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BERIRERA (70)

BERERRIA (1)

BARBERER (%)

2005

Total Assets 305,656

Deposits from Customers 228,011

Loans, Discounts & Bills Purchased -- Net 212,214

Shareholders' Equity 21,765

Pretax Income (Loss) 1,501

Net Income (Loss) 1,407

Earnings (Losses) Per Share 0.8

Stock or Cash Dividends Declared Per Share 0.6221

Stock Dividends Declared Per Share 0.6273

Capital Adequacy Ratio (%) 10.32

2004

258,289

198,768

171,911

19,850

3,431

3,017

2.08

10.66

2003

225,047

167,522

161,057

15,768

3,714

3,401

2.39

B : FEWBERT
In Millions of NT$ Except Per Share Amounts

2002

201,576

159,141

136,602

12,127

(5,567)

(4,463)

(3.11)

0.20

2001

195,026

149,205

141,651

17,024

477

469

0.32

Chairman's Messcge%% &%‘ z 3
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Chairman Mr. Douglas Tong Hsu

Reflecting on 2005, momentum of global recovery slowed down
under the influence of strong demand for international raw
materials and energy, continuous high oil prices due to political
conflicts in the oil countries and terrorist activities, gradual increase
of interest rates in the States to prevent inflation, as well as other
uncertain disasters such as the threat of bird flu. According to
Clobal Insight Inc., economic growth for 2005 was registered at

3.5%.

Domestically thanks to lower unemployment, steady increase of
local consumption, and higher internal investment scale due to
imports of civil airplanes and high-speed railway cars, local
economic performance improved in the first half of 2005. With
not so good result in exports Taiwan only achieved an overall
economic growth of 2.73% lower than that of the U. S. and other
neighboring Asian Countries. During the second half year, with
rebound in the manufacturing industry, substantial improvement in
export growth, and the Government[s] promoting public works,
growth for the fourth quarter jumped to 6.4%, adding up to a total
annual growth of 4.09% for 2005.

Looking into 2006, Global Insight Inc. forecasts global growth will
maintain at 3.5%. With gradual world economic growth, while
Taiwan[s] external trade is expected to keep its steady upward
momentum, internally lower unemployment should be able to
enhance consumption. As a whole, Directorate General of
Budget, Accounting & Statistics, Executive Yuan predicts the
nation[s]2006 economic growth to be 4.25%, slightly higher than
the 4.09% of 2005. However, volatile international oil prices,
uncertain trade and economic relations between both sides of the
Taiwan Straits, as well as the credit card and cash card disputes that
began to take effect since end of last year would make inevitable
impact on local economy. Hopefully the Government will continue
to promote various economic construction projects, implement
financial and tax reforms so as to create a steady operating

environment to favor investments and prosper domestic economy.
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To cope with recent years[[Tintense competitions and drastic
changes in the industry, Far Eastern International Bank (FEIB) has
developed an innovative operating model that includes six business
units. The restructuring has been successful. In order to extend its
good performance, the Bank continues to proceed with
reorganization and process reform. With professional division of
various core business units, FEIB not only enhances its flexibility
and adaptability to changes, but also highly improve operating
efficiency. On the other hand, as a result of the Government[s]
financial reform, all banks have been actively dealing with their
bad debts to improve non-performing loan (NPL) ratio. Aimed to
keep elevating asset quality, FEIB managed to substantially drop its
NPL ratio to under 2% after carefully controlling loan quality,
writing off bad debts and handling bad assets during the past year.

In the coming year, FEIB is determined to accomplish balanced
developments of its six core business units, increase profit earnings,
maintain good asset quality, and seek for strategic alliance or
merger opportunity to achieve outward growth. Facing with future
challenges, all colleagues of FEIB through innovative strategies on
its organization, product, process and services, are confident to
offer clients with most professional, top-quality financial services
and create highest value and satisfaction to our shareholders.

R AR FLE F5 8t Future Operating Goals > > 222>
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Looking into the future. FEIB will continue to elevate profitability of
its each business unit, maintain good asset quality and focus on the
following operating goals for 2006:

(1) Wealth Management: Establish a customer-oriented operating
strategy, strengthen and integrate marketing efficiency, actively
develop various kinds of trusts and portfolio financial products,
provide quality wealth management services; and enhance
insurance cross sales and professional consulting marketing to
offer clients professional insurance services.

(2) Consumer Banking Business: Strengthen consumer banking risk
management, improve loan asset quality, expand interactive
marketing among existing clients to offer more professional,
exquisite loan services to elevate customer loyalty and increase
profit gain.

(3) Credit Card Business: Enlarge card volume through the launch
of Happy Go Bonus Croup Cards across different industries
plus existing co-brand and identity cards, also to focus on the
cards' usage to increase spending volume, cultivate revolving
balance, and create new profit opportunities via database
marketing with efficient risk management and control. In
addition, to cope with credit and cash cards crisis, the Bank has
implemented stricter auditing policy and set up midway credit
department to monitor card usage and payment, strengthen
client review mechanism. Apart from initiating debt
negotiations in compliance with the supervising authorities, the
Bank also offers cardholders preferential payment programs.
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Chairman Douglas Tong Hsu
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(4) Corporate Banking Business: Enhance research, development

and promotion of capital market and structured products to
satisfy large corporate clients[[Tlarget market needs, enlarge
client base, seek to serve as syndicate loan lead bank, elevate
client usage to achieve steady growth of lending scale, promote
niche products, cultivate fund management service to enlarge
deposit balance, focus on high interest rate spread products,
increase interest rate spread for deposit and lending to gain
reasonable profit, fortify control of lending quality, implement
lending pre-warning system, review on drawdown request and
centralized management of group lending, and initiate
operation of Hong Kong branch to expand greater China

financial services.

(5) Transactional Banking Business: Speed up economy of scale of

transactional banking business, increase commission income
ratio, strengthen credit insurance mechanism, enlarge client
base, lower business risk, promote supply chain leverage
management, and provide omnidirectional e-commerce

financial products plus convenient web on-line transactions.

(6) Treasury Banking Business: Provide quality and diversified

treasury banking services via newly reestablished operating
system, cultivate client base, develop treasury products,
increase added value, cooperate with world renowned financial
institutions, implement strict risk management and create good

profit with global vision.

(7) Supporting/Administration Group: Exert to achieve resources

integration, continue to improve operation process for higher
efficiency, enhance internal auditing complying with laws and
regulations, introduce 1SO27001 data safety operating system,
and gradually establish an overall risk management mechanism

to comply with BASEL II.

Though facing with challenges from financial integration and
internationalization, FEIB committed to its operating motto of
sincerity, diligence, thrift and prudence, has been confident to
grasp market trend and niche, further expand operation scope,
continue to improve operating efficiency and create value for
its clients. We look forward to the continued support from our

shareholders to achieve better future and sustainable growth.
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Strictly abiding by principles for corporate governance, FEIB is

dedicated to achieving its operating goals through sound

management system and effective auditing mechanism so as to

improve competitive advantage in the market and ensure

shareholders, employees and other relative benefits. The ultimate

aim is to create maximum value and good corporate citizenship.

The Bank[s] corporate governance principles are summarized as

follows:

1. Comply with relevant laws and regulations and enhance internal
management

2. Protect shareholders[Iflights and interests

3. Strengthen the powers of the Board of Directors

4. Fulfill the functions of Supervisors

5. Respect the stakeholders[[ights and interests

6. Enhance information transparency

Under the principles of corporate governance, first of all FEIB
strictly abided by supervising laws, has established and effectively
implemented a thorough internal control system, set up Auditing
Department under Board of Directors to execute independently
internal auditing mission and report regularly to the Bank's Board
Members and Supervisors. Furthermore, FEIB holds shareholders'
meeting, openly posts important messages on public information
watch station, handle businesses among interested parties and
group affiliated companies totally conforming to regulations to
ensure shareholders' equity. Also, fully capable and competent
board members convoke regular board meetings to decide upon
important strategies and policies, supervise the management and
protect shareholders' interest. Various functional committees are
set up to assist the promotion of each important policy. The Bank
selects Deloitt & Touche to conduct independent audits, check on
its financial situation and internal control. Supervisors are also
appointed in accordance with rules and regulations to effectively
supervise on the execution of operation and lower risk. With
optimal handling mechanism and communication channel, FEIB
highly respects and safeguards legal rights of employees, consumers
and other interested parties. Last but not least, the Bank has set up
spokesperson and acting spokesperson, exclusive website, and
investors' forum to disclose information relevant to corporate
governance and enhance transparency of data information.

EEE S 8§ Board of Directors and Supervisors
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Major Educational (Professional ) Background

BER RIBER XERHGASRT

ERHBRNHBRATESR
DIXBRNERATESR
ERBERNHERATESR
BEMERNERATESR
REHLBRNBRATEER
EEEERNHERATESR

Chairman Mr. Douglas Tong Hsu

Chairman, Asia Cement Corp.

955044308 (April 30, 2006)
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Other Current Positions

ERMHROHERATESBR
DNKBRODEBRAIESR
BERBERNERATESR
BENERNBRATESR
REBRNHBRATESR
RREERNERATES

EEBERNERATESR

Master, University of Notre Dame, U.S.A. Chairman, Far Eastern Textile Ltd.
Chairman, Far Eastern Textile Ltd.

Chairman, Asia Cement Corp.
Chairman, Far Eastern Department Stores Ltd.

Chairman, Far Eastern Department Stores Ltd. Chairman, U-Ming Marine Transport Corp.
Chairman, U-Ming Marine Transport Corp. Chairman, Orient Union Chemical Corp.

Chairman, Orient Union Chemical Corp.
Chairman, Far EasTone Telecommunications Ltd. | Chairman, Far EasTone Telecommunications Ltd.

Director, Everest Textile Ltd.

BHES

Managing
Director

FHES

Managing
Director

EES

Director

EE3

Director

EES

Director
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Mr. Shaw Y. Wang

Zfpz

Mr. Chung-Ying Lee

BRE

Mr. Johnny Shih

—
HEE

Mr. Eli Hong

Mr. Thomas Chou
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Major Educational (Professional ) Background

PEABTHEEREE
ERHBRNHBRATES - BREFSRICIE

Dept. of Business Administration, National
Chunghsing University

Director & First Senior Excutive

Vice President, Far Eastern Textile Ltd.

BEABIBRERE

BERE

BRAEER

BIRATHRATIE

BIRITIRICE

Dept. of Economics, National Taiwan University
Former Vice Minister, Ministry of Finance, R.O.C.
Former Chairman, TSEC

Former President, Chao Tung Bank

Former President, Taipei Bank

SEEHAtE A B ERIAT
ERHHRNHERATIESBR RIS

Master, Columbia University, U.S.A.
Vice Chairman & President, Far Eastern Textile
Ltd.

PEIA BT RERE
EBEERTRIRE
BIEBPNERFIBIEIE

Dept. of Economics, National Chunghsing
University

Former Vice President, Citibank N.A. Taipei
Branch

Former Executive Vice President, International
Bank of Taipei

PUBRBIRITREE
FRRITEEERARSEDTIEE

Dept. of Banking, National Chengchi University
Former Vice President, ABN AMRO Bank, Taiwan
Branch
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Other Current Positions

RBMERNHERLTEFERERITIE
REMEBROHERATES
TMABRNDBERATERZA

First Senior Executive Vice President, Far Eastern
Textile Ltd.

Director, Far Eastern Textile Ltd.

Supervisor, Asia Cement Corp.
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None
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RBMERHERLIBESE  BITE
KBCERINDBRATREER
TMKERNERATES

Chairman, Everest Textile Co., Ltd.

Vice Chairman & President, Far Eastern Textile Ltd.
Vice Chairman, Orient Union Chemical Corp.
Director, Asia Cement Corp.
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RIFEESEBRHBRATESRE
RBEAMBHRESTRNDEBRATES
RESERHERATEZA

President, Far Eastern International Bank
Chairman, Far Eastern Asset Management Corp.
Director, Far Eastern Alliance Asset Management
Corp.

Supervisor, Far EasTone Telecommunications
Ltd.

RREERBHERTITERITE
RIRMERASRBRIZARNERATES
REAMBHRESTRNBRATHE
RPEHETRRNDBRATES
RREEEREBRHBRATES
RIREESERNBRATES

Senior Executive Vice President, Far Eastern
International Bank

Director, Far Eastern Life Insurance Agency Co.
Supervisar, Far Eastern Alliance Asset
Management Corp.

Director, Dah Chung Bills Finance Carp.
Director, Far Eastern Real Estate Co.

Director, Far Eastern Asset Management Corp.
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Director
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Director

Resident
Supervisor

HEA

Supervisor

Supervisor

Mr. K. H. Wu

fdih

Mr. Tsung-Ming Chung

FLE

Dr. Shi-Chun Hsu

AIEE

Dr. Min-Teh Yu
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Major Educational (Professional ) Background

ZEDREABIOER L

BUBRBRITERHER

Master, Vanderbilt University, U.S.A.

Professor, Dept. of Money and Banking, National
Chengchi University

EilbatriEa

BUSABIREREZE

IEHERIESRE

National Defense Institute

Dept. of Economics, National Chengchi
University

Deputy Chairman, Chief External Trade
Development Council

ERBEERLT
HE GBS HPTEETED

MBA, National Chengchi University
CPA, T. N. Soong & Co

ZETARABLERT
BERBEAEESRRR
BHERITESR

Ph.D., University of Michigan

Founding Dean, College of Management,
National Taiwan University

Former Chairman, Bank of Kaohsiung

EEHEZBNABIEER T
TRABUBEBRRRTAEMER
DNFEIRITRER

Ph.D., Ohio State University

Former Dept. Chairman, Financial Management
Dept., National Central University

Advisor, Asian Development Bank
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Other Current Positions
EETRMIIRESR

Chairman, Taiwan Academy of Banking and
Finance

BIMTERBRIDERATESR
PERBEFOESERSERER

Chairman, Overseas Investment Development Co.
Senior Advisor, Chinese International Economic
Cooperation Association

IBENRROBRATEER

R ERNERATFESR
RENERERNERATES
BREERDEBRATESE
ERBNRNDBRATES
BERFARNDERATERA
HRETRNBRATEES

Chairman, Dynapack Corp.

Vice Chairman, Arima Optoelectronics Corp.
Director, Unity Opto Technology Co., Ltd.
Director, KYE Systems Corp.

Director, Arima Communication Corp.
Supervisor, Taiwan Mobile Co., Ltd.
Supervisor, Chroma Ate Inc.

MESSTRHBRATES
BRAKRKRNERATES
TEARBRREIRAEAE

Director, United Microelectronics Corp.
Director, Faraday Technology Corp.
Far Eastern Group Chair Professor of
Management, Yuan Ze University

BEABRE

President, Providence University

BEEEME

EHEE Zhx
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President

MTRRICIERADER
RER

Senior Executive Vice
President, Head of
Human Resources
Dept.
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Managing Director Mr. Chung-Ying Lee B Shat)

Director Ms. Ching-Ing Hou
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Chairman Mr. Douglas Tong Hsu e L8
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Mr. Eli Hong
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Major Educational (Professional ) Background

PEABLEREE

EBTCIERTRIRE

BB EREIRITE

Dept. of Economics, National Chunghsing
University

Former VP, Citibank N.A. Taipei Branch
Former EVP, International Bank of Taipei

BUERBRITREE
ARRTEEREEIRARSEIITEIE

Dept. of Banking, National Chengchi University
Former VP, ABN AMRO Bank, Taiwan Branch

%R 24 (Standing Form Left to Right)

Director Mr. Thomas Chou

Director Mr. Eli Hong

Supervisor Dr. Shi-Chun Hsu

Managing Director Mr. Shaw Y. Wang
Resident Supervisor Mr. Tsung-Ming Chung
Supervisor Dr. Min-Teh Yu
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Other Current Positions

RIFEEBRERNBRATESR
RREAMBFRECTRNBERATES
REBERNHERATHEZA

Chairman, Far Eastern Asset Management Corp.
Director, Far Eastern Alliance Asset Management
Corp.

Supervisar, Far EasTone Telecommunications Ltd.

RIEMERABRBRIEARNERATES
BRAMBFREEIRINERATES
RPEHTARNDERATES
RREFELBRHERATES
RIFEESERNBRATES

Director, Far Eastern Life Insurance Agency Co.
Supervisar, Far Eastern Alliance Management Co.,
Ltd.

Director, Dah Chung Bills Finance Corp.
Director, Far Eastern Real Estate Co., Ltd.
Director, Far Easter Asset Management Corp.
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Executive Vice
President, President of
Far Eastern Asset
Management Corp.

BiRiIEREESRMEE
RERREBZTREXR
B

Executive Vice President,
Head of the Corporate
Banking Marketing
Department and
Transactional Banking
Marketing Dept.

BIRICIE R BRI
ERREIEE

Executive Vice
President, Head of the
Treasury Banking SBU

BREIEEEREER
e S

Executive Vice
President, Head of the
Consumer Banking SBU

Fia2

Mr. John H. Wang

MR

Mr. Jiann-Jong Lin

B8R

Mr. Ben Liao-Ru

EE5

Mr. Spring Lieu

IB8 (IE) B

Major Educational (Professional ) Background

BUB RS TEZIRET

ERTCIERITRIE

ERAKERTEIRR

TEIBRRITRER

BIIRITHIE

RLIRITRIRIEIR

PERERITEIEITE

MBA, National Chengchi University
Former Assistant Manager, Citibank N.A.,
Taipei Branch

Former VP, Seafirst Bank, H. O.

