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ESUNBank

E.SUN Spokesman
Name:Wu-Lin Duh
Position:Deputy President
Telephone:(02)2175-1313

email:wulin @email.esunbank.com.tw

Deputy Spokesman
Name:Joseph N. C. Huang
Position:S.E.V.P.
Telephone:(02)2175-1313

email:joseph @email.esunbank.com.tw

E.SUN Financial Holding Company, Ltd and subsidiaries
Name Address Telephone Website

E.SUN Financial Holding Company,Ltd. 14F, No.117 & 1E, No.115, Sec.3, Minsheng E. Rd., Taipei, Taiwan ~ 02 2175-1313  www.esunfhc.com.tw

E.SUN Commercial Bank,Ltd. No.117, Sec. 3, Minsheng E. Rd., Taipei , Taiwan 02 2175-1313  www.esunbank.com.tw
E.SUN Bills Finance Corp. 3F, No.117 & 5F, No.115, Sec. 3, Minsheng E. Rd., Taipei , Taiwan 02 2719-8813 www.esunbills.com.tw
E.SUN Securities Co.,Ltd. 3-5F, No.77, Section 1, Wuchang St., Taipei, Taiwan 02 2382-1313 www.esunsec.com.tw
E.SUN Securities Investment Trust Co.,.Ltd. 2FE.No.77, Section 1, Wuchang St., Taipei, Taiwan 02 2388-6613 www.esunfund.com.tw
E.SUN Insurance Brokers Co.,Ltd. 12ENo.115, Sec. 3, Minsheng E. Rd., Taipei , Taiwan 02 2545-6613 www.esunins.com.tw
E.SUN Venture Capital Co.,Ltd. 4F, No.117, Sec. 3, Minsheng E. Rd., Taipei , Taiwan 02 2175-1313

Stock Transfer and Service Contact

Name Stock Service Department, General Affairs Division, E.SUN FHC
Address No.115, Sec. 3, Minsheng E. Rd., Taipei , Taiwan, R.O.C.
Website www.esunfhc.com.tw

Telephone 02 2719-1313

Rating Agency

Name Moody's Investors Service Inc.

Address 99 Church Street, New York, NY 10007, U.S.A.
Telehone 1-212-553-1653

Auditing Certified Public Accountant
Certified Public Accountant Ray Chang, Way Yung Do

Information of Overseas Depositary Receipt

. ) . . Global Depositary Receipt

Accounting Firm  Deloitte Taiwan

Address  12th Fl., No. 156, Sec. 3, MinSheng East Road, Taipi, Taiwan, R.O. C. Place of Trading: Luxembourg Stock Exchange
Website www.deloitte.com.tw

Telephone (02)2545-9988

Website http://www.bourse.lu

E.SUN of Taiwan, as E.SUN of the World.

Service Network of E.SUN FHC

E.SUN BANK phone phone

Head Office Business Division ~ (02)2715-1313 Fu-Hei Branch (02)8923-1313
Customer Service Division (02)2175-1313 Jhonghe Branch (02)2222-1313
International Banking Division/OBU ~ (02)2175-1313 Liancheng Branch (02)8228-1313
Trust Division (02)2175-1313 Banchiao Branch (02)2963-1313
Credit Card Division (02)2388-1313 Banhsin Branch (02)8952-1313
Nanching East Road Branch (02)2760-1313 Haishan Branch (02)2256-1313
Chengjhong Branch (02)2389-1313 Guangfu Branch (02)2962-9913
Chengtung Branch (02)2504-1313 Sanchung Branch ( 2)2280-1313
Hsinyi Branch (02)2378-1313 Chunghsin Branch 02)2984-1313
Tienmu Branch (02)2835-1313 Er-Chong Branch 02)2278-1313
Minsheng Branch (02)2509-1313 East Sanchong Branch ( 2)2971-1313
Songjiang Branch (02)2562-1313 Tucheng Branch (02)2274-1313
Fuhsing Branch (02)2771-1313 Shulin Branch (02)8675-1313
Tunnan Branch (02)2754-1313 Hueilong Branch (02)2689-1313
Changchun Branch (02)2546-1313 Wugu Branch (02)2290-1313
Chungshan Branch (02)2537-1313 Sanxia Branch (02)2673-6613
Neihu Branch (02)2659-1313 Sindian Branch (02)2916-1313
North Tienmu Branch (02)2877-1313 Beisin Branch (02)8911-1313
Songshan Branch (02)3765-1313 Taoyuan Branch (03)332-1313
Heping Branch (02)2362-1313 Linkou Branch ( 3)396-1313
Mincyuan Branch (02)2568-1313 Nankan Branch 03)352-1313
Jhonglun Branch (02)2577-1313 Bade Branch 03)367-1313
Daan Branch (02)2755-1313 Jhongli Branch ( 3)427-1313
Guting Branch (02)2364-1313 Lisin Branch (03)492-1313
Beitou Branch (02)2895-1313 Yangmei Branch (03)488-1313
Dong-Hu Branch (02)2632-1313 Hsinchu Branch (03)523-1313
Sinhu Branch (02)8791-6613 Guanghua Branch (03)533-1313
Shinlin Branch (02)2834-1313 Jhanan Branch (037)46-1313
Mujha Branch (02)2936-1313 Fongyuan Branch (04)2512-1313
Shuangyuan Branch (02)2301-1313 Caotun Branch (049)238-1313
Hsinchuang Branch (02)2202-1313 Taichung Branch (04)2291-1313
North Hsinchuang Branch (02)2997-1313 Dadun Branch (04)2320-1313
Shwangho Branch (02)2923-1313 Dali Branch (04)2485-1313
Yungho Branch (02)2949-1313 Daya Branch (04)2568-1313
E.SUN Securities Co., Ltd. E.SUN Bills Finance Corp.

Headquarters (02)2382-1313 Headquarters (02)2719-8813
Brokerage HQ (02)2713-1313 Panchiao Branch (02)2272-7313
Downtown Branch (02)2382-1313 Taoyuan Branch (03)357-1313
Renai Branch (02)3393-1313 Taichung Branch (04)2329-1313
Taida Branch (02)8369-1313 Kaohsiung Branch (07)385-6613
Sungjiang Branch (02)2562-1313

Shinlin Branch (02)2833-1313

Chungho/Yungho (02)8923-1313

Hsinchuang Branch (02)2998-1313

Tucheng Branch (02)2265-1313

Taichung Branch (02)2385-1313

Chiayi Branch (05)216-9913

Tanan Branch (06)269-9913

Kaohsiung Branch (07)346-1313

Keelung Branch
Luodong Branch

02)2427-1313
03)957-1313

phone
Changhua Branch (04)728-1313
Nantun Branch (04)2380-1313
Douliou Branch (05)532-1313
Chiayi Branch (05)223-1313
East Chiayi Branch (05)216-1313
Chiali Branch (06)721-1313
Tainan Branch (06)241-1313
East Tainan Branch (06)289-1313
Yungkang Branch (06)201-1313
Kaohsiung Branch (07)336-1313
Cianjhen Branch (07)761-1313
Chihsien Branch (07)235-1313
North Kaohsiung Branch (07)350-1313
Dashun Branch (07)727-1313
Zuoying Branch (07)587-1313
Nanzih Branch (07)364-1313
Lingyat Branch (07)716-1313
Sanmin Branch (07)315-1313
Dachang Branch (07)341-1313
Chengcing Branch (07)386-1313
Siaogang Branch (07)807-1313
Jhendong Branch (07)715-0943
Fongshan Branch (07)743-1313
Gangshan Branch (07)621-1313
Linyuan Branch (07)643-1313
Houjhuang Branch (07)703-9413
Pingtung Branch (08)733-1313
Chaojhou Branch (08)786-1313
Donggang Branch (08)835-1313
Neipu Branch (08)778-1313

(

(

(

Penghu Branch

06)927-1313

Los Angeles Branch

Hong Kong Branch

1-626-810-2400
852-3405-6168

E.SUN Securities Investment Trust Co., Ltd.

Headquarters

(02)2388-6613

E.SUN Insurance Brokers Co., Ltd.

Headquarters

(02)2545-6613

E.SUN Venture Capital Co., Ltd.

Headquarters

(02)2175-1313
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Pure as Jade, Stern as Mountain.

The coming three years will be critical in determining E.SUN's future three decades.

E.SUN remains committed to creating the greatest value for its customers,
which it looks upon as its partners.

E.SUN continues to strive to be the best performing and most respected enterprise.

E.SUN FHC 4th
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Welcoming new trends in financial services;
setting a new model in customer service

Renoir & Guino

Femme au bouquet

42 x 21 x50 cm

Copper 1992

E.SUN Commercial Bank Collection
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Respected Shareholders:

Taiwan's economy slowed in 2005, impacted by
changes in the international economic environment
and the continued outflow of factories to lower cost
areas overseas. On the banking front, the
government set in policies to help raise the
competitiveness of the local banking sector. Amid
heated competition, E.SUN FHC showed
impressive growth. In addition to expanding its
sales network, E.SUN enjoyed synergy from its
acquisition of Kaohsiung Business Bank.
Meanwhile, E.SUN posted a third consecutive year
of 40%-plus growth in its mortgage loan
operations, ranking the first in Taiwan in the net
increase of outstanding mortgage loans. It also put
in a stellar performance in loans to small- and
medium-sized enterprises (SMESs). Integration of
the FHC's resources continues to underpin the
group's performance.

E.SUN FHC registered pre-tax profits of
NT$5.703 billion in 2005. On a consolidated basis,
group operating income stood at NT$23.855 billion
and operating expense at NT$18.049 billion. After-
tax profits reached NT$4.661 billion, equivalent to
earnings per share of NT$1.54. Return on assets
and return on equity stood at 0.82% and 10.80%,
respectively. E.SUN Commercial Bank, which is
the FHC's core subsidiary, tallied after-tax profits
of NT$3.830 bhillion, translating to earnings per
share of NT$1.72. ROA and ROE for the Bank
were 0.77% and 11.58%, respectively.

Moody's Investor Service assigned E.SUN
FHC arating of Baa3 in December 2005. E.SUN
Commercial Bank was assigned long- and short-
term ratings by Moody's of Baa2/p-3, while
Taiwan Ratings Corp. has assigned the Bank
ratings of twA+/twA-1, with a stable outlook.
Taiwan Ratings assigned E.SUN Bills Finance
Corp. ratings of twA/twA-2. In the future,

. LETTER TO THE SHAREHOLDERS

E.SUN strives to be the best performing and most highly respected enterprise.

E.SUN will continue to bolster its scale and
further strengthen risk management. It will also
take advantage of its outstanding brand name
image. Resources of the bank, securities,
securities investment trust, venture capital and
insurance broking subsidiaries will be further
integrated to enhance operational performance
and value.

E.SUN FHC in 2005 worked to complete
consumer banking and corporate banking risk
models to be in step with the implementation of the
Basel Il accord, enabling the FHC to employ the
most advanced risk quantification technology and
to assist each business unit in undertaking dynamic
management of risk. Despite the impact of the
credit and cash card debt crisisin Taiwan's banking
market, E.SUN Commercial Bank maintained an
NPL ratio at the end of 2005 of only 0.79%. The
Bank's asset quality continued to be the best level
of all domestic commercial banks. In 2006, E.SUN
FHC will remain committed to the principle that
risk awareness takes precedence in every area of
business. The FHC will continue to hone its risk
management in an effort to reduce business risk and
lay the foundation for steady long-term
development.
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In integrating the FHC's resources, E.SUN has
laid out three main pillars for business development
and growth. The first is consumer banking, which
is comprised primarily of mortgage loan business.
The second is corporate banking, which focuses on
business with SMEs, and the third is wealth
management services. E.SUN's commitment to
outstanding service, honesty and abiding by its
promises enables it to win the trust of customers.
E.SUN will make the best use of cross selling
among its subsidiaries to provide top notch service
and products to customers, providing them with a
comprehensive range of financial services.

In the pursuit of offering a broader array of
services and creating value, E.SUN FHC on March
14, 2006 forged a strategic alliance with Asia
Financial Holdings, which is a unit of Singapore's
Temasek Holdings, marking an important step in
E.SUN's long-term development. This follows
E.SUN's strategic partnership with Britain's
Prudential Plc. that was initiated in 2004. E.SUN
will continue to hone corporate governance, risk
management and international experience.

E.SUN FHC continued to be lauded by society
and various institutions in 2005. In addition to
being cited as "Bank of the Year" in Taiwan by the
internationally renowned The Banker magazine,
Taiwan's Global View Monthly awarded E.SUN
first prize in its outstanding service award.
Meanwhile, a survey carried out by the Institute for
Information Industry showed E.SUN in first place
in the areas of Most Commonly Used Internet Bank
and Internet Bank Satisfaction. While E.SUN feels
deeply honored, it also realizes its responsibility to
continue to provide even better service.

E.SUN realizes it has a corporate social
responsibility and has spared no effort to ensure
that it ranks among the best in paying back society.
In 2005, E.SUN FHC, E.SUN Commercial Bank

and E.SUN Volunteer Foundation worked together
in donating funds to provide nutritional school
lunches to underprivileged children in seven
counties and cities in southern Taiwan. The effort
provided lunches to about 2,000 students. E.SUN
Volunteer and Social Welfare Foundation has
established E.SUN Scholarship to help cultivate
outstanding management talents. It also has
cooperated with National Taiwan University's
College of Management in establishing E.SUN
Knowledge Management Lecture Course. E.SUN
has also expressed its commitment to the
environment by participating in a number of
environmental protection and clean-up activities on
Taiwan. E.SUN also took part in the "Smile on
TaiwanVillages" activity, promoting tourism
throughout the island. Furthermore, it has held many
blood drives to help those in need. E.SUN won
Corporate Social Responsibility Award of Global
View Monthly for its efforts in making Taiwan and
the world a better place.

Looking ahead, E.SUN will face many challenges
amid changes in the banking environment. It will
continue to focus on growth in three key areas of
business and will achieve this growth both through
organic growth and via strategic alliances with
outstanding partners. E.SUN also will keep an eye
open to merger and acquisition opportunities. All of
this will enable the FHC to continue to move
forward in a steady manner and help E.SUN reach
the goal of being the best performing and most
highly respected enterprise.

Once again, thank you for your support and we
wish you all the best.

Chairman President

(/w'ﬁ -G V/uf(tjt (%_v_
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Perpetual and Vivid Development
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1. Company Introduction

E.SUN Financial Holding Company Ltd. was born on
January 28, 2002 with E.SUN Commercia Bank as its
core and E.SUN Bills Finance and E.SUN Securities as
other subsidiaries. E.SUN FHC has developed into a
comprehensive financial services conglomerate,
encompassing banking, bills finance, securities, venture
capital, insurance brokerage and investment trust. In
December 2005, Moody's rated E.SUN FHC Baa3 with a
stable outlook. Amid Taiwan's competitive banking
environment, E.SUN has successfully engaged in
reorganization in recent years, providing the Company
with the foundation needed to move forward.

Over the years, E.SUN has focused on building sound
systems, cultivating outstanding human resources and
developing excellent information capability, providing
the basis from which to chalk up steady growth. E.SUN
continues to refine its service quality and regularly
introduces new and innovative financial products to meet
the needs of its customers. E.SUN also pays the utmost
attention to internal control. It stresses strict adherence to
laws and regulations and has worked to create a corporate
culture that focuses on risk management. These initiatives
not only pave the way for E.SUN to expand, but aso to
become the best performing and most highly respected
enterprise.

E.SUN Commercial Bank, which boasts the best asset

quality of local banks, is the core company of E.SUN
FHC. The Bank's solid operations and outstanding brand
name image has won it respect both at home and abroad.
It is aso a leader in adopting the latest technology. In
June 2005, the FHC's headquarters were relocated to the
E.SUN Financia Building, marking a new milestone for
E.SUN. Over the past year, E.SUN and National Taiwan
University cooperated on establishing the E.SUN
Knowledge Management Lecture Course. Thisis
expected to provide an opportunity to introduce the latest
management concepts. In addition to being cited as
"Bank of the Year" in Taiwan by the internationally
renowned The Banker magazine, Taiwan's Globa View
Monthly awarded E.SUN first prize in its outstanding
service award. Meanwhile, a survey carried out by the
Institute for Information Industry showed E.SUN in first
place in the areas of Most Commonly Used Internet Bank
and Internet Bank Satisfaction. On March 14, 2006,
E.SUN forged a strategic alliance with Asia Financial
Holdings, a unit of Singapore's Temasek Holdings, which
is another milestone in E.SUN's long-term development.

