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|. Messageto Our Shareholders

Dear Shareholders,

This the 50th anniversary, we will have a myrid
of activities to celebrate the outstanding results we
have accured due to hard work. This is the “key” year
for the financial industry. Four characteristics define
our bank: 1) spontaneity, 2) responsibility, 3)
flexibility, and 4) innovation. I encourage you to scale
the career ladder as we enter into another 50 year
period of growth, a time in which we will create a
“new” Taichung Commerical Bank.

Looking at the past, the economy has been
sluggish at times. Domestically, many industries have
closed, many businesses have moved to other
countries, and the unemployment rate has increased.
Internationally, the American-Iraq war has, and will
continue to have, influenced world financial markets.
Besides, there is a decreased damand for products
using high technology. In addition, there is a shock
for Severe Acute Respiratory Syndrome. Due to these
factors, a world-wide economic depression is likely.
Taiwan people, when faced with such a dark and
foreboding situation, the bank has been fortunate
enough to maintain a steady growth pace on all of its
operations, thanks to the bank employees’ hard work,
the bank customers continued patronage, and, most of
all your valuable support. This, coupled with the
mushrooming financial holdings companies, leaves
no doubt that the bank will need to confront the
challenges and threats peers backed by a greater
capitalization and product line. We are fully
convinced that the Taichung Commercial Bank will
be able to surpass many of the hurdles that lie ahead
to recreate a milestone in its glorious history with the
assistance and exaltation of everyone. Despite not yet
transforming into a financial holdings company, it
does not mean that bank offers anything less to the
public than the very best financial services.
Therefore, we believe that the bank is perfectly
capable of offering many of the services currently
proffered by financial holding companies through our
retail banking. What we envision is a fully integrated
bank that is compact yet solid, together with a focal
emphasis on a rationalized management approach,
reduction of non-performing assets and a stepped-up
development of innovative financial products. This
will no doubt continue to magnify the excellence the
present Taichung Commercial Bank to become even
stronger and a growing enterprise.
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Looking into the year 2002, the key operating
focuses would be as follows:
1. Saving Operations:

As of the end of 2002, the bank boasts a saving
reserve totaling NT$207,272,970,000, up by nearly
NT$6,269,970,000 from that of 2001 with a growth
rate 3.12%. Among them, demand deposit totaling
NT$67,019,480,000, or 32.33% over the total
savings; time deposits totaling NT$140,253,490,000
or 67.67% over the total savings.

2. Lending Operations:

As of the end of 2002, the bank boasts a loan
reserve totaling NT$134,303,080,000, up by nearly
NT$2,697,580,000 from 2001, with the growth rate of
2.04%. Lending structure, non-secured loans totaling
NT$14,698,780,000, or 10.94% against the total
loans; secured-loans totaling NT$119,604,290,000, or
89.06% against the total loans.

3. Consumer Banking Services:

The significane of consumer banking services is
embarking to gain more attention among other
banking business. Other bank organizations try to
establish their positive reputation in order to attract
customers and obtain profit. They aim their main
banking services and business direction toward
consumer banking service. Therefore, the
Taichung Commercial Bank esteblished the
Consumer Banking Department in November 2001,
focusing on consumming loans and the credit card
business.

To the end of 2002, the bank has issued a total
of 280,498 credit cards, and effectived cards has
accumulated to 175,999, increase of 17,862 from
2001 with a growth rate of 11.30%. To the end of
2002, the total consumer loan amount reached
NT$3,008,000,000, a decrease of NT$11,000,000,
as compared to 2001; the circulated interest income
was NT$107,520,000, up by NT$1,730,000 or 1.64%
from 2001; and the operation fee income was
NT$54,430,000, up by NT$13,080,000, or 24.03%
from 2001.
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The credit card business has become necessary
for consumer finance. Therefore, Taichung
Commercial Bank will have different projects such as
(1) the Spa Card, (2) a combination of the Spa card
and the Citizen Traveling Card, (3) the Herb Honor
Card, (4) the Foreign Laborers Card, (5) the “On
Sale” Card, such as “Cash for New Year”, “999”
consumer credit card and free gifts,” (6) Paying
income tax of 2001 with credit cards, (7) Established
PRISM fraud risk managing system, etc. And
expecting the bank would contrive the kind of credit
card product, which is not just meet the market
demand, but also satisfy the public’s need and attain
more market share.

Up to end 2002, our bank’s balance of loan for
consumption amounted to NT$1,058,710,000 in
comparison to that of end 2001; it increased
NT$621,520,000 with growth rate of 142.16%. At
end 2002, our loan for consumption accounted for
0.68% of total bank loan balance. It is expected that
we will raise the weight and balance year by year in
the future so as to increase our bank’s service fees
and interest charges of the consumption banking
business to create better surplus.

To meet the severe competition with other
banking organizations, and fulfill the small amount
circulated credit loans, at June, 2002, the bank
instituted the “Chai Chi Bau cash credit card” project.
It provides “finance management”, “immediace”, and

“convenience”, the most efficient financial managing
tool, which is the combination of association,
marketing, and other credit products. Besides this,
this project also goes with VISA DEBIT financial
cards to increase the issued cards amount. To meet the
competition of the consumer banking market, as well
as small credit loans for customers, the bank
established the “Thsi Chi Bau Cash Card” service as a
financial managing tool for customers. In addition, it
combines with the VISA DEBIT card in oder to
provide more services for customers. At the end of
2002, we issued 12,529 “Thsi Chi Bau Cash Cards.”
Income from the interest and operation fees totaled
NT$10,720,000, or 0.22% aganist the total.
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4. Trust Operations

i. Designated trust funds for investing in local and
foreign mutual funds. At the end of 2002, the
bank’s mutual fund underwriting covered some
189 funds, offered by major foreign organizations,
including Prudential, Fidelity, Dresdner, Franklin,
Global, and ING. This carried a total trust
underwriting of NT$6,527,870,000, an increase
from last year by NT$1,244,630,000. These figures
signal a 23.56% rate of growth , with processing
fees totaling NT$ 25,570,000.

ii. Securities underwriting

Securities underwriting in 2002 totaled NT$
2,210,350,000, a decrease of NT$1,559,320,000,
from 2001, in which a total of 96 cases were
recorded, yielding NT$ 644,000 in billed service
fees.

5. Foreign Exchange Operations

In 2002, the recorded foreign exchange volume
totaled US$1,869,170,000, an increase of US$
427,600,000 from 2001, or a 29.66% growth. In
addition, at the end of 2002, the total foreign deposits
stood at US$89,760,000, up by US$ 510,000 from
2001, a 0.57% growth; the foreign currency lending
totalled US$94,950,000, an increase of
US$8,840,000, or a 10.27% growth from 2001.

6. Revenue and Surplus:

To the end of 2002, the actual surplus
reached over NT$2,600,000,000, however, the
pre-tax loss is NT$4,534,070,000 because the
write-off is NT$7,137,340,000. The entire year
operating revenue is NT$10,582,870,000, the
Non-operational revenue is NT$37,470,000,
operating expense is NT$15,139,210,000, and
non-operation expense is NT$15,210,000.
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Our Operation objectivesin 2003:
1. Set up district center:

Our bank currently plans to divide operation
territory into 8 districts, Taichung 1% and 2™ districts,
Changhua district and Yuanlin district have been in
operation, but Fengyuan district, Taichung Harbor
district, Nantou district and Taipei district will carry
out the measure gradually. The set-up of district
centers may through unified management standard
and business professionalism to raise our credit
quality, enhance overall professional capability and
speed up processing cases to raise operation
efficiency.

2. Increase income of service charges:

Our operation income is mainly gained from
interest differences between deposit and loan.
Currently there is no broad downward space for
deposit interest rate; plus downward tendency of loan
interest rate under competition from the same trade,
interest differences are becoming smaller and smaller.
Therefore, we are giving every effort to shift
operation direction to increase service charge income
ratio of our operation income.

Information indicated,American’s best corporate
business achievement banks, 50% of its business
income is from service charges; comparatively, we
have only 2.26%. In Japan, the best service charge
earnings banks of operation income reached 40%,
among which ATM service charge earnings accounted
for the large amount, therefore, we plan to set more
ATMs at places full of stream of people. Aside from
this, we plan to increase service charge earning
weight on other products like mutual fund, insurance
agency representation, Tsai-Gee-Bao card, etc.

3. Enhance risk management:

Through district centers we will generally bring
into practice of credit risk portion to centrally
examine our operations, to largely reduce credit and
loan staff and strictly control credit quality. In the
meantime to strengthen inspection and audit functions
for efficiently trace and reexamination management,
and to speedily complete the establishment of prompt
risk management system, such as group up the
creditors, warning of unusual transactions, credit line
control of business categories, etc.
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Business transaction risks will be daily reported
for approval and control through various invested
portion, transaction limits of authority and risk
indicator (loss borderline, category of shares weight,
type of warning ) . In the meantime, the cash
management team will periodically review NT$ and
foreign interest rate/foreign currency exchange rate
alteration situation, invested target, stock and foreign
exchange and fund market trend forecast, etc.

Others such as floating risks, statute risks and
information risks, etc. will be supervised by the
designated departments and review meetings will be
held periodically.

4. Control cost to promote efficiency:

So as to effectively control cost and improve
productivity and promote efficiency :

1) Review branch office operation department staff
allocation system, based on personal profitability
amount.

2) District branches with business overlapped, will be
cut down and merged or integrated.

3) Lower bad assets balance.

4) Make use of automation equipment to centralize
business operation to improve efficiency.

5) Overall planning of human resources, transfer,
training and evaluation so as to strengthen human
resources department.

6) Establish district centers to centralize work force
so as to effectively reduce credit review time and
control credit quality.

7) Implement branch offices business operation
standardization and achievements to simplify
administrative procedures °

5. Diversification of business department:

1) Effectively analyze clients’ characteristics to make
good management of targeted client group — set up
client relationship management system, to make
marketing strategy, master existing clients and
reinforce transaction accomplishment.

2) Increase advertising media channels, to increase
marketing achievements so as to improve
corporate image.

3) Reinforce e-service platform, such as net
banking — accelerate completion of the 3™ stage
net banking system so as to broaden the scope of
transaction functions.
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Chairman of the Board
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President

We aim to continue our steady business
growth with a very sound, financial foundation.
Customer orientation will remain a company
philosophy as we strive to provide a better quality of
service to every valued customer, supported by a solid
management with great integrity. We pledge to
continue providing more multi-oriented and
diversified products to the public. We look forward
to any constructive criticism you might have in order
to maintain our standard of service.

Best Wishes

Chairman of the Board

President
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II. Company Profile

1. Company History

Formerly Taichung Mutual Loans & Savings
Company, the company has a long standing history
with its licensing first approved in April 1953 and
business operations commenced in August of the
same year, primarily offering credit union services to
cover Taichung City and County, Changhwa County
and Nantou County. A subsequent revision of the
Banking Law enlisted in 1975 that stipulates all
Mutual Loans and Savings companies be streamlined
under the banking system for incorporation into
business banks has the bank undergone a major
revamp over a three-year period and formally become
the Taichung Business Bank as of 1978. In search
of expanding the organization’s operating scale and
securitizing the company’s capitalization, our stocks
finally went public in May 1984, with which to
gradually develop a sound foundation, where the
bank has began with an initial capital of half a million
to undergo several capital reinvestments to amass a
substantial capitalization amounting to NT$15.38
billion at the present day, aiming to strengthen its
operating structure and building up its financial
coffer.

For one year shy of half a century, the bank has
enjoyed a steadfast growth in its business thanks to
the efforts of all bank employees as its business
branches expanded from the initial stage of five to
now ninety seven, with which the bank’s service
network has gradually encompassed spread from
select points to regions to across the island.
Currently, there are more than Trust Department,
International Banking Department and Offshore
Banking branch, but also a total of 8 appointed
foreign branches, where a host of commercial
banking functions are on hand to satisfy our diverse
customers. Owing to a thriving business, the bank
has since December 1997 been approved for a full
upgrade as a commercial bank, and has subsequently
undergone a reorganization and formally renamed as
the Taichung Commercial Bank, setting out to be a
national commercial bank.
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Looking out to the future, becoming diversified
international bank is priority in the bank’s
management strategy as we anticipate a steadfast
growth projection supported by a unified operating
team fully supported by our valued share investors,
Board of Directors and Supervisors and the entire
staff, where we aim to continue steadfast business
growth built upon a very sound foundation.
Customer orientation will remain a crucial company
philosophy as we strive to provide better quality of
service to every valued customer, supported by solid
management of great integrity as our service pledge
to continue providing more ulti-oriented and
diversified products to the public.



wl‘¢—

2R

2. Company Organization
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(1) Organization Chart
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(2) Board of Directors, Supervisorsand Key Managers

President

Dec. 31, 2002
Date of Current Shares
Position Name . Duration | Shareholding | of Spouse and Education/Career
Appointment .
Minors
Chairman Yu-fang Tsai 5/18/02 | 3yrs 14,602,106 | 3403453 | President
£ yrs. T T Taichung Business Bank

Managing . Executive Vice President,

Director Yun-liang Huang 5/18/02 3 yrs. 5,261,992 1,586,139 Taichung Business Bank
Managing . . Executive Vice President,

Director Ying-yen Liao 5/18/02 3 yrs. 5,799,022 1,076,039 Taichung Business Bank
Managing . Ph.D., University of California in

Director Tze-min Yang 5/18/02 3 yrs. 11,502,934 1,587,473 Berkeley, USA
Managing Chia Yi Industry Co., Ltd., Chairman,

Director delegate of Chen-yu Tsai 3/18/02 3yrs. 200,000 0 Cathay Real Estate

. . President,

Director Yu-chang Tsai 5/18/02 3 yrs. 6,000,320 27,000 Taichung Business Bank

. Yu Tai Investment Co., Director,

Director delegate of Yu-tsung Tsai 3/18/02 3yrs. 20,000,567 0 Taichung Industrial Co., Ltd.
Director Chien-hui Chen 5/18/02 3 yrs. 7,836,506 1,227,050 | National Chiba University, Japan
Wei Dong Investment Co., .
Director delegate of Yueh-chiao Liu |  5/18/02 3yrs 5,000,363 o | Director,
Tsai ’ U Taichung Industrial Co., Ltd.
s Deputy Executive Vice President of
Director Top Image Int.l C(.)" L, 5/18/02 3 yrs. 8,061,000 0 | Personnel Dept., Taichung Industrial
delegate of Hsi-chin Chou
Co., Ltd.
Director Teng-hsien Liao 5/18/02 | 3yrs 4,241,626 o | Director,
& yes. ” Taichung Business Bank
Pan Asia Corporation,
Director delegate of Ming-shan 5/18/02 3 yrs. 7,385,000 0 | President, Pan Asia Corporation
Chuang

. Chia Yi Industry Co., Ltd., Chairman,

Director delegate of Chuang-chi Lin 3/18/02 3yrs. 200,000 0 Heng Yao Enterprise Co., Ltd.

. . Deputy Executive Vice President,
Director Ming-pen Chen 5/18/02 3 yrs. 339,894 55,551 Taichung Commercial Bank
Director Chuan-sen Wu 5/18/02 3yrs. 10,018,174 o | Manager of Securities Brokerage,

Taichung Commercial Bank
Resident I Jung Investment Co., President,
Supervisor delegate of Hsi-che Chen 3/18/02 3yrs. 25,691,708 6,336,673 Taichung Business Bank
. Wan Ta Investment Co., Ltd., Chairman,
Supervisor delegate of Chin-ming Chen 3/18/02 3yrs. 3,138,000 0 Yen Cheng Investment Co., Ltd.
. . . Director,
Supervisor Pei-yuan Lin 5/18/02 3 yrs. 5,860,976 316,538 Da Yin Enterprise Co., Ltd.
. . Director,
Supervisor Kuo-hsien Hung 5/18/02 3 yrs. 5,474,407 0 Great Taipei Gas Company
. . Chief Auditor,
Supervisor Te-erh Liang 5/18/02 3 yrs. 346,572 94,322 Taichung Commercial Bank
. . Director,
President Yu-chang Tsai 10/29/02 6,000,320 27,000 Taichung Commercial Bank
Executive Vice Executive Vice President,
President Hanson Yu 10129/02 29,605 0 Taipei Branch, Bank of America
Executive Vice . Director,
President Ming-pen Chen 10129/02 339,894 33,531 Taichung Commercial Bank
Executive Vice Deputy Executive Vice President of
An-feng Lin 10/29/02 54,858 0| Electronic Banking Dept., Taichung

Commercial Bank

12
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(2) Major Corporate Investors

Dec. 31, 2002

Corporate Investors

Shareholding Held by Major Corporate Investors

Yu Tai Investment Co.

Yu-fang Tsai, Yu-tsung Tsai, Tu-yun Tsai

Wei Dong Investment Co.

Pang-tung Liu, Pang-liang Liu

Top Image Int’l Co., Ltd.

Chen-kuang Chuang, Chi-ping Chou, Tzu-chien Chou, Paggy Chou,
Po-lien Chou

I Jung Investment Co.

Hsi-che Chen, Yi-jen Chen, Ching-shuang Chen Ting, Yi-te Chen

Chia Yi Industry Co., Ltd.

Wan Ta Investment Co., Ltd.

Pan Asia Corporation

China Man-Made Fiber, Sheng Jen Knitting Factory, Chia Hung

Investment Co., Ltd.
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Depository Receipts, Stock Certificates and Treasury stocks

RIS - PR H Y

3. Capital, Shares, Corporate Bonds, Special Shares & Participation in the Issuance of Global

(=) REEE WG
N "Fjﬂéfluiaigﬁﬁ 15,380,144,000 7©
. ol R 7
v S
=gk 7) - _
] - - I 55
- + ] (&t H
¢
L B 1,538,014,400 4& — 1,538,014,400 5& 0 4% 1,538,014,400 5&
Fiﬂq&
(1) Capital & Shares:
Total Collected Capital: NT$15,380,144,000.00
Authorized Capital
Shares
Shares Issued Outstanding
Type Total
Listed Unlisted Total Shares
Nominal 1,538,014,400 1,538,014,400 0sh 1,538,014,400
— share
Common Shares shares shares shares
(7)) 2Tl A S 9 - RREY R

il
—
TN

(2) Issuance of Corporate Bonds, Special Shares and Participation in the Issuance of Global
Depository Receipts (GDR) and Stock Certificates

— Nil
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[T ] 89.11.29 ~90.01.28 90.05.23 ~90.07.22
AR Féﬂ['%?fr?‘, 2.57 ~10.00 2.28 ~10.00
=AM (e - Bl 0 Fise « 30,760 3=
STRApME D)y & g8 0 123,543,247 7
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RARFS 4 2 Pl Dbl 0 30,760 3=
(3) Operation of Treasury stocks
Buying Period First Time Second Time
Buying Purpose Shares Transferred to Employees Shareérzsgiizrged o
Buying Period Nov. 29, 2000 to Jan. 28, 2001 Nov. 29, 2000 to Jan. 28, 2001
Buying Section Price 2.57 ~10.00 2.28 ~10.00
Already Purchased Shares Type and Amount 0 Common Share : 30,760
Already Purchased Shares Amount 0 123,543,247 dollars
Already Managed Shares Transferred 0 0
Continually owned the company Shares Amount 0 30,760
Continually owned the company Shares 0 0

Amount against total issued shares rate (%)
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I11. Operations Profile

1. Contents of Business

(— ) HF5Ep (1) Scopes of Business
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The business items we serve are as follows:
1. Checking deposits
2. An assortment of other deposits
3. Corporate and consumer loans
4. Bills and notes discounting

5. Investment in government bonds, stocks and
short-term bills
6. Domestic remittances

7. Bankers acceptances

8. Issuance of domestic letter of credit
9. Domestic bank guarantees

10.Agent of collection and bill clearance
11.Rental of safety deposit boxes
12.Issuance of credit cards

13.Agent in the purchasing and sales
ofmarketable services

14.Margin loans and other short-sell stock
financing

15.Underwriter to various trust funds without
guaranteeing the collection of principle or
revenue

16.House trading on government bonds

17.Certification of bonds and stocks
18.Properties trust under writing
19.Dealer and broker for short-term securities

20.Safekeeping to businesses listed above

21.Export financing
22.Import financing
23.Foreign currency deposits
24 Foreign currency loans

25.Foreign currency guarantee services
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26.Purchase and sales of foreign currencies in
cash and traveler’s checks

27.0ffshore institutional and individual
deposits, loans, guarantees, export/import,
and remittances

(2) Business Recapitulation
[ ] Saving Operations

After the economy improved, news was
announced in America that globally, interest rates had
decreased . Toward the end of 2002, the interest was
still decreased. Fcing the sluggish economy in
Taiwan, we pay close attention to the situation and
adjust the saving and loan interest. In addition, we
charge higher interest and take care of left capital.

At Dbanking services, the Taichung bank
established particular project to serve students on
campus, and cooperate with convenient stores like
7-11 to receive tuition fees for students. So far, the
bank has provided to 12 schools, including senior
high schools, vocation schools, junior schools, and
elementary schools; the amount is NT$ 300 millions.

As of the end of 2002, the bank boasts a saving
reserve totaling N$20,727,290,000 , up by nearly
NT$6,269,970,000 than that in 2001 and the growth
rate of 3.12%. In terms of savings structure,
demand deposit savings totaled NT$67,019,480,000,
32.33% against the total savings, than a year before.
In  which, checking savings totaled to
NT$2,718,700,000 against the total savings; flexible
savings totaling NT$43,103,720,000 against the total
savings; time deposits savings totaling
NT$140,253,490,000 or 67.677% against the total
savings(total saving including time deposit totaling
NT$25,876,310,000, time saving
depositNT$114,377,180,000).

[ ] Loan Operations

During fiscal 2002, as the economy was affected
by the globally stock market downgrade, sluggish
domestic economy; meanwhile, industries and real
estate market had suffered quite a negative impact.
Therefore, the expanding of lending operation was
not a easy task, and it did not have large scope
growth. Yet as many of the economic revival plans
are being sought by the government to revive the
industry and jump-start the economy-project “1000
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billion project” to improve economy , backed by
several supportive policies and an expanded internal
supply, the bank’s lending operations are expected to
pick up as the local and world economies continue to
rebound. To which, the bank not only actively
support the government’s move in underwriting the
small business upgrade loan, and traditional industries
favored loan, it assisted conventional medium small
size business upgrade. Since year 2002, the bank has
contract with the Councial of Labor Affairs to
work on “Assist labors housing loan” project, and
continually work on the 20 billion housing loan
project. For meeting the need for financial products
trend, the bank established “interest rate housing
loan” by September, 2002. It was highly Acceptable
by the public. During a very short 3 months period,
the housing project has helped many home buyers
achieve their goals of owning their dream homes. The
bank has always  assisted the small, medium
business; whenever,

Any costumer needs advice about financial
plan, the bank would provide professional suggestion
and information. by the Executive Yuan’s National
Fund, but also in full support of strategic loans such
as the $450 billion incentive loan to the
brick-and-mortar sector, with which to assist small
and medium businesses upgrade and deep-root in
Taiwan, but also with active efforts support the
governments $20 billion incentive housing loan
project, with a contact formally entered with the
Council of Labor Affairs in 2001 to begin offering
workers housing loans, in addition to house-funded
starter housing loan, helping many home buyers
achieve their goals of owning their dream home.

