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Letter to Shareholders 

Overall Economy
During the first half of 2012, the global economic growth slowed its pace 
due to the widespread Eurozone crisis, softening economic growth in 
China and risks associated with the fiscal cliff in the United States. In the 
second half, however, as several nations announced economic stimulus 
packages and sustained the investment environment with low interest 
rates, the world economy saw signs of a gradual recovery while major 
stock markets were mostly in an uptrend at the end of 2012.

With respect to domestic economy, the global economy during the 
first half of 2012 weakened the performance of external trade, thereby 
dragging down private consumption and investment performance. 
The domestic growth rate dropped from 4.07% in 2011 to 1.26% in 
2012. During the second half, as the world economy revisited stability, 
accompanied by the wave of inventory restocking for Christmas in Europe 
and the U.S. and the Lunar New Year in China, the momentum for 
domestic export trading gradually bottomed out from the trough. In the 
fourth quarter of 2012, the economic growth rate climbed to 3.72% and 
the economic growth for year 2013 is projected to be 3.59% according 
to the forecast released by Directorate General of Budget, Accounting 
and Statistics of Executive Yuan. The overall economic environment has 
turned relatively positive as compared with 2012.

Business Performance

In 2012, we aimed to “increase diversified core earnings; enlarge balance sheet and income statement.” The Bank fine-tuned its 
risk management and established the “Credit Administration Group” to form a centralized structure of its credit administration 
departments so as to maintain satisfactory asset quality. On the other hand, we strived for higher core profits and achieved 
business performance as follows:

1. Consumer Banking: While we continued to develop high-yield products such as cash card and credit card, our new profit driver-
“Personal Loan” grew substantially through various marketing campaigns and cross-selling. Our Personal Loan balance as at 
2012 year-end reached NT$9 billion and soared by around NT$3.6 billion (+67%) when compared with NT$5.4 billion in 2011. 
To better interact with customers and increase our credit card market share, we developed value-added functions and leveraged 
on horizontal alliance to roll out a co-branded EasyCard credit card in collaboration with EasyCard Corporation. At the end of 
2012, we launched the Macaroon Credit Card, which created a marketing buzz and helped keep boosting profitable growth of 
credit card customers and card spending so as to expand our operating revenues. 

2. Corporate Banking: We worked intensively on reorganization of corporate banking and set up the Developing Enterprises 
Loan Center to deliver differentiation- and focus-driven financial services. The launch of new corporate online banking system 
is an embodiment of a comprehensive financial department store concept by which financial products and services are made 
available on a one-stop shopping platform. This initiative has effectively increased customer stickiness and market share for our 
products.

3. Branch Banking: With equal emphasis on lending business growth and asset quality, our mortgage balance increased by around 
NT$5.6 billion (+22%) from NT$25.4 billion in 2011 to NT$31 billion at 2012 year-end. We took advantages of our branch’s 
locations and worked proactively to attract nearby customers to our fund management services. As a result, our total deposit 
grew by around NT$13.6 billion (+12%) against NT$112.9 billion in the previous year to NT$126.5 billion this year. Also, we 
continued to build strategic alliance with globally renowned investment trust companies and insurance firms. By organizing 
professional training programs and introducing tailor-made products, we have delivered a full range of asset management 
services to increase our fee income and to gradually elevate profits from wealth management business. 

4 .Financial Institution: We expanded interbank credit facilities and strived for more favorable business deals. Meanwhile, we took 
an active approach to enhancing our brand awareness and participating in global syndicated loans.

5.Integrated Marketing: We took several initiatives to offer a more customer-friendly banking environment and burnish our 
corporate image, including launching a brand new official website, planning and rolling out a mobile banking system, 
integrating product sales channels to develop cross-marketing campaigns, holding various workshops on investment and wealth 
management.

6.Treasury: We entered New Taiwan Dollar, U.S. Dollar, bonds and stock transactions under prudent risk management, along with 
an optimal allocation of assets and liabilities to improve our profit efficiency. 

Taipei
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Chairman

Paul Lo   

Social Responsibilities 

Apart from providing higher quality financial services for our customers, 
the Bank played an active role in social charity activities as well. In 2012, 
we worked in tandem with National Taiwan University Hospital to provide 
free healthcare clinic and cancer screening for those in need of better 
quality health checks. We believe that health and wealth go hand in 
hand and are the only key to a truly beautiful life. We also joined United 
Way of Taiwan in organizing the “Young at Heart: Lollipops – Aged Care 
Creativity Contest,” a contest for the youngsters to team up and come 
up with various creative ideas about how to help elders regain their 
social participation. Furthermore, we sponsored the “Finance Seminar for 
University Students Nationwide” and “the 4th AIESEC Youth Influence 
Forum” to train and help more talented people gain a global perspective 
and specialized financial knowledge so as to fulfill our commitment to 
educating future generations.

Financial Performance 

1. In 2011, the Bank rid itself of all the unamortized losses on disposal 
of non-performing assets. In 2012, the Bank exhibited its upward 
momentum and recorded a NT$2.89 billion after-tax profit, up by 
NT$3.15 billion in comparison with the NT$260 million loss in the 
previous year. Our return on assets rose to a high of 1.97% and return on equity to 20.90%. 

2. With respect to risk control, the Bank has shed the past burden of non-performing loans with an active approach. Under 
prudent credit administration and effective debt recovery management, the non-performing loan ratio as at 2012 year-end has 
been significantly reduced to 0.78%.

3. At the end of 2012, the Bank successfully converted nearly NT$16.1 billion of subordinated unsecured mandatory convertible 
bonds to common stocks and completed a capital reduction. We substantially reduced the accumulated losses on book by 
exercising a capital reduction to offset losses and by injecting profits recorded in 2012. We expect to distribute dividends from 
2014 as part of our business achievement to share with our shareholders.

4. Our capital adequacy ratio is 14.78% as at the end of 2012. This demonstrates that the Bank has sufficient funds to support its 
business operation and development under BASEL III from 2013.

5. The Bank’s current credit ratings are as follows:

(1) Rating by Taiwan Ratings Corporation: long/short-term credit rating and outlook are “twBBB-/twA-3/positive” respectively.

(2) Rating by Fitch Ratings, Inc. : long/short-term credit rating and outlook are “BBB(twn)/F3(twn)/stable” respectively.

Future Prospect

Looking at 2013, the Bank expects to become a niche bank “with a firm foothold in Taiwan and advancement in Asia Pacific.” 
We will not only proactively explore new customers but also deepen the relationships with existing clients. For customer services, 
we will create customer-focused services by integrating virtual and physical channels, supported by relentless renovation and 
mobile payment options to generate new corporate clients and customer groups. Also, we plan to extend our business franchise 
in the Asia-Pacific markets to meet customers’ needs for cross-region banking. The Bank will make diligent efforts to enhance its 
corporate image as well as leadership in niche markets to offer the best fund management solutions for its target customers. On 
financial profitability, we will ensure proper allocation of assets and liabilities to expand our business scale and strengthen our core 
profit structure. Cost structure improvement will be duly implemented to augment operational capacity bankwide. Meanwhile, 
we will constantly fine-tune our risk management system to assure our asset quality. We will always bear in mind our motto that 
“We always work harder, faster, and smarter” and will make “relentless efforts and wholehearted dedication” to meet challenges 
ahead so as to create a 3-win situation and mutual value among our customers, shareholders and employees.

President

Richard Chang
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Bank Overview

I. Introduction

1. Date of Establishment
Cosmos Bank (“the Bank”) obtained the incorporation approval on August 13, 1991 and acquired its license on 

January 14, 1992. The Bank commenced its business officially on February 12, 1992. Since its inception, the Bank 

has been positioning itself to provide excellent financial services to corporate clients and the general public as a 

commercial bank. On December 28, 2007, the two major world-renowned financial groups S.A.C. and GE Capital 

participated in capital injection and together currently hold 82.35% of the total equity. Under the leadership of 

Chairman Paul Lo and the management team, the Bank is in full speed to become the local bank with world class 

capabilities as its ultimate goal.

2. Corporate History 

(1) Merger & Acquisition, Investment in Related Companies or Corporate Restructuring:

The Bank did not undertake any merger, acquisition, investment in related companies or any corporate 

restructuring last year and as of the printing date of this annual report.

(2) Subsidiary to a specific financial holdings group:

The Bank is a commercial bank and is not a member of any financial holdings group.

(3)Directors (and independent directors) and those who had major transfer or change of equity requiring declaration 

subject to Paragraph 3, Article 25 of the Banking Act:None.

(4) In last fiscal year and as of the printing date of this annual report, the ownership of the Bank has not changed. 

No material change in management methods or business contents occurred, either. There are no other important 

matters affecting the rights of shareholders. 

(5) Important Company History

A. The Bank foreclosed the Tainan Fourth Credit Cooperative Union, Miaoli Credit Cooperative Union, and 

Hsinchu Fifth Credit Cooperative Union on April 13, 1998, August 13, 2001, and July 28, 2003 respectively 

and merged with the Cosmos Bills Finance Corp. on October 31, 2002.

B. The Bank launched the George & Mary Cash Card in 1999.

C. The Bank issued the first EMV (Europay, MasterCard, Visa) chip credit card by co-branding with Living Mall of 

Core Pacific City in 2001.

D. The Auto Lending Machines (ALMs) were located island-wide in 2004 to offer faster and more convenient 

service channels to customers.

E. The Bank entered into an equity subscription agreement with GE Consumer Finance on January 23, 2006 and 

completed strategic recapitalization on June 8, 2006. Meanwhile, GE Group delegated directors and senior 

managers to Cosmos Bank, opening a new chapter of the Bank in joint management with a foreign investor.

F. In 2006, the Bank launched the MoneyBack Platinum Credit Card that offers cash rebates and special 

discounts at major department stores in Taiwan.

G. On December 28, 2007, the Bank completed a recapitalization exercise for about NT$42 billion. SAC Private 

Capital Group (S.A.C. PCG) became the biggest shareholder. GE Capital also participated in this capital 

increase. SAC and GE together account for more than 80% equity in total. Injected with capital and a large 

Hong Kong

Bank Overview
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variety of world-class resources from these two major shareholders, the Bank introduced its new management 

team and board members who have expertise and management experience endowed with global visions. The 

Bank has implemented the “Turnaround Plan” in every aspect to improve corporate governance, enhance 

business performance and catalyze growth and transformation. This Plan has explored a brand new business 

opportunity for the Bank.

H. The Bank introduced the MoneyBack Signature Credit Card which combines several privileged offers with 

cash rebates.

I. The Bank realigned its branch channels in 2009 with the goal of enhancing business performance.

J. To improve its financial structure, the Bank initiated a project in 2009 to strengthen equity capital. The Bank 

issued common shares by private placement, converted part of its mandatory convertible bonds and all its 

preferred shares into common shares. Following the above-stated approaches to increasing funds, the Bank 

then reduced its capital to appropriate part of the accumulated losses. The paid-in capital after completion 

was NT$16.23 billion.

K. The Bank adopted a new corporate identity system (CIS) on April 8, 2010. Our new CIS concept derives from 

the idea of “Initiating wealth accumulation from the heart.” The new CIS is shaped with both square and 

circled with 3D joints to symbolize our determination to begin a new way of thinking. The initials of Cosmos 

Bank “C”and “B” create the shapes of a heart and a “Yuan-bao” (sycee). Furthermore, the water channel 

in the middle symbolizes the relentless flows of wealth and manifests our mission to offer more valuable 

and innovative financial services and to create more financial advantages for our customers with the goal of 

creating a whole new win-win situation.

L. The Bank carried out the LEAN Project in August 2010 to eliminate activities that can no longer add customer 

value and to improve operational efficiency through a streamlined operating process. 

M. The Bank undertook reorganization in 2011 to highlight each department’s functions and enhance business 

performance. 

N. The customer-focused “Cosmos Banking Center” located in Chengdong Branch was officially opened to 

public on February 17, 2011. It offers a complete range of financial products covering deposit and remittance, 

consumer banking, corporate banking, wealth management and mortgage as well as instant services such as 

“Express Loans.” Under the professional directions by our “Professional Service Managers,” customers can 

obtain immediate solutions to their problems and demands.

O. On December 7, 2011, the Bank launched the “Cosmos Mobile Payment X-Card” and is the first bank 

officially approved by the Financial Supervisory Commission to deliver mobile payment services. XATM transfer 

and fee payment functions were added in 2012 to offer customers a safer and faster payment option. 

P. In October 2012, the Bank co-branded with MILK Magazine, Rose House and ezfly to roll out the Macaroon 

Credit Card embedded with EasyCard functions. By collaborating with multiple brands, the Bank aims to 

facilitate exchanges between brand followers and maximize card rewards and discount offers so as to create 

a 3-win situation for card holders, participating brands and the Bank. 

Q. The “subordinated unsecured mandatory convertible bonds” issued on December 28, 2007 has all been 

converted to common stocks in a total of 1,230,254 thousand shares on December 27, 2012. The face value 

is NT$10 per share and the shares total NT$12,302,541 thousand.

R. To strengthen the Bank’s financial structure and offset accumulated losses, the first extraordinary stockholders’ 

meeting in 2012 approved to reduce capital by 46.54%. The actual paid-in capital after the capital reduction 

amounts to NT$15.256 billion.
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II. Organization

1. Businesses Operated by Major Departments

Business / 
Function

Department Major Business

Branch 
Banking 
Group

Branch Administration
Retail Product Service
District / Branches

Handles marketing of wealth management, consumer banking and SME banking 
business. Responsibilities of related divisions are set forth as follows: 

Branch Administration is in charge of managing performance, budgeting, approving 
bonus, arranging and implementing training, executing legal compliance system, 
formulating and reviewing operating procedures for all businesses governed by Branch 
Banking Group.
Retail Product Service is responsible for investment, insurance, mortgage, planning 
of new trust products, market research and analysis and implementation of business 
initiatives to achieve targets for all channels.
District / Branches are responsible for carrying out branch banking related businesses 
and profit / loss targets, managing branch personnel, increasing target customers and 
delivering satisfying services.

