,344 122 100 10
Provisions for bad debt expenses and guarantee reserve (Note10) 402,713 16 503,331 21 (20)
Operating expense:
Personnel expenses (notes 22 and 30) 1,141,633 45 1,153,331 49 (1
Depreciation and amortization expenses (note 31) 36,636 1 42,997 2 (15)
Other general and administrative expense (note 32) 411,025 16 392,840 17 5
1,589,294 62 1,589,168 68 -
Net Income Before Tax 572,360 22 251,623 1 127
Less: Income tax expenses (note 23) (76,608) (3) (54,748) 2) (40)
Net Income 495,752 19 196,875 9 152
Other comprehensive income:
Exchange differences of overseas subsidiaries’ financial reports translation 6 - (14) - 143
Unrealized losses on available-for-sale financial instruments (4,038) - (14,321) - 72
Actuarial gains and losses on Defined benefit plans 25,596 1 (60,880) 3) 142
Less: Income tax related to components of other comprehensive income
(note 23) (4,351) - 10,345 - (142)
Other comprehensive income, net of tax 17,213 1 (64,870) (3) 128
Total Comprehensive Income $ 512,965 20 132,005 6 289
Earning per share (in NTD) (note 25)
Basic earning per share $ 1.10 0.46
Diluted earning per share $ 1.10 0.45
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COTA Commercial Bank Co., Ltd.
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2013 and 2012

(expressed in thousands of New Taiwan Dollars)

2013 2012

Cash Flows from Operating Activities:
Net Income Before Tax $ 572,360 251,623
Adjustments to Reconcile Net Income Before Tax to Net Cash Provided by Operating Activities:
Income and expense items with no effect on cash flows

Depreciation expenses 34,378 40,972
Amortization expenses 2,258 2,025
Provision for bad debt expenses 399,713 502,331
Interest expenses 1,065,136 1,044,144
Interest income (3,133,722) (3,053,476)
Dividends earned (11,582) (10,717)
change of provisions for bad debt expenses and guarantee reserve 3,000 (5,047)
Losses on disposal and retirement of premises and equipment 85 (1,689)
Gains on reversal of impairment loss on non-financial assets (145,327) -
Cost of employee stock option 8,224 -
Subtotal of income and expense items with no effect on cash flows (1,777,837) (1,481,457)

Changes in Operating Assets and Liabilities:
Net Changes in Operating Assets:

Increase in due from Central Bank and call loans to banks (224,689) (244,251)
Decrease (Increase) in financial assets measured at fair value through profit or loss 330,189 (403,468)
Decrease (Increase) in Securities purchased under resell agreements 949,389 (1,049,286)
Decrease (Increase) in receivables (48,456) 39,436
Increase in discounts and loans (8,658,695) (6,242,959)
Decrease in available-for-sale financial assets 356,181 8,463
Decrease (Increase) in held-to-maturity financial assets 988,029 (2,306,240)
Decrease in other financial assets 23,425 2,333
Decrease in other assets 7,777 6,209
Net Changes in Operating Liabilities:
Increase in deposits from Central Bank and banks (537,913) 422,088
(Decrease) Increase in financial liabilities measured at fair value through profit or loss (1,544) 1,781
Increase in payables 22,548 88,644
Increase in deposits and remittances 4,400,542 4,394,666
(Decrease) Increase in provisions for employee benefits (31,530) 16,361
Increase in other liabilities 64,208 (136,893)
Cash Used in Operating Activities (3,566,016) (6,632,950)
Interest received 3,170,192 3,035,166
Interest paid (1,080,512) (1,040,444)
Dividends received 11,582 10,717
Income tax (paid) received (133,307) 27,745
Net Cash Used in Operating Activities (1,598,061) (4,599,766)
Cash Flows from Investing Activities:
Purchase of property and equipment (40,803) (15,235)
Disposal of property and equipment 643 1,758
Purchase of intangible assets (1,204) (1,821)
Decrease (Increase) in other assets 8,328 (12,605)
Net Cash Used in Investing Activities (33,036) (27,903)
Cash Flows from Financing Activities:
Issuance of common stock for cash 600,000 -
Donated capital 32 34
Payment of cash dividends (72,205) (66,887)
Net Cash Provided by (Used in) Financing Activities 527,827 (66,853)
Effect of exchange rate changes on cash and cash equivalents 6 (14)
Net Decrease in Cash and Cash Equivalents (1,103,264) (4,694,536)
Cash and Cash Equivalents, at the Beginning of the Period 21,537,967 26,232,503
Cash and Cash Equivalents, at the End of the Period $ 20,434,703 21,537,967
Components of cash and cash equivalents:
Cash and cash equivalents recognized in the balance sheet $ 1,568,318 1,362,620
Due from Central Bank and call loans to banks which meet IAS 7 definition of cash and cash equivalents 18,866,385 20,175,347
Cash and Cash Equivalents, at the End of the Period $ 20,434,703 21,537,967
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COTA Commercial Bank Co., Ltd.
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

(expressed in thousands of NTD, unless otherwise stated)

1. Organization and operations

COTA Commercial Bank Co., Ltd. (the Company) was established in 1915 as a credit cooperative. Effective from January 1,
1999, the Company changed its status to commercial bank and its name to COTA Commercial Bank Co., Ltd. in accordance with
the Company Law and the Banking Law. Pursuant to a stockholders’ resolution on September 17, 2005 and as approved by the
regulatory authorities, the Company merged Fengyuan Credit Cooperative on January 1, 2006. The Company currently has 26
domestic branches and one offshore banking unit.

The Company is engaged in:

m Receiving deposits, extending loans, investing in bills and bonds, processing funds remittance, acceptances and
guarantees, issuing letters of credit and providing other agency business (except for issuing foreign letters of credit
and providing foreign guarantees);

m Buying and selling foreign currencies and traveler’s checks;

m Credit card related services;

® Trust and fiduciary services;

m Foreign exchange service as authorized by the Central Bank;

m Commercial banking business related to international trade

2. Approval Date and procedures of the financial reports

The financial reports were presented to the board of directors on March 11, 2014.

3. New standards and interpretations

(a) Newly issued and revised accounting standards and interpretations accepted by the Financial Supervisory
Commission (FSC) and not yet adopted In November 2009 International Accounting Standards Board (IASB) issued
IFRS 9 - “Financial Instruments”, effective January 1, 2013. (In December 2011, IASB postponed the effective date
until January 1, 2015.) The FSC has accepted IFRS 9, but the standard cannot be adopted ahead of time. The 2009
version of IAS 39 - “Financial Instruments” should be adopted instead. The classification and measurement of
financial instruments are expected to be changed when IFRS 9 is adopted by the banks.

(b) Newly issued and revised accounting standards and interpretations not yet accepted by the FSC Listed below are the

accounting standards and interpretations newly issued or revised by IASB and of likely relevance to the Company
but not yet accepted by the FSC. Neither has the FSC announced the effective dates.
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COTA Commercial Bank Co., Ltd.
Notes to Consolidated Financial Statements (Continued)
(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

New standards and Effective dates
Issue date amendments Description per IASB
May 12, 2011 * IFRS 10 Consolidated » On May 12, 2011, a series of new standards and January 1, 2013
June 28, 2012 Financial Statements revisions related to consolidation, associates, and joint
* IFRS 12 Disclosure of ventures were issued. They provide a control model by
Interests in Other Entities which to judge and analyze whether an investor has
» Amended IAS 27 Separate control of the investee, including a special purpose entity,
Financial Statements while the consolidation process remains unchanged.
» Amended IAS 28 Investments | » On June 28, 2012, amendments were issued to
in Associates and Joint elaborate on the transitional rules of those standards
Ventures
May 12, 2011 * IFRS 13 Fair Value Other standards will be replaced by IFRS 13, to January 1, 2013
Measurement consolidate fair value measurement of financial and non-
financial items in one standard.
June 16, 2011 * Amended IAS 1 Presentation | Other comprehensive income items that can be July 1, 2012
of Financial Statements reclassified to profit or loss and that cannot should be
presented separately.
June 16, 2011 * Amended IAS 19 Employee | Mainly to eliminate corridor method. Employers are no January 1, 2013
Benefits longer allowed to recognize in profit and loss all changes

in defined benefits obligation and plan assets. Past
service cost should no longer be amortized and should be
recognized in profit and loss immediately.

November 19, 2013 | Amended IAS 9 Financial Applies more principle-based regulations so the hedge Uncomfirmed,
instrument accounting method represents risk management more early adoption
closely. This includes amending , achieving, continuing is permitted.

and discontinuing the regulations of hedge accounting in
order to make

more types of risk exposure eligible for hedge items. If the
aforementioned regulation is applied,

the group may increase its hedge accounting transaction,
and change the measurement used for hedge instruments
and hedge items.

4. Summary of significant accounting policies

Significant accounting policies adopted in the financial reports are summarized as below. Unless stated otherwise, they apply
consistently to all presentation periods in the financial reports and opening IFRS balance sheet as of January 1, 2012, prepared
for the purpose of conversion to IFRSs accepted by the FSC.

(a) Assertion of compliance
The consolidated financial reports were prepared in accordance with the Regulations Governing the Preparation of Financial
Reports by Public Banks, the Regulations Governing the Preparation of Financial Reports by Securities Firms, the Regulations

Governing the Preparation of Financial Reports by Futures Commission Merchants and International Financial Reporting
Standards accepted by the FSC.
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COTA Commercial Bank Co., Ltd.
Notes to Consolidated Financial Statements (Continued)
(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

The consolidated financial reports are included in the period covered by the consolidated annual financial reports prepared
following Regulations Governing the Preparation of Financial Reports and IFRSs accepted by the FSC, and follow IFRS
1 - “First-time Adoption of IFRSs” as accepted by the FSC. Please refer to Note 43 for information on the impact of the
conversion to IFRSs accepted by the FSC on the financial position, financial performance, and cash flows of the Company
and its subsidiaries.

(b) Basis of preparation
(1) Basis of measurement

The consolidated financial reports have been prepared on a historical cost basis except for the following material items in

the statement of financial position:

(i) Financial instruments measured at fair value through profit or loss (including derivative financial instruments);

(i) Available-for-sale financial assets measured at fair value;

(iii) Defined benefit assets, which are recognized as the net amount of pension plan assets plus unrecognized prior service
cost and unrecognized actuarial losses, minus unrecognized actuarial gains and present value of defined benefit
obligation.

(2) Functional currency

The functional currency of the Bank is the currency of the primary economic environment in which it operates. The
financial reports are presented in New Taiwan Dollars, the functional currency of the Company.

(c) Basis of consolidation
(1) Basis of compilation for consolidated financial reports

The consolidated financial reports encompass the Company itself and controlled entities (the Group). All significant intra-
group transactions are written-off.

(2) Subsidiaries included in the consolidated financial reports

percentage
Name of investor Name of Primary December 31, December 31, January 1,
company Subsidiary Business 2013 2013 2012
COTA Commercial Bank COTA Bank Insurance Property and 100% 100% 100%
Co., Ltd. Brokers Co., Ltd. personal insurance
broker
(d) Foreign Currency

(1) Aforeign currency transaction that is denominated or requires settlement in a foreign currency, shall be recorded, on initial
recognition in the functional currency, by applying to the foreign currency amount the spot exchange rate between the
functional currency and the foreign currency at the date of the transaction.
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(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

(2) At each balance sheet date, foreign currency monetary items shall be translated using the closing rate. Non-monetary
items that are measured in terms of historical cost in a foreign currency shall be translated using the exchange rate at the
date of the transaction.

(3) Foreign currency differences arising on the settlement of a foreign currency transaction are recognised in current profit
or loss. Foreign currency differences arising on the retranslation of monetary items are recognised in profit or loss when
incurred.

(4) The assets and liabilities of offshore banking unit reported in functional currencies are translated into New Taiwan dollars
at the exchange rates prevailing on the balance sheet date, and revenues, costs and expenses are translated at the
rate of exchange prevailing on the date of the transaction. Translation differences resulting from the translation of these
financial statements into New Taiwan Dollars, net of income taxes, are recorded as equity.

When the settlement of a monetary item receivable from or payable to a foreign operation is neither planned nor likely
in the foreseeable future, foreign currency gains and losses arising thereon form part of a net investment in the foreign
operation and are recognized in other comprehensive income, and presented in the exchange differences on translation of
foreign financial statements in equity.

(e) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with maturities of twelve months or less from the
acquisition date that are subject to an insignificant risk of changes in their fair value, and are used by the Group in the
management of its short-term commitments.

Time deposits with maturities of less than one year are used for short-term cash commitments instead of investment and are
subject to an insignificant risk of changes in their fair value, are classified as cash and cash equivalents. Bank overdrafts that
are repayable on demand and form an integral part of the Group’s cash management are included as a component of cash
and cash equivalents for the purpose of the consolidated statement of cash flows

(f) Financial instruments
(I) Financial assets

Financial assets held by the Group are recorded on the trading date. Except for financial instruments classified as held
for trading, other financial instruments are initially recognized at acquiring or issuing cost plus transaction costs. Upon
disposition, the cost of sale of equity securities is determined by the moving-average method, and the cost of sale of debt
securities is determined by the first-in, first-out (FIFO) method.

(i) Financial assets measured at fair value through profit or loss

Financial assets are classified as held for trading if they have been acquired principally for the purpose of selling or
repurchasing in the near term. The derivative financial instruments held by the Group, except for those designated as
hedging instruments, are classified under these accounts. At each balance sheet date, the fair value is remeasured,
and the resulting gain or loss from such remeasurement is recognized in current profit or loss.
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Notes to Consolidated Financial Statements (Continued)
(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

(i) Available-for-sale financial assetsinet

At each balance sheet date, the fair value is remeasured, and the resulting gain or loss from such remeasurement
is recognized directly in other comprehensive income. Interest on a debt instrument classified as available-for-
sale is accrued; the relevant premium/discount is amortized by using the effective-interest-rate method. If there is
objective evidence that an available-for-sale financial asset is impaired, the carrying amount of the asset is reduced,
and impairment loss is recognized. If, in a subsequent period, the amount of the impairment loss of the available-
for-sale equity securities decreases, the impairment loss recognized in profit or loss shall not be reversed through
profit or loss. If, in a subsequent period, the amount of the impairment loss of the available-for-sale debt securities
decreases and the decrease can be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed through profit or loss. The carrying amount after the reversal shall
not exceed the recoverable amount or the depreciated or amortized balance of the assets assuming no impairment
loss was recognized. A gain or loss on available-for-sale financial assets is recognized directly in other comprehensive
income, except for impairment losses and foreign exchange gains or losses arising from monetary financial assets,
until the financial assets are derecognized, at which time the cumulative gain or loss previously recognized in other
comprehensive income is charged to profit or loss.

(iii) Securities under repurchase/reverse repurchase agreements

Securities sold/purchased with a commitment to repurchase/reverse repurchase at predetermined price are treated
as financing transactions. The difference between the cost and the repurchase/reverse repurchase price is treated
as interest expenses/revenue and recognized over the term of the agreement. On the selling/purchasing date, these
agreements are recognized as securities sold under repurchase agreements or securities purchased under reverse
repurchase agreements.

(iv) Loans and receivables

At initial recognition, loans and receivables include incremental direct transaction costs, and the subsequent
measurement recognizes interest revenues through the effective interest method on accrual basis, under which the
loans and receivables are carried at amortized cost less impairment losses. Loans are reclassified as a non-accrual
account if either of the following conditions is met, and interest collected while accruing of interest has been suspended
is included in earnings only to the extent of cash actually received.

. Collection of payment of principal or interest accrued is considered highly unlikely; or

. Payment of principal or interest accrued is over 3 or 6 months past due; or

. Payment of principal, interest accrued and other suspense account of credit card is over 90 days past due.

. the probabilities of the various estimates within the range can be reasonably assessed and used in estimating fair
value. If the range of reasonable fair value estimates is significant and the probabilities of the various estimates
cannot be reasonably assessed, it is not permissible to measure the instrument at fair value; instead, the instrument
shall be carried at cost. fair value; instead, the instrument shall be carried at cost.

OO w >

(v) Debt investments without active markets

The amortized cost and interest income of debt investments without an active market are determined by using the
effective-interest rate method. When there is objective evidence that an impairment loss on financial assets has been
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incurred, impairment loss is recognized. If, in a subsequent period, the amount of the impairment loss decreases and
the decrease can be related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed through profit or loss. The carrying amount after the reversal shall not exceed
the recoverable amount or the depreciated or amortized balance of the assets assuming no impairment loss was
recognized.

(vi) Financial assets initially classified as measured at fair value through profit or loss (other than derivative financial assets
and those designated as assets measured at fair value through profit or loss) may be reclassified into other categories
if those financial assets are no longer held for the purpose of selling and meet the criteria listed below; financial
assets initially classified as available-for-sale that would have met the definition of loans and receivables may be
reclassified out of the available-for-sale category to the loans and receivables. The accounting treatments on the date
of reclassification are summarized as follows:

A. When financial assets initially classified as measured at fair value through profit or loss have met the definition of
loans and receivables and the entity has the intention and ability to hold the financial assets for the foreseeable
future or until maturity, they shall be reclassified at their value on the date of reclassification, which will become their
new cost or amortized cost, as applicable. Any previous gain or loss already recognized in profit or loss shall not be
reversed.

B. Financial assets initially classified as measured at fair value through profit or loss which do not meet the preceding
criterion may be reclassified out of the fair value through profit or loss category only in rare circumstances and shall
be reclassified at their fair value on the date of reclassification, which will become their new cost or amortized cost,
as applicable. Any previous gain or loss already recognized in profit or loss shall not be reversed.

C. When financial assets initially classified as available-for-sale have met the definition of loans and receivables and
the entity has the intention and ability to hold the financial assets for the foreseeable future or until maturity, they
shall be reclassified at their value on the date of reclassification, which will become their new cost or amortized cost,
as applicable.

D. For any previous gain or loss on a financial asset that has been recognized directly under owners’ equity, if the
financial asset has a fixed maturity, the gain or loss shall be amortized to current profit or loss over the remaining
life of the financial asset; if not, the gain or loss remains under owners’ equity.

(vii) Financial asset impairment

If there is an objective evidence that an impairment loss on financial assets has been incurred, the amount of the loss
is recognized and measured as the difference between the asset's carrying amount and the present value of estimated
future cash flows discounted at the financial asset's original effective interest rate; the amount of the loss shall be
recognized in profit or loss in the current period. The estimation of future cash flows includes the recoverable amount
of collateral and related insurance when determining the amount of the loss.

The aforesaid objective evidence includes:

A. Significant financial difficulty of the issuer or obligor;

B. Abreach of contract, such as a default or delinquency in interest or principal payments;

C. The lender, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the borrower a
concession that the lender would not otherwise consider;

D. It becoming probable that the borrower will enter bankruptcy or other financial reorganization;
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(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

E. The disappearance of an active market for that financial asset because of the issuer’s financial difficulties;
F. Adverse changes in the payment status of the borrower; and
G. Changes in national or local economic conditions that correlate with defaults on the assets.

(viii) Derecognition of financial assets

The Group shall derecognize a financial asset when the contractual rights to the cash flows from the financial asset
expire or transfers substantially all the risks and rewards of ownership of the financial assets.

Securities lending agreement or repurchase transactions where bonds or stocks are taken as collateral shall not be
derecognized because the Group have retained substantially all the risks and rewards of ownership. The transaction of
asset backed securitization is applying to such situation when the Bank or its subsidiaries still retained partial risks.

(1) Financial liabilities

The financial liability held by the Group includes a financial liability measured at fair value through profit or loss (including
the instruments designated as at fair value through profit or loss), amortized cost of a financial liability and hedge
derivatives.

(i) Financial liabilities measured at fair value through profit or loss

Afinancial liability is held for trading if it is acquired or incurred principally for the purpose of selling or repurchasing it in
the near term; on initial recognition it is part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit-taking. A derivative, except for a derivative
that is a financial guarantee contract or a designated and effective hedging instrument, is classified as instrument held
for trading as well. Financial liabilities held for trading include obligations to deliver financial assets borrowed by a short
seller.

(if) Amortized cost of a financial liability

Financial liabilities are classified at amortized cost of a financial liability, except for financial liabilities measured at fair
value through profit or loss, hedged derivatives financial liability, financial bonds payable, financial guarantee contracts,
commitments to provide a loan at a below-market interest rate and financial liabilities that arise when a transfer of a
financial asset does not qualify for derecognition or when the continuing involvement approach applies.

(iii) Derecognition of a financial liability

The Group shall remove a financial liability from its statement of financial position when, and only when, it is
extinguished.

(g) Investment property

092

Investment property is a property held either to earn rental income or for capital appreciation or for both, but not for sale in the
ordinary course of business, use in the production or supply of goods or services or for administrative purposes. Investment
property is measured at cost on initial recognition and subsequently at fair value with any change therein recognized in profit
or loss. Cost includes expenditure that is directly attributable to the acquisition of the investment property. The cost of self-
constructed investment property includes the cost of raw materials and direct labor, and any other costs directly attributable to
bringing the investment property to a working condition for their intended use and capitalized borrowing costs.
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When the use of an investment property changes such that it is reclassified as property, plant and equipment, its fair value at
the date of reclassification becomes its cost for subsequent accounting.

(h) Property, plant, and equipment

(I) Recognition and measurement accumulated impairment losses. Cost includes expenditure that is directly attributed to
the acquisition of the asset. The cost of a self-constructed asset comprises material, labor, any cost directly attributable
to bringing the asset to the location and condition necessary for it to be capable of operating in the manner intended by
management, the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is
located, and any borrowing cost that eligible for capitalization. Cost also includes transfers from equity of any gain or loss
on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment. The cost of the software is
capitalized as part of the property, plant and equipment if the purchase of the software is necessary for the property, plant
and equipment to be capable of operating.

The gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the item, and is recognized under net other income
and expenses of profit or loss.

(1) Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits associated with the
expenditure will flow to the Group. The carrying amount of those parts of fixed assets that are replaced is derecognized.
Ongoing repairs and maintenance is expensed as incurred.

() Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in profit or loss on a straight-line
basis over the estimated useful lives of each component of an item of property, plant and equipment. ltems of property,
plant and equipment with the same useful life may be grouped in determining the depreciation charge. The remainder of
the items may be depreciated separately.

Leased assets are depreciated by using straight-line method during the period of expected use, consistent with the
depreciation policy the lessee adopts for depreciable assets that are owned. If there is reasonably certainty that the lessee
will obtain ownership by the end of the lease term, the period of expected use is the useful life of the asset; otherwise, the
asset is depreciated over the shorter of the lease term and its useful life.

Land has an unlimited useful life and therefore is not depreciated.
The estimated useful lives for the current and comparative years of significant items of property, plant and equipment are
as follows:

(1) Buildings: 8 years~80 years

(2) Operating equipment: 1 year~15 years

(3) Transportation equipment: 4 years~10 years

(4) Miscellaneous equipment; 1 year~21 years

(5) The significant portion of buildings and their useful life are as follow:
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Item useful life
Buildings
Main building 60 years~80 years
Premises Renovation 8 years

The depreciation methods, useful lives, and residual values are reviewed at each reporting date. If expectations differ
from the previous estimates, the change is accounted for as a change in an accounting estimate.

(IV) Reclassification to investment property

When the use of an Property, plant, and equipment changes such that it is reclassified as investment property, its book
value at the date of reclassification becomes its cost for subsequent accounting.

(i) Lease

A lease is classified as operating lease if it retains substantially all the risks and rewards of ownership. No matter the
Company and its subsidiary are lessors or lessees, the rent is calculated over the lease term on a straight-line basis and
recorded as rent revenue or rent expense respectively.