More than a host of the foregoing financing
plans, and in light of an age of consumer spending,
the bank has moved to introduce a consumer banking
department with which to process individual
consumer loans and credit card services, availing the
consumers to more professional consumer financial
services. Moreover, to assist small and medium
firms obtain short-term and mid-term capital without
having to worry posting sufficient collateral, an “Easy
Loan,” a fund-backed loan program, has been
introduced by the bank working with the Small
business Credit Insurance Fund, favoring many
medium and small businesses to quickly obtain
capital.
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As of the end of 2002, the bank’s total loans
tallied to NT$134,303,080,000. An analysis of the
loan structure, overfraft and import/export loans
totaled to NT$524,699,000, or 0.39% against the total
loans; short-term loans, including loans on collateral,
NT$50,659,987,000, or 37.72% against the total loan;
mid-term loans, including loans on collateral,
NT$40,604,200,000, or 30.23% against the total
loans; long-term loans, including loans on collateral,
NT$42,514,194,000, or 31.66% against the total
loans.

In terms of the Bank’s credit extention, the
manufacturing sector 13.85%, construction sector
for 3.61%, commerce 4.69%, financial industry , and
realty 3.42%, individuals 69.05%, non-profit
organizations 0.01%, industry and commerce service
4.09%, mining and quarry account for 0.13%,
agriculture, forestry, fishery 0.23%, transportation,
warehouse and telecommunications 0.84%, utitities
and fuel trades 0.08%.

[ ] Trust Operations

i. Designated trust funds for investing in overseas
mutual funds:

As of late 2002, the bank’s mutual fund
underwriting covers some 189 mutual funds offered
by major foreign mutual funds including Prudential,
Fidelity, Dresdner, Franklin, Global, ING, which carry
a total trust underwriting of NT$6,527,880,000, up by
NT$1,244,640,000 than a year ago, or a 23.56%
growth from the end of 2001, with handling fees
totaling NT$26,020,000.

ii. Securities brokerage

Securities broderage trading undertaken by the
bank in 2002 totaled to NT$2,210,350,000, down by
NT$1,559,320,000 when compared with
NT$3,769,670,000 recorded in 2001, in which a total
of 96 transactions had been recorded, yielding
NT$640,000 from handing fees.

[ ] Credit Card Operations

The credit card business has become the
essential tool for individual financial management.
Therefore, the Bank will have different projects with
credits to add extra value to the credit, such as (1)
the Spa Card, (2) a combination of the Spa card and
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the Citizen Traveling Card, (3) the Pharmecist Honor
Card, (4) the Foreign Laborers Card, (5) the
Promotion, such as “Cash for New Year,” (6)Paying
income tax of 2001 with credit cards, (7) Established
PRISM, a risk managing system for detecting thieves

By the end of year 2002, the bank has totally
issued 280,498 credit cards, accumulated effective
cards for 175,999 cards, it has increased by 17,862
cards compared with last year, up by 11.30%. For
consuming amount, it was NT$ 3008,000,000 for
year 2002, decreased NT$ 1,100,000 than year 2001;
revolving interest income was NT$107,520,000, it
has increased NT$1730,000 than year 2001, and the
growth ratio was 1.64%: handing fee income (sales
and advance cash) was NT$54,430,000, it has
increased NT$13,080,000, the growth ratio was
24.03%.

[ ] Consumer Banking Services:

The significance of consumer banking services
is embarking to gain more attention among other
banking business. Other banks try to establish their
positive reputation in order to attract customers and
obtain profit. They aim their main banking services
and business direction toward consumer banking
service. Therefore, the Bank established the
Consumer Banking Department, focusing on
consumer loans and the credit card business.

By the end of 2002, the bank has consumer loan
for NT$1,058,710,000, it has increased by
NT$621,520,000 compared with last year, the growth
ratio was 142.16%. By the end of 2002, the consumer
loan was 0.68% against the total loan. It is predicted
that handing fee income and interest income will
increase in the near future.

To meet the competition of the consumer
financial market, as well as small monetary loans for
customers, the bank established the “Thsi Chi Bau
VISA Card” service as a financial managing tool for
customers. In addition, it combines with the VISA
DEBIT card in order to provide more services for
customers. By the end of 2002, we issued 12,519
“Thsi Chi Bau VISA Cards.” Income from the interest



CESR LN URESERE S e
fy= T p A e e PRIRUS R
Sl e = TR TERSE e TV o
1 0.22% -

] '3“'}35?”‘3?

*?5%

wgo

= €51
Ted o 2 IR R [ﬁ»‘«‘ 1] e H

2 O S SBIYIRAREAYR o 4 5 R
B PR R IR E A B ] -

ok SHE /HZE?F[LJ FIR = ’.ﬁﬁ;} i
(= =2 7””‘% )L R R
HET fl;ﬁ%?%ﬁiﬁlk_ﬁmuﬁﬁ LR R
SRR VRIS R E

Jed = & S RESREREE 89,755 T3 0 JHhE
SURCERAT (A0 PR 15 94,950 (PR - iy
- ?FFILJ’/{ [Zéiﬁjjgﬂi}?]iﬂ‘ﬁ £% 1,869,173 [Jé‘ﬁ

(H Hh: * LN IR 350,359 (P - iy
18.74% - Pl * S5 p={=El £} 1,518,814 [Iﬁ
Tu ]'#781.26% )

21

and handing fees totaled NT$10,720,000, 0.22%
aganist the total interest and handing income.

[ ] Securities Brokerage Oper ations

The bank has three securities brokers, the main
business are securities brokerage and share brokerage
and financial services. The total value of securities
brokerage trading undertaken for the entire year 2002
was NT$4,289,555,000; brokerage and handing fees
income was NT$61,541,000.

[ ] Foreign Exchange Operations

The economy of year 2002 has improving, the
foregn trade steady grow; there, the foreign exchange
business has extremely outstanding performance in
this bank. By the end of year 2002, this bank has 8
foreign exchange designated branches and customers
can have business with the bank islandwide.
Customers also can sell and buy foreign currency and
traveler’s checks in these branches. The bank will
continually provide better services to solicit more
foreign exchange customers and business.

The  foreign  exchange  deposit  was
US$89,755,000 and the foreign exchange loan was
USS$ 94,950,000. The foreign exchange transactions
undertaken came to US$1,869,173,000 (Of this total,
the import and export business accounted for
US$350,359,000 or 18.74% against the total;
remittances handled accounted to US$1,518,814,000,
accounting for 81.26% of the total.
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2. Marketing Analysis
[ ] Economic Outlook

The local economy has slightly improved from
the previous sluggish economy, the economy was
predicted to have positive 3.1% growth to compare
with last year’s negative growth. Q1 had 1.20%
growth, Q2 had 3.98%, Q3 4.77%, and Q4 had 4.22%
growth, the entire yearly growth was 3.54%, it was
better performance than the prediction. Therefore,
the domestic economy growth of Taiwan for year
2003 has predicted to have positive 3.63% growth.

[ ] Economic Trends

The globally economic trend in a severe slump
of year 2001 was because the September 11 attack in
America. And compared with last year, the general
economic signal rating for year 2002 that had edged
up 9 points from 15 points of year 2001 to 24 points
of year 2002.  Meanwhile, a blue light in the
economic strategy signal has been showing for nine
months since April of 2002. This year, as hopes are
high anticipating the global economy to warm up in a
gradual rebound, this is expected to excel Taiwan’s
economy, but noticeably marked by a weak recovery
gain.
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[ ] GrossNational Product

In year 2002, Taiwan’s gross national product
(GNP) has reached US$290.2 billion, up by US$1.09
billion than a year earlier, the average per capita to
US$12,900, which has increased US$24 per capital
compared with last year.

[ ] Consumer Pricelndex

As the economy of last year sagged, Taiwan’s
consumer price index had been stable, as same as the
year earlier. The wholesale price index of year 2002,
when compared with year 2001, had went up for
0.05%; the consumer price index had dropped for
0.20%, it appeared the negative growth again.
Overall, the wholesale price had went up slightly, and
the consumer price index had dropped slightly.

[ ] Foreign Trade

The total imports and exports recorded last year
came to US$130.59 billion and US$112.53 billion,
respectively, up by 6.29% and 4.94% when compared
with a year earlier, both increased slightly. The total
trade surplus recorded US$18.06 billion, increased
14.57% than the year earlier. The only slight decrease
was the first few months of year 2003 for the
imported and exported trade.

[ ] Industrial Output

As curtailed by a global economic downturn, the
global demand for electronic products had slowed,
coupled with an exodus of local manufacturers,
however, under this kind of situation, our industrial
output increased 7.44% than year 2001. Since the
global economy is slightly getting better, outr
industrial output will getting steady because the
domestic and international demand for products.

[ ] Banking Development

1. Monetary supply: The three key monetary supply
indexes, M1A, MIB and M2, have all gained an
8.59%, 17.01% and 3.54%, respectively, noticeably a
higher yearly MIB increase, which has been the
results of MIA and low interest rate caused less
demand deposits and foreign exchange deposits.
The cumulative amount of M2 yearly gain has been

averaced to 3 534% a fionre that hac heen dronned ont
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3. Personnel profile in the recent two years:

averaged to 3.54%, a figure that has been dropped out
of the Central Bank’s growth target range of 5% to
10%.

2. Interest rate: After FED had announced the lower
interest rate, the Central Bank of China kept
performancing lossen currency policy in order to
improve the domestic economy. This policy made the
domestic interest keep getting down, it has been down
from 4.09% of year 2001 to 2.38% of year 2002.

3. Exchange rate: The currency exchange rate still
keep at around USS$1 to NT33.40-35.02 as usual.
However, it had made US dollar devaluation because
the intense between America and Iraq. At the year
end, NTD closed at 34.58 to 1 USD dropped 2.3%,
compared with year 2000.

On the contrary, $1Europe dollar to NT$31
continually climed up to 1: 35.

Bl
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4. Management-labor Relations

The company labor union has been founded in
1999 in an attempt to duly address business
development to employee benefits, where several
management-labor meetings have been conducted to
review the current legal provisions allowing all
full-time employees to join the union in a sound
union development. The company enjoys a
harmonious labor-management relations with regular
labor-management meetings held, and no labor
dispute has been reported in the most recent two
fiscal years. The good labor-management relations
are expected to be kept in the future.

5. Significant Contracts: Nil

6. Litigation and/or Non-litigation Incidents

i. The Neihsin Branch had reported an alleged theft
of NT$19 million of stolen cash during April
1996, and the case is currently undergoing court
trails, with mandatory seizure of assets by
pertinent bank staffs and guarantors against the
case itself. Presently, the bank has been awarded
a favorable ruling on the second trail, pending
confirmation. While the settlement claim filed
against Fubon Insurance, which is currently
undergoing the third trails of appeals. In
addition, the settlement claim filed against Chung
Hsing Security Company found the company
awarded with a defeat ruling in the third trial,
which has been confirmed.

ii. The company has reported a break in theft to the
safe deposit box resulting in the lost of properties
that occurred in November 1996, except a
pending suit arisen form depositor Chuan-chuan
Liu who refused to settle with the firm but filed a
counter suit seeking NT$55 million in damage
compensation, the rest of the lawsuits have been
repealed but a NT$500,000 compensation
litigation has been brought against the firm on
Oct. 21, 2000. In addition, the two parties had
filed the case again within the legally permitted
time, and the second trial court had sentenced the
bank won the case, lawsuits have been repealed
by first and second court about Chuan-chuan,
Liu‘s part; the part has filed this to the surprime
court, which are currently undergoing court trials.
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B

iii. The company, responding to an alleged illegal

1v.

loan that occurred at the Taipei Branch, has since
filed charges against the main parties and the
securities brokerage of breach of trust and
violations to the Securities Transaction Law, in
addition to damage claim against the case’s
mastermind seeking damage compensations
totaling NT$11.2 billion. The verdict of criminal
suit had been announced, and the prosecutor did
not file further suit. The civil damage part is
undergoing court trials. (the criminal suit alleging
inappropriate investment decision against the
Trust Department had since been dropped by the
district attorney in the final confirmation.).

For the capital whareabouts of Kuang San case,
the company had reported been charged with
money laundry involving the Shanghai
Commercial & Savings Bank’s Chungkang
Branch as cited in the Taichung District Court’s
court appeals 367 ruling and the confirmation of
ruling, with which the presiding court judge had
referred the case to the district attorney on July,
23, 2001; in response to which, the bank had since
filed voluntary suits against the bank and then
Chungkang Branch manager, which are currently
undergoing court trails. The criminal and civil suit
had been filed from the bank by Dec. 18, 2002,
seeking a total damage for NT$5,700,000,000
from the Shanghai Commercial & Savings Bank.

The company’s Chungcheng Branch, formerly the
Savings Department, has allegedly been charged
by four depositors led by Yueh-chueh Chang, who
have filed charges against the company seeking
the reversal of their deposits citing that the
depositors of the four had been falsely claimed by
a Jih Sun Securities’ Taichung branch trader. Of
which, the ruling concluded in the Yueh-chueh
Chang had rendered the bank the defeat party, to
which the company has since settled with
Yueh-chueh Chang as per the court ruling. And
that sought by the other three led by Shu-chi
Chang seeking a total damage payout of
NT$26,231,000, the result in the second trial was
failed to compansate NT$19,754,000 and the
bank is remaining the pending of an appeal with
the Supreme Court. In conjunction to which, a
criminal litigation with provisional civil charges
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Vil.

i. The

filed against Jih Sun Securities and its trader is
currently be tried at the Taichung Branch of
Taiwan High Court.

company has been charged alleging
Chung-jen Tseng et. al, sitting on the boards of
the bank’s institutional investor — Yu Chan
Venture Capital, and institutional
auditor at Kwang Hsin International Venture
Capital, who illegally ordered the pledging of
Shun Da Yu’s stock totaling 29,308,000 shares,
where they also sit on the management board and
custodainship, resulting in NT$ 2.4 million fine
ordered by the Ministry of Finance for allegedly
violating the Banking Law. The company has
since remitted the punitive fine in full, and filed
for appeals and administrative grievances as per
legal proceedings, but both have been denied. The
case is curently undergoing appeals by legal
counsel on retainer, and being tried by the highest
administrative court.

investor’s

The employee of Chingsui Branch embezzled
customer’s deposit, as a result, the victimed
depositor filed to suit the bank, is seeking for
NT$6,680,250. The bank has already attached the
employee and his guarantor’s assets. Meanwhile,
the bank has sued the China Property Insurance
Co., and Fubon Insurance Co., to charge the
damage fee, which is according the the contract
for unloyal employees part, is undergoing
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V. Operational and Capital Maneuver
Plan
1. Operations Proposal of Year 2002

(1) Savings operations:

1. To consolidate the banking business, and to
offer  all-purpose, capital management
accounts.

2. To improve the demand deposits ratio with
which to conserve capital cost.

3. To effectively integrate the branches by
acquiring  automated  equipment,  thus
enhancing the operating efficiency.

4. To actively promote the electronic banking
business, including voice mail and internet
banking services.

5. To strengthen the operations management,
improve operating procedures, and enhancing
operation efficiency.

6. To enforce business reforms, and improving
account management.

7. To gain a greater share of the banking market,
as well as expanding business strategies with
other organizations.

(2) Lending oper ations:

1. To gradually include lending centers with
which to centralize lending policies, thus
promoting quality lending.

2. Continually improve credit lending with
competent loan management, in order to
service overdue loan, with a primary goal of
refining operation efficiency.

3. To effectively utilize excess capital to
strengthen and promote lending.

4. Effectively utilize credit insurance funds for
medium and small sized businesses, in order
to provide extended financing.

5. To step up monitoring and dunning
non-performing loans with which to reduce the
overdue loan ratio.

(3) Consumer banking services:

1. Introduce three-in-noe multifunctional ‘“Tsai
Chi Bau VISA Card.”

2. Promote consumer loan business towared
specific custmers.
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3. Actively develop automatic loans system that
can Dbetter satisfy financial
management needs.

4. Establish customers product-purchasing sample
data.

5. Computerlize bills and accounting system.

customers’

6. Establsih “customer loan management system”,
branch centers focus on E-commerce and
evaluate credit card applying process,
improving credit card inner-e commerce.

7. PRISM system inaugurated to detect the fake
credit cards and VISA bank cards.

8. Promote “Business Platinum Credit Card”
projects such as (1) credit cards for our
business loans customers (2) “Shopping
Card/Government  Employee  Card”  for
Government employee

9. Promote bonus accumulated points for credit
card holders to gain more mail order
processing fees.

10.Strengther  alliances  with  non-banking
enterprises, e-commerced stores, various
entertainment industry integrate, supply extra
value for card holding of cooperated stores.

11.“Chip Credit Card” project, year 2006 must
using Chip Credit card

12.Expanding advance cash business.

(4) Foreign exchange services:

1. Actively pursue cross-strait banking in order to
increase our market share.

2. Providing better services to our OBU
customers to expand foreign exchange services
in response to the trend of international trade.

3. Continuingly improving the foreign exchange
service  procedure and educate more
professional foreign exchange employees to
improve the quality of our foreign exchange
service.

4. Update computer quality for foreign exchange
service in order to promote working efficiency.

5. Strengthen mutual business with
correspondents, participating more
international financing business activities to
improve the reputation of our bank.
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(5) Trust services:

1. Establish  the  designated trust fund
underwriting business and invest domestic
mutual fund business.

2. Begin premium trust business.

3. Strengthen employees’ training in order to
promote professional knowledge and selling
skills.

4. Research and develop more products in order
to gain more processing fees.

2. Property Acquisition / Disposal or Long-
term Investment Plan for the Year 2002:
Nil

3. Research and Development

(1) Designated investment in domestic marketable
securities.
(2) Employee holding trust.

(3) E-commerce banking business.

4.Capital Maneuvering Plan
(1) Content of capital asset acquisition plan for 2003:

1. The Hsiushui Branch’s land property and
building project requires NT$23,252,000 for
development funding. The project is expected
to finish by August 2003.

2. The Erhlin Branch’s building project requires
NT$46,120,000 for development funding. The
project is expected to finish by June 2004.

Expected values:

(1)Improve the bank-owned properties on its
business venues.

(2)Stablize the customers for not having to
relocate as the lease expire.

(3) Conserve rental charges, and realize the future
yield of increasing property values.

(2) Analysis on any deficiency regarding previous
cash reinvestments, corporate bond issuing
proposals, previous cash reinvestments or
incomplete corporate bond issues or -capital
maneuver plans in the most recent 2 years:

Nil.
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V. Financial Disclosure
- BT PR 1R - R
1. Concise Balance Sheet, Income Statement Over the Recent Five Years
R OB R
Balance Sheet

?ﬂHg : ;Q’{'F'\IJFT“II;{_

Unit: NT$1,000

BT TOE R OB

Financial Information - Recent Five Years

L T B O B R B e I R
THE! Item
1998 1999 2000 2001 2002
BoR W i Loan and Bills Purchased 158,639,671 133,094,744 132,669,272 130,891,845 133,729,137
ATy Business Investments 398,167 185,908 185,908 189,868 182,591
[l Y Fixed Assets 3,253,479 3,607,343 3,932,133 4,109,174 4,065,308
H ey (Ffli) Other Assets (Note) 17,245,575 25,089,379 25,725,434 29,661,376 29,398,672
T;E\Ll'ﬂ'ﬁ B L/C, Acceptances and
o ) 2,023,147 2,014,670 2,052,836 2,614,610 2,744,239
PR RER W W T Guarantees Receivables
TR RER Deposits and Remittances 205,176,418 185,172,674 181,772,908 201,091,084 207,440,480
g I'Fﬁ Other Liabilities 162,212 104,513 101,560 91,289 142,930
(55 PR - L/C, Acceptances and
f‘ ) ) 2,025,818 2,011,333 2,047,700 2,608,625 2,737,599
BN R T Guarantees
e Capital Stock 15,380,144 15,380,144 15,380,144 15,380,144 15,380,144
] Before
73 Pl 1,215,422 1,826,908 1,471,958 1,542,726 (2,521,350)
Retained Appropriation
I ,
N Earnings After
Sy 1,215,422 1,411,644 1,471,958 1,542,726 -
Appropriation
BV AR Total Assets 226,543,186 213,089,189 208,063,206 222,774,673 223,953,245
- Before
73 [l 209,937,947 195,719,175 191,048,135 205,812,121 211,054,769
o Total Appropriation
Fi (s R
. Liabilities After
55 et 209,937,947 196,134,439 191,048,135 205,812,121 -
Appropriation
. Before
73 el Total 16,605,239 17,370,014 17,015,071 16,962,552 12,898,476
. Appropriation
BTN AR A Shareholders’
N . After
Sy Equity 16,605,239 16,954,750 17,015,071 16,962,552 -
Appropriation

o PR SRR YR

Note: Non-operation assets are included in other assets.
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AR~ S 3
Statement of Income
e i e
Unit: NT$1,000

BoE F % O Ay R
Financial Information — Recent Five Years
rqeER T rEY T eE Jed F Jed - 57
PE ftem 1998 1999 2000 2001 2002
ETE S Operating Revenues 17,918,735 15,335,020 12,993,661 12,672,488 10,582,873
F1e &4 Operating Expenses 22,868,905 14,447,740 12,815,387 12,374,002 15,139,211
e ik Operating Income (4,950,170) 887,280 178,274 298,486 (4,556,338)
b St Non-operational Revenues 16,208 61,886 24,841 25,375 37,472
(e S 2 Non-operational Expenses 4,823 8,855 2,799 3,848 15,210
gk Pre-tax Income (4,938,785) 940,311 200,316 320,013 (4,534,076)
st After-tax Income (3,515,260) 611,586 60,316 71,013 (4,064,076)
R () Earnings Per Share (3) (2.29) 0.40 0.04 0.05 (2.70)
I*‘ L2 Bl o i P SR T SR T N | R BRI Y Y A AR Y T izﬁ"ﬁ‘fﬁz

Note: Figures of earnings per share have been concluded by weighted average on all shares currently in circulation, and all earnings for capital

reinvestment and/or stock capitalization are calculated retroactively.