Consumer 
Banking 
Group

Consumer Marketing
Consumer Business
Consumer Asset 
Management
Integrated Marketing
Business Analytics & 
Development

Handles design and development of consumer banking products, business 
management and promotion, establishment of regulations and procedures, credit 
management, collection and management of delinquent loans, management of 
outsourced debt collection, and strategic planning and analysis. Responsibilities of 
related divisions are set forth as follows:

Consumer Marketing takes charge of product strategies, designing and planning, 
product development and management, tele-marketing, advertising, project 
management and information processing.
Consumer Business takes care of development and management of marketing 
channels, expansion of channels, assessment and management of ALMs, 
management of marketing goals, education and training, formulation of regulations 
and operating procedures for consumer banking products and reporting of related 
information to the competent authority. 
Consumer Asset Management is in charge of tele-collection, debt negotiation, legal 
collection, recovery of bad debts and management of outsourced collections.
Integrated Marketing is responsible for promotion and implementation of marketing 
campaigns for all financial products, and planning of internet banking, mobile 
banking and other channels, and proposal of integrated products across enterprise 
groups by targeting at different customer groups.
Business Analytics & Development is responsible for integrating information 
environment management with business analysis methods in order to develop a 
better understanding of customer behavior so as to recommend action plans for 
retail/consumer banking products or services, arranged activities for business projects 
and conducts telemarketing business.
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Business / 
Function

Department Major Business

Corporate 
Banking 
Group

Corporate Planning & 
Mgt
Developing Enterprises 
Loan
Large Corporate Loan
District Corporate Loan
Corporate Operation
OBU
Corporate Loan 
Collection

Handles development of corporate banking products, business implementation 
and promotion, management of credit risks, supports for back-end operations, 
management of FX business, collection of delinquent loans and offshore banking 
business. Responsibilities of related divisions are set forth as follows:

Corporate Planning & Mgt is responsible for affairs in relation to corporate banking 
operations including strategy planning and business implementation, budgets, 
MIS, management of performance appraisal for branches and business personnel, 
planning and implementation of education & training programs for corporate 
banking personnel, design and development of corporate banking products as well 
as establishment of applicable regulations and charters. 
Developing Enterprises Loan is responsible for formulation and promotion of 
corporate banking business plans for small sized enterprises (annual operating 
income less than NT$300 million), customer development and relations, handling 
of credit applications, preparation of credit reports, contract signoff and credit 
drawdown, post-lending management and relevant matters.
Large Corporate Loan is responsible for formulation and promotion of corporate 
banking business plans for small & medium/medium/large-sized enterprises (annual 
operating income over than NT$300 million), maintenance of existing corporate 
loans, customer development and relations, handling of credit applications, 
preparation of credit reports, contract signoff and credit drawdown, post-lending 
management and relevant matters.
District Corporate Loan is responsible for formulation and promotion of corporate 
banking business plans for small & medium/medium/large-sized enterprises (annual 
operating income over than NT$300 million), customer development and relations, 
handling of credit applications, preparation of credit reports, contract signoff and 
credit drawdown, post-lending management and relevant matters.
Corporate Operation manages operations and management of corporate banking 
business, along with operations, formulation of operational regulations, planning 
and management of FX businesses covered by International Banking.
OBU handles management and promotion of offshore banking businesses.
Corporate Loan Collection is responsible for loan collection regarding corporate 
banking business.

Global Market 
& Financial 
Institution 
Group

Financial Institution
Treasury

Responsibilities of related divisions are set forth as follows:
Financial Institution manages remittances, credit facilities, business development, 
relationship maintenance with other financial institutions and engages in global 
banking businesses.
Treasury manages bank-wide reserves and liquid reserves, and utilization, transfer 
and appropriation of exceed fund, and arranges and executes transactions of 
financial instruments such as debentures and bills. 

Credit 
Administration 
Group

Corporate Credit 
Administration 
Retail Credit 
Administration 

Manages business in relation to credit administration. Responsibilities of related 
divisions are set forth as follows:

Corporate Credit Administration manages corporate banking credit check, 
assessment and review after loan disbursement, matters in relation to corporate 
banking risk management such as limits on credit grants and amends or revises the 
“Cosmos Bank Guidelines Governing FI Credit Assessment”.
Retail Credit Administration is in charge of formulating policies and regulations 
on consumer loans, conducting credit assessment and review of consumer loan 
applications and other related administrative affairs.
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Business / 
Function

Department Major Business

Operation 
Group

Customer Service 
Management
Operation
Trust Operation
Settlement
IT

Handles operations, customer services and quality thereof. Responsibilities of related 
divisions are set forth as follows:

Customer Service Management delivers customer services over the phone, 
responsible for LEAN Projects and customer experience management.
Operation centralized handling of branch remittances, bills, distraint cases, tax 
payments and ATM / ADM daily settlements.
Trust Operation handles trust businesses in conformity with the Trust Enterprise Act 
and planning and operations of the affiliated businesses.
Settlement takes care of back-end accounting dealt in New Taiwan Dollars and 
foreign currencies, and settlement and custody affairs relevant to treasury business.
IT manages matters concerning planning and formulating bank-wide information 
strategies, planning and controlling information budgets, and maintaining and 
administering information operations.

Finance Group
FP&A
Accounting

Responsibilities of related divisions are set forth as follows:
FP&A assists in business decision-making process, consolidates and drafts business 
plans, carries out analyses of business information difference and sensitivity, and 
reviews each business group’s performance. 
Accounting manages accounting systems, tax affairs and matters as to planning and 
execution of account books among Head Office and branches, and takes charge of 
consolidating, preparing and reporting financial statements.

General
Administration 
Group

HR
Administration 
Management
Safety & Health

Responsibilities of related divisions are set forth as follows:
HR in charge of planning personnel system and matters regarding personnel 
management of the Bank. 
Administration Management takes care of document, property, cashier, renovation, 
procurement for office use, safety management and administration management.
Safety & Health is responsible for planning, training, supervising and assessing the 
safety & health system bank-wide.

Risk 
Management

Risk Management
Takes charge of risk management policy, risk assessment, monitoring and controlling 
of asset quality as well as matters related to bank-wide compliance with BASEL II. 

Legal Legal 
Manages bank-wide legal affairs, legal compliance, application for patent registration 
and consultation about legal affairs as well as planning, supervision, training, 
implementation and assessment of legal compliance system. 

Audit Audit 

Responsible for assessment of internal control systems and planning and execution 
of internal audit systems and reports on audit business to the Audit Committee and 
the Board of Directors on a regular or irregular basis in accordance with relevant 
regulations.

Board 
Secretariat

Board Secretariat 

Takes care of matters related to shareholders’ meetings and board of directors’ 
meetings, receives employees’ complaints about internal policies or suggestions 
for improvement on behalf of the Board of Directors, assists the spokesperson 
in maintaining external relationship and responsible for communication with the 
competent authority. 
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III. Information of Directors (and Independent Directors)
Base Date: April 23, 2013

Title Name
Date 

Elected
Term

(Note 1)
Date First 
Elected

Shareholding when Elected Present Shareholding
Spouse & Minor 

Shareholding

Shareholding 
by Nominee 

Arrangement(s) Education & Work Experience
Position(s) Currently 
Held in the Bank & 
Other Companies

Executives, Directors or 
Supervisors as Spouses 
or within Two Degrees 

of Kinship

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Title Name Relation 

Chairman Paul Lo 2010.06.18 3 years 2009.06.19 0 0.00 0 0.00 0 0.00 0 0.00

M.B.A. and Honorary Doctorate, 
Indiana State University, USA
CEO and President of SinoPac 
Holdings Company
Chairman of Bank SinoPac

Chairman of the Bank None None None

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00

M.B.A. from Harvard Business 
School
Goldman, Sachs & Co.’s merger 
department
Managing Director at RHJ 
International / Ripplewood 
Holdings LLC
Managing Director & founding 
partner of S.A.C. Private Capital 
Group

Managing Director & 
Co-Founder of Siris 
Capital 

None None None

Representative:
Jeffrey M. Hendren

0 0.00 0 0.00 0 0.00 0 0.00

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00

M.B.A. from Columbia University 

Graduate School of Business

Special Senior Advisor to the Board 

of RHJ International

Managing Director of Ripplewood 

Holdings LLC

Managing Director of S.A.C. Private 

Capital Group

Managing Director & 
Co-Founder of Siris 
Capital 
Director of S.A.C. PEI 
Taiwan Holdings B.V.

None None None

Representative:
Peter Berger

0 0.00 0 0.00 0 0.00 0 0.00

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00 M.B.A. of Syracuse University 
Senior vice president of Treasury 
Div. and CFO of Cosmos Bank
Deputy CFO of Cathay United Bank

Financial specialist of 
Siris Capital

None None None
Representative: 
Pamela Wu(Note 2)

0 0.00 0 0.00 0 0.00 0 0.00

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00 M.A. from Erasmus University 
Rotterdam
Board Director of Fetim / Benovem 
B.V. in Amsterdam

Strategic global 
advisor of Yesbank
Chairman of the Board 
of Vastned Retail 
Director of S.A.C. PEI 
Taiwan Holdings B.V.

None None None
Representative:
Wouter Kolff

0 0.00 0 0.00 0 0.00 0 0.00

Director David M. Fite 2010.06.18 3 years 2007.12.05 0 0.00 0 0.00 0 0.00 0 0.00

M.A. of Business School, M.A. 
of Food Research Department 
Stanford University
B.A. of Harvard College
Managing partner of Euclid Capital 
Partners 
Former Senior Corporate Officer 
and CFO of Shinsei Bank

Member of the Board, 
and Chairman, of 
National Financial 
Solutions Pty, 
Melbourne Australia

None None None
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III. Information of Directors (and Independent Directors)

Base Date: April 23, 2013

Title Name
Date 

Elected
Term

(Note 1)
Date First 
Elected

Shareholding when Elected Present Shareholding
Spouse & Minor 

Shareholding

Shareholding 
by Nominee 

Arrangement(s) Education & Work Experience
Position(s) Currently 
Held in the Bank & 
Other Companies

Executives, Directors or 
Supervisors as Spouses 
or within Two Degrees 

of Kinship

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Title Name Relation 

Chairman Paul Lo 2010.06.18 3 years 2009.06.19 0 0.00 0 0.00 0 0.00 0 0.00

M.B.A. and Honorary Doctorate, 
Indiana State University, USA
CEO and President of SinoPac 
Holdings Company
Chairman of Bank SinoPac

Chairman of the Bank None None None

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00

M.B.A. from Harvard Business 
School
Goldman, Sachs & Co.’s merger 
department
Managing Director at RHJ 
International / Ripplewood 
Holdings LLC
Managing Director & founding 
partner of S.A.C. Private Capital 
Group

Managing Director & 
Co-Founder of Siris 
Capital 

None None None

Representative:
Jeffrey M. Hendren

0 0.00 0 0.00 0 0.00 0 0.00

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00

M.B.A. from Columbia University 

Graduate School of Business

Special Senior Advisor to the Board 

of RHJ International

Managing Director of Ripplewood 

Holdings LLC

Managing Director of S.A.C. Private 

Capital Group

Managing Director & 
Co-Founder of Siris 
Capital 
Director of S.A.C. PEI 
Taiwan Holdings B.V.

None None None

Representative:
Peter Berger

0 0.00 0 0.00 0 0.00 0 0.00

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00 M.B.A. of Syracuse University 
Senior vice president of Treasury 
Div. and CFO of Cosmos Bank
Deputy CFO of Cathay United Bank

Financial specialist of 
Siris Capital

None None None
Representative: 
Pamela Wu(Note 2)

0 0.00 0 0.00 0 0.00 0 0.00

Director

S.A.C. PEI Taiwan 
Holdings B.V.

2010.06.18 3 years 2008.03.04

524,402,766 32.3 870,926,939 57.09 0 0.00 0 0.00 M.A. from Erasmus University 
Rotterdam
Board Director of Fetim / Benovem 
B.V. in Amsterdam

Strategic global 
advisor of Yesbank
Chairman of the Board 
of Vastned Retail 
Director of S.A.C. PEI 
Taiwan Holdings B.V.

None None None
Representative:
Wouter Kolff

0 0.00 0 0.00 0 0.00 0 0.00

Director David M. Fite 2010.06.18 3 years 2007.12.05 0 0.00 0 0.00 0 0.00 0 0.00

M.A. of Business School, M.A. 
of Food Research Department 
Stanford University
B.A. of Harvard College
Managing partner of Euclid Capital 
Partners 
Former Senior Corporate Officer 
and CFO of Shinsei Bank

Member of the Board, 
and Chairman, of 
National Financial 
Solutions Pty, 
Melbourne Australia

None None None
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Title Name
Date 

Elected
Term

(Note 1)
Date First 
Elected

Shareholding when Elected Present Shareholding
Spouse & Minor 

Shareholding

Shareholding 
by Nominee 

Arrangement(s) Education & Work Experience
Position(s) Currently 
Held in the Bank & 
Other Companies

Executives, Directors or 
Supervisors as Spouses 
or within Two Degrees 

of Kinship

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Title Name Relation 

Director

GE Money Taiwan, 
Ltd.

2010.06.18 3 years 2007.05.30

105 0.00 56 0.00 0 0.00 0 0.00
Fontainebleau INSEAD M.B.A.

Erasmus University Rotterdam

Chief Operating 
Officer of GE Capital 
Asia Pacific

None None None
Representative:
Bernard van Bunnik

0 0.00 0 0.00 0 0.00 0 0.00

Director

GE Money Taiwan, 
Ltd.

2010.06.18 3 years 2007.05.30

105 0.00 56 0.00 0 0.00 0 0.00

LLB & BCom from Delhi University
Chief Risk Officer of 

GE Capital Asia Pacific
None None None

Representative:
Bhupesh Gupta 

0 0.00 0 0.00 0 0.00 0 0.00

Director
Royden Kuikahi 
Nakamura

2010.06.18 3 years 2009.06.19 0 0.00 0 0.00 0 0.00 0 0.00

M.B.A. from Georgetown 
University
B.A. from University of Chicago
Special Advisor of S.A.C. Private 
Capital Group
Managing Member of Electronic 
Trading Group

Special Advisor of Siris 
Capital Group

None None None

Director Richard Chang 2010.06.18 3 years 2010.06.18 0 0.00 0 0.00 0 0.00 0 0.00

M.B.A. from University of Chicago, 
USA
Vice President, Spokesperson and 
Head of Public Affairs Division of 
SinoPac Holdings Co., Ltd. 