(i) Income tax
(1) Computer software

Computer software system expenses, which are recorded on the basis of the actual cost of acquisition, are amortized
using a straight-line method over a period of 3 to 15 years. Its amortization method, useful life and residual value are
referred to the regulation of properties and equipment. The Group use cost model to proceed subsequently measurement.

(2) Goodwill

Goodwill is measured at cost less accumulated impairment losses. Impairment loss on equity investment in investees
accounted for under the equity method is not allocated to any asset, including goodwill that forms part of the carrying
amount of such investment.

(k) Impairment of non-financial assets

The carrying amounts of the Group’s non-financial assets, other than assets arising from construction contracts, deferred tax
assets, and assets arising from employee benefits, are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. If it is not possible
to determine the recoverable amount (fair value less cost to sell and value in use) for the individual asset, then the Group
determine the recoverable amount for the asset’s cash-generating unit (CGU).

The recoverable amount for individual asset or a cash-generating unit is the higher of its fair value less costs to sell and its
value in use. The excess of carrying amount of the asset over its recoverable amount is recognized as an impairment loss
which is charged to profit or loss.

An assessment is made at the end of each reporting period whether there is any indication that an impairment loss recognized
in prior periods for an asset other than goodwill may no longer exist or may have decreased. If any such indication exists, the
recoverable amount of that asset is estimated.
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An impairment loss recognized in prior periods for an asset other than goodwill is reversed if, and only if, there has been
an improvement in the estimates used to determine the asset’s recoverable amount since the last impairment loss was
recognized.

Notwithstanding whether indicators exist, recoverability of goodwill and intangible assets with indefinite useful lives or those
not yet in use is tested at least annually. Impairment loss is recognized if the recoverable amount is less than the carrying
amount.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the acquirer’s cash-generating units, or groups of cashgenerating units, that is expected to benefit from the synergies
of the combination.

If the carrying amount of each of the cash-generating units exceeds the recoverable amount of the unit, impairment loss is
recognized and is allocated to reduce the carrying amount of each asset in the unit.
Reversal of an impairment loss for goodwill is prohibited.

Provisions

Provisions are recognised when it is probable that an outflow of economic benefits will be required to settle a current legal
or constructive obligation, which has arisen as a result of past events, and for which a reliable estimate can be made of the
amount of the obligation.

The Company shall not recognize provisions for future operating losses.

Where there are a number of similar obligations the probability that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. Although the likelihood of outflow for any one item may be small, it may well
be probable that some outflow of resources will be needed to settle the class of obligations as a whole. If that is the case, a
provision is recognised.

(m) Financial guarantee contract

Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for

a loss it incurs because a specified debtor fails to make payments when due, in accordance with the terms of a contract

between the holder and debtor.

When the Company and its subsidiary issue and not designate the financial guarantee contract as measured at fair value

through profit and loss, it shall be assessed at fair value, less, the directly attributable transaction costs initially. After initial

recognition, an issuer of such a contract shall measure it at the higher of:

(1) the amount determined in accordance with IAS 37 “Provision, Contingent Liabilities and Contingent Assets” and

(2) the amount initially recognized, less, when appropriate, cumulative amortization recognized in accordance with revenue
accounting policy.

(n) Revenue recognition

Interest income is recognized under the accrual basis. Accrual of interest is suspended for overdue receivables and is not
recognized until collected.
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(o) Employee benefits
(1) Short-term employee benefit:

The Group charges the short-term and non-discounted benefit expectedly paid in near future to current expenses over the
periods services are rendered by employees.

(2) Post-employment benefit: The Group pension plan comprises defined contribution plan and defined benefit plan.

(i) A defined contribution plan is a post-employment benefit plan under which the Group pays fixed contributions into a
separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions
to defined contribution pension plans are recognized as an employee benefit expense in profit or loss in the periods
during which services are rendered by employees. Prepaid contributions are recognized as an asset to the extent that
a cash refund or a reduction in future payments is available. Contributions to a defined contribution plan that is due
more than 12 months after the end of the period in which the employees render the service are discounted to their
present value.

(i) A defined benefit plan is a post-employment benefit plan under which benefit is paid to an employee on the basis of
their ages, service periods and compensated salaries at the date of retirement. The Group recognizes actuarial gains
and losses which are incurred by the change of actual experience and actuarial assumption in other comprehensive
income, and recognize pension asset or liability in balance sheet in which asset or liability is the amount of actuarial
present value of defined benefit obligation deducting fair value of plan assets. The calculation of defined benefit
obligation is performed annually by an actuary using the projected unit credit method. The actuarial present value of
defined benefit obligation is calculated by discounting future cash flow at the yield rate on AA credit rated bonds that
have maturity dates approximating the terms of the obligation and that are denominated in the same currency in which
the benefits are expected to be paid. In accordance with the article 28 of the Regulations Governing the Preparation
of Financial Reports by Public Bank’s, when the interest incurred from retiree deposits with favorable rates exceed the
interest generated from market rate, it should be considered the actuarial amount according to defined benefit plan
regulated on IAS 19 “Employee Benefits” since the employee’s retirement date. Otherwise, the parameter of actuarial
assumption of competent authority should be followed (if have).

(p) Preferential interest deposits

(1) The Group provide their employees the preferential interest deposits, including that for current employees and
retired employees. The difference between the preferential interest rate and the market rate belongs to the
employee benefit.

(2) In accordance with the Regulations Governing the Preparation of Financial Reports by the Public Banks, if the
preferential interest rate for retired employees exceeds the market rate, the Bank and its subsidiary shall calculate the
excess interest using the actuarial method by adopting the IAS 19 when the employees retire. However the actuarial
assumptions shall follow the government’s related regulations. For the preferential interest deposits paid for current
employees, the Group shall calculate the interest monthly on accrual basis. The different amount of the preferential
interest rate and market interest rate is recognized under the preferential interest account in the comprehensive income
statement.
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(q) Business combination

(1) Acquisition after 1 January 2012 (inclusive)
For those acquisitions occurring after 1 January 2012 (inclusive), goodwill is measured as an aggregation of the
consideration transferred (which generally is measured at fair value at the acquisition date) and the amount of any non-
controlling interest in the acquiree, net of the acquisition-date amounts of the identifiable assets acquired and liabilities
assumed (generally at fair value). If the residual balance is negative, the Group shall re-assess whether it has correctly
identified all of the assets acquired and liabilities assumed, and recognize a gain on the bargain purchase thereafter. If the
business combination is achieved in stages, the Group shall measure any non-controlling equity interest in the acquiree
either at fair value or at the non-controlling interest’s proportionate share of the acquiree’s identifiable net assets.
In a business combination achieved in stages, the Group shall re-measure its previously held equity interest in the
acquiree at its acquisition-date fair value and recognize the resulting gain or loss, if any, in profit or loss. In prior reporting
periods, the Group may have recognized changes in the value of its equity interest in the acquiree in other comprehensive
income. If so, the amount that was recognized in other comprehensive income shall be recognized on the same basis
as would be required if the Group had disposed directly of the previously held equity interest. If the disposal of the equity
interest required a reclassification to profit or loss, such an amount shall be reclassified to profit or loss.
If the initial accounting for a business combination is incomplete by the end of the reporting period in which the combination
occurs, the Group shall report in its financial statements provisional amounts for the items for which the accounting is
incomplete. During the measurement period, the Group shall retrospectively adjust the provisional amounts recognized at the
acquisition date, or recognize additional assets or liabilities to reflect new information obtained about facts and circumstances
that existed as of the acquisition date. The measurement period shall not exceed one year from the acquisition date.
All the transaction costs incurred for the business combination are recognized immediately as the Group’s expenses when
incurred, except for the issuance of debt or equity instruments.

(2) Acquisition before 1 January 2012
Upon conversion to IFRSs endorsed by the Financial Supervisory Commission, R.O.C., the Group can choose to restate
all business combinations that occurred after 1 January 2012 (inclusive). For those acquisitions that occurred prior to 1
January 2012, the amount of goodwill is recognized in accordance to the Regulations Governing the Preparation of Financial
Reports issued by the Financial Supervisory Commission on 10 January 1999 and the “financial accounting standards and
interpretation issued by the Accounting Research and Development Foundation” (Generally Accepted Accounting Policies).

(r) Share-based payment

The grant-date fair value of share-based payment awards granted to employee is recognized as employee salary expenses,
with a corresponding increase in equity, over the period that the employees become unconditionally entitled to the awards.
The amount recognized as an expense is adjusted to reflect the number of awards which the related service and non-market
performance conditions are expected to be met, such that the amount ultimately recognized as an expense is based on the
number of awards that meet the related service and non-market performance conditions at the vesting date.

For share-based payment awards, the grant-date fair value of the share-based payment considers such non-vesting
conditions and there is no true-up for differences between expected and actual outcomes.

The fair value of the amount payable to employees in respect of share appreciation rights, which are settled in cash,
is recognized as an expense with a corresponding increase in liabilities, over the period that the employees become
unconditionally entitied to payment. The liability is re-measured at each reporting date and settlement date. Any changes in
the fair value of the liability are recognized as personnel expenses in profit or loss.
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(s) Income taxes

098

Income tax expenses include both current taxes and deferred taxes. Except for expenses related to business
combinations or recognized directly in equity or other comprehensive income, all current and deferred taxes are
recognized in profit or loss.

Current taxes include tax payables and tax deduction receivables on taxable gains (losses) for the year calculated using
the statutory tax rate on the reporting date or the actual legislative tax rate, as well as tax adjustments related to prior
years.

Deferred taxes arise due to temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their respective tax bases. Deferred taxes are recognized except for the following:

(1) Assets and liabilities that are initially recognized but are not related to the business combination and have no effect on net
income or taxable gains (losses) during the transaction.

(2) Temporary differences arising from equity investments in subsidiaries or joint ventures where there is a high probability
that such temporary differences will not reverse.

(3) Initial recognition of goodwill.

Deferred tax assets and liabilities are measured at tax rates that are expected to apply to the period when the asset is realized
or the liability is settled, which are normally the tax rates that have beenenacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and liabilities may be offset against each other if the following criteria are met:

1. The entity has the legal right to settle tax assets and liabilities on a net basis; and
2. The taxing of deferred tax assets and liabilities fulfill one of the below scenarios:
1) levied by the same taxing authority; or
2) levied by different taxing authorities, but where each such authority intends to settle tax assets and liabilities (where
such amounts are significant) on a net basis every year of the period of expected asset realization or debt liquidation, or
where the timing of asset realization and debt liquidation is matched.

A deferred tax asset is recognized for the carry-forward of unused tax losses, unused tax credits, and deductible temporary
differences to the extent that it is probable that future taxable profit will be available against which the unused tax losses,
unused tax credits, and deductible temporary differences can be utilized. Such unused tax losses, unused tax credits, and
deductible temporary differences are also be re-evaluated every year on the financial reporting date, and adjusted based
on the probability that future taxable profit will be available against which the unused tax losses, unused tax credits, and
deductible temporary differences can be utilized.
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(t) Earnings per share (EPS)

The Group disclose the basic and diluted earnings per share attributable to ordinary equity holders of the Company. Basic
earnings per share is calculated on profit attributable to the ordinary shareholders of the Company divided by weighted
average number of ordinary shares outstanding. Diluted earnings per share is calculated on profit attributable to ordinary
shareholders of the Company, divided by weighted average number of ordinary shares outstanding after adjustment for the
effects of all potentially dilutive ordinary shares.

(u) Operating segment information

An operating segment is a component of an entity that engages in business activities from which it may earn revenues and
incur expenses (including revenues and expenses relating to transactions with other components of the same entity). The
segment’s operating results are reviewed regularly by the entity’s chief operating decision maker to make decisions pertaining
to the allocation of the resources to the segment and to assess its performance for which discrete

5. Primary sources of significant accounting judgments, estimates and assumptions uncertainty

When preparing the financial reports, the management needs to make judgments, estimates, and assumptions that affect the
adoption of accounting policies, reported amounts of assets, liabilities, revenues, and expenses. Actual results could differ from
these estimates.

Continuously evaluation of estimates and assumption should be made by the management. A change of accounting estimate
should be recognized in the period when it incurs and in the affected future periods.

Please refer to the following for accounting policies and management judgments for certain account items have significant
impacts on financial reports of the Group and any information about any estimate and assumption that are uncertain, have
significant risk and may have significant impact on the following year.

(a) Impairment loss on loans

When the Group decide whether to recognize impairment loss, they mainly assess if there are any observable evidence
indicating possible impairment. The evidence may include observable information indicating unfavorable changes in debtor
payment status, or sovereign or local economic situation related to debt payment in arrears. When analyzing expected cash
flow, the estimates by the management are based on past losses experience on assets of similar credit risk characteristics.
The Group periodically reviews methods and assumptions behind the amount and schedule of expected cash flow, to reduce
the difference between expected and actual loss. Please refer to Note 10 for impairment loss on loans.

(b) Valuation of financial instruments

The best evidence of fair value is a quoted price in an actively traded market. In the event that the market for a financial
instrument is not active, a valuation technique is used. The majority of valuation techniques employ only observable market
data, and so the reliability of the fair value measurement is high. However, certain financial instruments are valued on the
basis of valuation techniques that feature one or more significant market inputs that are unobservable. Valuation techniques
that rely to a greater extent on unobservable inputs require a higher level of management judgment to calculate a fair value
than those based wholly on observable inputs.

Valuation techniques used to calculate fair values are discussed in Note 33.
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(c) Income tax

When estimating the deferred tax assets, the Company relies on significant accounting estimations regarding future operation.
Determine the final amount need to go through numerous assumptions and calculations regarding to the estimate of profits in
the future and economic trends. For the estimation of deferred tax items, please see note23.

(d) Post-employment benefits

The present value of post-employment benefits obligation is based on actuarial results of multiple assumptions. Any
assumption changes will affect the carrying amount of post-employment benefits obligation.

The assumptions that determine net pension cost (revenue) include discount rate. The Bank and its subsidiaries determine
an appropriate discount rate at the end of each year, and use the discount rate to calculate the present value of future cash
outflow needed to cover the post-employment benefits obligation. To determine an appropriate discount rate, the Bank and
its subsidiaries should take into account the interest rate of high-quality corporate bond or government bond, which should be
issued in the same currency as that of post-employment benefits payments. The maturity of the bonds should match that of
pension liability.

Other significant assumptions of post-employment benefits obligation are based on current market conditions. Please refer to
Note 22.

6. Cash and Cash Equivalents

December 31, December 31, January 1,
2013 2012 2012
Cash $ 1,180,420 1,007,244 958,928
Checks awaiting clearance 227,121 232,138 203,366
Deposits in other banks 160,777 123,238 153,292
$ 1,568,318 1,362,620 1,315,586

The reconciliations of the amount of cash and cash equivalents in the statement of cash flows with the equivalent items reported
in the balance sheets are as follows:

December 31, December 31, January 1,
2013 2012 2012

Cash and cash equivalents reported in the Balance
Sheets $ 1,568,318 1,362,620 1,315,586

Due from Central Bank and call loans to bank
following the definition of cash and cash equivalents

under IAS 7 as accepted by FSC 18,866,385 20,175,347 24,916,917
Cash and cash equivalents reported in the Statement
of Cash Flows $ 20,434,703 21,537,967 26,232,503
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7. Due from the Central Bank and Call Loans to Other Banks

December 31, December 31, January 1,
2013 2012 2012
Deposit reserve - checking accounts $ 2,015,470 1,642,259 1,944,307
Deposit reserve - demand accounts 3,434,462 3,270,137 3,136,398
Deposit reserve - foreign currency deposits 4,193 4,079 4,241
Certificate of deposits 16,800,000 18,300,000 22,300,000
Call loans to banks 50,915 233,088 672,610
Deposits with Financial Information Service Co., Ltd. 282,404 222,154 111,480
$ 22,587,444 23,671,717 28,169,036

The reserves for deposits are calculated at prescribed rates, using the average monthly balances of various deposit accounts,
and are appropriated and deposited in the reserve account of the Central Bank of the Republic of China (Taiwan). Deposits in
“Required reserve - Account A” are interest-free and can be withdrawn at any time; deposits in “Required reserve - Account B
are interest-bearing and cannot be withdrawn except for the monthly adjustment to the required reserve permitted by relevant
regulations.

Due from Central Bank and call loans to bank following the definition of cash and cash equivalents under IAS 7 as accepted by
FSC are as follows:

December 31, December 31, January 1,
2013 2012 2012
Call loans to banks $ 50,915 233,088 672,610
Certificate of deposits 16,800,000 18,300,000 22,300,000
Required reserve—Account A 2,015,470 1,642,259 1,944,307
$ 18,866,385 20,175,347 24,916,917

2:38 26.}
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8. Financial Assets (Liabilities) Measured at Fair Value Through Profit or Loss:

December 31, December 31, January 1,
2013 2012 2012
Financial assets at fair value through profit or loss:
Held for trading
Securities of listed companies $ 55,120 140,464 55,864
Beneficiary certificates 8,563 132,676
Forward contracts 28,119 482 8,914
Swap contracts 254 394 1,287
Sub-total 92,056 274,016 66,065
Designated as at fair value through profit or loss
Convertible bonds 1,747,676 1,895,905 1,700,388
$ 1,839,732 2,169,921 1,766,453
Financial liabilities held for trading purpose:
Forward contracts $ 231 1,777
Swap contracts 6 4
$ 237 1,781

The Company engages in derivative transactions to mitigate exchange rate risks and interest rate risks. The Company’s financial
hedging policy is to minimize its market price or cash flow exposures.

The nominal amount information of outstanding derivative contracts as of December 31, 2013 and 2012 was as follows:

December 31, December 31, January 1,
2013 2012 2012
Forward contracts $ 2,125,432 1,632,319 47,699
Swap contracts 239,600 58,272

The net gains on financial assets held for trading for the years ended December 31, 2013 and 2012, were $76,911 and $56,536
thousands, respectively. The net gains (losses) on financial liabilities held for trading for the years ended December 31, 2013 and
2012 were $2,136 and ($9,703) thousands, respectively.
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9. Receivable:

December 31, December 31, January 1,
2013 2012 2012
Credit card accounts receivable $ 150,945 143,045 152,530
Interest receivable 191,966 228,436 210,126
Tax refund receivable 13,378 13,378 13,378
Acceptances receivable - 9,381 4,884
Accrued income 1,123 950 732
Guarantee payments Receivable 59,329 13,827 23,790
Others 11,644 8,046 28,437
Sub-total 428,385 417,063 433,877
Less: allowance for doubtful accounts (39,770) (33,294) (20,745)
$ 388,615 383,769 413,132
Please refer to Note 10 for changes in allowance for credit losses of receivables listed above.
10. Discounts and loans - net
December 31, December 31, January 1,
2013 2012 2012

Exchanges and export bills negotiated $ 20,264 5,884 33,271
Overdrafts 74,193 59,900 59,380
Short-term loans 14,583,373 12,725,589 9,110,125
Medium-term loans 54,204,462 48,613,857 46,311,906
Long-term loans 29,367,213 28,200,125 27,661,282
Non-performing loans 234,048 212,577 281,379
Sub-total 98,483,553 89,817,932 83,457,343
Less: allowance for loan losses (2,044,071) (1,670,553) (1,118,326)
discount (209,004) (183,023) (123,526)

$ 96,230,478 87,964,356 82,215,491

The movements in allowance for loan losses for the years ended December 31, 2013 and 2012 were as follows:

For the yearended  For the year ended
December 31 December 31
Beginning balance $ 1,703,949 1,139,475
Provision 399,713 502,331
Recovery of written-off credits 132,837 278,054
Write-offs (152,425) (215,837)
Effects of exchange rate changes 22 (74)
Ending balance $ 2,084,096 1,703,949
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11. Available-for-sale financial assets - net

December 31, December 31, January 1,
2013 2012 2012
Government bonds $ 51,867 52,664 52,925
Corporate bonds 1,954,066 2,313,488 2,326,333
Foreign securities - 9,678
$ 2,005,933 2,366,152 2,388,936
12. Held-to-Maturity Financial Assets
December 31, December 31, January 1,
2013 2012 2012
Government bonds $ 107,536 54,010 105,221
Corporate bonds 3,413,709 3,028,969 2,001,894
Financial debentures 13,343 39,638 109,262
NCD - 1,400,000 -
Due from banks 1,000 1,000 1,000
$ 3,535,588 4,523,617 2,217,377
13. Other Financial Assets-net
December 31, December 31, January 1,
2013 2012 2012
Overdue receivables $ 510 204 807
Less: allowance for bad debts (255) (102) (404)
Net 255 102 403
Others - - 15
Financial assets carried at cost 129,892 154,892 154,892
Debts investment without active market 52,337 50,915 52,932
$ 182,484 205,909 208,242

(1) Financial assets carried at cost:

December 31, 2013 December 31, 2012 January 1, 2012

Book Ownership Book Ownership Book Ownership
Value % Value % Value %
Taiwan Asset Management Corp. $ 75,000 0.57 100,000 0.57 100,000 0.57
Taiwan Financial Asset Service Corp. 50,000 2.94 50,000 2.94 50,000 2.94
Taiwan Depository & Clearing Corporation 4,639 0.08 4,639 0.08 4,639 0.08
Sunny Asset Management Corporation 253 0.42 253 0.42 253 0.42
$ 129,892 154,892 154,892
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(2) Debts investment without active market

December 31, December 31, January 1,
2013 2012 2012
Auction Rate Security $ 59,900 58,272 60,580
Less: accumulated impairment (7,563) (7,357) (7,648)
$ 52,337 50,915 52,932

14. Property, plant and equipment

The cost, depreciation, and impairment of the property, plant and equipment of the Group as of and for the years ended
December 31, 2013 and 2012, were as follows:

Operating  Transportation ~ Miscellaneous  Leasehold
Land Buildings equipment equipment equipment  improvements Total

Cost:

Balance at January 1, 2013 $ 832,468 624,467 150,337 23,646 185,539 40,071 1,856,528
Additions - 707 14,942 5,174 10,772 9,208 40,803
Disposals - - (22,243) (2,036) (3,955) (201) (28,435)

Balance at December 31,2013 ~ $ 832,468 625,174 143,036 26,784 192,356 49,078 1,868,896
Balance at January 1, 2012 $ 826,752 552,552 147,430 21,002 187,681 39,837 1,775,254
Additions - - 8,137 3,970 2,249 879 15,235
Disposals - - (5,230) (1,326) (4,391) (645) (11,592)

Reclassification 5,716 71,915 - - - 77,631

Balance at December 31, 2012 $ 832,468 624,467 150,337 23,646 185,539 40,071 1,856,528
Depreciation and impairment

losses
Balance at January 1, 2013 $ - (233,581)  (101,471) (8,098)  (138,415) (16,546)  (498,111)
Depreciation for the period - (10,196) (9,163) (2,321) (8,024) (4,038) (33,742)
Disposals - - 22,157 1,525 3,929 96 217,707
Balance at December 31, 2013 $ - (243,777) (88,477) (8,894) (142,510) (20,488)  (504,146)
Operating  Transportation ~ Miscellaneous  Leasehold
Land Buildings  equipment  equipment  equipment  improvements Total
Balance at January 1, 2012 $ - (207,440) (93,238) (7,234)  (132,389) (13,017)  (453,318)
Depreciation for the period - (9,206) (13,411) (2,175) (10,415) (4,174) (39,381)
Disposals - - 5,178 1,311 4,389 645 11,523
Reclassification - (16,935) - - - - (16,935)
Balance at December 31,2012 § - (233,581)  (101,471) (8,098) (138,415) (16,546)  (498,111)

Carrying amounts:
Balance at December 31,2013 ~ § 832,468 381,397 54,559 17,890 49,846 28,590 1,364,750
Balance at December 31,2012  $ 832,468 390,886 48,866 15,548 47,124 23,525 1,358,417
Balance at January 1, 2012 $ 826,752 345,112 54,192 13,768 55,292 26,820 1,321,936

No premise or equipment was pledged as a security or a lien.
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15. Investment Property-net

Land Buildings Toatl

Cost

Balance at December 31, 2013 and January 1,2013  $ 1,089,881 38,180 1,128,061
Balance at January 1, 2012 $ 1,095,597 110,095 1,205,692
Reclassification (5,716) (71,915) (77,631)
Balance at December 31, 2012 $ 1,089,881 38,180 1,128,061

Depreciation and impairment losses

Balance at January 1,2013 $ 561,014 19,832 580,846
Depreciation for the period - 636 636
Impairment loss - 7,195 7,195
Impairment reversal (152,522) - (152,522)

Balance at December 31, 2013 $ 408,492 27,663 436,155
Balance at January 1, 2012 $ 561,014 35,176 596,190
Reclassification - (16,935) (16,935)
Depreciation for the period - 1,591 1,591
Balance at December 31, 2012 $ 561,014 19,832 580,846

Carrying amounts:
Balance at December 31, 2013 $ 681,389 10,517 691,906
Balance at December 31, 2012 $ 528,867 18,348 547,215

Balance at January 1, 2012 $ 534,583 74,919 609,502

Investment property comprises a number of commercial properties that are leased to third parties. Each of the leases contains
an initial non-cancellable period of one to five years. Subsequent renewals are negotiated with the lessee. No contingent rents
are charged.