== e &
B @?ﬁfﬁaﬁ‘ﬁ‘ﬁﬁ IRy A
CPA Auditing Opinion — Recent Five Years
EX:) .

o o ran r et SEL ISEEL
k. Year
I 1998 1999 2000 2001 2002
tem

PN 3 PN 3 PN 3 PN 3 AR
Pl jﬁ’ﬁ F R ﬁ"j\; Tien-hsing Yu Tien-hsing Yu Tien-hsing Yu Tien-hsing Yu Tien-hsing Yu
Centre & Co., CPAs 3 I %I HE SN B HE SN B HEA Y
Shu-ching Lee Shu-ching Lee Kuang-ning Shiung | Kuang-ning Shiung | Kuang-ning Shiung

fRL 2 L 2 WL 2L = PR 2 L
Auditing Opinion Qualified Qualified Qualified Qualified Qualified
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F RSP [ 2. Financial Analysis Over the Recent Five Years

5o Box I oF % M ¥ R f
5y bR Year Financial Information — Recent Five Years
Item Jud ~ T Jud = AR I G A AN A I
2002 2001 2000 1999 1998
. ER
ey (%) 5.76 7.61 8.18 8.15 7.33
. A Net Asset
atio of Liability to ” p
Asset (%) ot 9424 9239 91.82 91.85 92.67
Liability
Eﬂ'iafl\?:)f%(o/o f | aﬁl’t—éi‘% (%) 5 i
Capital Structure atio of Fixed = ];E‘p 317.28 412.80 432.72 481.52 510.38
Net Asset
Assets (%)
]Il:[75l fifi(%) o
atio of Net Value . 1,607.99 1,185.23 1,067.88 1,065.99 1,235.47
Deposit
(%)
o
it I?J 110 Current Ratio 2,030.70 1,425.52 534.00 515.88 1,040.85
Li dth %) | g b sk
iquidity Ratio (%) [ 5t f [ o 1,944.72 1,394.79 527.56 509.22 1,025.16
Quick Ratio
[=3R Ta e &
Ratio of Deposits to Loans 64.75 65.45 73.34 72.22 77.70
LI T S
Ration of Loans Overdue 11.47 15.76 14.36 14.72 7.37
FI TR
Average Operating Income to 5,342 6,274 6,185 6,880 8,039
Employees
KR T R
. e
Operating Average Profit (Loss) Gains to (2,052) 35 29 274 1,577)
Performance Employees
B <5 S ()
Turnover of Fixed Assets (times) 2.60 3.08 3.30 4.25 331
19 R ()
Turnover of Net Worth (times) 0.82 0.75 0.76 0.88 1.08
T Sl ()
Turnover of Total Assets (times) 0.05 0.06 0.06 0.07 0.08
)
Ratio of Assets (%) (1.82) 0.03 0.03 0.28 (1.54)
LN MBS o (%)
Return on Shareholders Equity (%) (27.22) 042 0.35 3.60 (19.11)
(s SalFICIARN)
(81 &% 4 P | Operating Income (29.62) 1.94 1.16 5.77 (32.19)
Ul (%) (Loss)
Profitability Ratio | Return on Capital kﬁﬁfﬁf‘lﬁ(ﬁji};)
Stock (%) Pre-tax  Income (29.48) 2.08 1.30 6.11 (32.11)
(Loss)
RS %)
Profit/Loss Margin Ratio (%) (38.40) 0.56 046 399 (19.62)
EERERCETED V)
Earmngs (Loss) Per Share ($) 2.70) 0.05 0.04 040 (229
& B PR (%)
Cash Flow Ratio (%) (209.54) ( 86.13) 16.08 (26.30) (19.13)
& il & B H PR (%)
Cash Flow Cash Flow Equivalent Ratio (%) (684.46) ( 15294) 43.78 108.23 438.07
HEF YR (%)
Cash Reinvestment Ratio (%) (6:55) ¢ 39 201 (3.6 (1.34)
E] A SSSIET 3 @
Ui PO 038 6.79 18.01 3.81 0.48
Leverage Operating Leverage
ﬁg BV EREY R T SPIRREER R RUE ZRERAS YA SO T Jiﬂ‘?ﬁ?’%ﬁz °
Note: Figures expressed for earnings per share have been concluded by the weighted average on all stocks currently in circulation, and all stock

capitalization of earnings and/or reinvestment are calculated retroactively.
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3. Market Value, Worth, Earnings and Dividends Per Share For the Recent Two Years
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Unit: NT$
T
= Jed # 1
AE Year
Year 2002 Year 2001
Item
EJ%“m f%]' ﬁ??ﬂﬂj Highest 8.9 5.25
Market Value Per Share B{% Lowest 35 321
115 Average 5.1 3.99
EHAS 73 Jelfji]  Before Appropriation 8.56 11.14
Worth Per Share BIcE (ﬁg;t B
After Appropriation (Note 1)
ELEER U $4GE Weighted Average Issued Shares 1,507,254,400 1,522,381,811
Earnings Per Share | & gna0e0 (£2) | ) Before Adjustment (2.70) 0.05
Earnings Per Share F—%‘?X& After Adjustment
(Note 2)
pakig| HEAEF]|  Cash Dividends
Dividends Per Share o (R 25 Earnings
Stock Dividends Y4 ML Capital Reserve
R ORI (7 3)
Cumulative Dividends Undistributed (Note 3)
i F st ( ﬁ%t 4) - 80
Return Analysis P/E Ratio (Note 4)
| (ﬂ%t 5)
Ratio of Share Price to Dividends (Note 5)
H & HEF R (H% 6)
Cash Dividend Yield (%) (Note 6)
= 1 Note: As per the results of motions heard in the following

general assembly.

Adjustments to the before and after figures on
retroactive adjustments to non-denominated stock
dividends are to be duly noted.

Conditions that stipulated beneficiary certification
requires the issuance of all cumulative appropriation
of the current year over a year in future with
earnings are required to disclose all cumulative
dividends undistributed to date.

P/E Ratio: Average of share price annually/earnings
per share.

Ratio of Share Price to Dividends: Average of share
price annually/cash dividends per share.

Cash Dividend Yield: Cash dividends per
share/average of share price annually.
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4. Financial Disclosure of the Recent Year
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aJchung Commercial Bank
ik EIffi
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Bal ance et
Mo = FA T = A = pIRANB ] A 2 F[= A =
Dec. 31,2002 & Dec. 31, 2001
S e — & SR e &F
v a FEE 2R D
Assets S S
Dec. 31, 2002 Dec. 31, 2001
e 5 COE S o= & E &£ e
Code F{ Item Note Amount % Amount %
11xx ifﬁgﬁ?ﬁ% Current Assets $56,527,537] 25.24 $57,872,410 25.98
1100 IFJA} K 4,5 & Cash & Cash Equivalent 1 9,918,956 4.43] 21,928,201] 9.84
1120 u 11"\’#\ ﬁ Due from the Central Bank 34,919,784 15.59] 24,357,519] 10.94
1130 % -V |)? EREN i Marketable Bills and 3 6,245,337 2.79 5,986,024  2.69|
91 119 279 | ﬁ E“ Securities — Less: Net after
99,473 (F 7 & 1y e Provision for drop loss of
NT$119,279,000 in 2002 and
NT$99,473,000 in 2001
1155 ISIEAIIAR Interest Receivable 21 1,247,880,  0.56 1,627,265 0.73]
1140-1170 IR R R B PO EY % - Receivables and Other Current 4 4,195,580, 1.87| 3,973,401 1.78
Vi “F,]ﬁ [IR91+ 1,808,063 (F| Assets — Less: Net after
7 K905 1,810,731 (F 7 & /| Provision for Doubtful Debts
yRE of NT$1,808,063,000 in 2002
and NT$1,910,731,000 in
2001
13xx lF_ll‘I/fEbffvy Purchase of Bills and Loans 21 133,729,137| 59.71| 130,891,845 58.76
1300 MRS S P IR Purchase of Bills and 248,930, 0.11 212,756/  0.10]
Negotiation of Import and
Export
1310 R B Short-term Loans and 6,894,567 3.08 6,476,451 291
Overdrafts
1320 SRR PERE L Short-term Secured Loans and 44,041,189 19.67| 49,050,917] 22.02
Overdrafts
1330 RENTESy Mid-term Loans 6,856,514 3.06] 5,593,994 2.51
1340 [T E R Mid-term Secured Loans 33,747,686 15.07 35,064,604 15.74
1350 ~HheE Long-term Loans 698,770  0.31 398,314 0.18
1360 S HERTE Long-term Secured Loans 41,815,424 18.67] 34,808,463 15.62
Vi |7F ﬁﬁ» = Less: Provision for Doubtful (573,943) (0.26)  (713,654)] (0.32)
Debts
14xx }ft:‘% o S - YR E%IFH'FJ Funds and Long-term 5 232,591  0.10 239,868 0.11
4917 7925(F~ 73'9 07 % /| Investments — Less: Net after
JEHFE Provision for drop loss of
NT$7,925,000,000 in 2002 and
NT$0 in 2001
15xx [l Yk S AE Net Fixed Assets 6 4,065,308 1.82] 4,109,174 1.84
R4 Costs
1501 59%"%11“'1 Lands 1,761,656 0.79 1,761,656  0.79
1521 B HEY Buildings and Structures 1,838,171 0.82] 1,837,946 0.83
1540 ?’1\1 S g ﬁﬁ Transportation Equipment 65,404/ 0.03] 96,4011  0.04
1550 ‘E[ y"ﬂ% Other Equipment 1,350,569  0.60 1,369,488  0.61
1590 FE A Leasing Assets g - 2,148 -
E Eg ,E'.' [' Revaluation Increment 654,957  0.29 654,957 0.29|
+E Fif e F/‘,af‘{' Total Costs and Revaluation 5,670,757  2.53| 5,722,596 2.56]
Increment
15x2 VSR Less: Cumulative (1,641,502) | (0.73)] (1,631,258) | (0.73)
Depreciation
1570 F R T IR YR E Construction in Progress and 6 36,053 0.02] 17,836 0.01
Prepayments
1800 JEETH By % - V@ B4 B 7B 91 F | Non-operation Assets — Less: 7 79,433 0.04 80,232  0.03
11,076 {F 7t K 90+F 10,277 [ 7t {%| Net after Provision for
NAEES] Cumulative Depreciation of
NT$11,076,00 in 2002 and
NT$10,277,000 in 2001
1820 Py ey - (B R ]F 1% }!| Other Assets — Less: Net after 8 29,319,239 13.09] 29,581,144 13.28
Ik > 91+ 2,113,650 (* 7 73' 90 =¥ | Provision of Reveivables on
2,164,922 [F 7 I gl (R (ﬁfﬁl =t Demand for Doubtful Debts of
?’?2,‘91 F 22,024 (F 7 v 9 NT$2,113,650,000 in 2002 and
e Ve NT$2,164,922,000 in 2001 and
Cumulative Depreciation for
Collateral Acceptances of
NT$22,024,000 in 2002 and
NT$0 in 2001
T o3 Pl = Total Assets $223,953,245] 100.001$222,774,673| 100.00
I'I?, = o & Trust Assets 26 $6,527,877 1 $5,283,243 -




Fies : i
Unit: NT$1,000

pono o TR I
Liability and Shareholder Equity Dec. 31,2002 Dec. 31,2001
[y @ = < | i =t = CET & ET
|Code i %7 IiZm b F BDI:IOte " /\:moun%; % ;;noun%; %
21xx R Current Liabilities $2,783,654| 124  $4,059,734| 1.82
2110 E Due to the Central Bank 5.509 ) 5.950 )
2120 LSl & i Due to Baks 9 157,229 0.07 366,202 0.17
2151 Tl FIEL nterest Payables 335,563 0.15 565,299 025
2140-2170 e ECE 8 P B ‘éﬁ‘:ﬁjﬁ;&&ﬁ:f 10 2285353 1.02|  3122.283| 1.40
23xx 1= Deposits and Remittances 21 207,440,480 92.63| 201,091,084| 90.27
2300 LRI Checking Deposits 2,851,687| 127 2,652,596 1.19
2310 iﬁﬁ%ﬁ Demand Deposits 21,197,059 9.47 18,186,827 8.16
2320 TR HE Time Deposits 25,876,307| 11.55 32,229,768| 14.47
2330-2340 f.%g%i HE Saving Deposits 157,480,902| 70.32| 147,975,.827| 66.43
2365 IS o Remittances Payable 34,525 0.02 46,066 0.02
11
25xx = Fgﬁ Long-term Liabilities 12 687,705 0.31 570,014| 0.26
13
28xx HEEa i Other Liabilities 14 142,930  0.06 91,289 0.04
2XXX i Total Liabilities 211,054,769| 94.24| 205,812,121| 92.39
3101 iligy Common Stock 15 15,380,144 6.87 15,380,144| 6.90
32xx T A Capital Reserve 16 163,225 0.07 163,225 0.07
3202 I AR Earnings Reserve 10,019 - 10,019 -
3203 F TR ﬁ:::r‘t‘:“o“ Increment 153,189 0.07 153,189 0.07
3206 Tl Reserve Received 17 - 17 -
33xx W e ik Retained Earnings 17 (2,521,350)| (1.12) 1,542,726/  0.70
3301 SN i Legal Reserve 1,438,192|  0.65 1,416,962| 0.64
3310 Fd 25 08) fg;;‘mumed Profit and (3,959,542)| (1.77) 125,764|  0.06
3510 R Treasury Stocks 18 (123,543)| (0.06) (123,543)| (0.06)
3xxx WS O Rt Total Shareholders® Equity) 12,898,476| 5.76 16,962,552  7.61
£ R A gﬁiﬁ:ﬁi‘;‘e};;ﬁy $223,953,245| 100.00| $222,774,673| 100.00
fﬁ I [?J Trust Liabilities 26 $6,527,877 - $5,283,243 -
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Fr=oA A=+~ [
Jan. 1 ~ Dec. 31, 2002 & Jan. 1 ~ Dec. 31, 2001
it PR (R )

Unit: 'NT$1,000 (except EPS)

e 7o 67 | oo | vewsoor
Code Item Note £ % £ %
Amount Amount
41xx-47xx | =T Operating Income $10,582,873| 100.00| $12,672,488 100.00
4501 FIELE Interest Income 21 9,994,420 94.44| 11,556,049 91.19
4516 =5 Fees and Commission Income 243,199 2.30 209,322 1.65
4530 Securities Brokerage Income 61,542 0.58 55,581 0.44
4531 Figvp % Flgmge | Gains on Marketable Bills & 22,118] 229| 741538 585
Securities Trading — Net
4532 = ootk Gains on Business Investments — Net| 5 11,310/ 0.10 17,624 0.14
4534 ST Tri?:gf;:t"reig“ Exchange 30,284 0.29 92,374 0.73
51xx-58xx | FrH 4 Operating Expenses 15,139,211 143.05| 12,374,002 97.64

5501 FIIEL Y Interest Expense 21 5,156,713 48.73| 8,109,550 63.99
5516 5L Fees & Commissions Expense 82,534| 0.78 71,938 0.57
5530 Securities Brokerage Expense 2,792 0.02 2,493 0.02
5535 Provisions 7,321,041| 69.18 1,518,984 11.99
5831 ?'4’ AT R Research & Development Expenses 7,233|  0.07 7,800 0.06
5832 FYT R Employees' Training Expenses 6,469| 0.06 5,937 0.05
5811 | Business Expenses 2,007,443 18.97| 2,129,502 16.80
5821 ”Ffi"’é@“'] Administrative Expenses 554,986| 5.24 527,798 4.16
6100 [FP¥ FIEGHE) Operating Profit (Loss) (4,556,338)(43.05)| 298,486 236
49xx e S Non-operating Income 37,4721 0.35 25,375 0.20
4903 SR Rental Income 7 14,243| 0.13 15,784 0.13
4911 Hio) ek ZiER Gains on Disposal of Property 12,547/ 0.12 755 -
4929 Rl Other Income 10,682| 0.10 8,836 0.07
59xx e &Il Non-operating Expenses 15,210 0.14 3,848 0.03
5929 Presr] Depreciation 1,200{ 0.01 1,207 0.01
5911 AR S RN Loss on Disposal of Property 13,626 0.13 2,305 0.02
5929 RGN Other Losses 384 - 336 -
6200 e S RalEes Non-operating Income 22,2621 0.21 21,527 0.17
6300 | F B SFIGARD Net Income (Loss) Before Taxation (4,534,076)|(42.84) 320,013 2.53
6400  [FHFHTEEIFE(IH]) | Provision for Income Tax (Expense) 19 470,000| 4.44| (249,000)|  (1.97)
6900 | FHIA ARG Net Income (Loss) After Taxation (4,064,076)|(38.40) 71,013 0.56
2000 fg ,j)ii )ﬁ& B4 %7 6% (' Slrlllizg(; )(Loss) Per Share - Common 20

R IERE o )] Net Income (Loss) Before Taxation (3.01) 0.21

SR ALF|&EYH]) | Provision for Income Tax (Expense) 0.31 (0.16)

R G )] Net Income (Loss) After Taxation (2.70) 0.05
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Taichung Commercial Bank

o 7ude S

Statement of Profit & Loss Appropriation

pliEt Sl e — & % (Year 2002)

Hifk %’F Hf’?fﬁ / Unit: NT$
£ e
Fi i Amount
Item 4 7t FL\[ B
Subtotal Total
ZOEIE Profit and Loss
'ﬁﬁ E}'@JFF']FEE?EJ Loss to be Offsetted (3,959,542,790.38 )

TS Net Loss for the Fiscal Year After Taxation | (4,064,076,509.23)

I o) el z7 Bk Previous Undistributed Earnings 104,533,718.85
fﬁ?ﬁfﬁﬁ [ Appropriation 1,601,417,856.64

FEAH Legal Reserves 1,438,192,877.76

Py i Capital Reserves 163,224,978.88
iCEN 'f%ﬁ A =i Loss to be Offsetted in the End of Period (2,358,124,933.74)

% fﬁ R Loss to be Offsetted in the End of Period | (2,358,124,933.74)
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Satement of Changesin Shareholders Equity
Spped - B P pIEA 2 S A -
WA F o P IR T2 A - ]
Jan. 1 - Dec. 31, 2002 & Jan. 1 - Dec. 31, 2001

sk :sﬁ'}if.fi 7/ Unit: NT$1,000

T E A Bk
Capital Reserve Retamed Earnings &
i Mg o # UL Total

Item Note| Common Stock Treasury Stocks| Shareholders’

JJI|

-

T ) .
g s | PRI s | IO Equity
. Revaluation FER S
Earnings Reserve Accumulated
Increment . Legal Reserve
Reserve Received Profit and Loss
Reserve

ISR
[Balance on Jan. 1, 2001

e /Jﬁ/_’]iﬁ{lj:ﬁ—}g'/
S5l © Appropriation
of Earnings for 2000

$15,380,144 $9,774, $153,189 $6 $1,398,868 $73,090 $- $17,015,071

LR A 17
Legal Reserve

- - - - 18,094 (18,094) - 1

Jorf B 11 LY
FIA e

2001°s  Transfer  of] 245 - - - (245) - ]
After-taxed Gains on)
Disposal of Fixed Assets|

to Capital Reserve

i Gao il
bt

Turn D1V1dend into| - - - 11 - - - 11
Capital Reserve due tof
Overtime Application

FE R

Purc}ise of Treasury] - - - - - - (123,543) (123,543)
Stocks

T TR A
Net Income After] - - - - - 71,013 - 71,013
Taxation for 2001
IERELERENT
% #27 Balance on Dec. $15,380,144 $10,019 $153,189 $17 $1,416,962 $125,764 ($123,543) $16,962,552)
31,2001
ISR ET o
[il : Appropriation of]
[Earnings for 2001

el A 17 - - - - 21,230 (21,230) - -
Legal Reserve

Jed - F R A
[Net Income After - - - - - (4,064,076) - (4,064,076
Taxation for 2002

IEEESEUERE
[lagdE $15,380,144 $10,019 $153,189 $17 $1,438,192 ($3,959,542) ($123,543) $12,898,476)
[Balance on Dec. 31, 2001
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Taichung Commer cial Bank

Statement of Cash Flow
Jan. 1 ~ Dec. 31, 2002 & Jan. 1 ~ Dec. 31, 2001

Unit: NT$1,000

2002 2001
Item Subtotal Total Subtotal Total
Cash Flows from Operatng Activities:
Net Income (Net Loss) ($4,064,076) $71,013
Adjustments:
Depreciation Expenses 177,605 140,535
Amortization 23,838 26,451
Provision for Doubtful Debts 7,137,339 1,316,470
Provision for Doubtful Debts Released (7,573,847) (1,063,611)
Write-off Loans Collected 242,857 28,114
Payment of Pension (178,525) (201,461)
Provision for Contingent Losses 1,201 1,074
Provision for Guarratee Liability 3,976 -
Net Losses on Disposal of Fixed Assets & 1,066 779
Non-operation Assets
Investment Profit Realized by the Equities Law (649) -
Investment Loss 7,925 -
Provision for (reversal of) decline in market value 19,806 (1,190,167)
of Bills held
Increase (Decrease) in Interest Receivable 379,385 (197,783)
Increase in Bills held for trading purpose (757,884) (397,302)
Increase in Receivables & Other Current Assets (219,510) (360,302)
Decrease in Interest Payable (229,736) (88,990)
Decrease in Payables & Other Current Liabilities (836,930) (1,581,504)
Increase in Other Liabilities — Others 33,251 -
Net Cash Flow from Operating Activities ($5,832,908) ($3,496,684)
Cash Flow from Investing Activities:
Increase in Due from Central Bank $(10,562,265) $(15,884,558)
Decrease (Increase) in Bills held not for trading 478,764 (691,406)
purpose
Decrease (Increase) in the Purchase of Bills & (2,697,581) 1,719,208
Loans
Acquisition of Fixed Assets (111,767) (320,585)
Proceeds from Disposal of Fixed Assets & 412,409 37,065
Non-operation Assets
Increase in Funds - (53,960)
Net Increase (Decrease) in Other Assets 33,217 (4,016,699)
Net Cash Flow from Investing Activities ($12,447,223) ($19,210,935)
Cash Flow from Financing Activities:
Decrease in Due to Banks $(208,973) $(2,799,819)
Decrease in Due to Central Bank (441) (38)
Increase in Deposits and Remittances 6,349,396 19,318,176
Increase  (Decrease) in Guarantee Deposits| 13,391 (10,631)
Received
Increase (Decrease) in Long-term Liabilities 117,691 (73,557)
Decrease in Reserves for Loans (178) (714)
Purchase of Treasury Stocks - (123,543)
Net Cash Flow from Financing Activities $6,270,886 $16,309,874
Decrease in Cash and Cash Equivalents for the Period ($12,009,245) ($6,397,745)
Beginning Balance, Cash and Cash Equivalents 21,928,201 28,325,946
Balance, Cash and Cash Equivalents $9,918,956 $21,928,201
Supplemental Disclosure of Cash Flow Information
Income Tax Paid for the Period $79,291 $164,426
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Main Items of Property Holdings

December 31, 2001

Unit: NT$1,000

Items Summary Amount

Cash & cash equivalent

9,918,956
Due from Central Bank Deposits reserve in Central Bank

34,919,784

Marketable bills and securities— Net Purchase of marketable securities
amount 6,245,337
Interest receivable Receivable of interests due

1,247,880
Receivables and other current assets — Receivables of items due including interbank remittances,
Net amount clearing fund, etc. 4,195,580

Purchase of bills and loans

Purchase of bills and negotiation of
Import and Export

Short-term loans and overdrafts

Short-term secured loans and
overdrafts

Mid-term loans
Mid-term secured loans

Long-term loans
Long-term secured loans

Less: Provision for doubtful debts

Funds and long-term investments

Net Fixed assets

Costs
Land

Buildings and structures

Transportation equipment
Other equipment
Revaluation increment
Total costs & revaluation increment

Less: Cumulative depreciation

Construction in progress and
prepayments

Non-operation assets

Other assets

Total

Purchase of various drafts and negotiation of import and
export

Loans and overdrafts without collateral within one year

Loans and overdrafts with collaterals within one year

Loans without collateral for more than one year but not
exceeding seven years

Loans with collaterals for more than one year but not
exceeding seven years

Loans without collateral exceeding seven years

Loans with collaterals exceeding seven years

Refundable deposits paid of trust liabilities under custody
and long-term business investments

Land for construction

Building, related facilities and supplementary
constructions

Vehicles and telecommunication facilities

Vault, office utilities

New constructions and equipments

Leased and non-performing assets

Delinquent accounts, telephone installations, guarantee
funds, etc.