President of the Bank None None None

Independent 
Director

Wang Wen-Yu 2010.06.18 3 years 2007.05.30 0 0.00 0 0.00 0 0.00 0 0.00

S.J.D., Stanford University, USA
LL.M, Columbia University, USA
BA and MA in Laws, National 
Taiwan University
Professor of College of Law, 
National Taiwan University
Visiting Professor of University 
of Hawaii, University of Hong 
Kong and National University of 
Singapore
Supervisor of Taiwan Futures 
Exchange
Director of Taiwan Cooperative 
Bank
Member of Fair Trade Commission

Professor of College of 
Law, National Taiwan 
University
Independent Director 
of Global Unichip 
Corp.
Independent Director 
of President Chain 
Store Corp. 

None None None
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Title Name
Date 

Elected
Term

(Note 1)
Date First 
Elected

Shareholding when Elected Present Shareholding
Spouse & Minor 

Shareholding

Shareholding 
by Nominee 

Arrangement(s) Education & Work Experience
Position(s) Currently 
Held in the Bank & 
Other Companies

Executives, Directors or 
Supervisors as Spouses 
or within Two Degrees 

of Kinship

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Title Name Relation 

Director

GE Money Taiwan, 
Ltd.

2010.06.18 3 years 2007.05.30

105 0.00 56 0.00 0 0.00 0 0.00
Fontainebleau INSEAD M.B.A.

Erasmus University Rotterdam

Chief Operating 
Officer of GE Capital 
Asia Pacific

None None None
Representative:
Bernard van Bunnik

0 0.00 0 0.00 0 0.00 0 0.00

Director

GE Money Taiwan, 
Ltd.

2010.06.18 3 years 2007.05.30

105 0.00 56 0.00 0 0.00 0 0.00

LLB & BCom from Delhi University
Chief Risk Officer of 

GE Capital Asia Pacific
None None None

Representative:
Bhupesh Gupta 

0 0.00 0 0.00 0 0.00 0 0.00

Director
Royden Kuikahi 
Nakamura

2010.06.18 3 years 2009.06.19 0 0.00 0 0.00 0 0.00 0 0.00

M.B.A. from Georgetown 
University
B.A. from University of Chicago
Special Advisor of S.A.C. Private 
Capital Group
Managing Member of Electronic 
Trading Group

Special Advisor of Siris 
Capital Group

None None None

Director Richard Chang 2010.06.18 3 years 2010.06.18 0 0.00 0 0.00 0 0.00 0 0.00

M.B.A. from University of Chicago, 
USA
Vice President, Spokesperson and 
Head of Public Affairs Division of 
SinoPac Holdings Co., Ltd. 

President of the Bank None None None

Independent 
Director

Wang Wen-Yu 2010.06.18 3 years 2007.05.30 0 0.00 0 0.00 0 0.00 0 0.00

S.J.D., Stanford University, USA
LL.M, Columbia University, USA
BA and MA in Laws, National 
Taiwan University
Professor of College of Law, 
National Taiwan University
Visiting Professor of University 
of Hawaii, University of Hong 
Kong and National University of 
Singapore
Supervisor of Taiwan Futures 
Exchange
Director of Taiwan Cooperative 
Bank
Member of Fair Trade Commission

Professor of College of 
Law, National Taiwan 
University
Independent Director 
of Global Unichip 
Corp.
Independent Director 
of President Chain 
Store Corp. 

None None None
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Note 1 : The tenure of the 7th Term Board of Directors commenced on June 18, 2010 and will terminate on June 20, 2013.

Note 2 : On January 1, 2013 corporate director S.A.C.PEI Taiwan Holdings B.V. delivered a written notice to appoint Pamela Wu as its 
representative to succeed Frank Baker.

Title Name
Date 

Elected
Term

(Note 1)
Date First 
Elected

Shareholding when Elected Present Shareholding
Spouse & Minor 

Shareholding

Shareholding 
by Nominee 

Arrangement(s) Education & Work Experience
Position(s) Currently 
Held in the Bank & 
Other Companies

Executives, Directors or 
Supervisors as Spouses 
or within Two Degrees 

of Kinship

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Title Name Relation 

Independent 
Director

Lin Hsien-Lan 2010.06.18 3 years 2010.06.18 0 0.00 0 0.00 0 0.00 0 0.00

BA in Commerce, National Taiwan 
University
CPA of Taiwan, R.O.C.
CEO of KPMG 
Director-General of CPA 
Association, Taiwan R.O.C. 
Director-General of Taipei City CPA 
Association
Member of CPAs Disciplinary 
Committee
Managing Director of Accounting 
Research and Development 
Foundation

Independent Director 
of Shiny Chemical 
Industrial Co., Ltd.
Independent Director 
of Chimei Materials 
Technology Corp. 

None None None

Independent 
Director

Lin Hsiou-Wei 2010.06.18 3 years 2010.06.18 0 0.00 0 0.00 0 0.00 0 0.00

Ph.D. in Business, Stanford 
University, USA
M.B.A. from University of New 
York, USA
BA in Commerce, National Taiwan 
University
Director of Bank of Overseas 
Chinese
Director of MStar Semiconductor, 
Inc.
Member of National Financial 
Stabilization Fund Committee 
Member of Public Service Pension 
Fund Committee

Professor of 
Department of 
International Business, 
National Taiwan 
University 
Independent 
Director of MStar 
Semiconductor, Inc.

None None None
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Title Name
Date 

Elected
Term

(Note 1)
Date First 
Elected

Shareholding when Elected Present Shareholding
Spouse & Minor 

Shareholding

Shareholding 
by Nominee 

Arrangement(s) Education & Work Experience
Position(s) Currently 
Held in the Bank & 
Other Companies

Executives, Directors or 
Supervisors as Spouses 
or within Two Degrees 

of Kinship

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Shares
Shareholding 

(%)
Shares

Shareholding 
(%)

Title Name Relation 

Independent 
Director

Lin Hsien-Lan 2010.06.18 3 years 2010.06.18 0 0.00 0 0.00 0 0.00 0 0.00

BA in Commerce, National Taiwan 
University
CPA of Taiwan, R.O.C.
CEO of KPMG 
Director-General of CPA 
Association, Taiwan R.O.C. 
Director-General of Taipei City CPA 
Association
Member of CPAs Disciplinary 
Committee
Managing Director of Accounting 
Research and Development 
Foundation

Independent Director 
of Shiny Chemical 
Industrial Co., Ltd.
Independent Director 
of Chimei Materials 
Technology Corp. 

None None None

Independent 
Director

Lin Hsiou-Wei 2010.06.18 3 years 2010.06.18 0 0.00 0 0.00 0 0.00 0 0.00

Ph.D. in Business, Stanford 
University, USA
M.B.A. from University of New 
York, USA
BA in Commerce, National Taiwan 
University
Director of Bank of Overseas 
Chinese
Director of MStar Semiconductor, 
Inc.
Member of National Financial 
Stabilization Fund Committee 
Member of Public Service Pension 
Fund Committee

Professor of 
Department of 
International Business, 
National Taiwan 
University 
Independent 
Director of MStar 
Semiconductor, Inc.

None None None
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Table 1: Major shareholders of corporate shareholders

Base Date: March 31,2013

Name of corporate shareholders Major shareholders of corporate shareholders

S.A.C. PEI Taiwan Holdings B. V. S.A.C. PEI Taiwan Holdings III B.V. (100%)

GE Money Taiwan, Ltd.
General Electric Capital Corporation (80%)
General Electric Capital Asia Investments, Inc (20%)

Table 2: The major shareholders of those in Table 1 whose major shareholders are corporations

Base Date: March 31,2013

Name of corporate shareholders Major shareholders of corporate shareholders

S.A.C. PEI Taiwan Holdings III B.V. (100%) S.A.C. PEI Asia Investments Holdings II S.à r.l. (100%)

General Electric Capital Corporation General Electric Company (100%)

General Electric Capital Asia Investments, Inc Gelco Corporation (100%)



Shanghai 

Fund Raising Status
and Operational Highlights
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I. Capital & Dividend

1. Sources of Capital
Unit: NT$1,000; 1,000 shares

Unit of issue price: NT$

Month Year 
Issue 
Price

Authorized Capital Paid-in Capital Remarks

No. of 
Shares

Amount
No. of 
Shares

Amount Sources of Capital

January 1992 $10 1,200,000 12,000,000 1,200,000 12,000,000 Funding capital

April 1997 $10 1,253,460 12,534,600 1,253,460 12,534,600 Recapitalization of earnings

July 1998 $10 1,337,481 13,374,810 1,337,481 13,374,810 Recapitalization of earnings

April 2000 $10 1,400,928 14,009,277 1,400,928 14,009,277 Recapitalization of earnings

October 2002 $10 1,771,002 17,710,015 1,771,002 17,710,015
Merger with Cosmos Bills 
Finance Corps. 

June 2006 $14 2,500,000 25,000,000 1,967,780 19,677,795
Recapitalization by private 
placement of shares

December 2007 - 2,500,000 25,000,000 1,377,446 13,774,456 Capital reduction

December 2007 $2 20,000,000 200,000,000 8,436,650 84,366,500
Recapitalization by private 
placement of shares

September 2008 - 20,000,000 200,000,000 2,778,036 27,780,360 Capital reduction

September 2009 $3.22 20,000,000 200,000,000 2,948,958 29,489,577
Recapitalization by private 
placement of shares

October 2009 (Note 1) 20,000,000 200,000,000 3,553,464 35,534,639 (Note 1)

October 2009 - 20,000,000 200,000,000 1,623,464 16,234,639 Capital reduction

December 2012 (Note 2) 20,000,000 200,000,000 2,853,718 28,537,180 (Note 2)

December 2012 - 20,000,000 200,000,000 1,525,598 15,255,976 Capital reduction

Note 1 : S.A.C. PEI Taiwan Holdings B.V. converted part of its Subordinated Unsecured Mandatory Convertible Bonds (“MCB”) to    
 common stocks of the Bank on October 6, 2009. The conversion price was NT$6.0049020 after adjustment in accordance  
 with the debenture issuance regulations. S.A.C. also converted the preferred shares that it had held to common stocks of the Bank.

Note 2 : S.A.C. PEI Taiwan Holdings B.V. and GE Capital Asia Investments Holdings B.V.converted all subordinated unsecured 
 mandatory convertible bonds that they had held to common stocks of the Bank on December 27, 2012. The conversion price  
 is NT$13.1436263. 

Unit: 1,000 shares
Base Date: December 31, 2012

Type of 
Share

Authorized Capital

Remarks
Outstanding 

Shares
Un-issued Shares Total

Common 
Share

1,525,598 18,474,402 20,000,000
Listed (1,425,895,000 shares of which 
are un-listed due to private placement)
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2. Composition of Shareholders
Unit: Share, Headcount

Base Date: April 23, 2013

      Composition of 
Shareholders 

Number

Government 
Agencies

Financial 
Institutions

Other 
Corporations

Domestic 
Individuals

Foreign 
Institutions 
& Foreign 

Individuals

Total

Shareholders 4 22 66 30,277 68 30,437

Shares Held 491,788 179,256,907 23,603,931 53,351,532 1,268,893,456 1,525,597,614

Percentage of 
Shareholding(%)

0.03 11.75 1.55 3.50 83.17 100

3. Distribution of Shareholding

(1) Distribution of Common Shares

Unit: Share, Headcount
Base Date: April 23, 2013

Shareholding Bucket No. of Shareholders No. of Shares Held Shareholding (%)

1~999 25,014 4,730,421 0.31

1,000~5,000 3,601 7,506,312 0.49

5,001~10,000 870 5,854,453 0.38

10,001~15,000 318 3,826,798 0.25

15,001~20,000 161 2,805,381 0.19

20,001~30,000 161 4,036,127 0.26

30,001~40,000 74 2,602,335 0.17

40,001~50,000 30 1,329,693 0.09

50,001~100,000 91 6,077,212 0.40

100,001~200,000 48 6,507,965 0.43

200,001~400,000 35 9,805,766 0.64

400,001~600,000 9 4,528,550 0.30

600,001~800,000 3 2,171,127 0.14

800,001~1,000,000 4 3,656,507 0.24

  1,000,001~ 18 1,460,158,967 95.71

  Total 30,437 1,525,597,614 100.00

Note: Face value per share = NT$10 

(2) Distribution of Preferred Stock: None.
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4. List of Major Shareholders
Unit: Share

Base Date: April 23, 2013

Shares
Name of Major Shareholders

No. of Shares Held Shareholding (%)

S.A.C. PEI Taiwan Holdings B.V. 870,926,939 57.09

GE Capital Asia Investments Holdings 276,478,343 18.12

China Development Industrial Bank 103,230,712 6.77

Citibank Taiwan is the custodian trustee for the investment account of GE 
Capital Asia Investments Holdings B.V. 67,111,616 4.40

GE International Inc. 41,746,203 2.74

Shin Kong Life Insurance Co., Ltd. 33,377,332 2.19

Taiwan Shin Kong Commercial Bank Co., Ltd. 21,519,201 1.41

Primasia Securities Company Limited 18,581,000 1.22

Bank Taiwan Life Insurance Co., Ltd. 6,660,046 0.44

Allianz Life Insurance Co., Ltd. 3,996,028 0.26

Note: The above table lists the top 10 shareholders based on percentage of shareholding.