The fair value as of December 31, 2013 and 2012 and January 1, 2012 is $808,7981$630,743 and $630,748 thousands,
respectively.

The fair value of investment property (as disclosed in the financial statements) is based on a valuation by an internal or
independent external valuer who holds a recognized and relevant professional qualification and has recent experience in the
location and category of the investment property being valued.

Related rent revenue and direct operating expenses are as below:

For the year For the year
ended December ended December
31,2013 31, 2012
Rent revenue $ 17,919 15,970
Direct operating expenses $ 636 1,591

No investment property was pledged as a security or a lien.
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16. Intangible assets

The costs of intangible assets, amortisation, and the impairment loss of the Group as of and for the years ended December 31,
2013 and 2012, were as follows:

Goodwill Software Total

Cost:

Balance at January 1, 2013 $ 102,289 34,338 136,627
Additions - 1,204 1,204
Balance at December 31, 2013 $ 102,289 35,542 137,831
Balance at January 1, 2012 $ 102,289 32,517 134,806
Additions - 1,821 1,821

Balance at December 31, 2012 $ 102,289 34,338 136,627

Amortization :

Balance at January 1, 2013 $ - 26,327 26,327

Amortization for the period - 2,258 2,258

Balance at December 31, 2013 $ - 28,585 28,585

Balance at January 1, 2012 $ - 24,302 24,302

Amortization for the period - 2,025 2,025

Balance at December 31, 2012 $ - 26,327 26,327

Carrying amounts:

Balance at December 31, 2013 $ 102,289 6,957 109,246
Balance at December 31, 2012 $ 102,289 8,011 110,300
Balance at January 1, 2012 $ 102,289 8,215 110,504

Goodwill represents the excess of costs over the net fair value of acquired tangible assets, identifiable intangible assets and
liabilities of assumed in the acquisition of Fengyuan Credit Cooperative on January 1, 2006.

In Group identified the business of Fengyuan Credit Cooperative as the smallest identifiable Company of cash-generating unit
for goodwill impairment test. The recoverable value of the CGU is based on the key assumptions such as operating revenues,
operating costs, operating expenses and discount rate.

17. Due to the Central Bank and Other Banks

December 31, December 31, January 1,
2013 2012 2012
Due to other banks $ 28,620 32,927 82,525
Postal deposits accepted 85,470 117,100 117,100
Call loans from other banks - 501,976 30,290
$ 114,090 652,003 229,915
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18. Payables
December 31, December 31, January 1,
2013 2012 2012
Interest payable 131,255 146,631 142,931
Tax payable 13,939 14,458 17,059
Collections payable 42,960 63,152 38,001
Accrued expenses 258,471 191,136 170,966
Dividends payable 823 728 620
Acceptance drafts - 9,381 4,884
Checks awaiting clearance 227,121 232,138 203,366
Spot exchange payable - foreign currencies 541 - -
Dividends payable 11,616 11,628 11,645
Others 34,918 45,220 32,656
721,644 714,472 622,128
19. Deposits and Remittances
December 31, December 31, January 1,
2013 2012 2012
Checking accounts 1,988,383 1,845,128 1,847,860
Cashiers’ checks 329,413 358,994 135,311
Demand deposits 15,400,979 13,061,567 12,808,521
Time deposits 20,172,046 19,081,635 15,785,238
Demand savings deposits 31,253,465 29,584,093 28,019,098
Term savings deposits 52,749,946 53,576,850 54,510,375
Outward Remittance 6,506 131 -
Inward Remittance 10,195 1,993 9,322
121,910,933 117,510,391 113,115,725
20. Subordinate Financial Debentures
December 31, December 31, January 1,
2013 2012 2012
Subordinate financial debentures 1,500,000 1,500,000 1,500,000

In order to increase the capital adequacy and raise medium-term and long-term operating funds, the board of directors of the
Company resolved to issue subordinate financial debentures in a total amount of $1,500,000 thousands on June 24, 2010,
which was approved by the regulation authorities on September 10, 2010. The Company issued these debentures on March 29,
2011, and the subscription was completed during the year.
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The details were as follows:

(a) Issue price: At face value.

(b) Issue period: From March 29, 2011 to March 29, 2018.

(c) Interest rate: The interest rate 100-1Ais 3.2%. 100-1B interest base on the Company’s term savings deposits regular rate plus 1.65%.
(d) Interest accrual: Annual interest accrual and payments since the issued date.

(e) Repayment of principal: Full repayment of principal at maturity.

21. Provisions

December 31, December 31, January 1,
2013 2012 2012
Provision for guarantees $ 18,508 15,504 20,551
Provision for employee benefits 429,624 486,750 409,505
$ 448,132 502,254 430,056
22. Employee benefits
December 31, December 31, January 1,
2013 2012 2012
Defined benefit plans $ 383,943 433,400 378,822
Employee Promotions Deposits plans 45,681 53,350 30,683
$ 429,624 486,750 409,505

1) Defined benefit plans:

The Group determined the movement in the present value of the defined benefit obligations and fair value of plan assets as follows:

December 31, December 31, January 1,
2013 2012 2012
Present value of unfunded obligations $ 383,943 433,400 378,822
Present value of funded obligations 579,659 543,295 531,521
Total present value of benefit obligations 963,602 976,695 910,343
Fair value of plan assets (579,659) (543,295) (531,521)
Recognized liabilities for defined benefit obligations ~ $ 383,943 433,400 378,822

(1) Composition of plan assets

The Group allocates pension funds in accordance with the Regulations for Revenues,Expenditures, Safeguard and
Utilization of the Labor Retirement Fund, and such funds aremanaged by the Labor Pension Fund Supervisory Committee.
With regard to the utilization of the funds, minimum earnings in the annual distributions on the final financial statements
shall be no less than the earnings attainable from two-year time deposits with interest rates offered by local banks.
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The Group'’s Bank of Taiwan labor pension reserve account balance amounted to $579,659 thousands as of December 31,
2013. For information on the utilization of the labor pension fund assets including the asset allocation and yield of the fund,
please refer to the website of the Labor Pension Fund Supervisory Committee.

(2) Movements in present value of the defined benefit obligations

The movements in present value of defined benefit obligations for the Bank were as follows:
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For the year ended For the year ended

December 31, 2013 December 31, 2012
Defined benefit obligation at January 1 $ 976,695 910,343
Benefits paid by the plan assets (25,312) (48,738)
Current service costs and interest 40,474 59,943
Actuarial (losses) gains (28,255) 55,147
Defined benefit obligation at December 31 $ 963,602 976,695

(3) Movements of defined benefit plan assets

The movements in the present value of the defined benefit plan assets for the Group were as follows:

For the year ended For the year ended
December 31, 2013 December 31, 2012
Fair value of plan assets at January 1 $ 543,295 531,521
Contributions made (25,313) (48,738)
Expected return on plan assets 9,730 10,863
Benefits paid by the plan assets 54,606 55,382
Actuarial gains (losses) (2,659) (5,733)
Fair value of plan assets at December 31 $ 579,659 543,295
(4) Expenses recognized in profit or loss
The expenses recognized in profit or loss of the Bank were as follows:
For the year ended For the year ended
December 31, 2013 December 31, 2012
Current service costs $ 23,612 42,066
Interest on obligation 16,862 17,878
Expected return on plan assets (9,730) (10,863)
$ 30,744 49,081
Actual return on assets $ 7,071 5,130
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(5) Actuarial gains and losses recognized in other comprehensive income

The Bank’s actuarial gains and losses recognized in other comprehensive income were as follows:

For the year ended For the year ended

December 31, 2013 December 31, 2012
Cumulative amount at January 1 $ (60,880) -
Recognized during the period 25,596 (60,880)
Cumulative amount at December 31 $ (35,284) (60,880)

(6) Actuarial assumptions

The principal actuarial assumptions at the reporting date were as follow:

2013 2012
Discount rate at December 31 2.00% 1.75%
Future salary increases 2.00% 2.00%
Expected return on plan assets 2.00% 1.75%

The expected long-term rate of return is based on the portfolio as a whole and not on the sum of the returns on individual
asset categories. The return is based exclusively on historical returns, without adjustments.

(7) Experience adjustments on historical information

December 31,  December 31, January 1,
2013 2012 2012

Present value of defined benefit plans $ 963,602 976,695 910,343
Fair value of plan assets (579,659) (543,295) (531,521)
Net liabilities (assets) of defined benefitobligations $ 383,943 433,400 378,822
Experience adjustments arising on the present value of

defined benefit plans $ 3,031 395 -
Experience adjustments arising on the fair value of the plan

assets $ 2,659 (5,733) -

The Group is expecting $53,966 thousands worth of contributions shall be paid for its benefit plans within a year after the
reporting date of December 31, 2013.

(8) When calculating the present value of the defined benefit obligations, the Bank uses judgments and estimations to
determine the actuarial assumptions, including discount rate and future salary changes, as of the financial statement date.
Any changes in the actuarial assumptions may significantly impact the amount of the defined benefit obligations.

As of December 31, 2013, the Group’s accrued pension liabilities were $383,943 thousands. If the discount rate had
increased or decreased by 0.25%, the Group’s accrued pension liabilities would have decreased by $29,934 or increased
by $31,286 thousands, respectively.
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2) Employee Promotions Deposits plans

December 31, December 31, January 1,
2013 2012 2012

present value of Defined benefit obligation $ 45,681 53,350 30,683

(1) Expenses recognized in profit or loss

As of December 31, 2013, the Group’s expenses recognized in profit or loss were $908 and $838 thousands, respectively.

(2) Actuarial assumptions

For the year ended  For the year ended
December 31,2013  December 31, 2012

Interest rate of Employee Promotions Deposits plans 9.15% 9.15%
Return on funds deposited 2.00% 2.00%
Account balance annual decline rate 1.00% 1.00%
Chance of future changes in the system of 50.00% 50.00%

Employee Promotions Deposits plans

(3) Historical information

December 31, December 31, January 1,
2013 2012 2012

Present value of defined benefit plans $ 45,681 53,350 30,683

3) Defined contribution plans

The Group allocates 6% of each employee’s monthly wages to the labor pension personal account at the Bureau of the
Labor Insurance in accordance with the provisions of the LaborPension Act. Under this defined contribution plan, the Group
allocates a fixed amount to the Bureau of the Labor Insurance without additional legal or constructive obligations. The Group’s
pension costs under the defined contribution method were $21,654 and $21,579 thousands for 2013 and 2012, respectively.
Payment was made to the Bureau of the Labor Insurance.
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23. Income taxes expenses
1) The components of income tax in the years 2013 and 2012 were as follows:

For the year ended  For the year ended
December 31,2013  December 31, 2012

Current tax expense
Current $ 95,692 106,999
10% surtax on undistributed earnings 56
$ 95,748 106,999
Deferred tax expense
Origination and reversal of temporary difference (19,140) (52,251)
Income tax expense $ 76,608 54,748

The amount of tax income expense recognized in other comprehensive income for the years ended December 31, 2013 and
2012 were as follows:

For the year ended  For the year ended
December 31,2013  December 31, 2012

Actuarial gains (losses) on Defined benefit plans $ 4,351 (10,345)

The income tax calculated on pre-tax financial income was reconciled to income tax expense for 2013 and 2012 is as follows:

For the year ended For the year ended
December 31, 2013 December 31, 2012
Tax Rate Amount Tax Rate Amount
Profit excluding income tax $ 572,360 251,623
Income tax calculated on pre-tax financial income at
a statutory tax rate applied by subsidiaries 17% 97,301 17% 42,776
Investment tax credits 17% - 17% 80
Tax effect of tax-exempt gains from sale of
marketable securities and land 17% (7,390) 17% (1,826)
Changes in unrecognized temporary differences 17% 15,000 17% 15,599
Other adjustments 17% (28,275) 17% (1,964)
Prior years income tax adjustment 17% (84) 17% 83
10% surtax on undistributed earnings 56
$ 76,608 54,748
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2) Deferred tax asset and liability
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(1) Unrecognized Deferred Tax Assets

Deferred tax assets have not been recognized in respect of the following items:

Tax effect of deductible Temporary Differences ~ $

Deferred Tax Liabilities:
Balance at January 1, 2013
Recognized in profit or loss
Balance at December 31, 2013

Balance at January 1, 2012
Recognized in profit or loss
Balance at December 31,2012

Deferred Tax Assets:
Balance at January 1, 2013
Recognized in profit or loss

Recognized in other
comprehensive income

Balance at December 31, 2013

Balance at January 1, 2012
Recognized in profit or loss

Recognized in other
comprehensive income

(2) Recognized Deferred Tax Assets and Liabilities

December 31, December 31, January 1,
2013 2012 2012
56,000 41,000 26,500
Changes in the amount of deferred tax assets and liabilities for 2013 and 2012 were as follows:
accrued liabilities for
land tax revaluation  Profit from Fair
increment Value Changes Others Total
$ 83,799 27,613 111,412
- 3,524 1,821 5,345
$ 83,799 3,524 29,434 116,757
$ 83,799 26,277 110,076
- 1,336 1,336
$ 83,799 27,613 111,412
Defined Loss Allowance of
Benefit from Fair impairment

Plans Value Changes loss Others Total
$ 81,886 25,553 95,338 10,855 213,632
(5,361) (3,681) 34,937 (1,410) 24,485
(4,351) - - - (4,351)
$ 72174 21,872 130,275 9,445 233,766
$ 68,754 26,118 24,705 30,123 149,700
2,787 (565) 70,633 (19,268) 53,587
10,345 - - - 10,345
$81,886 25,553 95,338 10,855 213,632

Balance at December 31, 2012
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3)As of December 31, 2013, the ROC tax authorities had examined and assessed the Company’s income tax returns for all
years through 2011.

4)Imputation credit account (ICA) and creditable ratio

December 31, December 31, January 1,
2013 2012 2012
Undistributed retained earning - 1998 and after $ 351,404 40,949 86,057
Imputation credit account (ICA) $ 144,225 31,347 27,793
2012(Expected) 2012(Actual)
The creditable ratio on retained earnings 20.48% 20.48%

According to the amendment by the Ministry of Finance on October 17, 2013 under Decree No. 10204562810, the Company’s
integrated income tax should be covering the disclosed information of imputation tax credit as above.

24, Share capital and other equity accounts

1) Share capital

As of December 31, 2013, and 2012 and January 1, 2012, the Company’s authorized capital consisted of 6,000,000 thousand
shares and issued shares worth $4,919,543, $4,247,338, and $4,180,451 thousands, respectively, with par value of $10 (NT
dollars) per share.

Outstanding shares reconciliation as below:

Common Stock

For the year ended For the year ended
December 31, 2013 December 31, 2012

(thousand shares)

Balance at January 1 $ 424,734 418,045
Issuance of common stock for cash 60,000 -

common stock dividend 7,220 6,689
Balance at December 31 $ 491,954 424,734

It was resolved in the stockholders’ meeting on May 30, 2013 to increase capital through a capitalization of retained earnings
amounting to $72,205 thousands. This had been registered and approved by the government authorities on July 15, 2013.

It was resolved in the directors’ meeting on June 28, 2013 to increase capital through a cash injection amounting to $600,000
thousands. This had been registered and approved by the government authorities.

It was resolved in the stockholders’ meeting on June 7, 2012 to increase capital through a capitalization of retained earnings
amounting to $66,887 thousands. This had been registered and approved by the government authorities on July 18, 2012.
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2) Capital reserve

The components of capital reserve were as follows:

December 31, December 31, January 1,
2013 2012 2012
Statutory reserve and special reserve transferred in = $ 742,056 742,056 742,056
Additional paid-in capital 136,043 136,043 136,043
Share-based compensation 14,424 6,200 6,200
Others 66 34 -
Additional paid-in capital $ 892,589 884,333 884,299

In accordance with the ROC Company Law, capital reserve is exclusively used for offsetting prior losses and conversion to
capital, and cannot be distributed as cash dividends. According to the ROC Company Law and relevant securities exchange
regulations, a capital increase using capital reserve has to be reserves arisen from issuing stock or donated assets received
and cannot exceed 10% of a company’s paid-in capital in any year. Capital reserve arisen from long-term equity investments
cannot be used to offset prior losses or converted to capital.

3) Retained earnings
The Company’s articles of incorporation stipulate that net income should be distributed in sequence order as follows:

o to pay income tax;

o to offset prior years’ deficit, if any;

o to appropriate 30% as statutory reserve;

o to appropriate stockholders’ regular dividends that do not exceed 10% of earnings;

o to appropriate directors’ and supervisor’ remuneration do not exceed 3% of earnings;
o to appropriate 10% as employee profit sharing;

o Stockholders bonuses.

The remaining balance is retained or appropriated based on change of the resolution by the Company’s stockholders.

According to the Banking Law, cash dividends are limited to 15% of total capital until the balance of statutory reserve reaches
the amount of capital.

(1) Legal reserve

In accordance with the Company Act, 30 percent of net income should be set aside after offsetting accumulated deficits, if any, as
legal reserve, until it is equal to issued common stock. If the Company experienced profit for the year, the meeting of shareholders
shall decide on the distribution of the legal reserve either by new shares or by cash of up to 25 percent of the paid-in capital.

(2) Special reserve

In accordance with Permit No. 1010012865 as issued by the Financial Supervisory Commission on April 6, 2012, a special
reserve equal to the debit balance of unrealized loss on financial instruments in the stockholders’ equity, is appropriated
from unappropriated retained earnings pursuant to Article No.41 of the Securities and Exchange Act. When appropriating a
special reserve for the first time, it is initially appropriated from current earnings and any deficiency is appropriated from the
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undistributed earnings of prior years. For the second year and years thereafter, the increase or decrease in the balance of
unrealized loss on financial instruments in subsequent year, as shown in the statement of changes in stockholders’ equity,
is either subject to further appropriation for special reserve, or reversed to retained earnings.

(3) Appropriator of earnings

In accordance with the Company’s Articles of Incorporation, employee bonuses and remuneration to directors and
supervisors in 2013 and 2012 were computed at an expected distribution rate of 10% and 3%, respectively, and based on
the Company’s net income for the year ended December 31, 2013 and 2012, after setting aside legal reserve. Accordingly,
in 2013 and 2012, the company recorded the bonus to employees of $25,236 thousands and $14,500 thousands,
respectively, and the remuneration to directors and supervisors of $7,570 thousands and $4,300 thousands, respectively.
The difference, if any, between the amount approved by stockholders in the subsequent year and the amount estimated in
the current-year financial statements shall be accounted for as a change in accounting estimate, and charged to profit or
loss in the period during which stockholders’ approval is obtained.

The distributions of earnings for 2012 and 2011 were was resolved in the stockholders’ meeting held on May 30, 2013 and
June 7, 2012, respectively. The details were as follows:

2012 2011
Cash dividends(in NT dollar) $ 0.17 0.16
Common Stock dividends(in NT dollar) 0.17 0.16
$ 0.34 0.32
Employees’ profit sharing — cash $ 14,497 13,457
Directors’ and supervisors’' remuneration 4,349 4,037
$ 18,846 17,494

The proposal for the distribution of 2013 earnings has not yet to be presented to the stockholders’ meeting. The
information regarding earnings distribution will be posted on the Market Observation Posting System after the meeting.