133,729,137

248,930
6,894,567

44,041,189
6,856,514

33,747,686
698,770

41,815,424
(573,943)

232,591
4,065,308

1,761,656

1,838,171
65,404
1,350,569
654,957
5,670,757
(1,641,502)
36,053
79,433

29,319,239
223,953,245
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CPA Auditing Report

To Board of Directors and Shareholders

Taichung Commercial Bank

We have audited the accompanying balance sheets of Taichung Commercial Bank as of December 31,
2002 and 2001 , and the related statements of income, changes in shareholders’ equity and cash flows for
the years then ended. These financial statements are the responsibility of the Corporation’s management.

Our responsibility is to express an opinion on these financial statements based on our audit.

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

opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Taichung Commercial Bank as of December 31, 2002 and 2001, and the results of its
operations and its cash flows for the years then ended in conformity with the generally accepted
accounting principles and “Regulations Governing the preparation of Financial Statements of Public

Companies” in the Republic of China.
Centre & Co., CPAs
Address: 8F-1, No.180, Chang-An West Rd., Taipei, Taiwan, R.O.C.
TEL: (02) 2556-2299
CPA License: (1983)-tai-tsai-cheng-(1) No. 2583

Accountant:

Date: February. 21, 2003
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(1) Company chronology and business scope

Under the direction of the Provincial
Government of Taiwan on Sep. 27, 1952, Taichung
Credit Union Savings Company, Limited was
founded with final approval as of April 1953, and
began its operations in August of the same year.

Initially, there were five branches, which grew
with 15 more tender offices, and then 14 tender
offices were subsequently upgraded as branch offices
beginning in 1963, and a savings department founded
in 1966. A revision to the banking laws announced
in July 1975 which stipulated that all credit union
savings companies were streamlined into the banking
system by governmental authorities, with a central
mission to bring solid financial management to the
banking section, where the public and small
businesses could seek financing and capital
equipment financing, which paved the way for the
company’s upgrade to Taichung Small Business
Banking Company, Limited in January 1978, offering
financing to the public as well as financing that fuel
business and commercial developments, as the
company is eventually upgraded to Taichung
Commerical Banking Company, Limited by
December 1998. It operates a total of 78 branch
offices, supported by business, trust, consumer
banking, international banking, securities brokerage
departments as well as offshore banking branches.

The initial capitalization of half a million dollars
has quickly been upgraded to two hundred million in
support of operating needs. The 1977 upgrade
approval that stipulates a minimum capitalization cap
of three hundred million finds the firm to undergo
three subsequent capital reinvestment of fifty million
each in 1980, 1981, and 1982 as per required by a
directive from the Ministry of Finance issued in July
1979. With a few more subsequent -capital
reinvestments since 1985 in support of increasing
operational needs, the firm has a total capitalization at
NT$15,380,144,000, backed by 1,538,014,400 shares
currently in circulation.
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Our main items of banking operations include:
1. Checking deposits.

2. Various kinds of other deposits.

3. Issuance of financial bonds.

4. Corporate and consumer loans.

5. Bills & notes discounting.

6. Investment in marketable securities other than
corporate stocks.
7. Domestic remittances.

8. Bankers acceptances.

9. Issuance of domestic letter of credit.
10.Domestic banking guarantees.

11. Agent of collecting and paying bills.

12.Consignment sales of gold bars, gold coins and
silver coins.

13.Export financing, import financing,
international remittances, foreign currency
deposits, foreign currency loans & foreign

currency guarantee services.
14.Warehousing, custody, and agency services
related to any business listed above.

15.Trust services approved by the Trust Fund
Underwriting Law.
16.Issuance of credit cards.

17.Underwrite a variety of central agency
sanctioned underwriting services and collection
for local treasuries.

18.Marketable securities underwriting, consigned
pledging and house pledging.

19.House trading on government bonds.

20.Underwrite marginal trading and collateralized
financing on marketable securities transactions.

21.Short-term  notes brokerage and house
underwriting.

(2) Accounting Policy

1. Financial Reports Established Principle

Financial Reports include the head office,
domestic and international branches accounts of
this bank. The inner-business interaction between
them and inner loss or earnings accounts should be
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deleted while establishing the Financial Reports.

11. Cash Equivalent

Cash equivalent refers to short-term and highly
liquid investments, which are maturing in three
months and conforming to the following criteria,

1. Ready conversion to a fixed amount of cash.

2. Influence of fluctuations in interest rates
when applies on the actual value of
investments upon maturity is considered as
either minimal or negligible.

11i. Marketable Bills & Securities

The purchase of Valuable securities, time
deposits, bankers acceptances, commercial papers,
and others that are entered at cost. Interest
revenues derived from the purchase are expressed
as after taxation. Marketable bills & securities are
valued at the lower of cost or marke value is less
than the carrying value and is charged to the
current Statement of Income. In comparising cost
and market value, listed or over-the-counter stocks
and closed-end funds utilize the average closing
price of the open market during the last month of
the accounting period. On the other hand, market
price for open-end funds are calculated based on
the NAV (net asset value) per unit in the
beneficiary certificates on the date of the balance
sheet. Market value for bonds is based on the
closing price on the last date of the fiscal year.
Disposals of securities bought are stated at cost
while beneficiary certificates & listed & OTC
stocks are determined by the moving average
method. Other disposals are determined by other
specific methods.

1v. Bill purchased, cash discounts and loans

The account amount of bill purchased, cash
discounts and loans depends on the current capital,
without counting the not yet earned interest.

If the bill purchased and loan have met the
payoft contract six months rule, and not been paid
off, it should turn to delinquent accounts, and stop
counting the interest income.
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To those who change the credit terms, they
agree to pay interest, it should be counted as
“partial by interest, partial by allowance”, the both
sides should list on their Balance sheet. It can be
listed as interest income only when the borrower
pays interest.

v. Provision for doubtful debts

Our bank has appropriations set aside for
outstanding balances for purposes of write-offs for
loans, cash discounts, bills purchased, receivables
and delinquent accounts.

The procedures concerning a write-off for an
account loss is in accordance to the risks of unpaid
liabilities for single loan accounts to multiple loan
accounts. The risk of a single loan was evaluated
within guidelines of our regulations to forecast the
possibility of unpaid liabilities.

According to “The Rules for Bank to
Appropriate Provision for Loss due to Assets
Evaluation and to write off overdue Receivables
and Bad Debts” modified and announced by the
Ministry of Finance on Sep. 10, 2002, the bank
writed off the unpaid liabilities which net the
requirement after acquiring the authority’s
approval.

vi. Long-term Equity Investment

Long-term equity investments in equity
securities that represent less than 20% of
investees’ common stock ownership are stated at
cost if those are non-listed, and are stated at the
lower of cost or market value if traded in the stock
(open) market. Stock dividends are accounted for
only increase in the number of shares held and are
not recognized as investment income. Investments
are carried at cost less reduction attributable to
other than temporary decline in value, and this the
reduction is charged to current income.

Investments, in which the Bank owns more
than 20% and less than 50% of the common shares
of the investee or in which the Bank owns less
than 20% of the common shares of the investee,
but exercises a significant influence over the
investee’s operation, are accounted for under the
equity method. Quarterly financial statements are
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not required for the equity method. The difference
between the investment costs and book value of
net assets acquired is amortized over 5 years
evenly.

When the Bank acquires a controlling interest
(over 50%) in common stocks of a corporation, it
becomes the subsidiary of the Bank. The Bank
must prepare consolidated financial statement at
year-end. If the total assets and operation revenues
of a subsidiary do not exceed 10% of the Bank’s
respective accounts, consolidated statements are
not required. If the total assets and operating
revenues of the unqualified subsidiary are more
than 30% of the amount of the Bank, the
subsidiary with assets and operating revenues
amounted to more than 3% of the Bank’s amount
still needs to be consolidated in the Bank’s
financial statements. The subsidiary needs to be
included in the consolidated statements until the
total assets and operating revenues of the
unqualified subsidiary decreases to less then 20%
of the amount of the Bank. The Bank does not
need to prepare the consolidated statements under
requirement.

Upon sale of long-term equity investments at
cost, the moving-average method is used to
compute with gains or losses included in current
revenue.

vii. Fixed Assets and Non-operating Assets

Fixed assets are stated at cost or cost plus any
increase in  revaluation less accumulated
depreciation. The revaluation of the fixed assets is
based on the “Principles of The Revaluation of
The fixed Assets”. Improvements and major
renovations of fixed assets are capitalized while
expense incurred related repairs and maintenance
of fixed assets is charged to current income.

Depreciation is computed by the straight-line
method over the legitimately estimated useful
lives, plus salvage value. The carrying values of
the properties, which were fully depreciated over
the foregoing lives but are utilized by the Bank,
are depreciated over their remaining estimated
service lives.

Fixed assets held for lease and fixed assets not
in use are stated in the non-operating assets, and
their depreciation expenses are charges to current
non-operating expenses.
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viil. Collaterals and Residuals Taken Over

Collaterals received are states at cost. The
foregoing service lives, plus one year of the
estimated salvage value, are used to depreciate the
collaterals by using the straight-line method. The
initial estimate of the service lives of the
collaterals is 55 years.

Upon sale or disposal of the collateral, the
accumulated depreciation is removed from the
account, and the resulting gain or loss is credited
or charged to current income.

The macroeconomic environment affects the
value of collateral. The gain or loss related to the
sale or disposal of the collaterals in the future
therefore is not able to be precisely estimated, and
is likely to be different from the -currently
estimated amount.

1x. Deferred Expenses

The expenditures for improvements of the
properties or the installations of the
communications are amortized over 5 years.

x. Employee Pension Plan

The Bank sponsors a retirement plan covering
all full-time and regular employees. The Bank had
appropriated 4% of employees’ salary as
retirement payable account until 1995. The
Employees’ Retirement Funds has been set by in
Dec. 1996 and has been managed by the
Committee of The Employees’ Retirement Funds.
The net periodic pension cost (fund) calculated by
the actuary is appropriated at the designated
account and the appropriation of the fund is
retroacted from Jan. 1996.

Since 1996, the pension funds computed by the
actuary are composed of service costs, the accrued
interests of projected benefit obligation, projected
returned on plan assets, the amortization of
unrecognized service costs, and amortization of
unrecognized net assets or net obligations as
transition. Unrecognized net assets or net
obligations at transition are amortized over the
average employees’ remaining service year-17
years, and unrecognized prior service costs are
amortized over the average employees’ remaining
year-22 years.
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x1. Reserves for Contingent Losses

Complying with the requirement of the SEC,
2% of revenues from transaction service in
securities brokerage are allotted as reserves for the
default of security settlement every month.

xii. Business Provisions

Provision for guarantees is 1% of the ending
balance of guarantee accounts but not exceeding
the guarantee commissions received of the year.

xiil. Financial Derivatives

(1)Foreign Exchange Forward Contracts for other

than trading purpose
For other than trading-purpose forward
contracts, the foreign currency assets and

liabilities are recorded at the contracted forward
rate on the contract date. Gains or losses from the
differences between the contracted forward rate
and the spot rate are amortized over the contract
duration, and the amortization of gains or losses is
credited or charged to current income. For
contracts outstanding at the balance date, the
difference between contracted forward rate and the
spot rate are credited or charged to current income.
Upon settlement, the gain or loss caused by the
difference between the contracted forward rate and
the spot rate at the settlement date is credited to or
charged against income.

(2) Interest Rate Swap

Other than trading-purpose interest rate swap
represents the agreement between two parties to
exchange periodic interest payment that is based
on the principle (bond or loan, etc.) during the
contracted period, most often fixed vs. Floating
interest rate. Net interest, received or paid upon
each settlement, or accrued on balance date, is
recorded to adjustment to interest revenue or
expense of the principle being hedged.
(3)Cross Currency Swap-Interest

Currency Swap Contract

The cross currency swap, transacted for the
purpose to meet the needs for working capital of
various foreign-currency, is by nature a money
market instrument. It represents two foreign
exchanges dealt with simultaneously, that is, one
spot transaction and a forward transaction with the
same amount but in opposite direction. The

Rate and
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foreign currency assets or liabilities for the spot
transactions are recorded at the spot rate at the
contract date, whereas those for the forward
transactions are recorded at the forward rate at the
contact date. The difference between the spot rate
and the forward rate is evenly amortized into
interest revenues or expenses by the straight-line
method over the contract live. Interest received or
paid upon each contracted settlement date is
calculated at the contracted interest rate and is
recorded as adjustment to interest revenues or
expenses.

xiv. Taxation

The Bank adopted SFAS No. 22 “Accounting
For Income Tax” to make interperiod tax
allocation and intraperiod tax allocation. Income
tax effects from taxable temporary difference are
taken as deferred tax liability, while income tax
effected from deductible temporary difference,
loss carryback or loss carryforward, and tax credit
are taken as deferred tax asset. Deferred tax assets
are recognized subject to management’s judgment
that realization is more likely than not. The
amount of allowance to reduce deferred tax asset
to expected realizable value is realized on basis of
such judgment. Adjustment to prior years’ income
tax payable is reflected as current income tax
expenses.

The 10% surtax on distributed earnings is
recorded as current expense on the date of the
stockholders’ Meeting to declare earning
distribution.

vx. Treasury Stocks

Based on SFAS No. 30 “ Accounting For
Treasury Stock”, the Bank purchased outstanding
stock from market as treasury stock. Treasury
stock should be recorded as at cost in the
“Treasury Stock” account. Upon sale of treasury
stock, the excess of sale price over book value is
stated as “Capital Surplus-Treasury Stock”.
When the sale price is lower than book value, the
difference is  charged against  “Capital
Surplus-Treasury Stock”. Any deficit from such
transaction is offset from the “Retained Earning”.
The book value of treasury stock is calculated by
the weighted-average method by the category of
common or preferred stocks.
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When the treasury stocks are retired, “capital
surplus-premium on stock issuance and capital
stock™ shall be offset on pro rata basis. The excess
of book value over capital stock par value and
premium on stock issuance will offset “Capital
Surplus-Treasury Stock”, and any deficit is
deducted from the “Retained Earning”. If the book
value is lower than capital stock par value and
premium on stock issuance, the difference will be
added to “Capital Surplus-Treasury Stock™ in the
same category.

(IIT) Any Reasons And Effects Of Changes In

Accounting Principles
None




(MDE R/ Tﬁ?ﬁ‘il FLV B 1V. Significant Accounts

- Fl&E Y ,5"31'5 1. Cash and Cash Equivalent

91 = 12F]31F! 90 = 12F]31F!
¥ 3 ftem Dec. 31, 2002 Dec. 31, 2001
’ﬁ[ﬁ'fﬁéﬁ Cash on hand $2,599,176 $2,648,075
Rty fﬁffﬁ‘ Foreign currency on hand 217,748 215,263
’rﬁ R ANE Notes and check for clearance 651,229 969,510
=y [ﬁ@;’ Due from banks 596,947 902,931
Pl [ﬁ]# Call loans to bank 4,970,580 7,359,113

?w‘?lﬁﬁ S—FF'_[[ * E1%5 Purchase of short-term bills —

as cash equivalents

Q‘—_ i Certificates of time deposits 34,003 503,009
? S — Eﬁ Securities — Government
341,591 8,394,267
bonds
F?gﬁ;’ + B Commercial papers 507,682 936,033
Fﬁ[ Zf Total $9,918,956 $21,928,201
Ol B35 S HEH AR - (1) Collaterals are not provided for purchase of short-term bills.

CHytk s F{J'ﬁ[ﬁ‘ﬁ% & W W - PJ?‘IW[“\ * (2) Insurance subscribed to cover the company’s cash on hand is

listed as follows:

91F 12%]31F! 90F 12%]31F!
T Fi Item
Dec. 31, 2002 Dec. 31, 2001
P T Cash on hand insurance $ 4,491,604 $ 6,216,261
ﬁEf’FI & P Cash in the operating counter 1,642,645 2,207,474
& EE Cash in transit insurance 1,000 300,000
Qlﬁ 3] €7 e Currency counterfeit insurance 1,000 500
AL Shortage of cash insurance 1,000 1,000
EJ%ZB? “Fﬁ*—?}‘jﬁ% Alterations and counterfeit
KB insurance for marketable bills & 10,000 10,000
securities
F&[ = Total $ 6,147,249 $ 8,735,235
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2. Duefrom Central Bank

Due from Central Bank, deposited at the
designated account in the Central Bank, is provided
for deposit reserves in compliance with the
requirements of the Article 42 of Bank Law and
The “Adjustment and Auditing to Banks’ Deposit
Reserves” Regulation.

3. Securities Purchased

91 12F] 31! 904 12F]31f!
Dec. 31, 2002 Dec. 31, 2001

$ 2,871,330 $ 2,640,000

4,238 57,344

3,106,798 2,118,115

382,250 209,970

- 826,544

- 233,524

( 119,279) ( 99,473)

$ 6,245,337 $  5.986,024

Securities purchased as deposit reserves and due
from banks are stated in the designated account. None
of the above listed securities have been pledged as
collaterals.



P4~ ISR P AT 4. Accounts Receivables and Other Current Assets

91 12k 31}! 90F 12%]31F}!
Dec. 31, 2002 Dec. 31, 2001

Tl BT B Bank acceptance receivables $ 146.353 $ 110,702
PR Other receivables 3,190,922 3,574,915
Vit fﬁ ﬁﬁ» = Less: Allowance for doubtful

accounts ( 1,808,063) ( 1,810,731)
REIRES el Prepayments 2,393,250 1,247,531
ISIERE @Wﬁ Receivables on forward

contracts sold 564,117 713,665
[SIEsTN= Sy Receivables on  forward

contracts 128,132 165,784
Vit (]S T mipER; Less:  Payables on  forward

contracts purchased ( 33,826) ( 34,998)

ISy Payables on forward contracts ( 658,423) ( 844,451)
PG ALY
Deferred income tax assets - current 75.000 307,926
Eelss % Gains receivables 149.079 332,597
'J’EL[’YEJ]%Z Bills and notes receivable 5.873 7.650
ST Eay Accounts receivable 43.166 202,811
~ =
fi = Total $ 4,195,580 $ 3,973,401
R S & BT U B %}\ﬁ By Other receivables including payments made in
. behalf of investors if default NT$1,794,188,000 and

B 91 &F K 90 F I TR 1,7 94188 [+ 81,794,188,

NT$1,801,777,000 for 2002 and 2001, respectively,

= 1,801,777 (v ST 91 =R 90 to which different Allowence for Doubtful Accounts

=+ T Iﬁﬁfﬁ\ ik 1,794,188 [+ 7~ » had been allocated at NT$1,794,188,000 and
1,801,777 [F5 o NT$1,801,777,000, respectively for 2002 and 2001.
T FLE R S 5. Funds & Long-term Investments
(- )EE (1) Funds:
91F 12F]31[! 90F 12F]31[!
Dec. 31, 2002 Dec. 31, 2001

U EETE RN )
Reserve for compensation of trust $ 50000 $ 50000

liabilities under custody

(RS E BT 103 [ VA0 IR ot Pursuant to Article 103 of the Banking Law, the
~ sy r e Central Government Development Bonds were
%‘(« J,E] =N IE N =X r’},**"‘ }@E IE(H: p
I?‘Q%F HELT [ - Xft[ ﬁF deposited with Central Bank of China as reserves for
compensation of trust liabilities under custody.
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(2) Long-term Investments:

91F 12F]31F}!
Dec. 31, 2002

90F 12F]31F[!
Dec. 31, 2001

il HE= Y
BT 2 ] 478 R 2 4 R4 g
Shareholding Shareholding
Name of Invested Firms Book Value Book Value
Rate(%) Rate(%)
AR
Unlisted Corporations:
{ES S
$ 806 0.08% $ 806 0.08%
Taiwan Securities Central Depository Co., Ltd.
THIH R H{J,
10,817 30.00% 10,817 30.00%
Taichung Real Estate Management Corporation
?J’?‘f I -3 Bl 2 il
29,000 4.84% 29,000 4.84%
Yu Shen Venture Capital Corp.
il Rz 2 il
800 0.40% 800 0.40%
Taipei FX Inc.
1 7] ‘[‘:ﬁﬁfll,
59,945 0.99% 59,945 0.99%
Fubon Securities Financial Corp.
FIHERE 55 £ A Tl
40 — 40 —
Central Bills Financial Corp.
f lﬁ?wﬁ}lf[h i [ il
30,000 10.00% 30,000 10.00%
Jihson SITC
£ T A
9,000 0.45% 9,000 0.45%
Taiwan Commodities Exchange
f &5 7l
45,500 1.14% 45,500 1.14%
Financial Information Corp.
Il PR A I 2,207 99.00% 1,980 99.00%
Taichung Bank Non-Life Insurance Agent Co., Ltd.
Fifl1EEL " SR PR T E IR il 2,401 99.00% 1,980 99.00%
Taichung Bank Life Insurance Agent Co., Ltd.
fi =
$ 190,516 $ 189,868
Total
TR _
Less: Allowance for Market Value (7,929
el NgEAmount $ 182,591 $ 189,868
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Taichung Bank Non-Life Insurance
Agent Co., Ltd.

VB (U o Ay L

Taichung Bank Non-Life Insurance
Agent Co., Ltd.

(5 )4 2 FER IS L R -

(1) Since Taichung Real Estate Management
Corporation has been in liquidation status, the
equity method for long-term investment on
Taichung Real Estate is no longer applicable.
Besides, allowance for market value decline are
assessed based on the possibilities of loss on
long-term equity investment.

(2) Since 2002, long-term equity investment on
Taichung Bank Non-Life Insurance Co., Ltd. and
Taichung Life Insurance Co., Ltd. are accounted
for equity method, and the original investment
costs and gain on the investment are listed as
follows:

O |5

Investment Profit

Fl%ﬁs*ﬁi}i Jod — =F @ Juq = &

riginal
Investment Cost Year 2002 Year 2001

$

$

59

1,980 $ 227 $ -

1,980 421 -

(3) None of the Bank’s long-term investments are
provided for pledge as collaterals



4~ [l

915 12F]31 ]!
Dec. 31, 2002

TS
Acquired Cost

£ iR
Revaluation

Appreciation

6. Fixed Assets

R _ KEHTE
[
Accumulated
Subtotal
Depreciation

I 51
Book Value

Ly $ 1,761,656
Land
g

Building and

1,838,171

Structures
g )
Transportation

65,404

Equipment

Other Equipment

F TR
eSS

Contruction in

1,350,569

36,053

Progress and

Prepayment for

Facilities

$ 514,529

140,428

$ 2,276,185  $ -

1,978,599 624,586

65,404 57,391

1,350,569 959,525

36,053 -

$ 2,276,185

1,354,013

8,013

391,044

36,053

fl s 5,051,853

Total

$ 654,957

$ 5,706,810 $ 1,641,502

$ 4,065,308

90F 125|31F!
Dec. 31, 2001

@%@i
Acquired Cost

Fi i
Revaluation

Appreciation

P MARFITE
M § Accumulated
Subtotal o

Depreciation

I 1
Book Value

S LY $
Land

e

Building and

1,761,656
1,837,946
Structures

g

Transportation

96,401

Equipment

S P

Other Equipment
RV

Rental Properties

H R T
i

Contruction in

1,369,488

2,148

17,836

Progress and

Prepayment for
Facilities

$ 514,529

140,428

$ 2,276,185 $ -

1,978,374 577,766

96,401 85,990

1,369,488 966,449

2,148 1,053

17,836 -

$ 2,276,185

1,400,608

10,411

403,039

1,095

17,836

fi SIS 5085475

Total

$ 654,957

$ 5,740,432 $ 1,631,258

$ 4,109,174
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915 127]31f!

