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| NDEPENDENT AUDI TORSG6 REPORT

KGI Bank Co., Ltd.
Opinion

We have audited the accompanying consadiddinancial statements of KGI Bank Co., L{the

“ B a pand its subsidiaries, which comprise the consolidated balance sheets as of December 31,
2022 and 2021 and the related consolidated statements of compreherisicome, changes in
equity and cash dws for theyears then ended, and the notes to the consolidated financial
statements, including a summaof/ significant accounting policieollectively referred to as the
“‘consolidated financial statements”)

In our opinion the accompanying consolidal financial statements present fairly, in all material
respects, the consolidated financial position of the Bank and its subsidiaries as of December 31,
2022 and 2021and their consolidated financial performance and theisalaated cash flows for
theyears then ended, in accordance with the Regulations Governing the Preparation of Financial
Reports by Public Banks, guidelines issued by authofitternational Financial Reporting
StandardqIFRS), International Accounting t&ndards(IAS), IFRIC Interpetations(IFRIC), and

SIC Interpretation$SIC) endorsed and issued into effect by the Financial Supervisory Commission
(FSQ of the Republic of ChingROC).

Basis for Opinion

We conducted our audits in accordance with thguRgions Governing Auditingnd Attestation

of Financial Statements by Certified Public Accountantsthadtandards on Auditing of theOR.

Our responsibilities under those stamdla ar e f urt her descri befor i n t he
the Auditof the Consolidated Financi8tatements section of our report. We are independent of the

Bank and its subsidiaries in accordance with The Norm of Professional Ethics for Ceuifled P
Accountant of the ROC, and we have fulfilled our ot&tbical respasibilities in accordance it

these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in ourgsmhal judgnent, were of most significardn

our audit of the consolidated financial statemdatsthe yearendedDecember 312@R2. These
matters were addressed in the context of our audihefconsolidated financial statements as a
whole, and in faming our opimon thereon, and we do notgwide a separate opinion on these
matters.



The ley audit matters for the consolidated financial statenaritse Bank andks subsidiariegor
theyea endedDecember 31222 are stated as follows:

Impairment ofDiscounts andloans

The management asses impairment of discounts and loans according to the Regulations
Governing the Procedures for Banking Institutions to Evaluate Assets and Deal with
Non-performing/Noraccrual Loang” t h e P r Jassuedlby th&S<C of the R@ and IFRS 9,
respectivey and thenrecognizes the higher estimated amoasita reserve for asset impairment
Under the Procedures, impairment is based on the length of timduevand the status of the
collateralsand,under IFRS 9, impament is assessd by consideringhe prolability of default and

loss given default estimated based on historical experience, present market situation and
forwardlooking information. The estimi@n of impairment requires the use of critical judgments
and efimates and impairment has significantripact on the financial statements; therefore, the
impairment of discounts and loans is deemed to be a key audit matter for the year ended December
31, 2@2.

Refer to Notes 4, 5 andb4or the significant accountingdicies, criical judgment, estimation
uncertainty and related disclosure of the impairment of discounts and loans.

Our key audit procedures performed in respect of the above matter inthededowing:

We obtained an understanding tfe accounting policies and intgt controls elated ¢ the
recognition of impairment. We verified that the impairment assessment procedures including the
classification of the credit assets, the lengthiofet overdue and the status of the collaterals
complied with the Procedures. Weatated thathe methdology, assumptions and parameters
adopted in the impairment model conform to IFRS 9apputopriately reflected the actual situation

of the discounts ahloans. We selected samples of discounts and loans and evaluated the
reasonhleness of ramgnized impament.

Other Matter

We have also audited the parent company only financial statements of the Bank as of and for the
years ended December 2022 and2021on which we have issued an unmodified opinion.

Responsibilities of Maragement and Ttose Chargedwith Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidateédl financ
statements in accordance with the Regulations Governing the Prepafdfimarcial Rports by
Pulic Banks, guidelines issued by authgyitFRS, IAS, IFRIC, and SIC endorsed and issued into
effect by the FSC of the ROC, and for such internal coag@hanagement determines is necessary
to enable the preparation of consol@h financial statements hat are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responseémdsefgsing the

ability of the Bank and its subsidiaries to continue as aggooncern, diclosing, aspplicable,
matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Bankienslubsidiaries or to cease operations, or has

no realistic alternative btio do so.

Thaose charged ith governance, including the audit committee, are responsible for overseeing the
financial reporting process of the Bank and its subsidiaries.



Auditors Responsibilities for the Audit of the Con

Our objectivesare to obtai reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud anenr,

i ssue an auditors’ r e pReasbnabte lasaice is m dhighledee s o ur (
assurance, but is not a guarantee that an audit conducted in accordance with $Stendards on

Auditing of the FOC will always detect a material misstatent when it existdVisstatements can

arise from fraud or eor and are considereghateral if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statemmts.

As part of an audit in accordance with the Regulationsefbong Auditing andAttestaion of
Financial Statements by Certified Public Accountants tredStandards on Auditing of theOR,
we exercise professional judgment gmdfessional skepticisitihroughout the auditWe also:

1. Identify and assess the risks of material misstatemédrihe consoldatedfinancial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence thatsufficient and appropriate to providéasis for our opinion
The risk of not detectina materiamisstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresntations, or the override of internal caoitr

2. Obtain an understanding of internal toh relevan to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the e#ctiveness of the internal contral the Bank and its subsidiaries

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

4. Conclude on the appropriateneesf management '’ s use gsfd t he g
accounting and, based on the audit ewgdeobtainedwhether a material uncertainty exists
related to events or conditions that may cast significant doubt on the ability Bank andts
subsidiariego continue as a going concetfiwe concluce tha a material uncertainty exists,
we are rguired todaw attention in our audi tor s’
consolidated financial statements or, if such disclosures are inadequate, tpouoodipinion
Our conclusions are based e aidit evidence obtained up to the dateofro a u gkpott o r s
However, future events or conditions may causeBhagrk andits subsidiariesto cease to
continue as a going concern.

repor

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

6. Obtdn sufficientand appropriate audit evidence aeding the financial information of the
entities or bugess activities within the Bank and its subsidiaries to express an opinion on the
consolidated financial statements. We are responsible for the diestipervision and
performance othe Bank andts subsidiariesaudit. We remain solely respable for our audit
opinion.



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

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

From the matters communicated with those charged with governance, we detboreredtters

that were of most significance ihd auwlit of the consolidated financial staterteror the year
endedDecember 312022 and are therefore the key audit matt®¥e describe these matters in our
auditor s’ report u nudespublic diselosurecaboutithe mattér artwihemn pr e c
extremely rare circumstances, we deternihma a natter should not be communicated in our report

because the adverse consequences of doing so would reasonably be expected to outweigh the
public interesbenetfts of such communication.

The engagemergatners on the auditresulting in this indpendentad i t or s’ FGhymort ar
Wu andJr-Shian Ke

Deloitte & Touche
Taipei, Taiwan
Republic of China

February 16, 2023

Notice to Readers

The acompanying consolidated financial statementsiatendedonly to present the consolidated
financial position, financial performance and cash flows in accordance with accounting principles
and practicegyenerallyacceptedn the Republic of Chinandnot those of any other jurisdictions.
The standardsproceduresand practices to audit such caslated financial statements are those
generally applied in the Republic of China.

For t he convenience of reader s, t tompanyingde pend
consolidated financial statements have rbéganslagd into English from the originaChineg

version prepared and used in the Republic of Chihthere is any conflict between the English

version and the original Chinese version or any défeein the interpretation of the two versions,

the Chineselanguage i ndependédand omsaidaied fonacalostatemeqsoshall

prevail.



KGI BANK CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2022AND 2021
(In Thousands of New Taiwan Dollar}

ASSETS
CASH AND CASH EQUIVALENTS (Notes 4, 6 and 41)

DUE FROM THE CENTRAL BANK AND CALL LOANS TO BANKS (Notes 7 and 42)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (Notes 4, 8 and 41)

FINANCIAL ASSETS AT FAIRVALUE THROUGH OTHER COMPREHENSIVE INCOME (Notes 4, 9, 11, 16

and 42)
DEBT INVESTMENTS MEASURED AT AMORTIZD COST (Notes 4, 10 and 42)
FINANCIAL ASSETS FOR HEDGIN@Notes 4 and 11)
SECURITIES PURCHASED UNDER RESELL AGREEMENTS (Notesrtal?2)
RECEIVABLES, NET (Notes 4, 13, 41 and 42)
DISCOUNTS AND LOANS, NET (Nogs 4, 14 and 41)
INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD, NET (Notes 4 and 15)
OTHER FINANCIAL ASSETS, NET (Notes 4,71and 42)
PROPERTY AND EQUIPMENT, NET (Notes 4, 18, 41 and 42)
RIGHT-ORUSE ASSETS, NET (Notes 4, 19 and 41)
INVESTMENT PROPERTY, NET (Notes, 20 and 42)
INTANGIBLE ASSETS, NET
DEFERRED TAX ASSETSNotes 4 and 39)
OTHER ASSETS, NET (Notes 21, 41 and 42)

TOTAL

LIABILITIES AND EQUITY

LIABILIT IES
Deposits from the Central Bank and banks (Note 22)
Due to the Central Bank and banks
Financial liabilities at fair vale through profit or loss (Notes 4, 8 and 41)
Financial liabilities for hedging (Notes 4 and 11)
Notes and bonds issued under repurchase agreements (Notesld, 8n®,23)
Payableg¢Notes 24 and 41)
Current tax liabilities (Notes 4, 39 and 41)
Deposits and remittances (Notes 25 and 41)
Bank debentures paylah(Notes 11 and 26)
Principal received on structured notes
Other financial liabilities (Note 27)
Provisions (Notes 4 and 28)
Lease liabilities (Notes 4, 19 and 41)
Deferred tax liabilities (Notes 4 and 39)
Other liabilities (Notes 30 and 41)

Total liabilities

EQUITY (Note 31)
Equity attributable to owners of parent
Capital
Common stock
Capital surplus
Additional paidin capital
Other capital surplus
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Total equity of parent company
Noncontrolling interests

Total equity

TOTAL

The accompanying notes are an integral part oftimsolidatedinancial statements.

2022 2021

Amount % Amount %
$ 13,127,228 2 $ 9,038,592 1
54,451,552 7 48,914,268 7
34,165,455 5 23,904,374 3
140,684,441 18 197,504,473 27
58,985,476 8 13,112,516 2
2,025,601 - 251,279 -
15,467,689 2 3,609,158 -
30,356,155 4 26,818,396 4
394,572,818 51 373,6/0,389 52
5,139,359 1 5,006,128 1
1,102,250 - 1,086,875 -
5,834,074 1 5,935,241 1
3,337,470 - 3,667,189 1
1,496,998 - 1,524,686 -
1,072,532 - 957,794 -
750,316 - 524,763 -
7,374,410 1 3,680,609 1
$ 769,944,824  _100 $ 719,206,730  _100
$ 11,972,428 2 $ 20,823,546 3
- - 129,490 -
35,628,311 5 20,307,688 3
526,268 - 73,006 -
28,360,984 4 42,781,169 6
10,003,507 1 7,242,027 1
1,051,106 - 885,677 -
543,685,203 71 502,613,757 70
24,753,007 3 25,241,122 3
39,096,143 5 17,930,084 2
6,424,638 1 5,399,075 1
295,926 - 483,881 -
3,493,402 - 3,813,405 1
64,214 - 60,915 -
3,124,236 - 5,133272 1
708479,373 92 652,918,114 91
46,061,623 6 46,061,623 6
7,245,723 1 7,245,723 1
128,808 - 13,151 -
7,374,531 1 7,258,874 1
8,998,877 1 7,333,228 1
210,736 - 42,319 -
4,581,624 1 5,552,163 1
13,791,23 2 12,927,710 2
(5,761,949 (2) (168,417 -
61,465,451 8 66,079,790 9
- - 208,826 -
61,465,451 8 66,288,616 9
$ 769,944,824 100 $ 719,206,730 100




KGI BANK CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022AND 2021

(In Thousands of New Taiwan Dollars, ExcepEarnings Per Share)

INTEREST REVENUE (Notes 4, 32
and 41)

INTEREST EXPENSE (Notes 4, 19, 3.
and 41)

NET INTEREST

NET REVENUE OTHER THAN

INTEREST

Service fee income, net (Notes 4, 3:
and 41)

Gain (loss) on financial assets or
liabilities measured at fair value
through profit or loss, net (Notes ¢
and 34)

Realized gain (loss) on financial ass
measured at fair valuerttugh other
comprelensive income (Notes 4
and 35)

Foreign exchange gain, net

Reversal of impairment loss
(impairment loss) on assets, net
(Notes 4 and 36)

Share of the @fit of associates
accounted for using equity metho
(Notes 4 and 15)

Rental revenue

Other noninterest loss, net (Note %1

Total net revenue other than
interest

TOTAL NET REVENUE

REVERSAL GF ALLOWANCE FOR
BAD DEBTS EXPENSE,
COMMITMENT AND GUARANTEE
LIABILITY P ROVISION (Note 4)

Percentage
Increase
2022 2021 (Decrease)
Amount % Amount % %
$ 15,856,822 120 $ 11,214,290 97 41
(6,316,103 (48 (2,289,576 (20 176
9,540,719 72 8,924,714 77 7
1,828536 14 1,918,688 17 5
2,032,279 15 (667,426 (6) 404
(1,217332 9 996,174 9 (222
815,152 6 121,305 1 572
(3,970 - 7,780 - (15))
122,291 1 83,418 1 47
111,869 1 149,504 1 (25
29,060 - (10,709 - 372
3,717,885 28 2,598,743 23 43
13,258,604 100 11,523,457 100 15
209,186 1 144,806 1 44
(Continued)



KGI BANK CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COM PREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022AND 2021

(In Thousands of New Taiwan Dollars, ExcepEarnings Per Share)

OPERATING EXPENSES (Notes 4, 1!
29, 37, 38 and 41)
Employee benetfs expense
Depreciation and amortization expel
Other general and administrative
expenses

Total operating expenses
INCOME BEFORE INCOME TAX

INCOME TAX EXPENSE (Notes 4
and 39)

NET INCOME

OTHER COMPREHENSIVE INCOME
(LOSS)(Notes4 and 3)
Items that Wl not be reclassified
subsequently to profit or loss, net
tax
Remeasurement of defined benef
plans

Gain (loss) on equitynstruments
measured at fair valuerttugh
other comprehensive income

Share of other comprehensive ga
(loss) of associates accounted f
using equity method

Income tax related to agponens of
other comprehensive income th
will not be reclassified to profit ¢
loss
Items that will be reclassified
subsequently to profit or loss, net
tax
Exchange differences on trangbat
of foreign financial statements

Share of other comprehensive
income(loss) of associates
accounted for using equity
method

Percentage
Increase
2022 2021 (Decrease)
Amount % Amount % %
$ (3,989,804 (300 $ (4,091,44% (35 2
(902,375 (7 (894,838 (8 1
(1,923,908 (19 (1,737,84% (15 11
(6,816,087 (51) (6,724,128 (58 1
6,651,703 50 4,944135 43 35
(636,692 (5 (794,273 (7) (20
6,015,011 45 4,149,861 36 45
124,241 1 (24,810 - 601
(2,142,202 (16) 646,585 6 (43D
(141,78% D 18,792 - (855
180,358 1 (189,637 2 195
185,514 1 46,625 - 298
89,943 1 (25,049 - 459
(Continued)



KGI BANK CO., LTD. AND SUBSIDIARIE S

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022AND 2021
(In Thousands of New Taiwan Dollars, ExcepEarnings Per Share)

Percentage
Increase
2022 2021 (Decrease)
Amount % Amount % %

Loss on debt instruments measur:

at fair value through other

comprehensive income $ (5,508,95) 42 $ (2,856,618 (25 93
Impairment loss (reversal of

imparment loss) on debt

instruments masured at fair

value through other

comprehasive income 4,059 - (7,689 - 153
Income tax related to components
other comprehensive income th
will be reclassified to profit or
loss 197,284 2 74,665 1 164
Other comprehgsive bss, net of
tax (7,011,54) (53 (2,317,126 (20 203
TOTAL COMPREHENSIVE INCOME
(LOSS), NET OF TAX $ (996,530 8 $ 1,832,735 16 (159
NET PROFITATTRIBUTABLE TO:
Owners of parent $ 6,000,010 45 $ 4,137,768 36 45
Non-controlling interests 15,001 - 12,093 - 24
$ 6,015,011 45 $ 4,149,861 36 45
TOTAL COMPREHENSIVE INCOME
(LOSS) ATTRIBUTABLE TO:
Owners of parent $ (1,013,03) (8 $ 1,820,500 16 (156
Non-controlling interests 16,501 - 12,235 - 35
$ (996,80 (8 $ 1,832,735 16 (159
EARNINGS PER SHARENEW
TAIWAN DOLLARS; Note40)
Basic $ 130 $ 090
The accompanying notes are an integral glatie corsdi datedfinandal staements. (Concluded



KGI B ANK CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2022AND 2021
(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2021
Appropriation of earnings
Legal reserve
Revasalof spedal reserve
Cash dividends common stock
Change in equity of associates accounted for using equity method

Net income for the year ended December 31, 2021

Other comprehensive income (loss) for the year ended December 31
net of income tax

Total comprehensive income (loss) for the year ended December 31.
Sharebased payments
Changesin non-controlling interests

Disposal of equity instruments at fair value through other compséaleen
income

BALANCE AT DECEMBER 31, 2021
Appropriation of earnings
Legal reserve
Special reserve
Cash dividends common stock
Change in equity ofssocates acounted for using equity method

Net income for the year ended December2RR.2

Other comprehensive income (loss) for the year ended December 31
net of income tax

Total comprehensive income (loss) for the year ended December 31,

Difference ketween consideration and carrying amount of subsidiaries
acquired or disposed

Sharebased payments
Changes in nogontrolling interests

Disposal of equity instruments at fair value through other comprehen
income

BALANCE AT DECEMBER 31, 2022

Equity Attributable to Owners of Parent

Common Stock

$ 46,061,623

46,061,623

$ 46,061,623

The accanpanyng noes arean integral part of the consoligd financial statements.

Retained Earnings

Other Equity

Unappropriated

Capital Surplus Legal Reserve Special Reserve Earnings

$ 7,251,306 $ 6,161,355 $ 42,605 $ 3,906,244

- 1,171,873 - (1,171,873
- - (286) 286
- - - (2,734,657

- - - (365
4,137,768

(19841)

4,117,927

1,434,601

7,258,874 7,333,228 42,319 5,552,163

- 1,665,649

(1,665,649
(168,417
(3,718,097

168,417

32,447 - - -

6,000,0D

99,459

6,099,469

4,978 - - -

78,232 - - -

(1,517,845

$ 7,374,531 $ 8,998,877 $ 210,736 $ 4,581,624

Exchange Differences

on Translation of
Foreign Financial
Statements

$ (141,646

21,582

21,582

(120,069

275,457

275,457

$ 155,393

Unrealized Gains

(Losses) on Financial
Assets at Fair Value

through Other
Comprehensive
Income

$ 3,705,257

(2,319,009
(2:319,009

(1,434,60)
(48,353

(7,387.99)
(7,387,957

1,132

1,517,845

$ (5.917.333

Total Equity
Attributable to

Owners of the Parent

$ 66,986,744

(2,734,657

(369
4,137,768

(2,317,268
1,820,500

7,568

66,079,79

(3,718,097
32,447

6,000,010

(7,013,049
(1,013,03)

6,110

78,232

$ 61,465,451

Non-controlling

Interests

$ 205,536

12,093

142

12,235

(8,949

208,85

15,001

1,500

16,501

(214,497

(10,830

Total Equity

$ 67,192,280

(2,734,657

(369
4,149,861

(2,317,126
1,832,735

7,568

(8,945

66,288,616

(3,718,097
32,447

6,015,011

(7.011,54)
(996,530

(208,387
78,232

(10,830

$ 61,465,451



KGI BANK CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENT SOF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022AND 2021
(In Thousands of New Taiwan Dollar$

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expense
Amortization expense
Reversal of allowance for bad debts expeasmmitrrents and
guarantee liability provisions
Net loss (gain) on financial assets and liabilities measatréair
value through profit or loss
Interest expense
Interest ircome
Dividend income
Sharebased payments

Share of profit of associae@ccounted for using equity method
Impairment loss (revea$ of impairment loss) on financial assets

Others

Changes in operating assets and liabilities
Due from the Central Bank and call logoganks
Financial assets aif value through profit or loss

Financialassets at fair value through other comprehensive inco

Debt investments measured at amortized cost
Securities purciised uder resell agreements
Receivables
Discounts and loans
Other financial assets
Other assets
Deposis fromthe Central Bank and banks
Financia liabilities at fair value through profit or loss
Notes and bonds issued under repurchase agreements
Payabés
Deposits and remittances
Other financial liabilities
Other liabilities
Cash flows generated from (used in) operations
Interestreceived
Dividends received
Interest paid
Income taxes paid

Net cash flows generatém (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of investments accounted for using equity method

Acquisition of property and equipment
Proceeds from disposal of property and equipment

- 10 -

2022 2021
$ 6,661,703 $ 4,944,135
664,579 702,396
237,796 192,442
(209,186 (144,806
(2,029,997 676,421
6,316,103 2,289,576
(15,856,822 (11,214,29)
(772459 (610,733
78,232 7,568
(122,29) (83,419
3,970 (7,780
(6,802 (3,279
(3,061,543 (1,872,256
40,492,617 30,358,084
47,361,647 1,287,441
(45,875,258 (1,585,446
(459,488 (55,026
(2,495,122 4,081,865
(20,875,453 1,266,435
(15,379 8,900
(3,436,80% 5,803203
(8,851,118 9,396,808
(33,404,078 (33,747,132
(14,420,18% (16,505,583
1,177,247 130,229
41,071,446 (10,675,832
21,726,059 (3,710,679
(2,069,277 (1,080,308
11,820,1® (20,151,079
14,857,869 10,896,29
803,722 645,946
(4,737,773 (1,848,96%
(315,923 (118,172
22,428,030 (10,575,979
- (4,105,883
(213080 (868,863
49,295 43,973
(Continued)



KGI BANK CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENT SOF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022AND 2021
(In Thousands of New TaiwanDollars)

Acquisition of intangible assets
Other investing activities

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in shtatm borrowings
Increase (decrease) in due to the Central Bank and banks
Increase in commercial paper payable
Issuarce of kank debentures payable
Repayment of longermborrowings
Payments of lease liabilities
Cash dividends paid
Acquisition of ownershipnterests in subsidiaries
Changes in nowgontrolling interests

Net cash flow generated from (used in) financing activities

EFFECTS OF EXCHANGE RATEHANGESON CASH AND CASH
EQUIVALENTS

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASHAND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Reconciliation of the amounts in the consolidatetbstants of cash flowwith the equivalent items reported

the consolidated balance sheets dSedfember 3, 22 and 2@1:

Cashandcash quivalents inthe consolidated balance sheets

Due from the Central Bak andcall loans tdbanksqualifying ascash anc
cash equivalentsnder the definitin of IAS 7 endorsed by FSC

Secuities purchasal underagreementsotresellqualifying ascash and
cash equivalentsnder the definitionof IAS 7 endorsed by FSC

Cash and cash equivalentdliye consolichted statements of cash flows

2022 2021
$ (350890 $ (187,772
- 6,372
(514,675 (5,112,173
706,000 (106,609
(129,490 53,460
119,680 2,105,376
- 5,000,000
(360,117 (579,622
(350,32) (258,159
(3,718,097 (2,734,657
(208,387 -
(10,830 (8,945
(3,951,563 3,470,845
1,627 (916
17,963,420  (12,218,21%
46,533,436 58,751,650
$ 64,496,856 $ 46,533,436

December31
2022 2021
$ 13127,228 $ 9,038,592
36,416,453 33,940,712
14,953,175 3,554,132
$ 64,496,856 $ 46,533,436
(Concludedl

Theaccompaging notes aran integral parof the consolidatedinancial setements.
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KGI BANK CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARSENDED DECEMBER 31, 2022AND 2021
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

KGI Bank Co. , Lt d. in Babking operafans regulated dyntheaBarking Act of the
Republic ofnkibdhAicnd )(the “Ba

As of December 31, 2@2 the Bank hacdan international banking department, a trust department, an
insurance department, various major departments, an offffaoreing unit (OBU), and B domestic
branches.

On April 8, 201dinparys har Braclkd sr se’xtma®tri ng resol ve
China Development Financial Holding Corporation (CDFH) and NT$13.4 for one share of the Bank. On
August 11, 2014, the Bank’'s board of directesharsswapppr
after this transaction was approved by the Financial Supervisory Commission (FSC). Upon completion of
the share swap, the Bank héeaamwme aGOFHhe whaldli pwgo
the Taiwan Stock Exchange was termdhat

On October 9, 2014, under the approval of the board of directors, who had been authorized to exercise th
functions of t he shar ehol deane’'KGlBank Ca., htd sinceClansiaryo s
2015. The FSC approved the name change on No#et®,2014.

On March 2, 2015 and April 13, 2015, t he Bank'’ ¢
sharehol der s’ meet i ng aBadk franp @XBoGagtal Group €forneryaChisaf e r
Development Industrial Bank) of (ahe asses and liabilities associated with the commercial banking
business of CDIB Capital Group and (b) CDIB Carg
andin the Taiwan Financial Asset Service Corporation. On April 16, 2015, the tramsaetsopproved by

the FSC, and the chairman was authorized by the board of directors to approve the date of transfer ¢
business on May 1, 2015.

2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial st a tobdinectors and autharized farp p r
issue orFebuary 16 2023.
3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application of the am&ments b the International Financial Reporting Standards (IFRS),
International AccantingStandards (IAS), IFRInterpretations (IFRIC), an8IC Interpretations (SIC)
(col l ect i velandthetRegulatibns BE&®RE&EENY Yhe Preparation of FinaRgaorts by
Public Banks endorsed and issued into effect by the FSC
The initial apfication of the amendments tbe IFRSsandthe Regulations Governing the Preparation

of Financial Reports by Public Banksidorsed and issued into effect by the FSC didhave any
materi al i mpact on the Bank .and its subsidiar:i
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b. ThelFRSs endsed bythe FSCfor application starting from 2@&2

Effective Date
New IFRSs Announced by IASB

Amendments to | AS 1 “Discl osu Januaryl, 2023 (Note 1)

Amendments to | AS 8 “ Defsi’ni t i Jamaryl, 2023 (Note 2)

AmendmentstoIAS 12 Def erred Tax r el at Januaryl, 2023 (Note 3)
Liabilities arising from a ¢

Note 1: The amendments will be applied prospectively for annual reporting periods beginniorg on
after January 1, 2023.

Note 2: The amendmentsvill be applicable to changes in accounting estimates and changes in
accounting policies that occur on or after the beigip of the annual reporting period
beginning on or after January 1, 2023.

Note 3: Exceptfor deferred taxes thatererecognized on January 1, 2022 for temporary differences
associated with leases and decommissioning obligations, the amendrezrtappied
prospectively to transactions that ogeaton or after January 1, 2022.

As of the dae the consolidated fiancial statements were authorized for issue, the Bank and its
subsidiariesassess the application of above standards and interpretationoiithve anymaterial
impact onthe Bank anditssubd i ar i es’ f i nfimandalipeaformgmees i ti on and

c. New IFRSs in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New IFRSs Announced by IASB (Note 1’

AmendmentsoIFRS 10 and | AS 28 “ Sal Tobedetermined by IASB
betweerAn Investor andts Associateor Joi nt Ven

Amendmentsto IFRS16L eases Li abileiase bi January 1, 2024 (Note 2)

IFRS17* | nsur ansesé& Contract January 1, 2023

Amendments to IFRS 17 January 1, 2023

Amendments to IFRS I7nitial Application of IFRS 9 and IFRS 17 January 1, 2023
Comparative Informatich

Amendments to | AS 1 *“ CCumensor f i Januay 1,202
Noncurrent?’

Amendment s t-ourlrAésntl L iNaomi | i t i January 12024

Note 1. Unless stated otherwise, the above IFRSs are effective for annual reporting periods beginning
on or after theirespective effective dates.

Note 2: A seler-lessee shall apply the Amendments to IFRS 16 retrospectively to sale and leaseback
transatons entered into after the date of initial application of IFRS 16.

As of the date the consolidated financial statements avgt®rizedor issue, the Bank arits subsidiaris
arecontinuously assessing the possible iotjpd the application of abovestandards and interptationson
t he Bank and financial pasitiob and finargial peefamanand will disclosethe relevant
impact when th assessert is completed.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLIC IES
Statement of Comgiance

The accompanying consolidated financial statements have been prepared in conformity with the
Regulations Governing the Prepawat of Financial Reports bfPublic Banks, guidelines issued by the
authority and the IFRSs as ensit by he FSC.

Basisof Preparation

The consolidated financial statements have been prepared on the historical cost basis except for financi
instrumentghat are measured at failues ad net defined benefit liabilitiegassetswhich are measured at

the preent value of the ddined benefit obligation less the fair value of plassets Historical cost is
generally based on the fair value of thesideration given in exchaadorasses.

The operating cycle in the banking industry cannot sorebly identified; thus,asset ad liability
accounts were not classified as current or noncurrent. Nevertheless, these accounts were proper
categorizedn accordance with the natuofeach acount and sequenced according to their liquidity. Please
refer to Note 4 for the matuity amalysis of assets and liabilities.

Principles for Preparing Consolidated Financial Statements
The consolidated financiatatements include the finaiat satemets of the Bank and its subsidiaries. All
significant intragroup tansactions, balansgincane and expenses have been eliminated in full upon

consolidation.