4) Other equity accounts
Exchange differences  Unrealized gains
on translation of (losses) on
foreign financial available-for-sale
statements financial assets Others
Balance, January1, 2013 $ (14) 10,606 10,592
Unrealized gains (losses) on available-forsale
financial assets, net of tax: - (4,038) (4,038)
Foreign currency translation differences (net of tax): 6 - 6
Balance, December 31, 2013 $ (8) 6,568 6,560
Balance, January1, 2012 $ - 24,927 24,927
Unrealized gains (losses) on available-forsale
financial assets, net of tax: - (14,321) (14,321)
Foreign currency translation differences (net of tax): (14) - (14)
Balance, December 31, 2012 $ (14) 10,606 10,592
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25. Earnings per share

The basic and diluted earnings per share were calculated as follows:

2013 2012
Basic earnings per share
Profit attributable to common shareholders $ 495,752 196,875
Weighted average number of common shares 449,873 424,734
Basic Earnings per share (In New Taiwan Dollars) $ 1.10 0.46
Weighted-average outstanding shares-retroactive adjusted 431,955
Basic earnings per share-retroactive adjusted (in NT dollar) $ 0.46
Diluted earnings per share:
Profit attributable to common shareholders $ 495,752 196,875
Weighted average number of common shares 449,873 431,955
Effect of common stock with dilution potential:
Employee bonuses 2,453 1,916
Average outstanding shares 452,326 433,871
Diluted earnings per share (in NT dollar) $ 1.10 0.45

26. Net interest income

For the year ended  For the year ended
December 31,2013 December 31, 2012

Interest income

Discount and loans $ 2,695,524 2,643,613
Due from Banks 181,227 183,557
Short-term bills and bonds 108,280 116,005
Other 148,691 110,301
Sub-total 3,133,722 3,053,476
Interest expense

Deposit 1,012,363 995,950
Due to other Central Bank andbanks and call loans to banks 3,717 485
Financial bonds 47,559 47,493
Other 1,497 216
Sub-total 1,065,136 1,044,144

$ 2,068,586 2,009,332
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27. Service fee income

For the year ended  For the year ended
December 31,2013 December 31, 2012

Consumer financial center service fee $ 23,435 25,403
Guarantee service fee 22,151 25,457
Remittance sevice fee 13,177 13,421
Trust service fee 7,947 23,881
Insurance agency service fee 56,976 64,237
Other 132,400 106,776
Sub-total 256,086 259,175
Service fee expense 20,045 18,599

$ 236,041 240,576

28. Gains and losses on financial assets or liabilities measured at fair value through profit or loss

For the year ended  For the year ended
December 31,2013 December 31, 2012

Disposal gains (losses)

Convertible bonds $ 31,591 37,690
Listed and OTC securities 16,828 12,387
Beneficiary certificates 1,233 293
Derivative financial instruments 592 809
Subtotal 50,244 51,179
Valuation (losses) gains
Convertible bonds (629) (283)
Listed and OTC securities (1,082) 2,178
Beneficiary certificates (2,512) 2,676
Convertible bonds 29,040 (11,105)
Subtotal 24,817 (6,534)
Dividend and interest income 3,986 2,188
$ 79,047 46,833
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29. Other net non-interest income

For the year ended  For the year ended
December 31,2013 December 31, 2012

Dividend income $7,596 8,529
Rental income 17,919 15,970
Net (losses) gains on disposal of premises and equipment (85) 1,689
Others (7,333) 7,665

$ 18,097 33,853

30. Employee benefits expenses

For the year ended  For the year ended
December 31,2013  December 31, 2012

Salary expenses $ 972,461 959,451
Insurance expenses 70,329 64,727
Retirement expenses 53,306 71,498
Other employee benefits 45,537 57,655

$ 1,141,633 1,153,331

31. Depreciation and amortization expenses

For the year ended  For the year ended
December 31,2013  December 31, 2012

Depreciation of Property and equipment $ 33,742 39,381
Depreciation of investment Property 636 1,591
Amortization of intangible assets 2,258 2,025

$ 36,636 42,997

32. Other general and administrative expenses

For the year ended  For the year ended
December 31,2013 December 31, 2012

Taxes and fees $ 99,764 99,377
Insurance expense 60,777 59,382
Rental expense 47,903 46,328
Occupational group menbership fee 25,788 19,486
Advertising and printing expense 26,640 23,639
Security fees 18,682 18,774
Other 131,471 125,854

$ 411,025 392,840
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33. Financial instruments

1) Fair value of financial instruments

December 31, 2013 December 31, 2012 January 1, 2012
Book value  Fairvalue  Book value  Fairvalue  Book value Fair value

Financial assets

Cash and cash equivalents 1,568,315 1,568,315 1,362,620 1,362,620 1,315,586 1,315,586
Due from Central Bank and call
loans to bank 22587444 22587444 23,671,717 23,671,717 28,169,036 28,169,036

Non-Derivative Financial assets
measured at fair value through
profit or loss 1,811,359 1,811,359 2,169,045 2,169,045 1,756,252 1,756,252

Derivative Financial assets
measured at fair value through

profit or loss 28,373 28,373 876 876 10,201 10,201
Available-for-sale financial assets
- net 2,005,933 2,005,933 2,366,152 2,366,152 2,388,936 2,388,936

Securities purchased under
reverse repurchase

agreements 699,901 699,901 1,649,290 1,649,290 600,004 600,004
Receivables - net 388,615 388,615 383,769 383,769 413,132 413,132
Loans - net 96,230,478 96,230,478 87,964,356 87,964,356 82,215,491 82,215,491
Held-to-maturity financial assets -

net 3,535,588 3,543,603 4,523,617 4,539,123 2,217,377 2,231,822
Other financial assets - net 182,484 182,484 205,909 205,909 208,242 208,242
Refundable deposits 31,129 31,129 39,456 39,456 27,252 27,252

Financial liabilities

Deposits from Central Bank and

other banks 114,090 114,090 652,003 652,003 229,915 229,915
Financial liabilities measured at

fair value through profit or loss 237 237 1,781 1,781
Payables 721,644 721,644 714,472 714472 622,128 622,128
Deposits and remittances 121,910,933 121,910,933 117,510,391 117,510,391 113,115,725 113,125,725
Financial debentures 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000
deposits received 8,078 8,078 12,779 12,779 8,282 8,282
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2) Methods and assumptions used by the Group for fair value evaluation of financial instruments were as follows:

(1) Fair value of short-term financial instruments is estimated by their book value on the balance sheet date. Since these
instruments have short maturities, the book value is adopted as a reasonable basis in estimating the fair value. The
method is applied to cash and cash equivalents, due from Central Bank and call loans to banks, securities purchased
under reverse repurchase agreements, receivables, current tax assets, other financial assets, deposits from Central Bank
and other banks, due to Central Bank and other banks, securities sold under repurchase agreements, payables, current
tax liabilities, remittances, and other financial liabilities.

(2) If there is a quoted price in an active market for the financial asset, including financial instruments measured at fair
value through profit or loss, available-for-sale, held-to-maturity financial assets, and hedging derivative financial
instruments, the quoted price is regarded as its fair value. If there is no quoted price in an active market for the financial
asset, its fair value is estimated on the basis of the result of a valuation technique that refers to quoted prices provided
by financial institutions. The discounted cash flow technique is used to estimate the fair value of a debt instrument
where an active market does not exist. The estimates, hypotheses and discount rates for valuation refer to quoted
prices, from financial institutions, of financial instruments having substantially the same terms and characteristics,
including the credit quality of debtors, the remaining term over which the contractual interest rate is fixed, the
remaining term to repayment of the principal, and the currency in which the payments are to be made. Fair value of
debt investments without an active market accounted for under other financial assets is determined by the methods
described above, and recorded in accordance with the “Regulations Governing the Preparation of Financial Reports by
Public Bank’s” at amortized cost. Fair value for an equity investment is determined based on either the price calculated
using a valuation technique or its book value.

(3) Loans and deposits are both classified as interest-bearing financial assets; therefore, the book value of financial assets
is equivalent to their fair value. The net book value of the non-accrual account, after deducting provision for credit loss, is
adopted as the fair value.

(4) Other Financial Assets: Financial Assets Carried at Cost: Because there is no quoted price in the active market and the
interval of estimated fair values is significant or it is not reasonable to evaluate the probability of each estimated fair value
within the interval, therefore, the fair value cannot be measured reliably. Hence, the Group used the cost method for fair
value disclosure.

(5) Financial Bonds Payable: It refers to the financial bonds issued by the Company. Their coupon rates are almost equal
to the market interest rate, so it is reasonable to using the discounted present values of the expected future cash flow to
estimate their fair values. The present values are almost equal to the carrying amounts.

(6) Except those with quoted price in an active market, the fair values of the other financial instruments are attained
by valuation techniques or quoted prices from countered parties. The fair value calculated using valuation
techniques can refer to the present fair values of financial instruments with similar conditions and characteristics,
the discounted cash flow method or other valuation techniques, including the modular valuation method of which
the calculated values are computed using attainable market information (such as the commercial paper fixing
rates of Reuters.)
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3) Fair value hierarchy information on financial instruments and the statements of changes in fair value of Level 3

2013.12.31
Level 1 Level 2 Level 3
Fair value measurement for financial instruments Total (Note 1) (Note 2) (Note 3)
Non-Derivative Financial Instruments
Assets:
Financial assets measured at fair value through profit or loss
Investment in stocks $ 55120 55,120 - -
Investment in bonds 1,747,676 - 1,747,676 -
Others 8,563 8,563 - -
Available-for-sale financial assets - net
Investment in bonds 2,005,933 2,005,933 - -
2013.12.31
Level 1 Level 2 Level 3
Fair value measurement for financial instruments Total (Note 1) (Note 2) (Note 3)
Derivative Financial Instruments
Assets:
Financial assets measured at fair value through profitorloss ~ $ 28,373 - 28,373 -
Liabilities:
Financial liabilities measured at fair value through profit or loss 237 - 237 -
2012.12.31
Level 1 Level 2 Level 3
Fair value measurement for financial instruments Total (Note 1) (Note 2) (Note 3)
Non-Derivative Financial Instruments
Assets:
Financial assets measured at fair value through profit or loss
Investment in stocks $ 140,464 140,464 - -
Investment in bonds 1,895,905 - 1,895,905 -
Others 132,676 132,676 - -
Available-for-sale financial assets - net
Investment in bonds 2,366,152 2,366,152 - -
Derivative Financial Instruments
Assets:
Financial assets measured at fair value through profit or loss 876 - 876 -
Liabilities:
Financial liabilities measured at fair value through profit or loss 1,781 - 1,781 -
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2012.1.1
Level 1 Level 2 Level 3
Fair value measurement for financial instruments Total (Note 1) (Note 2) (Note 3)
Non-Derivative Financial Instruments
Assets:
Financial assets measured at fair value through profit or loss
Investment in stocks $ 55864 55,864 - -
Investment in bonds 1,700,388 - 1,700,388 -
Available-for-sale financial assets - net
Investment in bonds 52,925 52,925 - -
Corporate bonds 2,326,333 2,326,333 - -
Others 9,678 9,678 - -
Derivative Financial Instruments
Assets:
Financial assets measured at fair value through profit or loss 10,201 - 10,201 -

Note 1: Fair value measurement for a financial instrument classified in Level 1 is determined as the quoted price for an identical financial instrument in an
active market. The definition of active market has all of the following conditions: (1) the products traded in the market are homogeneous, (2) willing
parties are available anytime in the market, and (3) price information is available for the public.

Note 2: Fair value measurement for a financial instrument classified in Level 2 is determined as the observable price other than quoted price in an active
market including an observable input obtained in an active market, either directly (i.e., as prices) or indirectly (i.e., derived from prices). The examples
of observable price are as follows:

A. The quoted price for an identical financial instrument in an active market means the fair value from the market transaction prices for an identical
financial instrument. An identical financial instrument should be determined by its characteristics and terms of transaction. The fair value of a
financial instrument has to be adjusted according to the observable market price of the identical financial instrument. The reasons for adjustments
include time lag of the occurring market transaction prices for an identical financial instrument (the quoted prices do not represent fair value at the
measurement date), the difference in transaction terms for financial instruments, transaction prices involving related parties, and the correlation
between the observable transaction prices of identical financial instruments and the market prices of held financial instruments.

B. The quoted market price of the same or identical financial instruments in an inactive market.

C. The fair value is estimated on the basis of the results of a valuation technique, and the market inputs used (i.., interest rate, yield curve, and
fluctuation rate) are based on obtainable data from the market (an observable input means an input can be derived from market data and can
reflect the expectation of market participants when the inputs were used in evaluating the prices of financial instruments).

D. A majority of inputs are derived from observable market data, or the input correlation can be tested based on observable market data.

Note 3: Input for a fair value measurement for a financial instrument classified in Level 3 is not based on obtainable data from the market (an unobservable
input, such as volatility for a share option derived from the share’s historical prices, as it does not generally represent current market expectations
about future volatility).

Note 4: For the year ended December 31, 2013 and 2012, unrealized (losses) gains due to the estimated change of fair value recognized by the Group were
$28,411 and ($11,388) thousands, respectively.
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34. Financial risk information

1) Risk management

The Group established a risk management framework which consist the Board, Assets, Liability and Risk Management
Committee, Risk Management Center and Internal Auditor as well as the operating units.

The Board reviews and assesses overall risks of the Group. It formulates high level risk management policy, exercises
delegated risk authorities and oversees the implementation of risk appetite and controls. It monitors all categories of risk,
receives reports on performance and emerging issues, determines actions to be taken to mitigate any negative effects to the
business, and to adjust risk management directions where appropriate in response to changes in the market condition and / or
business strategy.

2) Credit risk
(1) Risk Identification

Credit risk comes from the default risk of a credit client, significant decline in credit quality, collateral devaluation or the
default risk of derivatives counterparty. Credit risk factors identification shall consider not only internal business operations
but also external environmental changes.

(2) Risk Measurement

In order to appropriately evaluate and monitor obligor’s credit risk, the Group implements the internal rating system
factored in the characteristics of obligors and products to quantify it. The corresponding policies and procedures are
established and the regular model validation mechanism is executed to ensure the appropriateness and effectiveness
of the model. Credit risk management policy and experienced credit officers’ judgment supplement the credit rating
application on credit approval, facility management and performance analysis, etc.

(3) Mitigation of Credit Risk
a. Collateral Management

In assessing the credit extension, the business prospect, future cash flow, and repayment ability and willingness of an
obligor are the main factors for determining the repayment capability. However, for the creditor’s sake, the Bank and
its subsidiaries, under government regulations, could ask the obligor or a third party to deliver pledge of real estate,
chattel, or securities as collateral which could be disposed for recovering the creditor’s right if the obligor defaults. The
Bank and its subsidiaries established several guidelines with respect to loan to value, collateral types, appraisement,
and collateral insurance, so that we can maintain good standing value in case of disposing collaterals timely.

b. Pre-settlement risk mitigation

For pre-settiement risk, the Bank and its subsidiaries might take mitigation actions such as calling for additional collateral
(or margin), signing a netting agreement or signing an early determination agreement so as to reduce the credit loss.

c. Post-lending loan review mechanisms

Post-lending loan review mechanism refers that the Bank and its subsidiaries periodically monitor customer’s usage of
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fund, performance and repayment capability so as to control the change of customer’s risk. The review frequency and
review content depend on the grade of customers. The Bank and its subsidiaries stipulated Guideline for Loan Reviews
based on the lending principle issued by The Bankers Association of The Republic of China and Credit Officer System
established by the Bank and its subsidiaries. Loan review items cover change of borrower’s business, relationship with
banks, change of operation condition, change of the collateral value, change of bank debt, and change of repayment
sources and so on. If there is significant change of obligor’s credit risk profile, the credit grade will be re-rated and
unused facility might be adjusted depending on the situation.

d. Credit risk assurance review

In order to ensure the adequacy of entire credit risk management and control mechanisms, credit risk portfolio and
credit risk management process are assessed, reviewed, monitored and examined periodically by the Bank and its
subsidiaries, to assist the Bank and its subsidiaries in their stable growth of long-term operation.

e. The maximum credit exposure to the credit risk of off balance sheet items (without considering the allowance for bad
debt, collaterals and guarantees)

2013.12.31 2012.12.31 2012.11
Irrevocable loan commitment $ 9,808,842 10,485,876 8,992,014
Credit card commitment 1,511,801 1,439,750 1,352,221
Letter of credit commitment 2,381,700 2,743,122 2,873,344

(4) Concentrations of credit risk

Significant concentrations of credit risk occur when there are exposures, significant enough to threaten a bank’s security or
its ability to maintain core businesses, to an individual counterparty to a transaction or a number of related counterparties
engage in similar activities and have similar economic characteristics that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic or other conditions. Concentrations of credit risk originate
from assets, liabilities, and off-balance-sheet items by means of performing an obligation to deliver products or service,
execution of a trade, or combination of cross-classification exposures. The Group have proper internal policies, systems,
and controls to recognize, measure, monitor, and control concentrations of credit risk. The following table illustrates the
diversification of the loan portfolio among industry sectors, geographical regions and collateral types of the Group.

(@) Industry
December 31, 2013 December 31, 2012 January 1, 2012
Amount % Amount % Amount %
Private enterprise $ 18,817,051 19.11 17,497,403 19.48 16,186,154 19.40
Government-owned businesses 2,650,000 2.69 2,340,000 2.61 500,000 0.60
Public Sector 8,211,086 8.34 6,481,019 7.22 4,196,628 5.03
Non-profit organization 523,320 0.53 327,108 0.36 295,463 0.35
Individuals 68,282,096 69.33 63,172,402 70.33 62,279,098 74.62

$ 98,483,553 100.00 89,817,932 100.00 83,457,343 100.00
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(b) Region
Not applicable since the Group conducts its business domestically.

(c) Collateral

2013.12.31 2012.12.31 2012.1.1
Amount % Amount % Amount %

Non-secured $ 25,105,573 2549 22,758,175 2534 18,572,274 22.25
Securities 166,941 0.17 127,842 0.14 118,112 0.14
Bond 227,068 0.23 191,427 0.21 239,208 0.29
Real estate 54,213,239 55.05 49,038,257 5460 47,434,937 56.84
Chattel 13,808,159 14.02 12,919,911 14,38 12,914,103 15.48
Notes receivables 88,398 0.09 103,985 0.12 93,913 0.11
Guarantee 4,874,175 4.95 4,678,335 5.21 4,084,796 4.89

$ 98,483,553 100.00 89,817,932 100.00 83,457,343  100.00

(5) Credit Quality Analysis for Discounts and Loans and Receivables

Impairment allowance (D)

Neither past
due nor  Past due not With Without Net
impaired impaired Impaired Total objective objective  (A)+(B)*(C)
2013.12.31 (A) (B) (C) (A)*(B)*(C)  evidence evidence -(D)
Receivables
- Credit card 149,777 885 792 151,454 219 23,630 127,605
- Revenue 1,123 - 1,123 - - 1,123
- Interest 188,611 3,355 191,966 1,159 514 190,293
- Others 9,986 60,987 70,973 2,069 12,433 56,471
Subtotal 349,497 885 65,134 415,516 3,447 36,577 375,492
Discounts and loans 97,041,612 199,489 | 1,242,452 | 98,483,553 739,382 | 1,304,689 | 96,439,482
Off balance sheet items
- Guarantee 1,995,457 140,336 | 2,135,793 - 2,135,793
- Letter of credit 245,907 245,907 - 245,907
Subtotal 2,241,364 140,336 | 2,381,700 - 2,381,700
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Neither past Impairment allowance (D)
due nor  Past due not With Without Net
impaired impaired Impaired Total objective objective  (A)+(B)*(C)
2012.12.31 (A) (B) (C) (A)+(B)+(C)  evidence evidence -(D)
Receivables
- Credit card 142,285 545 419 143,249 17,455 703 125,091
- Revenue 950 950 - 950
- Interest 225,941 2,495 228,436 3,630 1,052 223,754
- Others 6,225 15,648 21,873 9,439 1,117 1,317
Subtotal 375,401 545 18,562 394,508 30,524 2,872 361,112
Discounts and loans 89,078,327 161,627 577,978 | 89,817,932 528,497 1,142,056 | 88,147,379
Off balance sheet items
- Guarantee 2,503,990 25111 2,529,101 - 2,529,101
- Letter of credit 214,021 214,021 - 214,021
- Acceptance 9,381 9,381 - 9,381
Subtotal 2,727,392 25,111 2,752,503 - - 2,752,503
Neither past Impairment allowance (D)
due nor  Past due not With Without Net
impaired impaired Impaired Total objective objective  (A)+(B)*(C)
201211 (A) (B) (C) (A)+(B)+(C)  evidence evidence ~(D)
Receivables
- Credit card 151,306 1,224 807 153,337 151 11,035 142,151
- Revenue 732 732 - 732
- Interest 208,512 1,614 210,126 122 6,560 203,444
- Others 26,068 26,159 52,227 689 2,592 48,946
Subtotal 386,618 1,224 28,580 416,422 962 20,187 395,273
Discounts and loans 82,653,435 207,812 596,096 | 83,457,343 400,674 717,652 | 82,339,017
Off balance sheet items
- Guarantee 2,662,394 12,445 | 2,674,839 2,674,839
- Letter of credit 198,506 - 198,506 - 198,506
- Acceptance 4,884 4,884 - 4,884
Subtotal 2,865,784 12,445 | 2,878,229 - 2,878,229
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(6) Credit Quality Analysis for Discounts and Loans and Receivables Neither past due nor impaired

Amount
2013.12.31 Very Good Good Medium None Total
Consumers’ financing
- Automobile 5,894,055 6,507,916 406 3,534 12,405,911
- Real estate 600,062 12,166,380 6,457,850 2,928,893 22,153,185
- Credit loans 5,195,939 2,195,864 17,287 163,591 7,572,681
- Deposit collateral - 9,249 6,093 105,315 120,657
- Other secured 8,155 587,622 206,735 36,031 838,543
- Other non-secured 91,032 17,727,017 5,766,607 662,118 24,246,774
Corporate financing
- Government - - - 10,861,086 10,861,086
- Other secured 1,454,429 7,556,856 4,487,942 208,306 13,707,533
- Other non-secured 482,345 2,975,507 1,527,012 150,378 5,135,242
Total 13,726,017 49,726,411 18,469,932 15,119,252 97,041,612
Amount
2012.12.31 Very Good Good Medium None Total
Consumers’ financing
- Automobile 1,554 25,868 18,704 11,334,578 11,380,704
- Real estate 1,452,889 6,102,519 2,607,877 11,705,790 21,869,075
- Credit loans 9,203 16,517 29,079 7,661,064 7,715,863
- Deposit collateral 1,660 15,566 2,748 92,067 112,041
- Other secured 1,333,351 11,133,849 6,910,081 1,024,038 20,401,319
- Other non-secured 84,128 505,522 378,514 118,627 1,086,791
Corporate financing
- Government - - - 8,821,019 8,821,019
- Other secured 1,630,580 5,568,358 4,192,484 1,428,648 12,820,070
- Other non-secured 403,226 1,921,019 1,993,813 553,387 4,871,445
Total 4,916,591 25,289,218 16,133,300 42,739,218 89,078,327
Amount
201211 Very Good Good Medium None Total
Consumers’ financing
- Automobile 1,571 24,481 17,497 11,263,002 11,306,551
- Real estate 1,602,590 5,497,404 1,986,869 11,592,268 20,679,131
- Credit loans 10,473 19,176 16,954 7,956,335 8,002,938
- Deposit collateral 160 14,054 2,025 92,519 108,758
- Other secured 1,583,719 10,416,527 6,842,222 1,470,012 20,312,480
- Other non-secured 104,741 597,080 320,935 153,609 1,176,365
Corporate financing
- Government - 7,000 - 4,689,628 4,696,628
- Other secured 1,425,761 4,855,528 3,961,369 1,657,257 11,899,915
- Other non-secured 416,031 1,724,975 1,663,317 666,346 4,470,669
Total 5,145,046 23,156,225 14,811,188 39,540,976 82,653,435
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Neither past due nor impaired Past due Total Impairment Net
Not Impaired Impaired Allowance (A)*#(B)+
2013.12.31  Very Good Good Normal Total(A) (B) (C) (A)*+(B)+(C) (D) (C)-(D)
Available for sale
- Bond 2,005,933 2,005,933 2,005,933 2,005,933
Held-to-maturity
- Bond 3,534,588 3,534,588 3,534,588 3,534,588
- Other 1,000 1,000 1,000 1,000
Other
- Bond - 59,900 59,900 7,563 52,337
Total 5,541,521 5,541,521 59,900 5,601,421 7,563 | 5,593,858
Neither past due nor impaired Past due Total Impairment Net
Not Impaired Impaired Allowance (A)*#(B)+
2012.12.31  Very Good Good Normal Total(A) (B) (03] (A)*+(B)+(C) (D) (C)-(D)
Available for sale
Bond 2,366,153 2,366,153 2,366,153 2,366,153
Held-to-maturity
- Bond 3,122,617 3,122,617 3,122,617 3,122,617
- Other 1,401,000 1,401,000 1,401,000 1,401,000
Other
- Bond - 58,272 58,272 7,357 50,915
Total 6,889,770 6,889,770 58,272 6,948,042 7,357 | 6,940,685
Neither past due nor impaired Past due Total Impairment Net
Not Impaired Impaired Allowance (A)+(B)+
2012.1.1 Very Good Good Normal Total(A) (B) (C) (A)+(B)+(C) (D) (C)-(D)
Available for sale
- Bond 2,379,258 2,379,258 2,379,258 2,379,258
Held-to-maturity 9,678 9,678 9,678 9,678
- Bond
- Other 2,216,377 2,216,377 2,216,377 - 2,216,377
Other 1,000 1,000 1,000 - 1,000
- Bond
Total - 60,580 60,580 7,648 52,932
Available for sale | 4,606,313 4,606,313 60,580 | 4,666,893 7,648 | 4,659,245
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(8) Ageing analysis of days past due but not impaired gross financial assets

Past due but not impaired loans are those for which the customer is in the early stages of delinquency and has failed
to make payment, or a partial payment in accordance with the contractual terms of the loan agreement. This is typically
where a loan is less than 90 days past due and there are no other indicators of impairment.