Former Consultant, The Farmers Bank of China
Former SVP, Taishin International Bank
Former EVP, Ta-An Commercial Bank
Former EVP, The Chinese Bank

ZEIBZI LN ARBHHFEIREL
EBIERTEIE
EEHF—HERITEIERIEE
BIBPNEERITIE

M. S., Louisiana State University U.S.A.
Former Assistant Manager of Citibank, N.A.,
Taipei Branch

Former AVP of First Interstate Bank of
California, Taipei Branch

Former Senior VP, International Bank of Taipei

ZEEREREREFEEEE T
PEIEEARITEIRER
BHRITEIDITRIRITIE

RIS S IRITE It DITRIRIGIE

MIM, Thunderbird, American Graduate School
of International Management, U.S.A.

Former Assistant Division Chief, Export-Import
Bank of the Republic of China

Former VP, Toronto Dominion Bank, Taipei Branch
Former Head of Treasury Department,
Kredietbank N.V., Taipei Branch

ZERRBREMNINASEREXSREL
EBCIERT B DTINIEEIRE
BIBP/NEERITEINDEIE

Master of International Business, University of
South Carolina, U.S.A.

Former AVP, Citibank N.A., Taipei Branch
Former VP of International Banking Department,
International Bank of Taipei

BRIREFTREMATZBHE

Other Current Positions

RIREEEERNBRATES
REAFERNBERLAIESBR

Director, Far Eastern Asset Management Corp.
Chairman, Yuan Lung Stainless Steel Co., Ltd.

BEEBXRNBRATES

Director, Hsu Wei Industry Co., Ltd.

None

ERVERBAEARNMERATES
BRRASREBREARGERATES

Director, Far Eastern Property Insurance
Agency Co.
Director, Far Eastern Life Insurance Agency Co.
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FRICETENSEES | WIR

ESi

Executive Vice
President, Head of the
Wealth Management
SBU

FSRIBnE

Special Assistant

FRIBNIE

Special Assistant

Ms. Lan Yuh

Mr. Lonnie Liu

BER

Mr. James Liao

ER2 (8) B

Major Educational (Professional ) Background

EEROMAASEESIREL
EREIERITEIERIRE

RBEEEIRIE

MBA, Pace University of New York, U.S.A.
Former AVP, Citibank N.A., Taipei Branch
Former Executive Vice President, Far EasTone
Telecommunications Ltd.

EENASENEREL

B RITERITIE

EEFVIRITICE

KPMGERE AR BIIE
N A RS

Master of Information Systems, New York
University, U.S.A.

Former Project Manager, Bankers Trust
Former Manager, New York Bank

Former Manager, KMPG Consulting, Asia Pacific
Former EVP, Nan Shan Life Insurance Company
Ltd.

BEABBHBREX

ERRITHES
BEE—EEREATITEIRITIE
REREATRICE

Department of Commerce, National Taiwan
University

Clerk, Hua Nan Bank

EVP, Taiwan First Investment & Trust Co.
General Manager, Hongpai Investment Co.

BRIFEMTREUAT IS

Other Current Positions

BRAMBHRNEETRNBRATES
RIFMERBREBARNDBRATEER
ERASRBAEBARNDERATESER
Director, Far Eastern Alliance Asset
Management Corp.

Director, Far Eastern Property Insurance Agency
Co.

Chairman, Far Eastern Life Insurance Agency Co.

ERVERBAEARNBRATES
RIEASREBREARNDERATIES

Director, Far Eastern Property Insurance Agency Co.
Director, Far Eastern Life Insurance Agency Co.

None
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BUEFERZE 4 (Seated From Left to Right)

BRI FIBZ Executive Vice President Mr. John H. Wang
HITEIRII2 A8 Senior Executive Vice President Mr. Thomas Chou
g SIS President Mr. Eli Hong

ElkiEES 828 Executive Vice President Ms. Lan Yuh

| HEAEEMERS

ATt EEAREM  EEEEAESE  FRE
HEAREHZAY  ARFRAMTEEAMES RE
BHERGR - AERFFIRICHIR ~ MESR e Bl B 25 It sh -
DAIBEARITIERR ~ TG ~ S B 35 B SE 75 12 S8 TR -

Bi-Cultural Management Team

%A 2 A (Standing From Left to Right)

BIIRIEIE  M3BR  Executive Vice President Mr. Jiann-Jong Lin
BliRI%I®  BEJH  Executive Vice President Mr. Ben Liao-Ru
BliRIKIE  2I58F  Executive Vice President Mr. Spring Lieu

L& BEIR Special Assistant Mr. James Liao
L&) 2IgeY%  Special Assistant Mr. Lonnie Liu

. Assets and Liabilities Management Committee

To strengthen its assets and liabilities management and structure,
FEIB established the Assets and Liabilities Management
Committee to handle and review the Bank's assets and liabilities
portfolio and management policy, study future interest rate,
exchange rate and financial situation to decide on the operating
strategies of our deposits, loans, foreign exchanges and

investments businesses.

LREFRHETAY

AIT R R RS - 123 5215 G E SO E TARRRE - e
AREHRAZRS  ARFRSTHERERIEER
B RZEHEMN - A GRBEE I g B 2 5 2
FEF AR MR o (ERGEY]Z A - DU R A
HERCH ~ MUCH R E B E R E PR R ERK -

AFEERY

AT R REOTHG BE B L THE AR - REF AL
WHETARRCE - Rk B AR RS - ATFERET
ATTEVEAE ~ AERE - T8 - SRS H - (ERRS
RHEFERERNE -

4 REFRTAY

AITRETERERR > EEREW L - FERE R
ZRY > AHFEEIEEESR CREIR - HFHES
IHE I EEHE > (FS e R O R -

SEEMENERZRS

AT RIRREFES  FRERFTMETFZAEY - U
AP EEMER B FERECREN TSR E
BREMEZR S HRE - TRt AGHESMERERLS
ZIFEE ~ HAlR S B B R E HE AT R < O -

HNEBIEEREY
A

AT R TR B RARE 7 oK Rrix BN R B R
ZEY - ARUAIEGERRBERES - FRETHNR

MZRRE R E - WHC A AT R - 2 - BB G

BRAWBHEE - (R 2IE S a A E R -

2. Credit Committee

To expand business, improve credit quality and working
efficiency, FEIB has set up the Credit Committee to handle and
review credit cases with amounts exceeding President's
authorization. This Committee serves to evaluate and discuss in
details about risk and gain of such loan cases and then make
optimal conclusions to present to the Executive Vice Presidents,

President or Board of Managing Directors for final approval.

. Personnel Committee

To set up a proper system of reward and reprimanding, select
and promote outstanding talents, and enhance working
efficiency, FEIB establishes the Personnel Committee to review
the whole Bank's human resource planning, personnel
regulations, promotions, rewarding and reprimanding, making
conclusions to present to the Board of Directors for approval

and handling.

. Investment Committee

In order to formulate investment policy and guarantee
investment profit, FEIB has formed the Investment Committee to
draw on the investment policy of short-term bills as well as
review all project investment cases and then make conclusion to

present to the Board of Directors for approval and execution.

. Trust Assets Committee

To expand its trust assets business, FEIB established the Trust
Assets Committee to mainly review trust assets. The scope of
review includes transactions of trust assets, consignor's trust
assets and their respective purchased assets, as well as other
regulations concerned or items that are deemed necessary to be

reviewed by the supervisory organization.

. IT Steering Committee

To meet the Bank's diversified and omnidirectional financial
service needs, FEIB has formed the IT Steering Committee to
study IT system development trend, and review the whole
Bank's IT operating system setup. In accordance with our
business developments, this Committee will make proposition,
supervise IT system development, and then present conclusions

for the Board of Directors' approval and handling.
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BT M AE Operating Efficiency

RS E KR KR & E A B HNEEEET » A17
PR A S (DUTE) 305,656fEE T » B
E#18.34% - BENTWFIE » RITEXBRHE(ERET
) Fe233,468(HETT - E17.25% -

BESTIUEE » AATRERERE (&1EHRCERE
FHEREE R B EE L) 1236,319{EE T » B+ =4E KA
B iR 18.66% BB EEHGK ~ R - KRG
Rk G T R254, 752158 7C » T =4F IR 18.57% -

Under the operating philosophy of maintaining steady growth and
sound assets and liabilities management, FEIB registered in 2005
total assets of NT$305,656 million, 18.34% up from 2004. Total
amount for deposits (including due to banks) increased 17.25% to

NT$233,468 million.

As of the end of 2005, FEIB[s]outstanding loan (including credit
card revolving balance and loan products) was NT$236,319
million, up 18.66% as compared to that of 2004. Lending business
including loan, guarantee, acceptance and L/C grew 18.57% to

NT$254,752 million.

RERBREEREER

Assets and Liabilities Management

B B MIAETT(NTS billions)

320 |

200 —h— HE Assets
Ml {7k B4Rl 7% Deposits & Debentures
280

T8GR Loans
260

240

2001 2002

RO (E RO R AR R SR A o -

2003

2004 2005

* @ Loans including credit card revolving balance and loan products.

BRI Income

AT A DFREERZRAFEH (LUFE) 160.38
&It BRFER23% » HPFBIKRAL13.63687T @ B
Bh17% ; FREBWA29.36(5T » MERRE24% - 24
MR R 15.0 1627T » RN Fs 14.0716TT - k&
#:0.807C «
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FEIB's operating revenues grew 23% year-on-year in 2005 to
NT$16.038 billion, among which interest income stood at
NT$11.363 billion, up 17% and fees income was NT$2.936
billion, up 24%. Pretax income was NT$1.501 billion, after-tax net
income was NT$1.407 billion, and earnings per share were

NT$0.80.

B BUIA

Net Interest Income

B FrAMEEITT(NTS millions)
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BEERE Asset Quality

AT R O A I B S Rk B B Lo SR
WV > AT VYA AR A i R R 55,4 760T - &
FERAIN22. 36850 » DAKIFE NS 2 -5 S SR IR 2 15 F LB -
BRI+ ZHEEZ2.49% B2 1.83% » HIER %
BN ZEEZ47.67% EFES0.69% - BESERT
GEEGEERITESR - FMTUBRMEES - JUTIUEE
ZHAEEREEEEEEER10.32% 0 HfFEEAR
6 (TIER 1) 9.76% -

To improve asset quality and comply with world trend requiring
highly transparent financial statement, FEIB[s]allowance for bad
debts in 2005 was NT$5.547 billion, up NT$2.23 billion than a
year ago, to cope with risk of unsecured loans. While NPL ratio
dropped to 1.83% from 2.49% of 2004, coverage ratio grew from
47.67% to 50.69%, showing that the Bank[slasset quality rates it as
reliable bank by the Financial Supervisory Commission, Executive
Yuan. With sound financial structure, FEIB[s]total BIS ratio in 2005
was 10.32%, among which TIER 1 reached 9.76%.

B REER%

NPL & Coverage Ratio

2001 2002
—@— ®#HFE  Coverage ratio(%)*

o JEfE NPL ratio(%)*
R 20034F GRS {E I -RIGEREREE -

£ 2003 Loans including credit card revolving balance.

BREEABEER
Capital Adequacy Ratio

2001 2002
—l— HAEEHE Total BIS
e BRMEEAE Tier I

Core Businesses /‘ ‘S ; { 25
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L BN L 2 RARZE 2. Insurance Agency
\ %ﬁﬁgg ) g I% kﬁ HBENLTIUEE  ZIREEACHE ARKEE KA Gt As of the end of 2005, FEIB's insurance agency income surged
% . L - ] iy . FEM20.98TT  BILTF=FEE103.07% ; &3 103.07% to NT$2.09 billion. Revenue grew 29.17% compared
Ee ) . i i & ’ 1 WA S EERE29.17% - to the previous year.
3 EEATON

Insurance Agency Revenue Status

B : FAMEEIT(INTS milions)

300 —
+29.17%
250 — T
B N~ TER R
150 —
EHALEELSARE An exclusive exhibit at National Concert Hall of famous Italian 10071
classical violins I
50
o .
2001 2002 2003 2004 2005
IRERHES 1. Trust Business
JUF VY AR 8 F 3 S AR BRISAS 5 =C 8 B I A 20 S [ In 2005, FEIB's mutual funds and portfolio sales, both from non-
HE MBS (SEERSRZERE21T) - FEEK discretionary trust and acting as agency (including OBU), totaled
TESRE R E¥2038 0 BENTHUFEEELEER NT$20.3 billion. As of the end of 2005, the Bank's assets under
O EBBRESMEL 21T B241Ex8 > BA+=2FE trust (including OBU) totaled NT$24.1 billion, up 24.52% than
KE24.529% » FREBEIKRAKRILTF=FERKE12.60% - ayear ago. Fees income grew 12.60% than that of 2004.
E2HELBRFBEBENRA
Mutual Funds Sales & Fees Income :
BAL 1 FAMESITNTS millions) - iy il i
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HEERIZEFE Consumer Banking

JUTHPHE RN B SRR B SR A R 5 8 130 18T (& As of the end of 2005, FEIB[s]outstanding consumer banking loan
FE - EE RE -~ 2UINEEE) > R =FEERE grew 24.63% to NT$130.1 billion (including mortgage loan,
24.63% > HrhEEEFBREFERER17.52% - personal loan, automobile loan and installation), among which

mortgage loan increased 17.25% year on year.

THER
Consumer Banking
B : FAMIATEIT(NT Sbillions)
) e
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EFE%%¥ Credit Card

AITEHEATIYERGE R RES3E 2Tk ¢ BWIEGH As of the end of 2005, the number of cards in force issued by FEIB
FI R B R 24571870 « FIERMGERERER191.8IC > & reached more than 832,000 cards. Spending volume for 2005

EHEANRR17.45% -

totaled some NT$24.57 billion and revolving balance at end 2005
was around NT$19.18 billion, down 17.45% year on year.
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TESFEI Corporate Banking
LT VU R SRR E SR G S R B 98 TR IC » & As of the end of 2005, FEIB[s] outstanding corporate banking
NT=FEEREFE18.61% ° lending totaled NT$98.7billion, a growth of 18.61% as compared

to the previous year.

B 5 &7 ¥ Transactional Banking
LT VU 1T IMNE B EA 197 ETT » BRIV =8 E FEIB[s]foreign exchange volume grew 4.79% to US$19.7 billion in
FR4.79% 5 217 HEMUIR SR SE 75 AR AF A R 7 15 M2 5 748 2005. Factoring business stood at NT$25.7 billion, a remarkable

JC o WA ZFERESS.76% © growth of 55.76% than a year ago.

4 EIREESHMIE syndication signing ceremony



s <0 AP 2o
4, '
| A 3
TERIREER
Corporate Lending
BAL : FTEBHA{EIT(INTS billions)
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As of the end of 2005, FEIB[s] outstandings of bills purchased
amounted to NT$16.5 billion. Derivatives focusing mostly in FX
forward contract (forward purchase & forward sale), swaps and
options reached US$11.536 billion ; convertible bonds and asset
swap undertaken by FEIB reached NT$4.412 billion.

A& & EHR
Gross Profit-Treasury

200 ko

I I Fixed Income & Money Market I I Foreign Exchange I | Treasury Marketing Unit
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Equity Trading I I Fx Margin

INERFEXZFMAAE Margin Trading Seminar
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B PG SR 4E 4 2R 18 S B3R Risk Management Structure and Policy
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Currently the Risk Management Department manages directly (the
non special-project lending cases of) Corporate Banking SBU and
Transactional Banking SBU, either through advance preview and
afterward management. This Department also supervises
operations of Credit Card, Transactional Banking, Consumer
Banking, and Treasury Banking SBUs. Under Consumer Banking
SBU there is an auditing unit to audit advance preview and
collection unit to handle overdue loans. Under Transactional
Banking SBU there is an auditing team to review transactional
financing and collection measures for special project lending cases.
All lending guidelines, procedures, methods, new product
developments, clerk authorization before submission should first
be reviewed by the Risk Management Department to achieve
centralized control of the Bank[s]risk management and enhance
operating efficiency of each SBU.

To cope with the changing financial environment and fortify risk
management, the middle office under Transactional Banking SBU
and Treasury Banking SBU will subordinate to the Risk
Management Department. Auditing and review divisions of Credit
Card and Consumer Banking SBUs will also be attached to
independent consumer banking risk management department so
as to achieve more comprehensive risk management mechanism of
the Bank.

KIERAMGEE Z B &R A Risk Management Policy and Principles
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[C]. Credit Risk Management

1. Corporate Banking
Risk management strategies as regard to the Corporate Banking
SBU include maintaining proper lending distribution by
industries and among Group companies to dispense risk.
Regularly adjust when necessary the above distribution in
accordance with economic performance, industry trend and
operating policy.

2. Consumer Banking
Pre-evaluate profit ratio of each product based on its acquiring
cost, operating cost and risk degree. Through professional,
centralized, streamlined and systematic management, effectively
control risk of consumer lending portfolio so as to achieve
steady growths.

3. Credit Card
Compliant with economic development and credit market
situation, adjust annually the credit review standard and submit
to the Board of Managing Directors for approval. Regularly
review cardholders' risk degree, enforce behavior analysis so as
to adjust authorization and approval rate and implement pre-
warning measures.
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4. Treasury Banking
Compliant with FEIB's " Limit regulations concerning foreign
exchange business, foreign currency placement and taken,
derivatives, bonds and bills transactions among financial
institutions ", draw up " Credit Limit of Financial Institutions "
and " Country Limit of Financial Institutions " in accordance with
each trading bank's world ranking, financial situation, business
connection, and risk rating in each country, then submit to the
Board of Managing Directors for approval and application.
Proper " Credit Limit " is given by the Board of Managing
Directors after reviewing and renewing each year the clients"
credit limit guided by the Bank's lending review procedures.

Il. Market and Liquidity Risk Management

When dealing with all derivative financial products, FEIB aims to
square positions so as to lower market and liquidity risk. The
Bank should review market price of the un-squared positions,
evaluate their respective gains or losses, enforce specific stop-loss
limits for all positions to different levels of clerks and trading
offices in accordance with FEIB's "Authorization Guidelines for
Trading Office Business', do regular follow-up checking by the
operating units, and thus control risk within reasonable range.
The limit of interest rate sensitivity and liquidity gap should also
be stipulated, made into charts and reviewed on a weekly basis to
be discussed and evaluated at the investment fund meetings to
effectively control interest rate risk by smart portfolio and the
asset-liability management of interest rate sensitivity .