Subsidiary E.SUN Bills Finance Corp. was
established in 1995. This company carries on E.SUN's
outstanding corporate culture and is becoming amodel in
the bills finance industry. In 2005, the Company posted
the highest earnings per share of any firm in the bills
finance industry on Taiwan. In addition to creating value

—

S00Z 1HOd3d TYNNNY OH4 NNS'3
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for shareholders, the Company features outstanding asset
quality, highlighted by its NPL ratio of zero. In addition
to its Taipei headquarters, E.SUN Bills Finance has
branches in Kaohsiung, Taichung, Taoyuan and
Panchiao. It has secured a significant market position in
the bills and bond markets in recent years and continues
to participate in a variety of new operations. In December
2005, the Company received regulatory approval to
engage in equity product investment business, which is
expected to further boost the firm's bottom line. The
Company's outstanding asset quality, risk control
measures and performance helped garner it long-term and
short-term ratings of twA and twA-2 from Taiwan
Ratings in July 2005. This was the four consecutive year
that Taiwan Ratings raised the Company's ratings.

Subsidiary E.SUN Securities Co., Ltd. offers both
Internet and telephone platforms under which
customers can trade equities. The Company also
intends to work to further increase its market share in
e-trading. E.SUN Securities presently has 12 branches
and it will add new branches in the future in line with
plans to boost business in various regions throughout
Taiwan. The Company has also set up cross selling
counters at E.SUN Commercial Bank branches to
broaden its relationship with existing customers and
cultivate new clients. In addition to seeking fixed
returnsin its bond operations, the Company is striving
to boost bond liquidity and participate in the
development of new products to bolster income.
E.SUN Securities plays a leading role in as a futures
trading introducing broker and plans to continue to
expand its operations in the spot futures market. The
Company's highly experienced underwriting team
works to combine the resources of FHC units and
assist its corporate customers in comprehensive
financial planning. It also carefully screens
underwriting jobs according to the new underwriting
regulatory framework. In addition to the issuance of
warrants, the Company will introduce the latest
technology, train employees and plan new products.
E.SUN's dealing operations seek to generate stable
profits with the aid of prudent analysis and expertise
of its research team. Meanwhile, E.SUN has
established a highly regarded team of individuals that
comprise its R&D team. Risk management is always
in the forefront when developing new operations,
ensuring stable long-term operations.

NTU and E.SUN establish a new model in cooperation between the
education and banking industries.

-
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E.SUN was named "Bank of the Year" in 2005 by The Banker magazine.

E

E.SUN was awarded first prize by Global View Monthly in Outstanding
Service Award.
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Subsidiary E.SUN Securities Investment Trust Co.
Ltd. presently operates seven funds under its banner.
The funds are sold through E.SUN FHC subsidiary
companies throughout Taiwan, providing investors with
comprehensive services and meeting the varied needs of
each investor. The Company, which benefits from an
outstanding research team that helps provide it a
competitive advantage, will continue to strive to boost
its performance and market share.

Subsidiary E.SUN Venture Capital Co. Ltd. is
developing in the direction of an investment bank. The
Firm combines the resources of FHC in providing
comprehensive banking services to corporates, including
investment in new enterprises, assistance in operations
management and capital planning, and assistance in
underwriting, strategic alliances and mergers. The
Company will further strengthen its understanding of
future trends in order to emerge as an important player
in arranging capital, expertise and manpower.

Subsidiary E.SUN Insurance Brokers Co., Ltd. has a
goal of being the number one brand name in the
bancassurance industry on Taiwan. It offers a
comprehensive line of products and is developing
insurance products specifically with E.SUN customers
in mind. The Company has developed a system in which
premiums can be paid online and is constantly working
to expand its sales network. The Firm employs financia
planning agents to provide customers with personalized
insurance services. E.SUN Insurance Brokers has

integrated its product marketing and sales,
achieving synergy through the FHC. It also seeks
to raise the professional expertise of its
employees. In addition, it is streamlining its
operational procedures and boosting risk
management, all of which result in better service
to customers.

Over the past 14 years, E.SUN has continued to
move forward, establishing sound systems,
cultivating outstanding human resources and
developing excellent information and applications.
Combined, these provide customers with swift,
convenient and refined banking services. With this
strong foundation along with the Company's
highly efficient operations, E.SUN is poised to
reach the pinnacle in the banking industry.

The E.SUN Choir raises its voice, always wishing you the best.

Celebration to relocation of ESUN's Headquarter.

S00Z 1HOd3d TYNNNY OH4 NNS'3
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2. Organization Chart
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Directors and Supervisors

Advancing corporate governance and
strengthening professional system

2006.3.31 Unit:1,000 shares ; %

Sharen oS Current Shareholdings of the |shareholdings

; e ¢ | Devision chiefs, directors or
Shareholdings | spouse and minors [under others’ Gl > spouse or
B o Date of when elected 2005.12.31 2005.12.31 name Education position
Position Representative Bl O | qp- First
Election - Elected (Experience) with other
o Shar Sharehol Shares  [Shareholding: company  position| Name |Relation
Department of
Cooperative Economics | Chairman of Joe
Chairman | Yung-Jen Huang 20056.10 | ooyq [2001.12.10 7:473 | 0.256 | 7,497 | 0.248 | 1,763 | 0.058 = | = | ot National Chunghiemg | ESUN Bank seve | Jo ' lerothers|
University
Representative of Department of Business | pregigent of
Director | E.SSUN Foundation 20056.10 | 3 |2001.12.10] 6475 | 0221 | 6669 | 0.220 911 | 0.030 - | - |Administration at National | £ SUN FHC & | None | None | None
Yung-Hsung Hou years Taiwan University, 42 ESUN Bank
years in Financial Industry
Representative of 5 Kai-Nan Chairman of
Director | Hsin Tung Yang Co.Ltd.| 2005.6.10 2001.12.10| 27,044 | 0.923 [28,505 | 0.942 117 | 0.004 - | - |Commercial&Technical | Hsin Tung Yang| None | None | None
Jackson Mai years High School Co.,, Ltd.
Representative of g Deapartment of Chairman of
Fullead Investment Business Administration | Tidehold
Director | =, " tq. 2005.6.10 || corg |2001.12.70| 7,692 | 0.269 | 7,372 | 0.240 o o = | - |atFu Jen Catholic Ctemn || || e || Nemo
Tai-Chi Lee University Co, Ltd.
Representative of 3 Department of
Director | Allcan Investment Co,, Ltd. | 2005.6.10 2001.12.10| 46,602 | 1.590 49,292 | 1.628 | 1,687 | 0.056 - | - |Accounting at FENG | cPA Nore | None | None
hiu-Hsung Hunag vears CHIA University
- g 3 ZhD of Department of | president of Chung
Independent - o o o) o) o o) = = ccounting at Hua Institution for | N N N
dopenaont | chen-en Ko 20056.10 || 2 (| 2004611 b el [[Nooe one one
innesota
Representive of Ron NienChairman
- Chi Ji High
Director Cov‘ﬁg Investment | 5006.6.10 yei;s 2004.6.11 | 89,500 | 3.054 94,135 | 3.110 o o | | saheqr umert _?f N‘\Ien cHsngm None | Nome | None
. Lid. extile Co, Ltd.
Ron - Chu Chen
Representive of Chung Jung High Chairman of
Director Shapng Li Car Co., Ltd.| 2005.6.10 | 3 |20056.10 | 14,000 | 0.478 |14,420 | 0.476 o o - = | School Shang Li Car None | None None
Jian-Li Wu years Co., Ltd.
Deapartment of Political
Director | Fei-Long Tsai 2005.6.10 2005.6.10 993 | 0034 | 1,031 0034 | 649 | 0021 = |~ |Science of Soochow | None Nore | None | None
years University
Measter Degree at San | Chairman of
Director | Cheng - Pin Lee 20056.10 | 3 |20046.11 | 8744 | 0298 | 9,006 | 0.300 o o - | - |Franscisco State Chia = Tun Co. | None | None | None
years University hﬂi ?:”d ’Ef&"
lan Co., Ltd.
Representive of ESUN 3 zenarlmen( of Euﬁmess , h p
Volunteer & Social Welfare dministration at National airman of
Director | volunieer & Soc #¢| 20086.10 | O 2005610 | 5642 | 0.193 | 6,131 | 0.203 510 | 0.017 - = | Ching Hene University, 23 | ESUN SITC None | None | None
Jiaw-Hwang Shy years in Financial Industry
3 P— EMBA of National —
epresentive of Shan
Director | 1 e Investment Co. Ltd. | 2006.6.10 | 3 |2001.12.10| 7,789 | 0.265 | 8,090 | 0.267 411 | 0014 N ggeng KlmgFLvaers“(v' President of None | None | None
vears years in Financia
Wu - Lin Duh Industry E.SUN Bank
Representive of ESUN Department of ch p
i airman o
Director | pouniesr & Socdl Welfare | 2005.6.10 | 3 12005610 | 5,642 | 0.193 | 6,131 | 0.203 25 | 0.001 - | - |Business Administration | ESUN Bank None | None | None
Chin - Yi Lin years at Tunghai University Workers Union
R tative of Hsin K: Master of Department | ssociate Professor
epresentative of Hsin Kao
Supervisor | g mvestment Co. Lta. | 20066.10 | 3 [2001.12.10| 9,016 | 0.308 |12,721 | 0.420 o o - | - |gf Economics at o e | None | None | None
o years . National Chengchi Finance and Banking
Chuan-Hsing Huang University of Aletheia University
Department of
Representative of Sunit
3 Accounting and Statistics
Supervisor Jrensportation Co Lid | 2006610 || 2 | 2008610 | 7,000 | 0239 | 7.210 | 0238 105 | 0.003 = |~ | & Natonal Chuncteng | None None | Nene | None
- University
SUpervisor Representative of Shi Yang ) Department of R . .
Construction Co, Ltd. 2005.6.10 2001.12.10 Accountancy at National | cpa one one one
e g years 2,720 | 0.093 | 2,802 | 0.090 185 | 0.006 A iy

Table 1: Major shareholders of the Institutional Shareholders

Institutional Shareholders

Major shareholders of the Institutional Shareholders

Hsin Tung Yang Co., Ltd.

Jackson Mai, Shih- Lai Mai

Fullead Investment Co., Ltd.

Tai-Chi Lee, Tai-Sian Lee, Tai-Hsiung Lee

Allcan Investment Co., Ltd.

Virgin Islands (UK.) All Can International Investment Ltd., Virgin Island (UK.) Comewell Asset Management Company

Shan Meng Investment Co., Ltd.

Shu-Huei Fu

Ron - Yuan Investment Co., Ltd.

Chia Tien Sha Investment Co., Ltd.

Shang Li Car Co., Ltd.

Sunny Investment Co., Ltd

Hsin Kao Shan Investment Co., Ltd.

Hong-Mei Ye, Jian-Yi Fu, Kun-Ming Sie

Shi Yang Construction Co., Ltd.

Hsin Tung Yang Housing Broker Co., Ltd.

Sunlit Transportation Co., Ltd.

Sunny Investment Co., Ltd

S00Z 1HOd3d TYNNNY OH4 NNS'3
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4. Executive Officer

19:31

E®\ 9

Achieving new heights together

2006.3.31 Unit:1,000shares ; %

Shareholdings as of December 31, 2005

Managers who are

Education Current position | spouses or within the
. Date of ) shares Held by Spouse | shares Held Using (EXDGH‘GHCG) second degree of
Position Name Teking Office shares Held and Chidren Under 13 | Names of Others Held at other consanguinity
compan
Shares Ratio Shares Ratio Shares | Ratio Previous Position pany Position| Name [Relationship
Department of Business Administration
President Yung-Hsung Hou 2002.1.28 | 1,250 | 0.041 911 | 0030 | - - | at National Taiwan University President of ESUN Bank | None | None | None
42 years in Financial Industry
Department of Business Administration |
Deputy President Jiaw-Hwang Sh 2002.1.28 412 | 0014 510 | 0.017 - - | at National Chung Hsing University : None | None | None
(2018 g ony 33 years in Financial Industry Co. Ltd. & ESUN SITC
Deputy President . EMBA of National Cheng Kung University | Deputy President of
K X Wu-Lin Duh 2002.1.28 2,358 | 0.078 411 0.014 - - v None | None | None
Chief Brand Officer 34 years in Financial Industry ESUN Bank
Senior Executive Vice President, | H Y Mo et nformion SEVP, Information Technology
Cief nformaton Offcer | 1010 '@ Yand | 2002.1.28 | 1,714 | 0057 | 288 | 0010 | - T e ey ™™ | Dvisn of ESUN B None | None | None
Senior Executive Vice Department of Public Administration at | Spvp, Corporate Bankin
Presi Tung- Long Kuo 2004.2.13 543 | 0.018 35 | 0.001 - - | National Chung Hsing University Civison of BN e | None | None | None
resident 35years in Financial Industry
Senior Executive Vice Department of Engish at Tamkang SEVP, Consumer Banking
" Joe Huang 2004.2.13 | 1,998 | 0.066 | 1,783 | 0.059 | - - [ University Division of ESUN Bank None | None | None
President 18 vears in Financial Industry
Senior Executive Vice SEVP, Wealth
N C.S. Huang 2004.2.13 558 0.018 0 0.000 - - MBA of at National ChengChi University | Management Division of None | None | None
President 21 years in Financial Industry ESUN Bank
Senior Executive Vice President, . MBA of University of Tennessee SEVP. T, D ¢
Chief Financial Officer Dagcher 2004.2.13 217 | 0007 0 0.000 27 vears in Financial Industry ESUN B:;surv \vison ot | None | None | None
e National Taiwan Academy of Arts _
General Auditor (Note) | Cheng-Hsiung Chen | 2002.1.28 334 | 0010 0 | 0000 | - S PrviaRtibscorsiiy Genera Audiors, ESUN.— | Nore | None | None
. . . Department of Business Administration G | Auditors, ESUN
General Auditor (Note) | Wei-Chin Chien 2006216 | 472 | 0.016 6 | 0000 | - - | at Newport International Uriversity Bk None | None | None
27 years in Financial Industry
i 3 _ _ MBA of the City University of New York | President of ESUN
Chief Strategv Officer Joseph NC. Huaﬂg 2004213 11014 0.034 128 0.004 13 years in Financial Industry Venture Capital Co., Ltd. None None | None
Chief Human Resource Measter of Agricultural Management at EVP, Human Resource
Officer J. C. Wang 2002.1.28 717 | 0.024 391 0.013 - - | National ChungHsing University Divicion of ESUN Bank None | None | None
17 years in Financial Industry
Chief Accounting Department of Accountancy at National | Eyp, Accounting Division
Offi Kuan-Her Wu 2002.1.28 600 | 0.020 0 | 0.000 - - | Chung Hsing University of ESUN Bank None | None | None
icer 30 years in Financial Industry
Executive Vice Master of Department of Agricultural President of ESUN
; Suka Chen 2002.1.28 795 | 0.026 39 0.001 - - | Economics at National Taiwan University, | Securities Co,, Ltd. None | None | None
President 17 years in Financial Industry
Executive Vice Department of Civil Engineering at EVP, G | Aff
Presid Scott Chou 2002.1.28 848 | 0.028 175 | 0006 | - - | National Taipei Institute of Technology | Giicion of ESUN Bank None | None | None
resident 26 years in Financial Industn
Executive Vice . Master of Department of Economics at | EVP, Corporate Banking
Prosid Mao~-Cin Chen 2005.7.1 448 | 0015 4 | 0000 | - - | National Taiwan University Division of ESUN Bank | None | None | None
resident 14 vears in Financial Industry
Executive Vice D MBA at National Taiwan Universit
| - - Y EVP, Consumer Banking
President Shuei-Ping Wan 2005.7.1 202 | 0.007 201 | 0.007 14 years in Finandial Industry Divon of ESUN Barke | None | Nene | None
Executive Vice L Department of Soil and WaterConservation at | gyp nformation Tecoogy | None | None | None
President Jhctsing Tseng | 20087.1 | 1,787 | 0069 | 1,171 | 0039 | - | - |Naend gt bty Dvion of ESUN Bar
Senior Vice President | Joseph Syu 2005.7.1 213 | 0.007 o | 0000 | - - | MBA ot National Sun Yat Sentriversity SuP Trsasury Division of | None | None | None
years in Financial Industry -

Note: General auditor Cheng-hsiung Chen retired on February 16, 2006.
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5. Shares and Dividend

(1) Impact on business performance and earnings per share of stock dividend
payment proposed at the most recent shareholders' meeting

Year
e 2006F 2005A 2004A
Capital collected-beginning of the period (NT$1,000) 30,270,000 29,306,096 25,063,669
Cash dividend per share (NT$) 1.00 1.10 1.0856
Stock dividend
and cash dividend Capitalized retained earnings - stock dividend (share) 0.20 0.30 0.03257
of the year o - o ' -
Capitalized additional paid-in capital - stock dividend (share) 0 0 0
Operating revenue (loss) (NT$1,000) 4,635,625 4,549,660 4,732,822
Operating reveue (loss) increase(decrease) from last year (%) 1.89% (387%) 4.41%
Net Income (Loss) (NT$1,000) 4,757,466 4,656,349 4,836,437
Change of
Business Net income(loss) increase (decrease) from last year (%) 2.17% (3.72%) 6.79%
Performance
Eamnings (Loss) per share(NT$) 150 154 1.94
Earning (Loss) per share increase (decrease)from last year (%) (2.60%) (20.62%) (8.92%)
Annualized return on Investment (the reverse of Annualized Price /Earning ratio) 6.32% 6.49% 8.88%
Retained earnings are Projected Earnings per share 153 158 202
capitalized with cash dividend
distributed Projected annualized retuen on Investment 6.45% 6.68% 9.25%
Projected Earnings i - o Projected Eamning per share 1.50 154 1.94
o | S e
Price/Earnings Projected annualized retuen on Investment 6.32% 6.49% 8.88%
ratio - i
Additional paid-in capital is not Projected Earning per share 163 158 2.02
capitalized and Capitalized retained
earnings-cash dividend distributed Projected annualized return on Investment 6.45% 6.68% 9.25%
(A)The Company should explain the hypothesis made for each forecast or projected data (D)The year of Stock dividend and cash dividend is the distributing year
(B)The projected Earnings per Share for the retained earnings capitalized and with cash dividend
distributed = [Net Income . interest accrual from cash dividend* x (1- tax rate)] / [total stock shares Information applied in the table above:
issued at the year end - stock dividend distributed for the capitalized retained earnings**] (A)The auditing financial statements of 2005 and 2004
Interest accrual from cash dividend* = Capitalized retained earnings x annual loan interest rate (B)The tax rate that is used to calculate the projected data is 25%. The annual loan interest
Stock dividend distributed for the capitalized retained earnings**: The stock shares increased from the rate of 2004, 2005 and 2006 is based on the average loan interest rate 3.69%, 3.31%
stock dividend distributed the year before for the capitalized retained earnings and 3.40% of E. SUN Bank, respectively.