2013.12.31 2012.12.31 201211
Overdue Overdue Overdue Overdue Overdue Overdue
lessthan 1to3 lessthan 1to3 lessthan 1to3
1month months  Total 1month months Total 1month months Total
Receivables
- credit card $ 816 69 885 545 545 - 1,224 1,224
Discounts and loans
Consumers
- automobile 1225 11260 12,485 9,214 9,214 - 11,233 11,233
- real estate 2,678 35146, 37,824 176 34,190 34,366 232| 60,977 61,209
- credit line 51,803 46,216| 98,019 47,525 38,190| 85,715 51,596| 36,254 87,850
- other secured 1,449 90 1,539 2,464 277 2,741 2,617 3,617 6,234
- other non-secured 6| 10,507 10,513 3,808 6,054 9,862 10| 14,849 14,859
Corporate
- other secured - 29,124 | 29,124 3478 11,643 15,121 6,539| 14,079, 20,618
- other non-secured 9,985 9,985 870 3,738 4,608 2,135 3,674 5,809
Total $ 57,977 142,397 | 200,374 58,321 | 103,851 162,172 63,129 145907 | 209,036
(9) Asset quality of non-performing loans and overdue receivables
Discounts and loans (gross)
Item 2013.12.31 2012.12.31 201211
There is objective evidence of Individual impairment 556,616 67,270 136,258
impairment on individual asset Collective impairment 685,836 505,856 459,838
;:‘s;?n';e?ﬁ Sﬁﬁ‘i}:ﬁjﬁlldai”s?t o | Collective impairment 97,241,101 89,244,806 82,861,247
Total 98,483,553 89,817,932 83,457,343
Allowance for doubtful accounts
Item 2013.12.31 2012.12.31 2012.1.1
There is objective evidence of Individual impairment 110,492 28,825 51,694
impairment on individual asset Collective impairment 628,891 499,672 348,980
I:s;?r::er:: g:ﬁf;:z;j;:d:s”s‘: o | Gollective impairment 1,304,688 1,142,056 717,652
Total 2,044,071 1,670,553 1,118,326
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Receivables (gross)

Item 2013.12.31 2012.12.31 2012.1.1
There is objective evidence of Individual impairment 894 236 278
impairment on individual asset | Collective impairment 3,253 171,718 2,143
;:‘s;fnfe':]‘; Sﬁjiilﬁﬁlldail‘;‘? o | Gollective impairment 411,391 231,935 418,885
Total 415,538 403,889 421,306

Allowance for doubtful accounts

Item 2013.12.31 2012.12.31 201211
There is objective evidence of Individual impairment 194 97 52
impairment on individual asset | Collective impairment 3,254 30,427 910
There is no objective evidence of | - o imoairment 36,577 2872 20,187
impairment on individual asset
Total 40,025 33,396 21,149
3) Liquidity risk

Liquidity risk includes market liquidity risk and fund liquidity risk. Because there is an active market for the Company’s holding
of stock, beneficiary certificates, government bonds and corporate bonds which can be sold at fair value readily, the Company
is able to manage liquidity risk effectively.

The basic principle in managing liquidity risk is to match the time-to-maturity for assets and liabilities and to monitor the
duration gap. The liquidity reserve ratio for the Company were 20.07% and 23.01% as of December 31, 2012 and 2011,
and the operating capital of the Company is sufficient to meet cash needs for all contractual obligations. The management
therefore expects that there is no liquidity risk concerning inability to raise capital to meet existing contractual obligations.

As of December 31, 2012, analysis for time-to-maturity of the Company’s assets and liabilities was as follows: (classified into
NT dollar and US dollar assets/liabilities)

(1) Maturity date analysis of non derivative financial liabilities

0~30 31~90 91~180 181 days~ Over
2013.12.31 days days days 1 year 1 year Total

Due from the Central Bank and Call

Loans to Other Banks 28,620 25,670 38,800 21,000 114,090
Receivables 593,217 60,192 14,286 41,105 12,844 721,644
Deposit and remittance 12,810,476 | 14,979,701 | 18,450,000 | 42,134,427 | 33,536,329 | 121,910,933
Financial debentures - - 1,500,000 1,500,000
TOTAL 13,432,313 | 15,065,563 | 18,503,086 | 42,196,532 | 35,049,173 | 124,246,667
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0~30 31~90 91~180 181 days~ Over
2012.12.31 days days days 1 year 1 year Total
Due from the Central Bank and Call
Loans to Other Banks 534,903 25,670 - 91,430 652,003
Receivables 614,318 59,542 17,311 12,618 13,081 716,870
Deposit and remittance 12,115,967 | 14,630,689 | 18,470,948 | 39,869,036 | 32,423,751 | 117,510,391
Financial debentures - - 1,500,000 1,500,000
TOTAL 13,265,188 | 14,715,901 | 18,488,259 | 39,973,084 | 33,936,832 | 120,379,264
0~30 31~90 91~180 181 days~ Over
201211 days days days 1 year 1 year Total
Due from the Central Bank and Call
Loans to Other Banks 112,815 25,670 - 91,430 229,915
Receivables 519,939 52,901 18,882 16,737 13,669 622,128
Deposit and remittance 12,074,643 | 14,440,534 | 18,241,137 | 37,949,809 | 30,409,602 | 113,115,725
Financial debentures - - 1,500,000 1,500,000
TOTAL 12,707,397 | 14,519,105 | 18,260,019 | 38,057,976 | 31,923,271 | 115,467,768
(2) Maturity analysis of derivatives
2013.12.31
0-30 31-90 91-180 180-365 Over 365
days days days days days Total
Financial assets
measured at fair value
through profit or loss,
Derivative instruments
(Foreign exchange) $ 237 - - - 237
2012.12.31
0-30 31-90 91-180 180-365 Over 365
days days days days days Total
Financial liabilities
measured at fair value
through profit or loss,
Derivative instruments
(Foreign exchange) $ 3,447 (1,666) - 1,781
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(3) Maturity analysis for off balance sheet items

2013.12.31 0~30days  31~90days 91~180 days 181~365 days Over 365 days Total
Commitment of loans 483,576 967,152 1,450,728 2,901,455 4,005,931 9,808,842
Commitment for letter of credit 720 12,686 18,231 89,669 1,390,495 1,511,801
Total 484,296 979,838 1,468,959 2,991,124 5,396,426 11,320,643

2012.12.31 0~30days  31~90days 91~180 days 181~365 days Over 365 days Total
Commitment of loans 312,479 624,958 937,437 1,874,875 6,736,127 10,485,876
Commitment for letter of credit - - - - 1,439,750 1,439,750
Total 312,479 624,958 937,437 1,874,875 8,175,877 11,925,626

201211 0~30days  31~90days 91~180 days 181~365 days Over 365 days Total
Commitment of loans 263,466 526,932 790,398 1,580,796 5,830,422 8,992,014
Commitment for letter of credit - - - - 1,352,221 1,352,221
Total 263,466 526,932 790,398 1,580,796 7,182,643 10,344,235

(4) Maturity analysis for operating lease

2013.12.31 Less than 1 year 1-5 year Over 5 year Total
Lease commitments
Operating lease payments (Lessee) 37,911 103,045 335 141,291
Operating lease income (Lessor) 18,325 18,558 - 36,883
Total 56,236 121,603 335 178,174
2012.12.31 Less than 1 year 1-5 year Over 5 year Total
Lease commitments
Operating lease payments (Lessee) 36,306 69,712 - 106,018
Operating lease income (Lessor) 15,742 38,820 - 54,562
Total 52,048 108,532 - 160,580
201211 Less than 1 year 1-5 year Over 5 year Total
Lease commitments
Operating lease payments (Lessee) 32,612 42,363 - 74,975
Operating lease income (Lessor) 16,260 26,175 - 42,435
Total 48,872 68,538 - 117,410
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4)Financial risk information
(1) Market risk

Market risk means the changes in market price that lead to the fair value and future cash flow volatility risk of the held
financial instruments, even if it is not included in the financial statements. The risk factors usually refer to interest rate,
exchange rate, equity investment and price. When the factors change, the Group’s net operating income and the value of
investment portfolio will have volatility risk.

The main market risks of the Company and its subsidiary are interest rate risk, exchange rate risk and equity investment
risk. The main position of interest rate risk includes transactions with conditions, bonds, securities investments, interest rate
swaps and so on. The main position of exchange risks includes forward exchange, foreign exchange swaps, FX options
and so on. The main position of equity investment risk includes stocks, funds, stock market index futures and so on.

The major objective of the risk management of the Group is to control the risk under the scope approved by the board
of directors by using effective management methods to utilize resource and create maximum economic profit. For major
risks, the Group had established the risk management policies to serve as its primary principle, which covers managerial
objective, organizational structure, accountability, and risk management procedures, and by implementing these
mechanisms, operational risks can be controlled at an acceptable level.

Market risk is the risk that the Group’s earnings or capital or its ability to meet business objectives will be adversely
affected by changes in the level, volatility or correlation of market risk factors, such as interest rate (including credit
spread), foreign exchange rate, securities price and commodity price. The market correlation and liquidity of these types of
instruments are also covered.

The Group divides market risk exposures into either trading or non-trading portfolios. The trading portfolio includes
positions arising from trading activities, which aim at benefiting from short-term price movements, such as proprietary
trading and market making. The non-trading portfolio includes positions not held for the purpose of earning capital gains.

Sensitivity analysis for exchange rate risk, interest rate risk and equity security price risk is as follows:

2013.12.31
Amount influence
Main risk Range Equity Gain or loss
Exchange rate risk USD/NTD, EUR/NTD increase 3% - (6,083)
Exchange rate risk USD/NTD, EUR/NTD decrease 3% - 6,083
Interest rate risk Interest rate curve rise 100BPS - (59,446)
Interest rate risk Interest rate curve fall 100BPS - 59,446
Price of equity stock risk Price of equity stock rise 15% - 9,552
Price of equity stock risk Price of equity stock fall 15% - (9,552)
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2012.12.31
Amount influence
Main risk Range Equity Main risk
Exchange rate risk USDINTD, EUR/NTD increase 3% - (1,611)
Exchange rate risk USD/NTD, EUR/NTD decrease 3% - 1,611
Interest rate risk Interest rate curve rise 100BPS - (77,849)
Interest rate risk Interest rate curve fall 100BPS - 77,849
Price of equity stock risk Price of equity stock rise 15% - 40,159
Price of equity stock risk Price of equity stock fall 15% - (40,159)
2012.1.1
Amount influence
Main risk Range Equity Main risk
Exchange rate risk USD/NTD, EUR/NTD increase 3% - (11,142)
Exchange rate risk USD/NTD, EUR/NTD decrease 3% - 11,142
Interest rate risk Interest rate curve rise 100BPS - (92,780)
Interest rate risk Interest rate curve fall 100BPS - 92,780
Price of equity stock risk Price of equity stock rise 15% - 8,346
Price of equity stock risk Price of equity stock fall 15% - (8,346)

(2) Exchange rate risk concentration information

All held foreign financial assets and liabilities are classified by currencies and represented using the carrying amounts. The
following tables are the information of December 31, 2013 and December 31, and January 1, 2012, respectively.
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2013.12.31 usb EUR JPY AUD NzD Total
Assets
Cash and equivalent 22,898 9,340 13,599 - - 45,837
Deposits of other banks 55,108 - - - - 55,108
Available-for-sale assets 52,338 - - 13,343 - 65,681
Discounts and loans 209,118 48,388 327 - - 257,833
Receivables 264,016 10,982 3 68,149 - 343,150
Others 2,770,795 41,709 24,120 106,890 70,065 | 3,013,579
Total 3,374,273 110,419 38,049 188,382 70,065 | 3,781,188
Liabilities
Deposits and remittances 1,042,283 37,226 30,159 120,567 57,800 | 1,288,035
Payables 363,368 2,498 977 175 7,448 374,466
Others 1,963,084 73,497 6,913 67,639 4817 | 2,115,950
Total 3,368,735 113,221 38,049 188,381 70,065 | 3,778,451
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(unit: Thousands of NTD)

2012.12.31 usb EUR JPY AUD NzD Total
Assets
Cash and equivalent 19,268 8,116 19 1,058 272 28,733
Deposits of other banks 245,176 - 25 - - 245,201
Available-for-sale assets 62,577 - - 27,679 - 90,256
Discounts and loans 335,485 42,291 2,199 - - 379,975
Receivables 493,868 32,673 9,378 566,584 - 1,102,503
Others 3,534,069 82,168 9,058 42,978 70,381 | 3,738,654
Total 4,690,443 165,248 20,679 638,299 70,653 | 5,585,322
Liabilities
Deposits and remittances 1,082,359 286,789 6,834 5,283 64,701 1,445,966
Payables 88,921 11,368 - 65,836 - 166,125
Others 175,058 95,659 37,015 1,163 - 308,895
Total 1,346,338 393,816 43,849 72,282 64,701 1,920,986
2012.1.1 usb EUR JPY AUD NzD Total
Assets
Cash and equivalent 30,248 9,139 27,105 - - 66,492
Deposits of other banks 276,850 - - - - 276,850
Available-for-sale assets 81,897 - - 30,255 - 112,152
Discounts and loans 249,977 56,546 8,135 - - 314,658
Receivables 24,817 2 1,351 622 - 26,792
Others 2,600,337 48,794 18,993 20,238 84,540 | 2,772,902
Total 3,264,126 114,481 55,584 51,115 84,540 | 3,569,846
Liabilities
Deposits and remittances 497,015 54,332 1,667 291 83,838 637,143
Payables 156,894 46 - 50,825 149 207,914
Others 941,573 39,788 56,418 - - 1,037,779
Total 1,595,482 94,166 58,085 51,116 83,987 | 1,882,836

35. Capital management
1) Capital management goal and procedure

The Target of capital management is to achieve the authority’s requirements for the BIS Capital Adequacy Ratio and to
improve the efficiency of capital usage through capital management procedures.

The Group considers the short-term and long-term capital demand, operating plans and the lowest requirement to the BIS
ratio to draft the capital plan. The Group conducts the stress testing, the simulation analysis periodically, consider the external
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conditions and other factors, such as potential risks, environment changes of the financial market and other events that will
affect the risk tolerable ability to ensure the company can maintain sufficient capital while unfavorable events and significant
changes to the market occur.

2) Definition and regulation

The Company’s authority is the Financial Supervisory Commission (the FSC). The Bank follows the‘Regulations Governing
the Capital Adequacy and Capital Category of Banks” issued by the FSC.

The term “Ratio of Regulatory Capital to Risk-weighted Assets” shall mean Common Equity Tier 1 Ratio, Tier 1 Capital
Ratio, and Total Capital Adequacy Ratio. Except computing the Company’s own ratios, it also calculates the ratios using the
consolidated financial information according to the IAS 27. All mentioned ratios should be in conformity with article 5 of the
regulations.

3) Regulatory capital

The Company’s regulatory capital is divided into net Tier 1 Capital and net Tier 2 Capital following the “Regulations Governing
the Capital Adequacy and Capital Category of Bank’s”:

(a) Net Tier 1 Capital: The aggregate amount of net Common Equity Tier 1 and net additional Tier 1 Capital. - Net common
equity tier 1 capital: Primarily consists of the aggregate amount of Common stock and additional paid-in capital in excess
of par - common stock, Capital collected in advance, Capital reserves, Statutory surplus reserves, Special reserves,
accumulated profit or loss, Non-controlling interests, and Other items of interest, minus intangible assets (including
goodwill), deferred tax assets due to losses from the previous year, the insufficiency of operation reserves and loan loss
provisions, the revaluation surplus of real estate, unamortized losses on sales of non-performing loans, and statutory
adjustment items calculated in accordance with “the Methods for calculating Bank’s regulatory capital and Risk Weighted
Assets”. - Net additional Tier 1 capital: Consists of the aggregate amount of non-cumulative perpetual preferred stock
and its capital stock premium, non-cumulative perpetual subordinated debts, additional tier 1 capital issued by banks’
subsidiaries and not directly or indirectly held by banks, minus statutory adjustment items calculated in accordance with “the
Methods for calculating Bank’s regulatory capital and Risk Weighted Assets”.

(b) Net tier 2 capital: Consist of the aggregate amount of cumulative perpetual preferred stock and its capital stock premium,
cumulative perpetual subordinated debts, convertible subordinated debts, long-term subordinated debts, non-perpetual
preferred stock and its capital stock premium, the increase in retained earnings when fair value or re-estimated value
is adopted as deemed cost for the first-time adoption of IFRSs on premises, 45% of unrealized gains on available-for-
sale financial assets, operational reserves and loan-loss provisions, and tier 2 capital issued by banks’ subsidiaries and
not directly or indirectly held by banks, minus statutory adjustment items calculated in accordance with “the Methods for
calculating Bank’s regulatory capital and Risk Weighted Assets”. The Bank issues different capital instrument via versatile
venues to maintain a sound capital structure. The Bank does not provide holders of such capital instruments with relevant
financing. Subsidiaries of the financial holding company, to which the Bank belongs, do not own such capital instruments.
conducts regular filing of capital adequacy self-assessment and various risks management every year in accordance with
regulatory mandate.
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4) Capital Adequacy ratio:

Year 90131231 20121231 2012.1.1

ltem
Common stock capital 5,996,666 5,155,439 5,059,918
; Other tier 1 capital -
Capital - :
Tier Il Capital 2,167,578 2,452,416 2,243,209
Total 8,164,244 7,607,855 7,303,127
Standardized approach 72,125,004 65,405,914 58,605,855
Creditrisk | Internal-rating-based approach
Secularizations - 1,924 5,793
. Basic indicator approach 4,209,427 3,941,879 3,633,837
Risk- Operational
weighted risk Standardized approach / alternative approach
assets Advanced measurement approach
] Standardized approach 2,098,803 2,797,863 2,533,448
Market risk
Internal model approach
Total risk-weighted assets 78,433,234 72,147,580 64,778,933
Capital adequacy ratio 10.41 % 10.54 % 11.27 %
Common stock / risk-weighted assets 7.65% 714 % 7.81%
Tier | capital / risk-weighted assets 7.65 % 7.14 % 7.81%
Leverage Ratio 3.94 % 4.16 % 4.27 %

36. Related-Party transactions
1) Parent company and ultimate controlling party

The Company is the ultimate controlling party of the Group.

2) Significant transactions with related parties
(a) Loans

As of December 31, 2013 and 2012, loans to related parties amounted to approximately $171,102 and $92,787 thousands,
respectively, representing 0.18% and 0.11% of total loans at each date. Interest resulting from such loans was $767 and
$1,786 thousands, respectively, representing 0.02% and 0.06% of total interest income for 2013 and 2012, respectively.
The range of interest rates were 1.70%~2.70% and 1.70%~2.75%, respectively.

As of December 31, 2013 and 2012, loans to key managerment amounted to approximately $90 and $5,325 thousands,
respectively. Interest resulting from such loans was $2 and $369 thousands, respectively. The range of interest rates were
1.86%~1.90% and 1.86%~2.75%, respectively.
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(b) Deposits

As of December 31, 2013 and 2012, deposits from related parties were approximately $133,617 and $275,426 thousands,
respectively, representing 0.11% and 0.23% of total deposits at each date. Interest resulting from such deposits was
$4,785 and $5,711 thousands, respectively, representing 0.45% and 0.55% of total interest expense for 2013 and 2012.
The range for employee demand savings deposits interest rate was approximately 9.15%. The range of interest rate was
approximately0.14%~1.36% and 0.14%~ 1.33% p.a., respectively.

As of December 31, 2013 and 2012, deposits from key management were approximately $55,667 and $173,911
thousands, respectively, representing 0.05% and 0.15% of total deposits at each date. Interest resulting from such
deposits was $2,350 and $2,865 thousands, respectively, representing 0.22% and 0.27% of total interest expense for 2013
and 2012. The range for employee demand savings deposits interest rate was approximately 9.15%. The range of interest
rate was approximately0.14%~1.36% and 0.14%~ 1.33% p.a., respectively.

3) Key management personnel compensation

2013 2012
Salary and other short-term employee benefits $ 28,742 25,383
Post-employment benefits 570 536
Share-based payment 137 -
$ 29,449 25,919
37.Pledged assets
December 31, December 31, January 1,
2013 2012 2012
Pledged for:
Guarantee deposits for provisional actions against
defaulted loans and deposit for trust business
(recorded as available-for-sale financial assets
and Held-to-maturity financial assets) $ 121,400 73,500 58,800
38. Significant commitments and contingencies
December 31, December 31, January 1,
2013 2012 2012
Collections received $ 9,529,803 10,621,908 11,146,198
Guarantees 2,135,793 2,529,101 2,674,838
Travelers’ checks held on consignment 16,795 26,529 30,320
Loan commitments 11,320,643 11,925,626 10,344,235
Letter of credit commitments 245907 214,021 198,506
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39. Significant Disaster Loss: None
40. Significant Subsequent Events: None

41. Other Matters

1) Personnel expenses, depreciation, and amortization for the years ended December 31, 2013 and 2012, were summarized as follows:

2012 2011
Operating ~ Operating Operating
Function Costs Expenses Total Expenses Total
Personnel Expenses:
Salaries 972,461 972,461 959,451 959,451
Labor and health insurance 70,329 70,329 64,727 64,727
Pension 53,306 53,306 71,498 71,498
Other personnel expenses 45,537 45,537 57,655 57,655
Depreciation expenses 34,378 34,378 40,972 40,972
Amortization expenses 2,258 2,258 2,025 2,025
2)Balance sheet and trust property under the Company’s trust accounts are disclosed as follows:
Balance Sheet
December 31, 2013
Trust Assets Trust Liabilities
Deposit in bank $ 146,148 Trust capita - money $ 4,735,524
Investment in mutual fund 4,589,376 Trust capita - real estate -
Total trust assets $ 4,735,524 Total trust liabilities $ 4,735,524
Balance Sheet
December 31, 2012
Trust Assets Trust Liabilities
Deposit in bank $ 94,901 Trust capita - money $4,586,482
Investment in mutual fund 4,468,000 Trust capita - real estate -
Total trust assets $ 4,586,482 Total trust liabilities $ 4,586,482
Property list of trust account
December 31, 2013
Items Amount
deposits $ 146,148
Investment in mutual fund 4,589,376
$ 4,735,524
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December 31, 2012

Items Amount
deposits $ 94,901
Investment in mutual fund 4,468,000
Real estate - trust 23,581
§_ 4586482
Income Statement of Trust Accounts
For the year ended December 31, 2013
Trust Income
Interest income $ 37
Trust Expense
Service fees 15
Management fees 1,187
Income loss before income taxes (1,165)
Income tax expense -
Net loss $ (1,165)
For the year ended December 31, 2012
Trust Income
Interest income $ 39
Trust Expense
Service fees 4
Management fees 890
Income loss before income taxes (855)
Income tax expense -
Net loss $ (855)
3) Profitability
Unit: %
Items December 31,2013 December 31, 2012
: Before income tax 0.44 0.20
Return on assets ratio (annual) .
After income tax 0.38 0.16
) ) Before income tax 9.86 4.74
Return on equity ratio (annual) -
After income tax 8.54 3.95
income 19.59 8.40
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Note 1: Return on assets ratio = Net income before/after income tax + average total assets

Note 2: Return on equity ratio = Net income before/after income tax + average total stockholders’ equity.