Ill. Operating Risk Management
To strengthen the Bank's internal controls and prevent operating
risk, FEIB has established "self-auditing’ system and enforce the
Auditing Department to implement "general auditing" and "special
auditing' at each business unit. The Bank also performs a "Compliance
Officer System" to supervise the whole Bank's strictly abiding to
the regulations.
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o (MY)  FERHRAE Major Shareholders
& 13 X BZ Fl Shares and Dividends 9548308 (April 30, 2006)

A - EEERETE - HERY FEARLLBI
(—) BEAZKIE Source of Capital Major Shareholders Number of Shares Percentage
9544308 (April 30, 2006 ) B ERRERAT . o
= 1 i y 3 . 0
% E B A& Authorizd Capital Yu Yuan Investment Corp.
AZHTEXE Type of Shares| FBTEIMED Outstanding Shares | sR&1TA%D Non-issued Shares & &f Total figst Note BRERRHERAT 116,936,919 6.53%
. N ) . 0
1,791,249 89088 208,750,110f% | 2,000,000,000f8 = EMIRITIRE Yu Li Investment Corp.
i@ Common Shares shares shares shares | Listed on the TSE MTERRERINBIRAT 70,489,934 3.94%
Ding Yuan International Investment Corp.
= 1 L i /-\_
o e o Ei%ﬁﬂ%ﬁﬁﬂsﬂa‘l 69,728,235 3.89%
(=) J&EAERE Shareholder Structure Far Eastern Textile Ltd.
95548308 (April 30, 2006) EEVERNBIRAT 46,961 007 5 509,
i ) . 0
a3 - - . . .
Shﬂazftfgl*d%er S Sl HHEEA = SHNEIBRIN Orjent Union Chemical Corp.
Structure Government Financial Other Legal Individual Foreign DNAOREDBRAT .
E Institution Institution Person Institution and A T —— 46,359,853 2.59%
Quantity Foreigner p.
A # ABAERGERAS 44,780,886 2.50%
» i . 0
N 2 9 151 74,683 7 74,922 Chen Gin Investment Corp.
o.
REINBERNBIRAT
5B - e , 29,946,118 1.67%
Number of Shares 1,062,992 65,331,987 877,712,042 733,894,418 113,248,451 1,791,249,890 Der-Chin Enterprise Corporation
IES
‘=1_I, 8t 6l . . . . . . 25,739,320 1.44% ¢f‘
lL- b . 0.06% 3.65% 49.00% 40.97% 6.32% 100.00% Wang Dao-Dao _J
ercentage _ .
T a0 BT IRITFEEEBCMOBIINE S = A
38 /GMO (;TD . Fund Invest Iiﬁ% t, Charter Bank 29,671,905 145 39
(=) Rl Shares Diversification : _verseas und Investment Account, Charter Ban
pi = H _ TNRERNDBIRAT .
FRYEZE+ T Par Value NT$10 95548308 (April 30, 2006) i 24,565,153 1.37%
Asia Investment Corp.
B KR 2 K BRERA# =i i du gt =inz NS
Number of Shares Slot Number of Shareholders Number of Shares Percentage BRERHERATY 23,347,348 1.30%
Tung Fu Investment Corp.
1z 999R% 29,505 7,311,675 0.41% EEEERNERAD
22,082,849 1.23%
1,000% 5,0008% 22,959 49,681,695 2.78% Far Eastern Department Stores Ltd. ’
i - e
5001Z 10,0008 7.801 52,661,675 2.94% ARERERRAERAS 20,263,222 113%
Kai Yuan International Investment Corp.
10,001¥ 15,000}1& 7’213 88'295'465 493% K?—%{b%ﬁﬁ?ﬁﬁﬂﬁfﬁﬁ@@a 18 578 000 1 040/
3 ) . 0
15,0012 20,000R% 1,550 26,954,363 1.50% Ta Juh Chemical Fibers Co., Ltd.
= N
20,001& 30,000R% 2,084 49,298,836 2.75% SBRARNERAT 18,024,963 1.01%
By-Yang Investment Co., Ltd.
30,001% 40,0008% 921 31,353,981 1.75% - .
5t RIOIARELLPIES D2 — L ERR
40,0012 50,0008% 57 25,646,194 1.43% Note: Listed above are shareholders with more than 1% of shares.
50,0012  100,0008% 1,239 84,240,410 4.70%
100,001Z  200,0008% 576 77,195,261 4.31%
200,001Z  400,0008% 245 66,521,294 3.71%
400,001Z  600,0004% 83 40,614,987 2.27%
600,0012  800,0008% 32 22,335,490 1.25%
800,001Z& 1,000,0008% 14 12,827,742 0.72%
1,000,001 88 M £ 129 1,166,310,622 64.55%

&) 5t Total 74,922 1.791,249,890 100%
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B ¥& #13% Financial Profile

(—)fEBH&E FE & &35 Simplified Assets and Liabilities

S FAFS Credit Ratings

The Bank has been rated and well recognized by the renowned

AATEFE BB EEE HEFE A H (FitchRatings) #1718
RS > BB R 2 ERET = K5 AP retg » HET
GRS R K FERM Y - LT AHE3H2TH
MBI RIS BBB ~ BEE MRS BN R

811 : BT (NT$ thousands)
& 3f A F E B ¥ & # Five-Year Financial Statements

FitchRatings, among the world[s]top three largest credit agencies.
FE  Year

The rating record announced on March 27, 2006 reads as follows:

foreign currency long-term IDR BBB, foreign currency short-term

2005 2004 2003 2002 2001

B8 Items

s . =g R G S AL gk F3, national long term A+ (twn), and national short term F1 (twn). . ~
FEA+(twn) ~ BINEIARFEEF (twn) o BEERARTT RS . . B ELRYEIES  GRRTRIBTEE
BSOS LR A ST SR (RS SRS We have been considered a stable financial institution of Cash and Cash equivalents, Due from Banks & $21,420,425 | $19,137,209 | $29,525,033 | $16,209,886 | $20,066,962
_ i the Central Bank of China
Py . investment grade. i )
(e b BAEARES
Seouriies Bumelieassd 22,741,218 19,529,855 12,274,647 4,417,884 2,019,859
B IR KRB
Loan. Discaumis & Bills Burchaszd) 212,214,005 171,910,648 161,057,311 136,601,563 141,650,774
STEIEE (Ratings) 2003/2/11 2004/1/29 2004/7/22 2005/3/3 2006/3/27 FEWITRIE
Bescivables 29,122,195 33,232,344 6,705,109 23,555,294 13,122,499
SHA Short-term | F3 F3 F3 F3 F3 RIS E
EilEREs ;ig — — e e . 588 ii’qﬁfm Investments 14,345,873 5,720,013 7,104,560 13,526,960 13,342,846
ong-term - -
Foreign Currency Rating . " . BEEE
B Outlook Stable Positive Stable Stable Negative Properties 2,629,886 2,511,877 2,393,015 2,303,067 2,329,154
BIRETE %3HB Short-term | F2(twn) F2(twn) F1(twn) F1(twn) F1(twn) HihEE . . . 20 064
6,246,863 5,987,486 961,383 2,494,06
National Rating £HA Long-term | A-(twn) A-(twn) A(twn) A+(twn) A+(twn) Other Assets 3,162,365 B D D U
{83157 Individual Rating C/D c c c C ?Jejﬁﬂggi%ﬁﬂ 16,854,575 7,720,944 10,644,837 8,707,281 14,131,355
2 #EFTZ Support Rating 4 4 4 4 4 1o FEE
BRRER 228,052,878 | 198,801,291 | 167,534,950 | 159,151,544 | 149,252 244 f:
Deposits & Remittances Q_
RITREXME © BIEES 29,000,000 21,000,000 17,000,000 10,000,000 5,000,000
Bank Debentures 41
HihaEs
o 9,983,996 10,916,747 14,099,553 11,589,877 9,618,877
Other Liabilities
nn
HRZS. 17,912,499 15,867,008 15,248,154 15,248,154 15,248,154
Capital Stock
ZTBAN
EZK./AE 1,197,314 685,486 19 204,217 205,886
Capital Surplus
PEcAl 2,644,599 3.286,883 897.399 | (2.708.265) 2.065,927
REBRBER Before Distribution
Retained Earnings 1
= Dl - 1,237,244 269,915 (2,504,067) 1,753,267
After Distribution
e EHMARIEE
; 10,106 10,450 (377,751) (616,771) (496,285)
Shareholders' Equity and Other Items
BERS
305,655,967 | 258,288,809 @ 225,047,161 201,576,037 195,026,158
Total Assets
i 2 2 _ 209,2 2 2
- Before Distribution 83,891,449 38,438,98 09,279,340 | 189,448,70 178,002,476
Total Liabilities DEE
T - 239,392,996 209,906,824 189,448,702 178,315,136
After Distribution
DECED
L 21,764,518 19,849,827 15,767,821 12,127,335 17,023,682
RS %A Before Distribution
Total Shareholders' Equity LAY
T - 18,895,813 15,140,337 12,127,326 16,711,022
After Distribution
& =t &7 & " = g HMRBE HREBE HREBE HRBE HRBER
: o ’ Unqualified Unqualified Unqualified Unqualified Unqualified
Independent Auditors® Report Opinion Opinion Opinion Opinion Opinion
FNE DER=LE FE FNE FE
= =i Bl i 2 Wang Hsiao-Huei Fan Yu-Wei Wang Hsiao-Huei | Wang Hsiao-Huei | Wang Hsiao-Huei
Name of Auditors PHERE fRiEF EFE1 FE1 Excall
Kuo Tze-Jun  Chen Ching-Hsian' Wang Jin-Shan | Wang Jin-Shan =~ Wang Jin-Shan




(=) f#IH4EZE#E Simplified Statements of Income

FE Year

BB Item
BN
Total Operating Income
BEIH
Total Operating Costs and Expenses
BB
Operating Income (Loss)
EFIMNER
Non-Operating Income (Loss)
KERIBAS
Net Income (Loss)
SR (o)
EPS (NT$)

BENT - A MTT (NT$ thousands)

&t & E B ¥ & & () Five-Year Financial Statements (Note)

2005

$16,037,528

14,648,275

1,489,253

11,885

1,407,355

0.807T

2004

$13,044,311

9,608,922

3,435,389

4,422)

3,016,968

2.037T

PAVOK]

$12,276,460

8,634,316

3,742,144

( 28,043)

3,401,466

2,395

2002

$11,147,843

16,701,869

( 5.554,026)

(  13,170)

( 4.463,201)

( 3.117T)

2001

$ 12,410,438

11,990,817

419,621

57,074

469,130

0.327%

& IR FEMBHERNIICGSTEIE 4RE -

Note: The abave financial statements have all been approved by independent auditors.

(Z) B AFEEI #5387 Five-Year Financial Analysis

DHTER Analysis Items

B (%)

RERFEERIFEDHT Five-Year Financial Analysis

2005

2004

2003

2002

2001

Feife 6l Losis o By gests 4 93.95 87.53 97.38 87.13 95.98
B (%)
Non-Performing Loan Ratio (%) 1829 2.312 2.290 4.254 °.986
FIB S S EPAIB REBELE e o e v o
g Interest Expenses to Average Deposit Balances (%) ‘ i ‘ ‘ ‘
Operating | AIBIASEFISHERERERAL* 3.64 3.66 5.65 5.51 6.99
Efficiency Interest Income to Average Loan Balances (%)
wEEAEE (R) 0.06 0.05 0.06 0.06 0.07
Total Assets Turnover (times)
BT FIIEFEAN
Average Operating Revenue per Employee (NT$ thousands) 8.836 8.072 8.472 8.326 10.033
BT ¥i9ERIER
155 1,867 2,347 3,333 379
Average Profit per Employee (NT$ thousands) ( )
ERELHWE (%) 7.2 19.27 25.68 -36.48 2.74
Return on Tier 1 Capital
EEBME (%) 0.50 .23 1.59 (2.25) 0.26
Return on Assets (%)
ERIRED RE RIS IRBNER (%)
Profitability Return on Shareholder's Equity (%) 6.76 16.94 24.39 | ( 30.62) 2.74
HBESE (%)
et lnaoie Reflio (9] 8.78 23.13 27.71 | ( 40.04) 3.78
SRERER (7T)
Earnings per Share (NT$) 0.80 2.03 2.39 | ( 3.11) 0.32
BEMERE (%)
HEZ Asset Growth Rate (%) 18.34 14.77 11.64 3.36 15.43
Growth ERMEE (%)
i G Baia (9 -56.25 -7.62 166.71 | -1267.87 -6.60
MENEERBLEER (%)
Liquidity Reserve Ratio (%) 2121 132 8.21 8.51 .02
giﬁgzsﬁ@ (58) 21,765 19,850 15,768 118, flestt 17,366
Tier 1 Capital
§ﬁ§$;$g§ (B%) 22,997 20,626 16,821 16,229 16,943
Capital
RRHEERSE (B88)
222,922 2 2 2
Risk Weighted Assets (NT$ millions) 2 193,570 161,629 143.84 135,75
BABEE (%)
BB Capital Adequacy Ratio (%) 10.32 10.66 10.41 11.28 12.48
Capital FEBASBARMEEZLER (%)
Adequacy Tier 1 Capital as a Percentage of Risk Weighted Assets (%) S a2 Shie oLl IALGE
EREASERMEEZLER (%)
Tier 2 Capital as a Percentage of Risk Weighted Assets (%) 141 . 448 <O Usie
EoEEFSRARMEEZIE (%) ) ) ) ) )
Tier 3 Capital as a Percentage of Risk Weighted Assets (%)
LB ERN SREELE
Ratio of Common Stock's Equity to Total Assets (%) 712 fdes 701 6.02 e
FIERRARR RGBT
Toiel Seaure Losns s Rolkiad Paiies 4,418,459 | 4,462,930 | 3,400,537 @ 3,788,480 @ 4,327,534
FEMFRARRBIERERESBESERI2 LR
Total Secured Loans to Related Parties as a Percentage of Total Loans (%) 1.k 2kl .82 21 Al
BEMOE
Assets market share (%) 0.98 0.86 0.80 0.78 0.76
" FEMOE
%Eﬁf Equity Market Share (%) 1.51 1.13 0.97 0.75 0.95
perating =2
FaRm G2
Scale Blegeposall Lt e Sl () 0.98 0.99 0.82 0.82 0.78
BERT SR
Loan Market Share (%) 1.14 0.99 1.04 0.94 0.96
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o (MY)  FERHRAE Major Shareholders
& 13 X BZ Fl Shares and Dividends 9548308 (April 30, 2006)

A - EEERETE - HERY FEARLLBI
(—) BEAZKIE Source of Capital Major Shareholders Number of Shares Percentage
9544308 (April 30, 2006 ) B ERRERAT . o
= 1 i y 3 . 0
% E B A& Authorizd Capital Yu Yuan Investment Corp.
AZHTEXE Type of Shares| FBTEIMED Outstanding Shares | sR&1TA%D Non-issued Shares & &f Total figst Note BRERRHERAT 116,936,919 6.53%
. N ) . 0
1,791,249 89088 208,750,110f% | 2,000,000,000f8 = EMIRITIRE Yu Li Investment Corp.
i@ Common Shares shares shares shares | Listed on the TSE MTERRERINBIRAT 70,489,934 3.94%
Ding Yuan International Investment Corp.
= 1 L i /-\_
o e o Ei%ﬁﬂ%ﬁﬁﬂsﬂa‘l 69,728,235 3.89%
(=) J&EAERE Shareholder Structure Far Eastern Textile Ltd.
95548308 (April 30, 2006) EEVERNBIRAT 46,961 007 5 509,
i ) . 0
a3 - - . . .
Shﬂazftfgl*d%er S Sl HHEEA = SHNEIBRIN Orjent Union Chemical Corp.
Structure Government Financial Other Legal Individual Foreign DNAOREDBRAT .
E Institution Institution Person Institution and A T —— 46,359,853 2.59%
Quantity Foreigner p.
A # ABAERGERAS 44,780,886 2.50%
» i . 0
N 2 9 151 74,683 7 74,922 Chen Gin Investment Corp.
o.
REINBERNBIRAT
5B - e , 29,946,118 1.67%
Number of Shares 1,062,992 65,331,987 877,712,042 733,894,418 113,248,451 1,791,249,890 Der-Chin Enterprise Corporation
IES
‘=1_I, 8t 6l . . . . . . 25,739,320 1.44% ¢f‘
lL- b . 0.06% 3.65% 49.00% 40.97% 6.32% 100.00% Wang Dao-Dao _J
ercentage _ .
T a0 BT IRITFEEEBCMOBIINE S = A
38 /GMO (;TD . Fund Invest Iiﬁ% t, Charter Bank 29,671,905 145 39
(=) Rl Shares Diversification : _verseas und Investment Account, Charter Ban
pi = H _ TNRERNDBIRAT .
FRYEZE+ T Par Value NT$10 95548308 (April 30, 2006) i 24,565,153 1.37%
Asia Investment Corp.
B KR 2 K BRERA# =i i du gt =inz NS
Number of Shares Slot Number of Shareholders Number of Shares Percentage BRERHERATY 23,347,348 1.30%
Tung Fu Investment Corp.
1z 999R% 29,505 7,311,675 0.41% EEEERNERAD
22,082,849 1.23%
1,000% 5,0008% 22,959 49,681,695 2.78% Far Eastern Department Stores Ltd. ’
i - e
5001Z 10,0008 7.801 52,661,675 2.94% ARERERRAERAS 20,263,222 113%
Kai Yuan International Investment Corp.
10,001¥ 15,000}1& 7’213 88'295'465 493% K?—%{b%ﬁﬁ?ﬁﬁﬂﬁfﬁﬁ@@a 18 578 000 1 040/
3 ) . 0
15,0012 20,000R% 1,550 26,954,363 1.50% Ta Juh Chemical Fibers Co., Ltd.
= N
20,001& 30,000R% 2,084 49,298,836 2.75% SBRARNERAT 18,024,963 1.01%
By-Yang Investment Co., Ltd.
30,001% 40,0008% 921 31,353,981 1.75% - .
5t RIOIARELLPIES D2 — L ERR
40,0012 50,0008% 57 25,646,194 1.43% Note: Listed above are shareholders with more than 1% of shares.
50,0012  100,0008% 1,239 84,240,410 4.70%
100,001Z  200,0008% 576 77,195,261 4.31%
200,001Z  400,0008% 245 66,521,294 3.71%
400,001Z  600,0004% 83 40,614,987 2.27%
600,0012  800,0008% 32 22,335,490 1.25%
800,001Z& 1,000,0008% 14 12,827,742 0.72%
1,000,001 88 M £ 129 1,166,310,622 64.55%