(C)Price/Eaming Ratio = Average Market Closing Share Price / Earnings per Share of Current Fiscal Year

(2) Employee Bonuses and Director and Supervisor Compensation

Allocation of Profits Statement

2005 Unit: NT$
Category of Profit Amount Category of Allocation Amount

2005 Pre-tax Profit 4,624,283,974 Provision for Legal Surplus 465,634,845
Business Tax Benefit 132,064,480 Shareholders’ dividend (cash : NT$1.0 per share ) 3,230,381,518
Shareholders’  dividend (stock : NT$ 0.2 per share) 646,076,300

Reversal of Special Surplus 24,582,175
Director and Supervisor Compensation 40,379,769

Undistributed Profits 235,146,042
Employee Bonus (cash) 38,030,787
Employee Bonus (stock) 83,108,520
Undistributed Profits 412,464,932
Total 4,916,076,671 Total 4,916,076,671

Note 1: Cash dividends of NT$38,030,787 were paid to employees, stock bonuses of NT$83,108,520 were paid to employees and compensation of NT$40,379,769 was paid to directors.

Note 2: A total of 8,310,852 shares were issued to as bonuses, ising 0.26% of ing stock. 10
Note 3: If employee bonuses and director ion were booked as expenses, the Company ° s after-tax earnings per share fell to NT$1.50 from NT$1.54.

Note 4: E.SUN s post-increase capitalization stood at NT$33.033 billion
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[11. BUSINESS OPERATION
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The dawn of a new era
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1. Business Scope

E.SUN FHC has focused on investment and
management, with operations consisted of the following
areas: banking, bills finance, credit cards, trust,
insurance, securities, futures, venture capital, investment
in foreign financial institutions approved by supervisory
authorities, other business operations approved by the
Authority, as well as the management of the
aforementioned businesses and other areas of business
approved by the Authority.

1 Operation Principles

Since establishment, E.SUN FHC's brand name
image has come to represent innovation, expertise, and
stable and honest operations. The FHC has always
maintained a goal of becoming the best performing and
most highly respected enterprise. E.SUN strives for
balanced business development and works to instill its
outstanding corporate culture and devotion to constantly
refining operations throughout all of its units. The
company spares no effort in working to provide efficient
operations, comprehensive product lines, services to the
public, operational automation and internationalized
operations. E.SUN's operational development policies
are asfollows:

A. Safety: The Company ensures the interests of
shareholders and customers, raises the service quality of
subsidiaries and implements internal control measures. It
also seeks to diversify investment and operational risks
in order to establish a foundation for sustained
operations.

B. Liquidity: Since the short-term funding sources of
subsidiaries have a fairly high rate of change, the

Company seeks to implement active utilization of funds.
It has a high degree of sensitivity to operational and
environmental changes, enabling it to utilize funds in the
most appropriate manner.

C. Profitability: The Company seeks to strengthen the
core competitiveness of its subsidiaries and utilize an
array of information and resources to develop business
and control costs, creating profits. However, the ideal of
long-term stability is never compromised.

D. Growth: The Company seeks balanced growth in
operations, boosting market share and creating a loyal
clientele. Regional operations take into consideration the
service network and the ability to judge the potential of
various operations.

E. Public Welfare: The Company's operations are also
expected to aid in the nation * s economic development.
The Company takes part in a variety of public service
activities to fulfill its corporate responsibility to society in
boosting education, culture and the quality of life.

There is not best, just better

—
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2. Operational Goals

(1)Pursuing Organic Growth and Strategic

Alliances

Since establishment, E.SUN FHC has sought to
provide customers with the highest quality banking
services and to offer shareholders outstanding
operational performance. With its origins in banking,
E.SUN has gradually expanded into all areas of
banking and financial services. Presently, six
companies are under the E.SUN FHC umbrella,
namely E.SUN Commercial Bank, E.SUN Bills
Finance, E.SUN Securities, E.SUN Securities
Investment Trust, E.SUN Venture Capital and E.SUN
Insurance Brokers. E.SUN continues to refine its
services and expand its financial blueprint. In 2005,
E.SUN entered into a strategic alliance with Prudential
Plc to bolster development in the area of
bancassurance. In 2006, the company cemented a
strategic aliance with Asia Financial Holdings, which
is a subsidiary of Singapore's Temasek Holdings,
opening a new page in multinational banking
cooperation. It is expected that this alliance will offer
E.SUN new areas for business development and
provide customers a greater range of financial service
products.

ZldE TEMASER o o o g

E.SUN FHC HOLDINGS

1y
W

(2)Mergers & Acquisition and Organizational

Adjustment

E.SUN Bank acquired the assets, liabilities and
operations (excluding trust business) of Kaohsiung
Business Bank in 2004 via the Resolution Trust
Company mechanism. The acquisition has enabled
E.SUN Commercia Bank raise its number of local and
overseas branches to 117, offering customers with an
even more convenient financial services network. The

Rons

E.SUN writes a new page in international strategic alliances

—

FHC intends to continue to evaluate opportunities for
other acquisitions in the future in order to further
expand its size. In addition, in light of the rapid changes
in Taiwan ' s banking environment, the company
continues to pursue the most appropriate organizational
framework that best integrates FHC resources and
achieves synergy.

(3)Integrating Sales and Marketing to Boost

Efficiency

Integration of the FHC's information technology
systems and logistics network has helped streamline
operational procedures. Putting in place an appropriate
organizational framework is expected to help the
company achieve new heights in operational efficiency
and quality. A higher degree of cooperation in sales and
marketing, as well as logistical support, will help boost
the FHC's competitiveness.

(4)Creating Customer Value

E.SUN FHC brings together the financial services
offered by its six subsidiaries, offering a comprehensive
range of products in corporate banking, consumer
banking, wealth management, treasury and credit cards.
The company focuses on the niche markets of each
product in order to provide appropriate services and
products to its international- and large-sized corporate
customers, helping to raise the asset value of customers.

3. Important Operational Strategies

(1)Development of Distribution Network

E.SUN has carried out an assessment of the
branch network, assets and personnel that it has
acquired in the wake of acquisitions. In an effort
to make the most of its branch network, E.SUN
will apply to adjust the location of various
branches as appropriate, providing the widest
possible scope in which to provide services to
customers. In addition to its physical network,
E.SUN is also aggressively building a virtual
network, utilizing the Internet, telephone services
and automation equipment. These two networks
will be complementary to each other, help to
reduce service costs and boost service quality.

(2)Implementation of Cross-Selling

E.SUN integrates its resources and product
services to provide one-stop shopping services to its
customers. By maintaining close contact with
customers, E.SUN will better understand their needs.
E.SUN will utilize its professional advantages to
resolve any problems customers might face.
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(3)Promoting Product Research and Innovation

In addition to the array of products aready offered,
E.SUN will research and introduce new products based
on market trends and customer needs. It will also
provide customized products and services to meet the
financial service needs of customers.

(4)Remaining Aware of Risk and Seeking Stable

Growth

E.SUN utilizes its outstanding risk management
culture to minimize risk, but maintain steady
operational growth. Each of its subsidiaries makes
every effort to maintain a high level of asset quality
and all employ measures to reduce credit and
operations risk. Information technology systems also
play akey role in risk management. To conform to the
Basel Il accord, E.SUN seeks to adopt the same risk
management measures as that of international banking
heavyweights. E.SUN is planning and instituting risk
models that will put it in the forefront of this effort in
the local banking industry.

E.SUN FHC combines the resources of its banking,
bills finance, investment trust, securities, venture
capital and insurance brokerage to extend its top
quality services over a variety of fields. Its brand
name operations help create customer value. In
addition, E.SUN's development strategies are enabling
it to find its market position and segment customers
groups. Its R&D efforts create new products that offer
brand name value. E.SUN differentiates itself from its
counterparts in this manner, which it believes will be
the critical factor behind its continued success. In
addition, E.SUN has traditionally devoted considerable
resources to innovation and R&D of products that
meet market needs. The business scope and
operational plans of each subsidiary are detailed
below:

(1) E.SUN Commercial Bank

A. Primary Operations

(A) Commercial Bank Operations. Accepts check
deposits, demand deposits, fixed deposits, and carries
out short-, medium- and long-term loans; discounting
of bills/checks, domestic remittances, commercial
acceptances, domestic guarantees, credit cards,
custodian services, warehousing, rental of safe deposit
boxes, issuance of domestic letters of creditor, and
factoring.

(B) Foreign Exchange Operations: Import and

export negotitation, general inward and outward
remittance, foreign currency deposits, foreign currency
loans, and foreign currency guarantees.

(C) Investment and Treasury Operations:
Investment in bonds, short-term bills, corporate bonds
and debentures, short-term bills broking and dealing,
and trading of financial derivatives.

(D) Agency Operations and Other: Serves as agent
for collection and payment of various bills, agent for
government bonds, treasury bills, corporate bonds and
stocks; agency sales of gold ingots and coins, silver
coins, and issuance of debentures; agent for services
approved by central authorities as well as for the
National Treasury.

B. Composition of Operations

Unit: NT$1,000

Year 2005 2004
ltem Amount Proportion Amount Proportion
% %

Interest Income 17,497,948 83.55 14,048,775 69.28
Fee Income 2,413,091 11.62 2,080,184 10.26
Gain from Secutities

Trading and Others 1,033,131 4.93 4,150,537 20.46
Total 20,944,170 100.00 20,279,496 | 100.00

(2)E.SUN Bills Finance Corp.

A. Primary Operations

Since its establishment, E.SUN Bills Finance has
committed itself to providing outstanding direct
financing services. It continues to cultivate a staff that
possesses a high level of expertise, providing
customers with the best service. The Company is
working to expand its range of financial services.
Presently, it is involved in the following areas of
business:

a Verification and underwriting of short-term bills

b.Broking and dealing of short-term bills

¢.Guaranteeing and endorsing short-term bills

d.Serving as an interbank Iending agent for

financial institutions

e.Providing corporate finance information and

advisory services

f.Broking and dealing of government bonds

g.Verification and underwriting of financial

debentures

h.Broking and dealing of financial debentures

—
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i.Trading of corporate bonds (2) Categories of Maturity
j.Business related to derivative products approved
by authorities Unit: NTSmm
k.Other approved business
: 2005 2004
= Year
Item TS Propo?ort'\on AFTBU Propc;;rtion
1-30 days 79277 | 4495 64,051 | 3492
31-90 days 78,607 | 4457 88814 | 4841
91-180 days 17,607 9.98 28385 | 1647
Over 181 days 871 0.50 2,200 1.20
Total 176,362 | 100.00 183,450 | 100.00
Developing new products, raising market efficienc .
ping newp 9 v C. Secondary Market Trading
(1) Categories of Products
(2) Composition of Operations
A. Primary Market Issuances and Initial Purchases
Unit: NT$mm
Unit: NT$mm 2005 2004
Year
Year 2005 2004 [tem AT Propozrtion NN Propozrtion
Proportion Proportion
Jeim Fmieuini % Ao % Commercial Paper I 1150832 | 3526 | 1043322 | 3564
Commercial Paper Il 176,362 71.44 183,450 7342 Bank Acceptances 1,039 0.03 1616 0.05
(Sl ATEEPENEES & 003 b || @u3 Negotisle Certfctes of Deposi 280,008 858 | 319432 | 1091
Negotiable Certificates of Deposit 66,341 26.87 61,210 2450 T-bills 154,996 4.75 72413 2.47
et ) s Sz || 200 Bonds 1676745 | 5138 | 1490988 | 5093
Total 246881 | 100.00 249,879 | 100.00 Total 3263620 | 10000 | 2,927,771 | 100.00
B. Commercial Paper Underwriting
(1) Categories of Guarantor (2) Trading Counterparts
Unit: NT$mm
Unit: NTSmm Year 2005 2004
2005 2004 Item Amount | PrOPOTtON | Aoyt | Proportion
Year % %
Item Amount |P1OROMON Amount | Froporton Financial Institutions 725188 | 2222 | 817364| 2792
E.SUN Bills Guaranteed 127,219 72.14 120,470 65.67 Bills Finance Companies 392,570 12.03 318,191 10.87
Others Guaranteed 15,864 8.99 28,732 15.66 Investment Trusts and Institutions | 2,057,452 63.04 | 1,663,688 | 56.82
Non-guaranteed 33,279 18.87 34,248 1867 Retail Investors 88,410 2.71 128,528 4.39
Total 176,362 | 100.00 183,450 | 100.00 Total 3,263,620 | 100.00 |2,927,771 | 100.00

15
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D. Guarantee Operations

(1) Secured and Non-secured Credlit
Unit: NT$mm
Year 2005 2004
ltem Amount | @ pc(/i rion | Amount | pOZmO”
Collateralized Credit 7,836 42.74 6,714 3822
Non-collateralized Credit 10,499 57.26 10,853 61.78
Total 18,335 100.00 17,667 | 100.00
(2) Industry
Unit: NT$mm
Year 2005 2004
Item Amount Pm?;omm Amount Pmp;/lmm
Banking and Insurance 7,499 40.90 6,667 37.95
Manufacturing 6,219 33.92 6,606 37.60
Wholesale, Retall and Food & Beverage 982 5.36 1,439 8.19
Real Estate and Leasing 2,594 14.15 1,416 8.06
Services 265 1.45 770 4.38
Transportation, Warehousing and Communications 370 2.02 445 253
Others 406 2.20 224 1.29
Total 18,335 | 100.00 17,567 | 100.00

3.E.SUN Securities Co., Ltd.

(1) Brokerage:

Acts as a broker for customers in the trading of
securities, futures, options, and carried out settlement.
Also provides margin financing and stock loan services,
and provides an electronic trading platform, meeting
the investment and trading needs of customers.

(2) Proprietary trading:

E.SUN trades securities under its own account.

(3) Underwriting:

Assists companies in public issuances of stock to
raise capital and underwrites cash capital increases and
convertible bonds for public companies and firms listed
on the Taiwan Stock Exchange and the over-the-counter
market. It also offers comprehensive corporate financial
planning services.

(4) Bonds:

E.SUN engages in outright bond trading and repo

E.Operation Performance

Unit: NT$1,000

Year 2005 2004
ltem Amount szzmm Amount Pmpazmm
Revenues
Interest Income 997,198 52.02 | 1,047,258 7431
Fee Income 66,304 3.46 108,553 7.70

Gain from Securities ~ Trading 853,044 445 194,884 13.83

Recovery - - 55,824 3.96

Others 241 0.02 2,849 0.20

1,916,787 | 100.00 | 1,409,368 | 100.00

Expenses and Losses

Interest expense 627,429 32.73 486,972 34.55
Fee expense 13,134 0.69 16,725 1.19
Provisions 44,488 2.32 - -
General & Administrative Expenses 150,632 7.86 139,740 9.92
Others 25,820 1.35 2,484 0.17
Subtotal 861,503 44.95 645,921 45.83
PreuTax Profit 1,055,284 55.05 763,447 54.17

trading. The Company serves as a government bond
dealer and provides customers with bond-related
investment information and advisory services.

(5) New Financial Products:

Issues call and put warrants and structured
products and develop new financia products upon the
liberalization of banking laws.

" et i

l M-+ : lr:-}

Differentiating itself from others, raising its ability to serve customers

—
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4. E.SUN Securities Investment
Trust Co., Ltd.