The consolidated entities were as follows:

Percentage d Ownership
. Main (%)
Investor Subsdiary Business |December 31]December 31

2022 2021

The Bank CDIB Management ConsultinManagement ar;  100.00 100.00
Corpordion consulting

CDIB Management CDC Finance & Leasing Leasng 100.00 76.04

Consulting Corporatio  Corporation(Note)
CDIB International Leasing |Leasing 100.00 100.00
Corporation

Note CDIB Management Consulting Caration acquired 23.96% of the shares of CDC Finance &
Leasing Corporation, and CDC Finané& Leasing Corporation became a 100% subsidiary on
October 18, 2022

Foreign Currencies

The Bank recognizes foreigourrency transactions in the respective cuiiesdn which they are
denominated, while the subsidiaries recognize transactibthe rates of exchange prevailinghe dates

of the transactions. Foreigurreny gains or bsses ofthe Bank are recorded in New Taiwan dollars using
rates prevailing ahe daes of the transactions.

At the end of each reporting period, monetéeyns denominated in foreign currencee retranslated at

the rates prevailing at thalat. Exchange differences on monetary items arising from settlement or
translation areecognzed in profit or loss in the period in which they arise.
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Non-monetary tems measured at fair value that areateinated in foreign currencies are retranslated

the rats prevaiing at the date when the fair value was determined. Exchange dfésreising on the
retranslation of nomonetary items are included in profit toss for the period except for exclyan
differences arising from the retranslationrmin-monetay itemsin respect of which gains and losses are
recognized directly in othecomprdiensive income, in which case, the exchange differences are also
recognizd directly in other comprehensive ince.

Non-monetary items that are measured aohisal costin a fareign currency are not retranslated.

For the purposes of presentitige corsolidated financial statements, the assets and liabilities of the Bank
ard i ts subsi di ar iare gdnslatedinte Ney Maiwarpddllara using éiebange rées
prevailing at the end of each reporting period. Income and expense dentsanslated at the average
exchange rates for the period. Exchange differ®iacising are recognized in other costpgnsive income
(attributed to the shareholdesthe Bankand non-controlling interests as appropriate).

On the disposal of a foreignperaton (i.e., a disposal involving loss of control over a subsidiary that
includes a foreign operation, or a disposevolving loss of significant influence ovenas®ciate tha
includes a foreign operation), all of the exchange differences accedulateuity in respect of that
operation attributable to the shareholders efBlank are reclassified to profit ok

In relation to a partial disposal of a sidiary that does notresult in the Bank losing control over the
subsidiary, the proporti@ate shre of accumulated exchange differences Hattributed to norcontrolling
interests of the subsidiary and istrrecognized in profit or loss. For all othearal dispcsals, the
proportionate share of the accumulated exchange differences mabgmdther comprehensive income is
reclassified to profit or loss.

Cash and Gash Equivalents

Cash and cash equivats include cash on hand, time deposits thatbea®rminaed on denand without
reduction in principal, which are highly liquid, readitpnvetible to a known amount of cash and are
subject to an insignificant riskf changes in value.

Investments in Asociates

An associate is an entity over whidcteBank andits subsdiaries have significant influence and that is not
a subsidiary.

The Bankand its subsidiaries uses the equity method to account for their inmésimassociates.

Under the equity nthod, an investment in an associate is initielgaynizedat costand adjusted thereafter

to recognize t he Bbarelofprafinad loss &and otrerucbngpieltensive incense 'of the
associate. The Bardnd its subsidiaries also recognizethc hanges i n the Bawrek ar
of equity of assodtes.

Any excess of the cost of acquisition over the Bank andilisidia i e s’ share of the
identifiable assets and liabis of an associate recognized at tfate of acquisition is recognized as
goodwill, which is includedwithin the carrying amount of the investment and is not amortized. AtBsex

oft he Bank and its subsidiar i efableassétsancliabdities ovenhtbe n e
cost of acquisition, after reassessment, isgazed immediately in profit or loss.
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When the Bank and its subsidiaries subscribeaftditional new shares of the associate at a percentage
different from its existig ownership percentage, the resultoayrying amount of the investment differs

from the amount oftheBankand i ts subsidiaries’ pr o pBanktaid tsn at e
subsidiaries records such a difference as an adjustment to investwitgn the corresponding amount
charged or credited to capital surpluschanges in th Bank andits subsd i ar i e s’ share

associates. If the Bank and its subsidia evmeérship interest is reduced due to the additional subscription
of the newshares of associate, the proportienatnount of the gains or losses previously reizegiin

other comprénensive income in relation to that associate is reclassified tb prédss on the same basis as
would be required if the investee had directlgpdised of the related assets or liibd. When the
adjustment should be debited taptal surdus, but the capital surplus recognized from investments
accounted for by thequitymethod is insufficient, the shortage is debited to retained earnings.

When t he Bank and e bftlossessolian sissatiata equaks sr’ exceedis@test n that
associate (which includes any carrying amount of the investment asebtor by the equity method and
long-term interests that, in substance, formtparof t he Bank a bhidvesimensin thei b s i
associate), the Bank and gsbddiaries isabrtinues recognizing its share of further losses. Additional
losses ad liabilities are recognized only to the extent that the Bank and its subssdiaseincurred legal
obligations, or onstructive obligations, or made payments on bajidhatassaiate

The entire carrying amount of the investment (including goodisili@ded for impairment as a single asset
by comparing its recoverable amounittwits carrying amount. Any impairmeioss recognized is not
allocated to any asseanhcluding goodwill that forms part of the carrying amount of the investment. Any
reversof that impairment loss is recognized to the extent that the recoverable apfidhetinvestment
subsequently increas.

The Bank and its subsidiaries discontinkieuse of the equity method from the date on which it ceases to
have significant influece overthe associate. Any retained investment is measured at fair value datiat
The difference between the prews carrying amount of the associate attributablidne retined interest

and its fair value is included in the determination of th@ gailoss on disposal of the associate. The Bank
and its subsidiaries account fal amounts previously recognized ather comprehensive income in
relation to that asciate onthe samebasis as would be required if that associate had directly dispbsed o
the elated assets or liabilities.

When the Bank and its subsidiaries transaith its associate, profits and losseesulting from the
transactions with the assatd are reognized h t he Bank and its subsidi
statementsmly tothe extent of interests in the associate that are not related to themhitk subsidiaries.

Financial Instruments

Financial assets and financial liabilgiare recogized when the Bank and its subsidiaries become a party
to the contractual pwisiors of the instruments.

Financial assets and financial liabilities areially measured at fair value. Trandact costs that are
directly attributable to the cauisition or issueof financial assets and financial liabilities (other than
financial assetsand financial liabilities at fair value through profit or loss) are addear deducted from
the fair value othe financial assets or financial liabilities,apgropriat, on initial recognition. Transaction
costs directly attributable to the agsjtion of financial assets or financial liabilities at fair value through
profit or loss are recognized immediatetygrofit or loss.

Financial assets
All regular way transations of financial assets are recognized and derecognized on a trade date bas

Reaular way transactions are purchases or sales of financial assets tivat detjuery of assets within the
time frame established by regulation or conventiothé@markeplace.
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a. Classification and measurement

Financial assets are classifieda thefollowing categories: Financial assets at FVTPL, financial assets
at amorized cost, investments in debt instrents at FVTOCI and investments in equity instrotset
FVTOCI.

1)

2)

3)

Financial assets at FVTPL

A financial asset is classified as at AT whenthe financial asset is mandatorily classified or it is
designated as aMA PL. Financial assets mandatorily s$ified as at FVTPL include investments in
equity instrumens which are not designated as at FVTOCI and debt instruments that do not meet
the anortized cost criteria or the FVTOCI criteri& financial asset may be dgeated as at FVTPL
upon initial recogition, if such designation eliminates or sign#itly redwesa meaurement or
recognition inconsistency that would otherwise arise.

Financid assets at FVTPL are subsequently measured at fair value, with anyghissesarising
from any dividends ointerest earned and remeasurement on the fialassietsrecaynized in net
revenues other than interest. Fair value is determindeimaner described in Noted4

Financial assets at amortized cost
Financialassets that meet the following coitits are subsequently measured at amortized cost:

a) The finandal asset is held within a business model whose objective is to holicfalassets in
order to collect contractual cash flows; and

b) The contractuaterms of the financial asset give rise specified dates to cash flows that are
solelypayments d principal and interest on the principal amount outstanding.

Subsequent tmitial recognition, financial assets at amortized cost are measured at amoosted
which equals the gross carryirmmount determined by the effective interest meéthess any
impairment loss. Exchange differences are recognized in profit or loss.

Except for interest income of financial assets have subsequently become-icneaited is
calculated by multiplying thefiective interest rate to the gross carrying anm@fira financial aset
others are calculated by multiplying the effective interest tathe amortized cost of the financial
asset.

Investments in debt instrumisrat FVTOCI
Debt instruments that @et the following conditions are subsequently mesalsat FVTOCI:

a) The financial asset is held within a business model whose objéstaeheved by both the
collecting of contractual cash flows and the sellingheffinancial assets; and

b) The contactual terms of the financial asset give rise pecisied datesto cash flows that are
solely payments of principal and interest onghiacipal amount outstanding.

Investments in debt instruments at FVTOCI are sgbently measured at fair value. @bas in the
carrying amounts of these debt instrumsarlating tocharges in foreign currency exchange rates,
interest income calculateding the effective interest method and impairment losses or reversals are
recognzed in profit or loss. Other changgsthe carrying amount of these debt instrumenés ar
recognized n other comprehensive income and will be reclassified to profit or Idssnwhe
investment is disposed of.
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4) Investments in equity instruments at FOTI

On initial recognition, the Bankndits subsidiaries may make an irrevocable étecto designae
investments in equity instruments as at FVTOCI. Designation at FVT©O©GQbt permitted if the
equity investment is held for trading or if it is contmg consideration recognized by amaicer in
a business combination.

Investments in quity instruments & FVTOCI are subsequently measured at fair value with gains
and losss aritng from changes in fair value recognized in other comprehensive incothe an
accumulated in other equity. Thenaulative gain or loss will not be reclassified tofjt or losson
disposal of the equity investments, instead, they will be transfermetdaned earnings.

Dividends on these investments in equity instrumentsesiagnized in profit or loss when tBank
and i ts srighb® iredeiva the ddends is estdlished, unless the dividends clearly
represent a recovery of part of t@st d the investment.

b. Impairment of financial assets

The Bank and its sulidiaries recognize a loss allowarfoe expected credit losses on financial assets at
amortizedcost,investments in debt instruments at FVTOCI, installment accounts arerieeevables.

For the financial assets, the Bank and its subsidiaries reeolifeittme ECLs when there has been a
significant increase in credit risk since initi@cognition. If, on the other hand, the credit risk on the
financial instrument has noincreased significantly since initial recognition, the Bank and its
subsidiarieameasure the loss allowance for tfiaaincial instrument at an amount equal ter@nth
ECLs.

Expeced cedit losses reflect the weighted average of credit losses witkgpeatie risks of a default
occurring as the weights. Lifetime ECLs represent ékpected credit losses that wilkult from all
possible default events over the ested life of a financial instrument. In contrast, 48onth ECLs
represent the portionf difetime ECLs that is expected to result from default events on a financial
instrument that are possible within 12nths after the reporting date.

The Bank and itsubsidiaries recognize an impairment gain or loss in profit or loss for all financial
instrumens with a corresponding adjustment to their carrying amount through allosgnce or
accumulated impairmerdccount, except for investments in debt instruméhds are measired at
FVTOCI, for which the loss allowance is recognized in other cehmgmsie income and does not
reduce the carrying amount of the financial asset.

In addition to the analysis of impaient mentioned above, based on the Regulationsr@agehe
Proedures for Banking Institutions to Evaluate Assets and Deal with-pemormingNon-accrual

loans, credit assets classified as normal (this balance sheub@t of the balance of borrowingg

ROC government agencies from the Bank), speuition, subsandad, with doubtful collectability

and uncollectable or loss incurrirpe evh uat ed on the basis of t he
condition and dé@hquency record on interest and pijral payments, and these assets have allowances
at 1%, 2%, 10%, 50% ard 100%, respectively, of outstanding credit. The doubtful accodrdsedi

cards receivables are evaluated on the basis of the Regulations GgJestitutions Engagindn

Credit Cad Business. The above is listed the minimum allaxedor credit asses on or off balance
sheet.
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Based on Order No. 10300329440 issugdhe FSC, for the Bank to have an enhanced risk coverage,
the minimum provisiorfor the loan loss reserve is 1.5% tife mortgage and construction loans that
have beerclasdfied as normd assets, excluding poliegased loangeffective from January 1, 2Q1
Basal on Order No. 10410001840 issued by the FSC, for the Bank to have acezhbantrobn the
exposure tohte risk in mainland China, the minimum provision foedt loss reseve is 1.5% of the
credit, which includes shoterm trade financing thawvere ganted to companies based in mainland
China and classified as normal asset

Credit deemed uncollectableagnbe written off under the approval of the board oéatibrs.
c. Derecanition of financial assets

On derecognition of a financial asseamort zed cost in its entirety,
carrying amant and the sum of the considévatreceived and receivable is recognized in profioss.

On dereaogniton of an investment in a debt instrument at FVTOCI, the differbeteeent he ass e
carrying amount and the sum of the consideration receivedeaei/able and the cumulativeigar

loss which had been recognized in other compr&teimcome is recaynized in profit or loss. However,

on derecognition of an investmeint an equity instrument at FVTOCI, the cumulative gain or loss
which had been mognized in other comprehensiveeome is transferred directly to retained earnings,
without regycling through profit or loss.

Equity instruments

Debt and equity instrumenissuedby the Bank and its subsidiaries are classified as either financial
liabilities or as equity in accordaneeth the substance of the contractual arrangementshardfinitions
of a financial liability and an equity instrument.

Equity instrumentsssuedby the Bank and its subsidiaries are recognized at the proceeds reneivef,
direct issue costs.

Ther epurchase of the Ba
No gain or loss is recognized in profitloss a1t
own equity irstruments.

k ' gnized iwand deduded dirgctly ifromseguityd me n
e

n
h purchase, sal e, i ssuan

Financial liabilities

a. Subsequent measurement

Except the following situons dl financid liabilities are measured at amortized cost using the
effective inerest nethod:

Financial liabilities at FVTPL

Financial liabilities are cladsd as at FVTPL when the finamtiliabilities are either held for
trading or are desigtedasat FVTPL.

A financial liability may be designated as at FVTPL upon initiabgmnition when doing so results
in more relevant information and if:

1) Such degnation eliminates or significlly reduces a measurement or recognition
inconsistencyhat would otherwise arise; or

2) The financial liability forms part of a group of &incial assets or financial liabilities or both,
which is managed and has perfamoe evaluated on a fair valuesisa in accordance with the
Bank and i tdecurenedrsk nthimgemantesirivestment strategy, and information
about the grouping igrovided internally on that basis; or
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3) The contract contains one or more embed derivatives so that the iemthybrid (combined)
contrad¢ can be designated asFA{TPL.

Finandal liabilities held for trading are stated at fair value, and remeasuateyaés or losses on
such financial liabilities are recognized in net reventiemothan interest. For a finaatiliability
designated as at FVTPL, the amount of g&arnn fair value dtributable to changes in the credit
risk of the liability is preseed in dher comprehensive income and will not be subsequently
reclassified to mfit or loss. The gain or loss @mmulated in other comprehensive income will be
transfered to retained eanings when the financial liability is derecognized. If this accognti
treament related to credit risk would create or enlarge an accounting raismaditchanges in the
fair valueof the liability are presented in profit or loss.

b. Derecognition of financial liabilities

The difference between the carrying amount éhandal liability derecognized and the consideration
paid is recognized in pfit or loss.

Derivative financal instruments

Derivatives are initially recognized tdir value at the date the derivative contracts are entered into and are
subsequentlyameasurd to their fair value at the end of each reporting period. The resgéingr loss is
recognized in mfit or loss immediately unless the derivative is dedigfl and effective as a hedging
instrument, in which event the timing of the recogmitio profit or loss depends on the nature of the hedge
relationship. When the ifavalue of a derivative finandignstrument is positive, the derivative is recognized
asa finarcial ass& when the fair value of a derivative financial instrument is negathederivative is
recognized as a financial liability.

Derivatives embeddeih hybrid contracts that contaiiinancial asset hosts within the scope of IFRS 9
“ F inglalnstrumen t aré not separated; instead, the classification is determined irdanceniith the
entire hybrid contract. Derivatives embedded in-derivative hat contracts that are not finaatiassets
within the scope of IFRS 9 (e.g. financiadlilities) aretreded as separate derivatives when they meet the
definition of a derivéive, their risks and characteristics are not closely related to those ofdhedmiracts
and the host contreecare not measured at FVTPL.

Modification of financi& instruments

Whena financial instrument is modified, the Bank and its subsidiargssasvhther the modification will
result in derecognition. If modification offanancial instrument results isherecognition, it is accounted for
as derecognition dfinancial assds or liabilities. If the modification does not result in derecognitidre t
Bankand its subsidiaries recalculate the gross carrying amount of theifihassets or the amortized cost
of the financial liabilities based on the modified céistivs dscourted d the original effective interest rate
with any modification gain olloss re&ognized in profit or loss. The cost incurred is adjusted to the carrying
amount of the modified financiassets or financial liabilities and amortized over riimglified remaning
period.

For the changes in the basis for determining contractsal fbas of financial assets or financial liabilities
resulting from the inter¢sate benchmark reform, the Baahd its subsidiaries elect to apply the practical
expdiert in which thechanges are accounted for by updating the effective interest thtetate the basis

is changed, provided the changes are necessary as a direetjeence of the reform and theanbasis is
economically equivalent to the previous isa¥Vhenmultiple changes are made to a financial asset or a
financial liability, the Bak andits subsidiaries first apply the practical expedient to those changeéserkq
by interest rate benchmaneform, and then applies the requirements of modiboatf financial
instruments to the other changes that cannot apply the practical expedie
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Hedge Accounting
The Bank and its subsidiaries designate certain hedgitigiments as fair value hedges.

At the start of a hedge relationship, the Bank anduitsidiaries docunent the relationship between the
hedging instrument and the hedgtari, abng with their risk management objectives and their strategy for
undertaking various hedge transactionsrtRer, at the start of the hedge and on an ongoing,tlasiBark

ard its subsidiaries document whether the hedging instrument is highlstieéfen offsetting the exposure

to adverse changes in fair value of hedged ithimte 11 sets out the details thfe fair value of the
derivative instruments used foediying purposes.

Fair value hedges

The change in the fair value of the hedging inseat an the change in the hedged item attributable to the
hedged risk are recoged in profit or loss in the Imitem relating to the hedged item.

The Bank and itsubsidiaries disconinue hedge accounting only when the hedging relationship ceases to
meet thequalifying criteria; for instance, when the hedging instrument expiraés sold, terminated or
exercised

Securities Purchased and Sold Under Resell and ReptiaseAgreements

For securities purchased or sold under resell or repurchase agrecimegayment to or by a countparty

is treated as a financing transaction #émel related interest revenue interest expense are recognized on
the accrual basis.

Property and Equipment

Property and equipment are stated at cost and subsequentlyredeatsost less accumulated depreciation
and accumulated impairment loss.

Depreciation on property and equipntés recognized using the straighte method. Each ghificart part
is depreciated separately. The estimated useful lives, residual valdielepeciation method are reviewed
at the end of each reporting period, with thiéect of any changes in estirratccounted for on a
prospective basis.

On derecognitin of anitem of property and equipment, the difference between the sales proceetie and
carying amount of the asset is recognized in profit or loss.

Investment Properties

Investment properties arproperties held to earn rentals and/or for capitgregftion. Investnent
properties also include land held for a currently undetermunede wse.

Investment properties are measured initially at cost, includingaitéios costs. Subsequent to iaiti
recognition, investment properties are measuredsdtlessaccumulated depreciation and accumulated
impairment loss. Depreciation is regozedusing the straighline method.

On derecognition of an investment properthe difference between the ndisposal proceeds and the
carrying amount of the assstrecaynizedin profit or loss.
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Nonfinancial Asset Impairment

The Bank and its suidiaries evaluate the possibility of impairment loss on nonfinancial assefsttaes o
balance sheet date. If tleeris sufficient objective evidence of asset impairmeng, Bark and its
subsidiariesrecognizes impairment whenever the recoverable amoutitecfiset or the casbenerating
unit is below the carrying amount of an assetd this impairment loss eithey tharged to accumulated
impairment or reduces the cgimg amaunt of an a&set directly. After the recognition of an impairment loss,
the depeciatian (amortization) charged to the assets should be adjusted in futureayé&sesevised asset
carrying amant (net of accumulated impairment), less its salvagjeeyon a sygemaic basis over its
remaining service life. If asset impairment losgévesed, the increase in the carrying amount resulting
from reversal is creditd to current income and debitedaccumulated impairment or is used to increase the
carying anount of the asset. However, loss reversal should not be more than the camyingpt(net of
depreciation) had the impairment not been recognized.

Provisions and Contingent Liabilities

Provisions are recognized when the Bank and its subsididigee a present oMigation (legal or
constructive) as a result of a past event, firi@abé that the Bank and its subsidiaries will be required to
settle the obligion, and a reliable estimate clag@ made of the amount of the obligation.

Provisions ee measued atthe best estimate of the consideration required to settle the predigaitiob at
the end of the reporting period, taking into account the risks arettaimties surrounding the obditon.
When a provision is measured using the cashdlesiimated to sette the present obligation, its carrying
amount is the present valoéthos cash flows (where the effect of the time value of money is material).

When some or all of the economienefits required to settle a provision are expectdrktecovered from
a third party, a receivable is recognized as an asset if it is Myrtoartain that reimbursement will be
received and the amount of the receivatale be measured reliably.

A contingent liability is a possible obligation that arisesnfi past evens andwhose existence will be
confirmed only by the occurrence of onenoore urcertain future events not wholly within the control of
the entity, or a mrsent obligation that arises fropast events but is not recognized because it is not
probable tha anoutflow of resources embodying economic benefits will be required tie se¢obligation

or because the amount of the obligation cannot be measuteduifiitient reliability.

Employee Benefits
a. Shortterm employee benefits

The undisountedamount of benefits expected to be paid in respect of service rendered by emplioy
an accounting period is recognized in that period.

b. Retirement benefits

Payments to defined contributioretirement benefit plans are recognized as an expehse
enployees hae rendered services entitling them to the contributions.

Defined baefit costs (including service cost, net interest and remeasurement) undefiried denefit
retirement benefiplans are determined using the projected unit credibhadeSeavice cost(including
current service cost) and net interest on the net defeeeft liability (asset) are recognized as
employee benefits expense in theigerthey occur. Remeasurementymaising actuarial gains and
losses, the effect of trehangesto the asse ceiling and the return on plan assets (excluding interest), is
recognized in other comprehensive income in the period in which they occur. Reragssur
recognized in other comprehsive income is reflected immediately in retainediagsandwill not ke
reclassified to profit or loss.
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Net defined benefit liabilitieqassets represent the actual deficit (surplus) in the Bank and its
subsidiariegdefined benefit plans. Any surguesulting from this calculation is limited to the o
value of any refunds from the plans or reductions in future contributions toltmesp

c. Other longterm employee benefits

Otherlong-term employee benefits @accounted for in the same wag the accounting required for
defined benefit plan expethatremeasirement is recognized in profit or loss.

Taxation
Income tax expensepeesent the sum of the tax currently payable and deferred tax.
a. Current tax

Income tax payable (recoverabl#)the Bank and its subsidiaries is based on taxaloliét glosg for
theyear determined according to the applicable tax laws of eachrisdigtion.

According to the Income Takct of the ROC, an additional tax on yomopriated earnings is provided
for as income tax in the year the shareholders appoaesain earnngs.

Adjustments of prior yearsedframbkel cabiéntigsant

Since 2015, the Bank has used theduhtax system for income tax filgs. Under this system, the Bank
adjusts the current/éred income tax assets (liabilities), income tax payable (receivable) and income
tax expensdprofit) on a systematic and consistent basis. Related payables anabbxseare recorded
ineachboolof t he CDFH’'s qualified subsidiaries.

Based o miclhcone Tax /&B&’ i f the basic income tax 1is
income tax,the income tax payable should be the basic income tax. The incremenpaytble is
recorded as curreimicome tax expense.

b. Deferred tax

Deferred tax liabbities are generaly recognized for all taxable temporary differences. Deferred tax
assets ag generally recognized for all deductible temporary differences, unusedday forward and
unused tax mredits acquisition to the extent that it is probablet thxale prdfits will be available
against which those deductible temporary diffeesncarbe utilized.

Deferred tax liabilities are recognized for taxable tempodifferences associated with Estments in
subsidiarieand associategxcept wherehie Bank and its gbsidariesare dle to control the reversal of
the temporary differase andit is probable that the temporary difference will not reverse in the
foreseeable futureDeferred tax assets arising fraseductible temporary differences asstatdavith
such inestmetts andinterests are only recognized to the extent that it gbalblethat there will be
sufficient taxable profits against which to utilize the benefits eftdmporary differences and thase
expected to reverse in the foresdediure.

The arrying amownt of deferred tax assets is reviewed at the end of egmirtirg period and reduced

to the extent that it is no longer probable that sufficient taxatafts will be available to all all or

part of the asset to be recosdrA previouslyunrecgnizeddefared tax asset is also reviewed at the
end of each gorting period and recognized to the extent that it has become probable that future taxable
profit will allow the deferred tax &gt to be recovered.
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Deferred tax asseand liabilities aremeasured atthe tax rates that are expected to apply in thegeni
which the liability is settled or the asset realized, based on tax rates and tax laves¢haten enacted
or substantiviy enacted by the end of the reportirgsipd. The measwmentof deferredtax assets and
liabilities reflects the tax consequees tlat would follow from the manner in which the Bank and its
subsidiaries expect, at the eofithe reporting period, to reger or settle the carrying amount of its
assds and lialities.

c. Current and deferred tax for the period

Current and defeed taxes are recognized in profit or loss, except when they relate to items that are
recognizedn other comprehensive incomedirectly in equity, in which case, tleerrent and defeed
taxes are al® recognized in other comprehensive income or diréctequity respectively.

Revenue Recognition

Interest revenue arising from credits are edimiaon an accrual basis. All imést accrued shall be
suspended from thelate the loans ee clasdfied as nonperforming loans. Interest earned from
nonperformng loars shall be recognized as interest income when collected.

Service fee income is recognize/hen collected or when the mafg of project is completed. Serviceefe
income is receaied wrenloans am receivables are recognized. The service fee inageh is caused by
loans or receivables shall be recognized as interest revenue when theysoggtsied policy announced

by the Bankers Association of the RepublicGifina. This polcy requiresan irdividual loan that meets the
materiality criteria tohave it effective interest rate be consistent with its interest revenue. Overall, the
service €es shall be adjusted from thégamal agreed interest rate to the effeeinterest rag.

Leasng

At the inception of a contract, the Bank and its subsatisasess whether the contract is (or contains) a
lease.

For a contract that contains a leasomponent and ndrase compongs, the Bank and its subsidiaries
allocate the considelt#on in the contract to each component on the basis of the relatargdstione price
and accounts for each component separately.

a. The Bank and its subsidiarieslassor

Leases are classified isance leases whenever the terms té#agetransfer sbstantally all the risks
and rewards of ownership to the lessee oftier bases are classified as operating leases.

Under finance leases, the net investmentlgraae is measured at (a) the prassalue of the sum of the
lease paymenreceivable bya leser andanyunguaranteed residual value accrued to the lesss(ipju
initial direct costs and is presented as the installment account and lease receivable Kase
income is allocated tthe relevant accounting periods so @seflect a consint, geriodic rae of return
on the Bank and estmenbstsiabding id iespectiobleases.net i nv

Lease payments less any lease incentives payableofpenating leases are recognizssdincome on a
straightline basis ovethe terms of theelevant leases.

b. The Bank and its subsidiaries as lessee
The Bankand is subsidiaries recognize rigbt-use assets and lease liabilities for all leases at the
commencement date of a lease,eptdfor shordterm leases and lowalue aset leases acamtedfor

applying a recognition exemption where lease payments amgn&el as expenses on a straijhe
basis over the lease terms.
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Right-of-use assets are fii@lly measured at cgstvhich canprisesthe initial measurement of lease
liakilities adjusted br lease pgments made at or before the commencement dateapjustial direct
costs incurred and an estimate of costs needed to restore the underlying saagbdess any lease
incentives received. Righbf-use assets are subsently measuredat co$ less accunulated
depreciation and impairment losses and adpidior any remeasurement of the lease liabilities.
Right-of-use assets are presented on a saphna in the consolidated balamsheets.

Right-of-use assets are degrated using thestraght-line mehod from the commencement dates to the
earlier of tle end 6 the useful lives of the righif-use assets or the end of the lease terms. However, if
leases transfer ownership of thaderlying assets to the Bank and itbsdiaries by theend d the
leaseterms or if the costs of rigltf-use assets refletttat he Bank and its subsidiaries will exercise a
purchase option, the Bank and its subsid@ridepreciate the righf-use asets from the
commencement dates to thial of the usefulives of the underlying assets.

Lease liabilities are initially meased atthe present value of the lease payments. The lease payments
are discounted using the émest rate implicit in a leasd,that rate can be readily determinefitha

rate cannbbe ealily dete mi ned, the Bank and s&ihcsenental bosawthg ar i
rate.

Subsequently, lease liabilities are measured at amortized dogtthe effective interest methowith

interest expense recognized otlexlease term3Nhen here is a dlange in a lease term, a change in the
assessment @n opton to purchase an underlying asset, or a change in future lease payments resulting
from achange in an index or a rate dg® determine those payments, the Bant its subsidiaes
remeasure thelease liabilities with a corresponding adjustmenthi® right-of-useassets. However, if

the carrying amount of the rigbf-use assets is reduced zero, any remaining amount tie
remeasurement is recognized in praofi loss. Leasdiabilitiesare gpesented on a separate line in the
consolidated bala® shets.