&) 5t Total 74,922 1.791,249,890 100%
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B ¥& #13% Financial Profile

(—)fEBH&E FE & &35 Simplified Assets and Liabilities

S FAFS Credit Ratings

The Bank has been rated and well recognized by the renowned

AATEFE BB EEE HEFE A H (FitchRatings) #1718
RS > BB R 2 ERET = K5 AP retg » HET
GRS R K FERM Y - LT AHE3H2TH
MBI RIS BBB ~ BEE MRS BN R

811 : BT (NT$ thousands)
& 3f A F E B ¥ & # Five-Year Financial Statements

FitchRatings, among the world[s]top three largest credit agencies.
FE  Year

The rating record announced on March 27, 2006 reads as follows:

foreign currency long-term IDR BBB, foreign currency short-term

2005 2004 2003 2002 2001

B8 Items

s . =g R G S AL gk F3, national long term A+ (twn), and national short term F1 (twn). . ~
FEA+(twn) ~ BINEIARFEEF (twn) o BEERARTT RS . . B ELRYEIES  GRRTRIBTEE
BSOS LR A ST SR (RS SRS We have been considered a stable financial institution of Cash and Cash equivalents, Due from Banks & $21,420,425 | $19,137,209 | $29,525,033 | $16,209,886 | $20,066,962
_ i the Central Bank of China
Py . investment grade. i )
(e b BAEARES
Seouriies Bumelieassd 22,741,218 19,529,855 12,274,647 4,417,884 2,019,859
B IR KRB
Loan. Discaumis & Bills Burchaszd) 212,214,005 171,910,648 161,057,311 136,601,563 141,650,774
STEIEE (Ratings) 2003/2/11 2004/1/29 2004/7/22 2005/3/3 2006/3/27 FEWITRIE
Bescivables 29,122,195 33,232,344 6,705,109 23,555,294 13,122,499
SHA Short-term | F3 F3 F3 F3 F3 RIS E
EilEREs ;ig — — e e . 588 ii’qﬁfm Investments 14,345,873 5,720,013 7,104,560 13,526,960 13,342,846
ong-term - -
Foreign Currency Rating . " . BEEE
B Outlook Stable Positive Stable Stable Negative Properties 2,629,886 2,511,877 2,393,015 2,303,067 2,329,154
BIRETE %3HB Short-term | F2(twn) F2(twn) F1(twn) F1(twn) F1(twn) HihEE . . . 20 064
6,246,863 5,987,486 961,383 2,494,06
National Rating £HA Long-term | A-(twn) A-(twn) A(twn) A+(twn) A+(twn) Other Assets 3,162,365 B D D U
{83157 Individual Rating C/D c c c C ?Jejﬁﬂggi%ﬁﬂ 16,854,575 7,720,944 10,644,837 8,707,281 14,131,355
2 #EFTZ Support Rating 4 4 4 4 4 1o FEE
BRRER 228,052,878 | 198,801,291 | 167,534,950 | 159,151,544 | 149,252 244 f:
Deposits & Remittances Q_
RITREXME © BIEES 29,000,000 21,000,000 17,000,000 10,000,000 5,000,000
Bank Debentures 41
HihaEs
o 9,983,996 10,916,747 14,099,553 11,589,877 9,618,877
Other Liabilities
nn
HRZS. 17,912,499 15,867,008 15,248,154 15,248,154 15,248,154
Capital Stock
ZTBAN
EZK./AE 1,197,314 685,486 19 204,217 205,886
Capital Surplus
PEcAl 2,644,599 3.286,883 897.399 | (2.708.265) 2.065,927
REBRBER Before Distribution
Retained Earnings 1
= Dl - 1,237,244 269,915 (2,504,067) 1,753,267
After Distribution
e EHMARIEE
; 10,106 10,450 (377,751) (616,771) (496,285)
Shareholders' Equity and Other Items
BERS
305,655,967 | 258,288,809 @ 225,047,161 201,576,037 195,026,158
Total Assets
i 2 2 _ 209,2 2 2
- Before Distribution 83,891,449 38,438,98 09,279,340 | 189,448,70 178,002,476
Total Liabilities DEE
T - 239,392,996 209,906,824 189,448,702 178,315,136
After Distribution
DECED
L 21,764,518 19,849,827 15,767,821 12,127,335 17,023,682
RS %A Before Distribution
Total Shareholders' Equity LAY
T - 18,895,813 15,140,337 12,127,326 16,711,022
After Distribution
& =t &7 & " = g HMRBE HREBE HREBE HRBE HRBER
: o ’ Unqualified Unqualified Unqualified Unqualified Unqualified
Independent Auditors® Report Opinion Opinion Opinion Opinion Opinion
FNE DER=LE FE FNE FE
= =i Bl i 2 Wang Hsiao-Huei Fan Yu-Wei Wang Hsiao-Huei | Wang Hsiao-Huei | Wang Hsiao-Huei
Name of Auditors PHERE fRiEF EFE1 FE1 Excall
Kuo Tze-Jun  Chen Ching-Hsian' Wang Jin-Shan | Wang Jin-Shan =~ Wang Jin-Shan




(=) f#IH4EZE#E Simplified Statements of Income

FE Year

BB Item
BN
Total Operating Income
BEIH
Total Operating Costs and Expenses
BB
Operating Income (Loss)
EFIMNER
Non-Operating Income (Loss)
KERIBAS
Net Income (Loss)
SR (o)
EPS (NT$)

BENT - A MTT (NT$ thousands)

&t & E B ¥ & & () Five-Year Financial Statements (Note)

2005

$16,037,528

14,648,275

1,489,253

11,885

1,407,355

0.807T

2004

$13,044,311

9,608,922

3,435,389

4,422)

3,016,968

2.037T

PAVOK]

$12,276,460

8,634,316

3,742,144

( 28,043)

3,401,466

2,395

2002

$11,147,843

16,701,869

( 5.554,026)

(  13,170)

( 4.463,201)

( 3.117T)

2001

$ 12,410,438

11,990,817

419,621

57,074

469,130

0.327%

& IR FEMBHERNIICGSTEIE 4RE -

Note: The abave financial statements have all been approved by independent auditors.

(Z) B AFEEI #5387 Five-Year Financial Analysis

DHTER Analysis Items

B (%)

RERFEERIFEDHT Five-Year Financial Analysis

2005

2004

2003

2002

2001

Feife 6l Losis o By gests 4 93.95 87.53 97.38 87.13 95.98
B (%)
Non-Performing Loan Ratio (%) 1829 2.312 2.290 4.254 °.986
FIB S S EPAIB REBELE e o e v o
g Interest Expenses to Average Deposit Balances (%) ‘ i ‘ ‘ ‘
Operating | AIBIASEFISHERERERAL* 3.64 3.66 5.65 5.51 6.99
Efficiency Interest Income to Average Loan Balances (%)
wEEAEE (R) 0.06 0.05 0.06 0.06 0.07
Total Assets Turnover (times)
BT FIIEFEAN
Average Operating Revenue per Employee (NT$ thousands) 8.836 8.072 8.472 8.326 10.033
BT ¥i9ERIER
155 1,867 2,347 3,333 379
Average Profit per Employee (NT$ thousands) ( )
ERELHWE (%) 7.2 19.27 25.68 -36.48 2.74
Return on Tier 1 Capital
EEBME (%) 0.50 .23 1.59 (2.25) 0.26
Return on Assets (%)
ERIRED RE RIS IRBNER (%)
Profitability Return on Shareholder's Equity (%) 6.76 16.94 24.39 | ( 30.62) 2.74
HBESE (%)
et lnaoie Reflio (9] 8.78 23.13 27.71 | ( 40.04) 3.78
SRERER (7T)
Earnings per Share (NT$) 0.80 2.03 2.39 | ( 3.11) 0.32
BEMERE (%)
HEZ Asset Growth Rate (%) 18.34 14.77 11.64 3.36 15.43
Growth ERMEE (%)
i G Baia (9 -56.25 -7.62 166.71 | -1267.87 -6.60
MENEERBLEER (%)
Liquidity Reserve Ratio (%) 2121 132 8.21 8.51 .02
giﬁgzsﬁ@ (58) 21,765 19,850 15,768 118, flestt 17,366
Tier 1 Capital
§ﬁ§$;$g§ (B%) 22,997 20,626 16,821 16,229 16,943
Capital
RRHEERSE (B88)
222,922 2 2 2
Risk Weighted Assets (NT$ millions) 2 193,570 161,629 143.84 135,75
BABEE (%)
BB Capital Adequacy Ratio (%) 10.32 10.66 10.41 11.28 12.48
Capital FEBASBARMEEZLER (%)
Adequacy Tier 1 Capital as a Percentage of Risk Weighted Assets (%) S a2 Shie oLl IALGE
EREASERMEEZLER (%)
Tier 2 Capital as a Percentage of Risk Weighted Assets (%) 141 . 448 <O Usie
EoEEFSRARMEEZIE (%) ) ) ) ) )
Tier 3 Capital as a Percentage of Risk Weighted Assets (%)
LB ERN SREELE
Ratio of Common Stock's Equity to Total Assets (%) 712 fdes 701 6.02 e
FIERRARR RGBT
Toiel Seaure Losns s Rolkiad Paiies 4,418,459 | 4,462,930 | 3,400,537 @ 3,788,480 @ 4,327,534
FEMFRARRBIERERESBESERI2 LR
Total Secured Loans to Related Parties as a Percentage of Total Loans (%) 1.k 2kl .82 21 Al
BEMOE
Assets market share (%) 0.98 0.86 0.80 0.78 0.76
" FEMOE
%Eﬁf Equity Market Share (%) 1.51 1.13 0.97 0.75 0.95
perating =2
FaRm G2
Scale Blegeposall Lt e Sl () 0.98 0.99 0.82 0.82 0.78
BERT SR
Loan Market Share (%) 1.14 0.99 1.04 0.94 0.96
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Financial Statements
INDEPENDENT AUDITORS® REPORT

The Board of Directors and Shareholders
Far Eastern International Bank

We have audited the accompanying balance sheets of the Far Eastern Iniernational Bank (the
“Bank™) as of December 31, 2004 and 2005, and the related statements of income, changes in
shareholders’ equity and cash flows for the years then ended. These financial statements are the
responsibility of the Bank’s management. Qur responsibility is to express an opinion on these
financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Bank as of December 31, 2004 and 2005, and of the results of its
operations and its cash flows for the vears then ended, in conformity with the Guidelines
Governing the Preparation of Financial Reports by Public Bank and accounting principles generally
accepted in the Republic of China.

Our audit also comprehended the translation of the 2005 New Taiwan dollar amounts into U.5.
dollar amounts and; in our opinion, such translation has been made in conformity with the basis
stated in Note 4.  Such U.S. dollar amounts are presented solely for the convenience of readers.
Under Regulations Governing the Preparation of Financial Reports by Public Banks, we have also
audited the consolidated financial statements of the Bank as of December 31, 2005, and for the
years then ended, on which we have issued a modified unqualified opinion thereon in our report
dated March 10, 2006.

Deleille 4+ Truche

March 10, 2006
Notice to Readers

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

For the convenience of readers, the auditors’ report and the accompanying financial statements
have been translated into English from the original Chinese version prepared and used in the
Republic of China. If there is any conflict between the English version and the original Chinese
version or any difference in the interpretation aof the two versions, the Chinese-language auditors'
report and financial statements shall prevail.
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FAR EASTERN INTERNATIONAL BANK

STATEMENTS OF INCOME

YEARS ENDED DECEMEBER 31, 2004 AND 2005
{In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2004 2005
Notes NTS NTS USS (Note 4)

OPERATING INCOME

Interest 22429 § 9684458 § 11,363,433 § 345919

Service fees 2 2362914 2,936,293 89,385

Gains on sale of securities purchased 2 343,910 423,017 12,877

Income from long-term equity investments 29,10 234,668 746,701 22,731

Other 2,29 418.361 568.079 17,293

Total operating income 13,044,311 16,037,528 488.205

OPERATING COSTS AND EXPENSES

Interest 29 3,571,618 5,119,140 155,834

Service charges 24 906,619 §60,139 26,184

Provisions for possible losses 29 1,179,243 4.368,679 132,989

Operating and administrative expenses 18,21,24,26 3,780,053 4,200,317 127.863

Other 2 171,389 = =

Total operating costs and expenses 9.608.922 14.548.275 442,870
OPERATING INCOME 3,435,389 1,489,253 45,335
NONOPERATING INCOME AND GAINS 64,804 69,015 2,101
NONOPERATING EXPENSES AND LOSSES 69,226 57,130 1.739
INCOME BEFORE INCOME TAX 3,430,967 1,501,138 45,697
INCOME TAX EXPENSES 2,19 413.999 93.783 2,855
NET INCOME £ 2016968 § 1407355 § ___42.842
2005 (USS)
2004 (NTS) 2005 (NTS) (Note 4)
Before  After  Before  After  Before  After
Notes Tax Tax Tax Tax Tax Tax

EARNINGS PER SHARE

Primary earnings per share 1722 3 219 % 193 § 085 § 080 5 003 5 002

Diluted earnings per share 1722 § 192 % 169 § 032 § 077 § 002 £ 002

The accompanying notes are an integral part of the financial statements.

G

IMANCIA
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FAR EASTERN INTERNATIONAL BANK

{In Thousands of New Taiwan Dallars, Except Par Valee and Dividend Per Share)

__ Helined Earnings (Note30)  Cumulathve  Treasary

Adlditional Treasory Leng-tcrm

Capitnd Stock (510 Par Valwe)

(MNabes 17, 20 and 330 Paid-in
bsed.

Todsl

Adjusiments (Motes 2, 20 Sharehoblen®

[Mele 2)

Tramlation Stock

Unapprapriaied

Lagal
Heserve

Sinck

Caplial

Expuity
§ (3ERATI) 8 15767EM

amil 13)

Tdul

(Mote 17) ML and 25} (Note 2) Tntal Earnings

Shiares Amount

Shares

5 BT 5 10721

5 Re7OB

19

ILSMEISH00 5 I5MB154 §

2,000,040, 00

BALANCE, JANUARY 1, 2004

N -
] g
5
1d
-
i}
N
TN
BT
£ Ee; !;E
i
ksl

Trasslntion mfjtments for Foreign-currency
lomp-term equity fivesiments

Tramslation adjustments From bong-lerm equity

imvestments

rik]

1,468,580

i

S99

551,936

BE4 544

BEAB4 010

Coeversion of bomsds info commam sinck
Med income i 2004

19,849,827

10,450

3007663 3,288 B3

268220

(1]

191,331

1586700828 15867008  3R3.936

2,000,000,000

BALANCE, DECEMBER 31, 2004

18,895 B13

| Slatemends

(%)

11111111

......

g, g, .

i g S

67,070

: 'E-J'U?,ﬂﬁ;
— - IR L0

Remmunemtion io directars and supervisors
Cash dividends - $0,5227 per share
Siock dividends - $0.6271 per share

Balarce afler the sppropriation

Appropristion of prior years” eamings
Legal reserve
Bomss o employees - cash
Bomn lo employees - sock

-

16,962,633

1000000000  F.696263,332

Tramslation sdjusiments for foredgn-currency

Tramslation sdjusiments - offshoes banking unit
lang-term equity investnaents

131

131

Translation adjusiments fiom long-lem equity

investmends

{43%)

1461711

000000000 _JLTOLIOEI0 ETNNZA90 SLOOLTED BIOLSN & - ELIOAON E LTG0 SLAITZEG S26MIN S 10006 i R ILIGLINA

{416}

{19}

51,847

(19}

Conversion of bands inlo comman snck
Mol mooime in A0S

S84

049,856

94,585 558

7008 Aussal Repor

+0 FFK

BALANCE, DECEMBER 31, 2005

The accompanyting nobes ane am integral pan of the fmancial sistements.