Note 3: Net income ratio = Net income after income tax + Net revenue.
Note 4: Net income before/after tax represented accumulated income of current year
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42. Segment Information:

The Group has three segments need to be disclosed (consumers’ financing, branches, and others). Each department provides
different services and products, and managed separately based on their diverse techniques and marketing tactic. The higher
level managements of the Group review each department’s internal management report every quarter. The information of asset
and income disclose by segments all follow the significant accounting policies stated above. The operation businesses of the
segments which need to be disclosed were as follow:

Consumers’
2013 financing Branches Others Elimination Total
Revenue
Net interest income $ 1,119,481 593,684 355,421 - 2,068,586
Net service income 17,496 56,154 162,391 - 236,041
Other income-net - 46,826 227,125 (14,211) 259,740
Income between segments (366,994) 596,000 (229,0006) - -
Total 769,983 1,292,664 515,931 (14,211) 2,564,367
Expenses
Bad debt 194,362 163,964 44,387 - 402,713
Operating expenses 275,686 636,886 676,992 (270) 1,589,294
Total 470,048 800,850 721,379 (270) 1,992,007
Income before tax $ 299,935 491,814 (205,448) (13,941) 572,360
Consumers’
2013.12.31 financing Branches Others Elimination Total
Assets $ 29,106,656 68,222,116 34,237,655 (49,784) 131,516,643
Liabilities $ 28,806,720 64,856,747 31,554,501 (28,270) 125,189,698
Consumers’
2012 financing Branches Others Elimination Total
Revenue
Net interest income $ 1,126,644 462,542 420,146 - 2,009,332
Net service income 22,714 57,107 160,755 - 240,576
Other income-net - (11,445) 120,586 (14,927) 94,214
Income between segments (371,255) 640,512 (269,257) - -
Total 778,103 1,148,716 432,230 (14,927) 2,344,122
Expenses
Bad debt 287,372 261,605 (45,646) - 503,331
Operating expenses 269,388 544,800 775,201 (221) 1,589,168
Total 556,760 806,405 729,555 (221) 2,092,499
Income before tax $ 221,343 342,311 (297,325) (14,706) 251,623
Consumers’
2013.12.31 financing Branches Others Elimination Total
Assets $ 28,702,990 60,148,540 37,843,280 (49,668) 126,645,142
Liabilities $ 28,481,560 58,097,837 4,837,394 (49,668) 121,367,123
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1) Service segment information

Services 2013 2012
Interest income for loans $ 2,692,271 2,643,613
Other interest income 441,451 409,863
Service income 256,086 259,175
$ 3,389,808 3,312,651

2) Geographic segment information:

The Group’s interest income and service fee income are both from the customers in Taiwan. The Group’s non-current assets
are all located in Taiwan.

3) Information on major customers: For the years ended December 31, 2013 and 2012, no individual customer of the Group
accounted for 10% or more of the Bank and its subsidiaries’ revenue in the statements of income. Therefore, disclosure of
information on major customers is not required.

43. First-time adoption of IFRSs

The consolidated financial statements as of December 31, 2012 were prepared in conformity with the generally accepted
accounting principles of the Republic of China as mentioned in Note 4. These are the Group’s first consolidated financial
statements prepared under Guidelines and IFRS endorsed by the FSC, and IFRS 1 “First-time Adoption of International
Financial Reporting Standards” has already been applied.

The preparation of the consolidated financial statements for the year ended December 31, 2012 and the consolidated balance
sheets as of December 31, 2012 and January 1, 2012 (conversion date) adopted the IFRS” Accounting Policies.

For purposes of preparing the first financial reports in 2012 under IFRS, the Group regarded the amounts in the financial reports
under the R.0.C. GAAP as the initial point for adjustments. An explanation of how the transition to IFRS has affected the
reported financial position, financial performance, and cash flows of the Group is provided in the following statements and notes.
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The significant differences of preparing financial statements which the Company evaluated between
current GAAP and IFRSs are listed below:

1. Assets, liabilities and equity adjustments
(1) Adjustments for consolidated statement of financial position on January 1, 2012

General accepted accounting
principles in the Republic of China

(R.0.C GAAP) IFRS conversion’s impact IFRSs accepted by the FSC
Difference in
recognitionand  Difference in
ltem Amount measurement  Presentation Amount ltem Note
Cash and cash $ 1,316,586 (1,000) 1,315,586 Cash and cash H
equivalents equivalents
Due from Central Bank 28,169,036 28,169,036  Due from Central Bank
and call loans to bank and call loans to bank
Financial assets 1,766,453 - 1,766,453 Financial assets
measured at fair value measured at fair value
through profit or loss through profit or loss
Securities purchased 600,004 - 600,004 Securities purchased
under resell greements under resell agreements
Receivables, net 495,404 (82,272) 413,132 Receivables, net
82,272 82,272  Current income tax
assests
Loans, net 82,215,491 82,215,491 Loans, net
Available-for-sale 2,388,593 343 2,388,936 Available-for-sale K
financial assets, net financial assets, net
Held-to-maturity financial 2,216,109 268 1,000 2,217,377 Held-to-maturity financial
assets, net assets, net H.K
Other financial assets 208,242 - 208,242  Other financial assets-
net
Premises and 1,193,358 106,995 21,583 1,321,936  Premises and equipment ~ F.I.J
equipment, net - net
6,578 602,924 609,502  Investment Property - F
net
Intangible assets 110,183 321 - 110,504  Intangible assets - net |
Deferred tax assets 72,639 70,146 6,915 149,700 Deferred income tax D
assets - net
Other assets 820,052 (107,354) (624,507) 88,191 Other assets - net ECJ
Total Assets $ 121,572,150 77,297 6,915 121,656,362

145




Financial Status

COTA Commercial Bank Co., Ltd.
Notes to Consolidated Financial Statements (Continued)
(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

General accepted accounting
principles in the Republic of China

(R.0.C GAAP) IFRS conversion’s impact IFRSs accepted by the FSC
Difference in
recognitionand Difference in
Item Amount measurement  Presentation Amount Item Note
LIABILITIES:
Deposits from Central Deposits from Central
Bank and otherbanks  § 229,915 229,915 Bank and other banks
Payables 600,933 21,195 622,128 Payables B
Deposits and 113,115,725 113,115,725  Deposits and
remittances remittances
Subordinate financial 1,500,000 - 1,500,000 Subordinate financial
debentures debentures
Accrued pension liability 171,551 (153,474) (18,077) C
391,428 38,628 430,056 Provisions AC.G
19,362 90,714 110,076  Deferred income tax D
liabilities
Other liabilities 540,035 (104,350) 435,685 Other liabilities D.G
Total liabilities 116,158,159 278,511 6,915 116,443,585
Stockholders’ equity:
Common stock 4,180,451 4,180,451 Common stock
Capital reserve 884,299 884,299 Capital reserve
Retained earnings: Retained earnings:
[Statutory reserve 37,043 37,043 Statutory reserve
Undistributed earnings 194,628 (108,571) 86,057 Undistributed earnings ~ A.B.C.D.
EIK
Other items in Other items in
stockholders’ equity stockholders’ equity
Land revaluation 138,763 (138,763) E
increments
Cumulative translation
adjustments
Unrealized gains on 24,927 24,927
financial instruments
Net loss not recognized (46,120) 46,120 C
as pension cost
Total stockholders’ 5,413,991 (201,214) 5,212,777
equity
Total Liabilities and $121,572,150 77,297 6,915 121,656,362

Stockholders’ Equity
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(2) Adjustments for consolidated statement of financial position on December 31, 2012

General accepted accounting
principles in the Republic of China

(R.0.C GAAP) IFRS conversion’s impact IFRSs accepted by the FSC
Difference in
recognitionand  Difference in
ltem Amount measurement  Presentation Amount ltem Note
Cash and cash $ 1,363,620 (1,000) 1,362,620 Cash and cash H
equivalents equivalents
Due from Central Bank 23,671,717 23,671,717 Due from Central Bank
and call loans to bank and call loans to bank
Financial assets 2,169,921 - 2,169,921 Financial assets
measured at fair value measured at fair value
through profit or loss through profit or loss
Securities purchased 1,649,290 - 1,649,290 Securities purchased
under resell under resell
agreements agreements
Receivables, net 407,319 (23,550) 383,769 Receivables, net D
23,550 23,550 Current income tax D
assests
Loans, net 87,964,356 - 87,964,356 Loans, net
Available-for-sale 2,365,873 279 - 2,366,152 Available-for-sale K
financial assets, net financial assets, net
Held-to-maturity financial 4,522,347 270 1,000 4,523,617 Held-to-maturity financial ~ H.K
assets, net assets, net
Other financial assets 205,909 - 205,909 Other financial assets
Premises and 1,242,649 100,266 15,502 1,358,417 Premises and F.lJ
equipment, net equipment, net
5,565 541,650 547,215  Investment Propertylnet Fl
Intangible assets 109,788 512 - 110,300 Intangible assetsinet |
Deferred tax assets 122,804 81,293 9,535 213,632 Deferred income tax D
assetsinet
Other assets 749,334 (97,594) (557,153) 94,587 Other assetslnet Clrd
Total Assets $126,544,927 90,591 9,534 126,645,052
LIABILITIES:
Deposits from Central $652,003 652,003 Deposits from Central
Bank and other banks Bank and other banks
Financial liabilities 1,781 1,781 Financial liabilities
measured at fair value measured at fair value
through profit or loss through profit or loss
Payables 768,956 21,534 (76,018) 714,472  Payables B.D

147




Financial Status

COTA Commercial Bank Co., Ltd.
Notes to Consolidated Financial Statements (Continued)
(expressed in thousands of New Taiwan Dollars, unless otherwise stated)

General accepted accounting
principles in the Republic of China

(R.0.C GAAP) IFRS conversion’s impact IFRSs accepted by the FSC
Difference in
recognitionand  Difference in
ltem Amount measurement  Presentation Amount ltem Note
76,018 76,018 Current income tax D
liabilities
Deposits and 117,510,391 117,510,391  Deposits and
remittances remittances
Subordinate financial 1,500,000 1,500,000 Subordinate financial
debentures debentures
Accrued pension liability 213,635 (183,555) CG
456,670 502,254  Provisions AB.C.G
18,079 111,412 Deferred income tax D
liabilities
Other liabilities 398,095 298,792  Other liabilities D.G
Total liabilities 121,044,861 312,728 121,367,123
Stockholders’ equity:
Common stock 4,247,338 4,247,338  Common stock
Stock dividends to be - Stock dividends to be
distributed distributed
Capital reserve 884,333 884,333 Capital reserve
Retained earnings: Retained earnings:
Statutory reserve 94,717 94,717 Statutory reserve
Undistributed earnings 210,284 (169,335) 40,949  Undistributed earnings ~ AB.C.D.
E.lLK
Other items in Other items in
stockholders’ equity stockholders’ equity
Land revaluation 138,763 (138,763) E
increments
Cumulative translation (14) (14)
adjustments
Unrealized gains on 10,606 10,606
financial instruments
Net loss not recognized (85,961) 85,961 C
as pension cost
Total stockholders’ 5,500,066 (222,137) 5,277,929
equity
Total Liabilities and $126,544,927 90,591 126,645,052

Stockholders’ Equity
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(3) Adjustments of consolidated comprehensive income statement for the year ended December 31, 2012

General accepted accounting
principles in the Republic of China

(R.0.C GAAP) IFRS conversion’s impact IFRSs accepted by the FSC
Difference in
recognitionand  Difference in
Item Amount measurement  Presentation Amount Item Note

Interest income $ 3,053,537 (61) 3,053,476 Interest income K
Less:Interest expenses 1,075,695 (31,551) _ 1,044,144 Less:Interest expenses A

Net interest income 1,977,842 (61) 31,551 2,009,332 Net interest income
Non-interest income Non-interest income
Service fee and 240,576 240,576  Service fee and

commission income commission income
Gains and losses on 46,833 - 46,833 Gains and losses on

financial assets or financial assets or

liabilities measured liabilities measured

at fair value through at fair value through

profit or loss profit or loss
Realized gains or losses 13,799 - 13,799 Realized gains or losses

on available-for-sale on available-for-sale

financial assets financial assets
Realized gains or losses 1,034 - 1,034 Realized gains or losses

on held-to-maturity on held-to-maturity

financial assets financial assets
Foreign exchange gains (1,305) - (1,305) Foreign exchange gains
Gain on reversal of 15,970 - - 15,970  Gain on reversal of

impairment loss impairment loss
Other non-interest 16,059 1,824 17,883  Other non-interest F

income, net income, net
Net revenue 2,310,808 (61) 33,375 2,344,122
Provisions for bad 502,331 1,000 503,331 Provisions for bad

debt expenses and debt expenses and

guarantee reserve guarantee reserve
Operating expenses Operating expenses
Personnel expenses 1,074,710 4,702 73,919 1,153,331  Employee benefits AB.C

expenses

Depreciation and 34,641 7,549 807 42,997 Depreciation and F.l

amortization expenses amortization expenses
Other general and 435,191 (42,351) 392,840 Other general and

administrative administrative

expenses expenses

Total expenses 1,544,542 12,251 32,375 1,589,168 Total expenses
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General accepted accounting
principles in the Republic of China

(R.0.C GAAP) IFRS conversion’s impact IFRSs accepted by the FSC
Difference in
recognitionand  Difference in
Item Amount measurement  Presentation Amount Item Note
Net Income Before 263,935 (12,312) 251,623 Net Income Before
Tax fromContinuing Tax fromContinuing
Operations Operations
Income tax expenses 56,831 (2,083) 54,748 Income tax expenses D
Consolidated Gross $ 207,104 (10,229) 196,875 Consolidated Gross
Income Income
Other comprehensive
income:
$ (14) (14)  Exchange differences of
overseas subsidiaries’
financial reports
translation
(14,321) (14,321) Unrealized valuation
gains (losses) on
available-for-sale
financial assets
(60,880) - (60,880) Actuarial losses on C
defined benefits plan
10,345 - 10,345 Income tax related D
to components of
other comprehensive
income
(50,535) (14,335) (64,870) Consolidated other
comprehensive
income (Net Amount
After Tax)
$ (75,099) 132,005 Comprehensive
Income
2. Equity adjustment
Reference 2012.12.31 2012.1.1
Equity under ROC GAAP $ 5,500,066 5,413,991
Adjustments:
Pension liability 4(A)(B)(C) (392,247) (366,503)
Premise and equipment 4(1) 106,345 113,894
Financial instruments 4(K) 549 611
Income tax 4(D) 63,216 50,784
Equity under IFRS $ 5,277,929 5,212,777
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3. Material adjustment to statement of cash flows

Under R.O.C. GAAP, the Group prepared the consolidated statement of cash flows using indirect method and classified the
interests/ dividends received and tax/interests paid as part of operating cash flows and were not asked to show them as separate
items. Following IAS 7 “Statement of Cash Flows” as accepted by the FSC, however, for the year ended December 31, 2012, the
Group showed them as separate items under operating cash flows, and the amount was as follows: interests received amounted
to $3,035,166 thousands; interests paid amounted to $1,040,444 thousands; tax refunded amounted to $27,745 thousands.

Except for those stated above, the consolidated statement of cash flows prepared in accordance with IFRSs as accepted by
the FSC and with R.0.C. GAAP had no significant differences.

4. Adjustment notes
(A) Employee benefits such as retiree deposits with favorable rates

According to IAS 19 and the Regulations Governing the Preparation of Financial Reports by Public Banks, effective from
year 2013, when recognizing the post-employment benefits, such as retiree deposits with favorable rates, the Group
should consider the actuarial amount and recognize it accordingly. On January 1 and December 31, 2012, the effect of this
adjustment on related accounts is as follows: for provisions, an increase of $30,683 and $53,350, respectively; for retained
earnings, a decrease of $30,683 and $53,350, respectively.

For current employees, the benefit of deposits with favorable rates resulted an adjustment of reclassification in profit and
loss from interest expense to personnel cost amounted to $31,551 thousands.

(B) Benefit of paid leave

Following IAS 19, the Group recognized the paid leave for the period employees providing services. On January 1 and
December 31, 2012 the effect of this adjustment on related accounts is as follows: for payables, an increase of $21,195
and $21,534 thousands, respectively; for retained earnings, a decrease of $21,195 and $21,534 thousands, respectively.
Also, for the consolidated income statement for the year ended 2012, this adjustment increase employee benefits
expenses by $340 thousands.
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(C)Adjustments to pension actuarial gains and losses and pension obligations

Following the instructions related to employee benefits in IFRS 1, the Group elect to apply the exemption provided therein
and retrospectively apply IAS 19 to adjust (1) items related to unrecognized transitional net benefit obligation recognized
under R.0.C. GAAP, (2) items related to supplementary pension liability recognition adjustments recognized under R.O.C.
GAAP, and (3) part of the actuarial assumptions. On January 1 and December 31, 2012, the effect of this adjustment on
related accounts is as follows: for provisions, an increase of $360,745 and $403,320, respectively; for retained earnings,
a decrease of $360,745 and $403,320, respectively; for other assets, a decrease of $107,354 and $97,594, respectively;
for other adjustments to stockholders’ equity, an increase of $46,120 and $85,961, respectively. Also, for the consolidated
income statement for the year ended 2012, this adjustment increase employee benefits expenses by $4,362.

(D) Income tax

Following IFRS 1 and the Regulations Governing the Preparation of Financial Reports by Public Banks, effective from year
2013, the Group reclassify current tax assets, current tax liabilities and deferred tax assets. On January 1 and December
31, 2012, the effect of this adjustment on related accounts is as follows: for deferred tax assets and deferred tax liabilities,
both an increase of $6,915 and $9,535 thousands; for current tax assets, an increase of $82,272 and 23,550 thousands,
respectively; for current tax liabilities, an increase of $0 and $73,620 thousands, respectively; for receivables, a decrease
of $82,272 and $23,550 thousands, respectively; for payables, a decrease of $0 and $73,620 thousands, respectively.

Following IAS 12 and SIC 21, the temporary difference of the land revaluation increments tax payable under taxable
should be reclassified to deferred tax liabilities. On January 1 and December 31, 2012, the effect of this adjustment on
related accounts is as follows: for other liabilities, a decrease of both $83,799 thousands and for deferred income tax
liabilities, an increase of both $83,799 thousands.
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The employee benefit obligation adjustments mentioned in notes (A)(B)(C) and depreciation adjustments mentioned in
notes (I) incur income tax effects. On January 1 and December 31, 2012, the influence of the income tax effects on related
accounts is as follows: for deferred tax assets, an increase of $70,146 and $81,293 thousands, respectively; for deferred
tax liabilities, an increase of $19,362 and $18,079 thousands, respectively, for retained earnings, an increase of $50,784
and $63,216 thousands, respectively. Also, for the consolidated income statement for the year ended 2012, the income tax
effects increase income tax expenses by $10,345 thousands.

(E) Deemed costs of premises and equipment

According to the exemption about deem cost of property
and equipment, the revaluation of land in accordance
with the ROC GAAP was transferred to retained
earnings. On January 1 and December 31, 2012, the
effect of this adjustment on related accounts is as
follows: for other equities, a decrease of both $138,763
thousands and an increase of retained earnings of both
$138,763 thousands.

(F) Investment property

Following IAS 16 and IAS 40, the Group reclassify
the premise for rent or capital appreciation from other
assets, property to investment property, on January1
and December 31, 2012, the effect of this adjustment
is as follows: for other assets, a decrease of $607,359
and $546,045 thousand, respectively; for premise
and equipment, an increase of $4,615 and $4,395
thousands, respectively; for investment property,
an increase of $602,924 and $541,650 thousands,
respectively. Also, the related depreciation of $221
thousands was reclassified from other non-interest
revenue to depreciation expense in the consolidated
comprehensive income statement.

(G)Provisions

According to IFRS 1, provisions should be recognized separately and accrued pension liabilities would be eliminated. On
January 1 and December 31, 2012, the effect of this adjustment on related accounts is as follows: for accrued pension
liabilities, a decreased of $18,077 and $30,080 thousands, respectively; for other liabilities, a decrease of $20,551 and
$15,504 thousands, respectively, and for provisions, an increase of $38,628 and $45,284 thousands, respectively.

(H) Time deposit reclassification to other financial assets

The Group reclassifies the time deposit due over one year from cash to other financial asset, on January 1 and December
31, 2012, the effect is both $1,000 thousands.
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(1) Depreciation of property and equipment

Following IAS 16, the Group reassess the residual value and estimated useful lives for depreciation of components, on
January 1 and December 31, 2012, the effect of this adjustment on related accounts is as follows: a increase of premise
and equipment, $106,995 and $100,266 thousands, respectively; for investment property, an increase of $6,578 and
$5,565 thousands, respectively; for intangibles, an increase of $321 and $512 thousands; for retained earnings, an
increase of $113,894 and $106,345 thousands, respectively. Also, for the consolidated comprehensive income statement
for the year 2012, this adjustment reduced the depreciation expenses by $7,549 thousand.

(J) Deferred charges

Following IAS 16, the Group reclassifies certain deferred charges to premise and equipment under other assets. On
January 1 and December 31, 2012, the effect of this adjustment is as follows: for premise and equipment, an increase of
$16,968 and $11,107 thousands, respectively.

(K) Effective interest rate method

According to IAS No. 39 accepted by FSC, the amortization of financial assets will be calculated by using the effective
interest rate method rather than straight line method. On January 1 and December 31, 2012, the effect of this adjustment
on related accounts is as follows: for available-for-sale financial assets of $343 and $279 thousands, respectively; for held-
to-maturity financial assets of $268 and $270 thousands, respectively; for retained eamings, an increase of $611 and $549
thousands, respectively. Also, for the consolidated comprehensive income statement for the year 2012, this adjustment
reduces the interest income by $61 thousands.
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7-1. Financial Status

Unit: TWD thousand

Difference

e Year 2013 2012 Aount "

Total Asset 131,536,015 126,666,312 4,869,703 3.84
Total Liability 125,209,070 121,388,383 3,820,687 3.15
Total Equity 6,326,945 5,277,929 1,049,016 19.88

Remarks: No analysis presented due to changes less than 20%
7-2. Operation Performance
Unit: TWD thousand

o Year 2013 2012 Incree;i:;/clijen(irease Incre;zz/ngZSease
Interest income 3,133,722 3,053,476 80,246 2.63
Interest expense 1,065,307 1,044,254 21,053 2.02
Non-interest income, net 462,295 295,151 167,144 56.63
Net revenue 2,530,710 2,304,373 226,337 9.82
Bad debt expense 402,713 503,331 (100,618) (19.99)
Operating expense 1,558,492 1,552,431 6,061 0.39
Income before income tax 569,505 248,611 320,894 129.07
Net income 495,752 196,875 298,877 151.81

Remarks of Ratio Changes analysis:

1. Interest income increased by TWD80,246 thousand was due to loans increase.

2. Interest expense increased by TWD21,053 thousand was due to deposits increase.

3. Net non-interest income: Due to investment income increase and Asset Impairment Reversal.

4. Bad debt expense decreased was due to Asset quality increase.

5. Pre-Tax Income and Net Income increased was due to investment income increase, Asset Impairment Reversal and Bad debt expense decreased.

7-3. Cash Flow

7-3-1. Cash Flow Analysis for the Past Year and Remedy for Shortage of Liquidity:
Unit: TWD thousand

Cash Deficiency

Initial Yearly Operating Yearly Residual Cash Contingency Plan
Cash Residual Cash Flow Cash Inflow Amount (deficiency) Investment Financial
(1 (2) (3) (1)+(2)+(3) Plan Plan
21537963 | (1599.808) | 496545 | 20434700 | :

Remarks:

1. Cash Flow Analysis
(1) Operating activities: The net cash inflow from operating activities due primarily to increase in discounts ,loans, deposits and remittances
(2) Investing activities: The net cash outflow from investing activities due primarily to increase in property and equipment.
(3) Financial activities: The net cash inflow from financial activities due primarily to increase in Capital Increased by Cash.