The Bank and its subsidiariesducewith the lessor for rent concessions asraaliconsequence of the
Covid-19 to change the lease payments originally dyelune 30, 2021tha resultsin the revised
consideration for the lease less tham tonsileration for the lease immediately preceding the change.
There is no substantive chantp other terms and conditionBhe Bank and its subsidiaries elect to
appl the practical peadient to al of these rent concessions and, therefore, do notsaggester the
rent concessions are lease modifications. Instead, the Bank and its sulssid@gnize the reduction

in lea® payment in profit or loss in the period which the everst a condtions that trigger the
concession occur, and make a corresling aljustment to the lease liability.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Bank and its subsigigr accounting plicies, which are described in Note 4,
management is required to makelgments, estimates and assumptions about the carrying amounts of
assets and liabilities &ih are not readily apparent fromther sources. The estimates and associated
assumptions arébasedon histaical experience and other factors that are considetedant Actual results
may differ from these estimates.

The Bank and its subsidiariesnsiders the possible pact ofthe recent development of the COVID

and its eonomic environmen implications and inflation and interest ratuctuationswhen making its
critical accounting estimate$he estimates and underlying assumptionsravéeewed by the management
on an ogoing basis. Revisions to accounting estimatesesmgnized in the period in which the estimade i
revised if therevision affects onlythat peiod or in he period of the revision and future periods if the
revision afects bothcurrent and future periods.
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Impairment of Discounts and Loans

The Bank ad its subsidiaries review loans portfolios incardance with FRS 9 toassess impairent
peiodically. To determine whether an impairment loss should be recognizamhatiegemern exercises its
judgments on whether there has been a significant incneasadit risk or there is any indication of ci¢d
impairment. Br the pupose of impaiment asessmenthe management determines the expected future
cash flows basednopasteveris, present conditions and future economic circumstances of the assets with
similar credit risks. The management also regiperiodically he methodlogy and assuptionsadopted

for both expected future cash flow and its timing to decreasdiffegencebetween estimated and actual
amount of impairmenflso, the management sHdwconsider the specifications of the Proceduremake
sure that it isin compliancewith the minimum eigibility criteria. Furthermore, on 2@ the uncertainty of
COVID-19 subquently developmeninflation and interest ratuctuationsimpaced on fhandal assets
credit risk, lead the uncertay of estimathg default probality and defaut loss rate to inease.

. CASH AND CASH EQUIVALENTS

December 31

2022 2021
Due from banks $ 9,047,945 $ 6,554,062
Cash on hand 2,075575 1,538,997
Checks for clearing 1,416,128 478711
Excess margin fromutures 387,908 326,505
Cash in banks 199,672 140,317

$ 13,127,228 $ 9,038,992

Reconciliations of cash and cash eglémnés between theooslidated statements of cash flows and the
consolidated balnce sheets as of DecemBér 2022 and 202hre slown in the consoliated statements of
cash flows.

. DUE FROM THE CENTRAL BANK AND CALL LOANS TO BANKS

December 31

2022 2021
Cdl loans to banks $ 30,930,435 $ 27,017500
Deposit reerve- demand accounts 12,35%,783 11,198,024
Deposit reservechecking accoust 7,449,871 7,545,247
Duefrom the Central Bankinterbank settlement funds 3,513,861 3,003971
Deposit rserve- foreign currencies 199,602 149,526

$ 5441552 $ 48,914,268
Under a directive issued by the Central Bank of the ROQew Taiwan dollar - denominated deposit
reserves are determined monthly at prescrilzes based on average balance of 8@ n k 'pasits. d e
Depositreserve demand accourghouldnot be used, excepdif adjusting the deposit reserve monthly.

In addition, separa&foregn-currency deposit reserves are determined at prescribed rates bdsdahoes
of foreigncurrency depats. Thesaeserves mayeéwithdrawn anytime at noteres.

For the informathn on due from the Central Bank and call loans tokbapledgedss cdlaterals by the
Bank and its subsidiaries, please refer to N@te 4
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8. FINANCIAL INSTRUMENTS AT FAIR VAL UE THROUGH PROFIT OR LOSS

December 31

2022 2021
Financial assetsiandatorily classified as at FVTPL
Derivative nstruments
Currency swap contracts $ 19,508,899 $ 5,650,742
Interest rateswgp cortracts 3,303,096 3,611,085
Option contrads 802,203 401,838
Others 598,040 324,947
24,212,238 9,988,612
Non-derivative financihassets
Commercial papers 6,990,203 10,260,772
Bank debentures 473,700 242274
Govenment bonds 299,983 1,449,729
Stocks 202,500 1,070,964
Others 489,900 883,023
8,456,286 13,915,52
32,668,524 23,904,374
Financial asds designted as at FVTPL
Government bnds 1,497,931 -
Financid assets afVTPL $ 34,166455 $ 23,9%,374
Financial liabilities held for trading
Derivativeinstruments
Currency swap contracts $ 18,770,791 $ 4,903,895
Interest rate swap contiz 4,015,030 3,852,997
Option contracts 1,164,183 745,408
Others 648718 451,513
24,598,722 9,953,323
Financial liabilitesdesignatd as at FVTPL
Bank cebentures payable 11,029,589 10,354,365
Financal liabilities at FVTPL $ 35,628,311 $ 20,307,688

As of Deember 312022 and 2021, bank debentures issued e Bank anddesignated as at FVTPL were

as follows:
December 31 Method of Paying Interest
Name 2022 2021 Issuance Perod Principal and Interests Rate
P1&KGIB1 $ 6,141,600 $ 5,538000 2018.01.302048.01.30  Principd due on mairity 0%
(Note)
P18KGIB2 4,913,280 4,430,400 2018.02.272048.02.27 Principal due on maturity 0%
(Note)
11,054,880 9,968400
Valuation adjustment (25,291 385,965
$11,029,589 $ 10,354,365
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Note:

Based on 100% of the carrying value of each bond principal plus the interest; the Bank may redeen

all the ddertures afer five yars from the issudate (inclusie).

The contact (notional) amonts of the Bank and its subsidiaries o oding tleavative financial
instruments as of December 2D22 and 2021were summarized as follows:

Contract Amount

Currencyswap contracts
Interest rate swap contracts
Option cottracts

Forward exchange contracts
Cross-currencyswap contracts
Non-deliverable forvard conracts
Futures contacts

Commodity swap cdracts

Decenber 31
2022 2021

$ 1,554,176,76C $ 1,449,09,150
359,625,021 381,385,426
88,287,033 130,488,851
15,627,151 15,620,740
9,850,066 14,645,334
7,464,993 9,392,919
562,890 8,187,933
227,291 151,744

As of December 312022 and 2P1, financal assets tafair value trough profit or less with aggregate
carrying valus of $1,079,721thousand an&0 thousand respectively, had been sold under repurchase
agreements (recogred as notes and bonds issued under repurchase agreements).

For theinformation on inancialassets afair value though profit or losdhad nopledged as ollateral for

theBank and its subsidiaries

. FINANCIAL A SSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Investmettsin debtinstrumentat FVTOCI
Investnens in equiy instruments at FVTOCI

a. Investments in dat instruments at FVTOCI

Government bnds

Corporate bonds

Negotiable certificates of deposit issued by the Central Bant
Bank debenture

Others

December 31

2022 2021

$ 138,785,275 $ 186,924,141
1,899,166 10,580,332

$ 140,684,441 $ 197,504,473

December 31

2022 2021
$ 51,934,307 $ 59,989,564
46,534714 42,778,032
26,424,348 70,115,980
11,884,566 11,997717
2,007,340 2,042 848
$ 138,785,275 $ 186,924,141

As of December3l, 2022 and 2021 investments in debt instruments at FVTOCI, with aggregate
carryingvalues 0f$26,483,687housand an®42,518,114housandrespectively, had been saldder
repurchase ageements (recogized as notes and bonds issued ung®irchase greements)
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There was no significant increase in the credit risk of investments in debt instrument@CaE IRy the
Bank and its subsidiaries; therefore, the impairmest Wwa a@®ssed bsedon 12 montk expected
credit losses. An adjustmigim the invesment prtfolio resulted in the recognition of impairment loss of
$33,240thousand an829,181thousancdn December 312022 and 2021respectively.

b. Investments in agjty instuments aFVTOCI

Decanber 31
2022 2021
Listed al OTC stocks $ 948104 $ 9,633,709
Unlisted stocks 951,062 946,623

$ 1,899,166 $ 10,580,332

For the years ended Bember 312022 and 2021the Bank andts subsidiaries std its sharesri order
to manage its investmenbyfolio. The soldshareshad a fair value of13,509,777thousand and
$13,481,863thousandand the Bank ands subsidiaries transferrédss of $1,504,842thousand and
gain of $1,434,601thousandfrom othe equity relatel-unrealizedgain (os9 on financialassets at dir
valuethrough other comprehensive incomedtained earnings.

For the years ended December 2022 and 2021dividend income were770,177thousand and
$601,739thowsand, respectively, and those releed to investments held as becembe 31, 2022 and
2021 were $69,381thousand an&187,67 7thousandandthose related to investments derecognized as
of December 312022 and 202Were$700,796thousand an8414,062thousard, reedively.

For the information on financial assets at fair ualthrough ¢her compehensive income pledged as
collateral for the Banknd its subsidiaries, please refer to Ndte 4

10. DEBT INVESTMENTS MEASURED AT AMORTIZED COST

December 31

2022 2021

Negdiable certificates of depositissued by the Central Bank $ 38,765,000 $ -
Bank debentures 15,506,044 12,820,440
CoporateBonds 4,401,545 -
Others 308,040 294,780

58,990,629 13,115,220
Accumulated impairment (5,153 (2,709
Net amount $ 58,985476 $ 13,112516

As of December 312022 and 2021debt investments measured at amortized cost, with aggegating
values of $797,576 thousand and$263,055 thousandhad ben sdd respecively under repurchase
agreements (recognized notes anddmds issaed unde repurchase agreements).

For theinformation onthe debt investméameasuredt amortized cst pledgedas collaterafor the Bank
and its sibsidiaries please rier to Noe 42.

Therewas no significantricrease in the credit risk of debwvesiments neasured at amortizeast of the

Bank and its subsidiaries; therefore etimpairment loss was assessed based on 12 months expectied cred
losses. A adjustment irthe investrent portfolio resulted in the regnition of impairment loss 5,153
thousand ad $2,704thousandn December 312022 and 202 lrespectively.
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Financal assets for hedlug

Fair value hedge interestrate swap

Financial liabilities fao hedging

Fair value hedgeinterest rateswap

Fair Value Hedges

11. FINANCIAL INSTRUMENTS FOR HEDGING

December 31

2022 2021
$ 2,025,601 $ 251279
$ 526,268 $ 73,006

The Bank ad its subsidaries are exp@sl to therisk of adwerse fair value fluctations due to changes in
interestrates br thedebt instruments antdank debentures issued. Since the risk is consideaterial, the
Bank and its subsidiaries enter into interest satap contacts to hedge ainst ths rik.

Thefollowing tables summarize the information relating tbe hedes forinterest rate risk.

December 31, 2Q2

Notional
Hedging Instrument Amount
Fairvaluehedge
Interest ate swap contract  $ 45,764,866
Hedged Itens

Fair value hedge
Financial assets afair value througlother
comprehensive income
Bank debenturegayable

DecembeBl, D21

Notional
Hedging Instrument Amount
Fair value hedge
Interest rée swap contract:  $ 35,745,107
Hedged Itens

Fair value hedge
Financial assets at fair value througheat
comprénensve incane
Bankdebeturespayable

Line Item in Carrying Amount
Maturity Balance Sheet Asset Liability
202405.18 Financialassets and $ 2,025601 $ 526,268
203209.08 liabilities for hedging
Accumulated Amount of
Carrying Amount Fair Value Adjustments
Asset Liability Asset Liability
$ 26,415,169 $ - $ (1,996,813 $ -
- 15,303,007 - (496,993
Line Item in Carrying Amount

Maturity Balance Sleet

2022.05.03 Financialassets and
2031.09.14 liabilities for hedging

Carrying Amou nt

Asset Liability

$ 251279 $ 73,006

Accumulated Amount of
Fair Value Adjustments

Asset Liability

$21,067,311 $ -
- 15,79,122
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12. SECURITIES PURCHASED UNDER RESELL AGREEME NTS

December 31

2022 2021

Commercal papers $ 7,710865 $ 2,098902
Government bonds 5,047,989 318,576
Negotiable ceificates ¢ deposit 1,200,945 -
Corporate bonds 887,421 552,866
Bank debentures 620,469 638,814

$ 15,467,689 $ 3,609,1B
Agreedupon resellamourts $ 15494368 $ 3,600,849
Last maturity date March 2023 March 2022

13. RECEIVA BLES, NET
December 31
2022 2021

Accounts eceivables factoring without recourse $ 11,472,457 $ 8,152,050
Instalment accounts anl lease eceivaltes 6,742,665 6,061,915
Interest eceivable 4,318054 3,286,968
Credit cards 3,521,739 3,389,969
Accounts receivableforfaiting 3,521,111 5,624,594
PEM receivable 923,887 833229
Rentaldeposits 467,748 467,748
Others 1,189,133 633,17
32,1%,794 28449,630

Less: Unrealized interest (359,317 (307,271}
Allowance forbad debts (1,441,322 (1,323,963

Net amount $ 30,356,155 $ 26,818,D6

As of Decembe 31,2022 and 2021the rental deposits receivable amting to $467,748 thausand and the
allowance for bad debts was $409,848 thousand, reduttedthe relocation to Bar&wned property, of
which, depositsfrom Prince Motors andCosmos Consuction Mamagement Corporationn@ounted to
$101,901 thousand, andet dlowance for baddebts on thesdeposits was $44,001 thousand.

On February 14, 2014hé Tapei District Court had judged that the Bank lost the laitvagainstthe third
party who chimedthat he Bank had frauduldy infringed the rights of the cdétors regading progerty
rights of Dun Nun Building, and the Bank then filewh appeal. The aurt has revoked the original
adjudication and rejected theirth partyappeal onJuly 26, 20Z. The third party then filedan appeal fo
third trial. The Suprem€out decded in thethird instane andthe case was sent backtle High Courton
November 9, 2018[he High Courimadea verdicton August 17, 202Please referto Note 8 for details
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From May 2007 to February 2@) the Bank sold structured notegjich wereissued byGVEC Resource

Inc. (GVEC), amounting to US$48,920 thousand through a specific trust fund. PEM Group, which GVEC
was subordinate tayasfound tohave comntied fraud ly the U.S. Scurities and ExchaegCommission
(SEC). In vew of itssocal respnsibility, t h e oBrd of Kirecdors lolecided to buy back the structured
notes before March 31, 2010 and ask for compensation from PBWpGr

PEM Graup had invsted in lifeinsurance plicy products, etcl n or der t o r erightsv er
effectively ard to protect s ar ehol der s’ equi ty, the Bank’ s boa
December 21, 2010, to take over all theuirarte polidges and hal these potiiesin theform of trust. The

Bank completed the transfer of théelinsurane policiesfrom PEM Grogw on March 7, 2011. The Bank
measured the policies’ cost Dbased o henecognizedheu ar i
costamounting td5218386 ttousand (US$7,423 theand). At the same time, the Bankote off the initial

cost and prowion for life insurance policies amounting to $433,061 thousand (US$14,721 thousand).

As of December 31, 2@2thePEM receivabé amountingto $923,887thousand (L5$30,086thousand) wa
measured as the abovementioned/PEceivabk plus preniums paid theeon, less any recovery amount.
After assessing the possibility of recovery based on the latest information proyidisl trustentity, the
balance othe FEM recévable and its allowace for bad debts were as follows:

(In Thousands of USDNTD)

Decenber 31,2022

uUsD NTD
Life insurance policies $ 14,525 $ 446,061
Non-life insurance policies 15,561 477,826
30,086 923887
Less:Allowance for bad deis (17,0B8) (522,28)
Net amaint $ 13,078 $ 401606

December 312021

usD NTD
Life insurance policies $ 14,525 $ 402,222
Non-life insurance policies 15566 431,007
30,091 833,229
Less: Allowane for bad debts (16,732 (463287
Net amount $ 13360 $ 369,942
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Changes in Loss Allowance oRReceivables

The reconciliation statements of loss allowance &menables ofthe Bank ad its subsidries wereas
follows:

For theyear ended December 31, 202

Stage 1 Stage2 Stage 3 The
Adjustments
Under
Regulaions
Lifetime ECL Lifetime ECL Governing the
- - (Non-purchased| (Purchased or | Impairmentin | Procedures for
12 Months ECL lz'?g“z;ﬁg; IE:LE(;::/T:EUEITI:I)_/ or Cl)riginat.ed Orligiln ateq Af:cordance Banking Total
Assssed) Assessed) Credit-impaired | Credit-impaired| With IFRS 9 Institutions to
Financial Financial Evaluate Asets
Assets) Asset$ and Deal with
Non-performing
/Non-accrual
Loans
Balance at January 1 $ 48,561 $ 18,939 $ - $ 1,061,897 $ - $ 1,129,397 $ 194,566 $ 1,323,963
Changes due to financial instments that ha
been identified at the beginning the
period:
Transferedto lifetime ECL (327) 1,882 - (1,555) - - -
Transferredo credit- impaired financial
asses (157) (551) - 708 - - -
Transferred to 12 months ECL 1,044 (748) - (296) - - -
Derecogrizing financal asets dung the
current perad (58,371) (791) - (3917) - (63,079) (63,079)
Purchased or originated new financial asse| 67,235 932 - 3,380 - 71,547 71,547
The adjusmens underregultions goverimg
the proedures for banking 8iitutions to
evalude assets ancedlwith
non-performing/noraccrualloans 27,938 27,938
Write-off - - - (1,229 - (1,229 (1,229
Recovey of written-off - - - 8,024 - 8,024 8,024
Effect of exclange rate changesdothers (9.950) 4,183 - 79921 - 74154 74154
Balance at December 31 $ 48,035 $ 23,846 $ - $ 1,146,93 $ - $ 1,218,818 $ 222,504 $ 1441,32
For the year endeDecember 31, 202
Stage 1 Stage2 Stage 3 The
Adjustments
Under
Regulations
Lifetime ECL Lifetime ECL Governing the
- - (Non-purchased| (Purchased or | Impairmentin | Procedures for
12 Months ECL Iig%t;lgceti\lfg)l; IE:r:Ztil\Tdeuiﬁ;L or Originated Origin ated Accordance Banking Total
Assessed) Assessd) Cred_lt-lmp_alred Cred_lt-lmp_alred With IFRS 9 Institutions to
Financial Financial Evaluate As®ts
Assets) Assets) and Deal with
Non-performing
/Non-accrual
Loans
Balance atlanuary 1 $ 54,052 $ 39,244 $ - $ 1,098,055 | $ - $ 1,191,351 $ 237,123 $ 1,428,474
Changeslue to financial instruments that hg
been iderified at the beginning of the
period:
Transfered to lifetime ECL (348) 2,6% - (2,346) - - -
Transferred to creditimpaired financial
assets (249) (8,329 - 8,573 - - -
Transferred to 12 montH&CL 554 (197) - (357) - - -
Derecognizing finanel assets dimg the
current period (26,487 (4,226 - (8,513 - (39226) (39,226
Purdhased or origirted new financial assets 34,026 75 - 292 - 34,393 34,393
The adjugmens underegulations governm
the procedres Pr bankng institutions to
evaluate assets and deal with
nonperforming/ron-accrual loans (42,557 (42,557
Write-off - - - (27,203 - (27,203 (27,203
Recovey of written-off - - - 16,663 - 16,663 16,663
Effect of exchange rate changes arfebst (12,987) (10,329 - (23,267 - (46.58]) (46.58])
Balance at December 31 $ 48,561 $ 18,939 $ - $ 1,061,897 $ - $ 1,129397 $ 194566 $ 1,323,963
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Changes indtal carrying amount of receivad ofthe Bank and its subsidiariesere as follows

For the year ended December 31,202

Stage 1 Stage 2 Stage 3
Lifetime ECL | Lifetime ECL
I - Non-purchased| (Purchased or
12 M Lifetime .ECL L'fEt.'me ECL (or OEiginated ( Originated Total
onths ECL| (Collectively (Indiv idually Credit-impair ed| Credit .impaired
Assessd) Assessed) reat P ) P
Financial Financial
Assets) Assds)
Balance at January 1 $ 26,298,634 $ 213353 | $ - $ 1630372 | $ - $ 28,142,359
Convasion from individuafinancial
instruments to lifetimm ECL - - - - - -
Conversion from individual financi
instruments to crettimpaired
financial assets - - - - - -
Roll-out indvidual financial
instrumentsfrom aedit-impaired
finandal assets - - - - - -
Reeivables based on cotiive
assessment (88,059 65,451 - 22,603 - -
Purchased or originatetew
receivables 25,142,563 13171 - 11,479 - 25,167,213
Write-off - - - (1,225 - (1,225
Derecogrition (22,947,167) (53,241) - (30,752 - (23,031,160)
Effect of exchange rate changes &
others 1,357245 42,687 - 120,358 - 1,520,820
Balarce at ecember 31 $ 29,763221 | $ 281421 | $ - | $ 1752835 | $ - | $ 31,797,477
For theyear ended Decembal, 2021
Stage 1 Stage 2 Stage 3
Lifetime ECL | Lifetime ECL
I e (Non-purchased| (Purchasel or
12M Lifetime .ECL L|fet!n_1e ECL or Origin ated Originated Total
onths ECL| (Collectively (Individually s - I ;
Assessé) Assessed) Cred_lt-lmpalred Cred_lt-lmp_alred
Financial Financial
Assets) Assets)
Balance at January 1 $ 29,977,874 $ 239,811 | $ -1 $ 168658 | $ - | $ 31,904,248
Converson from indvidud financial
instruments toifetime ECL - - - - - -
Conversion fromndividual financia
instuments to crediimpaired
financial assets (112 - - 112 - -
Roll-out indvidual financial
instrumentsrom creditimpaired
financial assets - - - - - -
Receivablebasel on cdlective
assessent (81,929 37,48 - 44,454 - -
Purchased or originated new
receivables 9,589,038 861 - 740 - 9,590,639
Write-off - - - (27,203 - (27,203
Derecognition (12,779036) (64,786 - (43,309 - (12,887130)
Effect of exchange rate changes &
others (407,208 (1) - (30,986 - (438,195
Balance at Decendr 31 $ 26,298,634 | $ 213353 | $ - | $ 1630372| $ - | $.28142,39

For the impairmentoss aalysis of receividles, please refer to Notb4

For theinformation onreceivables pledged as collateral for the Bank and its subeglipleaserefer to

Note 4.
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14. DISCOUNTS AND LOANS, NET

December 31

2022 2021

Shortterm loans $ 67,245686 $ 73,846,711
Mediumterm laans 233,598,502 210,621,330
Long-term loans 98,419,210 93,818,326
Overdue bans 520,522 278416
Export negotiaths 21,719 32,089

399,805,639 378,596,872
Less: Allowance fobad dels (5,180,607 (4,874,25%
Less: Discounts on discounts and loans (522149 (52,228

Net amouh $ 394,572,818 $ 373,670,389
Changes nh Loss Allowance on Oscounts and Loans

The recondli ation statements of loss @lfancefor discounts and loans of the Baakd its subsidiries
were as follows:

For the year ended Daubea 31, 202

Stage 1 Stage2 Stage 3 The
Adjustments
Under
Regulations
Lifetime ECL | Lifetime ECL Governing the
- T (Non-purchased| (Purchased or | Impairmentin | Procedures for
Lifetim e ECL Lifetime ECL L o N
. i or Originated Originated Accordance Banking Total
12 Months ECL (%czls?;glgy (lr,l\dsglgiizg Credit-impaired | Credit-impaired | With IFRS 9 Institutio ns to
Financial Financial Evaluate Assetg
Assets) Assets) and Deal with
Non-performing
/Non-accrual
Loans
Balance at January 1 $ 856,760 $ 102,498 $ - $ 499,580 $ - $ 1,458838 $ 3,415,417 | $ 4,874255
Changes due tiinancial instrumentthat hae
been identified at the begiimy of the
period:
Transferred to lifetime ECL (2,450) 13,890 - (11,440
Transfered to credt - impaired financial
assets (5,479 (19,301) - 24,779
Transferred to 12 onths ECL 11,521 (2,583 - (8,938)
Derecognizing financial assets during the
current perid (664,852) (14119) - (104,981 - (783,952 (783,952
Purchase or originated new financialsses 1,049,379 52,865 - 68 - 1,102,312 1,102,312
The adjustments under regulations governi
the pocedurs for barking institutions to
evalate assets and desith
nonperforming/nm-accru&loans 346,665 346,665
Write-off - - - (453,270 - (453,270 (453270)
Recovery of writteroff - - - 676,735 - 676,735 676,735
Effect of exchange atechanges and others (542.821) (34.026 - (5.201) - (582.138) (582,139
Balance at December 31 $ 702,059 $ 99,224 $ - $ 617,242 $ - $ 1,418,525 | $ 3,762,082 $ 5,180,607
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For the yeaenced Decembe 31, 2021

Stage 1 Stage 2 Stage 3 The
Adjustments
Under
Regulations
Lifetime ECL Lifetime ECL Governing the
- o (Non-purchased| (Purchased @ | Impairmentin | Procedures for
2 vonns et | Seome St | Lietme £l | oOrghated |  Oranatd | Accotance | Sanking | Toa
Assesed) Assessed) Credit-impaired | Credit-impaired | With IFRS 9 Institutions to
Financial Financial Evaluate Assetg
Assets) Assets) and Deal with
Non-performing
/Non-accrual
Loans
Balance aflanuary 1 $ 1213597 $ 89,205 $ - $ 557,519 $ - $ 1,860,321 $ 3,135,568 | $ 4,995,889
Changes due to financial instruments that H
been identified at the beginning of the
periad:
Transerred to liféime ECL (3,229 19,129 - (15,9m) - - -
Transfered to cedit - impaired financial
assets (6,023 (11,259 - 17,277 - - -
Transferred to 12 months ECL 11,749 (2,277 - (9,472 - - -
Derecogrzing financial ases during the
current perid (552,292 (14,663) - (67,877 - (634,832 (634,832
Purchased or originated new financial asse| 1,170,059 71 - 259 - 1,170,389 1,170,389
The aljustments underegulations governing
the pocedurs for barking institutions to
evaluate assets and deal with
non-performing/noraccrual loans 279,849 279,849
Write-off - (691,659 - (691,659 (691,659
Recovey of written-off - - - 655,56 - 655,256 655,256
Effect of exchange rate changes and other: (977,10) 22,287 - 54,176 - (900.638) (900.638)
Balane at December 31 $ 856,760 $ 102,88 $ - $ 499580 $ - $ 1458838 $ 3,415417 $ 4,874,255

Changes in total carrying amount of discounts and loans of thed@whis subsidiariesere as follows:

For the yeaendedDecember 312022

Stage 1 Stage 2 Stage3
Lifetime ECL | Lifetime ECL
e e (Non-purchased| (Purchased or
LifetimeECL | Lifetime ECL L L
12 MonthsECL | (Collectively (Individually Corc(?rl_gmatgdd c Odr_|g|_nate_d d Total
Assessed) Assessed) reF}t-lmpalre redit-impaire
inancial Financial
Assets) Assés)
BalanceatJaruary 1 $ 375,03,104 | $ 1,441474| $ -1 % 215229 | $ - | $ 378,5%,872
Conversion from individual financi
instruments to lifetime ECL - - - - - -
Conversiorfrom individual financial
instrumentsd credt-impaired
finandal assets (127,836) - - 127,836 - -
Roll-outindividual finandal
instruments from credimpaired
financial assets - - - - - -
Discounts and loans based
collective asessment (834,839 339,060 - 495778 - -
Purchaed or giginated new
discounts andolans 609,844,338 129,671 - 1,021 - 609,975,030
Write-off - - - (453,270 - (453,270
Derecognition (594,783697) (376,774 - (273,656) - (59%,434,127)
Effect ofexchangeate changes an
others 6,866.302 532 - 254,300 - 7121134
Balance at December 31 $ 395,967,373| $ 1,533,963| $ -1 $ 2304303 | $ - | $ 399805639
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For the year atted December 31, 202

Stagel Stage 2 Stage 3
Lifetime ECL | Lifetime ECL
L I (Non-purchased| (Purchased or
12 M Llfetlme_ECL Llfet!m_e ECL or Originated Originated Total
onths ECL| (Collectively (Individually Credit-i ired | Credit-impaired
Assessed) Assessed) reF_l impaire ) P
inancial Financial
Assds) Assds)

Balance atJaway 1 $ 376,225,602| $ 1,426,197| $ - | $ 2303265 $ $ 379,955,064
Conversion from individual financi

instruments to lifetime ECL
Corversion from individuafinancial

instrumerts tocredit-impaired

finandal assets (367,700 367,700
Roll-out individual financial

instruments from credimpaired

financial assets
Discounts ad loansbased on

collectiveassessment (773,375) 308,224 465151
Purchasedooriginated ew

discounts and loans 563,479,790 3,810 931 563,484,531
Write-off - - (691,659 (691,659
Derecgnition (560,100,50) (294,650 (290,504) (560,685,661)
Effect of exclange rate chayes and

others (3,460,709 (2,107 (2,599 (3,465,403
Balance at December 31 $ 375,003,1@ | $ 144144 | $ - | $ 2152,294| $ $ 378,596,872

For theimpairment lossinalyss d discounts and loanplease refeto Note 4.

. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD, NET
Immaterialassociates

December 31

2022 2021
Carrying Carrying
Amount % Amount %
Suyin KGI Cmisumerfinance Co., Id. $ 4,459,742 36.17 $ 4,113,459 36.17
CDIB & Partners Investment Holding
Corporation 679,617 4.95 892,669 4.95
$ 5,139,359 $ 5,006,138

Aggregde information of associges that are not indidually maderial.

For the Year Ended Decenber 31

2022 2021
The Bank and its subsidiarie
Net income $ 122,291 $ 83,418
Other comprehensive income (51.,84) (6,252
Total compeheansive income $ 70,447 $ 77,166

The @ove invesmentsaccounted for using the equity method and the Bankitarsdu b s i di ar i es’
earnings and other comprehensive income had been calculated on thefbhsisaalited finarcia
statemats.
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The Bark andits subsidiares had not pledgeaty of theinvedments accounted for using equity method as
collateral.