E.SUN Securities Investment Trust presently
operates seven funds that are sold throughout Taiwan
via the FHC's cross selling network. This provides
investors with comprehensive service and satisfies the
different needs of investors. The Company takes
advantage of the outstanding brand name of E.SUN
Commercial Bank. In addition, its top notch fund
managers work to provide investment management
services, with an eye both to local and global markets.
In addition to its outstanding research, the company
also integrates its resources with the research teams of
other FHC subsidiaries to create the greatest
competitive advantage. E.SUN Securities Investment
carries out its investment operations in the safest
manner possible, helping investors achieve stable
long-term returns. The Company also employs strict
risk management measures to ensure the safety of
investor assets.

(2) Primary Operations

A.Issues beneficiary certificates upon the raising of
funds in the creation of investment trust funds.
B.Utilizes investment trust funds to invest in
securities and related products.

C.Engages in discretionary investment business.
D.Engages in other areas of business approved by
Securities and Futures Bureau.

(2) Composition of Operations

Unit: NT$1,000

Year 2005 2004
ltem Amount P'ODOZ' ton | Amount P‘CVO?‘ fon
Fee Income 260 0.21 285 0.13
Management Fee Income 120,122 96.49 | 192,216 | 91.07
Non-operating Income 4,112 3.30 18,659 8.79
Total 124,494 | 100.00 | 211,060 | 100.00

5. E.SUN Insurance Brokers Co., Ltd.

E.SUN Insurance Brokers focuses on life and non-
life insurance. Its life insurance business mainly
consists of products of its strategic partner Prudential

—

Plc, including life insurance, medical insurance,
savings insurance, and investment-oriented insurance.
These products meet the wide range of needs of
customers for savings, tax purposes, investment,
protection and personal finance. In the area of non-life
insurance, E.SUN presently cooperates with Tokyo
Marine Newa Insurance Co., Ltd., offering a range of
outstanding products, including compulsory
automobile and motorcycle insurance, residentia fire
insurance, typhoon insurance, earthquake insurance,
and malpractice insurance. E.SUN's product line has
consistently provided the coverage that its customers
need.

Unit: NT$1,000
Year 2005 2004
ltem Amount ATEEER Amount Pr")%zmm
Life and Health Insurance 18,185 16.19 27,463 2246
Investment-linked Insurance 85,889 76.45 93,299 76.31
Accident Insurance and Other 8,278 7.36 1,494 1.23
Total 112,352 100.00 | 122,256 | 100.00

6. E.SUN Venture Capital Co., Ltd.

(1)Engages in capital investment in enterprises
with vast potential on Taiwan and overseas

(2)Provides corporate operations, management and
consulting services.

Unit: NT$1,000
Year 2005 2004
Item ‘Amount Pr(;pool,ymon Amount P’noc/rimnm
Investment Income 24,245 76.20 14,095 | 78.37
Financial Consulting Income 680 2.14 1,321 7.35
Interest and Other Non-operating Income 6,893 21.66 2,669 | 14.28
Total 31,818 100 17,985 100
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2. Business Plan

1.E.SUN Bank

Corporate Banking: The Bank will act in line with
government policies to bolster development of SMEs.
It will continue to strengthen lending operations to
SMEs and will also utilize credit guarantee funds,
tranche credit guarantees as well as self-liquidating
financing to reduce credit risk. The merger of the
International Banking Department into the Corporate
Banking Division, coupled with the development of
cross-strait business by its Hong Kong branch, enables
E.SUN to provide Taiwan companies with
comprehensive banking services. The Bank also
regularly develops new banking products to provide
its corporate customers with outstanding service.

Consumer Banking: E.SUN continues to introduce
innovative products and streamlined services to meet
the various needs of each customer group. At all times
it stresses risk controls, enabling the Bank to grow
both in business quantity and quality. The Bank has
carried out surveys to determine the needs of
consumers and is effectively utilizing its resources and
branch network to provide the services required.
E.SUN differentiates itself on the basis of products
and service, enabling it to emerge from the cut-throat
pricing of industry counterparts. This creates a win-
win situation of profits for the Bank and customer
value,

Wealth Management: E.SUN continues to
strengthen its infrastructure in order to offer a
comprehensive line of products. It develops new
products, keeping risk considerations in mind, and it
also has introduced financial engineering to assist
customers in the allocation of assets. The Bank also
makes the best use of the FHC's cross selling channels
and utilizes databanks in an effort to expand its
clientele, provide satisfactory service to customers and
create value.

Treasury: The Bank is maximizing the use of its
expanded branch network and displaying synergy
through organizational integration. The TMU and
corporate banking units are jointly developing
corporate customers and providing them a full line of
financial products. In addition, the Bank is also further
developing its VIP wealth operations, satisfying the
short- and long-term investment needs of the Bank * s
best clients. Meanwhile, as the derivatives products
market is becoming increasingly complex, the Bank is
undertaking hedging activities to manage market risk.

Credit Cards: The Bank has developed risk control
systems and places more emphasis on quality rather
than quantity, effectively reducing the number of
marginal, high risk or idle accounts. This reduces
operational costs and the risk of overdue credit. It also
helps to raise the amount of consumption, provide
value-added services and boost customer loyalty.

2. E.SUN Bills Finance Corp.

Given the trend of keener competition among local
and foreign financial institutions, operational risk isan
increasing concern in the financial industry. In
addition, companies are faced with the constant
pressure of expanding operations. In order to raise its
market competitiveness, E.SUN Bills Finance
continues to focus on professional expertise, service
and responsibility in carrying out operations. Quantity
and quality are equally important to the Company,
which exemplifies E.SUN ' s outstanding corporate
culture. In addition to pursuing stable growth, the
Company has every intention of maintaining
outstanding asset quality. Its operational focus
includes:

(1)Integrating E.SUN resources, maximizing the

value of the E.SUN name

E.SUN Bills Finances carries on the tradition of
E.SUN's outstanding corporate culture. Focusing on
business goals and top quality service, the Company
embodies the meaning of E.SUN. It integrates
resources and strengthens cross selling under the FHC
platform, providing customers with one-stop shopping
services.

(2) Stressing risk management, raising asset quality

A stable operating structure is the foundation of a
financial institution. E.SUN operates under the
principles of safety and liquidity first, followed by
returns, then growth, with public interest always in
mind. The Company will continue to strengthen
management of assets and liabilities under this
principle. In addition, the Company will diversify risk
and strengthen its controls on and management of
liquidity, interest rate and credit risk.

(3) Cultivating a highly trained staff, stressing

innovation and R&D

Highly training manpower and innovative products
are the critical factors determining the success of a
company in the rapidly internationalizing banking
industry. E.SUN Bills Finance spares no effort in

—
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providing training for its employees. In addition, it is
strengthening research and development of innovative
financial products to bolster the Company's long-term
development potential. The Company also works to
hone marketing expertise among its employees and is
expanding its sales channels.

3. E.SUN Securities Co., Ltd.

(1) E.SUN Securities core strategy isto maintain a
high quality, high performance R&D team that drives
its broking and dealing operations, as well as to raise
its reputation and have an influential role in the
securities sector.

(2) The Company is establishing a variety of
platforms under which customers can place orders and
isstriving to be aleader in electronic trading.

(3) E.SUN balances the profit potential for its
various product lines and business, ensuring stable
profits.

(4) The Company is developing an even more
aggressive risk control system to strengthen its ability
to manage assets.

(5) E.SUN is developing regional networks and
maintains a presence in branches of other FHC
subsidiaries, maximizing synergy.

(6) E.SUN continues to develop cross selling
mechanisms with other FHC subsidiaries, eyeing
potential business opportunities in the areas of wealth
management and corporate finance.

4. E.SUN Securities Investment
Trust Co., Ltd.

E.SUN Securities Investment Trust operates one
securities fund, three balanced funds, one bond fund,
one composite fund and one capital protection fund.
The Company will continue to work to differentiate its
products to further hone its product line and provide
customers with a wider range of options. E.SUN is
developing overseas products, making it even easier
for customers to diversify their portfolios. The
Company pursues stable operations, and it combines
E.SUN Commercial Bank's brand name awareness
with its own outstanding fund management team with

an eye to furthering its position as a leader in asset
management. The Company takes advantage of the
FHC's island-wide cross selling network, offering
investors with comprehensive asset management
services. In addition to its own R&D team, the
Company enjoys support from R&D teams throughout
the FHC, enabling the Company to boost its
competitive advantage. E.SUN Securities Investment
employs strict risk controls and measures to ensure
safety in its transactions, assisting investors in
enjoying long-term returns and ensuring the safety of
the assets entrusted to the Company. It will continue to
pursue outstanding service quality and performance
and seek to raise its market share.

5. E.SUN Insurance Brokers Co., Ltd.

E.SUN Insurance Brokers is dedicated to providing
a high level of professional services. It continually
seeks to improve its products, marketing, services and
operational procedures. The Company works closely
with insurance companies in developing new products
to provide customers a wider selection of options from
which to choose. The Company also works together
with E.SUN Commercial Bank in planning sales and
marketing plans, seeking to maximize synergy. E.SUN
Insurance Brokers makes a promise to its customers to
provide the best service and range of products
possible, helping to satisfy their personal finance
needs in an age that features new concepts in
investment.

6. E.SUN Venture Capital Co., Ltd.

E.SUN Venture Capital is developing investment
banking business and is integrating the resources of
the FHC in line with strategies to provide companies
with comprehensive financial services and arrange
capital, technology and manpower. The Company will
utilize the strengths of the FHC to provide corporate
clients with a full line of services and will increase its
long-term competitiveness and development potential
by participating in various projects and engaging in
the exchange of knowledge and information.
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3. Human Resource

.li-ll h

The cultivation of human resources provides the
foundation for E.SUN's sustained operations. E.SUN
continues to reinvent its organization and boost
business performance based on the spirit of integrating
resources and effective management. As of the end of
2005, E.SUN FHC and its subsidiaries employed a
total workforce of 3,597 persons. The average age of
staff is 30.6 years old. Within its employee pool, 14.9%
have master's degrees, 61.5% bachelor's degrees and
the remaining 23.6% are graduates of technical
colleges or vocational high schools. Its employees have
4,986 professional licenses in the field of banking,
1,809 licenses in insurance, 2,047 licenses in securities
and 123 licenses in other areas. Employees have
worked at E.SUN for an average of 3.75 years.

1.E.SUN Bank
e i 2006.3.31 2005 2004
No. of Employees 3,261 3,139 2,438
Average Age 30.2 30.3 29.7
Average Years of Service 3.9 37 3.6
Master's 15.12 14.6 135
Educational | Bachelor’s 62.48 62.4 56.3
Background
(%) College 20.72 21.3 27.7
High School 168 1.7 25
(Vocational)
Lice’\:g:?—iglijpbﬂvﬁgfnsgg\a/[aes Bank Insurance | Securities Other
Number of oy | 4g60 | 1716 | 1,358 81

Engineering a foundation for the future.

With employees being the Company's most
important asset, E.SUN is dedicated to providing them
training, enabling E.SUN to be a learning-oriented
institution. In 2005, a total of 12,184 employees
participated in 185 training courses held by E.SUN
FHC and its subsidiaries and 349 external workshops.
On average, employees participated in 4.09 workshops
during the year. These educational opportunities nurture
outstanding human resources, help create consensus and
common goals among staff and enable employees to
think out of the box, creating an edge for E.SUN in the
highly competitive banking environment.

The following are profiles of employees at each
subsidiary:

2. E.SUN Bills Finance Corp.

ltom Jear 2006.3.31 2005 2004
No. of Employees 76 80 83
Average Age 33.1 33.6 32.7
Average Years of Service 6.7 6.5 6.4

Master's 15.8 16.3 125
Educational Bachelor’s 68.4 66.3 63.9
Background
(%) College 145 162 22.2
High  School 13 12 14
(Vocational)
g e’\r‘ssrg?-ig\fd nggﬁﬁgg\a/lees Bank Insurance | Securities | Other
Number of Professional
License (2005) 177 i Lok [

—
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3. E.SUN Securities Co., Ltd.

ftorm Year | 2006331 2005 2004
No. of Employees 270 280 261
Average Age 31.2 815 30.9
Average Years of Service 2.7 25 2.1

Master's 7.9 7.9 8.5
Educational | Bachelor's 60.3 58.2 56.7
Background
(%) College 285 30.7 31.0
High School 33 3.2 38
(Vocational)
Lic;as@iqgﬁipégfgsﬁgg%es Bank Insurance | Securities Other

Number of Professional

License (2005) 182 64 467 ¥
5. E.SUN Insurance Brokers Co., Ltd.

e Year | 2006331 2005 2004
No. of Employees 30 3 18
Average Age 26.5 41.3 294
Average Years of Service 1 3.99 0.7

Master's 3.3 100 5.6
Educational ;
Background | Bachelor's 80 0 94.4
(%)
College 16.7 - -
_ Name of Professional Bank Insurance | Securities | Other
License Held by Employees
Number of Professional 3 2 0 3

License (2005)

Goal-, structured- and systematic learning creates a dynamo staff.

4. E.SUN Venture Capital Co., Ltd.

License (2005)

ttom e 1 2006331 2005 2004
No. of Employees 8 9 9
Average Age 35.8 35.3 34.3
Average Years of Service 3.4 3.1 2.1

Educational | Master's 62.5 66.7 66.7
Background ,

(%) Bachelor's 375 33.3 333
. Name of Professional Bank | Insurance | Securities | Other
License Held by Employees
Number of Professional 6 P 9 P

6. E.SUN Securities Investment Trust Co., Ltd.

License (2005 )

ftorn Year | 5006331 2005 2004
No. of Employees 26 26 24
Average Age 30.7 31 1o
Average Years of Service 2.4 2.9 39

Measter's 385 42.3 41.7

Educational ;

Background | Bachelor's 53.9 46.2 41.7

(%)
College 7.6 11.5 16.6
Licg:\irgilgltjpgefgfnsgg\%es Bank Insurance | Securities | Other
Number of Professional 16 5 31 0
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4. Corporate Responsibility and Ethival Behavior

E.SUN FHC makes every effort possible to be a
world-class corporate citizen. It devotes
considerable resources in social welfare,
environmental protection, international rescue,
academic betterment activities, and also promotes
tourism on Taiwan. It also continues to enhance its
product content and services to bolster customer
value and exhibit its social responsibility. In 2005,
E.SUN FHC, E.SUN

"Financial investment and financial engineering,"
and "Marketing and information management,"
enabling society to understand the latest concepts in
management and be in step with international
trends.

E.SUN is also involved in environmental
protection work. In 2005, it held an activity to clean
up 16 trails throughout

Commercial Bank and E.SUN e Taiwan, demonstrating its
; i 8 LR T . -

Volunteers Foundation / . social responsibility to the

cooperated in donating NT$10 ﬁ'i‘tﬁ IHE! i ici i

million of funds to provide
nutritional school lunches to
about 2,000 students in seven
southern Taiwan counties and
cities. E.SUN has also
provided assistance to
orphanages throughout Taiwan
to take orphans to visit the
Taipei Kid ' s Museum, music
concerts and professional baseball games. E.SUN
has donated guitars, ping pong tables and other
athletic equipment to orphanages, hoping to create
happy memories for children as they grow up.

On the academic front, the E.SUN Volunteers
and social welfare Foundation has established the
E.SUN Scholarship in an effort to hone outstanding
management talents. E.SUN has also cooperated
with National Taiwan University's College of
Management in establishing the E.SUN Knowledge
Management Lecture Course. This three-year
program will focus on research in "strategic
management and international enterprises, ”

island. It also participated in
the global "Clean Up the
World" activity, helping to
make Taiwan a cleaner place.
E.SUN also participated in the
"Smile on 319 Taiwan
Villages" activity, promoting
tourism throughout the island.

E.SUN FHC was awarded "Corporate Social Responsibility"
award by Global View Monthly.

E.SUN pooled donations
from its employees to provide international relief
assistance in the wake of the South Asian
tsunami, exhibiting its responsibility as a global
citizen. It has also held many blood drives to
help those in need. While the FHC of course
stresses business development, self-discipline
and adherence to laws, it hopes to take concrete
steps to pay back its customers, shareholders and
society. E.SUN deeply believes these initiatives
will have an impact on society, enabling the
company to move a step closer to its goal of
being the best performing and most highly
respected enterprise.

EPRENR LY
ORI

E.SUN's initiatives help to spark even more compassion throughout society.
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A Solid Foundation for the Success
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The main concerns in the FHC's risk management
efforts are to ensure assets safety, to provide customers
with service and to create shareholder value. All operations
are carried out with risk considerations in the forefront.
Operations are to stress safety and liquidity first, then
profitibility, and then growth, with public interest always
in mind.

1.Financial Holding Company's Risk Management

Framework

The Company has established an independent Risk
Management Committee. This unit is charged with setting
out, implementing and monitoring internationally accepted
risk management strategies. This reduces credit, market
risk, operations risk and other risks to a minimum. All
subsidiaries also set up individual " Credit Review
Committee", " Assets and Liabilities Management
Committee", and risk managemnt and auditing units
responsible for daily position evaluation, risk exposure
calculation and feedback of extraordinary events. The
organizational framework is asfollows:

2.Risk management strategy and procedures—

applicablefor al subsidiaries

A.Credit Risk Management

(A)The risk management target is in accordance with

the regulations of authorities, internal credit and trading

risk control system and we will adjust the internal
regulations at the right moment depending on domestic
and overseas economic and financial situation.