5. Market Price, Net Worth, Earnings and Dividends per Share in Last Two Years

                     Year

Item
FY 2012 FY 2011

Current year up 
until March 31, 2013

(Note 5)

Market Price 
per Share

Highest (NT$) 9.86 9.90 20.50(Note 7)

Lowest (NT$) 5.70 5.02 9.45

Average (NT$) 7.92 6.94 13.56

Net Worth 
per Share

Before Appropriation (NT$) 10.06 7.60 10.43

After Appropriation (NT$) (Note 1) 7.60 (Note 1)

Earnings per 
Share 

Weighted Average Share (Thousand 
Shares)

876,889(Note 6) 1,623,464 1,525,598

Earnings per Share (NT$) 3.30(Note 6) (0.16) 0.34

Dividends 
per Share 

Cash Dividends - - -

Stock 
Dividends

Retained Earnings - - -

Capital Reserve - - -

Cumulative Dividends Undistributed - - -

Return on 
Investment

Price/Earnings Ratio (P/E Ratio)(Note 2) 2.40 (Note 3) (Note 4)

Price/Dividends Ratio (P/D Ratio) - - -

Cash Dividend Yield Rate (%) - - -

Note 1: The net worth per share after appropriation as of March 2013 and year 2012 has not yet been resolved by the shareholders’ 
meeting.

Note 2: P/E ratio= Average closing price per share during the fiscal year / Earnings per share.

Note 3: The earning per share is negative so this is not applicable.

Note 4: The P/E ratio is not applicable as it is less than one year.
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Note 5: As of March 31, 2013, the net worth per share and earnings per share have not been reviewed by a CPA.

Note 6: All of the Bank’s subordinated unsecured mandatory convertible bonds had been converted to common stocks on December 
27, 2012. A capital reduction of NT$13,281,204 thousand for offsetting accumulated losses was completed on December 28, 
2012. The foregoing capital reduction shall apply retroactively to calculation of weighted average shares and earnings per 
share recorded on the opening balance.

Note 7: The listing date of newly issued shares under the aforementioned capital reduction is March 1, 2013.

6. Dividend Policy & Implementation Status

(1) Dividend Policy under the Articles of Incorporation (AOI)

For long-term financial planning, increase of capital adequacy ratio and taking into account the stockholders’ 

needs for cash inflows, the Bank’s annual net incomes, less business income tax and any losses of prior 

years, should be appropriated in 30% as legal reserve and as special reserve booked as a deduction item of 

stockholders’ equity, and the remainder plus unappropriated earnings of prior years should be appropriated in 

80% as dividends to stockholders, and the remaining 20% should be appropriated as follows:

1) 80% as bonus to stockholders

2) 15% as bonus to employees

3) 5% as remuneration to directors

The cash dividends should be at least 10% of the total dividends to be paid / distributed. However, if the cash 

dividend is less than NT$0.1 per share, the entire dividend should be paid in stock. If the cumulative surplus of 

the previous year or the after-tax surplus of the current year is insufficient for the appropriation as shareholders' 

equity deduction, a special surplus reserve of equivalent amount shall be appropriated from the cumulative 

unappropriated earnings of the previous year and none of the earnings should be distributed.

In making this appropriation, the shareholders’ meeting may in consideration of future business needs as well as 

profit and loss, decide not to appropriate any dividend and bonus in full or in part.

In addition, before the legal reserve equals the Bank’s paid-in capital, annual cash dividends and bonuses should 

not exceed 15% of paid-in capital. 

(2) Plan to submit a proposal regarding distribution of dividends to the upcoming shareholders’ meeting: None.
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II. Issuance of Bank Debentures 

Type of Bank Debenture
Subordinated unsecured mandatory convertible bonds 

(by private placement)(Note)

Date & Ref. No. of Official Approval Issued by the 
Competent Authority

FSC approval letter: Jin-Kuan-Yin-(2)-Zi No.09600547240 dated 
December 18, 2007

Issue Date December 28, 2007

Face Value NT$10,000,000 or its multiple

Place of Issue & Transaction Taiwan, R.O.C.

Currency New Taiwan Dollar

Issue Price At face value

Total Amount NT$19.8 billion

Interest Rate
1st and 2nd Year: coupon rate 6%

3rd, 4th and 5th Year: coupon rate 4%

Maturity
5 years

Maturity date: December 28, 2012

Redemption Position Subordinated

Guarantee Agency N/A

Trustee N/A

Underwriter N/A

Certifying Lawyer N/A

Certifying Accountant N/A

Certifying Financial Agency Trust Department of EnTie Commercial Bank

Redemption Method Converted to common shares of Cosmos

Un-redeemed Balance NT$0

Paid-in Capital in Last Fiscal Year NT$19,677,795 thousand

Net Worth in Last Fiscal Year NT$11,893,997 thousand

Execution of Agreement Normal

Clause on Redemption or Early Redemption

Advance repayment, redemption, buyback, purchase or cancellation or 
amendment of all or part of the convertible bonds is prohibited unless 
agreed by the bondholders in writing and approved the competent 
authority beforehand.

Conditions on Conversion & Exchange 

(1) Mandatory conversion: The Bonds will (a) terminate on the maturity 
date or (b) be converted whenever needed to maintain the Bank’s 
capital adequacy ratio at 8% or higher or the Tier 1 capital ratio at 
4% or higher, with the related calculation to include the pro rata 
conversion of holdings on the date of the conversion.

(2) Free conversion: Conversion may be exercised between the 31st day
following the issue date and the maturity date.

Restriction Clause Subordinated debenture
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Type of Bank Debenture
Subordinated unsecured mandatory convertible bonds 

(by private placement)(Note)

Fund Utilization Plan
Enhance capital structure to fund the Bank’s mid- and long-term 
business development and growth

Ratio of the reported issue amount plus the 
balance of already issued and outstanding 

debentures to the net worth in the preceding 
fiscal year (%)

170.80

Whether Counted in Qualified Equity Capital and 
Type of Capital

Yes. Tier 2 capital

Name of Credit Rating Agency, Date and Result of 
Rating

N/A

Note: S.A.C. PEI Taiwan Holdings B.V. and GE Capital Asia Investments Holdings B.V. converted all subordinated unsecured mandatory 
convertible bonds that they had held to common stocks of the Bank on December 27, 2012.

III. Preferred Shares: None.

IV. Issuance of Global Depository Receipts: None.
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V. Employee Stock Option Plan (ESOP)

The subscription status of the unexpired employee stock warrants and impact on shareholders' equity.

Base Date: March 31, 2013

Type of stock option 1st Tranche of stock option 2nd Tranche of stock option

Effective date September 2, 2010 September 2, 2010

Issue (processing) date May 3, 2011 August 29, 2011

Unit issued 37,204,422 shares 19,439,100 shares

Option shares to be 
issued as a percentage 
of outstanding shares 

(%) (Note 1)

2.44 1.27

Duration 2011.5.3~2021.5.3 2011.8.29~2021.8.29

Conversion measures Issuance of new shares Issuance of new shares

Conditional conversion 
periods and percentages 

(%)

Vested schedule
 

                                                 
After 2 years
After 2 years and 6 months
After 3 years
After 3 years and 6 months
After 4 years

Highest ratio 
of share 

subscription 
rights to be 
exercised 

(cumulative)
                              

50
62.5
75

87.5
100

Vested schedule

                                           
After 2 years
After 2 years and 6 months
After 3 years
After 3 years and 6 months
After 4 years

Highest ratio 
of share 

subscription 
rights to be 
exercised 

(cumulative)
                             

50
62.5
75

87.5
100

Exercised shares 0 0

Exercised amount (NT$) 0 0

Number of shares yet to 
be Exercised (Note 2)

26,490,139 shares 13,830,127 shares

Price for those 
unexercised shares (NT$)

15.19 11.67

Unexercised shares 
as a percentage of 

outstanding shares (%) 
(Note 1)

1.74 0.91

Impact on possible 
dilution of shareholdings

After two years of the issuance of the stock option certificate, the share subscription rights can 
then be exercised in the conditional conversion periods stated in the share subscription terms 
and conditions. As such, the original shareholders equity will be gradually diluted year by year, 

but the dilution effect shall be limited.

Note 1: The percentage is calculated by the sum of outstanding shares totaling 1,525,597,614 as of March 31, 2013.

Note 2: The number of shares yet to be exercised excludes those with rights being expired.

Note 3: The base date of the Bank’s capital reduction is December 28, 2012.
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VI. Merger with or Acquisition of Other Financial Institutions: None.

VII. Scope of Business 

1. Business Overview

(1) Major Businesses

A. Deposit and Wealth Management

The Bank acts as an agent accepting deposit in New Taiwan Dollars and foreign currencies and provides 

all types of services catering to customers’ needs for investment and wealth management, including trust, 

wealth management and banking insurance.

B. Consumer Banking

The Bank offers cash card, credit card, personal loans and mortgage loans for clients.

C. Corporate Banking

The Bank provides current financing, mid- and long-term financing for corporations.

D. Foreign Exchange ( “FX” )

The Bank provides FX services including export / import bills financing, foreign exchange, remittance of 

foreign currencies, foreign currency loans and guarantees etc.

E. Other banking-related businesses approved by the competent authority.

(2) Business Portfolio

Unit: NT$1,000

Item FY 2012 FY 2011
Increase (Decrease)

(%)

Net interest 4,259,612 4,053,860 5

Service fee income, net 1,105,019 1,067,369 4

Losses on financial assets and liabilities at fair value 
through profit or loss

(15,372) (93,410) 84

Realized gains on the sale of available-for-sale 
financial assets

53,820 70,372 (24)

Income from equity investments under the equity 
method

43,628 27,536 58

Foreign exchange (losses) gains, net (14,367)  51,487 (128)

Other non-interest gains, net 121,258 87,064 39

Loss on the sale of non-performing loans - (3,368,229) 100

Total net revenues 5,553,598 1,896,049 193
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(3) Overview of Major Businesses 

A. Deposit Business

Unit: NT$1,000

Item

Dec. 31, 2012 Dec. 31, 2011 Increase (Decrease)

Amount
Percentage 

(%)
Amount

Percentage 
(%)

Amount
Percentage 

(%)

Demand Deposit 39,033,732 30.86 37,915,539 33.57 1,118,193 2.95

Time Deposit 87,465,461 69.14 75,020,291 66.43 12,445,170 16.59

Total Deposits 126,499,193 100.00 112,935,830 100.00 13,563,363 12.01

B. Loan Business

Unit: NT$1,000

Item

Dec. 31, 2012 Dec. 31, 2011 Increase (Decrease)

Amount
Percentage 

(%)
Amount

Percentage 
(%)

Amount
Percentage 

(%)

Consumer Banking 60,624,393 70.12 53,621,519 64.98 7,002,874 13.06

Corporate Banking 25,839,664 29.88 28,895,782 35.02 (3,056,118) (10.58)

Total Loans 86,464,057 100.00 82,517,301 100.00 3,946,756 4.78

C. Wealth Management Business

Unit: NT$1,000

Item

FY 2012 FY 2011 Increase (Decrease)

Amount
Percentage 

(%)
Amount

Percentage 
(%)

Amount
Percentage 

(%)

Fee Income on Fund 
Transactions

273,798 40.20 360,023 54.05 (86,225) (23.95)

Fee Income on 
Insurance Transactions

407,244 59.80 306,072 45.95 101,172 33.05

Total 681,042 100.00 666,095 100.00 14,947 2.24

D. Credit Card Business

Unit: NT$1,000; Cards

Item

Dec. 31, 2012 Dec. 31, 2011 Increase (Decrease)

No. of Cards / 
Amount

No. of Cards / 
Amount

No. of Cards / 
Amount

Percentage (%)

Cards in Circulation 536,374 602,072 (65,698) (10.91)

Valid Cards 218,677 243,199 (24,522) (10.08)

Revolving Credit Balance 1,550,822 1,667,930 (117,108) (7.02)
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E. Cash Card Business

Unit: NT$1,000; Cards

Item

Dec. 31, 2012 Dec. 31, 2011 Increase (Decrease)

No. of Cards/
Amount

No. of Cards/
Amount

No. of Cards/
Amount

Percentage (%)

Issued Cards 553,958 569,539 (15,581) (2.74)

Activated Cards 379,225 394,172 (14,947) (3.79)

Loan Balance 20,440,093 22,638,699 (2,198,606) (9.71)

F. FX Business

Unit: US$1,000

Item

FY 2012 FY 2011 Increase (Decrease)

Amount
Percentage 

(%)
Amount

Percentage 
(%)

Amount
Percentage 

(%)

Import 77,502 3.63 40,722 1.93 36,780 90.32

Export 38,236 1.79 28,632 1.36 9,604 33.54

Remittance & Exchange 2,017,655 94.58 2,041,444 96.71 (23,789) (1.17)

Total 2,133,393 100.00 2,110,798 100.00 22,595 1.07

2. Annual Business Plans

(1) Consumer Banking Group

 ‧Rename our cash card as “Flexible Card” and place a marketing focus on accommodating urgent funding 

needs in a flexible and timely manner; use advertising exposure to bring a fresh understanding of cash card 

to the general public so as to create a positive image of the Bank’s cash card; modulate project experience in 

maintaining existing cash card customer groups; continue to segment and explore potential customer groups 

in order to increase drawdown rate and reduce card cancellation by customers.

 ‧Adjust our credit underwriting policies where appropriate, and fine-tune scorecards and risk-based pricing 

models to achieve a well-balanced development among various customer groups; focus equally on asset quality 

and bankwide revenues to satisfy customer demands for working capital.

 ‧Continue to launch credit card promotional campaigns to sustain customer spending and confidence in the 

Bank; organize segment-specific promotions based on customer attributes and roll out assorted offers based 

on types of consumption; boost installment payment business and meanwhile ensure both profitability and 

solid spending from credit card holders. 

(2) Corporate Banking Group

 ‧Realign and divide our corporate banking channels into Large Corporate Loan Center, District Corporate Loan 

Center and Developing Enterprises Loan Center to develop financing services for large-sized, medium-sized 

and small & medium-sized enterprises respectively; determine target industries for loan business and develop 

new products to accommodate all kinds of funding needs. 

 ‧Expand cross-strait banking and crediting business in Renminbi. 
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 ‧Use both internal and external statistics to carry out analyses and incorporate external research on industry 

trends to regularly review and adjust our target industries as well as strategies regarding credit business 

development.

 ‧Continue to expand corporate online banking services, explore multiple selling channels and increase 

operational efficiency so as to provide customers speedy and hassle-free services. 