5w R

FAR EASTERN INTERNATIONAL BANK

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2004 AND 2005
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Provision for possible losses
Recovery of written-off credits
Depreciation and amortization
Amortization of premium on bond investments
Provision for possible losses on securities purchased
Provision for possible losses on foreign bond investments
Provision for retirement benefits
Gain on disposal of long-term equity investments
Met loss on disposal of properties
Net (gain) loss on disposal of collaterals assumed
Impairment losses of collaterals assumed
Investment income recognized by the equity method

Cash dividends and remuneration received from investments

accounted for by the equity method
Loss on long-term equity investment under the cost method
Decrease in deferred income tax
Increase in securities purchased - for trading purposes
Decrease (increase) in other receivables
Increase (decrease) in payables and advances

Met cash provided by {used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Decrease (increase) in due from banks and the Central
Bank

Increase in loans, discounts and bills purchased
Acquisition of properties
Proceeds from disposal of properties
Proceeds from disposal of collaterals assumed
Proceeds from disposal of long-term equity investments
Increase in long-term equity investments
Decrease (increase) in long-term bond investments
Decrease (increase) in other assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in due to banks
Increase in deposits and remittances
Increase (decrease) in bonds sold under repurchase

agreements

2004 2005

NTS NTS USS (Note 4)
$ 3016968 § 1407355 § 42,842
1,179,243 4,368,679 132,989
2,138,220 1,178,208 35,366
214,806 239,696 7,297
57,444 91,794 2,794

= 15,576 474

20,276 63,514 1,933
47,056 42,198 1,285
(12,602 ) (40,697 ) (1,239)
2,758 2,096 64
4,040 (203) (6)
49,000 50,000 1,522
(212,828)  (867.266) (26,401 )
127,527 135,688 4,131

= 173,600 5,285

385,119 12,883 392
(7,255.208)  (3,226,939) (98,233 )
(4,028,711) 2,534,034 77,140
(305.506) 1,479,800 45,047
(4,572.398) _ 7.660.016 233,182
9,158,043  (2,278.914) (69,373 )
(37,287,748) (44,573,454) (1,356,878)
(336,715)  (356,780) (10,861 )
5,677 119 4
437,299 155,420 4,731
319,939 . .
(1,000,000) (1,088,001 ) (33,120)
2,141,769  (7,123.611)  (216,853)

(1.105.422) _ 2,843,593

(27.667.158)
(2.923.893) 9,133,631
31,266,341 29,251,587
(1,628,073) 1,655,157

86.562

(52.421,628) _ (1.595788)

278,041
890,455

50,385

(Continued)

Increase (decrease) in other liabilities

Increase in bank debentures

Proceeds from transfer of treasury stocks to employees

Cash dividends

Remuneration to directors and supervisors and bonus to
employees

Net cash provided by 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
SUPPLEMENTAL DISCLOSURE OF CASH FLOW

Interest paid
Income tax paid

NONCASH INVESTING AND FINANCING ACTIVITIES

Conversion of bonds into common stock

The accompanying notes are an integral part of the financial statements.

2004 2005

NTS NTS USS (Note 4)

§ 852279 § (2323,036) § (70,716)
4,000,000 8,000,000 243,531
224,214 - -

(577,285) (857,058) (26,090)

(50.199) (96,892 ) (2,950)

— 21,163,384 44,763,389 1.362.660

(153.609) 2.525 77
(1,229,781} 4,302 131
4.883.187 3.653.406 111215

£ 3653406 § 3657708 $ 111346

$ 47520 § 69034 $ 2101

1468580 § 1461713

(Concluded)



5w R

FAR EASTERN INTERNATIONAL BANK

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2004 AND 2005
{In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

2.

ORGANIZATION AND OPERATIONS

Far Eastern International Bank (“the Bank™) cbtained its license on January 11, 1992 and started business
operations on April 11, 1992, The Bank engages in (a) receiving deposits and extending loans and
guarantees; (b) issuing letters of credit and handling remittances; (c) acting as an agent for trading
government bonds, corporate bonds and bank debentures; and (d) deing other businesses permitied by the
Banking Law and related regulations.

As of December 31, 2005, the Bank operated a Business Department, International Department, Trust
Department, Credit Card Department, Offshore Banking Unit, and 35 domestic branches, as well as a
representative office in Hong Kong.

The operations of the Bank’s Trust Department include pecuniary trust, securitics trust, real estate trust,
creditor’s right of money or guarantees trust, movable property trust and the ground right trust and the
relative operations. These operations are regulated under the Banking Law and Trust Enterprise Law.

The Bank’s capital shares are listed on the Taiwan Stock Exchange.

As of December 31, 2004 and 2005, the Bank had 2,072 and 2,340 employees, respectively.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The Bank’s financial statements have been prepared in conformity with the Guidelines Governing the
Preparation of Financial Reports by Public Bank and accounting principles generally accepted in the
Republic of China. Under these guidelines and principles, the Bank should make certain estimates and
assumptions that could affect the amounts of the allowance for possible losses, depreciation, impairment,
pension and provision for losses on goarantees.  Actual results could differ from these estimates.

Since the operating cycle could not be reasonably identified in the banking industry, accounts included in
the Bank's financial statements were not classified as current or noncurrent. Nevertheless, accounts were
properly categorized according to the nature of each account and sequenced by their liquidity. Please refer
to Mote 28 for maturity analysis of assets and liabilities.

For the convenience of readers, the accompanying financial statements have been translated into English
from the original Chinese version prepared and used in the Republic of China. 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 Bank’s significant accounting policies are summarized as follows:
Securities Purchased
Securities purchased are carried at the lower of aggregate cost or market, The cost of short-term

transactions instruments sold is determined by the specific identification method; but stocks and bonds sold
are determined by the moving-average method.

Repurchased and resold bond transactions are treated as financing transactions.
Delinguent Accounts

In accordance with “Regulations Governing the Procedures for Banking Institutions to Evaluate Assets and
Deal with Non-performing/Non-accrued Loans” (the Regulations) issued by the Banking Bureau under the
Financial Supervisory Commission of the Executive Yuan, overdue loans and other credits extended by the
Bank and the related accrued interest are classified as delinguent accounts upon approval by the Board of
Directors,

Allowanece for Possible Losses

In determining the allowance for credit Josses and losses on guarantees, the Bank evaluates the risks on
particular loans and overall credit portfolio, considering the balances and general collectibility of loans,
discounts and bills purchased, interest, other receivables, and delinquent accounts, as well as guarantees and
acceptances as of the balance sheet dates.

The Bank evaluates losses on particular loans on the basis of borrowers’ credit limit, principal and interests
payment capacity, and estimated value of collateral in accordance with “Regulations Governing the
Procedures for Banking Institutions to Evaluate Assets and Deal with Non-performing™on-accrual Loans™
(the “Regulations™). The Regulations require that loans be classified according to levels of collectibility,
provisions be made for outstanding credits at specific percentages.

Nonperforming loans were written off upon approval by the Board of Directors.
Long-term Investments

An investment is accounted for by the equity method when the Bank's equity exceeds 20% of the investee's
shareholding. Under this method, the investment is stated at cost and later adjusted for the Bank’s equity
in the investee’s net eamings (or net losses). The difference between the acquisition cost and the Bank’s
equity in an investee’s net assets when the investment is acquired or when the equity method is first
adopted, is amortized over five vears. Cash dividends received. are treated as a reduction of investment
cost.

Other long-term equity investments are accounted for at cost. Cash dividends received afier the year of
acquisition are treated as investment income. The carrying values of investment with no quoted market
prices are reduced by amounts attributable to other than temporary decline of market value below carrving
value, with the decline charged to current income.

For both equity-method and cost-method investments, stock dividends result only in an increase in the
number of shares and are not recognized as investment income. Cost of investments sold is determined by
the moving-average method.

Bond investments are also accounted for at cost.  Premiums or discounts on the bonds are amortized by the
straight-line method over the remaining maturity periods. Amortizations are added to or deducted from
interest income. The cost of bond investments sold is determined by the moving-average method.

An allowance for possible losses on foreign bond investments is based on the actual evaluation of the
foreign bond investment risk.

Properties

Properties are stated at cost less accumulated depreciation and impairment. Improvements and major
renewals are capitalized while repairs and maintenance are expensed currently.
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Depreciation is computed using the straight-line method over these estimated service lives:  buildings and
improvements, 5 1o 55 years; computer equipment, 3 to 7 years; transportation equipment, 3 to 7 years; and
miscellaneous equipment, 3 to 20 years. Properties that have reached their full residual values but are stll
being used are depreciated over their newly estimated service lives.

Upon sale or disposal of properties, cost, accumulated depreciation and impairment are removed from the
accounts, and any gain or loss is credited or charged to nonoperating income,

Collaterals Assumed

Collaterals assumed are accounted at cost and allowance for impairment is based on the fair value of the
collaterals assumed.

Deferred Charges

Deferred charges are accounted by obtaining cost, and amortized by the straight-line method over the period
of validity.

Convertible Bonds

The bond issue costs are deferred and amortized over the issuance period.

When the bonds are converted into the Bank's stocks, the amount of carrying amount of the bonds in excess
of the par value of the Bank’s stocks net with unamortized bond issue cost are treated as additional paid-in
capital.

Pension Cost

The bank has two tvpes of pension plans:  defined benefit and defined contribution.

The Bank recognizes pension costs under defined benefit plan based on actuarial calculations.
Unrecognized net transition obligation and unrecognized prior service cost are amortized over 26 and 23

vears, respectively.

Under the defined contribution plan, the Bank’s required monthly contributions to employees® individual
pension accounts at specific percentage of salaries and wage are recognized as pension costs.

Treasury Stock

Treasury stock is recorded at cost and treated as a deduction to arrive at stockholders’ equity. When
disposing treasury stock, if the disposal value is greater than the carrying value, the difference is recorded as
capital surplus and if the disposal value is lower than the carrving value, the difference is offset by capital
surplus that resulted from other treasury stock transactions with any remaining deficiency charged to
unappropriated earnings.

If the carrying value of treasury stock being retired is less than the sum of its aggregate par value on stock,
the difference is credited to capital surplus from treasury stock transactions.

Income Tax

Provision for income tax represents income tax paid and payable for the current year plus the changes in the
deferred income tax assets and liabilities during the year. Deferred income taxes are recognized for tax
effects of temporary differences, unused tax credits and cperating loss carryforwards, A valuation
allowance is provided for deferred tax assets that are not certain to be realized.

Adjustments of prior years' tax liabilities are added to or deducted from the current year's tax expenses.

Income taxes (10%) on unappropriated eamnings are recorded as expense in the vear when the shareholders
resolve 1o retain the earnings.

Income tax credits for certain research and development expenditures, personnel training expenses are
recognized in the period when acquisitions or expenses occur.

Foreign-currency Transactions

The Bank records foreign-currency transactions in their respective currencies. Except the Offshore
Banking Unit (OBU), gains or losses resulting from foreign currency transactions are recorded in New
Taiwan dollars at spot rate. Foreign-currency assets and liabilities are translated into New Taiwan dollars
at month-end prevailing rate. Unrealized foreign exchange gains or losses are credited or charged to
current income,

Exchange differences resulting from the translation of OBU’s period-end net assets are treated as
“cumulative translation adjustment™ under shareholders’ equity.

Dierivative Financial Instruments
a. Forward exchange contracts

Forward exchange contracts, which are used for trading purposes, are recorded at the contracted forward
rate. Upon settlement, gains or losses resulting from the difference between the spot rate on the
settlement date and the contracted forward rate are credited or charged 1o income. At year-end, gains
or losses on outstanding forward contracts arising from the differences between the forward rate
available for the remaining period of each contract and the contracted forward rate are credited or
charged to income; also, the balances of receivable and payable accounts are netted out, and the
resulting amount is classified as an asset or a liability.

b. Currency swaps contracts

Currency swaps contracts, which are used for trading purposes, are recorded at spot rates on the
transaction dates, and the corresponding forward-position assets or liabilities are recorded at the
contracted forward rates. The difference between the spot rate and the forward rate is amortized on the
straight-line basis over the contraci period and recorded as interest income or interest expense. At
year-end, the balances of receivables and payables are netted out, and the resulting amount is classified
as an asset or a liability.

c. Cross-currency swaps (CCS) contracts

Cross-currency swaps (CCS) contracts, which are used for nontrading purposes, are recorded at the
contracted forward rates. The related discounts or premiums are amortized on the straight-line basis
over the contract period. Net interests upon each contract are recorded as adjustments to revenue or
expense of the items being hedged.

d. Options contracts

Premiums paid and received for options, which are used for trading purposes, are recorded as assets and
liabilities, respectively. Gains or losses on the exercise of options are credited or charged to current
income. Options outstanding on the balance sheet date are marked to market. and the resulting gains
or losses are recognized currently.
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e. [Interest rate swap conftracts

The interest received or paid on each settlement or interest accrued on the balance sheet date for interest
rate swaps contracts, which are used to accommodate customers’ needs or to manage the Bank's
currency positions, is recorded as revenue or expense. The contracts were valued by the fair value
method.

f. Convertible bonds for asset swap contracts

Asset swaps contracts involve the exchange of interest paymenis on fixed-rate bonds and stock
conversion rights of convertible bonds with floating-rate interest. Gains or losses arising from the
differences between these rates are recorded as adjustments to interest income or expense associated
with the hedged bonds,

Interest Income and Service Fees

Interest income on loans is recorded on the accrual basis. For delinquent accounts, interest income is
recognized only when collection on these obligations is made. Under the regulations of the Banking
Bureau, Financial Supervisory Commission, Executive Yuan, the interest income on credits covered by
agreements that extend their maturity is recorded as deferred income and recognized upon collection.

Service fees are recorded as income upon receipt or when the related services are substantially completed.
Contingencies

A loss should be recognized if it is probable that an asset has been impaired or a liability has been incurred
and the amount of loss can be reasonably estimated.  If the loss is possible but the amount of loss cannot be
reasonably estimated, a footnote disclosure of the situation that might give rise to the loss should be made.
Asset Impairment

Since 2005, the impairment on long-term equity investments, properties, collaterals assumed and deferred
charges should be recognized whenever the recoverable amount of a asset or the cash-generating units of
assets is below the carrying amount.  If asset impairment is reversed, the increase in the carrying amount
resulting from the reversal is credited to current income. However, loss reversal should not exceed the
carrying amount (net of depreciation or amortization) had the impairment not been recognized.
Reclassifications

Certain 2004 accounts have been reclassified to be consistent with the 2005 financial statement presentation.

ACCOUNTING CHANGE

Effective 2005, the Bank began applving ROC Statement of Financial Accounting Standards No. 35
“Accounting for Asset Impairment”. This accounting change had no significant effect on the 2005
financial statements.

4. TRANSLATION INTO U.S. DOLLARS

The financial statements are stated in New Taiwan dollars. The translations of the 2005 of the New Taiwan
dollar amounts into U.S. dollar amounts are included solely for the convenience of readers, using the rate of
NT$32.85 to US$1.00, the average of the buying and selling exchange rates quoted by the Bank of Taiwan on
December 31, 2005. The convenience translations should not be construed as representations that the New
Taiwan dollar amounts have been, could have been, or could in the future be, converted into U.S. dollars at
this or any other exchange rate.

. CASH AND CASH EQUIVALENTS

December 31
2004 2005
NTS NTS USS (Note 4)
Cash on hand $ 1,206,108 § 1,313,428 S§ 39,983
Checks for clearing . 800413 1,246,921 37,958
Due from banks 1,646,885 1.097.359 33.405

i 3653406 § _3.657.708 §__111.346

6. DUE FROM BANKS AND THE CENTRAL BANK

December 31

2004 2005

NTS NTS USS (Note 4)
Call loans to banks $§ 7275040 % 8903110 § 271,023
M.T. dollar deposit reserve - Type A 3,748,881 3,864,539 117,642
M.T. dollar deposit reserve - Type B 4,238,508 4,767,608 145,133
Financial Information Service Co., Ltd. account 200,628 206,108 6,274
Foreign-currency deposit reserve 20.746 21,352 650

£.15.483.803 § 17762717 §$ 540722

The N.T, dollar deposit reserves are required by law and determined at prescribed rates for average deposit
balances, The Type B reserve cannot be withdrawn and is adjusted on the monthly basis.

Foreign-currency deposit reserves are required by law and determined at prescribed rates for average
deposit balances. The reserve may be withdrawn at any time and earn no interest.
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7. SECURITIES PURCHASED

December 31

2004 2005
NTS NTS USS (Note 4)
Negotiable certificates of deposits $ 13,400,000 § 16,500,000 $ 502,283
Convertible corporate bonds 3,377,466 4,445,112 135,316
Government bonds 153,759 970,630 29,547
Listed and over-the-counter stocks 607,651 565,927 17,228
Mutual funds 330,000 275,125 8.375
Commercial paper 847,608 - -
Securities purchased under resell agreements 813.371 - -
19,529,855 22,756,794 692,749
Less:  Allowance for decline in value - 15.576 474

i 10520855 3 22741218 3 _692.273

The market value or reference prices of the above securities purchased as of December 31, 2004 and 2005
were as follows:

December 31

2004 2005

NTS NTS USS (Note 4)
Megotiable certificates of deposits $ 13,400,000 % 16499463 § 502,267
Convertible corporate bonds 3,395,687 4,445,922 135,340
Government bonds 153,461 066,007 29,407
Listed and over-the counter stocks 622,875 547,630 16,671
Mutual funds 320,184 282,196 8.590
Commercial paper 846,396 - -

As of December 31, 2004 and 2005, negotiable certificates of deposits of $4,100,000 thousand and
$3.650,000 thousand had been provided as collateral for the day-term overdraft required upon joining the
Central Bank’s clearing system of real-time gross settlement (RTGS). The pledged amount is adjustable
according to the overdraft amount.

8. RECETVABLES

December 31

2004 2005
NTS NTS USS (Note 4)
Credit card $ 28.507.879 § 23,703,548 $ 721,569
Factoring 2,700,396 4,072,578 123,975
Interest 583,874 871,622 26,533
Acceptances 094,197 755,408 22,996
Share in foreclosed assets auctioned off 137,990 372,783 11,348
Forward exchange contracts receivable 38,571 270,531 8,235
Others 536.193 637,438 19.405
33,499,100 30,683,908 934,061
Less: Allowance for possible losses 266.756 1.561.713 47,541

§£33232344 § 20122195 § 886,520

9, LOANS, DISCOUNTS AND BILLS PURCHASED

December 31
2004 2005
NTS NTS USS (Note 4)
Bills purchased and discounts 5 678,065 % 766,724 § 23,340
Short-term loans 34,262,256 48,112,768 1,464,620
Medium-term loans 47,352,311 61,024,750 1,857,679
Long-term loans 88,749,995 101,795,263 3,098,790
Delinquent accounts _2932.605 2.500.574 76.121
173,975,232 214,200,079 6,520,550
Less:  Allowance for possible losses 2.064.584 1.986.074 60,458

£ 171.910.648 § 212214005 §_6.460.092

As of December 31, 2004 and 2005, the balances of loans without accruing interest were $2,932,605
thousand and $2,500,574 thousand, respectively. For loans that became delinquent accounts, the deferred
interest incomes were $184,175 thousand and $105,946 thousand for the vears ended December 31, 2004
and 2005, respectively.