(B)Restricting the single financial institution risk

position according to the regulations of authorities,

credit rating and business performance.

(C)Foallowing the regulations of authorities to set up the

internal regulations of guarantee on short-term bills of

the same enterprise and affiliates.

(D)To set up internal industria credit limit percentage

by following the regulations of authorities.

B.Market Risk Management

(A)Appropriately managing the efficiency of funds and

keeping it liquid by the asset and liability management.

(B)To avoid the concentrating of funds using and

source of funds on one or a few financial tools or

counterparties to prevent from risk concentration.

(C)To control the risk of price volatility by daily funds

committee deciding daily trading strategy.

(D)Evaluating the Company's risk exposure periodically

to be reference for trading strategy

C.Operational Risk Management

The Company firmly believe that the fundamental way
to avoid the internal operational risk is to build fine
operation system, to train up employees' risk awareness, to
drive law-abiding corporate culture and excellent internal
control and audit system. It devoted to the training of all
subsidiaries' employees, auditing and improving the
operation processes. To the external event, E.SUN aways
keeps sensitivity on market environment, customer
behavior, technology innovation and regulation amendment
to grasp the opportunity in advance.

3.The range and characteristics of risk report and

measure system—applicable for all subsidiaries

A.Credit Risk : the credit line of the same enterprise and

same group : credit line control of risk weighted

assets : the exposure of the same enterprise : each

liability limits of counterparty : trading limits of interest

derivatives

B.Market risk : Measurement for market value and

trading profit/loss of operating asset and derivatives

C.Operational risk : To inspect if business operation

meets the operation regulations, and tracing the

improvement of defect due to auditor opinion

4.Strategy and procedures of hedge policy and the

continuity and effectiveness of monitoring hedge—

applicablefor al subsidiaries

A.In accordance with relative regulations, setting up

limits of credit, trading and investment entity classified

by different business risk degrees.

B.Reviewing and tracing the credit of the borrowers

regularly.

C.Adjusting the distribution of asset and liability

periodically to reduce the extent of systematical risk

exposure.

D.Adjusting the development strategy of all business

timely according to the situation of market and future

trend.

Board of Directors }

President
—

Risk Management Committee’\

il

Chief Risk Officer

Chief of Chief of Chief of Chief of
Credit risk ) Market risk ) Liquidity risk ) Operating risk )

o E.SUN
N Ban ) BmsFmance)

E.SUN Other
Securities ) Subsidiaries )

E.SUN Risk Management Framework

—
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V. CORPORATE GOVERNANCE

Implementing corporate governance,
strengthening risk control mechanisms

Item

State of Operation

Reason for Any Discrepancies
with Corporate Governance
Best-Practice Principles for
Financial Holding Companies

1, FHC Shareholding Structure and Shareholders' Equity

(1) Shareholders can express opinions via the appropriate

(1)Methods FHC handles shareholder suggestions or office, after which actions will be taken. None
grievances (2) Any shareholder with at least a 10% stake in the Company
(2)State of understanding controlling shareholders of the must file a declaration with the Company according to the
FHC law.
(38)Methods to establish risk control mechanisms and (3) Risk control mechanisms and firewalls are routinely
firewalls between FHC and subsidiaries implemented.
2, Duties of Board of Directors (1) One independent director was elected at the 2005
(1)State of FHC designation of independent directors shareholders’ meeting. We ancipate another two in 2007. None
(2)State of regularly evaluating independence of (2) Carried out regularly
verifying accountant
3, Duties of Supervisors (1) Anticipating the appointment of one independent
(1)State of the FHC designating independent supervisors supervisor or monitored by Auditing committee according None
(2)State of communications between supervisor, to Securities and Exchange Law
employees of FHC and shareholders (2) Carried out regularly.
4, Establishing Avenues of Communication for Interested Shareholders and customers can express opinions through
Parties14 shareholder service unit and Customer Service Division. None
Employee grievances can be filed with Human Resource
Division
5, Disclosure of Information (1) The Company aready has an English website and has an
(1)Financial Holding CompanyState of website, release individual responsible for collection and disclosing None
of financial information and corporate governance Company information.
information ) ) i (2) A spokesman is designated who understands all areas of
(2)The FHC uses various avenues to release information ) N .
Y et re el s nformation, a operation. The agenda of the institutional investors'
and institutional investors listed on the Company's website) conference islisted in full on the Company's website.
6, State of the auditing committee set up by FHC The auditing committee was set up in 2004, convened by the
independent director. The committee operates under the
Board of Director and monitors the following: None

1.The Company's financial statements; 2. The selection(or
dismissal) of verifying accountants, and their independence
and performance; 3.The implementation of internal controls;
4. The adherence to laws and regulations

—
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Reason for Any Discrepancies
i with Corporate Governance

Item State Of Operatlon Best-Practice Principles for

Financial Holding Companies

7, Description of any discrepancies between the state of the FHC's corporate governance and rules governing corporate
governance:ESFHC's corporate governance presently is deemed satisfactory and there are no discrepancies with promulgated
rules.

8. E.SUN has undertaken any number of initiatives (such as employee rights, environmental protection, community participation,
supplier relationships, supervision and measures to prevent conflicts of interest) to fulfill its responsibility to society:

E.SUN is striving to have each employee be a first class global citizen and E.SUN Commercial Bank be a first rate
corporate citizen in an effort to reach its goal of being the best performing and most highly respected enterprise. E.SUN spares
no effort in social relief, environmental protection, and volunteer services to fulfill its pledge of social responsibility. It will
continue to make efforts to pay back Taiwan society and spark momentum among Taiwan's corporate sector in social welfare
and charitable activities.

E.SUN Bank, E.SUN FHC, and the E.SUN Volunteers and social welfare Foundation worked together in donating funds to
provide nutritional school lunches to underprivileged children. The organizations donated a total of NT$10 million, helping to
provide lunches to about 2,000 students. E.SUN has also provided assistance to orphanages throughout Taiwan to take orphans
to visit the Taipei Kid's Museum, music concerts and professional baseball games. E.SUN has donated guitars, ping pong tables
and other athletic equipment to orphanages, hoping to create happy memories for children as they grow up.

E.SUN pooled donations from its employees to provide international relief assistance in the wake of the South Asian
tsunami, exhibiting its responsibility as a global citizen. It has also held many blood drives to help those in need.

E.SUN has made a commitment to support the arts and culture. It sponsors a music concert on Mother's Day to help express
its thanks to Taiwan and mothers throughout the island.

E.SUN is involved in environmental protection work. In 2005, it held an activity in which it helped clean up 16 trails
throughout Taiwan, demonstrating its social responsibility to the island. It also participated in the global "Clean Up the world"
activity, helping to make Taiwan a cleaner place.

E.SUN FHC continually strives to raise customer value and refine its services. It will continue to engage in activities to pay
back shareholders, employees, society, and Taiwan.

9. Other important information that assists in understanding the state of corporate governance of the FHC (including continued
study by directors and supervisors, state of attendance at board meetings by directors and supervisors, risk management
policies, risk measurement standards and the state of implementation, state of implementation of consumer protection measures,
measures to prevent conflicts of interest liability, insurance taken out by the FHC for directors and supervisors and social
responsibility):

(1)Guidelines on Board Meetings have been implemented according to Article 26 of the FHC articles of incorporation and in
order to bolster supervision and management of board meetings. Meetings are held according to these guidelines.

(2)Continued study and training is arranged for directors and supervisors, such as seminars and workshops organized by the
Taiwan Corporate Governance Association and the Securities & Futures Institute. Topics include corporate governance at
financial institutions, legal responsibilities of directors and supervisors in corporate mergers and acquisitions, and risk
management.

(3)Attendance by directors at board meetings has historically been normal. Supervisors have also attended board meetings as
required.

(4)Directors avoid involvement in discussion of issues in which there could be a conflict of interest.

(5)E.SUN has established a risk management committee to carry out risk control policies, draft risk reports and monitor risk
measurement systems.

A.Credit Risk: Subsidiaries have set limits on the amount of credit that can be extended to a single company, a single
conglomerate or a single industry. Limits have also been set on the trading of credit derivative products. Limits are set in
accordance with the Basel |1 accord in order to maintain outstanding asset quality.

B.Market Risk: Trading of derivatives products by subsidiaries must be carried out in accordance to guidelines on derivatives
trading as well as result on transactions, investment and capital usage. Specifications vary depending on the type of
derivative.

C.Operational Risk: Operational risk is controlled on the basis of the Basel 11 Capital Accord. Examinations are carried out
regularly to determine whether operational practices conform to standards. In addition improvement and follow-up is made
whenever opinions are furnished by the internal auditor.

(6)E.SUN has always focused on customer service quality. It provides avenues for consumers to file grievances in an effort to
protect consumer interests.

—
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E.SUN is the evergreen amid the blue sky and white clounds.
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1.Representation of Consolidated Financial Statements of Affiliated Enterprises:

Please refer to audited consolidated financial statements of the Company and affiliated enterprises for the
most recent fiscal year in VII.

Representation of Consolidated Financial Statements of Affiliated Enterprises

The Company and its affiliated enterprises defined by "Criteria Governing Preparation of Affiliation Reports, Consolidated
Business Reports and Consolidated Financial Statements of Affiliated Enterprises' in 2005 are the same with those defined by
Article 7 of Statement Fincial Accounting Standard. A consolidated financial statement of the parent company and affiliated
enterprises has already been released and therefore there is no need to separately produce a consolidated financia statement for
affiliated enterprises.

Company Name: E.SUN Financial Holding Company, Ltd.

Chairman

February 8, 2006

{ 2y Affiliation Report:None

2. (1)Representation on Internal control

E.SUN FINANCIAL HOLDING COMPANY, LTD.
Representation on Internal Control
February 16, 2006

On behalf of E.SUN Financial Holding Company, Ltd., we hereby certify that the company indeed complies with the
« Enforcement Regulations for Financial Holding Company Internal Audit Control System ~ and the company * s internal
control system and risk management mechanism for the fiscal yare of 2005 have been implemented and audited by the
independent internal auditors, and the internal audit reports are periodically presented to the company * s board of directors
and supervisors.

Under due assessment, the internal controls and legal compliance of each department during 2005 are effectively in
place. This representation will be a major part of our annual report and prospectus, and will also be released to the public.
The existence of discrepancies or omissions in the content of this representation would constitute violations of Articles 20,
32, 171 and 174 of the Securities and Futures Exchange Act and entail relevant legal responsibility.

Sincerely yours,

Financial Supervisory Commission, Executive Yuan

Chairman {/7‘”'? 9“ H. "“’g‘

President (%Y_
General Auditor Gl & ”"J’ (‘L’G

Compliance Officer é{£z®/x’\

{ 2 Disclosure of any commissioned internal control review reports carried out by certified public accountants: None.
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Looking ahead to the horizons.

29




NA43315P2-2005%=30-36 2006/06/21 16:19 Him 30 EE

CONTENTS

-~ CONDENSED FINANCIAL STATEMENTS 2005,2004,2003 AND 2002

(—) CONDENSED BALANCE SHEET

(—.) CONDENSED INCOME STATEMENT

(=) CPAS AUDITING OPINION FROM 2002 TO 2005

~ ~ FINANCIAL ANALYSIS FROM 2002 TO 2005

= ~ OTHER IMPORTANT INFORMATION REGARDING FINANCIAL
STATUS, OPERATIONAL RESULT AND THE CONDITION OR THE
TENDENCY OF CHANGE ON CASH FLOW

P4 ~ SUPERVISORS' REPORT

7. ~ INDEPENDENT AUDITORS' REPORT

7N ~ FINANCIAL STATEMENTS 2005

(—) BALANCE SHEETS

(=) STATEMENTS OF INCOME

(=) STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY

(P4) STATEMENTS OF CASH FLOWS

+ -~ NOTES TO FINANCIAL STATEMENTS

J\ ~ INDEPENDENT AUDITORS' REVIEW REPORT

JL ~ CONSOLIDATED FINANCIAL STATEMENTS 2005

(—) CONSOLIDATED BALANCE SHEETS

(—.) CONSOLIDATED STATEMENTS OF INCOME

(=) CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS

EQUITY

(PY) CONSOLIDATED STATEMENTS OF CASH FLOWS

- ~ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

-— ~ REVIEW AND ANALYSIS OF FINANCIAL STATUS AND RESULTS

(—) ANALYSISOF FINANCIAL STATUS

(=) REVIEW AND ANALY SES OF SIGNIFICANT CAPITAL EXPENDITURE
AND RELATED CAPITAL RESOURCES

(=) ANALYSESFOR LIQUIDITY

(P4) OPERATING RESULT ANALY SES

31
31
32
32
33
33

34
35
37
37
38
39
40
41
78
80
80
81
82

83
84
138
138
138

139
140

30

S00C 140434 TVNNNY OH4 NNS'3



NA43315P22005%=30-36 2006/06/21 16:19 Him 31

— ~ Condensed Financial Statements 2005,2004,2003 and 2002

(—)Condensed Balance Sheet

Unit:NT$1,000

Financial data 2005,2004,2003 and 2002 (Note 2)
Year
ftem 2006331 2005 2004 2003 2002
Current assets 16,475,897 4,651,616 1,024,775 6,204,539 14,173
Long-term equity investments 48,525,040 44,669,600 43,423,341 27,935,022 23,587,445
Fixed assets 877 891 E - -
Other assets 18,663 3,711 1,729 57,929 -
Before distribution 516,656 391,213 1,689,566 6,504,403 461,705
Current liabilities
After distribution Note 3 Note 3 4,999,467 9,388,032 461,705
Corporate bonds payable 5,000,000 5,000,000 - 2 =
m
(é) Long-term debts 0 200,000 400,000 888,000 1,019,000
2
E Financial liabilities and fair value adjustment 8,578,947 - - - -
(@)
jZ> Accrued pension liabilities 403 4,337 1,041 - =
=
;C> Capital Stock 32,303,815 30,270,000 29,306,096 25,063,669 24,700,000
-
I';PI Capital Surplus 9,869,777 7,607,644 7,607,644 1,769,432 4,839,667
;8; Before distribution 6,796,795 5,931,050 5,548,506 4,529,029 (13,091,451 )
: Retained earnings
8 After distribution Note 3 Note 3 2,238,605 1,645,400 -
a1
Treasury stock - - - ( 4503276 ) (14,247,603 )
Cumulative translation adjustments (5,690) ( 2888) (CRIBi524) 2,624 2,906
pnreahzed loss on long-term equity _ ( 73877) ( 89,856 ) ( 56391) (82,606 )
investments
Net loss not recognized as pension cost s (1,661) > i -
Total assets 64,020,377 49,325,818 44,449,845 34,197,490 23,601,618
Before distribution 14,096,144 5,595,650 2,090,607 7,392,403 1,480,705
Total liabilities
After distribution Note 3 Note 3 5,400,508 10,276,032 1,480,705
R clsihuiion 49,924,233 43,730,268 42,359,238 26,805,087 22,120,913
Total stockholders” equity
After distribution Note 3 Note 3 39,049,337 23,921,458 22,120,913

Note 1: E.SUN Financial Holding Company, Ltd. was established on January 28,2002.
Note 2: All financial data here are audited by CPA except those ended by Mar. 31, 2006 is only reviewed.
Note 3: Earnings distribution of the year (ended December 31) 2005 shall be resolved in the shareholders' meeting.
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(Z) Condensed Income Statement

—p—

Unit: NT$1,000 Except Earnings (Losses) Per Share

Financial data 2005,2004,2003 and 2002 (Note 2)

Year
LZm 2006.3.31 2005 2004 2003 2002
Operating revenues 947,397 4,617,236 4,836,862 4,548,952 554,641
Operating costs 92,568 18,145 54,317 - 3,609,010
Gross profit (loss) 854,829 4,599,091 4,782,545 4,548,952 (3,054,369 )
Operating expenses 8,739 49,431 49,663 15,832 23,848
Operating income (loss ) 846,090 4,549,660 4,732,882 4,533,120 ( 3078217)
Interest income 25,246 1,832 102,973 58,679 118
Interest expenses 27,920 27,152 19,858 24,485 13,352
Income (loss) before income tax 826,927 4,524,284 4,723,164 4,528,811 ( 3091,451)
Net income (loss) 865,746 4,656,349 4,836,437 4,529,029 ( 3,091,451)
Basic earnings (losses) per share 0.29 1.54 1.88 2.13 ( 1.46 )
Diluted earnings (losses) per share 0.29 154 1.73 1.94 ( 1.46 )

Note 1: E.SUN Financial Holding Company, Ltd. was established on January 28,2002.

Note 2: All financial data here are audited by CPA except those ended by Mar. 31, 2006 is only reviewed.