(3) Branch Banking Group

 ‧Hold internal training courses on a regular basis for our financial consultants to increase their expertise, 

improve selling process and enhance both consulting and planning ability; hold external workshops from time 

to time on investment, wealth management and priority banking services to provide real-time information 

about investment markets; offer wealth management portfolios that suit customer needs so as to revitalize 

customer assets and carve out a larger niche in sales.

 ‧Explore and target new customers through marketing programs such as customer referral and e membership; 

offer high-asset customers diversified and tailor-made services such as tax advice, transfer of assets, consulting 

services regarding legal and tax affairs in everyday life to satisfy clients' wide-ranging demands. 

 ‧ Implement customer experience management to constantly refine our service quality; undertake internal 

process re-engineering to increase efficiency and improve services so as to build up our brand image as a 

professional service provider.

 ‧ Introduce Renminbi-related business and apply for official approval to conduct financial derivatives business to 

meet market demands; enable a prudent control of product risk to provide a diverse range of financial products 

and ensure balanced sourcing of operating incomes.

(4) Global market & Financial Institution Group

 ‧ Increase the scale of cash flows and credit lines with other financial institutions to explore new fields for 

profitability.

 ‧ Improve brand awareness and participate in global syndicated loans with an active approach.

 ‧Enlarge the pool of our FX and bond dealers; elevate the efficiency of asset utilization by flexible financial 

operations.

 ‧Take an active approach to make most appropriate arrangements of asset and liability positions to generate 

more fixed incomes.

3. Market Analysis

(1) Macroeconomic Overview & Outlook

Economic Growth Rate (%)(Note 1)

FY 2012(p) FY 2013(f)

Fiscal 1.26 Fiscal 3.59

Q1 0.59 Q1(f) 3.26(Note 2)

Q2 (0.12) Q2(f) 3.92

Q3(r) 0.73 Q3(f) 3.82

Q4(p) 3.72 Q4(f) 3.34
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Note 1: Source: “National Income and Domestic Economic Outlook” issued by DGBAS on February 22, 2013; (r): Revised figure (p):  
 Preliminary figure (f): Forecast figure

Note 2: The economic growth rate of the first quarter is revised to 1.54% according to the estimates of 2013 Q1 National Income  
 Statistics released on April 30, 2013.

During the first half of 2012, the domestic economy was affected by the Eurozone crisis and global business 

climate, leading to a weaker overall economy and a sluggish export sector. From the second half, however, the 

world economy showed signs of a gradual recovery which assisted export trades to revive its momentum. The 

economic growth in the fourth quarter climbed to 3.72% and the annual economic growth closed at 1.26%. 

Looking at 2013, while the global economy is moving toward stable-paced growth, the demands for electronic 

components of smartphones and tablet computers are expected to help restore the vitality in domestic export 

trades. Also, the consistently improving job market, growing consumer confidence and government’s “Program 

for Strengthening Investment in Taiwan by Overseas Taiwanese Enterprises” to attract capital inflows back to 

the soil shall altogether benefit the local economic growth. According to the forecast released by Directorate 

General of Budget, Accounting and Statistics of Executive Yuan, the economic growth for year 2013 will exhibit 

a quarter-over-quarter increase with a projected annual growth rate of 3.59%.

(2) Business locations

As of December 31, 2012, the Bank has 49 domestic branches, an offshore banking unit (OBU), 6 consumer 

banking centers and 8 corporate banking centers. Our business locations are mainly in the northern region and 

offer a wide range of high-quality financial services. 

(3) Future supply/demand conditions and growth in the market

A. Supply

In view of the highly competitive and saturated banking sector, the keen price competition resulted in thin 

profit margins along with relatively low return on assets. The average return of assets by the domestic banks 

in 2012 is merely 0.68% and the average interest rate spread by domestic banks is 1.42% low according to 

the sources from the Central Bank. With the deregulation of the cross-strait financial market, domestic banks 

may have more opportunities to explore the tremendous market and potential profits in mainland China, and 

yet the branches of Chinese banks will also enter our local competitions to attain part of the current market 

share. Further development of the local financial market still requires continuous observation and responsive 

measures in place to ensure its sustainable business operation and development. 

B. Demand

In 2013, the global economy has begun to recover and is gradually stabilizing, accompanied by an upturn in 

domestic exports. In view of the government’s ongoing implementation of the “Economy Power-up Plan” and 

relevant short-term measures, market demands for working capital are expected to rise accordingly. Overall, 

demands arising from the economic move shall assist the financial services sector to continue its business 

growth or achieve profit goals.

(4) Niches in market competition, advantages/disadvantages regarding business outlook and responsive measures

A. Advantages

 ‧Niche products and higher interest rate spreads as compared with competitors.

 ‧Foreign shareholders with world-class capability, a sound capital structure and the management team of 

excellence and expertise.
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 ‧Advanced human resources and innovation skills to keep rolling out new financial products.

B. Disadvantages

 ‧Operating profits still consisting mainly of consumer banking products and assets risks subject to impact of 

market changes. 

 ‧Smaller size of assets and liabilities and limited room for business development. 

 ‧Few business locations and no overseas branch; limited momentum for reaping profits in the overseas 

markets. 

C. Responsive measures

 ‧Work vigorously to develop mortgage, corporate banking and treasury business so as to diversify 

operational risks. 

 ‧Continue to expand deposits and loan business to enlarge our pool of assets and liabilities. 

 ‧Plan and develop deposits and loans in Renminbi to increase our foreign exchange earnings. 

 ‧Seek strategic partnership to foster a wider and deeper market. 

4. Research on Financial Products and Overview of Business Development

(1) Overview of development of major financial products over the last two years

Please refer to 1. (3) “Overview of Major Businesses”

(2) Expenditures on and results of research and development (R&D) in past two years and future R&D plans

A. Expenditures on Research and Development (R&D) in the past two years

Unit: NT$1,000

Year FY 2012 FY 2011

Amount 41,065 53,137

B. Results of Business Development in past two years

Year 2011

 ‧We completed and launched the first phase of our corporate online banking system, offering corporate 

clients online enquiries/transaction services and providing more marketing platforms for our corporate 

banking products.

 ‧We expanded the functions of our corporate online banking system to satisfy corporations’ assorted 

demands for cash management. 

 ‧We upgraded our FX import/export operating systems to enhance efficiency and effectively control risks.

 ‧To satisfy corporations' and customers' demands for a receiving and paying agent, we set up a “payment 

platform” system to expand our channels of cash flow services. 

 ‧We constructed the Bank as the initiating bank to manage payments and collections under “Automated 

Clearing House” (“ACH”) to achieve a tighter business relationship with our corporate clients and to 

shorten the payment collection process for corporations. 

 ‧We completed the stage scheduled for our brand new official website and internet banking interface. We 

enhanced online banking functions and provided a more user-friendly interface so as to meet customers’ 

demand for “instant access to wealth management.”

 ‧ In light of the fast growing prevalence of smart phones, we are the first among our competitors to launch 

“Cosmos Mobile Payment X-Card” which offers a safe, time-saving option and allow customers to access 

mobile payment services anytime anywhere. We expect to integrate our mobile banking services in 2012 
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and provide a mobile commerce platform that caters to customers’ lifestyle. 

 ‧We promoted the debit function of ATM chip cards and collaborated with participating stores on joint 

marketing campaigns to add more value to our ATM cards.

 ‧We rolled out several term deposit offers in concert with development of wealth management business to 

expand our wealth management customer base.

 ‧We issued a co-branded EasyCard credit card with a built-in EasyCard electronic wallet. We also upgraded 

the system-on-chip that supports proximity, contactless transactions to align with new types of credit card 

payments.

 ‧We launched easy loans, flexible installment loans, instant microenterprise loans, loans exclusively for 

former/existing customers and mortgage loans to meet assorted financing demands from various customer 

segments and microenterprise clients.

Year 2012

 ‧ In October 2012, we completed and launched the second phase of our corporate online banking system, 

delivering a broader array of transaction services for corporate clients so as to accommodate their genuine 

demands for cash management.

 ‧We launched a marketing campaign to promote our “payment platform” and encourage more customer 

groups to use the said service so as to extend our payment gateway services by offering a comprehensive 

range of payment collection solutions. 

 ‧We worked actively to enlarge our pool of New Taiwan dollar and foreign currency deposits by rolling 

out promotions on corporate demand deposits in New Taiwan dollars and time deposits in US dollars. In 

addition, we continued to promote payroll transfer business to expand our customer base.

 ‧We continued to promote our diversified mortgage services including wealth management-linked 

mortgage, super home mortgage and second lien mortgage. 

 ‧We rolled out general loans, loans for quality customers and professionals, promotional offers for excellent 

enterprises and organizations, personal loans bundled with payroll accounts to suit each group’s specific 

funding needs.

 ‧The Bank introduced the “Cosmos Mobile Payment X-Card” and is the first bank officially approved by the 

Financial Supervisory Commission to deliver mobile payment services. Meanwhile, XATM transfer and fee 

payment functions are newly added to enable broader applications of “Mobile Payment X-Card.”

 ‧We completed the planned stage of our “mobile banking system” and extended virtual, hassle-free service 

channels to accommodate customers’ need for mobile banking and convenient access thereto.

 ‧We rolled out a co-branded EasyCard credit card in collaboration with EasyCard Corporation and launched 

the Macaroon Credit Card, which created a marketing buzz. We improved product features and explored 

channels through horizontal alliance in an attempt to boost the number of credit cards in circulation as well 

as card spending.
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C. Future Plans for Research and Development 

Unit: NT$1,000

Annual Plan Current progress
Invested R&D 

expenses
as of April 2013

Estimated R&D 
expenses in 

2013

Estimated 
the 

completion 
date

Key factor affecting 
the success of future 

R&D

CBC interbank funds 
transfer system

Completed 246 - March 2013
In conformity with 

CBC systems

Inclusion of irregularity 
reporting function for 
FX systems

Completed 330 - March 2013
In conformity with 

requirements by the 
requesting units

Enhancement of 
legal collection 
management system

Completed 174 - March 2013
In conformity with 

requirements by the 
requesting units

Revision of Flexible 
Card issuance system 
software

Work in progress 
(80%)

1,344 336 October 2013
In conformity with 

requirements by the 
requesting units

Trade date accounting 
system for bonds

Work in progress 
(70%)

380 285 July 2013
In conformity with 

requirements by the 
requesting units

Accounting system 
for foreign currency 
financial instruments 

Work in progress 
(70%)

6,400 4,800 October 2013
In conformity with 

requirements by the 
requesting units

APPs for mobile 
banking system

Work in progress 
(60%)

- 1,840
November 
2013

In conformity with 
requirements by the 

requesting units

Operation project for 
second generation 
national health 
insurance

Work in progress 
(60%)

640 440 October 2013
In compliance with 
FSC requirements

Trade date revision 
program for foreign 
currency bonds system

Work in progress 
(50%)

- 431
November 
2013

In conformity with 
requirements by the 

requesting units

New CBC-compliant 
reporting functions for 
OBU

Work in progress 
(50%)

500 500
September 
2013

In conformity with 
CBC systems

JCIC system revision 
project requested by 
financial examination

Work in progress 
(50%)

225 225
September 
2013

In compliance with 
FSC requirements

Document image 
system project for bills 
and remittances

Work in progress 
(40%)

2,634 3,616
December 
2013

In conformity with 
requirements by the 

requesting units

Document image 
management system 
for cash card

Work in progress 
(30%)

- 1,580
November 
2013

In conformity with 
requirements by the 

requesting units

Data warehouse 
authorization and 
report upgrade

Work in progress 
(30%)

420 980
November 
2013

In conformity with 
requirements by the 

requesting units

Third phase of 
corporate online 
banking development

Work in progress 
(20%)

3,840 20,660 Year 2014
In conformity with 

requirements by the 
requesting units

RMB cash withdrawal 
at ATMs 

Under discussion 
& planning

- 1,936 June 2013
In conformity with 

requirements by the 
requesting units
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Unit: NT$1,000

Annual Plan Current progress
Invested R&D 

expenses
as of April 2013

Estimated R&D 
expenses in 

2013

Estimated 
the 

completion 
date

Key factor affecting 
the success of future 

R&D

New functions for 
individual negotiation 
and debt settlement 
system

Under discussion 
& planning

- 2,870
November 
2013

In compliance with 
Personal Information 

Protection Act

Credit card merchant 
acquiring business

Under discussion 
& planning

- 2,679 October 2013
In conformity with 

requirements by the 
requesting units

Total 17,133 43,178

5. Long-term Plans for Business Development 

(1) Provide integrated financial services for corporations.

(2) Provide tailored financial services for individuals.

(3) Form a comprehensive system network comprised of profitable service channels.

(4) Continue to expand business scales.

VIII. Employees

1. Composition of Employees

Year 2012 2011 Mar. 31, 2013

No. of Employees 1,813 1,855 1,743

Average Age 37.45 36.37 37.88

Average Length of Service 7.72 7.13 8.18

Education 
(%)

Master 10.59 9.22 11.24

Bachelor 81.03 82.37 80.90

Senior High School 8.11 8.14 7.52

Under Senior High School 0.27 0.27 0.34

2. Employee Code of Conduct or Ethics
To ensure all employees observe a consistent code of conduct, the Bank promulgated the “Work Rules of Cosmos 

Bank,” in which the service rules are clearly defined and disclosed on the front page of intranet for all employees’ 

reference. In addition, we have established another code of conduct for salespersons to abide by. The Code 

provides that our employees should make every effort to achieve efficiency, accuracy and be devoted to their job 

duties on the principles of teamwork, conformity and enthusiasm. Also, all employees should abide by statutory 

requirements and disciplines, and should not engage in improper lending, investments, transactions or ill profits for 
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their own interest or others’. Meanwhile, the Code also stipulates that we have a system to reward employees who 

demonstrate good performance, strive for benefits of the company or prevent embezzlement whereas those who 

violate regulations or commit negligence at work should receive disciplinary actions. Accordingly, the management 

team and all employees have common ground that benefits both the promotion of our business and management 

of the entire organization.