(1)Fixed assets and lands for home site were revalued
in accordance with governmental regulations.
Lands were revalued by the governmental
announced price. Other fixed assets were revalued
in accordance with the “Guideline of Assets
Revaluation For Profit Organization.” As of Dec.
31, 2002 and Dec. 31, 2001, the reserve for the
land incremental tax of properties appraisal was
NT$276,281,000 for each year, and has been listed
under long-term liabilities, detailed in Schedule
10.

(2)Non-operational fixed assets that have been
transferred under other assets are provided in
Schedule 7.

(3)None of the fixed assets has been pledged as
collaterals.

(4)Fire insurance subscripted for fixed assets are
listed as follows:

905 12]31F!

Dec. 31, 2002 Dec. 31, 2001
el Pl T S0 T (2T
e 9—$ N | |
Buildings and quupment $ 1,400,500 $ 1,409,400
RIS ﬁﬁf‘%
Transportatl n quiprnent 2,224 2,493
F’—‘[ Total F $ 1,402,724 $ 1,411,8¢

- R

914 125|311

7. Non-oper ation Assets

90 12531}

Dec. 31, 2002 Dec. 31,2001
HFEYE ¢ Rental Properties:
5= Bl Land $ 9,147 $ 9,147
K Bl T
g
Building and Structures 3,660 3,660
Ti o REHTES
Less: Accumulated ( 1,838) ( 1,715)
Depreciation
4 Sgttotal $ 12,969 $ 13,092
Nr Y
on-performing Assets:
=B Land $ 38,310 $ 38,310
K ol K T B
g
Building and Structures 37,392 37,392
TR R E TR
Less: Accumulated ( 9,238) ( 8,562)
Depreciation
4 Sghtotal $ 66,464 $ 67,140
R IR A
Total Leased & Non-performing $ 79,433 $ 80,232

Assets
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P
(=) 4=
(=) PO I Rl Sf R B s s
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(1)Reserves for land incremental tax of revaluation
on leased and non-performing company assets
(house site) in the amount of $13,332,000.00 have
been appropriated and listed under long-term
liabilities - land incremental tax reserve.

(2)None of the leased or non-performing company
assets have been pledged as collaterals.

(3)Revenue projection on leased company assets is
provided as follows:

H f] & K
Period Amount
Ao 92 F
$ 5,644
Year 2003
Ao 93 F
1,932
Year 2004
Ao 94 F
1,713
Year 2005
s H PRy k 8. Other Assets
91 F 12F[31}! 90F 12F[31}!
Dec. 31, 2002 Dec. 31, 2001
(e
i $ 26,600,923 $ 27,596,740
Delinquent Accounts
W TR R
Less: Allowance for Doubtful (  2,113,650) ( 2,164,922)
Accounts
NS
) 1,144,678 2,144,105
Refundable Deposits
H e
45,345 59,073
Other Deferred Expenses
SERIGT S e
Securltles Brokerage Operations 304 1,500
on credit account - Net
A
il 1,804,781 919,698
Collateral Acceptances
ST £ 4
411,424 293,387
Deferred Pension Cost
PP HAT Y —ZER ]gw
Deferred Income Tax Assets - 1,425,434 731,563
Non-current
F’ﬁ Téthl $ 29,319,239 $ 29,581,144
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Ju~ L[ Tt 9. Dueto Banks

91F 12F|31F! 90F 12F|31F!
Dec. 31, 2002 Dec. 31, 2001
ST R R
$ 105,953 $ 352,561
Due to Banks
EARC I 4
51,276 13,641
Overdraft from Banks
g #t
$ 157,229 $ 366,202
Total

o I ECE E A I

10. Accounts Payables and Other Current Liabilities

91F 125]31F}! 90F 125]31F}!
Dec. 31, 2002 Dec. 31, 2001
ISREER
$ 261,318 $ 320,762
Accrued Expenses
el FRIsR
Payables and Collections in 36,345 24,236
Advance
HEEA R
1,491,780 2,064,238
Other Payables
TR
139,713 104,716
Bankers Acceptances
H TR
354,393 587,521
Other Prepayment
TEr AR
- 15,288
Payables on Tax Income
Tl b
1,804 -
Payables on Forward Contracts
SRETi=Sy
- 5,522
Payables on Forward Contracts
b at
F 5 2,285,353 $ 3,122,283
Total
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11. Long-term Liabilities— Reservefor Land I ncremental Tax
917 125]31F! 90F 125]31F!
Dec. 31, 2002 Dec. 31, 2001

LSRN S
Beginning Balance
s W)

Add: Current Allotments
b ¢ S

Less: Current Cancellations

$ 276,281 $ 276,281

LI - Gl
Ending Balance

$ 276,281 $ 276,281

42 =W R R £

12. Long-term Liabilities— Accured Pension Cost

915 12531} 90 125] 31!
Dec. 31, 2002 Dec. 31,2001
Meshisl ik & & f
s i pI i $ 411,424 $ 293387

Acured Pension Cost

1= 2R A R

13. Long-term Liabilities— Obligation under Capital L eases

01 125]31] 1 90 125]31] 1
Dec. 31, 2002 Dec. 31,2001
TR ; $ 346

Obligation under Capital Leases
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915 127]31[!

14. Other Liabilities

905 127]31[!

Dec. 31, 2002 Dec. 31, 2001
F S
" , . $ 73,682 $ 60,290
Refundable Deposits Received
R ERL
TFJ _ ,« - 178
Appropriation for Loans
AR
i i 15,011 13,810
Reserves for Unusal Loss
R 18
Reserves for Losses on 20,987 17,011
Guarantee
* 1 Others 33,250 -
F’ﬁ I Total $ 142,930 $ 91,289
(—) =FEFF (1) Pension Plan
ENED i F i{ﬁ%ﬁiﬁ%ﬂ B FE il ﬁr” K The Bank sponsors a retirement plan for all
N regular employees. Every employee can earn
el e _ _{
N aJiﬁ' 2 [“ ES two-month salary for each year of service.

)

frﬁaﬁag , ]E% JTET [‘l:ﬁp a 53
A TS o R D 2 LR
L au:@#w EE R RN
Fhe [ 5sPR & 0 [ AU A R oss
MRED*]E&T"W [ 1 . s P B b i
T RLEETRT <
E[ 86 F 5 k|1 EH&I ’ %‘iﬁi’ 'Ei[«“i%a gx‘@g
vk I/;[:Eljdtgj%_ v fil |- EIFTEI [ EEL
v I/%J—Léw IR & A o BT Sl R 5EL
B R S < LTJ%E'@‘?%*;H*E'H ST PR A
+2 6 er%'f*ﬁlh%ﬁ'oﬂfﬁéﬁ SES
;:%EH—EIJ I/ﬁ}ﬁ[;]«\bwﬁEj i—gg%f}g#%}—g(
P TED 4% 2% 5 Sk BL 2 BV
TP ED 4% o (MEEREEH LY
/UlH?@ 1395 F[I_JB‘S«HJH’"{ S =Pk =) %
UGS+ H = 4 = T s et r[
E‘ 85 & ﬂél]?;';ﬂ Jft ﬂ”' VEBTAREE R
T SPRYEE T IR
H"}\lr:u; Hb o
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Employee whose year of service is over 15 years
is allowed to earn one-month salary for every
additional year of service, with a maximum of 45
months. In accordance with the Bank’s retirement
plan approved by the Board of Director, pension
payment is calculated on basis of year of service
and salary and position of the last service month.

(2) Since May 1, 1997, the Labor Standard Law has

been applied to employees’ benefits of all
financial institutions, and net periodic pension
costs have been recognized by the Bank in
accordance with the Labor Standard Law. The
Bank adopted the SFAS No. 18 “Accounting for
Pensions” that is applied to the policy of the
retirement and severance of the Bank’s
employees. The discount rate for calculated
pension obligation and the rate for adjusting
long-term averaged basis point are 4% and 2%
respectively. The rate of projected return on plan
assets 1S 4%. Based on actuarial calculation, the
net obligations at transition are amortized over 17
years and unrecognized prior service costs are
amortized over 22 years. Since 1996, the Bank
has funded the “employees” pension fund and
labors’ retirement reserve fund” at independently
designated accounts of the Bank’s Business
Department and the Central Trust of China.
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Non-vested Benefit Obligation
B 1 555

Accumulated Benefit Obligation
e T L B

Variables to Future Payroll Increase
FHFE i AREYS

Projected Benefit Obligation

SEfFRLE % 2T R

Fair Value of Pension Assets

BT

R i o A
Unrecognized Provisional Payout Obligations
U

Unrecognized Prior Service Cost
RS £ 1)

Unrecognized Pension Loss (Benefit)

I Bhaf £ i

Inserted Translation of Pension Liabilities
AT £ Ff

Supplemented Pension Liabilities

Vested Benefit Obligation

Allotment

23254 W

T 5k Service Cost
FIIELS 4
SRRl & WV AP

Expected Return on Pension Assets

§Jrﬂl{~ﬁ@ lﬂ:¥5ﬂ\ | ]—j ;‘&.;jj 1% ﬁ%ﬁj

Amortization on Unrecognized Provisional

Interest Cost

Payout Obligation
R
Unrecognized Prior Service Cost

FL\' = Total

The following

is a summary of the

components of net pension costs:

915 125311
Dec. 31, 2002

$ ( 464,446)

( 875,890)

i. A summary on the key components of the pension plan is provided as follows:

904 125|311
Dec. 31,2001

( 1,340,336)

( 392218)

$ ( 477,622)

( 724,458)

( 1,732,554)

928,912

( 1,202,080)

(537,135

( 803,642)

257,657

476,081

69,904

( 411,424)

( 1,739.215)

908,693

$ ( 411.424)

(830,522

283,422

502,251

44,849

(293387

$ ( 293,387)

2. Components of pension cost:

Year 2002

$ 89,527

81,370

( 44,307)

25,765

26,170

S 178,525
66

Year 2001
$ 94,248
106,934
( 51,656)
25,765
26,170
$ 201,461
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15. Capital Stock

The company, as sanctioned by a Taiwan
Provincial Government ordinance announced on Sep.
27, 1952 for the inception of Taichung District Credit
Union & Savings Company, Limited, has since the
following April of 1953 been founded at a start-up
capital of NT$500,000, which has subsequently been
brought up to NT$200,000,000 in support of
operating needs. It is later recognied as Taichung
District Medium Business Co., Ltd. As of 1978 with a
capitalization capped at $300 million. With several
capital re-investment through new share issues, it is
later recognized as Taichung Commercial Banking
Company, Limited in 1999. And as of Dec. 31, 2002
covering the period starting from Dec. 31, 2001, the
company’s approved issues and common shares
currently in circulation totaling to 1,538,014,000
shares, respectively, bearing a NT$ 10 denomination,
with a paid-in capital also at NT$ 15,380,144,000
respectively.

16. Capital Surplus

(1) As per the Corporate Law, capital surplus can
only be applied to retiring previous company
deficit or alloted as capitalization.

(2)Reinvestment by converting capital surplus or
cash as the premium shall be limited to once
every fiscal year, and no such premium of a
capital reinvestment may be allotted as
capitalization within the current year in which
said reinvestment takes place, provided each
capital reinvestment is done to fully comply
with perinent limitations.

(3) As per the induction od amendments that are
read into the Commerical Accounting
Processing Criteria as of Dec. 28, 2001, gain
derived from the disposal of fixed assets is no
longer itemized under capital surplus as of Dec.
28, 2001, inclusive.

17. Unappropriated Earnings and Legal Earning
Reserves

(1)As per stipulated in the Company Act, all
earnings concluded in the annual audit, besides
paying corporate taxes, a 30% is to set aside as
legal reserve, a 0.6% as dividends, and a 5% on
residual earnings as employee bonuses an dthe
rest be distributed as per distribution scheme
proposed by the company board and voted in



FIJ%??%@;QN?’T Ve HiFR i’f"i&@wi\fﬂj‘v general assembly.
FEIR E“f"f:ﬁfﬁﬁ Efﬁiﬂl%ﬁﬁi—]

o 4 S ?ﬁ/béﬁ%ln Y 3% ET

POl o VLS B IR F“ﬁ e

ﬁ%qgﬁuﬁi’ﬁ% o A Rl - FREOIT

i el 7 g A I I

() Lk s YA e A ?lﬁl%ﬁm ) El (2)As stipulted by Pertinent Banking Laws,
ﬁﬁ[’]l_ﬁ‘@ %ﬁ?ﬁ%)} ETE[ , 7\ f:FJ %iﬁ}g}j: ;’\‘E{[\%‘g maximum earnings, distribution, prior to the

legal reserves reaching the cap of total vested

15% 3 R A= T 'E}’YT?/?%E’»'%E—'E#]‘ P capital, may not exceed 15% of the vested

A&y Bﬂﬁjﬂ ° capitalization, and no limitation once the legal
reserve  reaches the  capped  vested
capitalization.

- s R TE 18. Treasury stocks
=) 91 = 151! 91 = 12F|31}! ?ﬁ"j DR
Jan. 1, 2002 Dec. 31, 2002 Unit: 1,000 Shares
JoTpVRUA IR T 7+ WD WA e
Reason of Recall Initial Shares Current Increase Current Decrease Period-end Shares
LT LoD
Shares Transferred to the employees 30,760 — — 30,760
CHt ,"ﬂz—fj N g@%qgg[ (ISE 45 0 pIE A %j\ (2) The archival shares hel dby the company, as
H TR F Wt I U539 ~ Fluh required by the securities Transaction Law, may

e e B not be pledged as collaterals, nor allocated for
skl ’ME[VTFFMF WVAEGIE e * Ry FIE= distribution, or be included in the voting right
= PJTE}{%E @%QF Zo JEI_}HF SCRHCER R count, among other entitlement claims, whereby
AL 5 I BRI 4 AR ¥ F* == o all buyback shares shall be resold to the
employees within three years from the date of
acquistion, and those not sold by the deadlind
shall be regarded as shares not issued and be
re-enlisted through a capital reinvestment.
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(= ) AR A ALE T (1) Computation of due income tax and current income tax
is provided as follows:
91 & & 9% F &
Year 2002 Year 2001
il [FA'I ZHSF]] Pre-tax Accounting Net Income $( 4,534,076) $ 320,013
KOS
Non-accounting Adjustments:
e AR B Permanent Differences
RS 5 ST fL
Interest Payment on Separate Tax Levies on ( 9,716) ( 156,318)

Short-term Bills and Securities

BV 5T @ R I

Loss (Income) of Suspended Securities Trading 61,398 ( 494.811)
Surtax
Kio) %Q‘J%I%Fﬁ’! + B pAETE
Disposal of Pledged Properties Takenover & Land ( 62,422) ( 3,845)
Exchange Income
H 5 Xk g
( 18,327) ( 51,409)
Other Permanent Differences
EFT’TEJJ: P Bl Temporary Differences ( 518,494) 750,504
SR Taxable Income $(  5,081,637) $ 364,134
BB ) e
$ 5,081,637 $( 364,134)
Loss (Deduct) Transferred to Following Fiscal Year
L = FA AT Tax After Deduction $ - $ -
TER A FE Incom Tax Payable ; .
53 BEIRIF Y | Seperation Tax Expenxe 2,429 39,080
PEPCHTIRETSE W E YR
Variables of Deferred Income Tax Assets and ( 460,945) 87,041
Liabilities
Bt ﬁﬁﬁ.ﬁ@\'f Income Tax Adjustment ( 48,075) ( 56,835)
2 2 f@” 0% T L
36,591 179,714
Unappropriated Earnings Plus 10% Income Tax
Bt R |
$( 470,000) S 249,000
Income Tax Expense (Profit)
@91 # K90 F 12 5|31 FI IV HIGHRIE 5T W 4% ® The amount of withholdings Tax for 2002 and Dec.
$79.291[F 7 1 $41,726{F 7 - 31, 2001 come -to NT$79,291,000 and
NT$41,726,000 respectively.
Q% = f' 2SR BRANC S S [EETE e Pandsll ® The business income tax for 1999 is reviewing by the
BT Wi F,lﬁ Hl B AL o Iljau(.)nal Tax Administration of The Central Taiwan
rovince.
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(2) Temporary differentials and individual tax cariables on deferred income tax assets and liabilities:

Jed - F Y202 Jed F o ¥ar2001
ES Fe B AR BY 8 B & FehT i ARy B B
Amount Income Tax Variable Amount Income Tax Variable
S i o R
Provisions for Reserve of Contingent $ 35,998 $ 9,000 $ 1,756,232 $ 439,058
Losses
e
2,181,761 545,440 2,723,149 680,787
Provision for Bad Debt in Excess
B
9,476,021 2,369,005 3,438,150 859,538
Reserve for Potential Write-off
oy
46,511 11,628 99,992 24,998
Others
ST AT
Total Deferred Income Tax Assets $ 11,740,291 $ 2,935,073 $ 8,017,523 $ 2,004,381
91F 12F]31[! 90F 125 31!
Dec. 31, 2002 Dec. 31, 2001
TR A ALY
$ 547,294 $ 307,926
Deferred Income Tax Assets - Current
lfF ?{‘j IEf—1 I E‘fgﬁ E’Y‘ﬁ: —i, LE’IJ
( 472,294) -

Reserve Valuation - Deferred Income Tax Liabilities — Current

A Y

$ 75,000 $ 307,926
Net Deferred Income Tax Assets - Current
?]ﬁﬁ@*}i%ﬂ R A Y Y AE
$ 2,387,941 $ 1,196,455
Deferred Income Tax Assets — Non-current
i ﬁ“r g AT —
Reserve Valuation - Deferred Income Tax Liabilities — ( 962,345) ( 464,892)
Non-current
FRECETHEN YR — ZE E{*J
1,425,596 731,563
Net Deferred Income Tax Assets — Non-current
PEPTHTE AL “ll | — Z e
?E i ( 162) -
Deferred Income Liabilities — Non-current
ZEk Elﬁ#ﬁ?” ’?rﬁﬁﬁ?%ﬁfji 7 [';F? )}ﬁffﬁ B YR RE
$ 1,425,434 $ 731,563

Net Balance of Non-current Deferred Income Assets (Liabilities)
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(3) Cumulative deficits from the previous five years

As provided by the Income Tax Law citing that
deficits declared by profit organizations in the
income tax filling may be taken as credits of
deductibles toward the income tax levies in the
next five years, as of Dec. 31, 2002, the amount
and deadline of deductibles on the company’s
cumulative deficits as declared are summarized as
follows:

R B & GE NN ik TR
Fiscal Year Audited Amount of Deficit Anticipated Deductible Deadline the Deductible may
Deficit Reported Amount be Taken
e ISR
$ 4,600,664 $ 4,391,088
Year 1999 Year 2004

QURIDRE i3 S0l
[CE 1= R B ISR e BN SN L
A RLE R U AR RV A PP 5
K ¢%§“ CFERR N E S R
% F R TR A E S AR SRS R 8 %
frEREE A

IV I aE ) 91.12.31
Dec. 31, 2002

Year Acquired

(4) Investment:

To end of Dec. 31, 2002, according to Assist
Industry Upgrade Policy, the bank has the right to
deduct the annual profit-operation income tax for
research ~ &develop, training  professional
employees, and deductable years as below:

ol i AL

Deadline the Deductible may be Taken

=
Year 2001

$

Jef piis

7,955

Year 2005

(20 PR = AR -

F‘J TR R ERAE
Balance of Tax Deductible Account

SEIS U B 2853 [ A ook

Estimated (Actual) Rate of Tax Deduction for

Earnings Distribution

K 55 7 1ok F AR o ST
e 90 1 =1 F YRV AL > PR
BEEY -

5. Pertinent disclosure on joint tax filing:

915 125]31f! 904 125 31!

Dec. 31, 2002 Dec. 31, 2001
$ 1,260,939 $ 1,147,835
39.32% 33.33%

* Only estimated figure is provided for fiscal 2002
for the lack of conclusive figures to date, but actual
figure provided for 2001.
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6. Pertinent disclosure on unappropriated Earnings (loss to be offsetted)

91+ 12F[31F}!
Dec. 31, 2002

90F 12F|31F!
Dec. 31, 2001

865 A I'J ]
Before Year 1997
87TF I ix
After Year 1998

$

(

3959,542)

- $ -

125,764

At
Total

$

(

3,959,542) $

125,764

S FOE e AR

91.1.1~91.12.31
Jan. 1, 2002 to Dec. 31, 2002

20. Earnings Per Share on Common Shares

90.1.1~90.12.31
Jan. 1, 2001 to Dec. 31, 2001

R SR (A)
Current After-tax Profit (Loss) (A)

$

( 4,064,076) $ 71,013

HHF ISP T 91

Beginning Shares in Circulation

8 9027 [ AT S5
Less: Weighted Average for the
Archival shares Purchased in 2001

1,504,254,000 shares

1,507,254 [} 1,538,014 [F&

1,538,014,000 shares

( 15,632){+ &
(15,632,000) shares

2 5 B 51 D)
Equivalent Annual Shares in
Circulation (B)

1,504,254,000 shares

1,507,254 4 1,522,382 [F4&

1,522,382,000 shares

P12 12 B (A+B)
Earnings Per Share on Common
Stock (A+B)

$(

2.70) $ 0.05 7
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H - ~BE S B 20. Transactions with Company-Related Parties

(=) F%f&lf MR R 1. Name and relations of related parties:
Wow r n T NG
Name of Related Parties Relations to the Company
W~ & EHy (F791.5.175(=)
Tien-hsi Yang Director (unloaded on May 7, 2002)

FEEHLD YA (5789.6.30E(= 0 90.9.5. k()
Delegate of Legal Director (appointed on Jun. 30, 2000
and unloaded on Sep. 5, 2001)

oo R
Cheng-yi Sun

moOom R Figy (FP91.5.17H47)

Ho-chung Wei Director (unloaded on May 7, 2002)
B A EHIHT91.5.18%k)

Chuan-sen Wu Director (appointed on May 18, 2002)

+ 2l ﬁ’?a;zlqiﬁﬂ?iﬂ’ E"F SRl

Standing Director —Tse-min Yang who is Chairman of

FIFRTH 52 () 2 il

Yuan Lin Transportation Co., Ltd. )
Yuan Lin

SRRSO AR S 2 B R
Director — Ho-chung Wei (unloaded on May 17, 2002)
who is Chairman of Yuan Lin

2 IR R TR pE R

Standing Supervisor —Hs1 che Chen who is Chairman of I

[ 4 AR ()
Lu Yu Fiber Industry Co., Ltd.

~ BV L

I Jung Investment Co., Ltd.
Jung

ST & P tr‘ /% {
O I o S e
Standmg Supervisor — Hsi-che Chen who is Chairman of
Ta1 Chun Enterprise Co., Ltd.