16. INVOLVEMENT WITH UNCONSOLIDATED STRUCTURED ENTITIES
a. The Bank and its subsidiaries haveeasgcuiti zation products in whch the Bankand its subidiaries
do not have sigficant nfluencebut rights and obligations in accordance with the contract. The funds
of unconsolidated structured entities are from the Bank and its subsidiaries andl ¢xiter parties.

b. The carryng amounts d6the Bankand its 8 b s i d i a wemantswith thie aructoired entities, which
were recognized in the consolidated balance sheet were as follows:

December 31

2022 2021
Asset securitization
Finandal asses a fair vdue through ¢her comprlensive
income $ 305,942 $ 280,424

Theamount of the maximum exposure to loss is the carrying amount of the assets held by the Bank an
its subsidiaries.

c. The Bank and its subsidiaries didt provide any financial suppor to the unconsolidad structurel
entitiesuntil December 31,2022

17. OTHER FINANCIAL ASSETS, NET

December 31

2022 2021
Due from banks except for cash and cash equivalents $ 1,101,950 $ 1,086,575
Overdue reavables 15,447 13,615
Pledyed time dposits 300 300
1,117697 1,100490
Less: Allowance for bad debt®verdue receivables (15,447 (13,615
Net amount $ 1,102,250 $ 1,086,875

For the information on dher financial assets ple@g as collateral byhe Bankand its subsidaries, pleag
refer to Note 2.
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18. PROPERTY AND EQUIPMENT, NET

December 31

2022 2021

Land $ 3,347,35 $ 3,339,790
Buildings and facities 1,280,617 1,318,866

Machinery and compgar equipment 651,459 671,449
Leasholdimprovements 431,30 230,202
Miscellaneous equipment 102,698 73,646
Transportation equipment 11,723 69,966
Prepayments for gaisition of progerties 8,812 231,332

5,834,074 5,935,241

Machinery and Prepayments
Buildings and Computer Leasehold Transportation Miscellaneous for Acquisition
Land Fadlities Equipment Improvements Equipment Equipment of Properties Total

Cost
Balance at Janug 1, 2021 $ 3,240,327 $ 2,395,051 $ 941,709 $ 447,05 $ 319844 $ 77122 $ 19849 $ 7,441,097
Additions 333,687 55,787 44,667 32,478 - 20,484 381,760 868,83
Deduction - (8,1m) (28,53) (135,190) (136,789 (12,527 - (321,138)
Redassification (229,967 (120,297 51,086 38,457 - 32,474 (170,277 (398,524)
Effect of exchange rate

changes - - (22) (11) - (21) - (54)
Balance at December 31,

2021 3,344,047 2,322,441 1,008,907 382,929 183,056 117,532 231,332 7,590,244
Accumuateddepreciation

and inpairment
Balance at anuary 1, 2021 (4,257 (979,90) (257,454) (233,669 (155,021) (41,808 - (1,672,113
Depreciation - (71,641 (107,297 (51,903 (52,431) (14,230 - (297,499
Deduction - 8,100 27,265 131,477 94365 12133 - 273,340
Reclassificdabn - 39,863 - 1,353 - - - 41,216
Effect of exchangerate

changes - - 22 11 - 19 - 52
Balanceat Decenber 31,

2021 (4.257) (1,003,5%) (337,458) (152,727 (113,090 (43,886 - (1,655,003
Balance at Decembefl3

2021,net $ 3,339,790 $ 1,318,856 $ 671,449 $ 230,202 $ 69966 $ 73,646 $ 231,332 $ 5,935,241
Cost
Balance at January 2022 $ 3,344,047 $ 2,322,441 $ 1,008,907 $ 382,929 $ 183,056 $ 117,532 $ 231,332 $ 7,590,244
Additions - 32,878 85,938 46,198 - 21,337 26,729 213,080
Deduction (408) (17,553 (36,%3) (18,5%) (147,452 (23,48) - (244,009
Redassification 7,993 8,832 11,034 208,615 - 29,176 (249,249 16,401
Effect of exchange rate

changes - - 38 8 - 23 - 69
Balance at December 31,

2022 3,351,632 2,346 58 1,069354 619,195 35,604 144,590 8,812 755,785
Accunulated depreciation

and impairment
Balance at January 2022 (4,257 (1,003,585 (337,458) (152,727 (113,09) (43,886 - (1,655,003
Deprecigion - (73893) (116,%2) (53507) (18,007 (21,457 - (283,26)
Deduction - 14,504 36,563 18,437 107,216 23,474 - 200,19+
Reclasification - (3,007) - - - - - (3,007)
Effect of exchange rate

changes - - (38) (8) - (23) - (69)
Balance at December 31,

2022 (4,257) (1,065.,98) (417,899 (187,85) (23,881) (41892) - (1,741,711)
Balanceat December 31,

2022 net $ 3,347,375 $ 1,280,617 $ 651,459 $ 431,390 11,72 $ 102,698 $ 8,812 $ 5,834,024

December31

Assts wsed by the Banknd is subsidiaries $ 5,518,89 $ 5,543,086
Assetsleased under operating leases 315,215 392,177

5,834,074 5,935,241
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Property and equipment are depreciated on a striinghbass over heestimate usdul lives as follows:

Buildings and fadities 5-60 year:
Machinery and canputer eqipment 4-10 year:
Transportation equipment 5 year:
Miscellaneous equipment 3-15years
Leasehold improvements Depends on the agor thedurablelif e of theleas, whichever is shont

The operatingdsses ofthe B a n kidiesies araraisly bagd on leased light passenger vehicles with
lease terms of 1 to 5 years. The above contracts do not contain market review clausesseBseanl not
hawe kargain prrchase options to acquirthe assets at thexgiry of the lease perits.

The matuity analysis of lease payments receivable was as follows:

December 31

2022 2021
Year 1 $ 2,787 $ 24,016
Year 2 174 2,475
Year 3 - 174
Year4 - -
Year 5 - -
$ 2961 $ 26,665

The equipnent leased by thdank andits subsidiariesunder operating leases depreciated on a
straightline basis over their estimated usdfuts & follows

Estimated
Useful Lives
Machinery equiprant 4-20 year:
Transportaion equpment 2-5 years

For the information on pramty and equipment pledged as collateral by the Bank and its subsidiaries,
please refer to Note24
19. LEASE ARRANGEMENTS

a. Rightof-use assat

December 31

2022 2021
Carrying amount
Buildings and &cilities $ 3,309,958 $ 3,624,368
Compute equipment 21,928 37,837
Transportation equipment 5,153 4,441
Miscellaneous egpiment 463 543

$ 3,337,470 $ 3,667,189
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For the Year Ended Deember 3L

2022 2021
Additions to ridnt-of-use assets $ 87,484 $ 2,435,145
Depreciation of rightof-use assets
Buildingsand facilities $ 347,595 $ 377,176
Computerequipment 15,909 15,909
Transportation equipment 3,021 2,830
Miscelaneousquipment 79 81

$ 366,604 $ 395,996

. Lease liabilities

Decemler 31
2022 2021
Carrying amount $ 3,493,402 $ 3,813,405
For the Year Ended December 31
2022 2021
Interes expense (ottrdénterest exp@ses) $ 30,084 $ 32,561
Ranges of discount ratéx lease liabilities were as follows:
Decenber 31
2022 2021
Buildings and fadli ties 0.520-1.82%% 0.64%-3.84%
Computer equiment 0.91%-0.9206 0.91%-0.92%
Transportdbn equpment 0.53%-1.6%0 0.53%0.92%
Miscellaneous equipment 1.03% 1.03%
The maturity analyis of lease liabilities (undiscounted) was akdws:
Decemler 31
2022 2021
Less than 1 year $ 380,374 $ 388,151
1 yearto 5 years 1,457604 1,485,163
Over 5 years 1,82Q957 2,131,936

$ 3,658,935 $ 4,005,250

Material lease activiteand terms

The Bank aml its sulsidaries lese buildings and facilities, conputer equipmenttransportaton

equipment ad mis@&llaneows equipment with lease terms of 1 & yiears. In the contracts, the Bank

and its subsidiaries have the option to ldasebuilding athe endof the leaseterms. e lesees dmot
have bargain pehase options to aage the assets at thexpiry of thelease periods.
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d. Other lease information

For lease arrangements under operating leases for the leasing out hiémiggopertiesind fredold
property and eqipment for the Bank and its subdiaries please refeto Noes18 and 20,espectiely.

December 31

2022 2021
Expenses relating to shagrm leases $ 7,746 $ 58,889
Expenses relating to lowalue assdeases $ 5,748 $ 1174
Total cashoutflow for leases $ 393925 $ 350,8D
Shat-term lease @mmitments with lease terms commencing after the balance sheet dates are as
follows:
December 31
2022 2021
Shortterm lease commitments $ 1,422 $ 836
20. INVESTMENT PROPERTY, NET
December3l
2022 2021
Land $ 1,150,3@ $ 1,158,29
Buildings and facilities 346,694 366,389

$ 1,496,998 $ 1,524,686
The changes in the Bank and its subsidiariess menepsojries wereas folows:

For the Year EndedDecember 31

2022 2021

Cost

Beginnirg balance $ 1,944,724 $ 1,550,283
Deduction - (4,083
Reclassification (16546 398,524
Ending balance 1,928,178 1,944,724
Accumdated akpreciation

Beginning balance (269,122 (215,8D)
Deprecation (14,149 (13,489
Deduction - 1,418
Reclassification 3,007 (41,219
Ending balance (280,584) (269,122

(Continued)
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For the Year EndedDecember 31

2022 2021
Accumuated impairmet
Beginning balance $ (150,916 $ (150,916
Impairment - -
Ending balance (150,916 (150,916
Carrying anount, né $ 1,496,998 $ 1524686
(Concluded)

Investmen property is depreated oma straightline bass over te estimated useful lives adlbws:

Buildings and facilities
Main building and parking spaces 30-60 year:

The fair values of th Bank ad its sisid i a ririvestsent prgerties were asseskdy an external
independentappraiser.The salescomparson approach and income approavere used in the valuation,
whereby the sales compari son appr eisticshvith chosengfar e s
comparble poperties which have beencently sold in similatrangdions, andhe incane apprach takes

the net operating aome of the rent collected and divides it by the capitalization rate. Based on these
valuations, the faivalues é the Bark and its sisidiai e svestmiem propertieas of December 32022

and 2021 were $1,898,516 thousandand $1,845,502thousand respectively. Investment properties were
categorized into Level 3.

The lease terms of the leasing of invesitmaropeties isl to 10 yeas. Somdesses have the priorityo
rent the leased ppertyunder the samems after the leases have expired. The lessees do not have bargain
purchase options to acquire the investment property at the expiry of the lgads.pe

The matuity analysisof lease payrents receivable und@perating leases afvesiment property vasas
follows:

December 31

2022 2021
Year 1 $ 40,166 $ 47,217
Year 2 35,878 39,241
Year 3 30,620 29,494
Year 4 16,669 24,138
Year 5 11,217 10,093
Over 5 yess 14,133 15948

$ 14883  $ 166,13

The above items of investmieproperty are depreciated on a straily basis over their estimated useful
lives as follows:

Estimated
Useful Lives

Buildingsand faclities 30-60 years

For the informatioron invedment propest pledyed as ollateral by the Bank and its Issidiaries, please
refer to Note 2.
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21. OTHER ASSETS, NET

22.

23.

December 31

2022 2021
Guarangée depass paid $ 6,497,32 $ 2,831,83
Prepaid expenses 640,122 715224
Prepaid pensiors 116,286 -
Operating guarantee deposits and settlement funds 57,100 57,100
Others 63,530 76,552

$ 7374410 $ 3,680,609

For the informatia onother as<ts plelged as collteral by the Bank ands sulsidiaries, pleae rder to
Note 2.

DEPOSITS FROM THE CENTRAL BANK AND BANKS
December 31
2022 2021
Call loans fran banks $ 11,791,872 $ 20,633,400
Deposits from ChurfgvaPog Co, Ltd. 180,556 190,146
$ 11,972428 $ 20,823546
NOTES AND BONDS ISSUED UNDER REPURCHASE AGREEMENTS

December 31

2022 2021
Corporate bonds $ 13,905,696 $ 26,098,779
Governnent bonds 9,784,967 9,508,118
Bankdebentures 3,771,150 7,174272
Others 899,171 -

$ 28,360,984 $ 42,781,169

Repurchase amounts $ 28,599,335 $ 42,810,348
Last maturity date March2023 April 2022
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24. PAYABLE S

December 31
2022 2021
Accrued interest $ 3,862,989 $ 2,249,116
Accounts pawble factoring 1,945,951 1,212,972
Payabé for checks forclearing 1,416,128 478,711
Accruedexpenses 1,094,893 1,249765
Payable for secities purchasd 229758 1,100,482
Others 1,453,788 950,981

$10,003,507 $ 7,242,027

25. DEPOSITS AND REMITTANCES

December 31

2022 2021
Time deposits $ 261,858,627 $ 234,166,608
Savings deposits 158,186438 143,663,711
Demand deposits 116,217,220 113,759,668
Checking depogs 3,817,497 6,184,673
Negotiable certificates of deposit 3,136,700 4,578,300
Remittances 468,721 260,797

$ 543685,203 $ 502,613757

26. BANK DEBENTURES PAYABLE

Decembe 31 Method of Paying Interest
Name 2022 2021 Issuance Period Principle and Interests Rate
P07 KGIB 1 $ 3,000,000 $ 3,000,000 2018.12.27no Interest pagble annwally 2.35%
maturity date (Note)
P07 KGIB 2 3,350,000 3,350,000 2018.12.272033.1227 Interest payable annually; 1.68%
principal due on maturity
PO8KGIB 1 3,100,000 3,100,000 2019.06.262034.06.26 Interest payable annugil 1.40%
principal dueon maturity
PO9KGIB 1 1,200000 1,200,000 2020.03.082027.03.05 Interest paydle annually; 0.75%
principal due on maturity
PO9KGIB 2 4,800000 4,800,000 2020.03.052030.03.05 Interest payable annually; 0.80%
principal due on matusit
PO9KGIB 3 4,800,000 4,800,00 2020.0807-2030.08.07 Interest payatelannualy; 0.71%
principal due on maturity
P10KGIB1 4,300000 4,300,000 2021.02.042031.02.04 Interest payalel annually; 0.57%
principal due on maturity
P10KGIB 2 700000 700,000 2021.05.18024.05.18 Interest payde annually; 0.40%

principaldue on maturity
25250,000 25,250,000

Valuation adjustment (496993 (8.878)
Net amount $ 24,753,007 $ 25,241,022

Note: The Bankhas the rigl to recean the bondsféer 5 years ath1 monh from the issue date if its
selfowned capital adequacy ratio is still in compliance with the requirements set by the competent
authority. The Banks allowed to rdeem tle bondased orthe carying value ofeach bad plus
intereg after approve by thecompetent authority.
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27. OTHER FINANCIAL LIABILITIES

December 31

2022 2021

Commercial paper payable $ 4,658,859 $ 4,539,179
Shorttermborrowings 706,@0 -
Cumulative earning on appropégtedioan fund 560000 -
Note issuance facility 499,779 859,896

$ 6,424,638 $ 5,399,075
Commercial paper payable 1.62%2.24% 0.68%1.06%
Shat-termborrowings 1.53%2.09% -

For theinformation on the assefdedyedas collagrds for borrowings, please refer to Note24

28. PROVISIONS

December 31

2022 2021
Provisions for guarantee liabilities $ 109,468 $ 242,096
Provisions for loamommitnments 60,4 92,341
Provisions for decommisgoning, restoation andrehabilitation cost 47,464 42,641
Provisions for employee benefits 5,217 27,652
Others 73,315 79,151

$ 295,926 $ 483,881

29. RETIREMENT BENEFIT PLANS
a. Defined cantribution plan

The pansion plan adpted by theBank aml its domestic subsidiaries in accande with the Labor
Pension Act (LPA) is a statmanaged defined contribution plan. Under the LPA, the Bank and its
domestic susidiaies male montly contributions t o e mp ividugl peasson acaunsdat 66 of
morthly salaries and wages. Total pemsexpenses recognized we£36,630thousand an$134,05
thousandor the years ended December 3022 and 2021respectively.

TheB a n loteignsubsidaries ecognized their cdributions as pesion expensgin acordance with
their local laws and regulations totali$§ thousand ath $117 thousandrespectively, for the years
ended December 32022 and 202respectively.

b. Defined benét plan
The pensionplan adopted by # Bark and its danegic subsidaries n accordance with the Labor

Standards Act is a defined benefit penspan. Pension benefits are calculated on the bases of the
length of service and average mowtbalaies anl wagef empdoyees &the time of retiemert.
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The Bankplaces itsmonthly contributions to the nemanager s’ pension fund
which is deposited in the Bank of Tai wan and
Supervisoly Commitee. Mamagers p & riuads @re manadeby the Employee Retirement Fund
Mam@agement Committee and depositedeens Kehime. CBe
end of each year, the Bank assesses the balance in the pension umdnibnt of the balace inthe

pengon fund is inadegate to pay retiement benefis for anployees who conform to retirement
requirements in the next year, tBank is required to fund the difference in one appropriation that
should be made before the esfdMarch of the nextyear.

The amaints included intte casdidated kalance sheetin rep e ¢ t of the Bank an
defined benefit plans were adlbws:

December 31

2022 2021
Present value of defined benefit obligation $ 977,575 $ 1,111,569
Fair value ofplan assets (1,0886449 (1,083917)
Net defned benefit liabilitiegas®ts) $ (111,069 $ 27,652
Movements in net defined benefdlbilities (assets) were as follows:
Present Value Net Ddined
of the Defined Benefit
Beneft Fair Value of Liabilities

Obligation the Plan Assets (Assets)

Balance at January 1, 2D2 $ 1,141,655 $ (1,124,853 $ 16,801
Service cost
Current service cost 3,481 - 3,481
Net interes experse (incone) 5,604 (5,57) 28
Recognized in profit or los 9,085 (5,579 3,50
Remeasuresnt
Return on plan assets (excluding amour
included in neinterest) - (6,139 (6,139
Actuarial (gain)loss- changps in
denopgraghic assumptions 24,329 - 24,329
Actuarial @ain) loss- changes infinancial
asumptions (17,199 - (17,199
Actuarial (gain) loss experigce
adjustments 23,811 - 23,811
Recognized in ¢ter canprehesive incone 30,944 (6,1349) 24,810
Contributions from themploye - (17468 (17,468
Benefits paid (70,115 70,115 -
Balance at Decembed 32021 1,111,569 (1,083,917 27,652
Service cat
Current sevice cost 4,298 - 4,298
Net interest expense (ome) 6,901 (6,799 105
Recognized in profit or loss 11,199 (6,796) 4,403
(Continued)
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Present Value Net Ddfined
of the Definad Benefit

Beneft Fair Value of Liabilities
Obligation the Plan Assets (Assets)

Remeastement
Return on plan assets (exdlng amounts
included in netnterest) $ - $ (44,67) $ (44,671
Actuairial (gain) loss changes in
demographic assumiphs 6,314 - 6,314
Actuarial (gain) loss changes infinancial
asumpions (103,915 - (103,945
Actuarial (gain) loss experence
adustments 18,061 - 18,061
Recogiized in other comprehensive income (79,579 (44,672 (124,24}
Contributions from the employer - (18,883 (18883
Benefits paid (65,823 65,623 -
Balance atDecembeBl, 2022 $ 977,575 $(1,088,64) $ (111,069
(Concluded)

Through the déned benefitplans under the Labor Standards Act, the Bank and itsidiabies ae
exposal to the bllowing risks:

1)

2)

3)

Investment risk: The plan assets are investedomesic and breign equity/debt saarities, bank
deposits, etc. The investment is donted at theliscretion of the Bureau of Labor Funds, Ministry
of Laba or uncer the mandaed managment. However, in accordance with relevant regulations, the
returngeneragd by pla asets should not bbelow the ingrest rate for a-gear time deposivith
local banks.

Interest risk: A decrease in the government band coporae band interest ate will increase the
present value of the defined benefit obligatihowever, ths will be partially ofset by an incease
i n the r et urbhinvestmenishe pl an’ s de

Salary risk: The present value of the defined bemdfigation is calculated byreference to the
future salaries of plan participants. As suchjrameae in thesalay of the plan peicipants wil
increase the present value of tlefined benefiobligation.

The actuarial valuations of the presematiue ofthe dfined benefit olligation were carried out by
qualified actuaries. The significantsasnptions useddr the purposes of thactuarial vallations were as

follows:
The Bank
December 31
2022 2021
Discount rates 1.500% 0.62%%
Expected rées d sdary increase 3.000% 3.000%
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CDIB Management Consulting Corporation and itsssdiaies

Decembe 31
2022 2021
Discount rates 1.250% 0.450%
Expectedates of salary increase 2.500% 2.500%

If possible reasonable chgain eah d the significant actuarial assumptions will occur and all other
assumptions will remia congant, thepresn value of thedefined benefiobligation would increase
(decreae) as follows:

December 31

2022 2021
Discount rate
0.25%increae $ (27,230 $ (33,447
0.25% decrease $ 28,313 $ 34,858
Expeced rateof salay increase
0.25%increase $ 27486 $ 33,493
0.25% decrease $ (26,509 $(32,325

The sensitivity analysis presedtabove mayot berepresataive of the atual change in the present
value of the defined benefit obligan asit is urlikely that the changen assumptios would occur in
isolation of oneanother as some of the assumptions may be correlated.

The Bank
December 3
2022 2024
The expcted contributions to the plan for the next year $ 14,193 $ 15237
Theaverage duratioof the define benefit obligation 11.4years 12.3 years
CDIB Management Consulting Corporation and its subsidiaries
Decembe 31
2022 2021
The expected contributions to the plan for the next year $ 1,356 $ 1,628
The averageéuration of tle defined benefit obligation 9.14years 10.20 years
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30. OTHER LIABILITIES

Guaranteedepaits received
Temporary receipts and suspergEconts
Others

31. EQUITY
a. Capital

Common stock

Number ofshares atiorized (in thousands) (Note)

Shares atholized

Number of shares issuedid fully paid (in thousands) (Note)
Shares isged

Note: Par value of shares is NT$10.

b. Capital surplus

Additional paidin capital

Sharebased payments

Change ircapital surplus flominvestmats in associates
accounted for using equityathod

Difference betveen considetion and carrying amount of
subsidiaries acquired

December 31

2022
$ 2,101,383

873,009
149,844

$ 3,124,236

2021
$ 3,106,508
1,918,039
108,725

$ 5,133,272

December 31

2022 2021
20,000,000 20,000,000
$ 200,000,000 $ 200,000,000
4,606,162 4,606,162
$ 46,061623 $ 46,061,823
Deceanber 31
2022 2021
$ 7,245,723 $ 7,245,723
91,198 12,966
32,632 185
4,978 -
$ 7374531 $ 7,258,874

The premium of additional paid capital (sharepremium from issuance of common shares, treasury
share transactions,né exces of the condderation received over thecarrying amount of the
subsi di ar $durng diposaltor aeqaistien) and donations may be used to offset a deficit; in
addition, when the Bank has no deficit, such capital surplus may be disttibatash dividends or
transfered to capital nce a year within a certain percentage of tlherBk * s|sw@up.i t a

The capital surplus from investments under the equity rdettay nd be used for any purpose.

- 50 -



c. Legal and special reserves

Under theCompanyAct, when the Bank incus no loss, theter e hol der s’ meeting
distribute legal resere by issuing new shares aash dividend, which is limited by the 298alanceof
legal reserve minus capitdh addition, under the Banking Act, éBank should retain 30% of its
aftertax earnigs as legal reserve before distributing thesenings Futher, if the amount of legal
reserve is less than the total amountagital,the maximum amount of earnings that may be distributed
in cash shouldiot exeed 15%o0f thetotal captal. However, tis restriction will not apply if the amount
of legal reserg equals or exceeds the amount of the total capital or if the Banks@undfinancial
condition and is in compliance with the Company Act.

After applying IFRSs, the Bank recogizes and reversespecial reserve according to Order No.
10100k865and 109050022issued by the FS@nd t he rul e of “ Queialti on
Reerves Appropriated Following the Adoption of

Under Order N0o1051000510 issuel by the FSC orMay 25, 2016, th Public Bank shall appropriate

2016 to 2018 anual surpluswvhich is based on 0.5% to 1% of net income for special reserve. From
fiscal year of 2017, the Bank can reverse the amount of expenditure of e@ploy sfer arisng from
finandal technology deelopment within the amount of the above spkogserve. ldwever, in response

of the development of financial technology andphatecton of the rights and interests of employees in

the domestic banks; iis notapplicable to appropriate special reserviem accordance with the Order No.
10802714560ssued by the= S C. When paying the expense of e
expenditues and the training in response of financial technology or busiteeskpmaent of the bank

the Bankreverses the spmal reserve within the scope mentioned above.

d. Appropriation of earnings and dividend policy

I n order t o e gepmtors@nd camsder Bha bekefitof sloareholders as well as comply
with the Banking Act and elevant regulaions, the Bank gpies the residual dividend policy. In
principle, the Bankpays dividends in the form of cash. The cash dividends should nobfgetinan
15% of paidin capital when legal reserve is less than faidapigl.

Thecurent yea r éamingswill be firstappie d t o of f set t he assdttle dltaxgse ar s
payable. After covering losses and settling taxes, the balaiickhhen be used to appropriate legal
reserve and special reserve and temrge a pecial reservein accorénce with the Baking Act and
relevant regulations. The remaarcand thepror year s’ adjusted unappro
the board bdirecor s’ decision to propose a dhagholdgésbut i
meetng for approval

Wh e n t hsdegaBraesarke’'equals its paiticapital, owhentheBak has compl i ed w
financial soundness requirements and pas/ided a legal reserve based on the Company Act and
relevant regulationghe Bankis no lorger subject tothe requirementdr legal reserve appropriation and

to the 15%of-paid-in capital limit on cash dividend distribution.

The appropriation of earmgs shou d b e presented for approval at
following, and gven dfect to n the financial tements of the year following the year ofrreags
generéon.

Under the Financial Holding Company Act, because the Bank migsone shareholder, CDFH, the

Company Act provi si ogssonotapplystdthe Baaknandhel bmardsof dirdors e t 1 1
is thus entitled to exercise shareholdersme e tciionsg f un
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Appropriatiors of the 2021 and 202@arningsapproved byBark’ ¢$oad of directors whichare
authorized o execut e s h auneidnonAprie2l, 2022 anddilt22, A1, rdgpectively
were as follows:

2021 2020
Legal reserve $ 1,665,649 $ 1,171,873
(Reserveof) special reserve 168,417 (286
Cash dividends 3,718,097 2,734,657

Related inbrmation ca be acessel atthe Market Observation Post System gite of the Taiwan
Stock Exchane.

32. NET INTEREST

33.

For the Year EndedDecember 31

2022 2021
Interest reverue
Discourts and loans $ 10,824,267 $ 8,153,187
Securities 3,602,366 2,450219
Others 1,430,189 610,884

15,856,822 11,214,290

Interest expense

Deposits 4,234,610 1,760,300
Notes andonds ssu@ under repurchasagreements 795,524 126,360
Structurecdhotes 475664 87,717
Due to othebank andorrowings from othebank 362,721 52,774
Bank debentures 269,285 181,717
Others 178,299 80,708

6,316103 2,289,576

$ 950,719 $ 8,924,714

SERVICE FEE INCOM E, NET

For the Year Ended December31

2022 2021

Servie fee revaue
Loans $ 631,345 $ 379,267
Trust 452,893 619,380
Insurance ommissim 381,945 446,972
Credit card 149,643 164,778
Underwriting 104,633 119,600
Guarantee 96,243 134,235
Othas 414,916 402,93

2,231,618 2,266,825

(Continued)
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For the Year Ended December 3:

2022 2021
Service fee expense
Agency $ 128,332 $ 112,672
Interbank 98,663 88,5
Others 175,887 146,911
403082 348,1F
$ 1,828,536 $ 1,918,688
(Concluded)

GAINS (LOSSES)ON FINANCIAL ASSETS OR LIABILITIES MEASURED AT FVTPL

For the Year Ended December 3:

2022 2021
Realized gain (bss)
Derivative instruments $ 3,141,947 $ (3,226,181}
Bonds (738,259 (197,759
Stocks (52,660 29,78
Othes 70,309 50,771
2,421,307 (3,343,442
Revaluation gain (loss)
Derivative insruments (787,1%) 2,292,811
Bonds 460,288 385,963
Stocks (13574 (2,606
Othes (48,587 (152
(389028 2,676,016
$ 2.032,279 $ (667,426

For the years endddecembe 31, 202 and 2021the realied gain or loss on the Bank aitsl subsidiae s

35.

financial assets or liabilities &VTPL included(a) disposhgainof $2,935,319 thousand anddisposalloss
of $3,045,017thousandrespectively, (b) interest revenuafs$192,070 thousand and129362 thaisand
respectively, (c) divided incomes 0f$2,282thousand an®8,995 thousandrespetively, and(d) interes

expensesf $708394thousandand$436,782thousandrespectively.