2. Remedy for shortage of liquidity: Not applicable as no occurrence of shortage.
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Unit: TWD thousand

7-3-2. Cash Flow Analysis for Next Year

Estimated Yearly Estimated Residual Cash Deficiency
Initial Operating Cash Estimated Yearly Cash Amount Contingency Plan
Cash Residual Flow Cash Inflow (deficiency) Investment Financial
(1) 2) 3) (+(2)+@) plan Plan
20434700 | (2877455 | (133691) | 17423554 | .

Remarks:
The Bank estimates cash outflow about TWD2,887,445 generated from operating activities in 2014. The estimated cash outflow (investment and financial activities)
about minus TWD133,691 thousand in 2014 mainly due from property ,equipment and Cash Dividend.

7-4. Impact of Major Capital Expenditures in Recent Year

7-4-1. Utilization of major capital expenditures and sources of Funds: None

7-4-2. Expected potential benefit: None

7-5. Reinvestment Policy, Improvement Plan and Investment Plan
in Next Year

7-5-1. Reinvestment Policy

The reinvestment items major in financial business of COTA Bank and the goal of holding long-term earned dividends. Regarding new
reinvestment, the authorized unit shall submit proposal to “Asset, Liability and Risk Management Committee” for discussion and then
get approval from standing committee of board. The authorized unit shall closely monitor operation and financial condition of invested
companies and report to “Asset, Liability and Risk Management Committee” in timely basis to ensure investment performance.

7-5-2. Source of Profit

1. The cash dividend from reinvest companies:
Taiwan depository and clearing corporation; Taiwan Financial Asset Service Corp.; Taiwan Asset Management Corp.; Sunny Asset
Management Corp.

2. Investment income recognized under equity method:
COTA Bank Insurance Broker Co., Ltd.

7-5-3. Improvement Plan

In recent years, domestic economy with high-speed growth has promoted the nations to higher living quality, not only pursuing
material aspect, but also desiring to make better future by effective wealth-management plan. COTA Bank Insurance Broker Co.,
Ltd., holly-owned by the Bank, will actively cooperate with the major life/non-life insurance to introducing insurance products to meet
customer need. We look forward to increasing premium by utilizing proper insurance planning to assist customer to be aware of their
practical demand of life insurance and promoting through wealth-management channels through the financial management business
with marketing to increase insurance premium income.
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7-5-4. Investment Plan in Next Year

The Bank set its main operation target in banking business, therefore no new reinvestment plan undertaking for coming year.

7-6. Risk Management

7-6-1. Financial Risk Information

7-6-1-1. Credit Risk

ltems

1. Strategies, Objectives,
Policies, and Processes

2. The Structure, and
Organization of the Risk
Relevant Management
Function
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Credit Risk Management System
Year 2013

Contents

The Bank's credit risk policies and processes comply with Basel Il and supervisory regulations.
The Bank also created credit risk guidelines in written form such as the code of credit, the
bylaws of credit information, the law of the credit responsibility and accountability, the bylaws of
handle collateral, the business strategy and law of financial derivatives and all kinds of operation
handbooks. They provide strict standard on loans, monitor credit risk, and manage non-
performing loans. At the same time, since the change in economic cycle will affect the quality of
the loan portfolio, the Bank will execute credit policies to ensure credit exposures under control.

The Bank will consider developing the internal credit scoring system. The system will identify and
estimate risks from all credit exposures.

The Bank established a framework for managing credit risk. The framework may execute
risk analysis and monitor risk process. It also may discover potential risks that the Bank may
response adequately. In addition, it may assess the relation between risk and return to ensure
the goal of the Bank’s business.

(1) The Board of Directors:
The Bank’s board of directors is the supervisor of credit risk management. The board is
responsible for the Bank’s business strategies and operation guidelines, and is responsible
for reviewing credit risk framework and policies. It also authorizes management to execute
credit risk management.

(2) Asset, Liability and Risk Management Committee:
The committee executes the board’s risk polices and reports risk profile to the board.

(3) Credit Reviewing Committee:
The committee reviews the large amount of loans, specific non-performing loans, and the
appointed loans.

(4) Risk Management Center:
The subcommittee integrates credit risk strategies, designs processes, and introduces credit
identification, measurement, monitor, and reporting systems.

(5) Other Bank’s Units:
They should understand credit risks under any circumstances, should deal with the
assignment of risk management, and should assist risk management subcommittee in risk
monitor.

(6) Audit Office:
The office should establish audit plan and process, and should review the Bank’s credit and
investment risks at least once a year.
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3. The Scope and Nature The Bank adjusts credit risk system to produce enough information according as the change of

of the Risk Reporting loan portfolio. The information includes: statistics of pass due loans, evaluation of non-performing
and/or Measurement loans, and statistics of large amount credit exposure. The board and senior management will
Systems receive the information periodically, and will make appropriate business and credit risk decision.

In addition, the credit risk measurement to the Bank considers the following factors:

(1) Loan characteristics, contract contents, and customers’ financial conditions

(2) The possible effect of the exposures from market change

(3 Collateral and guarantee

(4) The possible future risk change of the customers or counterparties

(5) Besides specific trading risks, measuring loan portfolio risks

The Bank gradually establishes internal rating framework and measures and analyzes loan risks
through quantitative indexes and qualitative methods.

4. Policies for Hedging The Bank follows the diversified principal on loans and complies with loan limit regulations such
and/or Mitigating as the same person, the same party, relative corporation, stakeholder, and stocks as collateral
Risk and Strategies for the loan. To avoid credit concentration risk, the Bank reviews and adjusts credit exposures
and Processes regularly. For controlling the quality of the loan assets and mitigating credit risks, the Bank
for Monitoring depends on the credit condition of the borrowers and uses a number of techniques to mitigate
the Continuing the credit risks. For example, the Bank demands collateral and guarantee...etc.

Effectiveness of
Hedges/Mitigations The Bank had formulated “The Directions of the Loan Reviewing Operation” which reviews and

follows the cases of the loan and strengthens after-loan management. If the Bank discovers the
doubtful loans in the process, it should take necessary measures to protect debt obligations.
In order to maintain an effectively monitors hip over credit risk, the Bank had established the
indexes of the risk evaluation that regularly monitor the change of them and help to estimate the
potential reasons of the future risk occurrence.

5. Approach for calculating | Standardized approach
the Bank’s capital
requirement

Exposure amount after risk mitigation and capital requirement of the standard approach

Dec. 31, 2013
Unit: TWD thousand
Category aiﬁif:;?ﬂig:;g; Capital Requirement

Sovereigns 24,088,743 -

Non central government public sector entities 11,129,751 178,076
Banks (multilateral development banks) 263,977 5,361
Corporate (Securities firm and insurance companies) 11,891,286 871,448
Regulatory retail portfolios 56,724,744 3,558,484
Secured by residential property 18,587,737 934,945
Equities investment - -

Other assets 2,419,446 221,608
Total 125,105,684 5,769,922
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7-6-1-2. Assets Securitization Risk

Assets Securitization Risk Management System
Year 2013

ltems Contents

1. Strategies and Processes The Bank does not play the role such originator, service, credit enhance
agency, or financial liquidity provider and expects to be an investor. The
internal regulations for securitizations concentrate on the investor field. If
there is necessary on originator field, it will be created in the future.

Not only the Bank obeys article 74-1 of the Banking Act, but also it had
formulated some investment limits such as total position limit, underlying
instrument limit, and internal authorized limit.

2. The Structure, and Organization of the Risk (1) The Board of Directors:
Relevant Management Function The Bank’s board of directors is the supervisor for securitization
risk management. The board is responsible for the Bank’s business
strategies, and is responsible for reviewing securitization decisions.
It also monitors effective operation for managing framework.

(2) Asset, Liability and Risk Management Committee:
The committee reviews the guidelines and policies of the securitization,
controls indicators, and coordinates assignments relative to risk
management.

(3) Investment Subcommittee:
For strengthening portfolio management and trading quality of the
securitization, the subcommittee depends on the market condition to
plan investment strategies.

(4) Risk Management Center:
The subcommittee draws strategies and processes of the securitization,
designs and introduces risk identification, measurement, monitor, and
reporting system.

(5) Audit Office:
The office should establish audit plan and process, and should review
the Bank’s risk management at least once a year.

3. The Scope and Nature of the Risk Reporting The Bank reports the periodic information of the securitization exposures
and/or Measurement Systems to the senior management. It also disclosures in the annual report and
on the website. The principal of the valuation should confirm the criteria
of methodology and the fairess of the data. Furthermore, the managing
reports should effectively control exposure positions and should provide
appropriate measurement results to assist risk management processes.

4. Policies for Hedging and/or Mitigating Risk and The Bank regularly accesses the effectiveness of the strategies of the
Strategies and Processes for Monitoring the hedge positions and reviews the limits of the securitizations investment
Continuing Effectiveness of Hedges/Mitigations | according to the volatility of the market prices.

Both of the strategies and limits will report to Investment Subcommittee

and make decision. Mitigations such as collaterals, guarantee, and credit

derivatives apply to the standardized approach of the credit risk.

5. Approach for calculating the Bank’s capital Standardized approach
requirement

6. General periodic disclosures including : Not applicable

(1) The purpose of securitization and the types

of risks borne and retained by the Bank for
re-securitization
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(2) Other risks associated with securitized
assets(e.qg. liquidity risk)

(3) The different roles played by the Bank Asset
securitization and the level of participation in
every stage

(4) Describe the monitoring procedures adopted
for credit risk and market risk exposures
associated with asset securitization

(5) Risk management policies adopted by the
Bank to mitigate credit risks associated with
securitization and re-securitization

7. Provide an overall description of the Bank’s Not applicable
accounting policies on securitization

8. The name of the external Credit Assessment Not applicable
Institution(ECAI) engaged for asset securitization
within the Banking book and the ECAI's
involvement in every type of securitized asset

9. Describe any material changes of quantitative Not applicable
information since the last reporting period (e.g.
shift of asset balances between the Banking
book and the trading book)

Remarks:

Item6-9 only applicable to Originating Banks which there is flow in the external position

The undertaking of securitization: None

The original cost of the investing securitization product over TWD300 million in single deal: None
The holding positions due to credit enhancement purpose as an originator: None

As a credit enhancement agency or liquidating assets agency: None

As a guarantee agency or financial liquidity provider: None

Assets securitization exposures and capital requirements
Dec. 31, 2013
Unit: TWD thousand
Synthetic

lipe el Risk Exposures
Assets Capital Requirements
Purchasing or Holding Securitization

Type of Exposures

Banking Book - - -

Non-QOriginating Bank
Trading Book - - -

- Total - - -
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7-6-1-3. Operational Risk

Operational Risk Management System
Year 2013

ltems Contents

1. Strategies and Processes | The Bank's operational strategies and processes are restrained the division of labor, employees
training, effective control framework, and internal control procedure of each level. In aspect of
internal control, the Bank had fully formulated the system of the internal audit, self-audit, law
obedience, and business operational rules that may to search on the internal website for employees’
real time operation. The Bank reduces operational loss by internal and external audit to monitor and
trace the risks. In order to assist all employees executing the processes of the operational risk, Risk
Management Center is developing applied implements for managing operational.

2. The Structure and (1) The Board of Directors:
Organization of The Bank'’s board of directors is the supervisor for risk management. The board is responsible
the Relevant Risk for the Bank’s business strategies, and is responsible for reviewing significant decisions.

Management Function (2) Asset, Liability and Risk Management Committee:
The committee follows risk management policies and procedures that the board of directors had
approved. In addition, the committee is responsible to review the guidelines and policies of the
operational risk, controls indicators, and coordinates assignments relative to risk management.
(3) Risk Management Center:
The subcommittee draws strategies and processes of the operational risk, designs and
introduces risk identification, measurement, monitor, and reporting system. Moreover, the
subcommittee develops the loss event databases of operational risk, gathers risk information
from all Banks’ units, and reports to ALM committee and the board of the directors regularly.
(4) Headquarters’ Units
They should totally understand the risk that they are facing. When they codify operational
regulations, they should consider operational risk management. They also should assist risk
management subcommittee to accomplish all kinds of risk monitor.
(5) Other Bank’s Units:
Everyone should comply with the Bank’s regulations and should control operational risk. If risk
event occurs, everyone should deal with the event immediately and should report to management.
(6) Audit Office:
The office should execute auditing processes independently and should provide improvement
suggestion timely.

3. The Scope and Nature of | The Bank had established the operational processes for business practices. The processes have
the Risk Reporting and/or | been executed on daily operation management and to reduce the occurrence of the operational
Measurement Systems risk. The executive circumstance of the internal and external audit, self-audit, and the system of law

obedience regularly reports to the board. The Bank adopts Supervisory regulation to classify loss

event types and executes reporting system of the loss data of the operational risk and establishes
whole bank's loss database of the operational risk. The Bank reports the periodic information of
the operational risk to the Asset and Liability Management Committee and The Board of Directors.

Currently, the Bank is developing the self-assessment of the operational events, compliance system,

internal audit system, and self-inspection system to manage and reduce operational risk.

4. Policies for Hedging and/ | The Bank hedges and mitigates risks through strengthening internal control system, implementing

or Mitigating Risk and operational risk monitor, training employees, insurance, and outsourcing. The Bank's emergency
Strategies and Processes | center and crisis subcommittee had formulated the strategic manual of the disasters and the
for Monitoring the contingency measures of the operating crisis to ensure every business that may continue to
Continuing Effectiveness | operate normally when the crisis occurs and to protect significant loss of the Bank.

of Hedges/Mitigations

5. Approach for calculating | Basic indicator approach
the Bank’s capital
requirement
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The Operational Risk Capital Charge

Dec. 31, 2013
Unit: TWD thousand
Year Annual Gross Income Capital Charge
2011 2,110,298
2012 2,247,026
2013 2,377,758
Total 6,735,082 336,754

7-6-1-4. Market Risk

Market Risk Management System
Year 2013

ltems Contents

1. Strategies and Processes | In order to establish effective market risk management system, the Bank formulated market
risk managing standard and other related regulations for the benchmark of the market risk
management. To ensure the Bank’s market risk under control, the functional responsibility divides
into trading and settlement, and will involve in risk control system. The system is responsible for
the risk identification, measurement, monitor, and reporting procedure.

The strategies of the Bank’s market risk are as follows: considering the characteristic of each
instrument and market condition, regularly measuring endurable risks, expecting balance of
returns and risks, optimizing investment allocation. The purpose of all strategies is to improve
performance. On the other hand, the Bank formulated a limit system to effectively control risks and
reduce exposures.

2. The Structure and (1) The Board of Directors:
Organization of The Bank'’s board of directors is the supervisor for risk management. The board is responsible
the Relevant Risk to review market risk management system and market risk strategies, and to ensure the
Management Function system reflects the Bank's business strategies.

(2) Asset, Liability and Risk Management Committee:
The committee executes risk management strategies and frameworks that the board of
directors had approved. In addition, the committee is responsible to review the principals,
strategies, and monitoring indexes of the risk managing system and to coordinate and monitor
each risk management relative to matters.

(3) Investment Subcommittee:
The subcommittee plans investment strategies and makes decision what the positions should
be sold or hold.

(4) Risk Management Center:
The subcommittee draws strategies and processes of the market risk management, designs
and introduces risk identification, measurement, monitor, and reporting system.

(5) Related Units:
They execute necessary duties of the risk management such monitoring traders and cooperate
with Risk Management Center to finish each item of the risk monitor.

(5) Audit Office:
The office should establish audit plan and process, and should review the Bank’s risk
management at least once a year.

3. The Scope and Nature of | Market risk information system should be able to control exposures and provide appropriate
the Risk Reporting and/or | risk measurement results. For the purpose of the evaluation, the positions divide into trading
Measurement Systems book and banking book. The banking book positions evaluate once a month, the trading book

positions evaluate on a daily basis. The information about gain/loss and exposures will deliver to

management which includes market risk management reporting, derivative financial instruments
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gain/loss assessment. As close to gain/loss the stop-loss warning of pointers would keep attention
to the market changes and take measure to avoid over-limit. Related Units monitor the position of
TWD and foreign currency assets, gain/loss and stop-loss alert system for keep the market risk
within the limits of the bank strength. In the future, the Bank will introduce VAR calculation system
in 2014. It provides realistic possible loss amount in order to measure tolerance of exposures.

4. Policies for Hedging and/ | The Bank’s hedging strategy of the financial products include to use spots or derivatives to evade

or Mitigating Risk and market price risks and to review each risk limit regularly such as trading position limits, traders’
Strategies and Processes | position limits, and stop loss limits. If the assessment indicates the risk overloaded, the Bank will
for Monitoring the transfer risks and reduce exposures. If dealers exceed their position limits, Risk Management
Continuing Effectiveness | Center should inform the facts and procedures to management and report daily until under limits. If
of Hedges/Mitigations dealers exceed their stop loss limits, they are required to execute positions.

5. Approach for calculating | Standardized approach
the Bank’s capital
requirement

The Market Risk Capital Charge

Dec. 31, 2013
Unit: TWD thousand
Risk Category Capital Charge
Interest Rate Risk 95,192
Equity Position Risk 10,189
Foreign Exchange Risk 62,523
Option Position 0
Total 167,904

7-6-1-5. Liquidity Risk

According to operating cash flow, market movement, and minimum requirement of the liquidity reserves ratio, the Bank diversifies
funding resources and maintains funding stability. Short-term investment considers the safety of the underlying assets, marketable
on the secondary market, and lower liquidity risk such as NCDs, treasury bonds, corporate bonds, and bank debentures. The Bank
takes some steps to manage liquidity, for example, monitoring the structural change of assets and liabilities in each period, editing “The
Gapping Report of the TWD Cash Flow” weekly, making the reporting sheets of the risk management every month and reporting to
Asset and Liability Management Committee, and transferring and operating funds effectively.

Analysis for Time-to-Maturity of the Bank’s TWD Assets and Liabilities as of

Dec. 31, 2013
Unit: TWD thousand

Volumes during the period prior to the due date
0~10days  11~30days 31~90days 91~180days 181days~1year Over 1 year

Total

Major inflows of

matured funds 133,358,675 | 13,088,100 | 13,022,631 5,113,766 7,017,093 15,340,773 | 79,776,312

Major outflows of
Matured funds 143,325,320 5,055,757 8,398,774 | 15,528,171 | 19,881,570 45,036,079 | 49,424,969
Maturity Gap (9,966,645)| 8,032,343 4,623,857 | (10,414,405) | (12,864,477) (29,695,306) | 30,351,343
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Analysis for Time-to-Maturity of the Bank’s USD Assets and Liabilities as of

Dec. 31, 2013
Unit: USD thousand

Volumes during the period prior to the due date

Total
0~30 days 31~90 days 91~180 days 181 days~1year  Over 1 year
Major inflows of
. A T 88,109 54,095 28,014 6,000 0 0
Major outflows of
Matured funds 88,109 68,346 14,034 2,273 3,432 24
Maturity Gap 0 (14,251) 13,980 3,727 (3,432) (24)

7-6-2. Impact of Alterations in Domestic and Foreign Major Polices and Laws on the Bank’s Financial
Operations and Adopting Measures

7-6-2-1. Personal Data Protection Act

® Change in regulations:
The Personal Information Protection Act had become effective since Oct. 1, 2012. It expanded the scope of non-corporate entity
and individuals and increased the manager liability.

© Impact and Adopting Measures:
In response to the implementation of the Personal Information Protection Act, the Bank has adjusted relevant operation on the
business and management and legal side. For implementing the Government’s protection of consumer intent, the Bank promote
legal awareness at various business departments and provide training to employees.

7-6-2-2. Basel llI

© Change in regulations:
The Basel Il requirements begin to take effect from the beginning of 2013. The Bank progressive increases in the minimum
common equity requirement and Tier 1 capital ratio under the framework.

© Impact and adopting measures:
The Bank’s BIS ratio is 10.41%, Tier 1 capital ratio and common equity ratio are 7.65% at the end of 2013. For strengthening
internal capital, enhance risk tolerance and competition, the bank increased capital by cash TWD600 million in 2013.

Related ratio of “Regulations Governing the Capital Adequacy and Capital Category of Banks” amended by Financial Supervisory
Commission on Nov. 26, 2012:

o Year 2013 2014 2015 2016 2017 2018 2019
Capital adequacy ratio 8.0 8.0 8.0 8.625 9.25 9.875 10.5
Tier 1 capital ratio 45 55 6.0 6.625 7.25 7.785 8.5
Common equity ratio 815 4.0 4.5 5.125 5.1 6.375 7.0
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7-6-2-3.The impact of the Foreign Account Tax Compliance Act

® Change in regulations:
The United States will carry out FATCA in July 2014, then requesting financing institutions in all countries must sign FFI (Foreign
Financial Institution) agreement with American government, and obey FATCA each rules and provide the US citizenship the
income data of the customer or investor to be provided for it to check a tax of use.

® Impact and adopting measures:
If refuse to join, will not permit to establish branch in the U.S., investment income obtain from inshore the U.S. or obtain from the
financial institution of other participation FFI, will fine 30% punishment amount of tax.
The future will see the details of IGA between FSC and IRS and concerned lows modification to set up follow-up preventive
measure.

7-6-2-4. Impact of Cross-Strait Agreement on Trade in Service:

® Change in regulations:
Cross-Strait Agreement on Trade in Service (CSSTA) is a treaty between mainland China and Taiwan, signed in June 2013.
Opening Commitments of the Financial Service Sectors are as follow:

Taiwan R.O.C. Mainland China

(1) Cancel the OECD conditions for the Mainland Banks
coming to Taiwan to establish branches, participate in
stocks and make investment as soon as possible. The
Mainland banks already having branches in Taiwan and
meeting the conditions can apply to add branches.

(2) The stock ownership proportion of the single Mainland bank

(1) When engaging in the overseas money management
agency service business, the Mainland commercial banks
can invest on the Taiwan financial products meeting the
conditions.

(2) The Taiwan banks meeting the conditions can apply to
establish village and town banks in the Mainland according

applying to invest on the listed banks and financial holding
companies in Taiwan increases to 10%(15% if the Mainland
qualified domestic institutional investors are counted); the
stock ownership proportion for investing on the unlisted
banks and financial holding companies in Taiwan increases
to 15%; the stock ownership proportion for participating

to the current provisions.

The branches of the Taiwan banks established in Fujian
Province can bring forward the application of establishing
remote (different from the cities where the branches are
located)sub-branched in Fujian Province by reference to the
provisions on establishing sub-branches of the Mainland.

in stocks and investing in the subsidiary banks of the
financial holding companies in Taiwan can reach 20%. For
participating in stocks and investing on the financial holding
companies or their subsidiary banks and maintaining the
current two, select one provision.

(3) To establish branches in Taiwan, the Mainland UnionPay
companies shall submit application.

(3) Under the precondition of complying with the related
provisions, the banking industry of Taiwan and the Mainland
are supported to conduct the related equity investment
cooperation.

(4) When the operating institutions of the Taiwan banks in
the Mainland operate RMB business of Taiwan funded
enterprises after approval, the service object can include
the enterprises established by the third place investors
regarded as Taiwan investors in the Mainland according to
the provisions.