I Jung
REET =L I RS T
Branch & Department Managers Departmental heads reporting to operations president
(Z) E"?ﬁr& N VEN T B 2. Significant translations by related parties:
1) Y6 Riap] I? . (1) Loans and Financing:
Jud - F 3 Year 2002
R e . FIRLYE
Wy 5l B #1 g 10 Ao -
. Maximum : Revenues from
Name of Related Parties Ending Balance Interest Rate
Amount Interest

PR
Short-term Secured L oans
B A

15,000 - 6% 715
Chuan-sen Wu 5 $ ’ s
EVRRS 4 R L il
Yuan Lin Transportatlon Co., 100,000 100,000 5% 5,442
Ltd.
,’~i;j%re{,* s &/\4— E\L o=
I 12,969 8,040 % 185
Tai Chun Enterprise Co., Ltd.
= 8 & p W F
Long-term Secured L oans
OO A

14,850 14,850 3.59 130

W $ , $ , % $
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W] - F T F = - Eu@?”
ﬁfﬁ FAEEL /Fé]&b"?ﬁ%’%‘" 174,479 |

As of Dec. 31, 2002, secured loans lent to managers

at various departments came to  approx.

o FIRME T 5551, 9,310 (£ o NT$174,479,000, with interest paid totaled to
$9,310,000.
o FB Fiscal 2001
s BREE . FIELY
TR 2y A 14 4 S IE
] . Maximum . Revenues from
Name of Related Parties Ending Balance Interest Rate
Amount Interest
IR RURYR
Short-term Secured L oans
-~ &
ﬁ% H\, % $ 5,500 $ 5,500 7.35% $ 33
Tien-hsi Yang
o AAHYENAIE Rl
R IR 10,000 ; 6.85% 121

I Jung Investment Co., Ltd
F I & (RUbE R
Midterm Secured L oans

LA
oA ) $ 20,000 $ 20,000 7.20% ~7.80% $ 1,550
Ho-chung Wei
WO

¥ 2,300 2,300 8.10% 141
Cheng-yii Sun

-+ F&" v g;
AR A E FJ 77,000 77,000 7.80% 5,874
Lu Yu Fiber Industry Co Ltd.
FIFRSC &= e ) L
Yuan Lin Transportatlon Co., 140,000 60,000 6.50% 6,700

Ltd.

Bz B DA Z A - PO S
R VBB E R 185,318 (F A |
FUIE ™ 5495 13,523 [T -

@ il BAE H L AL
Eal il o %M#LJ[E;IM EEMIENY
Eﬁér o

(2) G7 * A 2L e 3 -

R o F R STH[IEE 107,480 |I7v W
128,845 (75 » & Al 1V 0.05% M
0.06%

I IO I AN v 2

® As of Dec. 31, 2001, secured loans lent to
managers at various departments came to
approx. NT$185,318,000, with interest paid
totaled to $13,523,000.

@ The delegate of Non-profit Changhua Hsien
Yang Chun-mu Foundation, Cheng-yi Sun,
released the position on Sep. 5, 2001

(2) Savings deposits by related parties came to a
total of NT$107,480,000 and NT$128,845,000
for fiscal 2002 and 2000 respectively,
accounting for 0.05% and 0.06% to total
deposits under the custody of the firm.

22. Pledged Assets
Nil.
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23. Commitments and Contingent Liabilities

For fiscal 2002 and for period ending Dec. 31,
2001, significant commitments and contingent
liabilities made by the company consist of:

915 12531 ]! 90 125]31f!

& 1
Item Dec. 31, 2002 Dec. 31, 2001

Tl (R [ R AT 25 PR [
B PRI o PRI $ 17,507,703 $ 16,499,213
Receivables of Collections
el (R SE T R TRl ST
W TR R 1,975,363 1,942,548
Outstanding Receivables of Guarantees
Rl (2 0 [ PRI TET R (25 (4R35 7E]
R SRR 2 1 PSR , 622,524 561,361
Outstanding Receivables of Letters of Credit & L/C
,IW, :ﬁ‘_}g{ IJ—.‘ /\/lb—ﬂ—:—# /ﬁ'r:r‘_#{
UV E | IG5 = T RURTE) 125 436,003 409,608
Securities under Custody and Custodian Fees
REFREIRYOFRERS LR
fe g NI _ 227,400 259,200
Traveler s Checks and Traveler’s Check Consignment
e
Ifir oYk 2 i 6,527,877 5,283,243

Trust Assets and Liabilities

)4 n f' [ Jud — FA T E[Z A~ flul 2.A summary for future payout schedule on
s ;5 SR T B S e obligations of property leasing contracts entered
i ~ 17 ' a by the firm as of Dec. 31, 2002 is provided as
I = AR follows:
w fiti] = e
Year Amount
S92 iy
$ 34,531
Year 2003
SEI93F
23,080
Year 2004
S [p94F
12,256
Year 2005
Bl95F
3,224
Year 2006
96+
2,231
Year 2007
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3)

“4)

6))

(6)

(7

As of Dec. 31,2002, the company has pledged
NT$ 50,000,000 Class A government bonds
issued in the fourth period of 1997 at The
Central Bank Foreign Exchange Department
as the trust fund payout reserve.

A NTS$ 19,000,000 curently theft reported by
the Neihsin Branch in April 1996 which is
curently under legal proceedings at th ecourt
of law, with mandatory execution pending on
allegedly involved personnel and satutory
guarantors, with due insurance claims being
processed by the insurance underwriter. This
case has won the second trial and still under
processings now. For the suit of compansate
claims to Fubon Insurance Co. Ltd., the
proceedings is under the third trial and for the
suit of compansate claims to Chung Hsing
Insurance has been ruled as failure.

As illegal breaking and entering, theft charges
have been reported by the firm in November
1996. Without a settlement of compensation
to depositor Chuan-chuan, Liu, a fifty-five
million compensation litigation has been
brought against the firm, which is undergoing
legal proceeding at the district court. After
that, two parties went to second trial court,
and the court declared the bank won by Mar.,
20, 2002. And Chuan-chuan Liu has brought
the case to the supreme court, and now is
under the proceedings.

For the capital wharebouts of Kuang San
case, the comapy responding to an alleged
illegal loan that occurred at the Taipei branch,
has since filed charges against the main
parties and the securities brokerage of breach
of trust and wviolations to the securities
Transaction Law, in addition to damage claim
against the case’s mastermind seking damage
compensations totaling NT11.2 billion, the
criminal suit part has already sentenced by
Apr. 9, 2001, and the prosecutor had claimed
file. (the criminal suit alleging inappropriate
investment decision against the house trust
department had since been dropped by the
district attorney in the final trial.)

The company has been allegedly charged of
money laundering with Shanghai Commercial
Bank’s Chung Kang branch in conjunction
with the capital flow of the Kuang San case as
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with the capital flow of the Kuang San case as
inferred in a Taichung District Court,
Criminal Court Prosections No. 367 judgment
and annexed appendage, with which the
presiding judge has since informed the district
attorney, pending further indictment. To
which , the company ha ssince Jul. 23, 2001
filed a voluntary counter suit against the then
Chung Kang branch manager, which is
currently undergoing court trials. Also, Dec.
18, 2002, the bank had filed both a civil and
criminal suit to the Shanhai Commercial &
Savings Bank, Ltd. for nearly by
NT$5,700,000,000.

Four depositions who had their savings under
the bank’s account sued the Taichung
Commercial Bank . As a result, our bank
slapped a lawsuit against the security officer ,
Yueh-chueh Chang, one of the four depositors
was awarded reparations by court dicision .
Of a related lawsuit between the company and
three individuals including Shu-chi Chang in
conjunction to the foregoing incident, is
seeking a damage compensation totaling
NT$26,231,000,the second trial has found the
company awarded with an unfavouable ruling
but a reduced payout of NT$19,754,000,to
which the company has since appealed to the
Supreme Court , In the meantime, the bank
had filed both a civil and a criminal suit to Jih
Sun Secruities company and the one of
employees, which are under at the Supreme
court.

The employee of Taichung Bank’s Chin Swe
Branch embezzled customer’s saving,, as a
result, the victimed depositor filed to suit
the bank, is seeking for NT$ 6,680,000. The
bank has already attached the employee and
his guarantor’s assets. Meanwhile, the bank
has sued the China Property Insurance Co.,
and Fu Bun Insurance Co., to charge the
damage fee, which is according the the
contract for unloyal employees part, is
undergoing.

24. Extraordinary Losses

Nil.
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25.

26.

Others
Nil

Others
(1) Financial Derivative products

The company held or issued various of
derivative financial products, thus forward
contract ad exchange rate transaction contract are
in main purpose for customer needs and risks
management.

The company undertaken advance buy or sale
for forward operations are according to the date
for forward contract are in selection of fixed date
and chosen date, which classified as 30, 60, 90,
120, 150, and 180 days,etc., also could select
other schedule by inquire price to Trading Capital
Department from our bank. This product was
offered for customers and inerbank.

The exchange rate transaction contracts are
due from external banks for USD capitals in
reason of the foreign currency exclude USD were
somehow hard to get in currency market,
therefore, by exchanging rates with external banks
for capital hedge.
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91.12.31 90.12.31
Dec. 31, 2002 Dec. 31, 2001
ity akieadl
2B o PR (FrIE SEIE &) (FrIE
Financial Products Contract Amount Credit Risk Contract Amount Credit Risk
(Nominal Capitals) (Nominal Capitals)

il £y

F $ 62550 $ 626 $ 78,739 $ 807
Exchange Rate Swap Contracts
I & H R »
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Credit risks simply means that the customer
can’t meet their contracts obligations and repay their
liability. Therefore, the amount of credit risks listed
above which refer to the positive fair market value on
the date which the balance sheet is entered will be
viewed as losses in terms of future hazards and credit
risks by a responsible bank evaluator. However, those
has business with the bank are all very highly valued
international financial organization, plus, the bank has
business with quite a few in order to seperate the risk.
Therefore, there is extremely low possibility for
contract holders to violate the contract.

2. Market Price Risks

Market price are directly related to rate
fluctuations. The motive undertaking the exchange
rate swap contract is base on the reason of operating
efficiently between the NT dollar and the foreign
currency capitals. Therefore, by exchange rates for
capitals. The balances of fluctuating rates will be
offset by exchange gains or losses from hedged assets
and liabilities. Hence, the risk of market prices are
small, but for whole market prices consideration, they
are virtually similar.

3. Liquidity Risks, Cash Flow Risks, and Future
Demands for Cash Based on Amount, Period, and
uncertainty.

A forecasted volume expected for exchange rate
sand non-capitalized forward transactions for next
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year is appropriated to be approxinmately
NT$72,244,000 and with cash outflow approximated
at NT$73,062,000. These volumes will be affected by
exchange and interest rates changes; thus, the longer
the period, the higher the uncertainty.

The financial derivative products, undertaken by
the company are based on customers’ needs and
capital utilization. There’s no leverage contract
needed for the capitals in breakeven position. All of
these products are commonly operated in financial
markets; hense, the possibility of instability and
liquidity risks are largely reduced.

4. The Expression of Financial Derivative Products

on Financial Disclosures.

(1) The exchange gains or losses of forwarded
contract and exchange contracts arre
subscripted on “Interest Income and Expenses”,
the net exchange gains or losses from Jan. 1 to
Dec. 31, 2002 and 2001 are distinctly recorded on
interest expenses at NT$1,000 and NT$0, and
interest income at NT$1,661,000 and
NT$1,118,000.

(2) The contracted amounts, registered values, and
forecasted fair values from unexpired exchange
rate contracts, non-capitalized forward
transactions, and forward contracts of Dec. 31,
2002 and Dec. 31, 2001 are as follows:

rate



91.12.31

Dec. 31, 2002

90.12.31

Dec. 31, 2001

5 il

Categorization

fRas e

Contract Amount

HEF"E!@ NTD
R 410

Book Value NTD
(Fair Value)

f

Contract Amount

BEasdE

||Ff|}ﬁ NTD
(&2 i)

Book Value NTD
(Fair Value)

USD 1,800

B B 5

Exchange Rate Transacting

JPY 216,155

Contract

Gl R it

Assets: Receivables from Forward
Contracts — Foreign Currencies

FIffi - el s - IR

Liabilities: Payables of Forward
Contracts - Foreign Currencies

EAED ?e,’uﬁﬁﬂfﬁ Bt {74 USD 16,000

Non-capital Forward Contract
ok s

Assets: Receivables from Forward
Contract Sold

FIff el -9

Liabilities: Payables of Forward

S

Contracts - Foreign Currencies
SRR e -k R
Forward Contracts — Bought
o¥k R -

Assets: Receivables from Forward

USD 21

Contracts — Foreign Currencies
EIf RS T s

Liabilities: Payables from Forward
Contracts Bought

Fb#ﬁ}: 7][1212|:[:I3 7—[51_’%'[' USD 200
EUR 20

CAD 60

Forward Contracts - Sold

O e

Assets: Receivables from
Forward Contract Sold

FIF Tl - e

Liabilities: Payables of Forward
Contracts - Foreign Currencies

62,550

63,321

555,154

556,000

731

731

8,963

9,010
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USD
JPY
SGD

USD

USD

2,250

259,658

457
78,739

77,904

16,000

553,396

559,920

1,575

54,971

55,121
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2. Fair value of financial products

91.12.31 90.12.31
Dec. 31, 2002 Dec. 31, 2001
& om T & REoR AT R REORE ST W
Financial Assets Book Value Fair Value Book Value Fair Value
b [":'rﬁ 1 127 & Jley
IE} i bl} i ! A e $ 50207200 $ 50207200 $ 51578461 $ 51,578461
FmanCJalAssetswﬂlFaeralueEqmltoBookVal
ZEEpIE AV E B ﬁifgd@,ﬂfmiﬁ” it 9,64 9,646 54971 54754
Non+ransaction Related Financial Assets—Forward
Contract
JRE pOE VY SR — it R 617,704 617,704 632,135 625231
%+ é’ﬂ\% e 7Hi§ﬁ}%i} Nor-ransaction
Related Financial Assets—Exchange Rate Contract
and Non-capital Forward Contract
]:F,"J‘ E155 Securities Purchased 6245337 6,245,337 5,986,024 5,986,024
E[ﬂli%wﬁﬁﬁ’ Bills Pruchased & Loans 133,729,137 133,729,137 130,891,845 130,891,845
ﬁl ERVESS
232591 232591 239,368 239,368
Funds & Long—term Investments
£ Others 27436,732 27436,732 28495621 28495621
$ 218478395 $ 218478347  $ 217878925  § 217.371.804
91.12.31 90.12.31
Dec. 31,2002 Dec. 31, 2001
&ORE I EER g AT R IR R BENE
Financial Assets Book Value Fair Value Book Value Fair Value
N |§3 [ 137 V& ey
. I_%? ]E IF} [Eﬁ G $ 2783654  $ 2783654  $ 4059734  $ 4,059,734
anmalAsgetswﬂlFaerahleEqualtoBookVahle
ELRY TP E B ﬁﬁﬁmﬁﬂ’yﬂiéf‘ﬁ 9,741 9,741 55,121 55,121
Non-transaction Related Financial Assets—Forward
Contract
RN e S P S e 619321 619321 637,824 637,824
& %[L&HE /]‘Eéﬁ%%‘ Non-transaction Related
Financial Assets— Exchange Rate Contractand
Non-capital Forward Contract
R R 201,09
SRR 207440480 207440480 20109 1,084
Deposits and Remittances 1,084
ﬂ}: £l _JiE E & i
AP - iR = Al1424 411424 293387 293387
Longterleabﬂnm — Pension Liabilities
£l 1 Others 73,682 73,682 60468 60468
$ 21133830 $ 21133830 $ 206197618 $ 206,197,618
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The proposed methods to appraise the fair value of
financial products are as follows:

1.

Assets with fair market value equal to the market
value: Assets with fair market value equal to the
market value including cash, due to inner banks,
the Central Bank, interest, receivables, receivable
bills (excluding forwarded trade/exchange rates
trade, and advance payment of financial assets.)
All dorfeited products are closed by the deadline;
therefore, the book market value on the balance
sheet will be resonably appraised at fair market
value.

. Forwarded contracts and exchange rate contracts:

The fair market value of each forwarded contract is
calculated by the rate (excluding the Reuter’s
Index of Commodity Prices) during the contract’s
last period.

. Purchased Securities: The fair market value are

referrenced to the latest transacted price or the
average closing price in the last month account’s
fiscal period, but open funds are entered as net
value on the date the balance sheet. If the market
price is not available, it will be evaluated by assets
or by other information.

. Bills Purchased and Loans: If the bank account

were set by market rates, the loan on interest will
set by flexible rate, the book value will be assessed
as fair value.

. Long-term Investment: The fair market price

evaluation is referenced to market price or assets or
other information.

. The market price of Financial assets and Others:

The market price of financial assets and others
including refundable deposits paid, collateral
acceptances, and delinquent accounts, are
referrenced to other similar products or by various
evaluations.

. Debts of Fair Market Value Equal to Book Value: .

Debts of fair market value equal to book market
value including deposits at the Central Bank, banks
dues, interest payables, accounts payables
(excluding forward trade/exchange rate trade), and
collections in advance are reported closed after the
deadline; hence, the book market value on the
balance sheet will be appraised and reflected as the
fair market value.
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91.12.31
Dec. 31, 2002

8. Deposits and remittances; If the loan collected
interest and set by market rates, the book market
value will be appraised at fair market value.

9. Long-term Liabilities: Referring to pension
liabilities, the fair market value is referrenced to
pension allotment in the pension -calculations
report, which is evaluated on the date in which the
balance sheet is entered.

10.FinancialLiabilities: Other liabilities including
refundable deposits, received and appropriated
loans, which had unfixed date and small amounts
at fair market value will be appraised as book
market value.

(3) Products with risk excluded in the balance sheet:

A largely amounts of credit commitments were
undertaken by the company because or lending
operation and credit card business ,most of loans were
operated in one year term, and the range of interest
rate on Dec. 31, 2001 and 2002 are 9.40%~5.80%
and 11.34%~4.78%, the top interest rate for credit
cards at 18.98%. Besides, the financial guarantee and
commercial letter of credit are provided for ensure
customer’s duty to the third party , these guarantee
usually signed in one year and the expiry date are not
in a particular time.

Underwriting contract amounts of puoducts with
risks excluded in balance sheet are as follows :

90.12.31
Dec. 31, 2001

Loan Commitments
R

Credit Cards Lending Commitments

ST AR | r HpR

Financial Guarantees and L/C

8,471,932 $ 7,150,637
12,538,899 11,361,708
2,597,887 2,503,909
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Dec. 31, 2002

Because these products are not totally paid by
the final deadline ,the contracted amounts will not
necessarily be reported as cash out flow, which
indicates the future cash demands will be lower than
the contracted amounts. If the credit line was reached
and the oledges or other guarantees were no longer
valued, the credit deposits will be the contract
amounts that could possibly result in a severe loss .

All lending poerations undertaken by our bank
will go through a strict evaluation before being
appropriated to customers. It includes a requirtement
for profitable pledges such as collateral deposits for
loans, financial guarantees and letters of credit are
usually given for cash, inventories, circulating
valuable securities or other assets . The bank has the
right to confiscate collateral deposits of customers if
they break the contract ,

Credit card doesn’t need collateral but the
cardholder’s credit will be evaluated from time to
time ,and credit lines are adjusted if necessary .

(4) Concentration Aggreatuib if Credit Risk

When counterparties of financial instrument
transaction are significantly concentrated on one
particular person or most of the counterparties
perform the similar business or have the similar
business characteristics , the Bank is exposed to credit
risk while counterparties fail to live up the terms of
the contract under certain economic circumstances.
The Bank mitigates the above risk by diversifying
counterparties and customers. The below table
summarizes the above risks by type of industries and
geographic regions :

91.12.31 90.12.31

Dec. 31, 2001

$ 159,588,694 $ 158,003,653
924,103 780,366
391,206 418,220

$ 160,904,003 $ 159,202,239
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TR - (% S BIfESS 91.12.31 90.12.31
Loans Classified by Industry
Dec. 31, 2002 Dec. 31, 2001
Qﬂlﬁi Manufacturing
“lpﬁ Construction $ 23,008,536 $ 23,007,954
TR R
5,766,879 7,119,685
Trade/Industry and Personal Services
H |*31§%ﬁ Others 14,007,327 13,664,796
fid ~  Individual 7,929,272 8,459,055
F’—‘]?r Total 110,191,989 106,950,749
- [ T 5
Loans Classified by Industry § 160,904,003 § 159,202,239
B C[J?HIF IR ~ ST TP IR Ellﬁljﬂ WSk The above-mentioned loans include bills
= ﬁiﬂl TV S KRS BSE RS ¥ T pLAIE purchas§d, import anfi export documentary- drafts,
s f' L 4 . cash discounts, various loans and delinquent
%F At 2R /FE[%‘FFW& Ao [‘lﬁh = accounts ....If the client was irresponsible unable to
s

S TG R o S TN e PR O
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(=) SIS ER .  fl
1o (Y

B[ [%73K] Loans to Domestic Entitiess
SNEYFH Private Enterprises
& Eﬂ[%’f‘ﬁ %" Financial Organizations
?EE?%]J[E.{'E% Non-profit Organizations
x. * Individuals
| 2} Subtotal

B9 §vE Loans to Foreign Enterprises

E= fﬁE{i&%‘% Non Financial Organizations

7

i & Total
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fulfill the contract and collacteral provided were
deemed unvalued, the loss from our company wil be
same as the contracted amounts specified.

5. Banking Financial Report Disclosure

(1) Loans & Delinquent Accounts

91.12.31 90.12.31
Dec. 31, 2002 Dec. 31, 2001
$ 47,706,897 $ 48212974
1,671,994 2,617,206
17,814 222,724
110,191,989 106,950,749
$ 159,588,694 $ 158,003,653
$ 1,315,309 $ 1,198,586
$ 160,904,003 $ 159,202,239




O [ FEFHREIF LV E A 91 & 12 F] 31 FI K ® The amount of cease-charge interest loan
90 & 12 F| 31 FIV & 4853155 25,482,502 (£ receivables for Dec. 31 2002 and Dec. 31, 2001
- o S came to NT$25,4$2,502,000 and
25,812,782 [F7v o F FHELV EIFFLEZ 91 NT$25,812,782,000 respectively. Non-charged
FA R 90 F 8 (e 1,331,987 (T R 992,232 (F interest receivables was up in fiscal 2002
compared to 2001 at NT$1,331,987,000 and

7‘1.& o
NT$992,232,000.