In 2004 and 2005, the Bank had written off certain credits only after completing the required legal
procedures.

The changes in the allowance for possible losses on receivables, loans, discounts and bills purchased are
summarized below:

NTS
Loans, Discounts and Bill
Purchased
Receivables  Specific Risk General Risk Total
Balance, January 1, 2004 £ 74040 $ 1,694,794 § 379518 § 2,148,352
Provision (reversal) 1,789,756 (964,994 ) 352,381 1,177,143
Write-off (1,899,930) (1,228,416) - (3,128,346)
Recovery 107,057 2,031,163 - 2,138,220
Reclassification 195,833 (195,833) - .
Effects of currency translation - - (4.029) (4.029)
Balance, December 31, 2004 § 266756 § 1336714 § 727870 § 2331340
Balance, January 1, 2005 $ 266,756 % 1336714 § 727,870 § 2,331,340
Provision (reversal) 4.316,505 235,10 (201,825) 4349781
Write-off (3,273,408) (1,040,800} - (4,314,208)
Recovery 251,860 926,348 - 1,178,208
Effects of currency translation - - 2.666 2,666

Balance, December 31, 2005 § 1561713 § 1457363 § 528711 § 3.547.78]
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10. LONG-TERM INVESTMENTS

December 31
2004 2005
%o of %% of
Owner- Owner-
NTS ship NTS USS (Note d)  ship
Equity investments
Equity method
Far Eastern Asset Management Co., Lid. $ 1,018,763 10000 § 2755422 % £3,879 100,00
Dah Chung Bills Finance Corp. 1,198,227 2256 1,232,627 37523 2256
Far Eastern Alliance Asset Management Co., Lid. 161,516 5999 190,700 5,805 60,00
Far Eastern Life Insurance Agency Co., Lid. 89,585 100,00 108,322 3208 100.00
Far Eastern Technical Consultants Co., Ltd. 9.814 30.00 12,005 365 30.00
Far Eastern Property Insurance Agency Co,, Lid. 3,759 100,00 7,757 236 100.00
Far Eastern Intemational Finance Corp. 4,106 100,00 4,237 129 100,00
Far Eastern Intemational Leasing Corp. 531400 3990 - - -
3017170 4,311,070 131.235
Cost method
Far Eastern Intemnational Leasing Corp. - - 525375 15,993 16.80
Cheng 1 Food Co., L1d. 46,529 8.15 46,529 1.417 B.15
Financial Information Service Co., Ltd, 45,500 1.14 45,500 1,385 1.14
ERA Communications Co., Ltd. 200,000 3.70 45,000 1,370 1.37
Mondex Taiwan Co., Lid. 25,000 6.47 6,400 195 6.47
An Feng Emterprise Co,, Lid. 3,000 10.00 3,000 91 10,00
Taipei Forex Inc. B00 0.40 00 24 040
320,820 672604 20,475
—3.337.959 4.983.674 151.710
Bond investments
Government bonds 1,917,637 9,005,505 274,140
Floating-rate notes 450,407 410,340 12,491
Foreign corporate bonds 159,585 161,504 4916
2,527,629 5,577,349 261,547
Less:  Allowance for possible loss on foreign bond
investments — 145,615 — 213130 _ 6348
2.382.014 936,199 _ 24008
iLT20013 14345873 F 435708

In January 2005, the Bank did not subscribe for the newly issued shares of Far Eastern International Leasing
Corp.; thus, the Bank’s holdings in the investee decreased from 39.9% to 16.80% and the accounting
treatment for this investment was changed from the equity method to the cost method.

In July 2005, the Bank acquired all of the newly issued shares of Far Eastern Asset Management Co., Ltd,
for $1,000,000 thousand.

In July and December of 2005, Far Eastern Alliance Asset Management Co., Ltd. reduced its capital to
offset its deficit and then had a capital injection by issuing new shares. The Bank's holding cost was
increased by $88.001 thousand; however, decreased by 544 thousand shares. The Bank’s sharcholdings
increased from 59.99% to 60.00%.

In August 2005, ERA Communications Co., Ltd, reduced its capital to offset its deficit and then had a
capital injection by issuing new shares. The Bank recognized its investment loss in $155,000 thousand.
However, the Bank did not subscribe for any newly issued shares, the Bank’s shareholdings decreased from
3.7% 10 1.37%.

In July 2005, Mondex Taiwan Co., Ltd. reduced its capital to offset its deficit. Thus, the Bank recognized
its investment loss in £18,600 thousand.

11.

12.

In December 2004, the Bank transformed its debt from Cheng I Food Co., Ltd. into 4,563 thousand shares at
their face value of $46,529 thousand.

The carrying value of the equity-method investments as of December 31, 2004 and 2005 was based on
sudited financial statements of investees for the same period as the Bank, except for 2004 and 2005
financial figures of Far Eastern International Finance Corp., which were based on unaudited financial
statements.

All subsidiaries were included in the consolidated financial statements for the year ended December 31,
2005.

As of December 31, 2005, bond investments of $188,500 thousand had been pledged for various purposes
(Note 25).

PROPERTIES

Accumulated depreciation consisted of:

December 31
2004 2005
NTS NTS USS (Note 4)
Buildings and improvements 5 250,608 % 281,631 § 8,573
Computer equipment 412,653 480,043 14,613
Transportation equipment 27,170 28,854 878
Miscellaneous equipment 701.500 776,482 23.638

§_139193] § 1567015 §__ 47702

As of December 31. 2004 and 2003, property insurance amounted to about $1,530,193 thousand and
$1.777.904 thousand, respectively. No interest was capitalized in 2004 and 2005.

OTHER ASSETS
December 31
2004 2005
NTS NTS USS (Note 4)
Collaterals assumed - allowance for impairment of
$232,626 thousand and $268,187 thousand as of
December 31, 2004 and 2005 $ 1,513,799 § 1319485 § 40,167
Refundable deposits 1,007,120 688,556 20,961
Deferred income tax (Note 19) 624,277 611,394 18,612
Option value purchased 2,828,670 358,695 10,919
Deferred charges 272,997 203,862 6,206
Others - 373 11

26246863 § 3182360 §___96.876

As of December 31, 2004 and 2005, portions of refundable deposit $755,795 thousand and $392,229
thousand, respectively, had paid to enhance the credit limit with the Bank’s counter-parties.
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13. DUE TO BANKS

Call loans from banks
Due to banks

Owerdraft

Due to the Central Bank

14. PAYABLES AND ADVANCES

Checks for clearing
Accrued interest
Factoring

Acceptance

Accrued bonus
Settlement of securities
Accrued expenses
Advances from loan client
Others

15. DEPOSITS AND REMITTANCES

Checking

Demand

Time

Negotiable certificates of deposit
Demand savings

Time savings

Remittances

December 31
2004 2005
NTS NTS USS (Note 4)
§ 7336602 5 11304636 §$ 344,129
349,510 5,457,603 166,137
6,641 54,513 1.660
28,191 37,823 1,151

17720944 § 16834575 § 513077

December 31

2004 2005
NTS NTS USS (Note 4)
5 300,413 £ 1,246921 3 37,958
791,578 1,245,167 37,905
624,043 1,026,326 31,243
004,197 755,408 22 996
380,752 407,844 12,415
46,838 141,778 4316
118,077 125,353 3.816
93,281 122,084 3.716
524929 537,995 16,377

4374108 3 _O0.60887¢ & 170742

December 31

2004 2005
NTS NTS USS (Note 4)
§ 2120895 $§ 2402215 § 73,127
16,899,261 16,651,000 506,883
76,869,385 93,662,782 2,851,226
14,530,000 8.734.000 265,875
28,318,367 31,001,953 043,743
60,030,180 75,558,577 2,300,109
33.202 42.252 1,286

§ 198,801,291 § 228.052.878 §_ 6,942,249

inancial Slalements

16. BANK DEBENTURES

Subordinated bank debentures - 2002.06.28-2007.06.28 Interest payable on June 28 §
five year maturity; 1 of first

issue in 2002 -

Subordinated bank debentures -

five year maturity; 2™ of
first issue in 2002

Senior bank debentures -
five vear maturity; first
issue in 2003

Semior bank debentures -
five vear maturity; second
issue in 2003

Senior bank debentures -
five vear maturity; third
issue in 2003

Senior bank debentures -
five vear maturity; fourth
issue in 2003

Senior bank debentures -
five and half vear
maturity; fourth issue in
2003

Senior bank debentures - five
year matarity; first issue in
2004

Senior bank debentures - five
year maturity; second issue
in 2004

Senior bank debentures - five
year maturity; third issue
in 2004

Senior bank debentures - five
vear maturity; fourth issue
in 2004

Senior bank debentures - five
year maturity; first issue
i 2005

Senior bank debentures - five
vear maturity; second issue
in 2005

The Issuing Period Mote

each year; floating
interest rate
2002.07.31-2007.07.31 Interest payable on January
31 and July 31 each
vear; flodting interest
rale
2003.02.11-2008.02.11 Interest payable on
February 11 and August
11 each year; floating
interest rate at 4.6% less
6 months' LIBOR
2003.07.18-2008.07.18 Interest paveble on July 18
cach year; 1.42%
interest
2003.09.05-2008.00.05 Interest payable on March
5 and September 5 each
year; flosting inferest
rate
2003.10.17-2008.10.17 AB.D.EF, coupons:
Interest payahle
quarterly; C.G.H.L
coupons:  Interest
payable on Qotober 17
each year; 2.2096-2.25%
interest
2003.10.17-2009.04.17 Interest payable on April
17 and October 17 each
year; floating interest
rite
2004.03.25-2009.03.25 A.B.C.D.EF. coupons:
Interest payable
quarterly; G coupon:
Interest payable half o
year; floating interest
rate
2004.05,14-2009,05.14 Interest payable on May 14
and November 14 each
year; floating interest
rate
2004.07.07-2009.07.07 A.B.C.D. coupons:
Interest piyable
quarterly; floating
interest rate;
E.F.G.H.ILK. coupons:
Interest pavable
quarterly; 2.50%-2.52%
imterest
2004.12.22-2009.12.22 Interest payable on
December 22 cach year;
2.25% interest
2005.03.30-2010.03.30 Interest payable quarterly;
2.000%-2.05% interest

2005.04.11-2010.04.11 Interest payable quarieriy;
2.09%-2.10% intcrest

700S Aussal

n+0 33K
December 31

2004

NTS NTS USS (Note 4)

2,000,000 $ 2,000,000 § 60,883

3,000,000

2,000,000

1,500,000

700,000

2,100,000

700,000

1,800,000

)

3,000,000

3,000,000

3,000,000

2,000,000

1,500,000

700,000

2,100,000

1,200,000

© 3,000,000

3,000,000

2,000,000

1,000,000

91,324

60,833

45,662

21,309

63,927

21,309

54,795

36,530

91,324

91,324
60,883

30,441

(Continued)

s
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December 31

2004 2005
Ttem The Issuing Period MNote NTS NTS USS (Note 4)

Senior bank debentures - five  2005.05.05-2010.05.05 Interest payable on May 5 § - £ 2000000 § 60883

year maturity; third issue each year; 2.02%
in 2005 interest
Senior bank debentures - ten  2005,08.26-2015.08.26 Imerest pavable on August - 3,000,000 91,324
year maturity; fourth issue 26 cach year; 2.30%
in 2005 interest

21000000 5 29000000 S __B82.801

CONVERTIBLE BONDS PAYARBLE

The Bank issued USE110,000,000 in Euro convertible bonds on July 31, 2003. As of December 31, 2004
and 2005, the convertible bonds payable were $2,073,009 thousand (US5864,950 thousand) and $608,546
thousand (US$18,525 thousand), respectively.

Issue terms of the Bonds are as follows:

a. Aggregate issue size: US$110,000 thousand (including an additional issue amounting to US$10,000
thousand)

b. Issue denomination: TUS$1,000

c. Issue price:  100% of par (the par value is also the bond issue price)

d. Tssue period: Five years.

e. Coupon rate: 0% per annum.

f. Conversion securities: The Bonds will be convertible into newly issued common stocks of the Bank.

g. Conversion period: Except in the event that Bonds are previously redeemed, purchased, converted or
cancelled and during the Closed Period (as defined in the trust deed), holders of the Bond have the right
to require the Bank to redeem all or any portion of the Bonds from January 27, 2004 to July 16, 2008.

h. Conversion price: The number of common stocks to be delivered upon conversion of the Bonds will
be determined by dividing the principal amount of the Bonds by the conversion price at the fixed
exchange rate of NT$34.404=US3%1.00 in effect on the conversion date, At a conversion price per
share of NT$17.52 and adjusted conversion price per share of NT$15.93 since July 17, 2005.

i. Redemption at the options of the Bond’s holders: Holders of the Bonds have the right to require the
Bank to redeem all or any portion of the Bonds.

1) On July 25, 2005.

2) If the common stocks of the Bank officially cease to be listed on the Taiwan Stock Exchange (TSE)
for a peried of at least five consecutive trading days.

3) There is a Change of Control (as defined in the trust deed, such as the changes in the majority
directors of the Bank) of the Bank.

18.

j. Redemption at the options of the Bank: The Bank has the right to require the holders of the Bonds to

redeem all or any portion of the Bonds.

1) The Bank may redeem the Bonds at early redemption value in whole or in part, beginning August
15, 2005 to July 30, 2008 after the issue date, provided that the closing price of the commeon stocks
on the TSE translated into U.S. dollars at the prevailing rate for a period of 30 consecutive trading
days is at least 130% of the conversion price then in effect translated into U.S. dollars at a
pre-determined exchange rate set on the pricing date.

2) The Bank may redeem the Bonds at any time in whole but not in part at an early redemption value if
at least 90% in principal amount of the Bonds have already been redeemed, converted, or purchased
and cancelled.

3) If as a result of changes relating to tax laws in the Republic of China, the Bank becomes obligated
to pay any additional amounts
k. Redemption method: Unless previously redeemed, purchased and cancelled or converted, the Bonds
will be redeemed on the maturity date at 100% of par value.

|. Trading spot: The Bonds were listed on the Luxembourg Stock Exchange.

From January 27. 2004 to December 31, 2005, the Bonds amounting to US$91,475 thousand were
converted into 183,451 thousand common stocks and transformed $1,095,783 thousand capital surplus.

PENSION PLAN

Under the Labor Pension Act (the “Act™), which took effect on July 1, 2005 and the Labor Standards Law,
the Bank has pension plans for all regular employees.

Under the Labor Standards Law, the Bank contributes an amount equal to 2% of salaries and wages paid
each month to a pension fund (the Fund). The Fund is administered by a pension fund monitoring
committee (the Committee) and deposited in the Committee’s name in the Central Trust of China.

The Act provides for a defined contribution benefit plan. Under this plan, the service years of employees
who were subject to the Labor Standards Law before the enforcement of the Act and then chose to be
subject to the pension mechanism under the Act were not cancelled. However, those hired on or after July
1, 2005 automatically become subject to the Act. Based on the Act, the amount of the Bank's monthly
contributions to the employees® individual pension accounts since July 1, 2005 is at 6% of salaries and
wages. For the six months ended December 31, 2005, the Bank recognized a defined contribution pension
cost of $34,256 thousand.

Other defined benefit pension information is summarized as follows:

a. Net periodic pension cost

2004 2005
NTS NTS USS (Note 4)
Service cost § 59,683 § 51,485 % 1.567
Interest cost 14,233 17,995 548
Amortization of unrecognized benefit obligations at
transition and prior service cost 1,174 1,174 36
Projected return on plan assets (3.482) (4.391) (134)

571608 § 66263 § 2017

Pension cost
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b. Reconciliation of pension fund contributions and accrued pension liabilities

Benefit obligation
Vested benefit obligation
Non-vested benefit obligation
Accumulated benefit obligation
Effects on employees’ future salary level
Projected benefit obligation
Fair value of plan assets
Pension fund contribution
Unrecognized net transition obligation
Unrecognized prior service cost
Unrecognized net loss

Accrued pension liabilities

Vested benefit

¢. Actuarial assumptions for pension obligation

Discount rate
Incremental rate for emplovees’ future salary level
Expected rate of return on plan asset

d. Summary of changes in the pension fund

Balance, beginning of vear
Contributions

Interest income

Payments

Balance, end of year

December 31
2004 2005

NTS NTS USS (Note 4)
5 - 5§ (13,714) % (417)
_(349.160) (431.503) (13.136)
(349,160) (445.217) (13,553)
(171,746 (217.574) (6.623)
(520,906 ) (662,791) (20,176)

111.006 140,295 4271
{409,900 ) (522,496) (15,905)

11,554 10,875 331

8,779 8.284 252

45,777 129.118 3.930

3 _(3437090) § (374219) § _ (11.392)

2 = 14832 § 432
2004 2005

3.5% 2.75%
2.5% 2.5%
3.5% 2.75%

2004 2005
NTS NTS USS (Note 4)
$ 90,046 § 111,006 § 3379
22,947 27479 837
1,196 1,810 55
(3.183) : :
§ 111006 § 140205 § 427

19. INCOME TAX EXPENSE

]

a. To reconciliation of income tax based on pretax accounting income at statutory income tax rate and

income tax expense was as follows:

2004 2005
NTS NTS USS (Note 4)
Tax on pretax income at statutory income tax rate (25%) $ 857,742 § 375284 § 11,424
Tax effects of offshore business unit (35,898) {16,482 ) (502)
Add (deduct) tax effects of:
Permanent differences (105,672) {326,306) {9,933)
Temporary differences 11.901 {79.776) (2.428)
Current year’s income tax 794,073 47,852 1,457
Separate tax on interest of short-term negotiable
instruments (28,890 ) (47,852) (1,457)
Income tax (10%) on unappropriated earnings - 65,328 1,988
Investment tax credit (5,345) (41,197) (1,254)
Loss carryforwards (759.838 ) - -
Income tax currently payable - 24,131 734
Withholding tax {18.630) (20.666 ) (629)

Currently payable (refundable income tax)

b. Income tax consisted of:

'§__(18630) 5 _3.465 § 105

2004 2005

NTS NTS USS (Note 4)
Current year's income tax $ 794073 % 47,852 3 1,457
Unappropriated earings - 65,328 1,988
Change in deferred income tax (375,063 ) (24,864 ) (757)
Investment tax credit (5,000) (5,000) (152)
Prior year's adjustments {11) 10,467 319

Income tax expenses

¢. Deferred income tax assets (calculated at 25% rate) consisted of:

S 413999 3 ___ 23783 §__2.833

December 31

2004 2005

NTS NTS USS (Note 4)
Unused loss carryforwards § 414,130 § 554369 §F 16,876
Amortization of premium on bonds investment - 27,550 838
Unrealized loss (gain) on exchange 62,786 (40,354 ) (1,228)
Unrealized gain on derivatives - (47,872) {1,457)
Unrealized loss on impairment of collaterals assumed 58,156 67,047 2,041
Provision for pension cost over limit 52,459 60,113 1,830
Unused investment tax credits 36,543 - -
Others 203 241 7

624,277 621,094 18,907
Less: Allowance - 9.700 295

§_624277 § 611394 § 18612
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d. Information on the Integrated Income Tax System is as follows:

December 31
2004 2005
NTS NTS USS (Note 4)
Period-end balance of imputed tax credit b 37,142 5 37500 % 1,142

The actual ereditable tax ratio for the distribution of the 2004 earnings was 3.44%. The estimated
creditable tax ratio for the distribution of 2005 eamnings is 1.45%.