3. Protective Measures for Work Place and Employee Safety

(1) We carried out daily security maintenance in conformity with the standards promulgated by the Financial 

Supervisory Commission and the Bankers Association. Our security system is linked to the police authorities 

and security guards are stationed at respective business units to ensure security. Some security procedures are 

outsourced to professional agents where practically possible. 

(2) “Labor Safety & Health Supervisor,” “Fire Security Administrator” and “Emergency Rescue Officer” are assigned 

to work in branches and offices, and, in the event of any staff relocation, the Bank will assign other dedicated 

staff to attend training and to fill the vacancy immediately. 

(3) We formulated the annual “Employee Safety and Health Management Plan” in accordance with the “Rules of 

Labor Safety and Health” and conducted on-site supervision in branches on an irregular basis to fully review 

suggestions for improving workplace. 

(4) The Bank formulated the “Rules Governing Processing of Official / Bereavement Leaves” to ensure that all 

employees are well looked after.

(5) We joined the Security Maintenance Fund administered by the Bankers Association through which more 

comprehensive protection are provided to employees.

(6) X-ray examination was conducted in November 2012 for employees located in Chungho Office. 

(7) In 2012, we arranged initial and recurrent education & training for Fire Security Administrators.

(8) The Bank prepared 26 articles on occupation safety & health and published them in form of internal e-mails from 

time to time to educate everyone about labor safety & health issues.

(9) During June and December 2012, we carried out testing on the quality of our work environment in all offices 

and received a satisfactory result. 

IX. Corporate Responsibilities and Moral Behavior

1. We care about employee rights
The Bank has launched the “We care about everyone” campaign to encourage our staff to join group activities, 

build up mutual understanding and grow centripetal force. We also encourage all employees to take advantage of 

“family day” and strike a balance between work and family life. Other than providing good welfare benefits for our 

employees, internal regulations governing human resources are in strict compliance with the Labor Standards Act 

and other relevant regulations. We also carry out regular self-audits to ensure effective performance and results.

The Human Resource Management Committee, 4 members of which are from the Union, was established to handle 

issues associated with major influences on employees' rights and benefits.



 

2010  ANNUAL  REPORT   392012  ANNUAL  REPORT   39

In addition, the Bank’s senior management including Chairman, President and Head of Human Resources 

communicate with the representatives of the Union on a regular basis. Whenever there is any issue reported by 

the Union related to employees’ rights, we can always handle the issues in a timely and fair manner, keeping our 

interactions with the Union benign and direct. The Bank also provides channels to facilitate bilateral communication 

(such as holding Cosmos Exchange Employee Townhall Meetings, publishing the quarterly magazine “Cosmos 

Express,” offering email boxes for communication and e-papers). We care about and listen to our employees.

2. Sponsored the 16th “Finance Seminar for University Students Nationwide”
The 16th “Finance Seminar for University Students Nationwide” held by Department of Finance of National Taiwan 

University aim to provide opportunities for students who are interested in the banking and financial sector to gain 

relevant knowledge about finance. As a sponsor of this event, we hope to see accurate financial knowledge take 

root and training programs take place on campus to develop more talents for the financial services field so as to 

bring forth positive, proper influence on the domestic financial environment.  

3. Purchased products manufactured by Fushan Grange as birthday presents for our 
employees 
Fushan Grange is a project hosted by Mrs. Mei-Ling Huang, a retired principal of Fushan Elementary School in Wulai 

District, New Taipei County, to promote the “Education Savings Plan” as a way to encourage the Atayal aborigines to 

plan on savings for their children’s higher education. Fushan Grange is also dedicated to promoting local agriculture, 

reducing imports, sustaining national interests, supporting local produce, maintaining a clean environment and 

nourishing our ecology. We have been purchasing Fushan Grange’s produce as birthday gifts for our employees. We 

hope the success of the “Education Savings Plan” will help more aboriginal children receive complete education and 

draw public attention to the education problems faced by the aboriginal children.

4. Held the “2012 Young at Heat Lollipops- Dream Building Project by Cosmos Bank/
United Way of Taiwan” in collaboration with United Way of Taiwan
As low birth rate and aging population is becoming a serious problem nowadays, United Way of Taiwan (UWT) 

introduced the “Aging 360” service concept, which aims at generation integration and living quality improvement 

for elders. To deepen the root of the “Aging 360” concept, the Bank partnered with United Way of Taiwan for 

the second consecutive year to organize the “Aging 360 - Dream Building Project by Cosmos Bank/United Way of 

Taiwan”. With a total prize of NTD 320,000, we encourage university and college students nationwide to team up 

and deliver various creative ideas about how to help elders regain their social participation. 

Aspiring to become a helpful neighbor to the local communities, the Bank held the aged care events not only to 

draw public attention to the aged care issues but also to encourage the youngsters to show their care for elders and 

our society by broadening their vision.

5. Provided “Free Healthcare Clinic and Cancer Screening” in conjunction with National 
Taiwan University Hospital
On April 10 and April 11, 2012, the Bank organized the “care for our neighbors” campaign and provided free 

healthcare clinic for coach drivers and passengers at Kuo-Kuang Highway Coach West Terminal A and B. Considering 

that coach drivers often work overtime due to rotating shifts and suffer from driver fatigue from time to time, we 

joined National Taiwan University Hospital in holding the “care for our neighbors” campaign and arranged free health 

clinic to demonstrate our care for driver health and passenger safety. By organizing the free clinic event, we hope 

that more people and those in need can benefit from high-quality health examinations provided by National Taiwan 

University Hospital, and help them embrace a truly beautiful life by placing equal emphasis on wealth and health.
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6. Sponsored the 4th AIESEC Youth Influence Forum
Talent training and development is essential to national constructions. We sponsored the 4th AIESEC Youth Influence 

Forum as part of our efforts to raise public awareness and promote more interaction and communication between 

the current and future leaders. We hope such initiative can help pass down valuable experience from senior leaders 

to future generations so as to bring a global perspective and broad vision to a greater number of youth across 

Taiwan and thereby create positive influence on the society.   

X. Labor - Management Relations

1. Employee Welfare, Retirement Policy and Implementation, Agreements between 
Labor and Management, Measures for Securing Employees' Benefits and 
Implementation

(1) Welfare Benefits for Employees and Implementation

To build a good relationship between labor and management and to strive for mutual benefits, we offer the 

following welfare for our employees: higher deposit rates for employees, discounts on fee charge of financial 

products, bankers blanket insurance, labor insurance, national health insurance and group insurance (including 

regular life insurance, accident insurance and medical insurance- all subsidized by the Bank), and contracted and 

qualified doctors working in shifts to offer on-site medical consultation, health check, event subsidy, habiliment 

for every employee as well as uniforms. In addition, we organized the Employee Welfare Committee pursuant to 

related laws to take charge of planning welfare matters for everyone with the pool of welfare funds appropriated 

by the Bank. On the other hand, the “We Care” Team also holds several meetings to interact with our employees 

and listen to their opinions to facilitate bilateral communication. We also provide birthday leave, birthday gifts, 

subsidies for department gatherings, and year-end banquet. 

(2) Retirement Policy and Implementation

The Bank’s retirement system is operated in accordance with the Labor Standards Acts and pertinent regulations 

of labor pensions.

(3) Agreement between Labor and Management

 ‧The established Human Resources Management Committee and Pension Committee consist of representatives 

from both the Union and the Bank to jointly attend meetings and participate in management.

 ‧The Bank is communicating intensively and regularly with the representatives of the Union based on the 

Collective Bargaining Agreement in the hope of achieving a consensus to further safeguard the rights of all our 

employees. 

(4) Key Talent Retention Program

We launched a Key Talent Retention Program to meet our business demands. Employees eligible for this 

program should be nominated and then approved by the President. Qualified employees may lodge a resignation 

application between April 1, 2012 and June 30, 2013 and two months prior to the resignation effective date. 

Severance pay is calculated by service years until June 30, 2010. Qualified employees will receive a 2 months’ 

average wage for each service year. An employment period of less than 6 months will be calculated as 6 months, 

and a period that is equal to or more than 6 months is counted as one service year. Service years after July 1, 

2010 are not counted in calculation of severance pay. 
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2.  Any losses incurred from disputes between labor and management for the year ended 
2012 and as of the printing date of this annual report, and disclosure of current and 
projected losses and countermeasures:
With respect to the disputes over the calculation of average wage for certain former employees’ severance pay, the 

litigation process has been completed and related lawsuits were successfully settled.

XI. Important Contracts

Nature of 
Contract

Counterparty
Effective and 

Termination Date of 
Contract

Major Contents Restriction Clause

Services 
Outsourcing 
Contract

International Business 
Machines Corporation 
(IBM), Taiwan

10 years from the 
effective date of this 
contract(2012.10.31)

Outsourcing services include data 
processing center operations, 
maintenance and enhancement 
of application systems, internet 
management, information desk 
for system management and 
onsite supports, disaster recovery 
services, project management 
office and service level 
management. 

-
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XII. Risk Management 

1. Organizational Framework of Risk Management

The risk management of the Bank aims at creating an optimal balance between risks and returns, facilitating the 

development of sound businesses and maximizing the interest of our shareholders. The organizational framework 

of risk management consists of the Board of Directors, the Risk Committee, the Risk Management Committee, the 

Asset and Liability Management Committee (ALCO), the Credit Committee, the Risk Management Department, the 

Audit Department, the Legal Department, the Credit Administration Group and credit underwriting units thereunder 

and various business administration units.

The Board of Directors is ultimately responsible for bank-wide risk management. Under the Board sits the Risk 

Committee consisting of directors appointed by the Board to supervise risk management on behalf of the Board. 

Authorized by the Board of Directors and the Risk Committee, the President and business related committees 

thereunder are responsible for formulating regulations governing identification, evaluation, disclosure, reports, 

monitoring and mitigation of various risks, as well as relevant operating procedures and internal control systems 

to ensure risk management policies are duly followed and implemented.The Risk Management Department 

is independent of business units to monitor credit, market, operational, liquidity and other risks through the 

implementation of risk identification, measurement, disclosure and reporting mechanisms under the Basel Accord. It 

also periodically generates various risk management reports for the senior management’s decision-making process. 

The Legal Department is responsible for the implementation of legal risk management and regulation compliance 

process. All business units under the President are responsible for the enforcement of risk management policies 

and the establishment of proper internal control procedures and SOP within their job responsibilities, as well as 

to support the implementation of various risk management projects for business needs. The Audit Department is 

in charge of auditing the compliance of internal and external regulations and the enforcement of internal control 

systems by every department.

2. Risk Management Policy

(1) The pursuit of long term sustainable operation is the goal of the Bank’s risk management; we refer to the best 

practices of the Basel Accord to develop a comprehensive risk assessment framework and capital adequacy 

management to ensure the Bank meets the minimum statutory capital requirements to withstand the impacts on 

capital under various stress scenarios.

(2) The Bank’s lending strategy aims to balance profitability and risk diversification. Our credit portfolios are divided 

equally among qualified retail loans, corporate loans and mortgage business. We segment customers into 

different risk grades to maintain the overall credit risk within an acceptable range. Besides, the Bank aggressively 

reinforces its debt claims on lending to small & medium enterprises (SME) by leveraging the Small & Medium 

Business Credit Guarantee Fund (SMEG) to mitigate the impacts of customers’ default risk and to save risk-based 

capital. In addition, the Bank is committed to the improvements of credit underwriting and review processes, the 

collateral management, the development and application of risk management tools, and the enhancement of 

credit risk management systems with the objective to effectively balance asset quality and returns on risk.

(3) Liquidity, security and profitability are the major objectives of our asset and liability management. In addition 

to reviewing and analyzing the maturity structure of assets and liabilities on a regular basis to dynamically 

maintain the funding gaps in proper levels. The Bank sets various interest rate risk limits to monitor and mitigate 

the impacts on its cost of fund and profitability by the fluctuations in market rates. While the ceilings and 

management procedures on investment in financial instruments are established, we use various market risk 
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sensitivity indicators including value at risk (VaR) limits and stress testing to monitor risk exposure and profits & 

losses so as to prevent our investment positions from undertaking excessive risks caused by the fluctuations in 

market prices.

(4) The Bank establishes guidelines, disciplines and reward / punishment measures to duly implement risk 

management culture on a bank-wide level. Every business has set up SOP to enhance the internal control and 

IT systems, and for the timely and accurate reporting of risk information. In addition, the Bank monitors and 

routinely reviews operational risks through early warning mechanisms consisting of risk appetites, key risk 

indicators, and operational risk / loss events so that corrective measures can be taken in time.

3. Risk Measurement Standards

(1) Credit Risk: The Risk Management Department reports to the Risk Management Committee, the Risk Committee 

and the Board of Directors on a regular basis the portfolio risk management, presenting the assessment of credit 

risk indicators and the reviews of risk management performance, including the trend of delinquency indicators 

and credit losses to keep monitoring the changes in asset quality. Assessments of credit risk capital requirement 

and stress testing are also being carried out regularly.

(2) Operational Risk: In the event of any operational risk events, all units should report through the Operational Risk 

Event Reporting System pursuant to the procedures based on the classification of operational risks and the types 

of loss events stipulated in the Basel Accord. By doing so we are able to completely collect the operational risk 

events for the assessment, analysis and monitor of operational risks. We can also understand the appropriateness 

of current operating processes, IT systems and staff training and to take measures for improvement. Through 

self-assessment of risk and control, the Bank identifies, evaluates and measures the major risks and control points 

of each internal unit to analyze, discuss and determine key risk indicators for the purpose of further monitoring, 

reporting or information disclosure. 

(3) Market Risk: Market risk management report covers fluctuations of risk on trading and banking books, with risk 

indicators including positions by notional amounts, fair market value, sensitivity indicators and VaR. 

(4) The management of financial derivatives is based on the Bank’s “Guidelines for Conducting Financial Derivatives 

Transactions” to process relevant matters including risk assessment and information disclosure.

(5) Liquidity Risk Management: Other than periodical evaluation and reporting of liquidity management information 

to the competent authorities, the Bank regularly monitors the trend of liquidity ratios, reviews the stability of all 

funding sources and assesses the projected changes in liquidity positions, and based on which to adjust long & 

short term asset allocation or funding strategies. 