@+ F,Ji}”kj[}g&l 91 & Al K> 9Q iF Ay v o %;:F 3E @ No liabilities had been confiscated without
il ljﬁlﬁﬁﬂ pgrE I?‘? . pressing for repayment in fiscal 2002, and 2001.
® 4 ;Jiﬁj‘tﬂ [T ~ R BIEEE S ST ® The company has calculated certain portion of

Lo fise 2 ite —off, according to particular unreceivable
S T M S R 0 e 3 B A 2 write —oft, gtop
lﬁﬂﬁ fi e o [F [ FB?E \j f debts, such as other receivables, loans, and
/?f?':} et > 5 'ﬁlﬁ[g'{ < 'TF ﬁﬁ‘ =% delinquent accounts for Dec.31, 2002 and Dec.31,
B 91 F 12 k] 31 FIR 90 & 12 £| 31 E‘?ﬁﬁ el 2001. Details are as follows:
TSRy~ R R R T R

WARBEAE
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R = CEL P9~ BRI [BISR)

LIEJ T

(2) Doubtful Accounts Allowances (Other Receivables, Loans & Delinquent Accounts)

HIFEREE
Balance, Beginning of the Year
R

Allowance for Doubtful
Accounts

TR A

Write-off Allowance for Bad
Debts

PRI = i bRy & 48

Recovered Write-off
Allowance

W B
Balance, End of the Year

BwgReE

Balance, Beginning of the Year
+ PR
Allowance for Doubtful
Accounts

il i

Write-off Allowance for Bad
Debts

Yofpt =1l I bRy = 48
Recovered Write-off
Allowance

P BREE

Balance, End of the Year

9 F B
Year2002
By LA =R A
Tl 1 et b 7y it Ao
Risk of Transgressed Potential Risk of Whole Total
Liabilities Combinative Liabilities
$ 4,295,394 $ 393,913 $ 4,689,307
7,112,818 24,521 7,137,339
( 7,573,847) - (7,573,847)
242,857 - 242,857
$§ 4,077,222 $ 418,434 $ 4,495,656
0 F A
Year2001
R F R 5
o fpil 7 e e ok e f] =t
Risk of Transgressed Potential Risk of Whole Total
Liabilities Combinative Liabilities
$ 4,029,690 $ 378,645 $§ 4,408,335
1,301,202 15,268 1,316,470
(1,063,611) - (1,063,611)

28,113 - 28,113
$ 4,295,394 $ 393,913 $ 4,689,307
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B TR & RO E I R 4T
FINZR VB3 oyt g ~ YU Xk
iy Z}Jb%@?’ f’”‘?*"lﬁﬁ’lwl?E EJ’zFﬁ‘fE&' R 4
EF T £ E!ﬂ‘iff[*‘i'f F o IR I'HHEIH (i35 -
F}“ﬁ’“‘%@ﬁ?‘vﬁfwﬂ%}ﬁ Jig > '] fiﬁiﬂi‘ﬁ“;\: s
Hfle A 2 RIS A I IR (E S
Elﬁfjﬁﬁ‘fﬁﬁluﬁ”ﬁgﬁ% . F‘J "FL‘ TR I‘Elﬁluﬂﬁﬁl
e Fz'ffarﬁ%w éwﬁw Fe I L e

ﬂﬁjfﬁpe i lﬁhE'TJ/ZJ*

3.2 2 IRGAC T R i R R EI0]

A delude of unfavorable elements that come to
better the local economy and financial environment
from the past resulting in an economic slowdown,
curtailed investment desire, a flagging stock market
and NT devaluation has led to a large number of local
business hanging, unable to repay their debts
according to the previous lending terms. The
government has since actively sought a variety of
remedial measures in anticipation of stabilizing the
overall economy and the the financial market. The
basis with which the company derives an estimated
write-off reserve has been taken on data, which are
known, or can be ascertained or calculable at the
present time, but excludes any of the future
developments, or elements that can only be
ascertained or estimated at a future time.

(3) Analysis of Realizable Assets and Redeemable

55 ;PTqu\ Liabilities:
91 & 12 k| 31 [I
Dec. 31, 2002
- FIPCa) T . R -
{J f[ ‘?—Fyrﬁ' #L‘EFJJJA Fl ?[.
1 Year Over 7 Y Total
ver 7 Years ota
(Or within 1 year) 1 ~7 Years
EO EO EO EO
Amount Amount Amount Amount
A 2
Assets
L TR S 596947 $ 596947
Due from Banks
L 4970580 4970580
Call Loans to Banks
SRIENN 29219784 $ 5700000 34919784
Due to Central Bank
17 RIS — Ui
Securltles Bought — Beneficiary 2871330 2871330
Certificates
R il 7 (F’*ﬁ?ﬁﬁ@)
Securities Bought -Government 957,230 3293159 4250389
Bonds (including cash equivalent)
B R — )2 R
Securities Bought —Listed 4238 4238
Companies’ Stocks
R (PR
Securities Bought — Commercial 507,683 507683
Papers (including cash equivalent)
7B — B SRS
iR 382250 382250

Securltles Bought — International

Financial Bonds
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<& ) Securities Bought' — Time
Deposit  Certificates  (including
Cash Equivalents)

B BT 1 )

Bill Purchased and Loans
(excluding Delinquent Account

ST )
Long-term Investments — Unlisted
Companies’ Stocks

it

Total

Fiff

Liabilities

S I e

Due to Banks

SE U

Overdrafts from Banks
SR

Central Bank Deposits
e

Savings and Remittances
A

Total

A 2

Assets

EL S

Due from Banks
L

Call Loans to Banks
HrE

Due to Central Bank
RIS — O

Securities Bought — Beneficiary
Certificates

RS NS

Securities Bought —Government
Bonds

BRI — i) 2 il

Securities Bought —Listed
Companies’ Stocks

B RS - AR
Securities Bought — Commercial
Papers

B R15T — B9t SRR TS

Securities Bought — International
Financial Bonds

34003 34003
72141411 20832699 $ 41328970 134303080
50,000 182591 232591
$ 111,735456 $ 30008449 $ 41328970 $ 183072875
$ 105953 $ 105953
51276 51276
5509 5,509
161,352,524 $ 46087956 $ 207440480
$ 161515262 $ 4608795 $ 207603218
90 &+ 12 F] 31 [!
Dec. 31, 2001
~ 'R (2 s -
SUNIEEE W SRR 5 o#
1 Year N Over 7 Y F Total
ver 7 Years ota
(Or within 1 year) 1 ~7 Years
£ fF £ £ &
Amount Amount Amount Amount
$ 902931 $ 902931
7359,113 7359,113
24357519 24357519
2,640000 2,640,000
8394267 $ 391615 12385882
57344 57344
1,169,557 1,169557
209970 209970
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17— T (S
IE*) SEcurltlegBou f G ”lL

Deposit Certlﬁcates (1nclud1ng
Cash Equivalents)

ks M BRI

Bill Purchased and Loans
(excluding Delinquent Account

SETY—4 () 2 IR

Long-term Investments — Unlisted
Companies’ Stocks

1329553

79993355

50000

17492763

189,368

$ 34119376

1329553

13160549

239,868

i $ 126463600
Total

$ 21674251

$ 3411937

182257236

El f?ﬁ
Liabilities
SR e
Due to Banks
SR S A

HVEF K 13641
Overdrafts from Banks
JomEE

Central Bank Deposits

Savings and Remittances

$ 3%l

5950

186049571

$ 1501512

352561

13641

5950

201,091,083

Ao

$ 86421723
Total

§ 15041512

201463235

?‘1'% ATV S (] B (R S5 g T

Ll |ESNE 25

=¥ % Assets

Ty L= [ﬁji’ Due from Banks

“ g5 Due from Central Bank
Prlirl= [ﬁji’ Call Loans to Banks

I:F ! JJ_EIEJ[IUJ (‘lj 3?%
Marketable Bills & Securmes Valuable
Securities (including Cash Equivalents)
it B9 — B (B Amv"E FE)
Marketable Bills
Certificates
Equivalents)
PRSP (W AIERS)

Securities Bought — Commer01al Papers

& Securities— Time

Deposit (including  Cash

(4) The Average Value and Average Interest Rate

of Assets/Liabilities:

91

F

Year 2002

T

Average Value

T ] F%

Average Interest Rate %

$ 774,563

31,270,925

5,915,790

9,485,275

291,929

431,622

91

1.77%

2.22%

2.11%

3.47%

1.94%

1.50%



(including Cash Equivalents)
b B Bills Purchased and Loans

El lﬁ Liabilities

L= [ﬁji’ ¥ F Due to Banks

#li= [ﬁji’ P Call Loans from Banks
FEVHEFF  Overdrafts from Banks
Yﬁﬁgjﬁ' # Current Deposits

T H Fixed Deposits

Ty & Assets

LT [ﬁj$f Due from Banks

“ k5 Due from Central Bank
L= [ﬁji’ Call Loans to Banks

i RS —F RS (B ﬁ?éﬁ?ﬂf )
Marketable Bills & Securities— Valuable
Securities (including Cash Equivalents)
i B9 — &S A (W F‘j?ﬁ?ﬁﬁ? )
Marketable Bills
Deposit

& Securities— Time
Certificates  (including  Cash
Equivalents)

BRI — RRTEER (W AR S)
Marketable Bills & Securities— Bankers
Acceptances (including Cash Equivalents)
RS R (W AR
Securities Bought — Commercial Papers
(including Cash Equivalents)

b B Bills Purchased and Loans

El lﬁ Liabilities

#li= [ﬁj V& # Due to Banks

157,770,954 6.92%
4,600,788 2.45%
3,857 3.33%
73,635 -
60,088,685 1.56%
136,498,617 3.00%

90 F

Year 2001

ToE T F%

Average Value Average Interest Rate %

$ 932,160 2.83%
15,530,110 3.16%
6,592,633 2.96%
15,230,615 4.03%
1,074,070 4.06%
21,487 3.91%
3,299,175 4.59%
154,108,778 8.12%
4,400,791 5.56%
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= [ﬁj%ﬁ P55 Call Loans from Banks
50 2 [ﬁji’ Overdrafts from Banks
iﬁﬁgj’éﬁ # Current Deposits

HIAMEE R Fixed Deposits

5. ARE I TS R TN Foe
I

¥

lﬁ’FlE‘E}’?t — e A YRR
I'ﬁ P P AR P Y R 7] B Y A FHEX12.5

[GELIT R 1 R R R i 2 2L L
e S5 AASEE AR R R L P T
(A 8%%; MU RS [TACA AR 1ol 2 AR
R 2 T -

FEF N - B T[S - IR
AEER BRI e s o
H TR 8.61% % 11.62% -

93

595 4.12%

57,532 -
48,636,492 2.79%
134,729,276 4.83%

(5) Ratio of Qualified Equity Capitals and Risk
Assets:

Bank’s sharehold’s equaity-capital deducted items

weight risk +capital charges for market positions *12.5

As stipulated by pertinet banking laws for
bank’s financial perfectibility, the ratio of qualified
equity capitals and risk assets cannot below 8%;
otherwise the central government will limit the bank’s
earnings distribution.

The ration of qualified equity capitals and credit
risk assets of our bank recorded on Dec. 31, 2002 and
Dec. 31, 2001 were respectively to 8.61% and
11.62%.



() ]7&[ WA ST ST - TS SRR (6) According to trust business established policy,
=c. —— Article 17.3, the balance sheet of trust and trust
J J/ == } 1 J%‘—}y = =S [%\ B
}E% lfln ” * E‘FF E ]Hn gL assets should be disclosed:

FEEDR R
Balance Sheet of Trust
W] - F R F 22 -
Year 2002 and Dec. 31, 2001

_____ 915 12531} 90 125|31F!
BF “evi% Trust Assets
f Dec. 31, 2002 Dec. 31, 2001
HE
$ 6,527,877 $ 5,283,243
Funds Investment
(FF erik g
i $ 6,527,877 $ 5283243
Total Trust Assets
]%?“F’II?E 917 12kE[31F! 90F 125[31F!
Trust Liabilities Dec. 31, 2002 Dec. 31, 2001
EFot—=R&[G5F
i i $ 6,527,877 $ 5283243
Trust Capltal — Money Trust
= L] [ J“F*]%EI
el $ 6,527,877 $ 5283243

Total Trust Liabilities

RS
Category of Trust Property
e - # T -
Dec. 31, 2002

ey L =511
Investing Item Amount Listed
# £ Funds $ 6,527,877
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27. Supplements to Listed Matters:

(1) Information Related to Significant Trading Items :

1 Loan for others Unfit
Endorse Unfit

3 Holding valuable securities in final  Affix 1
term

4 Accumulative bought or sold the Nil
same valuable security for total
amount exceed NT$100,000,000 or
capital net receipt over 20%

5 Gains of properties amount exceed Affix 2
NT$100,000,000 or capital net
receipt over 20%

6 Disposed properties amount exceed  Nil
NT$100,000,000 or capital net
receipt over 20%

7 Purchase or sales with the related Unfit
parties with amount exceed
NT$100,000,000 or capital net
receipt over 20%

8 Receivables from related parties Nil
with amount exceed
NT$100,000,000 or capital net
receipt over 20%

9 Run the business related to Refer
derivative instruments. to Note

26

(2) Information Related to Reinvested Business :

1 The related information to the Affix3
name, location and etc. For the
company is invested.

2 Loan for others Nil

3 Endorse for others Nil

4 Holding valuable securities in final term Nil

5 Accumulative bought or sold the Nil

same valuable security for total
amount exceed NTE100,000,000 or
capital net receipt over 20%

(3) Mainland China Investment Information:

Nil.

28. Various financial information

This company is wunder the financial
classification, our main services are: saving
operation, lending operation, foreign exchange
operation, and trust operation. Since there is no
particular customers, in other words, evey individual



ISR NN ’F[J ['J,jﬁ‘“\ﬁéﬁffﬁ 3l Fﬁ)j' ° can be potential customer for the bank; therefore, the
bank does not have specific customer to occupy more
than 10% of the income. In addition, to end of Dec.
31, 2002, the bank has no intention to establish
branch overseas.

A e s BRI RSE 29. Format of Financial Report
ENEN ’F[J Joo = PSR ‘ﬁ[{ ]’}jrﬁ%fj[ FIsf The account items of financial report for fiscal

2001 had been partly reclassified in order to contrast

REEUIR (e~ Bl AT A T )
R N ! & fre with year 2002’s report.
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alchung CommerC|aI Bank

% &5 Y
Final Mark able uriti HoIding
AN - FA4 2= A~ |
Dec. 31,2002
liESS
100« Pt o e (T g
Attachment 1 Un1t NT$1 B /1,000 shares (Unit)
LEE
b e g T L . Final Holdin,
IO OO e e SR | IR ST GED i
Mz}llflfe?;ble Sa:clrclr(i)ty Relationship with the Issuer Item HES ﬂg‘g!{ j‘ﬁﬁ&ffﬁj Mar et NJ(Ete
Shares Amount Proportion Price
(Note 1)
ZEIT 2 plFap s
Unhsted Securrtres
Il 71 e H I Fl'l (ﬁ&)j FIJ ~ Y
aiwan Securities Central Long-term| 200 806 0.08% 806
Depository Co., Ltd. Investment
FHL@ ;{%I'SE?), fil g’@ﬁﬁz (1 Bty 2 il fﬁﬂ%ﬁ* I\Fgf 22
aichung Real Estate e invested company ong-term o ote
Management Corporation whichadapt the evaluation of |Investment 1,500 12,892 | 30.00% 2,892
weighted equity approach
fﬁfﬁl (- () Tl Ry
u Shen Venture Capital Long-term| 3,417 (29,000 4.84% 29,000
Investment
o s (1) 2 i REHETY
{" aipei FX Inc. Long-term 80 800 0.40% 800
Investment
IS S0 2 il ~ Y
Fubon SITC Long-term| 6,211 {59,945 0.99% 59,945
Investment
FIERE 5 S B () ?J Y
Central Bills Financial Corp. Long-term 4 40 - 40
Investment
[ ERC) 2 S
Jihson SIT Long-term| 3,900 {30,000 | 10.00% 30,000
Investment
T T pL () 2 T Y
aiwan Commodities Long-term| 900 | 9,000 0.45% 9,000
Exchange Investment
[ £ A 2 il S
Financial Information Corp. Long-term| 4,550 (45,500 1.14% 45,500
Investment
[H R (P PO S PR D) | Rt h 2 D RLTY | Y
JIH I Invested company which | Long-term
Taichung Banking & adapt the evaluation of  |Investment| 198 | 2,207 | 99.00% 2,207
Financial Property weighted equity approach
Underwriter Co., Ltd.
H 1AL ‘JflMee (O B DT | R TR 5 1 WLty pl | SIS
E LT Invested company which | Long-term
Taichung Banking Life adapt the evaluation of  |Investment| 198 | 2,401 | 99.00% 2,401
Insurance Underwriter Co., weighted equity approach
Ltd.

(1] RIS

SRRl ‘j IEJIE

Ty e PR > B

#T ]FI’EJ’\‘[ IE]

For the long-term shareholders equity investment, if there has

ORI B T PO SR b T )R I

S R

market value price to follow, that price can be the fair

market value price. But if the investment is not in listed & OTC companies that the price on the balance sheet will be

A r i H

[Note 1] :
referred as the market value price
(7E 21 fifl SEEsR 2 il i pT]
[Ji\lote 2]: Havrng entered the quuldanon stage of firs

l-‘l [1‘*

fedpi R 2 A1 7,925 (2 U ERHER -
6 months of 2000 the valuation of Taichung Real Estate Management

Corporation via the weighted equity approach has since been suspended and the company has predicted NTS$

7,925,000 loss
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Gains of properties amount exc

WET R

&R

Py E I

NilES:
Taichung Commer cial Bank

U B ‘&’éﬂlﬁr*ﬂ:% Froid
eeé JNT$100 000,000 or capital net recei pt over 20%.
1-F

B S =S e
Jan. 1 ~ Dec. 31, 2002

2l

v= 4T

Dnie NTSL 0o

Bfke =
Attachment 1 Unit: NT$1
HZ | - o b pLEFGIETREGE S H o H YRR
BT [ﬁ\; K 5 o i} & o
B =~ As the Transactor and Related are the Same . El P
Ll s e (VR EIE i .
e b e F'I’E?ﬁ’q' 5l Fk] B W Person, the Information Before Transferred | &L] - it iz
Uik £ L =g L phErY il I I3 N BT
! ‘ " - gy | * 17 1 oter
Property |Transaction| Amount Transactor | Relationship FLHLE 13 Reference for | Purpose and
Pay Situation as - B 7 &RE Appoint-m
or Auction Date of Price Use
of Dec. 31, Owner | Relationship Amount
Date Transferring
2002 with Issuer
F— R g i
V) Ll 2
IR W pPAE
FS R -1 PR
~ - i [ .
Pledged 'l [ﬁ»f@}jﬁr Kua?‘ng Ho e %ﬁ)’*‘&‘}%lﬁi m, o | To ensure the
. 91.11.28 | $232,318 | Deducted by . Takeover by creditor’s
Properties . Textile Co., Nil . . Nil
Tk Legal Right L & court auction right, and
akenover td.
Ch announcement. | waiting for a
eng-en
Chg right time to
an
sell
[ERE VNG
i
Ry (EBCR | -
> PRI N < L ]
Pl dﬂ d I i eSS i F?)i‘v}?;‘:,lﬁifﬁ'h o | To ensure the .
edge = s
P ¢ . 91.6.6 $268,000 | Deducted by | Chin-chih Nil Takeover by creditor’s Nil
roperties 1 1
T kp Legal Right Chen court auction right, and
akenover
announcement | waiting for a
right time to
sell
[EREY VNG
EEH Y i
e FEpyE I 2 BEfrRE T e
SRR - . . e
Pl dﬂ d ! H?N@EW 2l i fﬁ)i"v'}%lﬁifﬁ#, o | To ensure the -
edge = s
P ¢ . 91.5.23 | $142,984 | Deducted by | Chin-sheng Nil Takeover by creditor’s Nil
roperties 1 1
T kp Legal Right | Developing court auction right, and
akenover
Enterprise announcement | waiting for a
Co., Ltd. right time to
sell
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aichung Commerual Bank

HAEY 2 il €70~ 7 Sl .. SRR ¢
Therelated information to the name, Iocatlon and etc. for the company be invested
S - 2 HE
Dec. 31, 2002
= PIie PR S (R )
Attachment 3 Unit: $1,000/1,000 shares
(Unit)
B I
= AT
Uy g 57 Al | PRI | Note
N _ _ + Wi | T
by FIJ vom| A e S YR Initial Invested amount Final Holding Current Listed
Loss/Prof| nyvestment
Name of Investor Location Business Items it of the
BRI | | Loss/Profit
ey i< 12 %€\ Company | ¢ Current
This Final | Last Final Stock HO]dll"lg Par Value Be Term
Term Term Proportion Invested
| e e e
(ﬁg) T s R E
)l SOLBRARE |5 SR - TR
Taichung Real X
ﬁ—}yf%ﬁ [4 el ©
Estate 4F, 501, =
Management Ying-Tsai Rd., |Building project reviewing 10,817 10,817 1,500 30.00% 2,892 _ (7,925) [~
Corporation Taichung & consulting, contract Notel
appraising, real estate
evaluating and credit
investigating.
TifE R | - . -
ﬁﬂ?#i'ﬁk P B (A% paResser » 55 -
o T s .
3 H‘)L: FJ Property insurance
Taichung 2F, 87, broking.
Banking & Min-Chuan ﬁ:fz
Financial Rd.. W. Dist 1,980 1,980 198 99.00% 2,207 594 227
oo v Note2
Property Taichung
Underwriter
Co., Ltd.
/IHI%’?\L,\EJ/I/% P - = K 2 (RIS S A F&
]]F@ REIRE T %E{!Eé;f%ﬂ (el M s o
L ﬁj SHee Life insurance broking.
Taichung 2F, 87, ﬁi_tZ
Banking Life Min-Chuan 1,980 1,980 198 99.00% 2,401 615 421
Note2
Insurance Rd., W. Dist., ot
Underwriter Co., | Taichung
Ltd.
= BEEECEE =0 TR ST & AEf (T IR
[ 1] ,H Iﬁ SERH Rl S~ i AR I O S AR 7,925 PO PRI
[Note 1] Havmg entered the liquidation stage of first 6 months of 2000, the valuation of Taichung Real Estate Management
Corporation via the weighted equity approach has since been suspended
(720 ‘Ef” il ‘/}*s’z“?‘rll?‘ér | F' ISR % P2 AR € IS0 e L il PR R € L > A
7 by ffE e - R
[Note 2]:  Taichung Banking & Financial Property Underwriter Co., Ltd. and Taichung Banking Life Insurance Underwriter

Co., Ltd.

Statement of

Income..
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that are still in the organizing stage and not yet opened for business as of December 31, 2001, and 2002
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Flow Analysis

AN i

VI. Analysis of Financial Position and Appraisal of Operation

— ORI F AT
1.Cash flow analysis over the most recent two years

F R Jed - F Jud R BT =191 3 ]

] i Year 2002 Year 2001 Inc. (Dec.) in % Notes
FlEFE S
LA (209.54%) (86.13%) 143.28% (1)
Cash Flow Ratio

L& VR o
HEPEHL . (684.39%) (152.94%) 347.49% Q)
Cash Flow Adequacy Ratio
BRI oba L
HEFHTLE ( 6.55%) ( 3.91%) 67.52% 3)
Cash Reinvestment Ratio

LTyt = AT -

)

2

3)

Analysis on Changes of Fluctations

A LB GBI PR A F ORI 2 Rl RN A E R T I/ﬁiiﬁwﬂi 15,832,908 F 7+ > ik
g ﬁi B VFFEL\/?TJ[% 496,684 [+ 7 1gT 12, 336224|I7w v SEE 1[?‘371‘ ik - )
1,276 080|I7m fylﬁji &R Pkl - R 1143.28% o

The current increased cash flow ratio, when compared with the previous fiscal, based on the current operational

related net cash outflow capped at NT$ 5,832,908,000 when compared with the previous year’s operations related]

net cash outflows NT$3,496,684,000, it has increased NT$2,336,224,000. In addition, the current liabilities has

decreased NT$1,276,080,000. Therefore, the cash outflow of this year is more than last year around 143.28%.