REALIZED GAINS (LOSSES) ON FINANCIAL AS SETS MEASUREDAT FVTOCI
For the Year Ended December 31
2022 2021
Gain(losg on dsposalof bonds $ (1,987,509 $ 394,435
Dividend income 770177 601,739
$(1,217,332 $ 996,174
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36. REVERSAL OF IMPAIRMEN T LOSS (IMPAIRMENT LOSS) ON ASSETS

For the Year Ended December 3:

2022 2021
Debt instruments at fair value through other compreheisbame $ (1672 $ 7,496
Debt instruments meared at amdized cos (2,299 284

$ (3,97) $ 7,780

37. EMPLOYEE BENEFITS, DEPRECIATION AND AMORT IZATION E XPENSES

For the Year Ended December 3:

2022 2021
Employee benefit examse
Salaries ad wages $ 3,265,131 $ 3,335367
Employee insurance 266,973 266,487
Pension 141,033 137,651
Othes 316,667 351,940

$ 3,989,804 $ 4,091,445
Depreciation and amortization expenses $ 902,375 $ 894,838
The Co mp a n yicles of Raorporation, which stipulates to distribidempesation of employeat the
rates 0.01%3% andremuner#on of directa at the rates no higher than 1% of net profit before income tax
and compensatioof employeeandremunerdbn of drector, however, if he Bank had incurred cumulative
losses, therofit should be used to offset the lossed firs

The distibution of the compensation of employeeand remuneration of directofor 2022 and 2021
approvel bythe boad of directos onFebuary 16, 2023 and Marchl0Q, 202 were as follows:

For the Year Ended December 31

2022 2021
Compenston of employe $ 5,300 $ 5,000
Remuneration of director 52,0® 49,000

There was ndlifferencebetveenthe amountsesolvedby the lard of diretors andhe respective amounts
recognized irthe financial statements for the years.

If there is a charggin the propoed amounts after the consolidated financial statements of the fiscal year
were autbrized for issue, the differaxes willbe recordeds a chage in the accounting estimate.

Theinformation on the proposed and approweinpensatin of employee and remeration of diretor is
availableatthe Market Observation Post System website offtieanStock Exchange.
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38. OTHER GENERAL AND ADMINISTRAT

Taxation
Computerinformation
Marketing
Professioal services
Others

39. INCOME TAX

a. Income tax expense

Currert income tax
Current year

IVE EXPENSES

Prior years’s adjustment

Others
Deferred income tax

Incometax expenses

For the Year Ended De@mber31

2022

$ 584296
408,151
157,688
140,698
633,075

$ 1,923,908

2021

$ 449,639
312,786
160,643
158,284
656,493

$ 1,737,815

For the Year Ended Deember 31

2022
$ 700,459
(13,950

686509
(49,817

$ 636692

The reconciliation of accounting profit dimcometax expense was &3l ows:

Incometax expenses calcutad at the statutory rate
Effect of differenttax ratesapgied to consolidated entities

Permanendifference
Unrecognizedemporary dferences

Prioryeat s adj ust ment s

Additionalincome tax undethe Alternative Minimum Tax Act

Unrecognied losscarryforwards
Others

Income tx expersesrecoqiized in profi or loss

2021

$ 173,2%
115
(18,000
155,411
638,863

$ 794274

For the Year Ended Deember 31

2022 2021
$ 1,330,340 $ 988,827
1,628 362
(864,983 (376073
(3,681) 200
(13,950 (1,820
212108 165,799
(867) -
(23,902 16,979
$ 636,692 $ 794,274

The corporate icome tax rate usd bythe Bankandits subsidiaries in the ROC is 20%. The applieab
tax rate used by subsidiaries@hina is 25%.

- B5 -



b.

Incometax recanized in oher comprehedve income

For the Year Ended December 3:
2022 2021

Current ircometax
Changesin fair vaue of equity instruments at fair value
through otler compehensive income $ (205205 $ 194,549
Deferredincome ax
Charyges in fairvalueof debt instruments at fair value throug

other comprehensive income (197,289 (74,66)
Remeaurnent of defined benefit plans 24,847 (4912
Income tax expengdenefi) $ (377,642 $ 114,972

The estinated receigdes/pyables resulting from the usef the linkedt ax system on
corsolidated tax returnwereas bllows:

December 31

2022 2021
Taxes paid b the parent company $ 1,032,695 $ 878,223
Deferred tax agts andiabilities

Deember 31

2022 2021
Deferredtax asset
Allowance for bad debts $ 500151 $ 481,661
Financial instruments valuation 227,378 -
Others 22,787 43,102

$ 750,316 $ 524,763

Deferred tax lahliti es

Defined kenefit plans $ 23,257 $ -
Unrealizedforeignexchame gain 21,126 -
Landvalue increment tax 19,831 19,83
Finarcial instruments valuation - 41,084

$ 64214 $ 60915

Income taxassesments

Since 2015, the Bank used the linked system in filng tagether its hcame tax andunapprriated
eanings returns and those of its pareainpany ad eligiblesubsidiaries.

The income tax returns of the Bank thro@§li7 have been examirgby the tax authorities.
The income tax returns ofEDIB ManagementCorsulting Corpaation through 2020 have been

exanmined by the tax authorities. Ehinmme taxreturns ofCDC Finance &L easingthrough 2@0 have
been examinely the tax authorities.
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40. EARNINGS PER SHARE

For the Year Ended DecembeBB1

2022 2021
Earnings usegin the comptationof the EPS $ 6,000,010 $ 4,137,768
Weighted average number obimmon shares outstanding (shares
thousands) 4,606,162 4,606,168
Basic EPS (in dollars) $ 1.30 $ 0.90

41. RELATED -PARTY TRANSACTIONS

The signifcant transactons aml relationship with related partiggn addtion to those disclosed in other
notes) are summarized below:

Related Party Relationship with the Bank and Its Subsidiaries

China Develoment Financial ldlding Corporatior ~ Parent compny
CDIB Capital Group and its subsidiaries Subsidiay of the parent company
KGI Securities Cq Ltd. and its subsidiaries Subsidiary of the parent company
China Life Insurance Co., Ltd. Subsidiary othe parent compygy
China DevelopmeniAsst Management Subddiary of the parent compygy

Corporation
Others Other rehted partis

a. Future contrac (recognized as cash and cash equivalents and fihaasits at fair vale through
profit or loss)

Cash and cash equleats

Amount
DecembeBl, 202 $ 332,49
December 31, 2021 326,505
Finandal assés at fairvalue tlroughprofit or loss

Amount
DecembeBl, 202 $ 11,932
Deemter 31, 2021 89,623

b. Sevice fee revenue receivable (reooted as receivalde net)

Amount
Decembefl, 202 $ 18,284
December 3, 2021 22,934
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c. Credt cardrecavable (reeognized as receivables, net)

Amount
Decembefl, 202 $ 19,423
December 31, 2021 20,006
d. Receivableson securities sdl (recagnized as regeables ne)
Amount
DecembeBl, 202 $ 52,412

e. Discounts and loans

Interest Rate

Amount (%)
DecembeBl, 202 $ 751,291 1.251500
December 31, 2021 993,280 0.00-10.99

For the yars ended Decembel 2022 and 2021the interestevenues from discounts and |@amere

$14,052 thousand and $12,5@ibusand, respectively.

Decembe 31, 2022

Is the
. ) Transaction at
Category N:mber;f S@I;hest BEnldmg Normal Overdue Type of Collateral Armés L
ccoun alance alance Commercial
Term
Consumer loans 32 $ 25783 | $ 13,48 | $ 13,48 | $ - |None/SME credit Yes
guarantee fod
Resicentid mortgageoans 80 1,098051 728,690 728,690 - |Real etate Yes
Others 7 37,698 9,153 9,18 - |Real estate Yes
December 312021
I's the
. . Transaction at
Category N:mbertof Ehglahest BEnldmg Normal Overdue Type of Collateral Armés L
ccounts alance alance Commerial
Term
Consumer loans 37 $ 35,672 | $ 19,064 | $ 19,064 | $ - |None/SME credit Yes
guarantee fund
Residentiamortgage loans 85 1,295,373 944 9B 944,915 - |Real etate Yes
Others 8 44,003 29,30 29,301 - |Real estate Yes
f. Purchae and salefdonds
Purchase of Sale of
Bonds Bonds
For the yeaended December 31, 202
Subsidiary of the parenbmpany $ 598,311 $ -
For the year ended December 31, 2021
Subsidary of the parentompany 4,399,624 61,000
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g Acquisition ofpropertyandequipment
Amount

For the year ended December 3021

Subsidiary othe parat company $ 410,000
h. Lease arrangements (as a lessee)

Acquisition of right-of-use asets

For the Year Ended De@mber 31
2022 2021

Subsidiary 6the parent company $ 155,567 $ 2,294,586
Lea< liabilities

December 31

2022 2021
Subsidiary of the parent company $ 2,356,490 $ 2,352,433
For the Year Ended December 31
2022 2021
Interest expense
Subsidiaryof the parent company $ 18,714 $ 16,586
Lease expense
Subsgdiary d the parent company 408 51,284

The above rental price is tdéemined basedn themarket piceand paidnonthly/cuarterly.

i. Guarantee deposits paid (ognized as other assetgt)

Amount
December 31202 $ 45,902
Decembe31l, 2@1 41,029
j. Payablego parent (recognized as current tax lighgk)
Decemler 31
2022 2021
Parent corpany $ 1,032,695 $ 878,223

The pawbles resulted from CDFHnd its eligible subsidiariesdapting the linkeetax sysém in the
filing of tax returns.
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k. Payabledor securitiegpurchasedrecogrizedas payabley

Amount
December 31202 $ 221,051
December 312021 883,997
[. Accruedinterest(recaynized as payablgs
Amount
December 31202 $ 10,68
December 312021 2,862
m. Deposits
Interest Rate
Amount (%)
December 31202 $ 16,065,780 0-7.00
December 312021 20,997,025 0-5.35

For the years ended Decken 31, 2022 and 021, the inteest exgnses for depasi were $95,635
thousaind and 86,525thousand, respectively.

n. Temporary receipts and suspense accduat®gnzedas other liabilities)

December 31
2022 2021

Subsidiary of the paresbmpany $ 660,40 $ 1,662596
The above acamtsis temporary re@pts of Automated Clearing HousACH).
0. Service fee revenue

For the Year

Ended

December 3
2022
Subsidiary of the parent company $ 208,855
Other related parties 128
2021
Subsdiary of the parent conapy 232,480
Other relagd parties 134

Service fee revenue mainly comprised sale of insuranndsfard trust affiliated business, etc.
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Othermiscellaneousevenugrecognizedasothernon-interestincome, net)

202
Subgdiary of theparent conpany
2021
Subgdiary of theparent compary

Servie fee expenses

2022
2021

Insurance expenses (rgoized ss employee benefits expehse

202
2021

Donations fecognized asther geeral and admistrativeexpenses)

202

Other generaand administrative expenses

2022
2021
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For the Year
Ended
Decemler 31

$ 12,323

20,974

For the Year
Ended
December 31

$ 21,086
9,348

For the Year
Ended
December 31

$ 21,639
24,107

For the Year
Ended
December 31

$ 20,000

For the Year
Ended
December 31

$ 93,520
90,873



u. Outstandng derivative financal instrurrents

December 312022
. Notional Valuation Balance Sheet
Related Party Contract Type Contract Period Amount Gain (Loss) Account Balance
Subsidiarie®f the |Currency swap Septembeg, 2022 - $ 21,342,060 | $ 86,709 |Financil assetat $ 119,413
parent company| contracts June20, 203 FVTPL
Financial liabilities a 32,704
FVTPL
Non-deliverale August26, 2021- 1,477 (83) |Financial liabilities a 113
forward contracts| May 26, 223 FVTPL
Crosscurrency swayj Felruary 23, 2021 - 576,313 (26,92) |Financialliabilities at 16,618
contacts May 26, 205 FVTPL
December 312021
. Notional Valuation Balance Sheet
Related Party Contract Type Contract Period Amount Loss Account Balance
Subsidiaries of the |Currency swap August16, 2021- $ 17920,%8 | $ (56,773 |Financial liabilities & | $ 56,773
parent company| contracs Segember6, 2022 FVTPL
Non-deliverable February 23, 2021 13967 (1,227 |Financial liabilities a 1,227
forward contacts| May 26, 2023 FVTPL
Crosscurrercy swagMarch12, 2020- 583858 (36,290 |Financi assets & 12,199
contracts May 26, D25 FVTPL
Financial liabilities a 491
FVTPL

v. Compensation of key magementpersonnel

For the Year Endad December31

2022 2021
Salary and shofterm employee benefits $ 252,214 $ 268,871
Sharebased payents 35,844 2,723
Postemployment benefits 12,909 1,894

$ 30096/ $ 273488

In additon to the aboe, the Bank lao paid lousing rental, car e nt al and ,dwhichver s
amounted tadh3,003thousand ané3,172 thousad for the years endg December 312022 and 2021
respectively.

The terms of transactis with relatedparties were isnilar to tho® for unrelaed parties except for
certan preferential interestraten de p o s i t semplayees with lamitel demsikamaunts.

Basedon Articles 32 and 33 of the Banking Act, except for consumer laadsgovernmenioars,

creditsexterded by he Bank to aw relatedparty were fully seured, and the other termerfthese
credits were simér to those for unrelateplaties.

- 62 -



42. PLEDGED ASSETS

The assets pledged as collateral of the Bank and itglfaries were afollows:

December 31

Assets Object Purpose 2022 2021
Due from the Central &k and Deposit reserve Financng project of smalland $ - $ 500,000
call loans to banks medium enterprise loans
Instalment accounts and lease  Notesreceivable Commercial paper payabésd 925094 262,32
recavables shortterm barowings
Financial assets at faiaue Governmat bonds Guarantees for provisional seizure 51,201 48,046
through oher compehensie
income
Financialassets at faivalue Governmat bonds Guarantees and provisi®en 156,885 156,446
through other comprehensive
income
Financial asses atfair value Negotiable certificates of As collateral 6r day-term overdraft 4,919,4@ 18,035,956
through oher comprebnsive depodt issued by the and U.S. dollar liquidation and
income Central Bank other transactions of the guatae
Debtinvestmerts measuredt Negotiable certificates of As collaterafor day-term o/erdraft 13,600000 -
amortized cost depod issued by the and U.S. dollar liquidation and
Central Bank other transations of the guarantee
Otherfinancial assets, net Time depgits As collateral for dayterm overdraft - 1,086,575
Property and equipment, net Real estate Commercial pperpayable and 7,934 11,680
shortterm borrowings
Investment property, net Investmet prgperty Commercial paper payableand 32194 33,481
short-term borrowings
Other fnancial assets, net Time deposits Shortterm borravings 300 300
Other assets, net Cash in banksimpound =~ Commercial paper payabéad 18,371 27,654
acount shorttermborrowings

43. COMMI TMENTS AND CONTINGENCIES
Major Litigation

In December 2012, a third party filed a lawsuit migig that the Bnk fraudulently infringed upon the
property rights ofcreditors on Dun Nan buildin On Febrary 14,2014 the Taipel District Court
adjudicatedtha the mortgage isancéed and the Bak has to return the amount of $1,786,318 thousand.
The Bank has appéedagainst this sentence on March 10, 2014. Theraigidjudication in favor ahe
third party wa revokedby the caurt. The third @rty filed anew appeal and the Supreme Court cedethe
High Court to conduct a new trial on Novemi&r2018 The High Gourt issued a judgment onAugust 17
2021, upholdig the original Taipei Disitct C o decisbn ® revoke the pat of the mortgag, and
dismsed the third p8anktp paythe recqivesd maogndn September 824,the Bank
and the third party each fileda thirdinstance appeal for logj part of the lawsuit. As of the day which
boad of diredors adptsthe caosolidation financial repat, the casis being heard by thBupremeCourt.

44. FAIR VALUE AND HIERARCHY INFO RMATION
a. Thefair value hierarchy of financial instruments is defil as follows:
1) Level 1 fair valuesre quotedpricesin active makets or financial insruments.
2) Level 2 fair values refer to directlyr indirectly observable inputs other thiagvel 1 quotegrices,
such as the quoted prices of similar finahoatruments in active markets; in esctive makets,
fair values ae quoted prices of he same or sinilar financial instruments or financiaistruments
that can be generated by usimgcing modelstha use inputs such as interest rates and volatility

rates, which are derived from or camdorroboraed with ob®rvablemarket dat.

3) Levd 3refers toinputs that are not based on observatdeket data.

- 63 -



b. Financial instruments meared at fair &lue

1) The fair value hierarchy of financial instremts measured at fair value is as fato

Decemler 31,2022
Level 1 Level 2 Level 3 Total
Measured on a recurring basis
Non-derivative financial insuments
Assets
Financial assets at FVTPL
Financial assets mandatorily
classified & at FVTPL
Bond invegmerts $ 473,700 $ 299,983 $ - $ 773,83
Commercidpapes - 6,990,203 - 6,990,203
Others 301,680 - 390,720 692,400
Financial asetsdesgnatedas &
FVTPL - 1,497,931 - 1,497931
Finarcial asetsat FVTOCI
Stock nvestments 948,104 - 951,062 1,899,166
Bond investments 55,783824 56,577,103 - 112,360,927
Negotialte certificates of deposit
issuedby theCentral Bank - 26,424348 - 26,424,348
Liabilities
Financial liabilities at FVTPL
Financial liablities degynaed as ai
FVTPL - 11,029,589 - 11,029,589
Derivative financial instruments
Assets
Financial assesat FVTPL 11,932 23,263,646 936,660 24,212,238
Finartial asets for hedgig - 2,025,601 - 2,025,601
Liabilities
Finandal liabilities at FVTPL - 23,662,075 936,647 24,58,722
Financdl liabiliti esfor hedging - 526,268 - 526,268
December 312021
Level 1 Level 2 Level 3 Total

Measured on a recurring basis

Non-derivative financial instruments

Assets
Financial assetst FVTPL
Financid assets mathatorily
classfied as at FMPL

Bond invesments $ 725,800 $ 1,480,729 $ - $ 2,175,529
Commercial paper - 10,260,772 - 10,260,772
Others 1,079,964 - 399,497 1,479,461
Finarcial assets é&VTOCI
Stock invetments 9,633,709 - 946,823 10,58Q0332
Bond investments 53,799,182 63,008,979 - 116,808161
Negotiable certificates of deposi
issued by the Central Bank - 70,115,980 - 70,115,980
(Continued)

- 64 -



Level 1 Level 2 Level 3 Total

Liabilities
Financial liabilities at FVTPL
Financial liahlities desgnaedas at
FVTPL $ - $ 10,354,365 $ - $ 10,354,365

Derivative financial instuments

Assts
Financial assts at FVTPL 89,623 9,721,065 177,924 9,988,612
Finarcial asets for hedgig - 251,279 - 251,279
Liabilities
Financial liabilities at FTPL - 9,774,22 178,401 9,953,323
Financial liabilities forhedging - 73,006 - 73,006
(Concluded)

Valuation technique of fair value

For financial assets ahliabilities at fair value through profit or loss and fineh asses atfair value
through other comprehense income,fair value is determined ajuoted market fices. When
market pricessf t he Bank'’' s var i ae sadrdadilyavaible fairl valueaset r u |
estimated by using appropriate valoatimodelsor the counterpam s tanmsattion prices The
information used by the Bank fdair value estnation is casistent withthat generally used in the
market, and thericing models used arcmmonly recognized by the industry as helpful tools in
deermining fair value. Relatedframewak of the metbdology canbe outlined as analytical
solution model $uch as BldcScholes modg and numeric method model (such as MoGtelo
simulation).

Fair value adjustment
a) The limitation of valuation teatiques ad unertain inputs

Valuation techniquesricorporateassumptions that depend dhe financial nstrument tpe and
availabe market data. However, certain inputs ugsedduation technigesmay be less readily
determinable. In these circumstanaegaluaton model would useddtional parameterand/or
model assumptionsmodel risk, iquidity risk, and so on tonake fair valle adjustments. Thus,
on the basis of its VWaation management fioies and relevant control procedures, the
management consic valudion adjustments asecessay and appropete. For heBank and its
subsidiarieto make apprapate valuaibn adjustmerg all parameters and price information are
evaluaed thoroughlyandmarket conditions are taken into consideration.

b) Credi risk vduation adjustment

Credt risk valuationadjustmentconsists of credit valuatio adjustment ah debit val@ation
adjustmet, and definitions are the following:

The creditvaluation adjstment is an adjustment to the valuation of OTC derivativetreats b
reflect within far value the possibilly that the counterparty may default anthat the
Corporation maynot receive thfull market value of the transactions.

The delit valuation agustment is an adjustment to the valuation of OTC derivativéractsto

reflect within fair value the possility that the Corporation may defaultand that the
Corporation mg not pay fullmarket value of the transactions.
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The Bank doescredit valuaton adjustment using probability of default (PD) multiplied loss
given cefault (LGD) mdtiplied by exposure tadefault EAD). To estimate the PD toe used as
bass for the dbwance for dabtful accounts, the Bank refers to theirrgs pwblished by
international credit rating institutions, valuation models aatuationmethal specified inFRS
9.

For EAD calcuation, the market values of OTC deriteve instrumerd are estimad in
calculding EAD. The Bank uses PD no lower tha®/60

The above parametse used in risk valuation adjustment that is based on thevédues of
financial instrunentsreflect the cred risks of counterparties and the crédjuality of the Bank.

4) Transfer betwen Level 1 and Level 2

There was no trafexr of financial instument between Level 1 and Level 2 for the years ended
Decemler31,2022 and 2021
5) Reawmnciliation of Level 3items offinancial instruments

The novements of fiancial assatwith Level 3fair value were as follows:

For the Year Ended December 312022

Valuation Gains (Losses) Amount of Increase Amount of Decrease
A Other i
Items Beginning Profit and Compre- Purchase @ | Transferto |Sale, Disposal Transfer Ending
Balance . Balance
Loss hensive Issue Level 3 or Settlement| from Level 3
Income
Financialassts at FVTPL | $ 577,421 | $ 840,782 | $ -1 % -1 % -1 $ (90,823 $ $ 1,327,380
Financial assetat FVTOCI 946,623 - 4,489 - - (50) 951,062
For the Year Ended December 312021
Valuation Gains (Losses) Amount of Increase Amount of Decrease
. Other i
Iltems Beginning Profit and Compre- Purchaseor | Transferto |Sale, Dispsal| Transfer Ending
Balance . Balance
Loss hensive Issue Level 3 or Settlement| from Level 3
Income
Financial assets at FVTPL $ 157737 | $ 36,563 | $ - | $ 402,003| $ $ (18,882 $ $ 577421
Financial asgtsat FVTOCI 1,089,B9 - (142,519 - - 946,623
The movements dfnancial labilities with Level 3 fair value were as follows:
For the Yea Ended Decembe 31, 2022
Valuation Amount of Increase Amount of Dea ease
Beginning Gains (Losses)| . Ending
caince | Recozaias| PURTEREOr | Taserto | S aposal s | pelace
Profit and Loss
Financial lakilities at FVTPL| $ 178,401 $ 830,82 $ $ $ (72586) $ $ 936,647
For the Year Ended Decenber 31,2021
Valuation Amount of Increase Amount of Decrease
Beginning Gains (Losses)| ) Ending
e | Reconiedas| PUTeseor | Tanserto | Se Dupes | Tarser (o | e
Profit and Loss
Financial liabilitesat FVTPL| $ 157,804 $ 37,353 $ $ $ (16,7%) $ $ 178,401

In relation to the above, valtiongains and losseae recognized in gaiand loss in the period. As

of Decemier 31, 2022 and 2021the géns and losse®n assetand liabiities were loss 0$$8,782
thousand an@2,980thousand, respectivel.
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measurement

6) Quantitative information about sificant unobservablanputs (Level 3) used in #h fair value

The tabé below ists quantitatie unobsrvable inputsof financial ingruments with Level 3 fair

value:
Fair Value at . Significant . .
Oomber 31, | YAUET | Unobsenatle | Range | Teeslorann eebeer
202 Inputs
Repetitive basito fair value
measurenent itens
Non-derivativefinancial
instruments
Financial assetat FVTPL $ 390,720 |Quoted price of |Liquidity discount |Beyond Fair value is inversely
counterparties  ratios estimation propational to digount for
liquidity discount ratds
Financal assets at FVTOCI 951,062 |Market approae [P/B, 1.10 Multiplier is propational to fair
Lack d liquidity 27.20% value, fair value isinversely
discount proportion&to discant for
lack of liquidity
Netasset méhod|Lack of liquidity 11% Fair value is inversely
discount and proportional ® discount for
control discoun lack of liquidity and control
Derivative finanal
instruments
Financialassets afVTPL 936,660 |Hull White Model parameterg Adjusted daily | Theused evaliation model
Model, Libor such as Mean based on parametrscannot be btained
Market Model| Reversion, market directly from market
BS Madel, Sigma, information| information or hputs of
discounted Correlation, /beyond paramé¢ers do not contain
cash shift Parameter] estimation linear relation; thus, analyze
flow/quoted liquidity by commring corretness
price of discount ratios stability, rationality, efficiency
counterparties of perfomanceand other
different aspets of the
outcome. Then thBankand
its sWbsidiaries seleche
applicable one accordirto
the analys; fair value is
inversely propdional to
discount fa liquidity discount
ratios
Financal liabilities atFVTPL 936,647 |Hull White Model paametes |Adjusted daily The used evalu@n model
Model, Libor such as Mean based on parameters cannot betamed
Market Modé,| Reversio, market directly from market
BS Model, Sigma, information| information or inputof
discounted Correlation, /beyond pammeters do natontain
cash shift Parametdr| estimation linear relation; thus, anlgzed
flow/quoted liquidity by conparing correctness,
price of discount rabs stahlity, rationality, éficiency|
courterparties of performance and other

different aspects of the
outcome. hen the Bank and
its sulsidiaries select the
applicabé one according to
the andysis; fair value is
inversely propdional to
discount fo liquidity dismunt
ratios
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Fair Value at . Significant . .
Decarber a1, | YAUSOT | Unobsenabie | Range | The Retonenh Betveer
2021 Inputs
Repetitive basis to favalue
measuementitems
Non-derivative financial
instruments
Financial asstsat FVTPL $ 399,497 |Quoted price of |Liquidity dismunt |Beyond Fair value is inversely
counterpartie§ ratios estimation propartional to discountdr
liquidity disemunt ratios
Financial assets at FVTOCI 946,623 |MarketapproachP/E, 12.47 Multiplier is proportional to fair
Lack of liquidity 27.2% value, fair value isinversdy
discount proportiond to discout for
lack of liquidity
Net assemethod Lack ofliquidity 11% Fair value isnversely
discount and proportional to discounfor
control discoun lack of liquidity and control
Derivative finanél
insruments
Finandal assets at WTPL 177,924 |Hull White Model paraméers |Adjugeddaily [The used esfuation model
Model, Libor such as Man basedon parameters cannot be obtair]
Market Mode]| Reversion, market directly from market
BS Model, Sigma, information| informaion or inpus of
discounted Correlation, /beyond parameters doat contain
cash shift Parameter/| estimation linear relation; thus, atyzed
flow/quoted liquidity by comparing cormeness,
price of discountratios stability, rationdity, efficiency
counterpaties of perfomance and tber
different aspects dhe
outcome. Tkn the Bank and
its subsidiaries select the
applicable oneccording ©
theanalysisfair value is
inversely propdional to
discount fa liquidity discount
ratios
Financial liabilites at FVTPL 178,401 |Hull White Model parameter |Adjusted daily| The usedvaluation modl
Model, Libor such asMean based on parametersannot be obtaine|
Market Madel,| Revesion, market directly from market
BS Model, Sigma, information| information or inputs of
discounted Correlation, /beyond parameers @ notcontin
cash shift Parameter]| estimaton linear relaion; thus, anlgzed
flow/quoted liquidity by comparing correctness,
price of discount rabs stallity, rationality, efficiency
counterparties of performance and other

different aspects bthe
outcome.Then the Banland
its subsidiaries select the
applicable one according to
the andysis; fair value is
inversly propational to
discount fa liquidity discount
ratios
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7) Pricing proces of Level 3fair value

T h e B dsk kahagement department issponsible fothe pricing pocess of Level 3 fair value.
The pricing models and cortiins assumed are ctorm to market practice; the basis of thedhe
are commont recogrized by the idustry as dasis of valuation itonductng measurement of fair
value. Furtherthe departmentonfirms whether the sources of the information are iaddentor
not, reasoably reflecting the prices in normal circurastes, and exames andadjusts fairvalue
periodcally to insure rests of the valuation is reasonable.

c. Fair vabeof financialinstruments not carried at fair value
1) Except for debinvestments measutledt amortized cost and bank debentures pkeydbe carryiny
amouns of the finartial instrunents not measured aiff valle are approximate to thefair value;
thus, their fai values are not disclosed.

2) Information of fair valuenierachy

DecembeBl,2022

Level 1 Level 2 Level 3 Total
Financial asds
Debt investments measutait
amatized cost $ - $58192,448 % - $ 58,192448
Financial liabilities
Bank ddentures payabl - 25,280,355 - 25,280,355
December 31, 201
Level 1 Level 2 Level 3 Total
Financial asets
Delt investmatsmeasured at
amortized cost $ - $ 13,033,193 % - $ 13,033,138
Financid liabilities
Bank debentures payable - 25349,007 - 25,349,007

3) Valuation techniques

a) Because the maturiyate is abseto the balancsheet date, the fair value of the financial assets
can e reasnably estimaté by referring to theircarrying anountin the baance sheetThe
technique applies tacash and ash equivalent, due from the Cieal Bank and call loansot
banks, ecuities purchasg under resell agreements, receivables, other fiaarassets,
guarantee degits paid, deposits from the Central Bank dvahks, nats and bods issued
underrepurchasegreements, payables, depositsl remittances, other famcial liebilities and
guarantee deposits received, etc.

b) The floating ratesire usuallyadopted as #hinterest of the loan, which reflects marketerest;

thus, it is reasonable tostimate tle fair value of a loan by reféng to its carrying anount
togeher withthe consideratiorin the collectability.
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c) The fair value of dbt investmentseasurect amatized cost is estimated by referring to quote
price from electronicbond trading ystem ofTaipei Exchange or Bloomberg.

d) The fair value of the pables ofthe Bank debenturés estimated by referring to the discounted
expected cash flopof which thediscount rate is reference to interest ratés wmilar maurity
date.

45. FINANCIAL RIS K MANAGEMENT

a. Risk managemermolicies and framework

The Bank ha an appropriate isk management system covering market, creuit @perating riss and
follows risk management procedures.

The Bank also alyzes monitors and pepares reporten overal risk management. These repaats
submitted to senior emagementto committees wih risk management functions and to the board of
directors. Updees on atual risks encountered when there are significamngesin macr@conomic
conditions otlin the financial market are generated fopre effective risk mondtring andhardling.