(6) Analysis of Interest Rate Sensitivity: In addition to routinely evaluating and reporting the analyses of interest rate 

sensitivity to the competent authorities, we periodically assess the impacts of interest rates movement on our 

earnings and economic value on the balance sheet as a reference to adjust our asset and liability management 

strategies. 

(7)Assets and Liabilities Maturities Analysis: We regularly analyze the maturity structure of assets/ liabilities, monitor 

gap limits and report gap-related information to the competent authorities. In addition, periodical assessments of 

the stability and diversification of deposits are carried out with indicators including early termination rates, trends 

of renewal rates, dependency on large deposits and the percentage of deposits covered by insurance, etc. which 

are also reference of liquidity management strategies. 
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4. Qualitative & Quantitative Information on Various Risks

(1) Credit Risk Management System and Capital Requirement

A. Credit Risk Management System

Item Content

1. Credit Risk 
Management 
Strategies, Targets, 
Policies and Procedures

(1) Management Strategy

For loan business, we continue to pursue a well-balanced development between consumer 
banking, mortgage, and corporate banking. Also, we make every possible effort to enhance 
our core profitability and improve asset quality. On consumer banking, we aim to accelerate 
growth of personal loan balance and promote microenterprise financing projects while 
maintaining the size of cash card and credit card business. As to mortgage loans, we are 
careful in choosing good-quality, high-asset customers and at the same time we cement 
relations with existing customer groups. In respect of corporate banking, our corporate 
lending policy lays equal focus on large-sized, medium-sized and small & medium-sized 
enterprises. We actively expand foreign exchange loans and cross-strait banking business 
in order to reinforce our corporate lending structure and size of credit portfolios. In 
addition, we continuously strengthen investment and crediting relations with other financial 
institutions, participate in global syndicated loans and source more offshore financing 
opportunities.
Moreover, we aggressively explore niche markets by leveraging our capability of developing 
and applying credit risk models. We carry out accurate evaluation of customers’ risk grades, 
insolvency and credit spreads to select target customers so as to achieve business growth, 
boost profits and ensure risk control.

(2) Management Objectives

The objectives of our credit risk management are to reasonably identify, evaluate, disclose 
and effectively monitor bankwide credit risk. We also adjust our credit risk structure by 
taking into account changes in overall economic environment so as to ensure the risk 
undertaken by our credit portfolios remains within the Bank’s risk appetite.

(3) Management Policy

The purposes of credit risk management policy are to establish a series of standardized 
monitoring and controlling procedures for the identification, measurement, disclosure and 
reporting of credit risk, including the credit standards for target customers, underwriting 
procedures, loan approval / rejection procedures, procedures for approving exceptional 
cases, risk monitoring and management, credit review, management of non-performing 
loans, and the requirements and administration of document / information. 

(4) Management Procedures

Responsible units carry out the following management procedures in accordance with the 
preceding credit risk management policy:

a. Credit Check and Assessment
We request necessary proof documents in accordance with the target customer credit 
standards to select clients correctly and to maintain the portfolio quality within an 
acceptable range. 

b. Loan Approval

The authorized credit approvers may grant credit lines to qualified customers who 
pass credit check and assessments under the Bank’s credit limit structure and credit 
authorization system.

The Bank organizes its credit limit structure and credit authorization system in compliance 
with the Banking Act and other relevant statutory regulations on credit ceilings extended 
to an individual counterparty, the same related enterprise / group, stocks as collateral, 
and credit risk tolerance by industry or by country / region. We regularly review the 
authorized limits granted to each credit approver based on their individual expertise and 
status of asset quality control.

Fiscal Year 2012
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Item Content

c. Interim and Follow-up Credit Management

For corporate banking, we keep closer watch on the financial status of borrowers 
through the account officer system and periodic credit review. We also carry out regular 
risk assessment reports on credit portfolios and set up an early alert mechanism to take 
preemptive measures in response to any change in the economies and asset quality 
so as to realign our strategies on business development. As to consumer banking, we 
track and monitor changes in asset quality through regular assessment of asset quality. 
In addition, problem loans are under centralized management supported by IT systems, 
application of analysis models and regular reviews to improve debt recovery rate and 
expedite the collection of non-performing debts.

d. Risk Report and Information Disclosure

Risk Management Department is responsible for measuring risk and preparing a monthly 
/ quarterly risk management report which covers assessment of risk management 
indicators and risk-based capital requirements. The reports are submitted to Chief Risk 
Officer, Risk Management Committee/ President, Risk Committee and the Board of 
Directors.

e. Development, Application and Validation of Risk Information System

To effectively assess customers’ default risk, we undertake intensive development 
of quantitative risk assessment models for reference when making decisions on 
credit extension. We have devised the credit scoring models by product category 
and characteristics of borrowers for selection of new clients, risk-based pricing and 
management of credit lines. We also apply analysis of customer behavior models to 
develop debt collection strategies for delinquent loans. To enhance the effectiveness 
of our credit assessment and consistency of underwriting standards, the Bank built up 
an electronic credit assessment system to elevate its operational efficiency and level of 
electronic information processing as well as improvement on quantitative models.

We have periodic validation mechanism for risk assessment models. The analysts who 
are not the developers are responsible for validating effectiveness of a model to evaluate 
whether the model performs well and make modification where required.

2. Organization and 
Framework of Credit 
Risk Management

The Board of Directors is ultimately responsible for credit risk management. Under the Board 
sits the Risk Committee comprised of directors appointed by the Board to supervise risk 
management on behalf of the Board. Under the President are the Risk Management Committee 
and the Credit Committee which take overall charge of planning, review, implementation 
and monitoring of bank-wide risk management infrastructure and system operations. The 
Risk Management Department is responsible for implementing risk management policies 
and procedures and generating risk management reports for the Chief Risk Officer, Risk 
Management Committee / President, Risk Committee and the Board of Directors on a regular 
basis. The underwriting units perform credit check and assessment based on the credit 
criteria established for our target customers which are set up in the underwriting policies. In 
addition, credit authorities are delegated to credit officers of various levels based on the Banks’ 
“Guidelines Governing the Delegation of Credit Authority”. 

Through a collegiate system, the Credit Committee deliberates on important loan applications 
involving large credit lines by reviewing the proposed credit limits, terms and conditions in 
order to assure the overall asset quality. 

The Bank also establishes guidelines on credit review / renewal to re-examine the loan 
disbursement procedures so as to ensure the credit underwriting system and policies are fully 
observed.

3. Scope and 
Characteristics of 
Credit Risk Reporting 
and Measurement 
System

To ensure the Board of Directors is fully aware of the Banks’ credit risk profile, the Risk 
Management Department reports regularly to the Risk Management Committee, the Risk 
Committee and the Board of Directors on assessment of credit risk indicators and review of 
risk management performance, including risk asset portfolios, delinquency and loss ratios, and 
evaluation of capital adequacy in order to monitor the changes in credit asset quality.
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Item Content

4. Policies on Credit Risk 
Hedging or Mitigation, 
and Strategies 
and Procedures 
for Monitoring 
the Continuing 
Effectiveness of 
Risk Hedging and 
Mitigation Instruments

The Bank's strategies on credit risk hedging or mitigation are evaluated based on the risks 
associated with the borrowers and transactions. Qualified collateral with good liquidity and 
sufficient value or guaranty provided by credit guarantee institutions (such as SMEG) are used 
to enhance the security. Financial derivatives are not utilized by the Bank as an instrument to 
mitigate credit risks for the time being. Regarding risk hedging and monitoring, we demand 
compulsory legal documents and verify their validity on contract signing. In addition, we 
conduct on-site inspections of collateral routinely, and re-appraise collateral value when 
necessary in order to determine whether additional collateral or credit line adjustment is 
needed.  

5. Approach for  Official 
Capital Requirement

Based on “Calculation Method and form for Equity Capital and Risk Weighted Assets of Banks 
- The Standardized Approach for Credit Risk”

B. Credit Risk Exposure and Capital Requirement after Risk Mitigation based on the Standardized Approach

Unit: NT$1,000
Base Date: March 31, 2013

Types of Exposure
Exposure after Risk 

Mitigation
Capital Requirement

Sovereign Countries 36,790,102 -

Non-central Government Public Sectors - -

Banks (including multilateral development banks) 7,234,416 207,378

Enterprises (including securities and insurance firms) 24,307,824 1,919,263

Retail Debts 55,162,422 3,233,697

Real Estate for Residential Use 21,940,115 1,267,618

Equity Investment 531,453 170,065

Other Assets 17,202,605 1,295,322

Total 163,168,936 8,093,343

(2) Asset Securitization Risk Management System, Exposure, and Capital Requirement

The Bank did not act as an originator, or as a credit enhancement provider for any asset securitization case. Nor 
did it have any investment in asset-backed securities.
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(3) Operational Risk Management System and Capital Requirement

A. Operational Risk Management System

Fiscal Year 2012

Item Content

1. Operational Risk
Management 
Strategies and 
Procedures

The Bank’s operational risks are defined as risks associated with misconduct or errors caused 
by internal operations, personnel and systems, or risks resulted from external events that 
incur losses to the Bank. Operational risk includes legal risk but exclude strategic risk and 
reputational risk. 

To effectively manage operational risks, the Bank has set up a prudent internal control system 
and standard operational procedures for routine businesses. We have also designed reviewing 
mechanisms and IT systems for risk control. We construct internal audit systems and perform 
self-audit on regular basis or randomly, and perform analyses of risk events to verify and 
review the recorded operations of the said mechanisms and the effectiveness of the system. 
Furthermore, the Bank establishes emergency recovery plans and remote back-up systems in 
conformity with the competent authorities’ requirements to lower the potential losses due to 
major accidents and to ensure the Bank’s continual operation.

For non-routine businesses and new products / businesses, by segregation of duties we 
perform full assessment and identification of risks beforehand, and proceed with continuous 
(follow-up) monitoring and necessary review / revision afterward to ensure all operational risks 
involved are being assessed and monitored appropriately.

For outsourced businesses, the Bank follows the competent authorities’ requirements and 
audits the entrusted vendors for relevant operations in accordance with internal policy to 
ensure the compliance with internal and external regulations and to protect the interests of 
the Bank and its customers. 

The Bank also puts great emphasis on entrenching and implementing risk management 
culture. We continue to educate and train our employees to elevate their professional skills, 
knowledge and understanding of laws / regulations so that they can competently perform 
their jobs.

2. Organization and 
Framework of 
Operational Risk 
Management

The Board of Directors is ultimately responsible for operational risk management. Under the 
Board sits the Risk Committee consisting of directors appointed by the Board to supervise 
risk management on behalf of the Board. Under the President lies the Risk Management 
Committee which takes overall charge of planning, review, implementation and monitoring of 
bank-wide risk management infrastructure and system operations.

With respect to the current organizational framework of operational risk management, 
the administration units of head office are responsible for implementing related operating 
procedures to enforce the internal control systems and to monitor operational risk. All 
units shall report operational risk events in accordance with the required procedures. The 
administration units of head office will then supervise the improvement measures and ensure 
they are being implemented effectively by each unit in order to control the operational risk 
events or losses repeat.

The Legal Department is responsible for the planning and implementation of legal risk 
management and legal compliance system of the Bank. The Audit Department is in charge of 
independent auditing to ensure all business guidelines are being duly observed.

To enhance our operational risk management and to be in compliance with the supervisory 
requirements for Pillar II under the Basel Accord, the Bank has not only set up a dedicated 
unit to manage operational risk but also established standardized supervisory / controlling 
methods and internal guidelines for the identification, measurement, disclosure and reporting 
of operational risks. Risk management reports are submitted to the Chief Risk Officer, the Risk 
Management Committee / the president, the Risk Committee and Board of Directors on a 
regular basis. 
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Item Content

3. Scope and 
Characteristics of 
Operational Risk 
Reporting and 
Measurement System

The Bank has set up bank-wide guidelines on operational risks reporting based on business 
categories and types of loss events defined in the Basel Accord. All units should report 
operational risk events pursuant to the required procedures so that we can understand the 
appropriateness of current operating procedures, IT systems and staff training, and to propose 
and implement measures for improvement. 

The Bank has been carrying out Risk and Control Self-Assessment (RCSA) across all units 
and trough a step-by-step, comprehensive review to confirm whether operating procedures 
and control points are properly established. We also set up key risk indicators (KRI) for major 
operations of business units as well as bank-wide in order to tighten the control of operational 
risk and construct an effective early warning mechanism.

4. Policies for Operational 
Risk Hedging 
or Mitigation, 
and Strategies 
and Procedures 
for Monitoring 
the Continuing 
Effectiveness of 
Risk Hedging and 
Mitigation Instruments

In compliance with the competent authorities’ regulations and based on our internal analysis, 
the Bank acquires insurance coverage (e.g., bankers blanket insurance, accident insurance 
and fire insurance) to mitigate the operational risks that might cause major loss impacts to 
the Bank. We also enhance our capability in evaluating, monitoring, and improving risks so 
as to ensure the risks undertaken by the Bank are within an acceptable range and to provide 
important reference for re-alignment of our risk management strategy.

5. Approach for Official 
Capital Requirement

The Bank adopts the Basic Indicator approach to calculate the capital requirement for 
operational risk.

B. Capital Requirement for Operational Risk       Unit: NT$1,000

Base Date: March 31, 2013

Fiscal Year Operating Gross Profit Capital Requirement

2012 5,516,711

-2011 5,207,575

2010 5,804,727

Total 16,529,013 826,451

(4) Market Risk Management System & Capital Requirement

A. Market Risk Management System

Fiscal Year 2012

Item Content

1. Market Risk Management   
Strategies and 
Procedures

To enhance the bank-wide communication and integration of market risk information, and 
to control the negative impacts from expected or unexpected incidents on our capital or 
earnings, the Bank not only follows statutory regulations, but also sets up limits for nominal 
positions and VaR based on each year’s budget, earning target and business development 
plan. The proposed limits for the trading positions of the Treasury Department shall be 
reported to the Board of Directors to seek approval whereas sensitivity limits and stop-loss 
limits require review and approval from the ALCO.