The tax credits allocated to shareholders are based on the balance of the imputation eredit account (ICA)
on the dividend distribution date. There is no unappropriated earnings belong to the years before 1997,

f.  Asof December 31, 2005, the Bank had unused loss caryforwards, with expiry years as follows:

Unused Loss
Carryforward
NTS Uss
2007 (assessed) $ 459237 § 13,980
2010 (estimated) 95,132 2,896

g. Income tax returns through 2002 had been assessed by the tax authorities. For the Bank’s 2000 to
2002 income tax returns, the tax authorities denied the interest income on the amortization of $110,201
thousand in premium on bond investments. The Bank appealed this denial but nevertheless recognized
$27,550 thousand as related income tax expense.

20. SHAREHOLDERS' EQUITY

The Bank’s Articles of Incorporation provide that the annual net income (less accumulated losses, if any)
must be appropriated as follows:

a. 30% as legal reserve;
b. Special reserve at a percentage based on the relevant law or regulations; and
c. Portion to be retained on the basis of operational needs.
d. Any remainder:

Bonus to sharcholders

Remuneration to directors and supervisors
Bonus to employees

E |mmﬁ =

The dividend policy of the Bank is to distribute at least 10% of the appropriated earnings as cash dividends.
This policy will be evaluated and adjusted in the future after taking into account factors such as the level of
its future operations and investment requirement. The Banking Law provides that cash dividends and
bonuses may not exceed 15% of paid-in capital if the legal reserve has not equaled the paid-in capital.

Because treasury stocks amounting to $265,790 thousand had not been transacted within the required
deadline, the board of directors approved the cancellation of these shares on August 3, 2004, and capital
surplus from this cancellation was $101,531 thousand.

On April 16, 2004 and May 18, 2005, the shareholders® meeting, approved the appropriation of 2003 and
2004 earnings as follows:

2003
Dividends
Per Share 2004
Earning (in Dividends Per Share
Appropristion _Dollars) ~ Earnings Appropristion ___ (in Dollars)
NTS NTS NTS uss NTS Uss
{Note 4) (Note 4)
Offset of deficit against net income § 2504067 § - s - £ - 5 - 5 -
Legal reserve 269,220 - 905,090 27,552 - -
Cash dividends (Note) 577,285 03922 857,122 26,092 0.5227 0.0139
Stock dividends (Note) - - 1,028,546 31,310 (L6273 0.0191
Remunerution to directors and supervisors 12,550 - 40,5493 1,248 - -
Baonus to employees - cush 37,649 E 55,899 1,702 - -

Bonus to employees - stock - 67.07% 2042 = -

$340077) 5 03022 $2954729 § 89946 § _LIS00 §_00350

MNote:  There were differences between the actual outstanding shares and expected outstanding shares on
dividends and ex-right distribution date. The shareholders’ cash dividends and stock dividends
increased from NT$0.5 to NT$0.5227 and from NTS0.6 to NT$0.6273 respectively, in 2004, The
shareholders® stock dividends decreased from NT$0.395 to NT$0.3922 in 2003.

Had the bonus to employees and remuneration to directors and supervisors been expensed in 2003 and 2004
instead of being accounted for as earnings distributions, the pro forma basic EPS of net income of 2003 and
2004 would have decreased from NT$2.35 to NT$2.39 and from NT$1.82 to NT$1.93.

Under the Company Law, the appropriation for legal reserve must be made until the reserve equals paid-in
capital. The reserve may be used only to reduce or offset deficit. When the amount of the legal reserve
shall have aggregated up to 50% of the paid-in capital, and one half of the amount of such legal reserve may
be capitalized.

As of March 10, 2006, the date of the accompany auditors report, the appropriation of the 2005 earnings had
not been resolved by the board of directors. The resolution on this appropriation will be announced
through the Market Observation Post System on the Web site of the Taiwan Stock Exchange.

Under the Integrated Income Tax System, which took effect on Januvary 1, 1998, R.O.C.-resident
shareholders will be allocated a tax credit for the income tax paid by the Bank on carnings generated since
1998, which is maintained in the imputation credit account (ICA)., The allocation of income tax credits is
based on a creditable tax ratio, which is determined on the dividend ex-right date by dividing the ICA
balance by the amount of unappropriated earnings.

The Bank’s foreign shareholders are not entitled to the tax credit described above, except those related to
10% income taxes on unappropriated earnings actually paid by the Bank. The foreign shareholders’ share
in such tax will be used to reduce the final withholding tax on their dividends.

Capital Surplus

Under the Company Law, capital surplus may only be used to offset a deficit. However, the capital surplus
from the issue of stock in excess of par value (including treasury stock) may be capitalized and transferred
to capital but subject to a specified limit and only once a year. Capital surplus resulted from an
equity-method investee’s surplus may not be capitalized.
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PERSONNEL EXPENSES, DEPRECIATION AND AMORTIZATION

Personnel expenses
Salary and bonus
Insurance
Pension
Others

Subtotal

Depreciation

Amortization

EARNINGS PER SHARE

2004 2005
NTS NTS  USS (Note 4)
$ 1485528 § 1,680,546 § 51,158
95,471 115,928 3,529
70,304 104,543 3,182
89.271 118.717 3,614
1,740,574 2,019,734 61,483
213,439 237,580 7,232
1.367 2.116 65

3 1955380 § 2259430 § ___68.780

The numerators and denominators used in calculating earnings per share (EPS) were as follows:

2004

Basic EPS
Net income

Net income
Convertible bonds

Diluted EPS

2005

Basic EFS
Net income

MNet income
Convertible bonds

Diluted EPS

NTS (Numerator) Thousands
Before After Shares

Income Tax Income Tax (Denominator)

£.3.430.967 § 3.016,968

5 3,430,967 § 3,015,968 1,565,617
9.728 1.296 223.053

3. 3440605 § 3.024264 __LI8R.670

§ 1,501,138 § 1,407,355 1,756,587
3.254 2.440 71.040

£.1504,392 § 1400795 __L827.627

_EPS (NT Dollars)

Before After
Income Income
Tax Tax

$ 219 § 193

i 192 § 162

§.08 3080

The denominator of earnings per share in 2004 was adjusted for the effect of earnings capitalizartion.

Reason for repurchase

Transfer to employees

For the year ended December 31, 2004

. TREASURY STOCK OF COMMON STOCK (DECEMBER 31, 2005: NONE)

Changes in Treasury Stock (Thousand Shares)

Beginning

Ending

Balance Acquisition Disposal  Balance

The Securities and Exchange Law states that the treasury stock purchased should not exceed 10% of total
shares issued and the purchase cost should not exceed the sum of total retained earnings, capital surplus in
excess of par value and realized capital surplus at time of purchase. In addition, treasury stock should not
be pledged and the Bank should not exercise shareholders’ rights on the stock.

In 2004, 26,579 thousand shares of treasury stock were canceled due to not being transferred within a
certain period (Note 20), and 36,755 thousand shares were transferred to the Bank’s employees at the
acquisition cost.

. RELATED-PARTY TRANSACTIONS

The Bank has business transactions with the following related parties:

Related Party Relationship with the Bank
Far Eastern Asset Management Co., Litd. Subsidiary
Far Eastern Electronic Toll Collection Co., Lid. Common chairman
Far Eastern Textile Ltd. Common chairman
Asia Cement Corporation Common chairman
Far Eastern Depariment Store Corp. Common chairman

Commeon chairman
Commeoen chairman

U-Ming Marine Transport Corp.
Yuan-Je University

Yuan Ding Co., Ltd. Common chairman
Yuan Ding Investment Co., Lid. Common chairman
By Ding Investment Co., Ltd. Commeon chairman

Feds Asia Pacific Development Ltd. Common chairman
Far Eastone Telecommunications Co., Ltd. Common chairman
U-Ming Hong Kong Corp. Common chairman
Other Bank's supervisors and managers and relatives

of the Bank's chairman

Significant transactions and account balances with the above parties are summarized as follows:

a. Loans
For the vear
2004
Year Ended
Balance  Credit Line  Interest Rate  _Inierest
NTS NTS NTS
Far Enstern Textile Lid. £ 870,29 § 1,500,000 1.35% $ 5332
U-Ming Hong Kong Corp. 478,755 478,755 1.80313%- 10,078
3.1750%
Far Eastern Department Store Corp, 350,000 500,000 1.35% 761
By-Ding Investment Co., Lid. 300,000 00,000 1.35%1.40% 1,118
Feds Asia Pacific Development Lid, 121,220 181,830 2.5846% 2,086
Y uan Ding Investment Co, 105, D00 1,000,000 1.35% 918
Asia Cement Corporation 100,000 500,000 1.35% 4
U-Ming Marine Transport Corp, 65,000 98,000 1.35% 13
Yuan-Je University 53,647 335,000 2.80% 1,627
Far EasTone Telecommunication Co., Ltd. 34,000 217,200 2.5413% 1,204
Others 39990 46,530  2.37%%-4.05% 1,023
£.2.521.908
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2005
Year-end Balance Credit Line Interest Rate Interest
NTS uss NTS LSS NTS LSS
(Mote 4) (Note 4) (Mote 4)
Far Ezstern Asset $ 870,000 § 26484 § 1000000 § 30441 L179%-180% § 1688 § 51
Management Co., Lud.
Far Eastern Textile Lid. 304,449 15,356 1,500,000 45,662 1.53% 6,909 210
Far Eastern Department 500,000 15221 500,000 15,221 1.54% 2245 68
Store Corp.
Asia Cement Corporation 364,838 11,106 500,000 15,221 1.55% 971 30
U-Ming Hong Kong Corp. 147,825 4,500 452,750 15,0600 5.15438% 12,228 372
Feds Asia Pacific 60,610 1,843 181,830 5,535 18T 2,346 71
Development Lid.
Other 30,082 916 45,402 1,382 2.21%-4.42% 697 21

£24770.804 5 73428

Under the Banking Law, except for consumer loans, credits extended to any related party should be
fully secured, and the terms of credits should be no superior than those extended to third parties.

Export bills negotiation

2004 2005
NTS NTS LSS (Note 4)

Year-end Year-end Year-end Credit

Balance  Credit Line Balance  Credit Line Balance Line

£ 105377 1500000 5 __ 47062 S 1500000 § 1433 5 _43.667

Far Eastern Textle Lid.
Guarantees

Far Eastone Telecommunication Co.,

Lid, e J224] 397200 & CE = & = i =
Letters of credit issued

Far Eastern Textile Ltd. 5 SHE - 518681 S 1300000 S __ 599 § 45563
Deposits
December 31
2004 2005
Interest Interest
NTS Rate NTS USS (Note 4) Rate
Total balances § 12706943 0%-7.25% § 17428646 & 530552 0%-7.25%

Each related party’s balance did not exceed 5% of total deposits.
Operating and administrative expenses

The Years Ended December 31

2004 2005
USS
NTS % NIS  (Noted) %

Rental - Yuan Ding Co., Ltd. $ 79226 2 § 79589 § 2423 2
Other 69.688 2 6251 190 :

§ 148914 4 5 83840 § 2613 __2

g

In June 2004, the Bank signed a contract with Far Eastern Asset Management Co., Ltd. for the latter to
manage part of the Bank’s delinquent credit and collaterals. The Bank should pay management and
service fees based on the contract. The management fee, calculated at a percentage of the credit rights
balance, was paid on the contract date and amortized over the average credit recovery period. The
monthly service fee is calculated at a percentage of the recovering balance of the credit. In 2004 and
2005, the transaction balances were as follows:

he Yea ed Dece ril
—_2004 2005
NTS NTS USS (Note 4)
Service charges 5 3,160 % 70,044 % 2,132
Operating and administrative expenses 6,355 10,894 332
December 31
___ 2004 2005
NTS NTS USS (Note 4)
Other assets - deferred charges § 26326 §% 15433 § 470
Accrued expenses 7,449 22,454 684

In January 2005, the Bank signed a contract with Far Eastern Electronic Toll Collection Co., Ltd.
(FETC) to launch a co-brand credit card in connection with the electronic toll collection system on high
ways. The Bank should pay FETC the cost of on board unit for its cardholders and §7,339 thousand
had been paid in 2005.

25. PLEDGED ASSETS

26.

Negotiable certificates of deposits - securities purchased
Bonds - long-term investmenit 313.400 188.500 5.738

December 31
2004 2005
NTS NTS USS (Note 4)

§ 4,100,000 $ 3,650,000 § 111,111

34413400 3 3838500 §__116,849

The above-listed pledged assets have been provided as collaterals for the day-term overdraft upon joining
the Central Bank’s clearing system of real-time gross settlement (RTGS, Note 7), for the provisional seizure
of debtors” assets and for credit card transaction reserves.

CONTINGENT LIABILITIES AND COMMITMENTS

In addition to Note 29, the Bank’s regular contingency liabilities and commitments as of December 31,
2005 are summarized as follows:

a. As of December 31, 2005, bonds with a total value of $2.414,518 thousand was sold under agreements

to repurchase for $2,415,264 thousand by January 5, 2006.
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The Bank leases part of its office premises under agreements (the relative refundable deposits was
$63,162 thousand) that will expire between 2006 and 2010,

Minimum rentals for the next five years are summarized as follows, excluding imputed interest:

Year NTS USs
2006 § 209,511 § 6378
2007 70,495 2,146
2008 54 578 1,661
2009 30,447 927
2010 672 20
Balance sheet of trust accounts and trust accounts property
Balance Sheets of Trust Accounts
2005
Assets NTS 58 Liabilities NTS NTS L5
Bank d:pml L = 3 el A 4 214 Trust capits] $ 19312540 § 24100450 £ 733651
Shert-aerm invesimen 1935040 23638107 719477 Reserveand deficie - (39435) {1200}
Accosni receivable = 1 -
Realty, mez CR— -5 | N—r ) ]
Total Eleanodg E A061015 ETIRAN] Toul- $.10300540 S 408101 I 13043l
Trust Account Properties
2004 2005

Investment Portfolio NTS NTS USs
Bank deposit £ 5 7.027 § 214
Short-term investment

Funds 18,982,239 22,349,740 680,357

Bonds 963 20

Common stocks 340,701 1,287,404 39,191
Account receivable 11 -
Realty, net

Land 348,753 10,617

Building 67.117 2.043
Total $ 19322940 § 24061015 § 732451

As of December 31, 2003, $237,001 thousand of “short-term investment - funds™ were invested through
Offshore Banking Unit (OBU) non-discretionary trust account, and were booked under OBU’s account.
As of December 31, 2004, OBU non-discretionary trust business was not provided to clients vet.

27. AVERAGE BALANCE AND AVERAGE INTEREST RATE OF INTEREST-EARNING ASSETS
AND INTEREST-BEARING LIABILITIES

2004 2005
Average Average Average Average Average
___ Balapce _Raie % Balance Balance Rate %
NTS NTS USS (Note 4)

Interest-eaming assets
Cash - due from banks £ 1544979 .27 & 826,812 § 25,169 318
Due from banks and the Central Bank 11,266,049 1.39 15,209,765 463,007 1.23
Securities purchased 1,178,076 1.33 1,495,391 45,522 2.11
Loans, discounts and bills purchased 149,968,916 3.67 186,020,566 5,662,727 4.00
Credit card revolving balances (MNote) 21,886,807 15.91 21,097,489 642237 16.69
Long-term investments - bonds 4,566,800 246 5221,786 158,958 2.14
I besring Hebillii
Due to banks 8,596,856 1.63 14,035,830 427,270 3.09
Bonds sold under repurchase agreement 1,625,295 0.79 2,530,742 77,039 1.20
Demand deposits 38,555,403 0.51 44,489 348 1,354318 0.62
Time deposits 117,582,214 1.41 151,206,249 4,602,930 1.76
Megotiable certificates of deposit 16,581,947 1.11 09,195,521 279,925 129
Bank debentures 18,646 416 346 25,593,190 779,093 2.26
Convertible bonds payable 3,240,261 - 1,149,125 34,981 -

Average balance is calculated by daily balances of interest-earning assets and interest-bearing liabilities.