TheBak ' s ri sk management uaaepartsmentsut alsmthe o@rdl impactoh i n
risks on a corporate level.

The Bank identifies riks using consitent stadard asset portfolio classifidans, with classifications
correlatng with each otherand establishes a consistent measure apfdidalihe diffeent typesof
exposure.
The Bank’'s ri sk rmareafallgesment groupings
1) Board of directos
The Bak’ s board of esithe eopetation sf a giskparagemenstructure and
promotes a risk management culture, ensuresfflogeacy of risk managerant, eviews important
risk control reports and besatheultimate respon#ility for ri sk managernt.

2) Risk management comma#

The risk management ounittee spewises the implmentation of risk management policies,
inspectgisk control rgports anddealswith related issues.

3) Business and managent ccpartmens

The departments areesponsibe for ensuring compliance witlisk management regulati®nvhile
conducting operatios to control daily risks.

4) Risk managementsgpartment
The iisk managmentdepartment is a unit independent from busedspaiments ad is incharge
of risk managema planning and system operaticand providing overall ris managemsat
information tosenior management and the board of directors.

5) Audit departnent

Thedepartert is in charge of establishing all risk of@nisnsand awdliting the implementaon of
andcompliance with these mechanism
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Risk management is aipt duty of all t h e ddpartménts mcluding business, legal, regujato
compliance, ihance, acouning, administration, operating, audit depagmm am so on,that shaild
be done digently through interdepartmental coordtion in overall risk mangement.

b. Credit risk
1) Definition and source of credit risk

Credit iisk is the riskof finandal lossto the Bank if a creditor, debtor or cdarpary fails to meet
its contractunobligations or has negative changes i @redit quality. Creditisk managmert
covers all oprating activities that involve credit risk,clading credit lnsinesscall loars to banks,
banking book securities inviesent, financia derivaives, repurchse agreenm transactions and
other operang activities.

2) Credt risk maragement policy

The Bank has standard control procedures for icradk identification, neasurenert, and
generation of disclosures and regoto be used for a rdional identifcation, masrement,
disclosure, and efféiwe control of credit ris. These pocedures includeapplying standard
screening criteria for targetiients, creditinvesticationsfor credit approval or rejection, careful
deliberdion of applicaions for certan exceptims credit review, management nbn-performing
loans andequestsandcontrol over #d related documents and information. The Batdo adjusts
the credit isk sructure accordingly so that credit portfadicare vithin the B a n kisk sppetite
Further, the Bank assesses the changeghi@ economy to adjust Ksstructue and develops
strategies in response to these changes to faisers e h o | ud &nd esure herisk is bearable.

Based on the risk magamentpdicies, the maagement pross is caredout as follows:
a) Credit investigation

In screeningarget cients, the Bank dss for all the necessary documents from thents in
order toget an acurat wnderstanding of their background and ecohtredit portfolios within
the accptable rang.

b) Credit approval

Cases tit have passed the creditvestigaion are reviewed ¥ the credit authority of each
level. The crediauthorities aprove crelitsinac cor dance wi th t hruetur®ank
and auhorization policies. h e B anadk approval structure and padks are based not only

on the Bankng Act and othergovernment rules for credit extended to the esgmrson or
affiliated enerpriseggroups, industry and country, but alsotbe pofessicnalismd t he Ban
credit authoities and the quality of assaintrol. The amounts of edit authoizedare reviewed

by the credit authorities occasionally.

c) Postlending loarreview

The coporate banking segment of the Bank tracke thorraver s ’'nancfaliand business
conditions,generates risk assessment report credit asset portfas reguldy, operates a rls
warning system and adjusts business developmsieategies aseededd copewith economic
conditions and changes in asguaity through theuse of an acamt managemrt scheme and a
regularreassesmnent system. For consumdranking lusiness, they tradc and control the
changes in asset quality thuigh the use ofegularasessmaet system, and handle the changes
in borrowe s ' dit qualgy instantly throughthe use ofregularreassessment system. For
delinquent loans, the B&nuses theconcentration maagement method, together with
information systms and analysismodels, © enhace and expedite the collection of
non-perfaming loans.

- 71 -



d) Riskreport and inbrmation dsclosures

The risk management patment is responsible fomeasurig risk, preparingquarterly risk
report, including all risk mana&gnent index andisk captal requirement assessment and
reporting to risknanagemet comrmittee aml board of diectors.

3) Credit risk hedge or mitigatiopolicies

Considering theasset hege market and liqidity, the Bank takes the necessary risk reidnct
strategies,mainly on credt objects and hedge transactions involviagsets vth doubtful
cdlectability ar a long peiod of duration, including methis for increasing appropate collaérd
with good liquidity, or transferring to credit guaranteetingions such a the Smt and Medium
Enterprise Credit Guarantee FundTaiwanto maximize thecollateral. r determiing the value
of foreclosed colleral, liquid securities Wl be evduated at their meket value; other collateral will
be subject tdield surveys kg appraial inditution for their fair value assessmenbieh will be ugd
as abasis for denrading additonal collateral or adjusting theedit amount to ensurdat risksare
withintheBakk ° s t ol erance range.

If clients are found todwve bad creditdfaturesthe Bank will strengthen the monitoring of theeatit

of borrower and garantor and tee measuresuch as demanding an early rgpent or additional
collateral in mtigat n g t hsecred® aigk.dn addition, the Bank sets diéfet credit limis for

counterparties involved in derivative transactioaad entes into collateral support ageements wh

counterparties to ensure thietks are under control.

4) Maximum exposure to creitl risk

The maximum exposure to credit rislorin onbalance séet finarial assés was equal to their
carrying values; vwhout taking into collateral or othecredit efnancements and unused revolving
credit without credit cardand cash ard the maxinum eposure of credit riskrom irrevocable
off-balance sheet finaial insrumens wasas follows:

December 31
ltems 2022 2021

Irrevo@ble loan comitments, garantees and letters of
credit isued yet unused $ 42,507,746 $ 57,251,277

The Bank believes that stringent selection process®l conductingegularreview afterwards are

the reasons why they canntmuoudy contol and minimize the cedit risk exposure fom their
off-balance keet items.
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The Bank andts subsidiae s arryingamountof maximum exposure credit risk for majoredit
assetsvere asdllows:

Shortterm loans

Shortterm secured
loans

Mediumtem loars

Mediumtermsecured
loans

Long-termloans

Long-termsecured
loans

Overdue loans

Export negptiations

Total carrying amount

Allowance for bad
debts

The adjustrents under
Regulation
Gowerning the
Procedures for
Barking Institutions
to Evaluate Assets
and Deal with
Non-performng/
NonraccrualLoans

Discowntson loans

Total

Credit card

Accounts receivable
forfaiting

Accounts receivable
factoring without
recourse

Acceptances

Instalmentaccounts
and lease receivable

Total carrying amount

Allowance for bad
debts

The adjustments unde
Regulation
Governing the
Procedures for
Barking Instituions
to Evaluate Assets
and Deal with
Non-performing/
Non-accual Loans

Total

Discounts and Loans

December 312022

Stage3
Stage 1 Stage 2 Purchased or The Adjustment
12 Months Lifetime Lif etime Originated under the
Expected Credit Expeded Credit Expected Credit  Credit-impaired Regulation/
Losses Losses Losses Financial Asset Discount Total
$ 50,495544 $ 659,915 $ 643,69% $ - $ 51,79,155
15,440,552 - 5,90 - 15446,53
145,129,981 137,865 284,32 - 145,522,218
87,940,372 77,969 27,943 - 88,046,834
8,267,080 504,125 709,940 - 9,481154
88,672116 154,089 111,861 - 88,938,056
- - 520,522 - 520,522
21,719 - - - 21,719
395967,38 1,533,96 2,304,303 - 399,805,89
(702,059) (99,2249 (617,242 - (1,418,5B)
$ (3,762,02) (3,762082)
(52,214 (52,214)
$ 395,266,314 $ 1434739 $ 168708 $ - $  (3.814.29%) $ 394,522,818
Receivabkes
Deceember 31,2022
Stage 3
Stage 1 Stage 2 Purchasedor
12 Months Lifetime Lifetime Originated The Adjustment
ExpectedCredit Expected Credit Expected Credit  Credit-impaired under the
Losses Losses Losss Financial Asset Regulation Total
$ 3,155,83 $ 198,218 $ 98,785 $ - $ 3,452,266
3,521,111 - - - 3,521,111
11,472,404 8 50 - 11,472,462
8,881 - - - 8,881
6,256,331 72,059 54,958 - 6,383348
24,413,990 270,285 153793 - 24,838,068
(46,841 (23,2B) (38,123 - (108237)
$ (219,979 (219,975
$ 24,367,149 $ 247,012 $ 115670 $ - $ (219,979 $ 24,509,8%
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Discountsand Loans

December 312021
Stage3
Stage 1 Stage 2 Purchased or The Adjustment
12 Months Lifetime Lifetime Originated under the
Expected Credit ExpectedCredit Expected Credit ~ Credit-impaired Regulaion/

Losses Losses Losses Financial Asset Discount Total
Shot-term loans $ 50,287,343 $ 690,32 $ 721,03 $ - $ 51,698,738
Short-termsecured

loans 22,143,638 4,294 41 - 22,147,938
Medium-termloans 129,689798 102,722 295,556 - 130,088,076
Mediumtem secured

loans 80,415, B0 90,683 26,21 - 80,533,254
Long-term lcans 6,412,535 493,158 684,389 - 7,590,082
Long-term seared

loans 86,021,951 60,225 146,068 - 86,228,24
Overdue loans - - 278,416 - 278416
Exportnegotiations 32,089 - - - 32,089
Total carrying amount 375,03,104 1,441,474 2,152294 - 378,596,82
Allowance for bad

debts (856,760 (102498) (499,580 - (1,458838)
The adpistmens under

Regulation

Governing he

Procedires for

Banking Institutions

to Evaluate Assets

and Deal with

Non-performing/

Non-acaual Loans $ (3,415,413 (3,415,417)
Discouwnts on bans (52,228 (52,2B)
Total $ 374,146,344 $ 1,338976 $ 1,652,714 $ - $  (3.467,645 $ 373,670,389

Recevables
Decenber 31,2021
Stage 3
Stage 1 Stage 2 Purchased or
12 Months Lifetim e Lif etime Originated The Adjustment
ExpectedCredit Expected Credit Expected Credit  Credit-impaired under the

Losses Losses Losses Financial Asset Requlation Total
Credit card $ 2,994,684 $ 202,148 $ 99459 $ - $ 3,296,291
Accounts eceivdle -

forfaiting 5,624,574 - - - 5,624,574
Accounts receivable

factoring without

recourse 8,151,884 46 81 - 8,152,061
Acceptances 190,903 - - - 190,903
Instalment accounts

and leas recévables 5,705,389 4,762 44,493 - 5,754,644
Total carrying amount 22,667,484 206,956 144033 - 23,018,473
Allowance for bad

debts (47,554 (18,614 (30,164) - (96,332
The adjusmentsunder

Regulation

Governing the

Procelures for

Banking Institutions

to Evaluate Assets

and Deawith

Non-performing/

Non-acaual Loars $ (195,729 (195728)
Total 22,61 $ 188,342 $ 113,869 $ - $ (195,728 $ 22,726,413

Maximum expasures to creditisk of financial instruments rtoapplicable to impairnma were as

follows:

Financial assets at AWPL
Debt nstuments
Derivatives instrurents
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5) Collateral anctredit enhancements

The Bank and its subsali e petgedcollateral assoaited with credit include discounts, loans and
receivables wiuh contain real estate, movabpropery (e.g: Machinery), rights céificates ad
securiies (e.g.: Cerficates ofdeposit, stocks), nes receivable arose froborrowing of husiness
transacibns, guarantees provided by government public authority bévals, banks or guarantee
institutions auhorized by government @@: SME credt guaramee fund and léer of credt
guaranteed) and Hateral set in accordae with the laws including pledg, registration of land
rights. Financial assets held by tBark are part of corporate bda guarateed ly financial
institutionsascredit emancement

The Bank andits subsidaries observe collateal ' s v al u énstumént cfeselyy amdc i a |
conside recognizing impairment for financial assets with credit ampent. The Bank and its

subs d i afmanaab dssets with impairnm¢ and colater a Ivaelues for mitigation of pdential
losses weresafollows:

December 3,202

Amount of
Total Risk Exposure
Carrying Credit (Amortized Collateral
Amount Impairment Cost) Value
Impairedasset:
Receivables:
Credt cards $ 98,785 $ 19,59 $ 79,55 $ -
Accounts receivable
factoringwithout
recouse 50 2 48 -
Installment accounts
and lease
receivables 54958 18,862 36,096 -
Discouris ard loans 2,304,303 617,22 1,687,061 224,965
Total amount of imaired
assé $ 2,458,09 $ 655365 $ 1,802,731 $ 224,965
December 312021
Amount of
Total Risk Expoaure
Carrying Credit (Amortized Collateral
Amount Impairment Cost) Value
Impaired asset:
Receivables:
Creditcards $ 99,459 $ 18,757 $ 80702 $ -
Accounts receivabe
factoring without
recourse 81 4 77 -
Installment accoots
and kase
receivables 44,493 11,403 33,090 -
Discounts and loans 2,152,294 499580 1,652,714 226,59
Total amount ofimpaired
asset $ 2,296,327 $ 529,744 $ 1,766,583 $ 226587
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The amount of th8ank andtsu b si di ar i e gswhi¢hilaabaen wiitea doff amdstshas
recairse activities obutstanding contract amouate $530,220thousand and&782,211thousand
for the years ended December 2022 and 202

6) Concentration of cretlrisk

Concentation of credit risk arisevhen thee is only one counterpartypr when tlere is more than
one counterparty but they hawemparabé ecamomic charadristics, or when such counterparties
are engaged in similactivities, or operate in theame geogphial areas or industry sectyrso
that their cdlective ability to meet com@ctual obligationss uniformly affected by doges in
econonic or other onditions.

Credit ri sk concent r atgsatshiabilties,nor cftbalasce sbdt remsn a
through the executionroprocessig of transadions (eitherproduct orservice), or throug a
combination of exposurezross tlese Iboad categoss. It includes credits, due from and call loans
to banks, imestmers, receivables and deatives, etc. The Bank maintained a digfied loan
portfolio to mitigate thecredit rik concentration tcsame customers; total traggans of same
customers irdiscounts and loans are not material. To manage creditoigtentation, the Bank
maintahns a divesified portfolio and monitors $texposureontinudly. T h e B a mstlsigngficanin o
concentrationsf credit risk are summarides follows:

a) By industy

December 312022 December 312021
Amount % Amount %
Publicand private enterprises $241584,8% | 60.43| $ 230,312,065 60.83
Privaie 157964,018| 39.51 148,044,807 39.10
Non-profit organiations 256,724 0.06 240000 0.07
Total $ 399,805,69 | 100.00| $ 378,596,872 100.00
b) By region
December 31,2022 December 312021
Amount % Amount %
Domestic $ 316427,583| 79.15 | $ 299,569,449| 79.13
Oveaseas 83,378,66 | 20.85 79,027,423| 20.87
Total $ 399,805,639 | 100.00| $ 378,596,872 100.00
c) By cdlateral
December 312022 Decenber 31,2021
Amount % Amount %
Credit $ 207,343,904 | 51.86| $ 189,661,926 50.10
Securad
Red estate 172,558,268 43.16 161,608,496 42.69
Guarairees 7.846,720 1.96 14,636,496 3.87
Financial collateral 6,472,978 1.62 6,674,661 1.76
Other 5,584,269 1.40 6,015293 1.58
Total $ 399,805,639 100.00| $ 378,596,872 | 100.00

- 76 -




7) Management policies on feclosed collateral

Forecleseal collateralare reordedat cost using lowerat-cost ornet fair value asof the balance
sheet date If collateral were notlisposedf within thestatutoryperiod, the Bak should apgy for
an extensim of the disposal pesd and increase its provisidor possiblelosses,if competent
authority requires.

December 31

2022 2021
Foreclosed collateral $ 588,985 $ 588985
Allowance for inpairment (5889895 (588,989

$ - $ -
Foreclo®d collateral will be sold hen it is actudly availablefor sale. The foreclosed collateral is
classified as other assetshialance sheet. The differenamount letweenthe disposition pce and
the carying amountis recogized as neother norinteresincome.

8) Disclosures equired under he Regulatios Governing the Preparation of Financial Reports by
Public Banks

a) Asset quality of nofperformirg loans ad ovedue receivables

December31, 2022
Non-performing . Loan Loss .
ltems Loan (NPL) Total Loans N(T\jLog a;)o Reserves Cov(ijztf 3R)at|o
(Note 1) (LLR)
Corporate banking Secured $ 31,420 | $ 92,794,85 0.03% $ 1,166,063 3,711.2%
Unsewred 243,179 161,763,577 0.13% 1,868,485 768.36%
Mortgage (Note 30,259 72,496,927 0.04% 1,088,46 3,597.22%
Cash card 117,390 10,882,352 1.08% 222,464 189.51%
Consumer biaking |Micro credit (Note5) 346,571 34,635,88 1.0 544,692 157.17%
Others (Mte § [Secured 12,428 27,191,233 0.05% 290,20 2,333.54%
[Unsecured - 40,790 0.00% 417 -
Total 781,247 399,805,639 0.20% 5,180,607 663.12%
Overdue Accounts Delinquenc; Allowance for .
Receivables Receivale Rgtio Y Credit Losses Coverage Ratio
Credit card $ 21,505 | $ 3,452266 0.62% $ 49,954 232.29%
Accaunts rec@vables factoring without recourse
(Note 7) 5 11,472,462 0.00% 146,546 | 2,836,184.07%
December31,2021
Non-performing . Loan Loss .
ltems Loan (NPL) Total Loans N(T\‘Log aztl)o Reserves Cov(e[\;gtgeeSF)eatD
(Note 1) (LLR)
Corporate banking Secured $ 16,199 | $ 90,782,156 0.02% $ 1,144,000 7,062.16%
Unsecured 137,867 149,80,772 0.09% 1,682,850 1,220.38%
Mortgage (Not 4) 6,509 70,989,386 0.01% 1,065,074 16,364.03%
Cash card 92,915 11,378,885 0.82% 270,757 291.40%
Consumer baking |Micro credit (Note 5) 235,122 28,328,896 0.83% 421,661 17934%
Others (Nte 6)|Secured 22122 27,163,406 0.08% 289,602 1,30.08%
|Unsecured - 63,371 0.00% 651 -
Totd 510,734 378,596,872 0.13% 4,874255 954.36%
Overdue Accounts Delinquenc; Allowance for )
Receivables Receivable Rgtio Y Credit Losses Coverage Raio
Credit card $ 15272 | $ 3,206,291 0.46% $ 54,266 355.33%
Accounts receivales factoring wthout recours
(Note 7) 10 8,152061 0.00% 103891 1,001,457.39%

Note 1: Non-performing loans areeported in accordance with te RtiengG@iolverning the
Procedures for Banking Institutions D Evaluate Assts and Dda with
Non-performing/Nonraccrual Loans Overdue creditcard reeivables are regated
by Order No. 0944000378 announced by the F&Qty 6, 2005.

Note 2: NPL ratio = NRL + Tatal loans. For credit card bimessDedlinquercy raio = Overdue
credit cardreceivabés + Credit cardeceivables @arce.
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b)

Note 3:

Note 4:

Note 5:

Note 6:

Note 7:

Coverageratio = LLR + NR.. Coverage ratio of credit receivables: Allowance fo
credit losses + Overdue citdard leceivadles.

Residential mdgage efers b finandng obtainedd buy, buitl, or fix houses owned
by the borroweror th e b o r spousectrchildren, withthe house used as loan
collateral.

Micro credi is covered by a BankinguBeau proouncenent dated December 19,
2005(Order Nb. 09440010950)and is excludd from crelit cardand cash card &ns.

“Oth er s” amsumdes dans aefers to esured or unsecured loans other than
mortgage loangas cards, micro credit, aratedit cads.

As required by the Bwing Bueau inits leter dated Julyl9, 2005 QOrder No.
0945000494), awance for bd debt is recogried onceno compensatiois made by
a factor or insurance company within thmenths for accounts receivabfactorng
without recourse.

Exemptionon nonperforming loansand overdueaceivables

December 31,2022 December 312021
ltems Excluded Excluded Excluded Excluded
Overdue Overdue
NPL : NPL :
Recevables Receivables

Amourts of executed
contracts omegotiaed
delts not reported (Note| $ 3,017 $ 61 $ 4,227 $ 80

Amount of executd debt
settlement program and
rehabiltation program nb
reportel (Note 2) 68,301 5,988 61,035 6,179

Total

$ 71318 $ 6,049 $ 65,262 $ 6,259

Note 1:

Note 2:

The dbclosure of excluded NPLs amkcludel overdue recevables resultig from
delt negotidions and loan agreements iaséd on the Baking Bureauletter dated
April 25, 2006 (Order No. 095001270).

The dsclosure of excluded NPLs arekcludedoverdie receivables resulting from

consumerdebt dearances based onhie BankingBureau l¢ters dated September 15,
2008 (Order No. 09D0318940) ad dated September 20, 2016 (Order No.
10500B4790).
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c) Concentratn of credit risk

December 312022
Top 10 _ Percentage
Ranking Group (Industry Category) Total Credit of Net
Worth (%)
1 A Group- real estte development astities $ 6,567,569 10.68
2 B Group- manufactureof liquid crystal panel and 6,242,325 10.16
comporents
3 C Group- departmenstores 5,936,900 9.66
4 D Group- manudacture of electric wires and cables 5,509,080 8.96
5 E Group- real estte development activities 5,178,276 8.42
6 F Group- real estate activities for sale arahtal 4,009825 6.52
7 G Growp - financial leasing 3,992322 6.50
8 H Group- real eséte development activities 3,798,000 6.18
9 | Group -manufacture of liquid crystapanel and 3,649,517 5.94
components
10 |J Group- wired elecommunicationactivities 3,516,017 5.72
Decembe 31, 2021
Top 10 _ Percentage
Ranking Group (Industry Category) Total Credit of Net
Worth (%)
1 B Grouwp - manufactureof liquid crystalpanel and $ 6,364,242 9.63
comporents
2 C Group- departmetstores 6,244128 9.45
3 H Group- real etate devéopmernt activities 6,148,000 9.30
4 D Group - manufacture belectonic pasive @vices 5,412,1D 8.19
5 K Group - manufacture bcomputes 5,195,614 7.86
6 E Group- real estate activitis for sale ancental 5,138,384 7.78
7 F Group - real esate activities for sale and rental 4,154123 6.29
8 A Group- activitiesof other holding compaes 3,766,329 5.70
9 | Group-manufacture of liquid crystal panel and 3,644724 5.52
components
10 |J Goup- wired telecommunicatiagactivities 3,331,589 5.04

Credit lusiness

9) Judgments of aignificant increase in credit riskrgie initial recognition

The Bank assessebanges in credit quality during the expected lifetimeasfous types of redit

asset®n each repairig dateto deternine if there ha been a significanhcrea® in credit risk since
initial recognition, main indidars consilered and supporting infenation (including prospective
information) were as follows:

a) Quantitativeindex

When he contractuapayments ae oveduefor more ttan 30 days, the crediisk of the credit
assets are consia to be significantlyncreasedince the initial recogrion.
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b) Qualitative index
i. Changes in the current orgalicted operatig, financial,or economic ondtions that are
expected to case a significant chae in the ability of the borrower to @form debt
obligations
ii. Actua or expected significan changes i n borrower’s oper af

iii. The creditrisk of other crdit contractof the same @rrower hasincreaedsignificanty.

iv. After evaluaion, it can be included if the borrow& do not suffer from itficulties at the
time of negotiatin in individual credit assets.

The various types of crediissets of the Bk which arenot regarded @low credit risk canbe
assumedthat the credit risk fo such asets has not increased sigeaitly since initial
recognition

10) Definition of defalt and credit impaired financial assets
The definition of nancial assetaidefault ofthe Bank is tB same & that of the credit impared
financial assetdf one a more of the following contions are met, the Bardetermine that the
financial asseis in default and credit impaired:
a) Quantitative index

i. Whentheborrwe r ' s pfahg coatnattis overdwe formorethan 90 dgs.
ii. Changes in @ernalrating of guarantor or issuef the notes or bonds.
b) Qualitaive index

For credit assts, if there is evidence that the borrower will be unablsettle the lognor has
significant finandal diff iculties,suchas:

i. Borrower has been bankyuor mayfile a petition for bankruty or financial restrucring.

ii. Bor r ower ' s tlhasdeen rectassified o parforming loans or has beanitten
off as bal debts by th Bank.

iii. Dueto finarcial or contractual easons related to thmandgal difficulties of the borrower
the creditor gives #borrowerconcessions that would ndvave been considered or agreed
(agreements).

iv. For cass involving the ale of norpeforming loansard sulits.

v. Paymert by the Bak to fulfill off-balance sleet financial contracts (e.g., ugrantee
advances).

The aforemetionad definition of defali and credit impairment applied to the credit assets held
by the Bank is cosistent withthe definitionusedfor internalcredit risk maaxagement purposes,
andis ugdin the relevant impairment ssssment model.

The cedt assetwill be restored to theae of compliance and is not considered as the credit

assetof default and edit impairnent if it no bnger meetsthe ddinition of defwlt and credit
impaiment.
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The debt instrument investmemiay also be deemed tave a cred impairment if the ratig of
the notes or bonds of the guarantor or issuer downgsighéficantly, or example, fom an
investrmentgrade toa jurk bond rating,or if one or more ofttefollowing conditions are met:

i. The guarantor or issueennot rey the principal or interst on the maturity date of the note
or bond.

ii. Before thematurity of thenote or bondit can be olgcively deerminal that the guaantor
or issuer may rtdoe dleto repay the principal andterest on time.

iii. Before the matuity of the note or bnd, the guarantor or issuer is in bankruptcy or in
reorganzation or takenwer due to fnancial difficulties.

iv. Before the maturityof the note or bondhe guaartor or issuer closes down @ in the
process of dter finandal restructuring.

11) Write-off policy

The Bank shall write off noperforming loas and overdue retvables thateet at leasbne of the
following requiremers:

a) When the timindor satutory write-off is reached.

b) There is a need tokpedite the reduction of nonperfornming loans or for certain businesses that
need to comply witlthe requirementsf the govening authorites.

c) Written of by the govering authorities or th&narcial inspection authorities.

d) If it is difficult to dispose ofthe collateral or it maytake a long time to recover the loan, the
cr edi t o rshall be lrttérafmscbad dbt within theperiod which is gecfied in a).

e) Obtaining the defbcerifi cate or supporting documentsth the assessment theredit asets
evaluated as impodsde to obtain repayment.

12) Amendment of contract cash Ws of financial asets
The Baak may amendhe contract cash fows of loans a a result of financladifficulties of
borrowers or improwaent of problematic détr s ' very eateqy etc. The amements to contract

cash flows include the extension of theract period, iterest paymertime modifiation, contract
interest modificdion, or exemption opat of the debts.
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13) Measurementfceexpected credit losse

For the purpose of measuring exped credit losses, the Bank divides credit assets into the
following groups;for corporag banking, thg are groupal accading to scalewhile for consumer
banking, they are grouped according toopuct characteristics:

Business Group Definition
Large enterprises + Stage 1 Credit risk has noticreased
Smalland medium eerprises +Stagel | significantly
Large enteprises + Stage 2 Credt risk has increased

Corporde banking g2 and medium enteiipes + Sge 2| _ significantly

Large enterprises Stage 3
Small and medium enterprisesStage 3

Product + Stage 1

Credit impaired

Credt risk has mt increased

significantly
Consume banking Product+ Stag 2 Credit risk has increased
significantly
Product +Stage 3 Credit impaired

The Bankmeasures the allowance loss for financial instruments fldahat have a sigjficant
increase in creditisk sinceinitial recognition kased on the 1thonth epectel aedit loss model.

For financal instruments that haal significant increase in credit sk or are credit impaired since
initial recognition, lifetime expected credibsses arepplied.

To measue the expectedcredit lossesthe Bank takes intocaountthe b or r ower ' s pr
default ( “ Peka"12 mofihe and thehperiodnof extence, and includes the loss given
default (“LGDE&) at rEdAdFf 3 p birto acktiunthgimpact o the time value

of money when calculatinthe 12month and lifetime expected di¢ losses, respectivel

Probaldlity of default is the pybability of default of a borrower or counterparty over aqukof
time; theloss given dfault referso the probability of loss of theborrower or counterpty due ©
inability to recover the d# at the end of the minder pr@edures. The probability fodefault and
loss given default used in the impairment ass®nt of the Bdn’ s ¢ imedsiate bds an
internal higorical informdion (such as credibks expelience, etc.) of each groupljasted based on
the curent obsevable data and forwartboking general economic information (such as GDP and
employment rate, etc.) wich are usedo calculate e probability of default on expeted losses.

The expsue & default means that the Bankrcalaim compensation fdahe carying amount held
by borrowers or the counterparty after borrowers or the counterpastg defaulted. fie Bank has
taken into accant the amount of credts that hae been used and theneuntsthat may be used in
the futurefor the exposure at dmiit amourt. The amount of creditssiused as an assessment of
exposure at default of dmalancesheet credits; fb-balance sket or commitd credits that ae nd

yet usedare based on the cosgpnding credit conversion factor (CGFwhich considered the
credits that are expected to be us&dthin 12 months or expected lifetime, to calculate expostir
default of epected crediloss.
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14) Corsiderations offorward-looking information

The Bark incorporates forwaredooking informdion when measuring erged credt losses on
loans and remvables. Based on the business characteristics, the Baotesethe overhlndicators
that are appnariate & agustment parametersdr default probabilityof lending. Based on the type

of bushess, the Bank used fiifent oveall indicators. The Corpgate banking business takes the
economic growth rate (GDP)saan adjustmentgpameter; theconsumer bankg businesstakes
emgoyment rag variation as adjustent parameter. The Bank also makes esfnce to external
information (predicted value of renownedconomic forecasting institutions at home and abroad) or
group expert assasents to proie forecastig information on eonamic factorsquarterly, such as
usng the change of Leading Index or kEmbank offered rate asasic ecommic conditions; it
contahs the best estimate of the economic situation in the ivexyéars.