(=) CPAS' Auditing Opinion from 2002 to 2005

Chen Li Chi, CPA, and Chang Ryh Yan, CPA, of Deloitte & Touche had examined the Financial
Statement of E.SUN Financial Holding Company for the years of 2002, 2003, 2004, each ended
on December 31, and issued modified unqualified opinion reports; Chang Ryh Yan, CPA, and Way
Yung Do, CPA, of Deloitte & Touche had examined the Financial Statement of E.SUN Financial
Holding Company for the years of 2005, ended on December 31, and issued modified unqualified

opinion report.
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— » Financial analysis from 2002 and 2005

Financial data 2005,2004,2003 and 2002 (Note 2)
Year
ftem 2006.3.31 2005 2004 2003 2002
Ratio of debt to assets 22.02 11.34 4.70 21.62 6.27
Ratio of debt to net worth 28.24 12.80 4.94 27.58 6.69
Financial structure ( %) Double Leverage Ratio 97.20 102.06 102.42 104.07 106.63
According to Article 41 of Financial Holding X
o Eillaw, none none none none one
Solvency (%) Liquidity ratio 2,995.40 1,189.02 60.65 95.39 3.07
Operating ratio Total assets turnover (Times) 0.07 0.10 0.12 0.16 Note 3
Ratio of return on total assets (%) 6.11 9.97 12.34 1574, (1166)
Ratio of return on stockholders’ equity (%) 7.40 10.82 13.99 1851 ( 12.05)
Profitability ratio Profit margin ratio ( %) 87.55 100.85 99.99 99.56 Note 3
Basic earnings (losses) per share 0.29 154 1.88 2.13 ( 146)
Diluted earnings (losses) per share 0.29 154 1.73 1.94 ( 146)
Cash flow ratio (%) - 842.39 17362 5.34 332.24
Cash flows Cash flow adequacy ratio (%) 133.63 5353 40.37 60.53 51.13
m Cash re-investments ratio (% ) = 0.16 0.26 1.24 6.50
02}
% Leverage ratio Operating leverage ratio 108.38 101.17 101.95 100.15 Note 4
E Financial leverage ratio 103.49 100.60 100.42 100.54 Note 4
) !
> E.SUN Commercial Bank 10.00 10.00 1151 9.97 10.38
. § . E.SUN Bills Fi Corp.
% Subsidiaries Capital adequacy Ratio e \vnvance Sl 1o~/8 1ov8 15 1250 721
c E.SUN Securities Co., Ltd. 514.57 514.57 836.20 607.39 1,097.98
> calculated by regulation (%) ESUN Venture Capital Co, Ltd. 99.64 9964 99.69 99.87 99.94
[ E.SUN Insurance Brokers Co., Ltd. 92.26 92.26 86.44 76.01 Note 5
r;ﬁ ESUN Securities Investment Trust Co,, Ltd. 94.44 94.44 88.35 91.37 Note 5
8 E.SUN Commercial Bank 40,430,852 40,430,852 35,800,391 23,227,083 19,852,431
by Cuelies] et culs S E.SUN Bills Finance Corp. 5,474,696 5,474,696 5,320,988 5,390,995 5,865,861
= Laliecicants Ot SLORCIANeS ESUN Securities Co., Ltd. 2,381,921 2,381,921 2,376,116 2,270,249 2,722,718
§ (NTS$thousand ) E.SUN Venture Capital Co,, Ltd. 1,026,130 1,026,130 1,021,077 1,010,214 1,002,206
5] E.SUN Insurance Brokers Co., Ltd. 139,703 139,703 143,222 68,733 Note 5
E.SUN Securities Investment Trust Co., Ltd. 329,517 329,517 417,562 397,730 Note 5
Net Group qualified capital (NT$thousand ) 42,328,200 42,328,200 36,142,247 25,724,766 22,467,243
E.SUN Commercial Bank 32,344,744 32,344,744 24,875,991 18,645,523 15,303,786
E.SUN Bills Finance Corp. 2,775,775 2,775,775 2,766,558 2,893,566 2,722,207
Legal requirement of subsidiaries | ESUN Securities Co., Ltd. 694,337 694,337 426,743 560,654 371,958
) E.SUN Venture Capital Co., Ltd. 514,922 514,922 512,125 505,741 501,423
capital (NT$thousand)
E.SUN Insurance Brokers Co., Ltd. 75,714 75,714 82,841 45211 Note 5
E.SUN Securities Investment Trust Co., Ltd. 174,456 174,456 236,306 217,652 Note 5
Legal requirement of group capital (NT$thousand ) 81,257,323 81,257,323 73,291,556 50,565,729 20,787,503
Group Capital Adequacy Ratio (%) (note 6) 115,69 115.69 120.84 113.47 108.08
Disclosure of the sum up which loans, endorsements | The same individual Note 7 2,800,000 6,989,436 9,704,518 82,664,424
or other transactions of all subsidiaries with the same
individual, the same related party or enterprise
according to article 46 of Financial Holding Company |The same related enterprise e 7 AU geSteiss Aeehas] Sioaicl
Law (NT$thousand)

Note 1: E.SUN Financial Holding Company, Ltd. was established on January 28,2002.

Note 2: All financial data here are audited by CPA except those ended by Mar. 31, 2006 is only reviewed.

Note 3: No analysis for zero operating income this year.

Note 4: Due to that the losses of Operating Income or Operating Income is subtracted from Interest expenses, the Leverage ratio is not calculated.

Note 5: The company had not yet been the subsidiaries of E.SUN Financial Holding Company in that year.

Note 6: Group Capital Adequacy Ratio=Net Group qualified capital~Legal requirement of group capital.Capital adequacy ratio is one of the KPIs of E. SUN Bank.
Note 7: Disclosed every six months.

=~ Other important information regarding financial status, operational result and the condition or the
tendency of change on cash fiow :None.
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0 ~ Supervisors' Report

To the 2005 Annual Shareholders' Meeting
E.SUN Financial Holding Co., Ltd.

The board of directors have compiled and submitted the Company's 2005 business
report, statement of earnings appropriation and financial statements which are audited by
Deloitte & Touche.

We have completed our examinations and found them to meet the requirements of
applicable laws and regulations. This report is hereby prepared in accordance with Article
219 of the Company Law and submitted for your approval.

Supervisor .ul:«? e "'i"';?f

Supervisor Ffﬁﬂ San M
Supervisor H.-L\-—Cin_l.-h_- a,,,,ﬁ,_-

April 14, 2006
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INDEPENDENT AUDITORS' REPORT

The Board of Directors and Srockholders
E.Sun Fmancial Holdisg Co., Ltd,

We bave audited the accompanying halance sheets of E 5wum Financial Holding Co, L, & of
December 31, 2005 and 2004, and the mebated stabements of meome, changes in stockholders”
equity and cash flows for the vears then ended.  These Mnaseisl stasements nre the responsibilisy
of the Compary’s management. Our responsshilicy i 10 express an opinion oo these financial
statements based om our audits.  However, we did not andiz the financial statements as of and for
the years ended December 31, 2005 and 2004 of two equity-method investees, E.Sun Securities
Corp. and ESun Secoriiies [nvestmest Trost Corp,  The balances of the long-term eguity
mvestments In these investess were MTS3 535 550 thousand and 53,602 496 thousand as of
December 31, 2005 and 2004, which were 7.17% and 8.11%, respectively, of the Company’s todal
pssets  The Company's equities in be myestess” nel income were 087 (NTE39,274 thoasand)
and 1008 (NTS47,115 thousand) of 1he Company's income before income iox m 2005 and 2004,
respectively, W did fon sudit also the fimencinl sesements of the Los Angeles Branch for 2005
and 2004 and the Hosg Koag Branch for 2004 of E.Sun Commercial Bank, Lid. {*E.Sun Bank™},
the Company's subsidizry. The ioial assefs of these branches were |44% (NTSR093 K25
thowssand ) snd 4 99% (NTE21610,277 thousand) ol E.5un Basnks woiml assets as of December 31,
2005 and IO, respectively. The et Incomes of these hranches were 1.68% (NT564.677
thowsand} and 1.86% (NT$135,379 thousand) of E.Sun Bank's nel meams in 2005 and 2004,
respectively, The fimencinl stasements of the foregoing nvestess and branches were asdited hy
other aaditors whese reporis have been furnished 19w, and our opinion, insofar ns it reloies 1o the
amouris included for these mvestees and branches, 8 based soledy on the repoms of the other
anditars.

G00Z 19043 TVNNNY OH4 NNS™3

We contecsed owr sudits in accordamce with the Rules Goveming the Audit of Financial
Semements by Certified Public Accountans and auditing standards genemally sccepred im the
Repuhlbic of China.  Those rules and standards regiine that we plan snd perfonm the oudit to cbinin
reasomable assurance aboul whelber the fimancial statements are free of material misstatement.  An
andit includes examining, on a besl basis, evidence sapporing the armoums and disclosares in the
Fnancil stabements.  An aadin alse inclades assessing the accowmting principles used and
significamt estimases made by management, ns well as evalumting the overall financil ssement
presentation.  We believe that our audits and the reports of the other anditors provide s ressonable
bases for car apsnlen,

In our opinion, bised on our audits and the reports of the otber auditors, the financial statements
referred po @ the first pamgraph preseni famly, in all material respeets, the financial position of
E.5un Finencial Holding Co., Lid. as of December 31, 2005 and 2004 and the resulis of its
operathons and its cash flows for the years them ended. in conformity with the Guidelines
Governdng the Preparation of Financial Reports by Financial Holdmg Companies and sccounting
principhes penerally secepied in the Republic of China

Audic. Tax .. Consulting . Financial Advisory. m.?.;m-m

Wit RN RN RN .
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We hove also avdited the consolidated financial salements of E.Sun Financial Holding Co., Lid.
and nts subsidiaries a5 of December 31, 20035 and 2004 and have issued & modified unqualified
apinion thereon in our report dated Febreary & 2005

Mﬂjm

February 8, 2006

Notice to Readers

The accompanying financial siatements are Infended only fo present the fingncial position, results
of operations and carh flows in accordance with occowmting principles and praceices generally
aoceped dn the Republic of China and rot those of ary other furisdicrions.  The srandards,
procedires and praciices to oudil such financial statements are those gewerally socepred and
applied i the Republic of China,

Far tie converience of readers, e maditars ' report and the occompanying famrcial slafements
have been transiated inte English from the origingl Chinese version prepored and wed in the
Republic of Ching  If there is ony conflict berween the English version and the origingl Chinese
version or any difference in the laterpretation of the bvo versions, the Chinese-language minditors”
report and faanci slarements shall prevall,

36
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7\~ Financial Statements 2005

(—) BALANCE SHEETS

E. SUN FINANCIAL HOLDING CO., LTD.
DECEMBER 31,2005 AND 2004

In Thousands of New Taiwan Dollars, Except Par Value)

2005 2004
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 16) $ 4,003,158 8 $ 56,436 -
Receivables (Notes 2, 5 and 16) 647,499 1 967,648 2
Deferred income tax assets - current (Notes 2 and 13) = = 688 -
Prepaid expenses (Note 16) 959 - 3 _ -
Total current assets 4,651,616 9 1,024,775 2
LONG-TERM EQUITY INVESTMENTS (Notes 2 and 6)
Equity method 44,629,600 91 43,383,341 98
Cost method 40,000 40,000 -
Total long-term investments 44,669,600 91 43,423,341 98
PROPERTIES (Note 2)
Miscellaneous equipment 943 i -
Accumulated depreciation 52 .
Net properties 891 - - -
OTHER ASSETS
Deferred pension costs (Notes 2 and 10) 2,278 qAEE =
Deferred income tax assets - noncurrent (Notes 2 and 13) - 688 -
Refundable deposit (Notes 16 and 17) 1,433 - s _=
Total other assets diaig - 1729 -
TOTAL $ 49,325,818 100 $ 44,449,845 100
LIABILITILES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Current portion of long-term liahilities (Note 9) $ - - $ 838000 2
Payables (Notes 2, 7 and 16) 371,273 1 851,274 2
Advances - - 202 -
Deferred income tax liabilities - current (Notes 2 and 13) 19,940 - 5 T
Total current liabilities 391,213 1 1,689,566 4
CORPORATE BONDS PAYABLE (Notes 2 and 8) 5,000,000 10 9 g
LONG-TERM DEBTS, NET OF CURRENT PORTION
(NOteSG and 9) 200,000 - 400,000 1
4,337 - 1,041 =
AC%I;IQaIUIEbI?“tiP&ENSION COST (Notes 2 and 10) 5505550 11 =
STOCKHOLDERS' EQUITY
Capital stock - NT$10 par value, authorized 5,000,000 thousand shares, issued
3,027,000 thousand sharesin 2005 and 2,930,610 thousand sharesin 2004 30,270,000 61 29,306,096 66
Capital surplus
Paid-in capital in excess of par value 4,383,057 9 4,383,057 10
From treasury stock 3,224,587 7 3,224,587 7
Total capital surplus 7,607,644 16 7,607,644 17
Retained earnings
Legal reserve 936,547 2 452,903 1
Special reserve 103,008 - 53,767 -
Unappropriated earnings 4,891,495 10 5,041,836 11
Totd retained earnings 5,031,050 12 5,548,506 12
Unrealized loss on long-term equity investments (73877) - (89,856) -
Cumulative trandation adjustments (2,888) - (13152) _ -
Net loss not recognized as net pension cost (L.661) 1" 4 = _o
Total stockholders' equity 43,730,268 _89 42,350,238 95
TOTAL $ 49,325,818 100 $ 44,449,845 100

The accompanying notes are an integral part of the financial statements.
(With Deloitte & Touche audit report dated February 8, 2006)

—
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(=) STATEMENTS OF INCOME

E. SUN FINANCIAL HOLDING CO., LTD.
YEARS ENDED DECEMBER 31, 2005 AND 2004

In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2005 2004
OPERATING REVENUES (Note 2) ATt i AMOIL e
Income from long-term equity investments under the equity method (Note 6) $4,560,451 99 $4,806,239 99
Other operating revenue 56,785 1 30623 1
Total operating revenues 4,617,236 100 4,836,862 100
OPERATING COSTS
L oss from long-term eguity investments under the equity method
(Notes2 and 6) 18,145 - 54,317 1
GROSS PROFIT 4,599,091 100 4,782,545 99
OPERATING EXPENSES (Note 10,11 and 16) 49431 1 49,663 1
OPERATING INCOME 4,549,660 99 4,732,882 98
NONOPERATING INCOME AND GAINS
Interest income (Note 16) 1,832 - 102,973 2
Others = B 42 -
Total nonoperating income and gains 1,832 =- 103,015 2
NONOPERATING'EXPENSES AND LOSSES
Interest expense 27,152 1 19,858 -
Foreign exchange loss, net (Notes 2 and 16) 56 - 55686 1
Amortization of bond issuance expense (Note 2) - - 34622 1
L oss on short-term investments - 2,493 -
Others - - TANNES
Total nonoperating expenses and |0ss 27,208 _ 1 112,73310;12'
INCOME BEFORE INCOME TAX 4,524,284 98 4,723,164 98
INCOME TAX BENEFIT (Notes 2 and 13) 132,065 3 113273 2
NET INCOME $4,656,349 101 $4.,836,437 100
Before After Before After
Income Income | n_(l:_ome Income
EARNINGS PER SHARE (Note 15) Tax 1k x T2
Basic $ 149 $ 154 $ 184 $ 1.88
Diluted $ 149 _$ 154 $ 168 % 1.73

Pro formainformation under the assumption that the shares of E.SUN Financial Holding Co.,Ltd.
held by its subsidiaries were not treated as treasury stock:

NET INCOME

BASIC EARNINGS PER SHARE
DILUTED EARNINGS PER SHARE

The accompanying notes are an integral part of the financial statements.
(With Deloitte & Touche audit report dated February 8, 2006)

2004
$ 8060541

2004

Before After
Income Income
Tax Tax

$ 282 % 2.86

$ 261 $ 2.65
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(=) STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

E. SUN FINANCIAL HOLDING CO., LTD.
YEARS ENDED DECEMBER 31, 2005 AND 2004

(In Thousands of New Taiwan Dollars)