P G A PRSI S RIS VIRALS LRI <R
TRV RGRE = DR E SR R R LS R H T — 684.39% ik 1 —
152.94%‘£€TJJ[I347.49% °

This year appears loss because the large amount of write-off, which caused the past 5 years cash outflow higher
than last year. In addition, the sluggish economy has effected the expense of fixed assets, which caused the cash
outflow rate of this year-684.39%, is higher than last year-152.94%, it has increased 347.49%.

G RLE PO —6.55% A I —3.01%1 D o % IR E G PR % VT
TSR L e R IR o B ek B DI 1 e

The cash reinvestment ratio of this year is 6.55%, slightly decrease than the previous year —3.91%, because the
current operations related net cash outflow has increased than last year, and the expense of fixed assets has
decreased.

L ER
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2. Cash flow analysisfor the coming year

H

b %/F,[jfmjﬁ/ Unit: NT$1>000

SCEERNIEE St AL BT DB RS T LY Ry
G h Ry S A0 EE T E FEF 2 FHERTE O HO+O-0O Salvage Polices in Case of Estimated
Cash, Beginning Estimated Operational |Estimated Cash Outflow Estimated Excess Cash Shortage
Balance (D Activities for The Entire | for the Entire Year ® (Shortage) of Cash v Eiba
Year @ O+0-0 Investment Plans Investment Plans
$ 9,918,956 $(1,083,012) $(901,187) $7,934,757
SRR R
(2) Analysisof Operating Performance Unit: NT$1,000
91 & ¥ear2002 90 F  Yekar2001 H) & 4 il
i ~ = - ~ - E
fg_l I T Fi i ToE Fl Gl Inc(Dec) Change in
Notes
Subtotal Total Subtotal Total Amount Percentage
FI57  Revenues from Operations $ 10,582,873 $12,672,488|$ (2,089,615) ( 16.49%)
F LU Operating Expenses 15,139,211 12,374,002 2,765,209 2235%| (=)
F¥F|#% Gain (Loss) from Operations (4,556,338) 298,486 (4.854.804) (1,626.48%) ()
FP¥IHE" Non-operating Revenues 37472 25,375 12,097 47.67% =)
#2 &1)%7 Revenues from Rent $ 14,243 $ 15,784
12,547 755
Gains from Disposal of Assets
(12Flj%™ Other Revenues 10,682 8,836
FP¥ L Non-operating Expenses 15,210 3,848 11,362 295.27% =)
PrEH " | Depreciation 1,200 1,207
13,626 2,305
Loss from Disposal of Assets
H-FHfOther Losses 384 336
i
(4,534,076) 320,013| (4,854,089)| (1,516.84%) ('
Gain from Income Before Income Tax
TR | Income Tax Expenses 470,000 (' 249,000) 719,000 ( 288.76%)| (1)
AL
(4,064,076) 71,013]  (4,135089) (5,823.00%) (+)
Gain from Income After Income Tax

ﬁ%t ©ETIRARREEY]H 32 20% o i’ 845347 © Note: No analysis is required for fluctuations of changes with rates below 20%.
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(1

2)

3)

4)

()

(6)

The current operational expenditures gain that
exceeded the previous year because of the healthy
assets quality, improving financial structure and
dealing with poor debt establish write-off,
resulting in an improved operating gain int
current fiscal than the previous year.

Increase to the operational expenditures because
the large amount of write-off this tyear. In
addition, there is operational loss because the
continully low interest rate makes low interest
income.

According to the yearly report, the non-operating
revenus and operating expenses are higher than
last year, all because quickly deal with collateral
acceptances.

The large announced write-off makes the
operating expenses increased than last year, and
the low interest makes operating earning decrease
which causes pre-tax loss.

The operating expenses is higher than last year
because the large amont write-off, in addition, the
interest operating revenus
decrease, therefore it appears the pre-tax loss.

low rate causes

Above all, this year has after-tax loss NT$
4,064,076,000, compare with last
year-NT$71,013,000, it has decreased

4,135,089,000.
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Supervisor’s Report

Incompliance with the rules and regulations set for banks, the board office has submitted related Statements of Income,
Stockholder's Equity, Appropriation of Earnings, Statements of Cash Flows, and Major Property Holdings for the year 2002.
Likewise our balance sheet as of Dec. 31, 2002.  All related financial statements have been thoroughly examined and audited

by Centre & Co., CPAs. We are satisfied that the evaluations conform to the books and accounts of our bank.

Resident Supervisor: Hsi-che Chen (I Jung Investment Co., Ltd )

Supervisor: Chin-ming Chen (Wan Da Investment Co.)

Supervisor: Pei-yuan Lin

Supervisor: Kuo-hsien Hung

Supervisor: Te-erh Liang

Date: Mar. 17, 2003
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VII.. Significant

Events of the Year

1. The related organizations information: Nil.

2. Policy of company bonus and operating situation:

@) Bonus policy:

The bonus policy depends on the current
financial environment, marketing trend, the bank
profit situation and development plan and consider
about having enough capital or not, the stock rate
and announced by the Board of the bank, than the
shareholders make final decision.

(2) The past two years, the influence of
non-denominated stock dividends
company’s efficency, earnings per share and
shareholders’ investment return rate:

to our
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Unit: NT$1,000

Year
Item Year 2001 Year 2002
Vested Capitalization at Period Start 15,380,144 15,380,144
Cash Dividend Per Share ($) — —
Current .
. Shares Allotted as Earnings Invested — —
Dividend
Shares Allotted as Capitalization of Capital Reserve — —
Gain from Operations 298,486 (4,556,338)
% of Fluctuation of Operational Profit (Loss) Compared with Previous Fiscal 67.43 (1,626.48)
Gain from Income After Income Tax 71,013 (4,064,076)
Changesto 1 Fluctuation of Gain (Loss) from I After Tax C d with
ion in tom Incom r Tax Compar i
Business 00. uc 1-1a on of Ga oss) from Income After Tax Compared w 17.73 (5,823.00)
Previous Fiscal
Performance
Profit (Loss) Per Share ($) 0.05 (2.70)
% of fluctuation of Earning (Loss) Per Share Compared with Previous Fiscal 25.00 (5,500.00)
Average Annual Rate of Return (%) 1.25 —
Profit Per Share ($) Capitalization of Earnings (2.70)

Mandate on the
Cost/ Profit
Ratio

Per Share

Capitalization of Earnings
appropriated to Cash Dividend

Average Annual Rate of Return (%)

Un-converted to Capital

Stock

Capitalization of Capital Surplus
Un-converted to Capital Stock

Profit Per Share ($)

Average Annual Rate of Return (%)

Earnings appropriated to Cash
Dividend but Capitalization of
Capital Surplus Un-converted to

Capital Stock

Profit Per Share ($)

Average Annual Rate of Return (%)

Capitalization of Capital Surplus Un-converted to Capital

Stock

1. Proposition of earnings per share on the conversion of total earnings to be reinvested as capitalization

= (after-tax profit - due interest payment on cash dividends tabulated x (1 - applicable tax rate) / (outstanding issues currently
in circulation - number of dividends distributed), with the applicable tax rate made to commensurate that stipulated by law.
Due interest rate on proposed dividends tabulated = amount of conversion by earnings reinvestment x general financing factor
for the basis of dividends distribution: the number of new stock issues distributed in the previous fiscal as dividends.
2. Average annual cost/yield ratio: Average annual valuation of stock per share / earnings per share reported in the annual
financial reports.
At year 2002, Loss per share was 2.70, it did not included in average investment return rate of this year. (P/E Ratio)
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Public company internal control system statement

Design and execution are all effective
(Portions in this Statement while abided by statute is adapt to all applicable statutes)

Taichung Commercial Bank
Internal Control System Statement

Date: Apr. 28, 2003

In support of the voluntary internal control system examined by this bank for the period of Jan. 1 to

Dec. 31, 2002, a statement is made as follows:

1.

As part of the responsibilities of the company’s board of directors and top management for
launching, implementing and maintaining an effective internal control system, a complete system
has been established, with explicit efforts made to support the operating efficiency and results,
including profitability, performance and safety assurance of assets entrusted under its management,
reliability of all financial statements, as well as achieving operating objectives set by relative
statutes so as to provide rational assurance.

Not without its limitation, the internal control system does, confined to effective coverage of
rational reassurance to the three elements described above. Its effectiveness may be subject to
change along with changes of operating environment and circumstantial elements. Nevertheless,
the self-adjusting mechanism provided by the company’s internal control system does allow timely
corrective action as soon as any discrepancy is detected.

Evaluation of the company’s internal control has been conducted to ensure the implementation and
the effectiveness of the internal control system according to “management standard of public
company’s internal control system’ (hereinafter ‘management standard’) proclaimed by Stocks and
Futures Commission, Ministry of Finance. Measures applied are divided into five significant
elements according to the management procedure: 1. Environmental Control, 2. Risk Evaluation; 3.
Operation Control, 4. Information and Communications; 5. Supervision, with each element
subdivided to consist several subheadings. The above items please refer to ‘management standard’
for details.

The company has duly adopted all aforementioned assessment categories in evaluating the design
and effective implementation of the company’s internal control system.

Based on the results of the examination described above, it has been reasonably concluded that the
internal control system (including supervision to its subsidiary) designed to examine the operating
period has been effective in terms of the operation results and efficiency, reliability of all financial
statements and the compliance of the design and implementing of said internal control to further
ensure a rational reassurance in achieving the operating objectives.

This statement herein will be the main contents of the company’s annual report and shall be
included in company prospectus as public information. All elements included in the public
statement are fully governed by Articles 20, 32, 171 and 174 of the Securities & Exchange Law, any
illegal offense such as concealment or forgery are punishable by pertinent legal provisions stipulated
herein.

This statement was unanimously motioned in the board of directors meeting held on Apr. 24, 2003,
attended by twelve company directors, who universally agreed to the contents provided herein.
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Internal control system statement of securities investment consulting business for stocks, furtures,
securities investment trust, securities financial business and discretionary investment business

Design and execution are all effective
(Portions in this Statement while abided by statute is adapt to all applicable statutes)

Taichung Commercial Bank
Internal Control System Statement

Date: Apr. 28, 2003

In support of the voluntary internal control system examined by this bank for the period of Jan. 1 to

Dec. 31, 2002, a statement is made as follows:

1.

As part of the responsibilities of the company’s board of directors and top management for
launching, implementing and maintaining an effective internal control system, a complete system
has been established, with explicit efforts made to support the operating efficiency and results,
including profitability, performance and safety assurance of assets entrusted under its management,
reliability of all financial statements, as well as achieving operating objectives set by relative
statutes so as to provide rational assurance.

Not without its limitation, the internal control system does, confined to effective coverage of
rational reassurance to the three elements described above. Its effectiveness may be subject to
change along with changes of operating environment and circumstantial elements. Nevertheless,
the self-adjusting mechanism provided by the company’s internal control system does allow timely
corrective action as soon as any discrepancy is detected.

Evaluation of the company’s internal control has been conducted to ensure the implementation and
the effectiveness of the internal control system according to “management standard of stocks and
futures service business’s internal control system” (hereinafter ‘management standard’) proclaimed
by Stocks and Futures Commission, Ministry of Finance. Measures applied are divided into five
significant elements according to the management procedure: 1. Environmental Control, 2. Risk
Evaluation; 3. Operation Control, 4. Information and Communications; 5. Supervision, with each
element subdivided to consist several subheadings. The above items please refer to ‘management
standard’ for details.

The company has duly adopted all aforementioned assessment categories in evaluating the design
and effective implementation of the company’s internal control system.

Based on the results of the examination described above, it has been reasonably concluded that the
internal control system (including supervision to its subsidiary) designed to examine the operating
period has been effective in terms of the operation results and efficiency, reliability of all financial
statements and the compliance of the design and implementing of said internal control to further
ensure a rational reassurance in achieving the operating objectives.

This statement herein will be the main contents of the company’s annual report and shall be
included in company prospectus as public information. All elements included in the public
statement are fully governed by Articles 20, 32, 171 and 174 of the Securities & Exchange Law, any
illegal offense such as concealment or forgery are punishable by pertinent legal provisions stipulated
herein.

This statement was unanimously motioned in the board of directors meeting held on Apr. 24, 2003,
attended by twelve company directors, who universally agreed to the contents provided herein.
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4. Special events record:

(1) During the last year, an employee, Mr. Lee at
Tian Jung branch violated the law by absconding
with NT$32,856 in fuel fees. The individual
appeared in Changhua court on Sep. 30, 2002,
criminal docket number 4495. As a result of
illegal activity, Mr. Lee was summarily dismissed
on Oct. 23, 2002.

2)

During the past year, there were no criminal
infractions involving Taiwanese banking law.

(3) During the past year, no one affiliated with
Taichung Commercial Bank was prosecuted by
the Taiwanese Ministry of Finance.

(4) During the past year, no fraud or any significant
illegal activity was perpetrated against Taichung
Commercial Bank, and thus the law regarding
NT$50,000,000 was not encroached.

VIII. Significant Eventsfor the Year 2002

April 24 The Chung Hwa Credit Evaluation assisted
in evaluating and ranking this bank.

May 17 Held year 2002 shareholders meeting and

re-elected directors and supervisors.

Yu-fang Tsai, Ying-yen Liao, Tze-min Yang,
Yun-liang Huang, Yu-tsung Tsai, Teng-hsien
Liao, Chieu-hui Chen, Min-pen Chen,
Chuan-sen Wu, Wei-Dong Investment Co.,
delegate of Yuch-chiao Liu Tsai, Yu Tai
Investment Co., delegate of Yu-tsung Tsai,
Chia Yi Industry Co., Ltd., delegate of
Chen-yu Tsai, Chuang-chi Lin, Top Image
Int’l Co., delegate of Hsi-chin Chou, Pan Ya
Corporation, delegate of Huo-tu Huang
totaled 15 for directors.
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May 27

June 4

July 29

September 16

November 14

November 30

December 18

December 28

I Jung Investment Co., delegate of Hsi-che
Chen, Wan Da Investment Co., delegate of
Chin-min, Chen, Pei-yuan Lin, Kuo-hsien
Huan, Te-erh Liang total 5 for supervisors.

The 18 annual and first directors meeting
was held. Directors: Yu-fang Tsai, Yun-liang
Huang, Jen-yu Tsai, Yang,
Ying-yen Liao wer electe dbe Managing
Directors of the Board. After that, the first
Managing Directors Meeting was held, and
Yu-fang Tsai was elected being President.

Tze-min

Established “Chai Chi Bau VISA Card”
service
Temporary employees interview

Offically  established

Loan”

“Morgage

Spa passport announcement
receiption in the Landis Taichung
Hotel

The Cultural Foundation of
Taichung Commercial Bank held

“Lu Kang Historic and Cultural

Trip”  with  The  Industrial
Association.

The company has filed to suit
Shanghai  Commercial  Bank’s

Chung Kang branch in conjunction
with the capital flow of the Kuang

San case, is seeking for
NT$570,0000,000

Nantou Branch removed to the
original address: 52, Min-shin

Street, Nantou City, Taiwan, R.O.C.
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| X. Head Office and Branches

Head Office & Branches Address Tel H Bra Address
Head Office Shetou Branch 311, Sec. 2, Yuang-Chi Rd., Shetou (04) 8731466
Min Tsu Building 45, Min-Tsu Rd., Central Dist., Taichung (04) 22236063 Teinchung Branch 197, Sec. 1, Chung-Tzou Rd., Tien Chung (04) 8742206
Min Chuan Building 87, Min-Chuan Rd., Wenstern Dist., Taichung (04) 22236021 Shihu Branch 290, Sec. 3, Chang-Sui Rd., Shi Hu (04) 8853311
‘W. Shihu Branch 288, Sec. 1, Er-Shi Rd., Shi Hu (04) 8851480
Taipe City Peitou Branch 180, Sec. 1, Dou-Yuan Rd., Peitou (04) 8884146
Taipei Branch 85, Sec. 1, Chung-Hsiao East Rd., Taipei (02) 23211819 Pitou Branch 163, Dou-Yuan W. Rd., Pitou (04) 8924606
Sungshan Branch 1F, 176, Sec. 1, Keelung Rd., Taipei (02) 27658666 Lukang Branch 266, Chung-Shan Rd., Lukang (04) 7780545
Erlin Branch 20, Hsin-Shen Rd., Er Lin (04) 8962125
Taipei Hsien Puyen Branch 8, Sec. 2, Chang-Sui Rd., Pu Yen (04) 8656811
Sanchung Branch 69, Sec. 2, Chung-Hsin Rd., Sanchung City (02) 29877878 Fenyuan Branch 25, Kung-Yuan 1st St., Fen Yuan (049)2520252
Linko Branch 8, Tsu-Lin Rd., Linko (02) 26021888
Taichung Hsien
Miaoli Hsien Fongyuan Branch 302~1, Chung-Cheng Rd., Fongyuan City (04) 25244171
Wanli Branch 79, Hsin-Yi Rd., Wanli (037) 866366 E. Fongyuan Branch 203, San-Min Rd., Fongyuan City (04) 25260175
Chunan Branch 66, Ho-Ping St., Chunan (037) 481148 S. Fongyuan Branch 232, Chung-Shan Rd., Fongyuan City (04) 25261195
Nanyang Branch 338, Yuan-Huan E. Rd., Fongyuan City (04) 25244426
Taichung City Shenkang Branch 40, Min-Tzu Rd., Shenan Village, Shenkang (04) 25621501
Business Dept. 45, Min-Tsu Rd., Central Dist., Taichung (04) 22274567 Daya Branch 39, Chung-Ching S. Rod, Daya (04) 25668161
Chungcheng Branch 189, Chung-Cheng Rd., Central Dist., Taichung (04) 22245181 E. Daya Branch 405, Hsuey-Fu Rd., Daya (04) 25665755
Trust Dept. 3F, 87, Min-Chuan Rd., Western Dist., Taichung (04) 22236021 Tantzu Branch 76, Sec. 3, Tan-Hsing Rd., Tantze (04) 25323121
Intemational Banking Dept. ~ 1F, 87, Min-Chuan Rd., Western Dist., Taichung (04) 22212933 Dongshih Branch 61, Chung-Shan Rd., Dongshih (04) 25872185
Offshore Banking Branch  1F, 87, Min-Chuan Rd., Western Dist., Taichung (04) 22212933 Houli Branch 95, Min-Shen Rd., Houli (04) 25571180
Taichung Branch 446, Chung-Cheng Rd., Northern Dist., Taichung (04) 22013016 ‘Waipu Branch 358, Jia-Ho Rd., Tatung Village, Waipu (04) 26836435
E. Taichung Branch 76, Sec. 4, Fu-Shing Rd., Eastern Dist., Taichung (04) 22226068 Dachia Branch 42, Chiang-Kong Rd., Dachia (04) 26862151
W. Taichung Branch 369, Kong-Yi Rd., Western Dist., Taichung (04) 23212501 Chingsui Branch 104, Chung-Shan Rd., Chingsui (04) 26226106
S. Taichung Branch 355, Sec. 3, Fu-Shing Rd., Southern Dist., Taichung (04) 22244187 Shalu Branch 298, Chung-Shan Rd., Shalu (04) 26621101
N. Taichung Branch 624, Da-Ya Rd., Northern Dist., Taichung (04) 22920832 Taichungkang Branch 36, Pa-Der Rd., Wuchih (04) 26571191
Szumin Branch 290~5, Szu-Ping Rd., Peitun Dist., Taichung (04) 24226165 Dadu Branch 778, Sec. 2, Sha-Tien Rd., Dadu (04) 26991166
Hsitun Branch 436, Sec. 2, Ho-Nan Rd., Hsitun Dist., Taichung (04)27060696 ‘Waufong Branch 829, Chung-Cheng Rd., Wufong (04) 23391165
Nantun Branch 1F, 663, Sec. 2, Wu-Chuan W. Rd., Nantun Dist., Taichung ~ (04)23824358 Dali Branch 292~1, Sec. 1, Chung-Hsing Rd., Dali City (04) 24927727
Peitun Branch 26, Pei-Tun Rd., Northern Dist., Taichung (04) 22353400 Neihsin Branch 339, Sec. 2, Chung-Hsinag Rd., Dali City (04) 24830345
Chungkang Branch 222, Sec. 1, Dong-Shan Rd., Peitun Dist., Taichung (04) 24371151 Kuokuang Branch 29, Hsin-Shing Rd., Dali City (04) 24072727
Chungte Branch 367, Sec. 4, Han-Kou Rd., Northern Dist., Taichung (04) 22371161 Shihjouchia Branch 22, Hsin-Jen VII St., Dali City (04) 22754822
Chiensing Branch 173, Da-Ya Rd., Northern Dist., Taichung (04) 22061151 Taiping Branch 115, Chung-Hsing Rd., Taiping City (04) 22700756
Hankuo Branch 177, Da-Yeh Rd., Nantun Dist., Taichung (04) 23206781 Lungjing Branch 325, Yo-Yuen S. Rd., Lungching (04) 26326788
Daching Branch 295, Sec. 1, Fu-Shing Rd., Southern Dist., Taichung (04) 22634838 ‘Wautze Branch 107, San-Min St., Wujih (04) 23373176
Sungchu Branch 1/F, 360, Pei-Tun Rd., Peitun Dist., Taichung (04) 22412171
N. Taiping Branch 66, Jin-Wu E. Rd., Eastern Dist., Taichung (04) 22121298 Nantou Hsien
Fengchia Branch 462-1, Fu-Shing Rd., Hsiton Dist., Taichung (04) 24521555 Nantou Branch 52, Min-Shen Rd., Nantou City (049) 2222146
Mingchien Branch 67, Chang-Nan Rd., Mingchien (049) 2735615
Changhua Hsien Tsaotun Branch 141, Bi-Shan Rd., Tsaotun (049) 2334146
Changhua Branch 126, Kwang-Fu Rd., Changhua City (04) 7224641 Puli Branch 62, Shi-Kang Rd., Pu Li (049) 2984001
Dachu Branch 364, Sec. 1, Chang-Nan Rd., Changhua City (04) 7387648 Chushan Branch 148, Chu-Shan Rd., Chushan (049) 2643181
Homei Branch 393, Sec. 6, Lu-Ho Rd., Ho Mei Town (04) 7562171 Luku Branch 316, Lu-Chang Rd., Luku (049) 2755281
Shangkong Branch 111, Chung-Shan E. Rd., Hsin Kang Village, Shangkong (04) 7983171 Shuili Branch 250, Min-Chuan Rd., Shuili (059) 2772177
Huatan Branch 446, Sec. 1, Chung-Shan Rd., Huatan Village, Huatan ~ (04) 7868775

Hsiushui Branch
Yungchiung Branch
Yuanlin Branch

N. Yuanlin Branch

Puhsin Branch

597, Sec. 2, Chang-Shui Rd., Hsiushui

71, His-Men Rd., Yungchiung

27, Chung-Shan S. Rd., Yuanlin

116, Sec. 2, Ta-Tung Rd., Yuanlin

217, Sec. 1, Chung -Cheng Rd., Dongmen Village, Puhsin

(04) 7693525
(04) 8232363
(04) 8326141
(04) 8322141
(04) 8281437

Yunlin Hsien
Huwei Branch

Dounan Branch

Kaohsiung City

Kaohsiung Branch

364, Kwang-Fu Rd., Huwei
151-9, Chung-Shan Rd., Dounan

1F, 11, Min-Chuan I Rd., Kaohsiung City

(05) 6313788
(05) 5954879

(07) 3355275
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