Whenthe Bank adjsts the paraetas of the credi asets risksquarterly, the overalindicatas
mentioned above, such a8, changes of employmerate, &ad basic economic conditigs, etc.
have been adjusted due to COVID.
The measuremérmnf expected cidit loss of h e B a n knstsmext®sibdedan externatredit
migration matix metodto calculate the Probabilitgf default (PD), whichs incorprated in the
informationof forwardlooking factors.

15) Changes of provisions foffebalancesheetguarantees @hloan commitrants

For the yearenced DecembeBl, 202:

Stage 1 Stage 2 Stage 3 The Adjustments
Under Regulations
Governing the
Lifetime ECL Lifetime ECL Impairment in Procedures for
Lifetime ECL Lif etime ECL (Non-purchasedor (Purchased or Accordance with Banking Total
12Months ECL (Collectively (Individually Originated Originated IFRS 9 Institutions to
Asseszd) Assesed) Credit-impaired Credit-impaired Evaluate Assets
Financial Assety | Financial Assés) and Deal with
Non-performing/
Non-accrual Loans
Balane & Jaary1 $ 102,916 $ 443 $ - $ 448 $ - $ 103,807 $ 231,078 $ 334,885
Changes due to financiaistrumets
that have been identéfd at the
beginningof the period:
Transferred toifetime ECL 2) 2
Transferred tacreditimpaired
finandal asses - - - -
Transfered to 12months ECL. 291 (159) - (132)
Derecognized finarial assets in &
currentperiod (60,189) (385) - (381) - (60,955) (60955)
Purchased or originatedwdinancial
assets 33,935 13 - 4 - 33,952 33,92
The adjustments under regulations
governing the proagures br
banking insitutions to evalate
asses and deabith
non-performing/noraccrual loans (124,076) (124,076)
Effectof exchange rate changesd
others (13,977) 116 - 102 - (13.709) (13.709)
Balance at Bcembe 31 $ 63,024 $ 30 $ - $ 41 $ - $ 63,095 $ 107002 $ 170097
There was a significant increasén the expmcted credit loss of the Bnk and its st

off-balancesheet guarantees anthh commitmentsof the year ended Deember 3, 202. The
decrease ofguaranteesn reporting perid result@ in abovementioned provisisrdecreased by
$164,788housandn comparison to the prigperiod.

- 83-



For the year engld DecembeB1, 2021:

Stage 1 Stage 2 Stage 3 The Adjustments
Under Regulations
Governing the
Lifetime ECL Lifetime ECL Impairment in Procedures for
Lifetime ECL Lifetime ECL (Non-purchased or|  (Purchased or Accordancewith Bahking Total
12 Months ECL (Collectively (Individually Originated Originated IFRS 9 Institutions to
Assessed) Assessed) Credit-impaired Credit-impair ed Evaluate Assets
Financial Assets) | Financial Assés) and Ded with
Non-performing/
Non-accrual Loans
Balane at Janary 1 $ 112463 $ 371 $ - $ 874 $ - $ 113,708 $ 197,565 $ 311,273
Changes deito financial instruments
that have been identifiea the
beginning of the period:
Transferred to fetime ECL (11) 11
Transferred tacreditimpaired
finarcial assets 1) 6) - 7
Trarsferred to 12 months ECL 379 (120) - (259)
Derecognized finasial assetsn the
currentperiod (14,620) (489) - (612) - (15,721) (15,721)
Purctased or originated new finaati
assets 18,791 29 - 292 - 19,112 19,112
The adjustmentander regulations
governing theprocedures br
banking insitutions to evaluate
asses and deabith
nonperforming/na-accrual loans 33,513 33,513
Effectof exchange rate changes and
others (14,08) 647 - 146 - (13,292 (13,292)
Balance at Bcemler 31 $ 102,916 $ 443 $ - $ 448 $ - $ 103,807 $ 231,078 $ 334885

There was no significanincreag in the expected credit loss of the Bankddts stb si di ar i
off-balancesheetguarantees and loaommitmentsfor the year ended Deembe 31, 2021.The
increase ofguaranteesn reporting period esulted in abovesntioned provisions increasdiy
$23,6 thowsand in comparison to the prior petio

c. Liquidity risk
1) Definition and source of liquidit risk

Liquidity risk of the Bank redrs to the risks of bearing financial loss because of thiaility to
liquidate asets orobtain financingo provide furdsto meet thdinancial obligationswch as arly
termination of depositsdeteriorating of thesource and condition of financing fran banks
influenced by specific market, abnormal recoverunids dugo defalt from borrowers, inability b
liquidate finandal instruments and early exertiaof rights of rescission of interesessitive product

by the assured.The dorementioned situaih may reduce cash source of loan, transactions and
investmat. In sane extrene cass, thelack of liquidity may resit in a decrease irthe overall
position d the bahnce sheet, sale of assetd &ilure to perfornfoancommitnents.

2) Management padies of liquidity risk

To control liquidity risk, the Banlcalculats the maimum cumulatve cash outflof{MCO) to
monita the daily funding gap by each majaurrency The Bank also actively deccentrates
funding saurces, due dtesof funding settlementand the counterparties to the due from other banks
and calloans b otherbanks,as wellas maintains andequatemoun of corporatecash in banks to
enhameits liquidity position.

3) Financal assets held forduidity mangemert and maturity analys of nonderivative financial
liabilities
a) Financial assts heldor liquidity managemiat
The Bank hals cash rd hichly liquid andhigh-grade assets toap off obligations and meet
any poterial emergency fundingeeds. Theasses held for liquiditymanagement include cash
and cash equivalents, due from then€@al Baok and @ll loans to lanks, financiabssets afair

value throughprofit or loss, finan@l assetst fair value through otheromprehensive income,
seauritiespurchased under resell aggments, receivables and discounts and loans, etc.
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b) Maturity analysis ofnonderivative financial liablities

The folowing tablesshow the cash outflowsn the Bax k ’ s-dernivatine financialiabilities

based oncontract maurities. However, becausthe amounts disclosed were based on

contractual cash flowspme ofthem wil not match tle amounts showim the bd&ancesheets.

Maturity analysis of nosdeiivative financial liabilities (NTD)

December 312022 0-30 Days 31-90 Days 91-180 Days [181 Daysl Year| Over 1 Year Total
Deposits from the

Central Bank ang

banks $ 23,296 | $ -1 $ -8 1572® | $ -1 % 180556
Notes andonds

issued under

repurchas

agreemets 5,499,171 1,304,476 - - - 6,803,647
Deposits and

remittances 55,183,925 94,692,786 59,536,690 111,630,317 21,@9,068 342,072761
Borrowings - - - - 25,810,000 25,810,000
Other capital

outflow on

maturity 3,091,305 404,169 349,362 4,413,018 3,705,459 11,963,313
Total $ 63,797,697| $ 96,401,406] $ 59,886,052| $ 116,200595 | $ 50,544527 | $ 386,830,277
December 3,2021 0-30 Days 31-90 Days 91-180 Days [181 Daysl Year| Over1 Year Total
Deposits fromthe

Central Bankand

banks $ 6,023,206 | $ -1 $ -8 166,850 | $ -|$ 6,190,146
Notes andonds

issued under

repuchase

agreements 4,700,647 1,100,210 - - - 5,800,857
Deposits and

remittances 41,193532 93,476,840 70,321,98 106,288,309 22,748,717 334,028996
Borrowings - - - 129,490 25,250,00 25,379,490
Othercapital

outflow on

maturity 4,078,954 379,906 354,68 3,966,071 4,121,245 12,900827
Total $ 55,996,429| $ 94,956956 | $ 70,676,289 | $ 110,590,7D | $ 52,119,962 | $ 384,30,316

Maturity analysis of nomlerivative financial liabities (USD)

(In Thousands of U.S. Dollars)

December 3, 2022 0-30 Days 31-90 Days 91-180 Days |181 Days1 Year| Over 1 Year Total
Depodts from the

Cental Bank and

barks $ 229,000 | $ 85,000 | $ 70,000 | $ - $ - $ 384,000
Notes and bonds

issued nder

repurchase

agreements 201,340 266,3% 159050 - - 626,786
Deposits and

remittances 1,767522 2,444,006 479,484 1,201,085 2% 5,892,393
Borrowings - - - - 359,16 359,176
Other capital

outflow on

matuity 56,412 38,959 14,457 141 145,061 256,300
Totd $ 2,254,74 $ 2,834,361 $ 722991 | $ 1,202,496 | $ 504,533 | $ 7,518,655
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(In Thousands of U.S. Dollars)

December 31,2021 0-30 Days 31-90 Days 91-180 Days [181 Daysl Year| Over 1 Year Total
Deposits from the

Centrd Bank ard

banls $ 110,000 | $ 380,000 | $ - $ - $ - $ 490,000
Notes and bonds

issued under

repurchase

agreements 313,395 661,840 273,650 - - 1,248,885
Deposits and

remittances 1,960,468 2,289458 279,642 767,524 548 5297,60
Borrowings - - - - 373,939 373,939
Other capital

outflow on

matuity 40,014 12,717 3,000 36 161,108 216,875
Totd $ 2423877 | $ 3,344,015 $ 556,292 | $ 767,560 | $ 535595 | $ 7,627,339

4) Maturity andysis of derivativeinstruments

Contractuamaturties were assessed to haveusmderstanding of deriti@e instuments presented
in the camsolidated balance sheet. Amounts disclosed in the tabke heesied 1 contratual cash

flows; however, somof thes amomtsdid not mach those in the balaasheets

Maturity analysis of derivi@ve instruments (NTD)

December3l, 2022 0-30 Days 31-90 Days 91-180 Days |181 Days-1 Year| Over 1 Year Total
Derivative financal
instumentsat FVTRL
Foreignexchange
derivatives
instrurrents
Cash outflev $ (156648303) | $(323,290,843|$ (178,603,72p| $ (80,7427%5) |$ (977,350 | $(740263,017
Cash irflow 150,742,337 337,094910 148358,148 57,167,134 1,372,747 694,735276
Interest ate cerivatives|
instruments
Cashoutflow (377,329 (633,23) (36,363 (18,820 (22,181,753) (23,247,498
Cash inflow 458,736 575,72 36,462 - 1,857 1,072,77
Hedging derivdives
instrument
Interest rate derivaives
instruments
Cashoutflow - (47,119 - - - (47111
Cash inflow - 80,367 3,885 39696 - 123948
Cash outflow subtotal (157,025,62) (323,971,18) | (178,640,08% (80,761615) (23,159,03) | (763,557626)
Cash inflow sbtotal 151,201,073 337,750,999 148,398495 57,206,830 1,374,604 695,932,001
Net cash flov $ (5,824,559| $ 13,779,812| $ (30,241,59)| $ (23,55,7%)| $ (21,784,499| $ (67625,625
December 31,2021 0-30 Days 31-90 Days 91-180 Days (181 Daysl Year| Over 1 Yea Total
Derivative firarcial
instrumentsat FVTRL
Foreign exchange
derivatives
instrunents
Cash outflow $(177,221,843| $(208,587,82p| $(156,161,476 | $(136,346,089| $ (13,008,417| $(691,325,6%6)
Cash inflow 153,887697 185,607,754 153,162,118 142131,466 11,195610 645,984,645
Interest rate drivatives|
instruments
Cash outflow (163,297 (202,139 (10,969 (1,558 (11,625,928 (12,003,89)
Cad inflow 120,182 211,81 10,247 - - 342,210
Hedging derivadives
instrument
Interest ate derivaves
instruments
Cash outflow - (29,179 - - - (19,179
Cashinflow - 81,296 3,885 39,696 - 124,877
Cash outflow shtotal (177,385,14p| (208809,129)| (156,172,443 (136,347,64Y (24,634,34%| (703,348,70%
Cashinflow subtotal 154,007,879 185,900,831 153,176250 142,171,162 11,195,610 646,458,732
Net cash flow $ (23,377,26)| $ (22,908,298| $ (2,996,19)| $ 582355 | $ (13438,735| $ (56,896,93)
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Maturity analysis of derivate instrumentslWSD)

(In Thousands d U.S. Dollars)
December31,2022 0-30 Days 31-90 Days 91-180Days [181Days1 Year| Over1 Year Total
Derivaive financid
instruments & FVTPL
Foreign exchange
derivatives
instruments
Cash outflow $ (6,116,806 | $ (11746180 | $ (5,214,927 | $ (2,332689) | $ (84,000 | $ (25,494,602
Cash nflow 6,429,615 11,754,987 6,285,54 3,184371 70,000 27,724,520
Interest rag derivdives
instruments
Cash outflow (48,749 (37,710) (13,5D) (18,902 (388,711 (507,662
Cash inflow 12,98 7,475 852 2,592 510 24,387
Others
Cash outflow (209 - - - - (209
Cashinflow 230 - - - - 230
Hedging derivaties
instrument
Interestrate deivatives
instrumens
Cashoutflow (483 (2,149 (5,482 (8,737 - (16,851)
Cash inflow - - - - - -
Cash outbw subtotal (6,166,247 (11,786039) (5,233,999 (2,360,328 (472,711) (26,019,329
Cash infow subtoal 6,442,803 11,762,462 6,286,399 3,186,963 70,510 27,749,137
Net cash flow $ 276556 | $ (23577) | $ 1,062,400 | $ 826,635 | $ (402,203 | $ 1,729,813
(In Thousands of U.SDollars)
Decembe 31,2021 0-30 Days 31-90 Days 91-180Days (181 Daysl Year| Over 1 Year Total
Derivative inancal
instruments at FVTIP
Foreign exchage
derivatves
instruments
Cash outflow $ (6,530,253 | $ (7,43580) | $ (596,675 | $ (5,882,118 | $ (446,323 | $(26,271,B0)
Cashinflow 7,838,238 8,352,981 6,122189 5641,80 516,822 28,472100
Interest rate dératives
instruments
Cash outow (43,395 (6,319 (8,282 (7,272 (140,925) (206,1%8B)
Cash inflow 4,141 9,751 6,028 1,401 856 22,177
Others
Cash aitflow (150 - - - - (150
Cad inflow 220 - - - - 220
Hedging derivatives
instrument
Interestratederivatives
instruments
Cashoutflow (539 (1,566 (2,589 - - (4,689
Cash infow 104 167 - - - 271
Cash outfbw subtota (6,574,333 (7,443,699 (5,987,54) (5,889,390 (587,247 (26,482,207
Cash inflow subtotal 7,842,703 8,362,89 6,128,217 5,643,271 517,678 28,494,768
Net cash flow $ 12683® | $ 919,204 | $ 140676 | $ (246,119) | $ (69,569 | $ 2,012,561

5) Maturity analysis of ofbalance sheet itesn

The tablebelow shows tle B a maturitg andysis of the of-balance sheettéms based on the
remaning time bdween the reporting da and the contractugleriod. Fa the financial guarantee
contracts issued, the maximum guaranteed amount includbd guaranteenay be requied to be
fulfilled in the earilest geriod.

December31, 2022 0-30 Days 31-90 Days 91-180 Days |181 Daysl Year| Over 1 Year Total

Irrevocable ban
commitments,
guarantee and letters

of credit issued yet
unused

$ 7,350,303

$ 4,340,352

$ 4,872,807

$ 10,027,266

$ 15,917,018

$ 42,507,746
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December31,2021 0-30 Days 31-90 Days 91-180 Days (181 Daysl Yea| Over1 Year Total
Irrevocableloan
commitments,
guarantes and letters
of credit issued yet
unused $ 14,923,239| $ 8,916,761 | $ 4,161,137 | $ 9,601983 | $ 19,648,107 | $ 57,551,227

6) Summay of required disasures umler the Regulations Govergjrthe Preparation of Réncial
Reports by Public Banks:

a) Maturity analysis of assets and liabilities of the BankDNT

Decezr(';zbz“'rsl' 0-10 Days 11-30 Days 31-90 Days 91-180 Days 181Days1 Yea Over 1 Year Total
Main caital inflow

on maturity $ 142,501,992 $  131,664686 $ 402,034,784 $  186744,048 $  125729,644 $ 214,791,860 $ 1,203,467,014
Main captal

outflow on

maturity 119,923,050 125,%2,5& 466,989,335 279,574,412 264,000,43 254615,354 1,510465,211
Gap 22,578,942 6,30209 (64,954 551) (92,830364) (138,270,829 (39,823,493 (306,98,197)

Decenber 31,

2021 0-10 Days 11-30 Days 31-90 Days 91-180 Days 181Days1 Year Over 1 Year Total

Main captal inflow

on maturity $ 99,153997 $ 180,144,514 $ 239,929388 $ 189,305,600 $ 198,165,979 $ 237,837,252 $ 1,144,536,730
Main capital

outflow on

maturity 82,934,580 167,709,968 336,889688 259,769,842 306,466,314 247,32917 1,401,143,389
Gap 16,219,237 12,434,546 (96,960,3@) (70,464,142 (108,300,335 (9,535,669 (256,606,659

b) Maturity analysis of asetsand liahlities of the Bank(USD)

(In Thousands ¢ U.S. Dollars)

December 312022 0-30Days 31-90 Days 91-180 Days 181 Days-1 Year Over 1Year Total
Main capital inflow @

maturity $ 7,639,447 $ 12,387,281 $ 6,562,140 $ 3,462,485 $ 3,510,87 $ 33,561,790
Main capitl outflow on

maturity 8,775,235 15,329,826 6,819,115 5,134,430 4,053,357 40,111,963
Gap (1,135,788 (2,942,545 (256,975) (1,671,945 (542,920 (6,550,173

(In Thousandsof U.S. Ddlars)

Decemter 31,2021 0-30 Days 31-90 Days 91-180 Days 181 Days-1 Year Over 1Year Total
Main capital inflow on

matuity $ 9,188,780 $ 8,888255 $ 6,461,167 $ 6,000,356 $ 3,767,930 $ 34,306,488
Main capital outflow o

maturity 9,474,D4 11,739,495 7,422,932 8,000,632 3,848,540 40,485,703
Gap (285,324) (2,851,240 (961,765 (2,000,276 (80,610 (6,1M,215)

d. Market risk
1) Definition and source of market risk

Market risk is defied as an nfavorable chage in nacroeconomi@nd finandéal maket variables
(such as interegtates, exhange rates, stock prices amshmenodity prices), which ay causea
potential loss on finaaial assets held for trading.

2) Risk management policies

In order tohave a commotangua@ of market isk manageent, definition, comnunication and
meauement, and comply with the requirementof the governing authibies, te Bank has
devel opldat “Magsk Management St andar dhe Gapitale d
Adequacy Rati of Barks (the CAR Rgulationg relaed market riskcalculation tabls announed

by the FSC, international stad ar d s, and ri€kDrianbkhensen poley frieneetvork.

The “ MarMaeageméni Stakddrisa ppl i ¢ a bil rg t Bosifiddsrdefineéd by he

Regulatios Governirg the Capiial AdequacyRatio of the Bak relatedmarket risk calculation
tablesand t he B an lerestagvoaahtk finamaial iasgyment handling.
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Foll owi ng t h e Marfag¢mentk standdr®R i stk hkesetsBup nthe Ma r Riskt
Managemat Procedue toTrading Activitie s ” t o  nket nisk. Jhés pnocedure includes risk
identification and assessnterisk measuement risk monitoing and responseisk reporting and
contingency managementogesses.

3) Proceduresor maket risk measring, moritoring, ard reporting

T h e B a n &tfisk limitsanclide position sensitities, stoploss limits an valueat-risk (VaR).
Riskfactos s anal yzed through t he B a flikientdo deternsire dime a s
marketrisks of traling positons o thebalance shket, including iterest rae risk, foreign exchange

risk, equity securities risk,ral price of commodity risks, as wieas volatility risks which arise out

of the option transaans.

TheBan k ' s sl refores includeprofit or loss a trading positons, limit usagestress ésting,
and trading portfolio sk assessment, as wellsignificant exceptions if any.

The risk management department of the Bank independently merfdaily narket risk limit
contols, and reglarly repats to both the Risk Management Commée and COF H’ s
Management CommitteeBesides, the above repsrare pesentedto the Board quaetly for
reference.

Ri s

4) Mitigation of risks or hedging of miet risk

The B a n kketsrisk poaitions orhedging [psitions are marked tomarket on adaily basis
through techniques such as mosaluation. All market pametersare upditedat leastdaily in
accordance with changes in market conditions to conduat \@ssesaent of produts. Market
Risk Limits are revewed ad catrolled baed on the valuen resut s o f trader s’
value, position sensitivitand profit andloss figure on a diy basis.

5) Valuation techniques of market risk
The Bankuses the ¥R model and stress teting to evalate the ptential ard extreme isk on
trading petfolios. Through variations of thassunptions on market condities, the® technques are

used to asess the market risk of positions held and the maximum expless.

VaR is calculéed usimg a oneday ime horiza with a 9%% confidene level.

For the Year Ended December 312022 For the Year Ended December 312021

Average Highest Lowest Average Highest Lowest
Interest rate risk $ 46303 | $ 99,773 | $ 8,226 | $ 60,783 | $ 141,061 | $ 13,163
Equity securites risk 7,427 31,542 - 9,335 19006 -
Foreign exchange risk 18,708 36,355 5,344 3,339 15,981 1,547

6) Interest rate risk in the banking book

The scope of intest raterisk in bankng bookincludes interst rate ensitvity of assetsand
liabilities, but do notinclude risk management of tiad book. Interest ratésk in banking book
measures thedaerse effects on net interest income of assets, liabiliidso#-bdance sheet aa
resut of adverse fictuatiors in interest. Risk asessment nointy builds the sensitivity gap between

asset and liabilities, but ab quanifies tirough the dimensioof retained earnings and economic

value perspectives.
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7) Interestrate risk mangement 6the banking bok

The interest rate risk maagement stratgy involvingt he Bank' s b anrkmizethe bo o
negative impet of changes n interest rates onet interest income and the net economic value of
equity. Theassetliablity managenent conmittee (ALMCO) approvesthe amual banking bok
interest rag risk limits and moni t or stratehisk expasurds éysdayi Thetirenest
rate risk maagement processes include risk identification, risk measutemsk corrol, risk
monitoring and othersThe unitmonitaring the bankig book interestate risksreports interest rate
risk exposires regularly to ALMCOand adjists thestructure of assgtand liabilities according to
the reports, lowering the amdumf expaur. For risk monitoling, the assetand liablity
managment syst@ outputs and ralysis repats, which is provided to the terest rate risk
executim units and semor management. Ifisk missing or excess of limit occur from monitor,
written ndices wil be passed tthe inerest rate rislassessnmg unis o adjust ad improve the
program repoted to ALMCO.

8) The effect ofinterest rate benchmarkform

The Bark is exposed to USIRIBOR which is subject to interest rate benchmark reform. The
exposure aise on dewatives and norderivaive financial assés and liallities. SOFR Geared
Ovemight Financing Rate) is expedtéo replace USD LIBOR. fiere arekey differences between

USD LI BOR and SOFR. USD LI BOR esmarkethpratation oed | 0
future interest ras, and ncludes a credit sprad over the risfree rate. SOFR is currently a
“backlwakdng” r a tterest etbsafiene attuab transacis, and excludes a credit
spread. To transition existing costts andageements tat refeence USD LIBORto SOFR,
adjusmens for thesdlifferences nght need tobe applied to SOFR to enable ttveo benchmark

rates to b econonically equivalent.

The Bank has established a LIBOR conversion task force, is respen$in promaing
crossdepartmatal conversionwork, dmafting corversion plas and time sadde planning,
conducting impact assessnmeniThis task force alsoofuses @ prodwct conversion busass
strategy adjustments, customer communication, systematopepraes changesgvaluaton, risk
models financil reprts and tax inplications. Thé tak force reports to the Risk Management
Committee and the Board ®@irectors onthe implementatiorsituation quarterly, completes the
identification of the infomation swgten and intenal proesses that afté the rgk, aml teke
inventoly and analysi®f the affed¢ed areas of risk. Before thessation of LIBOR, the t&sforce
will be based on the reaations of the standard setter, market participants and th@etent
auhority, and ontinueto adjust relad systerm, mehodsand procedres to meet #h requiremerts

of the new benchmark intereste.

Risks arising fra the tansition relate principaif to the potential impact of interest rate basis risk.
If the bilateralnegotiationswith the Bank's counteparties & notsucessfully oncluded befor¢he
cessatin of LIBOR, there are significé uncertainties with regd to the interest rate that wodl
apply. This gives rise to additional interest rate risk \We notanicipated wken thecontracs were
entered ino.

The following teble contains dails of all of the financial insuments hkl by the Bank at
Decembe 31, 222 which are subject to threform and have not transitioned to an alternative
benchmarknterestrate:

Non-derivative Financial Instrument Financial Assets
USD LIBOR $ 2858B,911
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Derivative Financial Instrument

USDLIBOR

9) Concentration oforeign currerey risk information

Notional
Principal

$ 38,835,318

The finarcial asgts and liabilities denomated inforeign currencies rrd with material ifiuence a
the Bank and its subsidiarieere as follows:

Financid assets

Monefary items
usD
HKD
CNY
ZAR
EUR
JPY
AUD
GBP
SGD
Investmens accountedor using the
equty method
CNY

Financial Iabilities

Monetary items
usD
CNY
EUR
ZAR
AUD
JPY
GBP
HKD
SGD
NZD

(In Thousands of Foreign Currencies/New Tawan Dollars)

December 312022

$
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Foreign
Currency

5,812,766
4,399,814
1,824,189
4,427,356
237,28
19,000,810
197,495
45,424
34,637

1,011784

8,043,773
2,616,391
163,842
1,964,674
158,207
9,734,674
54,950
205,655
10,361
8,246

Exchange

Rate

30.71
3.94
4.41
181

32.71
0.23

20.82

37.04

22.86

441

30.71
4.4
3271
1.81
20.82
0.23
37.04
3.94
22.86
19.43

New Taiwan

Dollar

$ 178,498,426

17,335,468
8,040659
8,022,369
7,761,191
4,415,788
4,111,850
1,682,486

791,796

4,459,742

247,008,179
11,532527
5,359,259
3,559,989
3,293,863
2,262338
2,03%,346
809,869
236,865
160,221



(In Thousands of Foregn Currencies/New Taiwan Dollas)

December 312021
Foreign Exchange New Taiwan
Currency Rate Dollar
Financial assets
Monetary iems
uUsD $ 5,805963 27.69 $ 160,767,23
EUR 401,065 31.32 12,561,369
HKD 3,449,824 3.55 12,250326
ZAR 4,765,914 1.73 8,264148
CNY 1,367,024 4.5 5,941,498
JPY 12,931,061 0.24 3,109,20
AUD 59,310 2009 1,191,530
GBP 26,705 37.30 996,107
SGD 19,146 20.46 391,732
Investments accountddr using the
eguty method
CNY 946,28 4.35 4,113,459
Financialliabilities
Monetay items
uUsD 7,900,722 27.69 218,771,002
CNY 3,514,926 4.35 15,276,923
EUR 187,337 31.32 5,867,383
ZAR 2,009704 173 3,484,827
HKD 427,923 3.55 1,519,555
JPY 6,093,136 0.24 1,465,399
AUD 69,08 20.09 1,387,769
GBP 5,805 37.30 216,523
SGD 7,475 20.46 152,937
NZD 6,565 18.89 124,010
CAD 4,815 21.63 104,140

10) Disclosures required by the Regulation®¥@rningthe Preparation of Financial Repoby Riblic
Banks

a) Analysisof interest ratesensitiveassets and liabilitieg@\NTD)

December 312022

Item 1to 90 Days | 91 to180 Days 18]% 5:;’1,3 to Over 1 Year Total
Interest ratesensitive assets $ 365,3B,695 | $ 24613450 | $ 29,%67,660 | $ 58889544 | $ 478,764,349
Interest ratesensitivdiabilities 190,244,449 148,686,716 26,256,552 27,361,742 392,584,459
Interest rate sensiity gap 175,059,246 (124,073,265 3,701,108 31,527,802 86,214,890
Net wath 61,085,5@B
Ratio of intekest rate sensitive assets liabilities (%) 121.96
Ratio of interst ratesensitive gp to né worth ©6) 14114
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December3l, 2021

Iltem 1to 90 Days | 91 to 180 Days 18]% 3?; o Over 1 Year Total
Interes ratesensitive assets $ 334,%6,321 | $ 25,772,086 $ 23,998,631 $ 77,356,276| $ 462,083,314
Interest ratesensitive liabities 140,198,658 175,192,65 32,%6,476 28,357,024 376,714,763
Interest rae sensitiviy gap 194,757,663 (149420,529 (8,967,84% 48,999,262 85,368551
Net worth 63,135,372
Ratio of interst ratesensitive assets tmbilities (%) 122.66
Ratio d intereg ratesensitive gp to né¢ worth ©6) 135.22

Note 1: The above amounts inadad onlyNew Taiwan ddhr amouns held by the Bank
excludel contingent assets and contingent liabgitie

Note2: Interest ratesensitive a&sets and liabilities ref to interestearning assets and
interestbearng liabilities with revenues or costs afted byinterest rate ltanges.

Note 3: Interest rate sertsiity gap = Interest ratgensitive assets Interes ratesensiive
liabilities.