R e Unrealized Losson ~ Cumulative  Net LossNot
Capital Stock(Note12) Capital Surplus (Notes 2 and 12) Long-term Equity ~ Trandation Regsowged Treasury Stock Total
- - Uneppropriated Investments Adiustments ~ PensionCost  (Notes2and 14) ~ Stockholders'
U%Jgds) Amount E’jgg’éfc @{ZE‘E Frorréyckamry Total Legd Reserve  Specia Reserve Eamings Tota (Note2) (Note2) %‘%f Equity
BALANCE, JANUARY 1, 2004 $2,506,367 $25,063,669 $1,769,432 $ $1,769432 $ - $ - $4,529,029 $4,529,029 $(56,391) $2624 $ - $(4,503,276) $26,805,087
Appropriation of prior year's earnings
Legd reserve = = = - - 452,903 - (452,903) - - - - - -
Special reserve - - - - - - 53,767 (53,767) - - - - - -
| Dividend
-Cash 3 5 E 3 3 L - (2,818,678) (2,818,678) a . s - (2818,678)
- Stock 84,560 845,603 - - 3 - - (845603)  (845,603) - 3 - - 3
Remuneration to directors and supervisors - - - - - - - (38,170) (38,170) - - - - (38,170)
Bonus to employees - 8,773 thousand shares and
$26,781 thousand in cash 8,773 87,728 o 5 - - - (114,509)  (114,509) 4 5 o i (26,781)
Balance after appropriation 2,599,700 25,997,000 1,769,432 - 1,769,432 452,903 53,767 205,399 712,069 (56,391) 2,624 - (4,503,276) 23,921,458
Conversion of corporate bonds payable to capital stock 330,910 3,309,096 2,613,625 - 2,613,625 - - 5 ° - - - - 5,922,721
Treasury stock transaction recognized by subsidiaries - - - 3,015,943 3,015,943 - - - - - - - 4,005,259 7,021,202
Subsidiary’s transfer of sharesto employeesby a
subsidiary o = & 483 483 - = o = = = - 498,017 498,500
Cash dividends from the Company received by the
subsidiaries = ° - 208,161 208,161 - ° S ° ° - - - 208,161
Net incomein 2004 - - - - - - - 4,836,437 4,836,437 - - - - 4,836,437
Trandlation adjustments on long-term equity
investments - - - - - - - - - - (15,776) - - (15,776)
Unrealized loss on long-term equity investments = = - - - - = = = (33,465) = - = (33,465)
BALANCE, DECEMBER 31, 2004 2,930,610 29,306,096 4,383,057 3,224,587 7,607,644 452,903 53,767 5,041,836 5,548,506 (89,856) (13,152) - ° 42,359,238
Appropriation of prior year's earnings
Legal reserve = = ® = o 483,644 = (483,644) = - - - - -
Special resarve - - - - - - 49,241 (49,241) - 5 . s - 2
Dividend
-Cah - . g . - A - (3223,670) (3,223,670) ° : - - (3223670
- Stock 87,018 879,183 3 . . - - (879,183)  (879,183) 5 . o 5 5
Remuneration to directors and supervisors - - - - - - - (42,738) (42,738) - - - - (42,738)
Bonus to employees - 8,472 thousand shares and
$43,493 thousand in cash 8472 84,721 - . L o - (128214) (128214) g - 5 o (43,493)
Balance after appropriation 3,027,000 30,270,000 4,383,057 3,224,587 7,607,644 936,547 103,008 235,146 1,274,701 (89,856) (13,152) - - 39,049,337
Net incomein 2005 = = - - - - = 4,656,349 4,656,349 = - - © 4,656,349
Additional minimum pension libility in excess of the
sum of unrecognized prior service cost and
unrecognized transitional net obligation based on
actuarial calculations = o = 5 = - 2 © o ° 5 (1,661) ° (1,661)
Trandation adjustments on long-term equity
investments - ° o o © = = © E > 10,264 - 3 10,264
Reversal of unredlized loss on long-term equity
investments o o “ = = = o & i 15,979 = 2 = 15,979
BALANCE, DECEMBER 31, 2005 $3,027,000 $30,270,000 $4,383,057 $3,224,587  $7,607,644 $936,547  $103,008  $4,891,495 $5,931,050 $(73,877) $(2,888) $(1,661) $ - $43,730,268

The accompanying notes are an integral part of the financial statements.
(With Deloitte & Touche audit report dated February 8, 2006)
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(P) STATEMENTS OF CASH FLOWS

E. SUN FINANCIAL HOLDING CO., LTD.
YEARS ENDED DECEMBER 31, 2005 AND 2004

In Thousands of New Taiwan Dollars

CASH FLOWS FROM OPERATING ACTIVITIES

Net income
Equity in net income of equity-method investees
Cash dividend received form equity-method investees
Amortization of premium on bonds payable
Amortization of bond issuance expense
Depreciation expense
Deferred income tax
Others
Net changesin operating assets and liabilities:

Receivables

Prepaid expenses

Payables

Advances

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Decrease in short-term investments
Increase in long-term equity investments
Acquisition of properties
Increase in refundable deposit
Net cash used ininvesting activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in bonds payable
Redemption of bonds payable
Increase in long-term debts
Repayment of long-term debts
Payment of cash dividend
Payment of bonus to employees and remuneration to directors and supervisors
Net cash provided by (used in) financing activities

EFFECTS OF EXCHANGE RATE CHANGES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTARY DISCLOSURE OF CASH FLOW INFORMATION
Interest paid
Income tax paid

NONCASH INVESTING AND FINANCING ACTIVITIES
Proceeds from sales or exchange of parent's shares
Costs of treasury stock
Capital surplus from treasury stock
Conversion of corporate bonds payable to capital stock
Current portion of long-term liahilities

The accompanying notes are an integral part of the financial statements.
(With Delaitte & Touche audit report dated February 8, 2006)

—

2005 2004
$4,656,349 $4,836,437
(4,542,306) (4,751,922)

3,322,290 2,942,225
(24,516)

- 34,622

52 =

21,316 (1,376)
398 74
320,149 (820,987)
(956) ()]
(481,477) 718,635
(292 292
3,295,523 2,933,481
364,493

- (6,000,000)

(943) -
(1,433) -
(2,376) (5,635,507)
5,000,000 =
- (50,565)

590,000 350,000
(1,628,000) (291,000)
(3,223,670) (2,818,678)
(84,755) (64,951)
653,575 (2,875,194)
(59,729)

3,946,722 (5,636,949)
56,436 5,693,385
$4,003,158 $56,436
$22,155 $19,801
$17,036 $10,236
$ - $7,021,202
- 4,005,259

$ - $3,015,943
$ - $5,922,721
$ - $838,000
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T *NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2005 AND 2004

(In Thousands of New Taiwan Dollars, Unless Otherwise Stated)

1.ORGANIZATION AND OPERATIONS

E.Sun Financial Holding Company, Ltd. (the “Company” or
“ESFHC") was established by E.Sun Commercial Bank Ltd. (“E.Sun
Bank”), E.Sun Bills Finance Corp. (“E.Sun Bills”) and E.Sun
Securities Corp. (“E.Sun Securities”) through a share swap on
January 28, 2002 based on the Financial Holding Companies Law
and related regulations in the Republic of China (the “ROC”). The
ESFHC's shares have been listed on the Taiwan Stock Exchange
(TSE) since January 28, 2002. After the swap, E.Sun Bank, E.Sun
Bills and E.Sun Securities became 100% subsidiaries of the
Company.

E.Sun Securities Investment Trust Corp. (“ESSIT”) became a
100% subsidiary of the Company through a share swap on September
16, 2003.

The Company invests in and manages financial institutions.

As of December 31, 2005 and 2004, the Company had 60 and 66
employees, respectively. 35 and 56 employees also served in the
subsidiaries.
2.SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES Basis of Presentation

The accompanying financial statements had been prepared in
conformity with the Guidelines Governing the Preparation of
Financial Reports by Financial Holding Companies and accounting
principles generally accepted in ROC.

In preparing financial statements in conformity with these
guidelines and principles, the Company is required to make certain
estimates and assumptions that could affect the amounts of property
depreciation, impairment loss of assets, income tax and pension etc.
Actual results could differ from these estimates.

For the convenience of readers, the accompanying financial
statements have been translated into English from the original
Chinese version prepared and used in the ROC. If there is any
conflict between the English version and the original Chinese version
or any difference in the interpretation of the two versions, the
Chinese-language financial statements shall prevail.

The Company’s significant accounting policies are summarized
asfollows:

Current and Noncurrent Assets and Liabilities

Assets that are expected to be converted or consumed within one
year are classified as current. Obligations to be liquidated or settled
within one year are classified as current. All other assets and
liahilities are classified as noncurrent.

Long-term Investments

Under a directive of the Accounting Research and Development
Foundation of the ROC, afinancial holding company should treat the
investees' net worth as paid-in capital if the holding company is
incorporated or the affiliated company becomes the subsidiary of the
holding company through stock conversion. The stock issued by the
holding company is accounted for as capital stock, and the amount in

excess of the par value of the issued stock is accounted for as capital
surplus.

Investments in shares of stock of companies in which the
Company exercises significant influence on their operating and
financial policy decisions are accounted for by the equity method.
Under the equity method, the investments are carried at cost on the
acquisition date and subsequently adjusted for the Company’s
proportionate share in the net income or loss of the investees. The
proportionate share in the net income or loss is recognized as current
income or loss, and any cash dividends received are reflected as a
reduction of the carrying values of the investments. A capital
increase of investees that results in the increase in the Company’s
equity in the investees' net assets is credited to capital surplus, and
any decrease is charged to capital surplus to the extent of the
available balance, with the difference charged to unappropriated
earnings. The Company recognizes the investees' cumulative
translation adjustments and unrealized losses on long-term equity
investments proportionately. If the impairment in investment value is
permanent and the probability of a recovery in value is remote, on
investment loss is recognized.

Other long-term equity investments are accounted for by the cost
method and are stated at cost. Cash dividends received are recorded
as investment income. For the stocks with no quoted market price,
the carrying amount of the investment is reduced to reflect other than
temporary decline in the value of the investments, with the related
loss charged to current income.

For both equity-method and cost-method investments, stock
dividends received are recognized only as increases in the number of
shares held, and not as income.

The cost of long-term equity investments sold is determined by
the weighted-average method.

Properties

Properties are stated at cost less accumulated depreciation.
Depreciation is calculated by the straight-line method over five years.
If an asset reaches its residual value but is still in use, it is further
depreciated over its newly estimated service life.

On the balance sheet date, an impairment loss should be
recognized if the recoverable amount of a property is below its
carrying amount. If asset impairment loss is reversed, the increase in
the carrying amount resulting from the reversal is credited to current
income. However, loss reversal should not be more than the carrying
amount (net of depreciation) had the impairment not been recognized.

The cost and accumulated depreciation are removed from the
accounts when an item of property is disposed of or retired, and any
gainor lossis credited or charged to current income.

Amortization of Bond Issuance Expenses

The direct and necessary costs related to the issuing of Euro-
convertible bonds are recognized as other assets - other and amortized
by the straight-line method over the period from the issuance date to
the expiration date of the put option.

—
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Corporate Bonds Payable

The net carrying amount of the Euro-convertible bonds (the face
amount adjusted by unamortized premium and bond issuance
expenses) at the date of conversion is credited to the appropriate
capital accounts (capital stock equal to par value, with the balance
credited to capital surplus) upon bond conversion.

Pension Costs

The Company has two types of pension plans: Defined benefit
and defined contribution.

For the defined benefit plan, the Company recognizes pension
costs on the basis of actuarial calculations, and unrecognized net
transitional obligation is amortized over 28 years. For defined
contribution plan, the Company recognizes pension costs based on the
Company’s contributions to the employees’ individual pension
accounts during the employees’ service periods.

Treasury Stock

Under a directive issued by the Securities and Futures Bureau
(SFB), if a financial institution (“FI") repurchases its own capital
stock pursuant to the Securities and Exchange Law and becomes a
wholly owned subsidiary of a financial holding company (“FHC"),
resulting in the conversion of the FI's treasury stocks to the FHC's
stock, the FHC's shares held by the FI should be treated as treasury
stock. The FHC should also present the shares it issued in exchange
for FI's capital stock as treasury stock. If shares of the FIs under the
same FHC were held among each other before the share swap, these
shares will be stated as equity investments after the swap. However,
the FHC should state these shares as treasury stocks.

Foreign Currency Transactions

Foreign-currency transactions (except forward transactions) are
recorded in New Taiwan dollars at the rates of exchange in effect
when the transactions occur. Gains or loss resulting from the
application of prevailing exchange rates when foreign-currency assets
and liabilities are settled, are credited or charged to income in the
period of settlement. The year-end balances of foreign-currency
assets and liabilities are restated at the prevailing exchange rates, and
the resulting differences are recorded as credits or charges to income.

Recognition of Revenue
Revenue is recorded when a major part of the earnings process is
completed and revenue is realized.

Income Tax
Provision for income tax is based on inter-period tax allocation.

The tax effects of deductible temporary differences, unused tax
credits and operating loss carryforwards are recognized as deferred
income tax assets, and those of taxable temporary differences are
recognized as deferred tax liabilities. Valuation allowance is
provided for deferred tax assets that are not probable to be realized.
Deferred tax liabilities and assets are classified as current or
noncurrent on the basis of classification of the related asset or
liability for financial reporting. A deferred tax asset or liability that
cannot be related to an asset or liability for financial reporting, such
as the deferred tax assets related to net loss carryforwards, is
classified according to the expected reversal or realization date of
the temporary difference.

The Company and its subsidiaries elected to file a consolidated
tax return from 2003. The difference between consolidated income
tax payable and the sum of income tax payable of the entities
included in the consolidated tax return is considered as a tax
consolidation adjustment which is shown on the Company’s income
tax expense or benefit. Any distribution of cash payments and
receipts among the consolidated group members is recorded as
receivable or payable.

Adjustments to prior year’s tax liabilities are added to or
deducted from the current year’s tax expense.

Income taxes (10%) on undistributed earnings are recorded as
expense in the year when the stockholders resolve to retain the
earnings.

Derivatives

Forward exchange contracts entered into for nontrading
purposes are recorded in New Taiwan dollars as assets or liabilities,
using the spot rates on the starting dates of the contracts. The
premium or discount, computed using the foreign currency amount
of the contract multiplied by the difference between the contracted
forward rate and the spot rate on the contract starting dates, is also
recognized. These premiums or discounts are amortized over the
terms of the forward contracts, and the amortizations are recognized
in income.

3.ACCOUNTING CHANGE

The Company began applying ROC Statement of Financial
Accounting Standards No. 35, “Accounting for Asset Impairment,”
on January 1, 2005. This accounting change had no significant
effect on the financia statements

December 31
4.CASH AND CASH EQUIVALENTS 2005 2004
Demar_ld depos tls $ 202,403 $ 49,562
Checking deposits 10,755 6,874
Time deposits - interest rate at 1.42% $ 379,000 $ =
$ 4003158  $ 56,436

—
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December 31
5.RECEIVABLES 2005 2004
Other receivables - consolidated corporate tax (Note 16) $ 504,145  $ 825,340
Other receivables - tax refundable 141,140 141,146
Other 2214 1,162
$647499 3 967,648
6.LONG-TERM EQUITY INVESTMENTS
Long-term equity investments are summarized below: December 31
2005 2004
% of 9
Amount O Amount Owé]egfship
Equity method
E.Sun Bank $ 33,489,685 100.0 $ 32,644,613 100.0
E.Sun Bills 6,438,531 100.0 5971533 100.0
E.Sun Securities 3,206,033 100.0 3,185,334 100.0
E.Sun Venture Capital Co.,Ltd(ESVC) 1,026,131 100.0 1,021,077 100.0
ESSIT 329,517 100.0 417,562 100.0
E.Sun Insurance Broker Co.,Ltd.(ESIB) 139,703 100.0 143,222 100.0
Cost method 44,629,600 43,383,341
Taiwan Debt |nstruments Depository and Clearing
Co.,Ltd. 40,000 20 40,000 20
$ 44,669,600 $ 43423341

Under the revised ROC Statement of Financial Accounting
Standards No. 7, “Consolidated Financial Statements,” all
direct and indirect subsidiaries as well as other investees in
which the Company has controlling interests are included in the
2005 consolidated financial statements. In the 2004
consolidated financial statements, E.Sun Bank, E.Sun Bills,
E.Sun Securities and E.Sun Insurance Brokers had been
included, but not ESVC and ESIB. ESVC and ESIB were not
consolidated because neither their total assets nor total
operating revenues reached at least 10% or collectively reached
at least 30% of those of the Company.

The carrying value of the investments accounted for by the

7.PAYABLES

Tax

Other payables - consolidated corporate tax (Note 16)

Other

8.CORPORATE BONDS PAYABLE

equity method and the related income were based on audited
financial statements. As of December 31, 2004, E.Sun Bank’s
454,000 thousand shares were secured as collaterals for long-term
debts.

The net income from long-term equity investments under the
equity method for the years ended December 31, 2005 and 2004
were $4,542,306 thousand and $4,751,922 thousand, respectively.

On December 29, 2005, the board of directors resolved to
acquire 100,000 thousand shares of E.Sun Bank at NT$20.00 per
share, amounting to $2,000,000 thousand. The Financial
Supervisory Commission approved the application.

December 31
2005 2004
$ 239,669 $ 683,144
111,642 159,786
19,962 8,344
$ 371,273 $ 851,274

On June 27, 2003, the Company issued US$178,200 thousand zero coupon Euro convertible bonds with par value of US$1,000 dollarsin
Luxembourg. All the convertible bonds had been converted and redeemed as of December 31, 2004.