© Impact and Adopting Measures:

The Taiwan banks in the Mainland already established branches in Fujian Province, the branches can bring forward the application of
establish remote sub-branched in Fujian Province. It can add the number of branches in order to the change of business for Taiwan bank.
Mainland China bank will add the number of branches in Taiwan in the future. It will be more competitive of financial market in Taiwan.
The Trade in Services Agreement will help providers of related services in Taiwan to expand in the Mainland market. It also
contains favorable terms for the protection of business ownership, expansion of business scope and market facilitation, creating
more business opportunities.
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In the near future, CSSTA is no influence on the Bank due to have no new expanding business plan in Mainland China. The
Agreement will also attract more Mainland bank investment in Taiwan, it cause competitive financial market in Taiwan. the Bank
could establish strategically league with others bank in order to expand business market in Mainland China.

7-6-2-5 Impact and measure of bank prohibit outsourcing institution process of loan affaires

© Change in regulations:
FSC announces the measure of Bank prevent from Agency Loans process of loan affaires, the Bank should strengthen the
management of bank’s sales and establish under the supervision of internal audit, in the meantime, enable internal notification
system of bank and risk management mechanism.

® Impact and adopting measures:
To strengthen training and regular propaganda for all banks’ staff, meanwhile, request all staff make declaration to abide by the
regularities. The supervise should be double recheck the exceptional situation (the overdue loan ratio more than 1% and get the
bonus top ten sales including of Credit management department, Consumer banking center and SME banking center).

7-6-3. The Impact of Technological and Industrial Changes on the Bank’s Financial
Operations and Adopting Measures

The Bank had provided e-bank service to reduce cost and enhance business efficiency. Although it brings convenience and cost-
down, it still had some risks of the information safety such as program errors, system crashes, or hacker attacks. They will therefore
create unpredictable losses and operational risks. To avoid the occurrence of the loss events, the Bank will train employees to
recognize the information safety and to deal with emergent events. This will reduce the probability of the risk occurrence. In order to
enhance the Bank’s assets quality and reduce loan risks, the related loan departments provide industrial research reports without a
fix schedule and observe the industrial changes at any time.

7-6-4. Impact on the Bank of Changes in the Bank’s Image and Adopting Measures

The Bank holds the spirit of “take resource from society and contribute to community” to take the responsibility of the enterprise
citizen. Participating active social welfare activities through founded “COTA Culture and Education Foundation”. Facing keen
competition, the Bank still maintains the spirit of “being respectful to customers” to provide the professional financial services to

customers. The Bank hopes to maintain long-term stable relationship with customers by clear and professional image and to create a
win-win situation between enterprise and clients.

7-6-5. Expected Benefits and Potential Risks of Mergers and Acquisitions and Adopting Measures

Currently, no merger or acquisition plan.

7-6-6. Expected Benefits and Potential Risks of Branches Location Expansion and Adopting Measures
To expand the scale of customer service, increase business efficiency, and create brand awareness and market share, the

Bank cautiously evaluates to expand business location every year cause of the business unit might create operating risk and
credit risk.

7-6-7. Risk Arising from the Concentration of Business and Adopting Measures
The Bank had formulated risk limit regulations such as the same person, the same party, affiliates and all kind of industries on loan

and investment businesses. In addition, the Bank controls concentration of all bank’s business lines through information management
system. This can diversify risk, keep assets’ quality and assured operating moderate.
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7-6-8.

The Influence and Risk Posed by Changes in Operating Control Rights and Adopting Measures:

There have been no changes in operating control.

7-6-9.

The Influence and Risk Posed by Mass Shares Transfer of Directors, Supervisors or Major
Shareholders with Shares holding over 1% and Adopting Measures: None

7-6-10. Lawsuits: None

7-6-11. Other Significant Risks and Adopting Measures:

Other risks such as strategically risk, goodwill risk, and the risk of the obedience of laws, the Bank will adjust the business policy in
accordance with the change of the market condition and the modification of the laws to enhance business flexibility and competition.

7-7.

7-7-1.

7-7-2.

7-7-3.

7-7-4.

7-8.
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Crisis Handling System:

In order to manage crisis handling system, the Bank formulated some related rules, taking
measures, and adopting manual of disasters to effectively reduce damage and protect customers’
rights. The Bank also established contingent task team to execute contingency solving measures.

In order to rapidly deal with disasters, the Bank established the emergency call and reporting
system in the ordinary time. The managers of each unit charges with contact assignment.

In the event of significant and unforeseeable contingencies, the Bank will report the event
to competent authority in addition to inform police department or related institution to take
emergency remedy approaches.

In the event of natural disasters, the Bank will obey “The operating directions of the averting
disasters for financial institutions” and “The operating directions of closed business as disasters
occurring for financial institutions” formulated by competent authority. For check cleaning and
dishonored check information filing, the Bank will obey “The operating directions of check
cleaning and dishonored check information filing for partly office terminate area” formulated by
the Taiwan Cleaning House.

Other Significant Matters: None







Special Notes

8-1. Data of Affiliated Company

8-1-1. Organization Chart of Affiliated Company

COTA Commercial Bank

8-1-2. Profile of Affiliated Company

COTA Bank Insurance Broker Co., Ltd.
Number of shares: 500,000

Percentage of shareholding: 100%

Unit: TWD thousand

Company name EeE ey Address Pa|q-|n Major business item
date capital

COTA Bank Insurance Broker
Co., Ltd.

3F., No.339, Dazhi Rd., East Dist.,
Taichung City 401, Taiwan

Property insurance broker
Life insurance broker

Apr 16, 2008 5,000

8-1-3. Infer Controller and Subsidiary Own the Same Shareholders’ Data: None

8-1-4. Data of Affiliated Company’s Director and Supervisor
As of Jan.1, 2014

Shares
Company name Title Name or Represent ;
Number of shares  Percentage of shareholding (%)

Chairman Chun-Tse Liao
Director Chin-Ting Chan

COTA Bank Insurance Broker | 9 9 500,000 100.00

Co., Ltd. Director Ho-Shun Chang
Supervisor Jung-Hsien Chiu

8-1-5. Business Operation of Affiliated Company
Unit: TWD thousand
Net EPS After

Income Tax
After Tax (dollar)

Net Operating ~ Operating

Firm’s Name Capital Asset Liability Income Income Margin

COTA Bank Insurance

Broker Co., Ltd. 5,000 30,413 8,899 21,514 130,945 16,627 13,941 27.88

8-1-6. Consolidated Financial Statement of Affiliated Company Details
Please see consolidated financial statement.

8-1-7. Affiliated Statement: N/A
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8-2. Private Placement of Securities: None

8-3. Holdings or Disposal the Stock of COTA Bank by Subsidies: None

8-4. Other Matters for Supplementary Explanation: None

8-5. Pursuant to Item2, Paragraph 2, Article 36 of Security and Exchange
Act, the Incidence Exerting Material Influence on Shareholders’
Rights or Security Prices: None

4,810 2.58¢

dical Expense Trend Compari

Otherwise ant
expense tren
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Chronological Highlights

1999.01.01  COTA Commercial Bank Co., Ltd. officially inaugurated business services.

1999.01.02  Mr. Liao Chun-Tse, Mr. Yen Chun-chi, Mr. Lin Ping-Chih, Mr. Yang Chao-Hui and Mr. Wu Wen-Hua were elected
the managing directors in the first board of directors meeting of the first session, Mr. Liao Chun-Tse elected the
chairman and Mr. Wang Chun-chuan appointed the General Manager.

1999.01.03  Started up foreign exchange services with trading of USD, JPY, and HKD in cash and traveler checks.

1999.02.05  Started up comprehensive deposit services.

1999.03.16  Totally replaced stock certificates of Taichung Third Credit Cooperative into common share certificates of COTA
Commercial Bank Co., Ltd.

1999.03.25 Donated the TWD 54.2 million Taichung Third Credit Cooperative public welfare fund to COTA Culture and
Education Foundation in full, and duly elected directors and supervisors of the Foundation.

1999.03.25 Started up guarantee services.

1999.03.30  Signed a contract to team up with Chinatrust Commercial Bank to jointly promote foreign exchange services.

1999.04.14  Relocated head office, approved by Ministry of Finance under doc. no. Tai-Tsai-Jung 88112588, to 32~1 Park
Avenue, Taichung on Jul 1.

1999.07.01  Banking Dept. and Savings Dept. moved address.

1999.07.28  Allied with Bank of PanShin, Sunny Commercial Bank, HwaTai Commercial Bank and Kaohsin Commercial Bank
to jointly set up “Financial Development Alliance”

1999.09.03  Set up three additional branches, Zhanghua Branch, Yuanlin Branch and Fengyuan Branch as approved by
Ministry of Finance under doc. no. Tai-Tsai-Jung-Tze 88744410.

1999.11.29  The board of directors appointed Mr. Chang Ying-Che as president in its 6" extraordinary meeting of the first
term.

2000.01.01  President Chang Ying-Che inaugurated.

2000.04.26  Set up Fengyuan Branch.

2000.05.10  Held 2000 shareholders’ regular meeting.

2000.05.19  Set up Zhanghua Branch.

2000.07.07  Set up Yuanlin Branch.

2000.11.03  Wenhsin Branch spin into 2 mini branches as approved by Ministry of Finance under doc. no. Tai-Tsai-Jung
89759294,

2001.01.05  Started business for Credit card.

2001.04.02  Set up Wenhsin Mini Branch and Beitun Mini Branch.

2001.04.12  Beitun Branch moved to Shalu Town, Taichung country and renamed as Shalu Branch.

2001.05.28  Savings Dept. renamed Taichung Branch as approved by Ministry of Finance under doc. no. Tai-Tsai-Jung
90192708.

2001.06.01  Started business of insurance broker.

2001.06.19  Held 2001 shareholders’ regular meeting and elected second term of directors and supervisors.

2001.06.21  Started Trust business as approved by Ministry of Finance under doc. no. Tai-Tsai-Jung (3)-Tze 90746774.

2001.07.17  Started internet banking services as approved by Ministry of Finance under doc. no. Tai-Tsai-Jung- (3)-Tze
90234040.

2001.08.01  Established Taipei Branch as approved by Ministry of Finance under doc. no. Tai-Tsai-Jung (3) 90303504.

2001.08.23  Started Internet Banking services.

2001.09.05  Set up Trusts Department.
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2001.09.24  Savings Dept. renamed Taichung Branch.

2001.09.28  Added Xinzhu city and Xinzhu Hsien to be business area as approved by Ministry of Finance under doc. no. Tai-
Tsai-Jung (3) 90721973.

2002.01.01  Mr. Liao Chun-Tse, Mr. Wang Chun-chuan, Mr. Wu Wen-Hua, Mr. Chiang Po-ling and Mr. Lin Ping-Chih were
elected as managing directors in the board of directors meeting. Mr. Liao Chun-Tse elected as the chairman.

2002.02.01  Set up Consumer Banking Center and NPL Management Center.

2002.03.11  Set up Taipei Branch.

2002.05.09  Held 2002 shareholders’ regular meeting.

2002.06.27  Added Taoyuan Hsien to be business area as approved by Ministry of Finance under doc. no. Tai-Tsai-Jung- (3)-
Tze 0913000230.

2003.02.17  Zhongzheng Branch moved to Taoyuan city and renamed Taoyuan Branch, Wenhsin Mini Branch moved to old
Zhongzheng Branch address and renamed Zhongzheng Mini Branch as approved by Ministry of Finance under
doc. no. Tai-Tsai-Jung- (3)-Tze 0920005698.

2003.04.21  Zhongzheng Mini Branch reopened for business.

2003.05.06  Held 2003 shareholders’ regular meeting.

2003.07.25  Set up Taoyuan Branch.

2003.09.16  Added Taipei and Taipei hsien to be business area as approved by Ministry of Finance under doc. no. Tai-Tsai-
Jung- (3)-Tze 0920033399.

2004.01.01  Started up chip ATM card services.

2004.05.07  Held 2004 shareholders’ regular meeting.

2004.07.05 Renewed core computer systems.

2004.07.06  Added Taipei city as business area as approved by FSC under doc. no. (3)0930022905.

2004.07.27  Relocated Shalu branch to Banciao branch as approved by FSC under doc. no. (3)0930023291.

2004.11.11  Banciao branch opened.

2004.11.24  FSC approved COTA Bank to set up International Banking Department.

2005.03.16  Established International Banking Department.

2005.05.24  Held 2005 shareholders’ regular meeting and elected 3rd term of directors and supervisors.

2005.05.25 Mr. Liao Chun-Tse, Mr. Hang Mu-Chuan, Mr. Wang Chun-Chuan, Mr. Hsieh Tung-Po, and Mr. Li Yao-Ting were
elected as the managing directors in the board of directors.
Mr. Liao Chun-Tse was elected as the chairman.

2005.09.09 Issued subordinated bank debenture for TWD2.5 billion as approved by FSC under doc. no. (3)0940024574.

2005.09.17  Held 2005 shareholders’ extraordinary meeting and approved to acquired Fengyuan Credit Cooperative.

2005.11.04  Joint as member of SMEG (Small and Medium Enterprise Credit Guarantee Fund)

2005.11.17  Acquired Fengyuan Credit Cooperative as approved by FSC under doc. no. (3)0943001682.

2005.12.12  Relocated Credit Card Center to 339, Dazhi Road., Taichung City.

2006.01.01  The effective day of Fengyuan Credit Cooperative merged into COTA Bank.
Added six branches: Fengxin branch, Zhongshan branch, Fengle branch, Fengdong branch, Shigian branch and
Sanmin branch.

2006.01.03  Launched Electronic Official Document System.

173




Chronological Highlights

2006.02.17  Six Branches in Fengyuan started up foreign exchange services in cash and traveler checks.

2006.04.01  Established North Area Office of Credit Management Dept.

2006.06.09  Held 2006 shareholder’s regular meeting.

2006.06.14  FSC approved COTA Bank to set up wealth management banking business.

2006.07.01  Established Wealth Management Center.

2006.07.06  FSC approved COTA Bank to set up OBU.

2006.09.22  Trusts Dept. moved to 2F. No.339, Dajhih Rd., East District, Taichung City 401, Taiwan

2007.01.17  Set up Kaohsiung Branch.

2007.06.06  Held 2007 shareholder's regular meeting.

2007.07.06  Set up Tainan Branch.

2008.05.26  Sanmin Branch moved to Xinzhuang City and renamed Xinzhuang Branch as approved by FSC under doc. no.
Chin-Kuan-Yin-(3)-Tze 09700201230.

2008.06.19  Held 2008 shareholder’s regular meeting and elected 4" term of Director and Supervisor.

2008.06.20  Mr. Liao Chun-Tse, Mr. Chang Ying-Che, Mr. Xie Dong-Po, Mr. Li Yao-Ting, and Mr. Wang Yen-Chun were elected
as managing directors in board of directors meeting. Mr. Liao Chun-Tse was elected as the chairman.

2008.07.21  Set up subsidiary “COTA Bank Insurance Broker Co., Ltd.”

2008.09.30  President Mr. Chang Ying-Che retired.
Mr. Chang Chin-Ting was appointed as President.

2008.10.01  President Chang Chin-Ting inaugurated.

2008.12.06  Sep up Xinzhuang Branch.

2009.05.27  Held 2009 shareholder's regular meeting.

2009.12.18  Set up “Remuneration and Assessment Committee” and formulated such committee regular activities of an
organization in board of directors meeting.

2010.01.20  Fengxin Branch moved to Xinzhu City and renamed as Xinzhu Branch, meanwhile renamed Shigian Branch as
Fengxin Branch as approved by FSC under doc. no. Chin-Kuan-Yin-He-Tze 09900016600.

2010.01.27  Started up IFinancial XML Collection service |

2010.03.22  Launched Foreign-exchange business with transaction amount more than TWD500,000 in internet banking.

2010.04.01  Shigian Branch renamed as Fengxin Branch.

2010.05.14  Been named the winner of special award under “The Program to Encourage Lending by Domestic Bank to SME”
recognized by the FSC

2010.05.27  Held 2010 shareholder's regular meeting.

2010.06.14  Sep up Xinzhu Branch.

2010.08.11  Publically announced new shares offering in 2010.

2010.10.04 COTA Bank was conferred an award of e-Bill Business and two awards of Financial XML Business for best system
stability and business promote from The Bankers Association of the R.O.C.

2010.12.24  COTA Bank was conferred “Chin-An award” from Joint Credit Information Center.

2011.01.01  Beitun Mini Branch renamed Beitun Branch and reopened for business.

2011.01.12  Launched new self-developed specimen checking system.
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2011.02.21  Redemption notice of 2006 1* subordinated bank debentures.

2011.02.24  Issued 2011 1% subordinated bank debentures.

2011.06.09  Held 2011 shareholder’s regular meeting.

2011.07.01  Local branches extended banking hours to 4:00 pm on Monday to Friday.

2011.08.30  Held 2011 shareholders’ extraordinary meeting and elected fifth term of directors and supervisors.

2011.08.31  Mr. Hsiao Kuo-Chao, Mr. Liao Sung-Yue, Mr. Chang Ying-Che, Mr. Huang Mu-Chuan, Mr. Wang Yen-Chun were
elected as managing directors in board of directors meeting. Mr. Hsiao Kuo-Chao was elected as the chairman.

2011.10.01  Beitun Branch started up credit business.

2012.02.01  Launched business of regular variable special-purpose money trust funds investing in foreign securities and
domestic securities investment trust funds.

2012.06.07  Held 2012 shareholder’s regular meeting.

2012.08.01  Distribution of 2012 cash dividends.

2012.08.10  Obtained approval of foreign exchange licenses for branches of Xitun, Dazhi, Nantun, Fengyuan, Zhanghua,
Yuanlin, Taipei, Taoyuan, Banciao and Tainan.

2012.09.05 Publically announced new shares offering in 2012.

2012.09.13 Fengdong Branch moved to Fengshan and renamed Fengshan Branch, Zhongzheng Mini Branch moved to
Fengyuan and renamed Fengdong Mini Branch as approved by FSC under doc. no.Chin-Kuan-Yin-He-Tze
10100292650.

2012.10.09  Launched business of pre-construction real estate escrow account trust

2012.11.01  COTA Bank was conferred “E-payment business Innovation Excellence Award” from FISC mobile banking
business.

2012.11.15  Launched UnionPay card acquiring in ATMs.

2012.12.26  COTA Bank was conferred “Golden Security Award” from Joint Credit Information Center.

2013.02.21  Launched business of RMB.

2013.03.18  Zhongshan Branch moved, Fengle Branch moved and renamed Daya Branch as approved by FSC under doc.
no.Chin-Kuan-Yin-He-Tze 10200065840.

2013.04.22  Zhongzheng Mini Branch moved to Fengyuan and renamed Fengdong Mini Branch and reopened for business.

2013.05.30  Held 2013 shareholder’s regular meeting.

2013.06.24  Zhongshan Branch moved to 36, Daming Road, Fengyuan District, Taichung City and reopened for business.

2013.07.24  Fengshan Branch grand opening.

2013.08.20 Received “Best Awards of Creation” recognized by Financial Information Service Co., Ltd. for domestic USD
clearing platform.

2013.09.27  Publically announced new shares offering in 2013.
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Head Office
Trusts Dept.

International Banking Dept.
Offshore Banking Branch

Consumer Banking Center

SME Banking Center

Wealth Management Center

Credit Card Center
Taichung Branch
Banking Dept.
Chenggong Branch
Xitun Branch
Guoguang Branch
Dazhi Branch
Linsen Branch
Nanmen Branch
Jinhua Branch
Nantun Branch
Beitun Branch
Fengyuan Branch
Zhanghua Branch
Yuanlin Branch
Taipei Branch
Taoyuan Branch
Panchiao Branch
Fengxin Branch
Zhongshan Branch
Fengdong Mini Branch
Kaohsiung Branch
Tainan Branch
Xinzhuang Branch
Xinzhu Branch

Fengshan Branch

176

59 Shihfu Road, Central District, Taichung City 400, Taiwan

2F., .339, Dazhi Road, East District, Taichung City 401, Taiwan

2F., 246 Yangguang Street, Neihu District, Taipei City 114, Taiwan

2F., 246 Yangguang Street, Neihu District, Taipei City 114, Taiwan

10F, 580 Jinhua Road, North District, Taichung City 404, Taiwan

11F, 580 Jinhua Road, North District, Taichung City 404, Taiwan

2F., .339, Dazhi Road, East District, Taichung City 401, Taiwan

2F., .339, Dazhi Road, East District, Taichung City 401, Taiwan

59 Shihfu Road, Central District, Taichung City 400, Taiwan

32-1 Gongyuan Road, Central District, Taichung City 400, Taiwan

580 Jinhua Road, North District, Taichung City 404, Taiwan

458 Sec. 2, Henan Road, Xitun District, Taichung City 407, Taiwan

333 Sec. 3, Fusing Road, South District, Taichung City 402, Taiwan
339 Dazhi Road, East District, Taichung City 401, Taiwan

99 Linsen Road, West District, Taichung City 403, Taiwan

75 Nanmen Road, South District, Taichung City 402, Taiwan

255 Jinhua North Road, North District, Taichung City 404, Taiwan

410 Nantun Road, Nantun District, Taichung City 408, Taiwan

751 Sec. 4, Wunsin Road, Beitun District, Taichung City 406, Taiwan
214 Yuanhuan E. Road, Fengyuan District, Taichung City 420, Taiwan
181 Sec. 2, Zhongzheng Road, Zhanghua City, Zhanghua County 520, Taiwan
189 Sec. 1, Datong Road, Yuanlin Town, Zhanghua County 510, Taiwan
246 Yangguang Street, Neihu District, Taipei City 114, Taiwan

9 Sec. 2, Chenggong Road, Taoyuan City, Taoyuan County 330, Taiwan
260 Minzu Road, Panchiao City, New Taipei City 220, Taiwan

353, Zhongshan Road, Fengyuan District, Taichung City 420, Taiwan
9, Daming Road, Fengyuan District, Taichung City 420, Taiwan

330, Xiangyang Road, Fengyuan District, Taichung City 420, Taiwan

1, Wenfu Road, Zuoying District, Kaohsiung City 813, Taiwan

438,Sec 2,Datung Road, South District, Tainan City 702, Taiwan
287,Chung Ping Road, Xinzhuang District, NewTaipei City 242, Taiwan
196, Minsheng Road, East District, Hsinchu City 300, Taiwan

478, Wenheng Road, Fengshan District, Kaohsiung City 830, Taiwan

886-4-22245171
886-4-22807366
886-2-87533599
886-2-87533599
886-4-22384596
886-4-22370028
886-4-22800361
886-4-22805288
886-4-22245161
886-4-22211186
886-4-22304100
886-4-27062968
886-4-22245111

886-4-22815998
886-4-23725151
886-4-22871146
886-4-22333550
886-4-24718500
886-4-22426565
886-4-25151788
886-4-7298686

886-4-8383888

886-2-87512588
886-3-3470505

886-2-89536001
886-4-25261181
886-4-25277155
886-4-25225072
886-7-3505685

886-6-2130966

886-2-22768887
886-3-5313225

886-7-7676772

886-4-22275237
886-4-22809021
886-2-87533573
886-2-87533573
886-4-22378150
886-4-22372595
886-4-22809747
886-4-22807688
886-4-22234491
886-4-22229536
886-4-22304701
886-4-27063816
886-4-22229281
886-4-22815977
886-4-23723024
886-4-22862412
886-4-22335164
886-4-24758522
886-4-22417153
886-4-25151895
886-4-7298585

886-4-8383666

886-2-87512788
886-3-3357373

886-2-89536011
886-4-25269540
886-4-25269553
886-4-25269550
886-7-3506711

886-6-2149088

886-2-22768611
886-3-5323611

886-7-7678719
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