Note 4: Ratio of interet ratesengtive assets to liabilities = Inteseratesensitive assets +
Interest ratesensitiveliabilities (interest ree-sensitive assets andénest ratesensitive
liabilities in New Taivan dollas).

b) Analysis ofinterestratesensitive assets diiabilities (USD)

December 312022
(In Thousands of U.S. Dollars)
Item 1 to 90 Days |91 to 18 Days 18% ng o Over 1 Year Total
Interest ratesensitive assets | $ 2,914,753 | $ 182,642 | $ 99,304 | $ 2,169252 | $ 5,365,951
Interest ratesensitiveiabilities 6,181,834 658,57 488,253 359472 7,688,106
Interestrate sastivity gap (3,267,31) (475,905 (388949) 1,809780 (2,322,15%
Net worh 12,351
Ratio of interestrate sensitive assets to lidities (%) 69.80
Ratio of interest rateengive gapto net worth (%) (18,801.3%

Decenber 31, 2021

(In Thousandsof U.S. Dollars)

Item 1to 90 Days |91 to 180 Dayq 18% Ssgrs to Over 1 Year Total
Interest ratesensitive assets | $ 3,173,149 | $ 138512 | $ 124,488 | $ 2,061,427 | $ 5497,606
Interest ratesensitive iabilities| 6,519,030 502,696 151,910 374,487 7,548123
Interest rate sensitivity gap (3,34588]) (364,153 (27422 1,686,990 (2,050,517
Net woth 106,260
Ratio of interest ratesensitive assets to lialities (%) 7283
Ratio of interest atesensitve gap to net worth (%) (1,929.72

Note 1: The above amounts ilugled onlyU.S. dollar anourts held by he Bank excluded
contingert as®ts ail contingent liabilities.

Note 2 Interes ratesensitive assets and liibes refer to interesearning assets and
interestbearirg liabilities with revenues or costs affectedinteres rate change

Note 3: Interest rate sensitivitygap = Interestratesensitive assets Interestrate sengive
liabilities.
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Note 4: Ratio of interest ratesensiive asset to liabilities = Interet ratesensitive assets +
Interest ratesensiive liabilities (Interst ratesensitie assts and Interest
ratesengive liabilities in U.S. dollars).
e. Transfes of financial assets

Transferrd finandal assets nofualifying for full derecognition

Among daily operations of the Bank, most ot ttransadbns of tranferred financial asses not
qualifying for full dereognition are debt securities undepurcha e agr eement s .ttoAs
receive cash flowsf the financial assets transferreéd the counterparties, and reflecting thdigation

to repurchasg¢he transferredfinandal assets for fixed prce ata future date, the transferreddncial
assets cannot be used, sold odgled inthe duration othe transction. The Bank does nalerecognize

it entirely because the Bank reims exposd to interestrate risk and cedit risk on these pliged
instrumerts.

Related information of finamal asse$ and liabilities not qualifyindor full derecognitionare listed

below:

December 312022
Carrying Carrying Fair Val ue of | Fair Value of
Amount of Amount of Transferred Related Fair Value of
Category Transferred Related : ; . f -
. . . . Financial Financial Net Positin
Financial Financial Assets Liabilities
Assets Liabilities
Notes ad bonds isued under
repuchase agreements
Debt investments meaed at
anortized cost $ 93428 | $ 797576| $ 842586| $ 797576| $ 45,010
Financial assets at F\PL 1,104464 1,079,721 1,104,464 1,079,724 24,743
Financial asets at FMOCI 27,374699 26,483687 27,374,699 26,483,687 891,012
December 312021
Carrying Carrying Fair Value of | Fair Value of
Amount of Amount of .
Transferred Related Fair Value of
Category Transferred Related . . . - o
. . ) . Financial Financial Net Position
Financial Financial e
o Assets Liabilities
Assets Liabilities
Notes and bonds issued under
repurchase agreements
Debt nvestmerd meaared at
anortized cost $ 276830 | $ 263055 | $ 276,900 $ 263,055| $ 13,845
Financial assis at FVTCCI 44,159,962 42518114 44,159,962 42,518,114 1,641,848

Offsetting financialassets ad finangal liabilities

The Bank and is sulsidiaries have enforceableader ndting arrangements or similar agreents
signed with counterpartyubdo not meet the offsetig criteria, and the financial assets and financial
liabilities can be fdset wren both &les of the traretion have ded@dedto, but gross settlementshiave
not. One can choose net settleménhé other side of the transaatiis in the breach of caract.
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Related information of offsetting of financial assahd finanial liahlities are as follows:

Deember 31, 2022

Financial Assets Under Offseihg, Enforceable Master Netting Arrangemeris or Similar Agreements

Gross Amounts| Net Amount of Related Amount Not Offset in
G of Recognized ) the Balance Sheet (d)
ross Amounts| . . Recognized
. . . Financial . -
Financial of Recognized Liabiliti es Financial Assés Financial Net Amount
Assets Financial Assets : Presented in the CashCollateral | (e)=(c}(d)
@) Offsetin the Balance Sheet Instruments Received
Balance $eet _ b (Note 1)
0) (©)=(ax(b)
Securites
purchased uref
resell
agreenents $ 15467689 | $ - | $ 15467689 | $ 15467689 | $ - -
Derivative
financial
instruments
(Note 2) 26237,839 - 26,237839 10,321,717 1,904,463 14,011,659
Total $ 417658 | $ -1 $ 41,705528| $ 25789406 | $ 1,904463| $ 14011659
December 312022
Financial Liabilities Under Offsetting, Enforceable Master NettingArrangements or Similar Ageements
Net Amount of | Related Amount Not Offset in
Gross Amounts .
Gross Amownts| of Recagnized Réﬁg%g:;?d the Balance Shee(d)

Financial of Recognized |Finandal Assets Liabi lities Financial Net Amount
Liabilities Financial Offset in the . Cash Collateral| (e)=(9-(d)
Liabilities (a) | Balance Stee Presented in thq - Instruments Pledged

() Balance Sheet (Note 1)
(©)=(ax(b)

Notes and bonds

issuedunder

repurchase

agreements $ 28,360,98 | $ - | $ 28,360,984| $ 28,228141 | $ 132,843 | $ -
Derivative

financial

instruments

(Note 2) 25,124,990 - 25,124,990 10,321,717 5,048,395 9,754,878
Total $ 53485,974| $ - | $ 53485974 $ 38549858 | $ 5,181238 | $ 9,754,878

December 31, 2021

Financial Assets Under Offsetting, Eaforceable Master Netting Arrangements or Similar Agreements

Gross Amounts| Net Amount of Related Amount Not Offset in
of Recognizel ) the Balance Sheet (d)
Gross Amounts . . Recoqized
. . ) Financial . .
Financial of Recognized Li abiliti es Financial Assetd Financial Net Amount
Assets Financial Assds . Presented in the CashCollateral (e)<c)-(d)
@) Offsetin the Balance Sheet Instruments Received
Balance Sheet —(a}(b (Note 1)
) (©)=(a}(b)
Securiies
purchasd unde
resell
agreements $ 3,609,158 | $ -|$ 3,609,158 $ 3,562,085 $ 47,073 $ -
Derivative
financial
instruments
(Note2) 10,239,891 - 10,239,849 2,900,954 2,831,422 4,507,515
Total $ 13,840,049| $ -|$ 1388,049| $ 64630D | $ 2878495/ $ 4,507,895
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December 312021
Financial Liabilities Under Offsetting, Enforceable Master Netting Arrangements or Similar Agreements
Gross Amounts Net Amoqnt of | Related Amount NotOffset in
. Recognized the Balance Sheet (d)
Gross Amounts| of Recognizd Fi .
. . : X : inancial
Financial of Recognized |Financial Assets Liabilities Financial Net Amount
Liabilitie s Financial Offsetin the ; CashCollateral| (e)=c)-(d)
Liabilities (a) | Balance Sheet Presented in th I nstruments Pledged
(b) Balance Steet (Note 1)
(©)=(ar(b)

Notesand bonds

issued under

repurchase

agreements $ 42,781,169| $ - | $ 42,781,169| $ 42,719,476| $ 61,693| $ -
Derivative

financial

instruments

(Note 2) 10,026,329 - 10,026,329 2,900,954 2,157605 4,967,770
Total $ 5280748 | $ -1 $ 52807,498| $ 45,620430| $ 2,219,298| $ 4,967,770

Note 1: Financial instuments includ netting settlenent arrangements dnnoncas finandal
collaterals.

Note 2: Derivative financial instrumets include hedgin derivative financial instrumest

46. CAPITAL MANAGEMEN T
a. Objectiveof capital management

The calculation méibds of seHowned @pital stould be conducted aording to the regulations of
authorities. The &8c mangement objecti® includes suffi@nt cepital to meet the requiremis of the
regulation andachieve the minimum capital adequacy ratio so as to daaltrasks within the risk

appetite.

In order b undeatake all kinds of risk, the Bank condugctisk marmgement basednahe risk portfab
andthe assessment of risk cheteristics to design theest capital allocation.

b. Capital management procedsire
The Bank admetthe autho i t i e s’ foecgpital ackquaty natio and reported to thethority

quarterly. Elgible capital isalculda ed accor di mtigns Gaverring the Cajfit Adpquacy
and Capital Category of Banks"”
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c. Capital @equacy ratio

Year| Deember 31, | Decenber 31,
Items 2022 2021
Common equity Tiel capitl $ 59,742,889| $ 62,734,879
Eligible capital A_dditionaI_Tier 1 capital 2,746,213 1,744,105
Tier 2 capital 10,983505 9,309,297
Eligible capital 73,472,607 73,788,281
Stardardized approach 478,564,101 445112 877
Credit risk Internal ratingbasedappro&h - -
Securitizaiton 195360 199,749
Basic indicator approach 23,078,097 20,309,375
Standardeed apprach/
Risk-weighted , . alternatve standadized - -
Operational rish
assets approat
Advanced neasuremen
approach i i
Market rig Stardardized approach 15,919650 27567,838
Internd model approach - -
Total riskweighted assets 517,757,277 493,189,839
Captal adequacyatio 14.1%% 1496%
Ratio of common equitto risk-weighted assets 11.5%% 12.72%
Ratio of Tier 1 capital toisk-weighted assets 1207% 13.07%
Leverage ratio 7.41% 8.01%

Note: 1)

Eligible capial = Commonequity @pital+ Additonal Tier1 captal + Tier 2 capital.

2) Totalrisk-weighted asset = Risweighted asset®r credit risk + (Capital requéments for
operational 8k + Capital requirements for matkrisk) x 12.5.

3) Capitaladequacyatio = Eligible cajital + Total isk-weighedassets.

4) Ratio of common equitgapital to risk-weighted assets = Commonuéty capital + Total
risk-weighted assets.

5) Ratio of Ter 1 capital to riskveighted asde = (Common equity capital Additiond
Tier1 capital) + Total riskweighted assts

6) Levemge ratio = Tier 1 capita Exposire measurement.
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47. TRUST BUSINESS OPERATIONS UNDER THE TRUST ENTERPRISES ACT

The balage sheets and income statementheftrust accounts and trygbpertyaccaints wee as folows:

BalanceSheets & Trust Accounts

(In Thousands of NewTaiwan Dollars)

Decembe 31 December31
Trust Assets 2022 2021 Trust Liabili ties 2022 2021
Bank deposits $ 2,582,693 $ 2,559,061 Paydles $ 86,309 $ 86,492
Shortterm irvestments Accourt payable on securities
Funds 28,650,887 28,331,461 2,269,849 5,468,229
Bonds 6,367,%2 3,653,614 Other liabilities 73,015 87,671
Stocks 174413 118,%0 Trust capital 49,239,268 40,635,34
Structured Notes 47,904 - Accumulatedearningglosse} 7,760 (16,078
Receivables 25,785 38,813
Securities under custody 2,269849 5,468,229
Real estate
Land 10522,329 5,067,819
Buildings 12,094 -
Intangble assés - surface
rights 984,534 984,534
Others 38,161 39,207
Total $ 51,676,D1 $ 46,261,688 Total $ 51,676,20 $ 46,261688

Income Statements d Tru st Accourts

(In Thousandsof New Taiwan Dollars)

For the Year Ended December 31

2022 2021

Trust incane and gains

Dividend income $ 11,05 $ 12,656

Interest income 1,466,221 1,372,409

Rentalincome 26,809 26814

Other inome 6,126 5,584

Total trustincome ad gains 1,510,201 1,417,463
Trust expeses

Property tansadbn losses (3,324,54% (633,615

Administrative expnses (1,079 (658

Other exp@ses (263263 (1,802448

Total trustexpenss (3,588,87) (243%,72)
Netloss $ (2,078,688 $ (1,019258

The almve income from trust operationgere excluded from the Bariks i nc o me .
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48.

Trust Property Accounts

(In Thousands of New Taiwan Ddlars)

Decenber 31

I nvestmentPortfolio 2022 2021
Bank ceposit $ 2582693 $ 2,559061
Shortterm investmets

Funds 28,650887 28,331,461

Bonds 6,367352 3,653,614

Stocks 174,43 118,950

Structured\otes 47,904 -
Secuities undercustody 2,269,849 5,468,29
Real esite

Land 10522,529 5,067,819

Buildings 12,094 -
Intangible assetssurface rights 984534 984,534
Other asseat 63,946 78020
Totd $ 51,666,201 $ 46,261,688
ALLOCATION OF REVENU E, COST AND EXPENSE RESULTING FROM INT ERCOMPANY

COOPERATION AND RESOURCE SHARING

a. Business or trading behaviors
Please rier to Note 4 for relatedparty transactios.

b. Integration of busness activiies
The Bank has become full-functioning finarmial platform for customers by conduiety crossselling
activities with the subsidiaries of the parent company through thiérnag securities and life insuraac
channes.

c. Crossutilization d information or locaionsand busiess utilities
In complimace wth Article 43 o f t he “HBlidnianngc i @6 mp a imaneiad Holiag "
Subsidiaries Cross e | | i ng Act Bdlifsicd sp | A mtag "yoth& rehtad ceguldidns ”
from the FSC, the Bak has avocatedcrosssdling activities among th sulsidiaies of the parent
company In addition, the Bank, wich joined the cross selling business, discloses protectiasures
of customer information onhé official welsite to limit the us of the dad and ®aire cistomer
information and related rids when hadling ciossselling activiies.

d. Allocation of revenues, costs, expenses, profits and losses
Revenue, costgxpenses, profits and losses agsirom irtegratd bisiness activiksamong theBank

and the absidiares of the parent compamye dlocated to ealb counterparty basd on the crosselling
contract or other reasonable allocation methods.
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49, PROFITABILITY

ltems December 31,| December31,
2022 2021
Return on tothassets Beforg income tax 0.89 0.66
After income tax 0.81 0.55
Retun on networth Befor_e incone tax 10.41 7.41
After income tax 9.42 6.22
Profit margin 45.37 36.01

Note 1: Return on total assets = Income bef@aéier)incometax + Average totahssets.
Note2: Reurn onnet worth= Income before (afteiflicome tax+- Averag net worth.
Note3: Profit margin = Incomafter income tax + Total net revenues.

Note 4: Income befoe (after) income tax means inconee@amulate in the curent year.

Note5: Retumn on totl asse$ and rairnon net worth are expsse on amannualbasis.

50. ADDIT IONAL DISCLOSURES
a. Information about significant transactions:
1) Financing provied: The Bank: Not applicable. Fartsidiare s 'formdion: Table 1 &ttached)
2) Endosementsgjuarantes piovided: The Bank: Nagapgdicable Forsbb s i di ar igtiers None. nf o |

3) Marketalbe securities held: The Bank: Not applicable. For subsididrie i nf or mat i on
(attached).

4) Derivative transactions: TheBark: Not applicable For sibsidiaries 'nformation: None.

5) Marketabk secuties acquired oridposed of at costs or pas of at least NT$300 million or 10%
of the issued capitafdr subsidiaries acquired and disgd of meketalle securities, at cat or price
of at least NT$30 million or 10% of the issued péal): None.

6) Acquisition of indvidual real estate at cosf at least NT$300 million or 10% of the issued calpit
None.

7) Disposl of individual red estateat price of at least NT$300 million dit0% of the issued capital
None.

8) Discount on satfice fees received from relatedrpes amountigto NT$5 nillion: None.

9) Reivablesfrom relted parties amountingp NT$300 milion or 10% of the isued cagal: None.
10) Sale of norperformingloans: Nne.
11)Financial asset securitization: Nan

12)Other significant transéions which mg affect the decisions of the corwidated financid
staements users: Ne.
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b. Relatednformation and prportionae shae in investees: Tabl&(attachel).
c. Information on investments in Mainland Chiflable4 (attached).

d. Businessrelationshipsard significant transactions amonghe Bark and its subsdiaries: Table5
(atached).

51. SEGMENT INFORMAT ION

Information reported to the chief operagirdecision maker for the purpose of resource allocatand
assessment of segment penfance accordig to the claracteristics of the bsinessand profts ard losses.
The reprtable segmerst of theBank and i subsidarieswere as follows:

a. Retail bankng segmat: The segment mainly provides cash cardgdit cards, personal loans,
mortgages, deposit remittanes,wealth managemergic.

b. Corporte banking segment: e £gment maily provides servicesuch asprocesing deposits and
credit businesof large-scale enterprises and small and mediumrpriges.

c. Global markets segme The segmens servicesnclude the distribubn of funds, issanceof bank
debentues, commodities equity, handling noney markt and bond market transactions, fogei
exchamge handling, and dealing with other financialarketrelated products (such aferivative
instruments) adtransactions.

d. Others: Muinly indude the administratio sgment of had offie and summiazed of dher
non-independent segments.

The acountingpolicies of the operating segments are theesas the accounting policies délsed in Note

4. The Bankard its subsidiariesise incone beforeéncome tax as the mearement for sgment pofit and
the basis ofperfamance assessment. The net reseand ircome before income tax are composed of
revenes and expenses directly attridhle to an opesting segmat.

Segment revenuemd reslts

The following is an analsis of the Bankand its subsidiaris ' r ee aneéresults of operations by
reportdle segmat:

Retail Corporate Global
Banking Banking Markets
Segment Segment Segmat Others Total
For theyear endd Decemler 31, 2@2
Interest rgenue(expensg net $ 5,197,307 $ 4,100,813 $ 329,710 $ (87,11) $ 9,540,719
Norrinterest profits ath gains,net 977,67 1,107,45 1,229,500 403,603 3,717,885
Net revenue 6,174,374 5,208,528 1,559,2D 316,492 13258604
Revesal(provision of allowance for bad
debts exgnse, commitments, and
guarantee liaibity provision 66,800 88,096 (119 54,409 209186
Operating expense (3.970,519 (1,431,827 (638,124 (775617) (6,816,087
Income (loss) before income tax 2,270,655 3,864,797 920,967 (404,716 6,651,703
Incometax expase - - - (636,62) (636,699
Net income (loss) $ 2,270655 $ 3,864,797 $ 920,967 $ (1,041,408 $ 6,015,011

(Continued)
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Retail Corporate Global
Banking Banking Markets
Segment Segment Segment Others Total
For theyearendel Decemter 31, 2@1
Interest rgenue(expensg net $ 4,578,052 $ 4,600150 $ (582 $ (252,906 $ 8,924,214
Norrinterest profits ath gains, net 1,262099 952,546 184,438 199,660 2,598,743
Netrevenuglosg 5,840,151 5,552,696 183,856 (53,249 11,523,457
Reversabf allowane forbad debts expens
commitmaents, andguarantee liaibity
provision 105,130 30,687 - 8,989 144,806
Operating expenses (3,871,628 (1,624,14) (149,592 (1,078,767 (6,724,128
Income (loss) beforimcome ta 2,073,653 3,959,242 34,264 (1,123,023 4,944,135
Incometax exp@ase - - - (794,274 (794,274
Net income (loss) $ 2,073,653 $ 3959242 $ 34,264 $(1,917,298 $ 4,149,861
(Concludd)

b. Geographicainformation

The revaue of the Bank and its subsidesifrom exteral customers byokcation of operdons are

detailed below.

Taiwan
Others

Information about major customers

For the Year Ended December 3:

2022 2021
$ 13,256014 $ 11,521,404
2,590 2,053
$ 13258,604 $ 11,523,457

No single customer contributed 10%rmore to the totalavenue of the Bank and its subsidiaries.
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KGI BANK CO., LTD. AND SUBSIDIARIES

FINANCINGS PROVIDED
FOR THE YEAR ENDED DECEMBE R 31,2022
(In Thousands of New Taiwan Dollar$

TABLE 1

Collateral Financial -

: : Maximum ) Limit for Each Limit on A

. - Financial Related . Actual Amount | Interest Nature of Transaction ) . Allowance for - Financierds

No. Financier Counter-party Balance for the | Ending Balance : - . Financing Reasons Borrowing A -

Statement Accoun| party Period Drawn Down Rate |Financing Provided Amount Bad Debt Iltem Value Compan Total Financing
pany (Note)
(Note)

1 |CDC Finance & Leasing |BULL WILL CO., LTD. Receivables, net No $ 30,000 $ - $ - 3.5%18% [Shortterm financing  $ - |Working capital $ - - $ - $ 89,136 $ 356,543

Corporation Build Joy Enterprise Coltd. Reeivables, net No 37,500 - - 3.5%-18% |Shortterm financing - |Working capital - - - 89,136 356,543

Fu-Tang Land Development Co., |Receiwbles, net No 85,000 20,000 20,000 | 3.5%18% [Shortterm financing - |Working capial 200 |Red estate 20,134 89,136 356,543
Ltd.

CHISUN Heavy Machnery Co., Reivablesnet No 23,000 23,000 23,000 | 3.5%18% [Shortterm financing - |Working capital 230 |Real estate 40,000 89,136 356,543
Ltd.

Note:

value. Thecumulative total balance should not exceed twlredompanys net worth value2) thereis shortterm financing: The total amount should not exceed 10%eafadmpanys net worth and the cumative total balance should not exceed 40% of the net waltiev
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TABLE 2

KGI BANK CO., LTD. AND SUBSIDIARIES

MARKETABLE SECURITIES HEL D
DECEMBER 31,2022
(In Thousands of New Taiwan Dollar$

Relationship December3l, 2022
Holding Company Security Type and Issuer with ! he Financial Statement Account Shares/Face : Percentage of Market Value Note
Holding value/Units Carrying Value Ownership (%) or Net Asset
Company b7 Value
CDIB Management Consulting Cormdion  |Stock
CDC Financek L easing Corporation Subsidiary |Investments accounted fogng equty method 76,704,787 $ 903,187 100.00(Note 3) $ 903,187
CDIB InternationalLeasing Corporation Subsidiary |Investments accounted for using equitgthod - 155,78 10000 155,778
CDC Finance & Leasing Corporation Stock
Padfic Electric Wire and Cable Coltd. - Financial assets at fair value throughest 546231 7,496 0.07 7,496
comprehensive income

Note 1. The Bank andts subsidias recognizethe related income or loss of investees asiredby egulations.

Note 2: No securities were treated as collateral or pledge.

Note 3: CDIB Management Consulting Corporation acquired 23.96% of the sha@®finance & Ledng Corporation, and CDC Finance & Leasing Corporation became a 100%iaybasidCctober 18, 2022The amount of consideration
paid was $208,387 thousand. Because this transaction did not change the control of the subsidiaryatit@vas &re equityansaction. The differendsetween the carrying amount of the raomtrolling interest and the adgiment of

other equity items and the consideration paid was directly recognized, and the amount of capital surplus was $4,978 thousand

Note4: Theabovecompanies which are the subsidiaries of the Bank were eliminated fromnbalidated financal statements
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KGI BANK CO., LTD. AND SUBSIDIARIES

INFORMATION ON INVESTEES
DECEMBER 31, 2022
(In Thousands of New Taiwan Dollarg)

TABLE 3

Balance as oDecembe 31, 2022 Consdidated Investment (Note 1)
Percentage Percentage
Investee Company Location Main Business of Carrvina Value Investment Shares Virtual Shares Number of of Note
Ownership ying Gain (Loss) |Currently Held (Note 2 Shares Ownership
(%) (%)

Financial industryrelated
Taipei Foeign Exchangenic. Taipei City, Taiwan |Foreign exchange trading, financial derivative 040 | $ 3,741 | $ 560 80,000 - 80,000 0.40

trading
Taiwan Futures Exchange Taipei City, Taiwan |Futures exchange and settlement 0.51 135,016 6,778 29,305,142 - 29,306,142 6.12
Financial Information Service Cd.td. Taipei City, Taiwan |Telecommunication service; information st 1.23 174,570 17,628 6,410,160 - 6,410,160 1.23

senice
Taiwan Asset Management Cbtd. Taipei Gty, Taiwan |Purchasng for finandal institutions loans 0.57 77,462 3,900 6,000,000 - 6,000,000 0.57
Sunlight AsseManagenert Co,, Ltd. Taipei City, Taiwan |Puchasing for finanial institution$ loans 5.74 4,130 526 344,476 - 344,476 5.74
Taiwan Financkl Asset Service Company Taipei City, Taiwan |Other activities auxiliary to financial service 2.4 47,476 550 5,000,000 - 5,000,000 2.94

actiities
Taiwan Mobile Paymerto.,Ltd. Taipei City, Taiwan |Communication andll service 1.00 3,149 - 600,000 - 600,000 1.00
CDIB Management Consulting Corporation  |Taipei City, Taiwan |Managenentconsultancy etivities 100.00 1,015,148 92,147 153,171,873 - 153,171,873| 100.00
Euroc Il Venture CapitaCorp. Taipei City, Taiwan |Venture capital corporation 7.50 397 780 29,999 - 29,999 7.50
Euroc Il Venure Cajital Corp. Taipei City, Taiwan |Venture @pital corporation 5.00 240 900 15,000 - 15,000 5.00
Next Commercial BaknCo, Ltd. Taipei City, Taiwan |Commercial banking 7.00 497,385 - 70,000,000 - 70,000,000 7.00
Suyin KA ConsumerFinanceCo., Ltd. China Consumer fiance service 36.17 4,459,742 256,499 - - - 36.17
Nonfinancial industry-related
CDIB & Partners Investment Holding Corp.  |Taipei City, Taiwan |General investment corporation 4.95 679,617 (134,208 367,200,000 - 367,200,00 33.66

Note 1

All present shares or virtual sines ofthe Bank, directors, spervisors, the Barik managers, and affiliates should be included.

Note 2: (1) virtual shares refer to equitype securities or derivativentancial instrumentontracts that are not trapsfed b common shares. Based dmettranaction termsand the htaling purposes of the Bank, the two types of instruments are
linked to the equity of investees and are recognized as investments accoustedrdance with Aitle 74 of the Securities aritkchamge Act. (2) The equity seatties, suchas mnvertible bords and warrants, are regulated by Article 11
Paragraph 1 of the Securities and Exchange Act Enforcement @)I€be derivative instrument otracts are thoseefined undetFRS 9 such astock gtions.

Note 3: The aboveompanis whch aethe subsidiries of the Bank were eliminated from the consolidated financial statements.
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KGI BANK CO., LTD. AND SUBSIDIARIES

INFORMATION ON | NVESTMENTS IN MAINL AND CHINA

DECEMBER 31, 2022

(In Thousands of New Taiwan Dollars UnlessStated Otherwise)

TABLE 4

Investment Flows Accumulated
Accumulated Accumulated
Outflow of % .
Outflow of . Carrying Value Inward
. Invesment . Ownership| Investment .
. . Total Paid-in |Investment| Investment . Net Gain of the . . as of Remittance of
Investee Company Name Main Businesses and Products . ) from Taiwan . of Direct Gain ;
Capital Type from Taiwan Outflow I nflow investee : December 31 | Earnings as of
as of or Indirect (Note 2
as of 2022 December 31
December3l, Investment]
January 1, 2022 2022
2022
SuyinKGI Conauume Finance ©., |Consumer financiadervice CNY2,600,000| Note 1(a) | CNY 940,400 -1 $ CNY 940,400 | $ 709,149 | 36.17 $ 256,499 | $ 4,459,742| $ -
Ltd. thousand thousand Thousand (Note 2(b) 1)
CDIB Interrational Leashng Financial leasing and management business| CNY 187,750 | Note 1(a) | US$ 30,000 - UsS$ 30,000 32,59 | 100.00 32,519 155,778 -
Corporaton consulting thousand thousand thousand (Note 2(b) 2)

Accumulated Investment n
Mainland China as of
December 3, 2022

Investment Amount Authorized by
the Investment Commission,
MOEA

Limit on Investment

$5,339,876US$173,892thousanl)

US$173,92 thowsard

$36,879,271

b. Reinvested through an investee company in a third area.

a. Ifitisin preparation and #re is nomvestmat gain, it should state eérly.

b. Investment gai stould be based on théollowing and should state clearly

1) Financial statementuditedreviewed by an international CPA firm having a cooperative relation@®A firms in theROC;
2) Financil staementsauditedreviewed ly the CPA firm of the pantcompary in Taiwan

c. If the current profit and loss information of the investee company cannot be obtained, it should state clearly.

Notel: The investment typeareasfollows:
a. Direct investments.
c. Others.
Note 2: In the column'Investment Gaih
3) Other.
Note 3:

Exchangeate as of reportipdateof thefinancial statement was usedtianslating foreign cuency.
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KGI BANK CO., LTD. AND SUBSIDIARIES

BUSINESS RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
FOR THE YEAR ENDED DECEMBER 31, 2022
(In Thousands of New Taiwan llars)

TABLE 5

Content of Transaction (Note 5

Transaction

El Amount/Total
No. , ow qf : Consolidated
(Note 1) Trading Company Related Party Transactions Financial Statement Accounts Amounts Trading Revenue or
(Note 2) Terms
Total
Consolidated
Assets(Note 3
0 |KGI Bank Co.,Ltd. CDC Finance & leasing Corporation 1 Depasit andremittances $ 65,317 Note 4 0.01
1 |CDC Finance & Leasing Corporation KGI Bank Co. Ltd. 2 Cash and cash equivalents 65,317 Note 4 0.01
Note 1: The consbdated entities are @htified in the No. column as follow®arent ompany - “0”; subsidiares- numbered from 1 by company.
Note 2: Transaction flows are as followd) from parent to subsidiary2) from subsidiary to parent; ar{d) between subsidiges.
Note 3: The ratd is @lculated as follows: For assand liablity accounts- Transadbn amount in the ending period/Total consolidated assets; for income and expense adcausgtion amount in the annual/Total consolidlagyenue.
Note 4: The transaction critex for related parties are similar tbose forthird paties.
Note 5: Transactions each amounted to at least NT$10 million.
Note 6: The above transactions and balances were eliminated from the consolidateidlfstatements.
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