On December 15, 2005, the Company made a first issue of unsecured subordinated corporate bonds with aggregate face value of
$5,000,000 thousand and par value of $10,000 thousand. The bond will mature in seven years, and principal is repayable on maturity.
Interest is payable quarterly at the floating rate for the one-year time savings deposit of Chunghwa Post Co., Ltd. plus 0.4%.

—
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9.LONG-TERM DEBTS

Secured debts - interest rate at 1.6150%-1.7759%
Credit debts - interest rate at 2.088%

Less duein one year

December 31
2005 2004
$ E $ 1,238,000
200,000 -
200,000 1,238,000
- 838,000
$ 200,000 _$ 400000

The secured debts above had been repaid as of December 31, 2005. The Company provided securities for the long-term debts;

please refer to Note 6.

The Company obtained a $390,000 thousand loan from Shanghai Commercial Bank in June 2005, repayable from June 2005 to
July 2006. As of December 31, 2005, the Company had fully repaid this loan. The Company aso obtained a $200,000 thousand
|oan from First Bank in December 2005, repayable from December 2005 to December 2008. As of January 2006, the Company had

fully repaid this loan.

10.PENSION PLAN

The Company has pension plans for all regular employees.
Upon retirement, an employee will receive the Company’s
contributions calculated based on length of service and monthly
average basic pay for the six months before retirement. The
Company makes monthly contributions, equal to 5.54% of
salaries, to a pension fund. The fund is deposited in the Central
Trust of China in the name of the workers' fund administration
committee, which manages the fund.

The Labor Pension Act (the “Act”) took effect on July 1,
2005. A new defined contribution pension plan is stipulated by
this Act. Employees may choose the pension mechanism under
the Labor Standards Act or the mechanism under the Act. For
those employees who were subjected to the Labor Standards Act

Pension information for 2005 and 2004 is as follows:
a.Net pension cost

Service cost

Interest cost

Actual return on plan assets

Amortization

Net pension cost

b.Reconciliation of the plan funded status to balance sheet amounts

Benefit obligation:
Vested benefit obligation
Non-vested benefit obligation
Accumulated benefit obligation
Additional benefits based on future salaries
Projected benefit obligation

Fair value of plan assets

Funded status

Unrecognized transitional net obligation

before the enforcement of this Act, still work for the same
business entity after the enforcement of this Act, and choose to be
subject to the pension mechanism under this Act, their service
years before the enforcement of this Act will be retained. Under
the Act, the rate of an employer’s monthly contribution to the
Labor Pension Fund should be at least 6% of the employee’'s
monthly wages. For employees who chose to keep on using the
pension mechanism under the Labor Standards Act, the Company
still makes monthly contributions to the pension fund from July 1,
2005 at the same rate of 5.54% of salaries. In the second half of
2005, the Company recognized a pension cost of $290 thousand
based on the Act.

2005 2004
$ 379 $ 192
137
(5
164
$ 675 $ 192
December 31
2005 2004
$ - $ -
(4810) (1,203)
(4,812) (1,203)
(3,609) (1,324)
(8420) (25527)
475 163
(7,945) (2,364)
2,278 2,364
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Unamortized net pension gains or losse
Addition minimum pension

Accrued pension cost

Vested benefits

c.Actuaria assumptions
Discount rate
Rate of increase in compensation
Expected long-term rate of return on plan assets

d.Pension fund changes were as follows:
Balance, January 1
Contributions
Interest income

Balance, December 31

11.PERSONNEL AND DEPRECIATION EXPENSES

Personnel expenses
Salaries
Insurance
Pension
Other

Depreciation expenses

The personnel expenses were part of operating expenses.

12.STOCKHOLDERS' EQUITY
aCapita stock

In the 2004 stockholder’s meeting, the stockholders
resolved to transfer unappropriated earnings of $933,331
thousand as stock dividends of 93,333 thousand shares. These
appropriations were approved by the Financial Supervisory
Commission (FSC) and Ministry of Economic Affairs
(MOEA).

The Euro convertible bonds issued by the Company were
converted into 330,910 thousand shares in 2004.

In 2005, the stockholders resolved to use the unappropriated
earnings of $963,904 thousand as stock dividends of 96,390
thousand shares. This appropriation was approved by the FSC
and MOEA. As of December 31, 2005, the paid-in capital was
$30,270,000 thousand.

To dispose the Company’s shares held by E.Sun Bank, the
Company issued 6,800 thousand units of Global Depositary
Shares (GDS) (one unit represents 25 commons shares), which
equals to 170,000 thousand common shares, at US$14.5 per
shares, on the Luxembourg Stock Exchange on September 27,
2004.

The GDS holders are entitled to present their GDSs for
cancellation and receive the corresponding number of
underlying common shares, and the common shares can be
traded in domestic stock exchange market. As of December

December 31
2005 2004
5,270 -
(3,940 (1,041
$ (4,337) $ (1,041)
$ - $ -
2.5% 3.0%
2.5% 3.0%
2.5% 3.0%
2005 2004
$ 192 $ -
278 192
5 E,
$ 675 $ 192
2005 2004
$ 10,128 $ 31,665
744 415
965 192
397 261

52 -

31, 2005, the GDS holders had cancelled 6,133 thousand units
(equaled 153,326 thousand shares), the Company issued 66
thousand units (equaled 1,657 thousand shares) because of stock
dividend distribution, and the deposit agents reissued 1,711
thousand units (equaled 42,768 thousand shares). Therefore, the
outstanding GDSs were 2,444 thousand units, which equaled
61,099 thousand shares, or 2.02% of the Company’s total
outstanding common shares.

On November 10, 2005, the board of directors resolved to
enhance the Company’s financial structure by issuing Euro
convertible bonds or domestic convertible bonds. The bond
issuance date and other terms will be determined by the
Chairman, who will authorize personnel to frame related details.
b.Capital surplus

Under related regulations, capital surplus may only be used to
offset adeficit. However, capital surplus arising from issuance of
shares in excess of par value (issuance in excess of common stock
par value, capital surplus from issuance of common stock for
combination and treasury stock transactions) and donation may be
transferred to common stock on the basis of the percentage of
shares held by the stockholders. Any capital surplus transferred
to common stock should be within a certain percentage prescribed
by law.

Capital surplus from long-term equity method investments can
not be distributed for any purpose.

—
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Under the Financial Holding Company Law and related
directives issued by the SFB, the distribution of the ex-conversion
unappropriated earnings that are generated by financial
ingtitutions (the subsidiaries) and become part of capital surplus of
the financial holding company through stock conversion, is
exempted from the appropriation restriction of the Securities and
Exchange Law.

The subsidiaries’ unappropriated retained earnings before stock

conversion amounted to $2,919,727 thousand, which was already
stated as the Company’s capital surplus as of its establishment date.
In 2002, the stockholders resolved to increase the Company’s capital

by $1,800,000 thousand through the issuance of stock dividends

from capital surplus.

The capital surplus as of December 31, 2005 came from treasury
stock and the issuance of shares in excess of par value. Capital
surplus sources and uses were as follows:

Sources
From subsidiaries
Capital surplus (mainly paid-in capital in excess of par value) $ 413,733
Legal reserve 2,776,834
Special reserve 109,230
Unappropriated earnings 2,919,727
Proportionate share in the unrealized loss on long-term equity investments ( 23,399)
6,196,125
Total capital stock of subsidiariesin excess of the Company's issuance 600,000
Balance on January 28, 2002 6,796,125
From ESSIT which became a 100% subsidiary of the Company in 2003 through a share
swap
Legal reserve 4,350
Unappropriated earnings 7,861
6,808,336
Corporate bonds payable converted into capital stock
In 2003 9,005
In 2004 2,613,625
Treasury stock transaction recognized from subsidiaries 3,015,943
Transfer the shares to employees by subsidiary 483
Cash dividend from the Company received by subsidiaries _ 208,161
12,655,553
Uses
Remuneration to directors and supervisors and Bonus to employees of subsidiaries ( 156,458)
Issuance of the Company's stock dividends in 2002 ( 1,800,000)
Offset of deficit in 2003 ( 3,091,451)
$ 7,607,644

c.Appropriation of earnings and dividend policy

When the Company appropriates its earnings, legal
reserve should be appropriated from the annual net income
less any accumulated deficit. A specia reserve may then be
appropriated. Any remainder should be appropriated as
follows:

1)96% as dividends

2)1% as remuneration to directors and supervisors

3)3% as bonus to employees.

Under the Company’s Articles of Incorporation, the
stockholders may decide not to declare any dividends or
declare only a portion of distributable earnings as dividends.

Under the Company’s dividend policy, the issuance of
stock dividends takes precedence over the payment of cash
dividends to strengthen the Company’s financial structure.
This policy is also intended to improve the Company’s
capital adequacy ratio and keep it at a level higher than the
ratio set under relevant regulations. However, when
dividends are declared, cash dividends must be at least 10%
of total dividends declared, unless the resulting cash
dividend per share falls below NT$0.10 dollar.

Under the Company Law, legal reserve should be
appropriated until the reserve equals the Company’s paid-in

capital. This reserve may be used only to offset a deficit.
When the reserve exceeds 50% of the Company’s paid-in
capital, the amount over 50% of the Company’s paid-in capital
may be declared as stock dividends or bonus when the
Company has no earnings, and only an amount of over 25% of
the Company’s paid-in capital may be declared as stock
dividends when the Company has no deficit.

Under an SFB directive, a special reserve is appropriated
from the balance of the retained earnings at an amount that is
equal to the debit balance of accounts in the stockholders’
equity section (such as unrealized loss on long-term equity
investments and cumulative translation adjustments, except
treasury stocks). The balance of the special reserve is adjusted
to reflect any changes in the debit balance of the related
accounts on the balance sheet dates.

Appropriations of earnings should be resolved by the
stockholders in the following year and reflected in the
financial statements of the year.

On June 11, 2004, the stockholders of the Company
resolved the appropriation of earnings in 2003, which were
resolved by the Company’s board of directors on February 12,
2004, as follows:

—
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Legal reserve
Special reserve
Dividend - cash, NT$1 dollar per share
- stock, NT$0.3 dollar per share
Remuneration to directors and supervisors
Bonus to employees- cash
- stock

The dividend per share amount is calculated by 2,506,367
thousand shares issued by the Company and 312,311 thousand
shares which were converted from all outstanding Euro
convertible bonds as of December 31, 2003. The dividend per
share amount will change if the holder of the convertible bonds
does not convert the bonds into the Company’s shares or the
treasury stock for reissuance to employees was not transferred

Legal reserve
Special reserve
Dividend

Remuneration to directors and supervisors
Bonus to employees - cash
- stock

The basic earnings per share (after income tax) for 2004
would have been decreased from NT$1.88 to NT$1.83 if the
aforementioned remuneration to directors and supervisors and
bonus to employees had been recognized as expenses.

As of February 8, 2006, the date of the accompanying
auditors’ report, the board of directors had not resolved the
appropriations of the 2005 earnings.

Information on the appropriation of earnings or deficit
offsetting can be accessed through the Web site of the Taiwan
Stock Exchange (http://emops.tse.com.tw).

Under the integrated income tax system, certain stockholders
are allowed tax credits for the income tax paid by the Company.

Income tax expense - current before tax credits

Net change in deferred income tax
Organization costs

Adjustment of prior year’s tax

Tax effect on consolidated tax returns

Income tax benefit

- cash, NT$1.1 dollars per share
- stock, NT$0.3 dollar per share

$ 452,903
53,767
2,818,678
845,603
38,170
26,781
87,728

before ex-rights or ex-dividend date. The actua dividend per
share is NT$1.0856 dollars in cash and NT$0.3257 dollar in
stock.

On June 10, 2005, the stockholders of the Company resolved
the appropriation of earnings in 2004, which were resolved by the
Company’s board of directors on February 14, 2005, as follows:

$ 483,644
49,241
3,223,670
879,183
42,738
43,493
84,721

13.INCOME TAX

Under Article 49 of the Financial Holding Company Law, a
financia holding company (FHC) can elect to file consolidated
income tax returns for the regular corporate income tax as well as
the 10% income tax on undistributed earnings for FHC and its
domestic subsidiaries if the FHC held more than 90% of the
subsidiaries’ outstanding shares for the entire tax year. The
Company is qualified in the regulations.

The Company and its subsidiaries started to file consolidated
tax returns since 2003.

alncome tax information was as follows:

2005 2004
$ - $ 11,622
688 (1,376)
20 (11,011)
(132,773) (112,508)
$ (132,065) $ (113.273)
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b.A reconciliation of income tax expense - current before tax credits and income tax expense on income before income tax was shown

below:

Income tax expense on income before income tax at statutory
rate (25%)

Permanent differences

Temporary differences

Income tax expense - current before tax credits

c.Net deferred income tax assets(liabilities) were as follows:

Deferred income tax assets (liabilities) - current
Organization costs
Tax effect on consolidated tax returns
Deferred income tax assets - noncurrent
Organization costs

d.Imputed tax credit was summarized as follows:

Balance of stockholder’simputed tax credit

2005 2004
$ 1,131,061 $ 1,180,781
(1,130,373) (1,170,535)
(688) 1,376
$ $ 11,622
December 31
2005 2004
$ 688 $ 688
(20,628)
(19.940) 688
$ $ 688
2005 2004
$ 688,351 $ 373286

The Company’s actual creditable tax ratio was 21.59% for distributing 2004 earnings. The Company estimated the creditable tax ratio
for distributing 2005 earnings at 17.45%. The actual creditable tax ratio may differ from the estimated creditable tax ratio since such ratio

is computed on the date the dividend is actually paid or distributed.

e.The Company has no unappropriated earnings generated before January 1, 1998 as of December 31, 2005 and 2004.

f. The Company’s 2002 income tax returns had been examined by the tax authorities.

14 TREASURY STOCK

(Unit:Thousand Shares)

Sharesat Share Share
Beginniing Increase Decrease Sharesat
of the During the During the End of
Reason for Redemption Year Year Year the Year

2004
Reissuance to employees-held by E.Sun Bank 40,000 i 40,000 g
Treasury stock previoudly classified by E.Sun Bank
and E.Sun Securities as long-term investments o) b,248 = S0 T -

374,629 6,248 380,877 =

48
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Under the Financial Holding Company Law, when a financial
institution (a subsidiary) holds the shares of a financia holding
company (FHC) as aresult of a share swap, those shares should be
sold to the FHC or the subsidiary’s employees or exchanged for
other purposes - e.g., sold on the Taiwan Stock Exchange or over-
the-counter exchange - within three years from the swap date.
Otherwise, the shares will be regarded as the FHC's unissued
capital, and the FHC may change the amount of its registered
capital.

On August 26, 2004, E.Sun Bank reissued 40,000 thousand
shares of the Company to employees.

On December 1, 2003, the board of directors of E.Sun Bank
resolved to issue bonds for exchange with the underlying shares of
the Company within the limit of 150,000 thousand shares under
Article 31 of the Financia Holding Company Law. On January
23, 2004, E.Sun Bank issued three-year debenture exchangeable
bonds amounting to $2,696,100 thousand at 0% interest. On June
14, 2004, al the exchangeable bond holders had exchanged bonds
to the Company’s common stock.

On February 12, 2004, the board of directors of E.Sun Bank
resolved to authorize the chairman to dispose of the shares of the
Company with in the limit of 184,449 thousand shares as required
under the Financial Holding Company Law.

For E.Sun Bank’s purpose of disposing the Company’s shares

15.EARNINGS PER SHARE

amounting to 170,000 thousand shares, the Company issued 6,800
thousand units of Global Depositary Shares on September 27, 2004
(please refer to Note 12).

On June 23, 2004, the board of directors of E.Sun Securities
resolve to authorize the chairman to dispose the Company’s stock as
aresult of the share swap within the 8,850 thousand shares limit.

As of December 31, 2004, E.Sun Bank and E.Sun Securities have
disposed al of the treasury stock.

Under the Securities and Exchange Law, the Company is not
allowed to buy more than 10% of its issued and outstanding capital
stock. In addition, the Company may not spend more than the sum
of retained earnings and all realized capital surplus. Further, the
Company can not pledge or hypothecate any treasury stock and
exercise stockholders’ rights before reissuance of the stocks.

Except for the shares which had been bought by subsidiaries
before the Company’s establishment, the subsidiaries can only
exercise the earnings distribution, and surplus capitalization rights.

Under SFB regulations, to maintain the stability of the
Company'’s financial structure and protect stockholders, the
Company appropriated a special reserve from retained earnings at an
amount equal to the carrying value of the treasury stock held by
subsidiaries in excess of the market value at balance sheet date. The
special reserve may be reversed if the market value recovers.

The numerators and denominators used in computing earnings per share (EPS) are summarized as follows:

Amounts Earnings Per
(Numerator) Shares Share(Dollar)
Before After (Denomnator Before After
Income Tax Income Tax IN Thousands) Income Tax Income Tax
2005
Basic anddiluted EPS $ 4,524,284 $ 4,656,349 3,027,000 $ 1.49 $ 1.54
2004
Basic EPS $ 4,723,164 $ 4,836,437 2,571,609 $ 1