The Settlement Department evaluates the profits and losses derived from the held positions 
on a daily basis. The Risk Management Department performs day-to-day monitoring of risk 
exposure and regular stress tests to prevent the Bank from undertaking excessive risk caused 
by the fluctuations in market prices, and reports to the senior management and the Risk 
Management Committee on a regular basis.
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Item Content

2. Organization and 
Framework of Market 
Risk Management

The Board of Directors is the ultimately responsible for market risk management. Under 
the Board sits the Risk Committee which consists of directors appointed by the Board to 
supervise risk management on its behalf. Under the President are the Risk Management 
Committee and the ALCO which take overall charge of planning and implementing market 
risk management infrastructure and operating systems.

The Risk Management Department is responsible for assisting the Risk Management 
Committee and the ALCO in setting up market risk management policies and their 
amendments, as well as implements the approved framework of market risk management 
for the identification, measurement, disclosure and reporting of market risks.

The Treasury Department reports to the ALCO on management of bank-wide assets and 
liabilities on a monthly basis. 

The Settlement Department is responsible for the daily monitoring of traded positions and 
investment limits. 

The Audit Department is in charge of providing independent assessment of the Bank’s risk 
management procedures.

3. Scope and Characteristics 
of Market Risk Reporting 
and Measurement 
System

The scope of our market risk measurement mainly covers the positions in the trading book 
which are classified into three major categories including interest rate, foreign exchange and 
equity securities sorted by their risk characteristics. The Bank established a VaR measurement 
system for each category in order to monitor potential impacts of market price fluctuations 
on the positions held by the Bank. Also, to enhance liquidity of the held positions, the 
Bank has set up indicators to monitor turnover limits so as to adjust relevant risk strategies 
in a timely manner. For assets and liabilities on the banking book, the Bank quantifies 
the potential impacts of interest rate fluctuations on our economic value and earnings 
on accounting book based on interest rate sensitivity gaps. The Bank also sets up limit 
management targets for reference of planning strategies on asset and liability management. 
The Risk Management Department communicates with the business administration units 
on exposure quantification and compliance with risk limits regularly in order to enhance our 
communication on risk information and early warning effects. In addition, it reports market 
risk management, including implementation of policies and measurement of risk exposure, to 
the Risk Management Committee/President, the Risk Committee and the Board of Directors.

4. Policies for Market Risk 
Hedging or Mitigation, 
and Strategies and 
Procedures for 
Monitoring the 
Continuing Effectiveness 
of Risk Hedging & 
Mitigation Instruments

The purpose of hedging is to prevent the Bank from suffering the underlying risks associated 
with the held assets, liabilities or trading positions. Before entering a hedging transaction, 
we evaluate our risk exposure on assets or liabilities and assess risk mitigation against risk 
effectiveness.

5. Approach for Official 
Capital Requirement

Based on “Calculation Method and form for Equity Capital and Risk Weighted Assets of 
Banks - The Standardized Approach for Market Risk”.

B. Capital Requirement for Market Risk
Unit: NT$1,000

Base Date: March 31, 2013

Types of Risk Capital Requirement

Interest Rate Risk 4,421

Equity Securities Risk 45,548

Foreign Exchange Risk 83,523

Commodities Risk -

Total 133,492
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(5) Liquidity Risk

A. Maturity Analysis of Assets and Liabilities 

a. Maturity Analysis of Assets and Liabilities-NTD

Unit: NT$1,000
Base Date: March 31, 2013

Total
Remaining Period to Maturity

0-10 days 11-30 days 31-90 days 91-180 days 181 days-1 year Over 1 year

Major Capital 
Inflow on 
Maturity

143,524,431 13,847,512 23,523,401 11,437,847 11,645,160 17,080,197 65,990,314 

Major Capital 
Outflow on 
Maturity

170,073,880 9,151,494 11,593,907 24,532,623 29,709,974 44,955,743 50,130,139 

Gap (26,549,449) 4,696,018 11,929,494 (13,094,776) (18,064,814) (27,875,546) 15,860,175 

Note: The above amounts included only New Taiwan dollar amounts held by the head office and domestic branches of the Bank.

b. Maturity Analysis of Assets and Liabilities-USD
Unit: US$1,000

Base Date: March 31, 2013

Total
Remaining Period to Maturity

0-30 days 31-90 days 91-180 days 181 days-1 year Over 1 year

Major Capital 
Inflow on 
Maturity

386,942 112,649 33,277 24,213 2,500 214,303

Major Capital 
Outflow on 
Maturity

380,628 48,490 75,506 50,990 104,618 101,024

Gap 6,314 64,159 (42,229) (26,777) (102,118) 113,279

Note: The table includes assets and liabilities denominated in USD held by head office, domestic branches and Offshore Banking Unit 
(OBU).

B. Method of Liquidity Management: The Bank manages liquidity risk in accordance with “Directions for 

Auditing Liquidity of Financial Institutions.” The annual liquidity reserve for year 2012 was 19.74%, which is 

higher than the statutory ratio of 10%.

XIII. Privately Placed Securities 

1. On November 23, 2012, the first extraordinary stockholders’ meeting approved to issue common shares by private 

placement within a total of 100 million shares.

2. As per resolution of the 7th Term 37th Board of Directors Meeting on April 12, 2013, the common stock under the first 

private placement is priced at NT$13.93 per share.
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XIV. Audit Committee Report of the 2012 Annual Financial Report 

Statement by Audit Committee

2013 Annual Stockholders’ Meeting 

Cosmos Bank, Taiwan: 

The business report, financial statements, and proposal of profit or loss appropriation for the year 2012 were 

prepared by the Board of Directors. The abovementioned business report, financial statements and proposal of 

profit or loss appropriation, after examined by the Audit Committee of the Bank, are deemed to fairly present and 

conform to the financial status of Cosmos Bank. This report is hereby issued in accordance with Article 14-4 of the 

Securities and Exchange Act and Article 219 of the Company Act.

Cosmos Bank ,Taiwan

Independent Director: 

Lin Hsien-Lan

Wang Wen-Yu

Lin Hsiou-Wei
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Office / Branch Phone Number Address

Head Office 886-2-2701-1777 No.364, Sec. 1, Dunhua S. Rd., Da'an Dist., Taipei City 106, Taiwan

Head Office-Taipei 101 886-2-2176-9068 Rm. A, 21F., No.7, Sec. 5, Xinyi Rd., Xinyi Dist., Taipei City 110, Taiwan

Head Office-Chungho 886-2-8023-9077
2F. & 3F. & 5F., No.188, Jingping Rd., Zhonghe Dist., New Taipei City 235, 
Taiwan

Head Office-Treasury 886-2-2173-1958
5F., No.224, Sec. 3, Nanjing E. Rd., Zhongshan Dist., Taipei City 104, 
Taiwan

Head Office-Banking 
Business Dept.

886-2-2701-1777 No.364, Sec. 1, Dunhua S. Rd., Da'an Dist., Taipei City 106, Taiwan

Head Office-Trust 
Operation

886-2-2232-2499 2F., No.200, Jingping Rd., Zhonghe Dist., New Taipei City 235, Taiwan

Head Office-International 
Banking

886-2-8023-9077 2F., No.200, Jingping Rd., Zhonghe Dist., New Taipei City 235, Taiwan

Chiencheng Branch 886-2-2555-7777 No.70, Sec. 1, Chengde Rd., Datong Dist., Taipei City 103, Taiwan

Chunghsiao Branch 886-2-2778-1277 No.270, Sec. 4, Zhongxiao E. Rd., Da'an Dist., Taipei City 106, Taiwan

Sanchung Branch 886-2-2981-2233
No.192, Sec. 3, Chongxin Rd., Sanchong Dist., New Taipei City 241, 
Taiwan

Taichung Branch 886-4-2328-3331
No.160-1, Sec. 1, Taichung Port Rd., West Dist., Taichung City 403, 
Taiwan

Tainan Branch 886-6-226-8777 No.351, Sec. 2, Ximen Rd., West Central Dist., Tainan City 700, Taiwan

Kaohsiung Branch 886-7-336-7977 No.80, Siwei 3rd Rd., Lingya Dist., Kaohsiung City 802, Taiwan

Chengtung Branch 886-2-2778-8777 No.224, Sec. 3, Nanjing E. Rd., Zhongshan Dist., Taipei City 104, Taiwan

East Taipei Branch 886-2-2570-5777 No.160, Sec. 4, Nanjing E. Rd., Songshan Dist., Taipei City 105, Taiwan

Panchiao Branch 886-2-2259-7767 No.15, Sec. 3, Minsheng Rd., Banqiao Dist., New Taipei City 220, Taiwan

Taoyuan Branch 886-3-339-7779 No.80, Nanhua St., Taoyuan City, Taoyuan County 330, Taiwan

Chungli Branch 886-3-427-2777 No.13-1, Zhongyang E. Rd., Zhongli City, Taoyuan County 320, Taiwan

North Kaohsiung Branch 886-7-346-3677 No.878, Minzu 1st Rd., Sanmin Dist., Kaohsiung City 807, Taiwan

Hsinchuang Branch 886-2-2277-6377 No.331, Siyuan Rd., Xinzhuang Dist., New Taipei City 242, Taiwan

Chungcheng Branch 886-7-241-1777 No.151, Zhongzheng 4th Rd., Qianjin Dist., Kaohsiung City 801, Taiwan

Yuanlin Branch 886-4-833-9777 No.266, Juguang Rd., Yuanlin Township, Changhua County 510, Taiwan

Offshore Banking Unit 886-2-8023-9077 2F., No.200, Jingping Rd., Zhonghe Dist., New Taipei City 235, Taiwan

Sungchiang Branch 886-2-2517-3777 No.137, Songjiang Rd., Zhongshan Dist., Taipei City 104, Taiwan

Luchou Branch 886-2-2289-8877 No.401, Jixian Rd., Luzhou Dist., New Taipei City 247, Taiwan

Fengshan Branch 886-7-741-9777 No.165-3, Bo'ai Rd., Fengshan Dist., Kaohsiung City 830, Taiwan
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Hsinchu Branch 886-3-525-5577 No.645, Xida Rd., East Dist., Hsinchu City 300, Taiwan

Sungshan Branch 886-2-2761-6688 No.132, Songshan Rd., Xinyi Dist., Taipei City 110, Taiwan

Tucheng Branch 886-2-2260-5588 No.123, Sec. 3, Jincheng Rd., Tucheng Dist., New Taipei City 236, Taiwan

Chungho Branch 886-2-8668-5566 No.200, Jingping Rd., Zhonghe Dist., New Taipei City 235, Taiwan

Chienkang Branch 886-6-225-6131 No.167, Sec. 2, Zhongyi Rd., West Central Dist., Tainan City 700, Taiwan

Keelung Branch 886-2-2433-6566 No.193, Maijin Rd., Anle Dist., Keelung City 204, Taiwan

Touliu Branch 886-5-533-1566 No.80, Xiping Rd., Douliu City, Yunlin County 640, Taiwan

Tungmen Branch 886-6-225-6141 No.26, Sec. 1, Fuqian Rd., West Central Dist., Tainan City 700, Taiwan

Peimen Branch 886-6-236-4401 No.133, Kaiyuan Rd., North Dist., Tainan City 704, Taiwan

Pingtung Branch 886-8-738-5678 No.451, Guangdong Rd., Pingtung City, Pingtung County 900, Taiwan

Linsen Mini Branch 886-6-237-6391 No.184, Sec. 2, Linsen Rd., East Dist., Tainan City 701, Taiwan

Kueijen Mini Branch 886-6-330-8777 No.23, Sec. 1, Zhongzheng S. Rd., Guiren Dist., Tainan City 711, Taiwan

Haitung Branch 886-6-250-2183 No.129, Sec. 1, Haidian Rd., Annan Dist., Tainan City 709, Taiwan

Yungkang Branch 886-6-272-7757 No.21, Sec. 2, Yongda Rd., Yongkang Dist., Tainan City 710, Taiwan

Tienmu Branch 886-2-8866-1117 No.246, Sec. 6, Zhongshan N. Rd., Shilin Dist., Taipei City 111, Taiwan

Hsintien Branch 886-2-2918-1199 No.202, Sec. 3, Beixin Rd., Xindian Dist., New Taipei City 231, Taiwan

Taan Branch 886-2-3322-3677 No.8, Sec. 2, Xinsheng S. Rd., Da'an Dist., Taipei City 106, Taiwan

Miaoli Branch 886-37-265-725 No.81, Zhongzheng Rd., Miaoli City, Miaoli County 360, Taiwan

Pateh Branch 886-2-3765-1111 No.88, Sec. 4, Bade Rd., Songshan Dist., Taipei City 105, Taiwan

Hualien Branch 886-3-835-2299 No.560, Zhongzheng Rd., Hualien City, Hualien County 970, Taiwan

Chikuang Branch 886-4-2222-0077 No.63, Zhongzheng Rd., Central Dist., Taichung City 400, Taiwan

Changhwa Branch 886-4-728-7777 No.199-3, Xiaoyang Rd., Changhua City, Changhua County 500, Taiwan

Fengyuan Branch 886-4-2515-2777 No.329, Zhongshan Rd., Fengyuan Dist., Taichung City 420, Taiwan

Tali Mini Branch 886-4-2486-6363 No.331, Sec. 2, Zhongxing Rd., Dali Dist., Taichung City 412, Taiwan

Chiayi Branch 886-5-228-0777 1F., No.193, Xinrong Rd., West Dist., Chiayi City 600, Taiwan

Fengcheng Branch 886-3-526-1101 No.59, Zhongzheng Rd., East Dist., Hsinchu City 300, Taiwan

Nanta Branch 886-3-526-3155 No.339, Nanda Rd., East Dist., Hsinchu City 300, Taiwan

Chuke Branch 886-3-577-5131 No.238, Sec. 1, Guangfu Rd., East Dist., Hsinchu City 300, Taiwan

Taitung Mini Branch 886-89-329-797 No.341, Sec. 1, Zhonghua Rd., Taitung City, Taitung County 950, Taiwan

Lotung Branch 886-3-953-3377 No.50, Gongzheng Rd., Luodong Township, Yilan County 265, Taiwan