Note: The credit card revolving balances were treated as loans before October 2004, and were required to

be treated as receivables since after.

28. MATURITY ANALYSIS OF ASSETS AND LIABILITIES

Assels

Cash and cash equivalents
Due from banks and the
Central Bank
Securities purchased
Receivables
Loans, discounts and bills purchased
Long-term investments - bonds

December 31, 2004
Due Between
after One Year
Due in One and Due After

Year Seven Years Seven Years Total

NTS NTS NTS NTS
§ 3653406 § - 8 - § 3653406
15,483,803 - - 15,483,803
16,420,570 2,955,526 153,759 19,529 855
33,499,100 - - 33,499,100
51,811,235 37,935,088 84,228,909 173,975,232
117,469 1,352,592 1.057.568 2,527,629
£ 120985583 § 42243206 § 85440236 § 248669025

(Continued)
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December 31, 2004

The maturity of assets and liabilities of the Bank is based on the remaining maturity period from balance
sheet dates to maturity dates specified under agreements or, if there are no specified maturity dates, to

expected dates of collection.

29. FINANCIAL INSTRUMENTS

Due Between
after One Year
Due in One and Due After
Year Seven Years _ Seven Years Total
NTS NTS NTS NTS
Liabilities
Due to banks £ 772054 § - 8 - & 7,720,944
Bonds sold under repurchase agreement 739,361 - . 759,361
Payables and advances 4,374,108 - - 4,374,108
Deposits and remittances 181,796,490 17,004,801 - 198,801,291
Bank debentures - 21,000,000 - 21,000,000
Convertible bonds payable - __ 2073009 - 2073.009
£ 194650903 § 40077810 § - 3 234728713
December 31, 2005
Due Between
After One Year
Due in One and Due After
Year Seven Years _ Seven Years Total
NTS NTS NTS NTS USS (Note 4)
Assets
Cash and cash equivalents £ 3657708 % - 8 - § 3,657,708 § 111,346
Due from banks and the
Central Bank 17,762,717 - - 17,762,717 540,722
Securities purchased 17,437,717 5,319,077 - 22,756,794 692,749
Receivables 30,664,332 - - 30,664,332 033,465
Loans, discounts and bills
purchased 64,446,822 51,266,368 08 506,465 214,219,655 6,521,147
Long-term investments -
bonds 507,389 7469676 1600284 9,577,349 201,547
§.134476,685 §_64.05512] £ 100,]06749 § 298,638.555 5 _2.020276
Due to banks $ 16854575 § - 8 - 5§ 16854575 § 513,077
Bonds sold under repurchase )
agreament 2,414,518 - - 2414518 73,501
Pavables and advances 5,608,876 - - 5,608,876 170,742
Deposits and remittances 212,222,547 15,830,331 - 228,052,878 6,942 249
Bank debentures - 26,000,000 3,000,000 20,000,000 882,801
Convertible bonds payable - 608,546 - 608,546 18,525

§.237.100516 § 42438877 § 3.000000 § 282530303 §_B8.600.893

a.

Derivative financial instruments

1)

The Bank engages in derivative transactions mainly to accommodate customers’ needs and to
manage its own exposure positions. It also enters into cross-currency swaps, interest rate swaps,
foreign-currency swaps and convertible bond assets swaps to hedge the effects of foreign exchange
or interest rate fluctuations on its net assets, net liabilities or commitments. The Bank’s strategy is
to hedge most of the market risk through hedging instruments with market value fluctuations that
have a highly negative correlation with those of the hedged items. The Bank evaluates the hedging
effectiveness of the instruments periodically.

2} As of December 31, 2004 and 2005, the contract (notional) amounts, credit risk and fair values of
outstanding contracts were as follows:
NTS
December 31
2004 2005
Contract Contract
(Motional) (MNotional)
Financial Instruments Amount Credit Risk Fair Value Amount Credit Risk Falr Valoe
For hedging purposes:
Cross-currency swapsconiracts § 4515568 S 195279 § 163817 § 3,190788 S 40489 § 46117
Interest rate swap contracts 18,500, 000 222,138 142,650 25300,000 293,958 13,732
Currency swaps conlracls 1,536212 10,654 10,478 7,763,628 65,408 44,290
Convertible bond for asset swap
sontrass 1,021,594 4532 (28,739) 4,663,500 1,813 (72297)
For trading purposes:
Forward exchange contracts 9 659,460 94,827 (105,140} 5,501,603 29,530 (5,546 )
Currency $waps coniracis 5976712 549 (100,761)  13,BB9.675 256,948 151,438
Foreign-curmency forward options
coniracts 126,033,787 2,920,861 (17,954) 15,596,649 342,215
Interest rate swop options
contracis 139 585 488 - - - -
Comvertibie bonds options
condracts 3492436 40,228 (178,501 ) 8,971,300 16,480 (320,194 )
[ntenest mate swap conracls 5610870 27,654 (10,917) 8677327 18,938 GE4

The Bank is exposed to credit risk from counter-parties’ default on contracts. The Bank enters into
contracts with customers that have satisfied its credit approval process and have provided necessary
collaterals. Transactions are made within each customer’s credit limit, and guarantee deposits may
be required, depending on the customer’s credit standing. Transactions with other banks are made
within the trading limit set for each bank based on its credit rating and worldwide ranking. The
Bank does not expect any significant risk to occur.

The fair value of each contract is determined on the quotation from Reuters or the Associated Press.

The Bank engages in certain derivative contracts which the notional amounts are used solely as a
basis for calculating the amounts receivable and payable under the contracts. Thus, the notional
amount does not represent actual cash inflows or outflows for the Bank. The possibility that
derivative financial instruments held or issued by the Bank cannot be sold at a reasonable price is
considered minimal; no significant additional cash demand is expected.

| s
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3) Gains and losses on derivative transactions were as follows:

—_2004 2005
NTS NTS USS (Note 4)
Cross-currency swaps contracts
Interest income b 55392 % 82,086 § 2,499
Interest expense 68,684 157,895 4,807
Interest rate swap contracts
Interest income 221,909 165,438 5,036
Interest expense 2.761 43,491 1,324
Net gain 6,979 4,670 142
Currency swaps contracts
Interest income 41,738 73,395 2234
Interest expense 70,933 146,763 4,468
Foreign-currency forward options contracts
Net gain 411,646 131,346 3,998
Convertible bonds options contracts
Net gain (loss) (62,438) $2,333 2,506
Convertible bond for asset swap contracts
Interest income 18,034 19,048 580
Interest expense 5,366 77,580 2,362
b. Fair value of nonderivative financial instruments
December 3
Carrying
Amount Fair Value Carrving Amount Fair Value
NTS NTS NTS Uss NTS LSS (Neted)

Assels

Financinl assets - with fair values

spproximating carrying amounts  $ 225,190,741 § 225,190,741 § 263,379,133 § 8,017,630 $ 263379133 § 8,017,630
Securities purchased, net 19,529,855 19,560,974 22,741,218 692,275 2,741,218 692,275
Long-tenm investments, net ___ 5720013 _ 5896597 14345873 436,708 14586233 444,025

20400600 §20ME312 3300466324 S.2J46613 5 3007065R4 5 203930

Liabilit

Financinl lishilities - with fair values
approximating carrying smounts  $ 2472873 $.2MT8710 S2R2.5S08 S R600780 S28SIS0N8 § L6078

Methods and assumptions applied in estimating the fair values of financial instruments are as follows:

1) The carrying amounts of cash and cash equivalents, due from banks and the Central Bank,
receivables, refundable deposits, due to banks, and payables and advances approximate their fair
values because of the short maturities of these instruments,

2) The fair values of securities purchased and long-term investments are based on their market prices.
Otherwise. fair values are estimated at their carrying amounts

3) Loans, discounts and bills purchased, deposits and remittances, bonds sold under repurchase
agreement, bank debentures and convertible bonds are interest-bearing financial assets and
liabilities of a short term nature or the majority bearing interest at adjustable rates. The carrying
amount represents their fair value.

Certain financial instruments and all nonfinancial instruments are excluded from disclosing their fair
value. The aggregate fair value disclosed above does not represent the Bank's underlying value.

C.

Financial instruments with off-balance-sheet credit risks

The Bank’s significant credit commitments refer mainly to loan and credit card agreements. Loan
interest rates ranged from 2.72% to 4.72% in 2004 and from 2.55% to 4.98% in 2005. The highest
interest rate for credit cards was 19.71% in both 2004 and 2005, The Bank also issues financial
guarantees and standby letters of credit to secure the performance of customer obligations to third
parties. The expiration dates are not concentrated in any particular period.

The contract amounts of financial instruments with off-balance-sheet eredit risks were as follows:

December 31
2004 2005
NTS NTS USS (Note 4)
Irrevocable loan commitments b3 995,000 % 1,400,221 % 42,625
Financial guarantees and standby letters of credit 14,697 649 17,677,935 538,141
Unused portion of credit card limit 95,558,414 87,117,347 2,651,974

Since not all of the commitments are expected to being drawn upon before its expiration, the total
commitment amounts do not necessarily represent future cash requirements and credit risks for the
Bank.

The Bank makes credit commitments and issues financial guarantees and standby letters of credit only
after careful evaluation of customers’ creditworthiness. On the basis of the credit evaluation, the Bank
may require collaterals before the credit facilities are drawn upon. As of December 31, 2004 and
2005, collateralized loans were 58.72% and 60.84%, respectively, of total loans. Collaterals may
include real estate property, negotiable certificates of deposit, marketable securities, and other property.
If customers default, the Bank will, as the case mav require, foreclose the collaterals or execute other
rights on the credit given.

The Bank may not require collaterals to acquire credit cards but may adjust credit cardholders’ lines of
credit on the basis of the result of periodic credit evaluation.

Concentration of credit risk

There is concentration of credit risks when the counter-parties to the financial instruments are only a
few customers or when customers engaging in commercial activities based on similar economic
characteristics that affect their ability of fulfilling obligations by the same economic or other events.
Industries that account for 10% or mere of the outstanding loans as of December 31, 2004 and 2005 are
listed below:

December 31
2004 2005
NTS % NTS USS (Note 4) %
Domestic
Manufacturing $ 28,355,131 17 § 28839176 $§ 877,903 14
Individuals 107,020,739 63 132,516,325 4,033,982 63
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e. The net positions on major foreign currencies were as follows: 2) Concentration of credit extensions:
December 31 It December 31, 2004 December 31, 2005
Currency 2004 2005 i NTS NTS USS (Note 4)
Credit extensions to interest 54,462,930 $4,418,459 134,504
YEN (thousands) ¥ 1482878 § 58,374 parties
USD (thousands) 36,909 68,892 Ratios of credit extensions to 2.391% 1.917%
EUR (thousands) (13,045) 10,333 interest parties
Ratios of credit extensions secured 4.11% 4.05%
by pledged stocks
30. MAJOR RISK EXPOSURE SITUATIONS, MANAGEMENT POLICY AND PRACTICE OF B Industry Percentage Industry Percentage
CREDIT RISK, MARKET RISK, LIQUIDITY RISK, OPERATING RISK AND LEGAL RISK (i son (the th Mmf“mﬁ'ng 13.61% |Manufacturing 14805,
ndustry concentration (the three ; :
. G industries with the highest Flr_lanoe and 5.34% Fu!am:e and 333%
- tndustry credit ratios) insurance insurance
! n Wheolesale and 3.67% |Wholesale and 3.02%
1) Loans asset quality retail retail
2004 R :::nns Note: a) Total credits include bills, discounts and loans (including those for import and expont
e R Note negotiations), acceptances and guarantees,
Ripmedmtie i § 4023007 § 3917944 S 119,268 b) 5:?; :ridcilt':dﬂ extensions to interest parties: Credit extensions to interest parties +
Delinquent accounts 2,932,605 2,500,574 76,121 -
NPL ratio 2312% 1.829% 1.829% . .
1 t I
Loans under surveillance 307,576 - - Sberge TR i At Qe Hy Cho £ mving 4
Ratio of loans under surveillance to total loans 0.177% - - : : ; \ : :
it Rrpthisioncs 2,064,584 1,086,074 60,459 c) Eaﬁt;ugegf;;:ﬁ;_r e:tzn::gistsmur:d by pledged stocks: Credit extensions secured by
Write-off (excluded credit card receivables) 1,228,416 1,040,800 31,683

Mot 1 Nonnetoing lodas 3) Policy on the provision for credit losses: Note 2,

4 ] isk: ;
a) Before June 30, 2005, the disclosures of nonperforming loans are in compliance with L

Ministry of Finance directive No. 832292834 and No. 86656564, b. Market risk:
b) Aﬁ:r July 1 2005, I!:e {i_isciusm'e;s of nonperforming loans are in compliance with 1) Average balance and average interest rate of interest-earning assets and interest-bearing liabilities:
Ministry of Finance directive No. 0928011826. Note 27.
Note 2: NPL ratio: Nonperforming loans/Gross loans outstanding 2) Market risk sensitivity
Note 3: Loans under surveillance were defined (only using before June 30, 2005) as follows: December 31
T 2
a) Medium and long-term installment loans for which repayments have been delinquent el 005
Koz 100cg thac Shive mobikis butles than ik wodthss, Ratio of interest rate-sensitive assets to liabilities 101.82%  101.56%
. . . Ratio of interest rate-sensitive gap 1o net worth 15.76% 14.26%
b) Overdue loans, which are loans with principal repayment overdue by less than three wr '
mnnmslmd interest therean is overdue by more than thres months but less than six Note: a) Interest-rate-sensitive assets and liabilities are the cost or revenue of interest eamning
ot assets and interest-bearing liabilities that would be affected by interest rate fluctuations.
L) oans exemp.ted from such reponing._Inc}udi{lg loans for which an a?gr eement has _I:u:en b) Ratio of interest rate-sensitive assets to liabilities = Interest rate-sensitive assets/Interest
thached to aiend e Jrpiyment parind foe NSAlEELE payIICols oan fof Witloh & rate-sensitive liabilities (Foreign-currency assets and liabilities are excluded, with

credit insurance fund will cover such repayment (as evidenced by a sufficient maturities of less than one year).
certificate of deposit or reserve), loans for which the period for a one-time or lump .
sum loan repayment has been extended; and loans extended under other approved

c) Interest rate semsitivity gap = Interest rate-sensitive assets — Interest rate-sensitive
exempt loan programs,

liabilities.

Note 4: Write off: It shall disclosure the whole vear’s accumulative amount of write off.




5w R

3) The net positions of the main foreign-currency transactions: Note 29, 31. CAPITAL ADEQUACY RATIO
c. Liguidity risk: December 31
2004 2005
1) Profitability
Capital adequacy ratio 10.66% 10.32%
2004 2005 Ratio of debt to net worth 1,201.21% 1,304.38%
Return on total assets 1.42% 0.53% Note: Capital adequacy ratio = Eligible capital/Risk-based assets. Under the Banking Law and related
Return on net worth 19.27% 7.21% regulations No. 0090345106 issued by the Ministry of Finance, the capital adequacy ratio should be

Profit margin 26.30% 9.36% computed on June 30 and December 31.

Note: a) Return on total assets = Income before income tax/Average total assets
32. BORROWERS, GUARANTERS OR COLLATERAL PROVIDERS AS INTEREST PARTIES

b) Return on net worth = Income before income tax/Average net worth

At December 31, 2005 Possibility
¢} Profit margin = Income before income tax/Total operating revenues Category Volume NTS U5 gL) st
(Note 4) | (Notec)
2) Maturity analysis of assets and liabilities Consumer loans (Note a) 426 [S 168,837 [§ 5,140 -
Emplovees’ residential morigage loans 239 610,020 18,570 -
2 December 31, 2005 Other loans to intercst parties (Note b) 142 | 3,639,602 | 110,795 =
G 2 Loans with guarantors being interest parties 240 692,155 21,070 -
I - —
N = AR TF TR N Mg Vel Relre Ly DMe Loans with collateral providers being interest parties 337 | 3,130,977 95311 :
) Dy 0-30 Dy 31-90 Day 91-150 mﬁ Year | Over One Year
Assets T LGS |3 AEOE 08 | 1958009 |8 6,778432 |5 B 46502 |[§ TS5a0600 . 1 i
TR SEHTTE LTI L R % s Note: a. The consumer loans are defined by Article 32 of the Banking Law.
Cap IRITI BT | (ALIHB.T50) (P IL355 )] (09673381 (09,146,068 146,063,604 : ; . A
Accumulated gap SEITTEE | CIUARIEE) (TIVIS0F)| (483E9,037) (117485805)| A 3TIEE0 | b. Consumer loans and employees’ residential mortgage loans are not included.
MNote: The above amounts excluded foreign-currency assets and liabilities, ¢. Disclosing the evaluation loss, if the possibility of loss is significant.
d. Operating risk and law risk matters d. All of the interest parties mentioned above are subject to Article 33-1 of the Banking Law.
Matters Requiring Special Notation
December 31, 2005 33. ADDITIONAL DISCLOSURES
Summary and Amount a. Following are the additional disclosures required by the Securities and Futures Bureau as of December
Within the past one year, a responsible person or None 31, 2005 of the Bank and subsidiaries:
professional employee violated the law in the course of ; : A
business, resulting in an indictment by a prosecutor. 1) Financing provided: None

Within the past one year, a fine was levied on the Bank for [None
violations of the Banking Law.

Within the past one year, misconduct occurred that None
resulted in the Ministry of Finance’s imposing strict
corrective measures.

Within the past one vear, the loss from one incident or the [None
total losses from employee corruption, workplace
accidents, or failure to abide by the “Guidelines for the — sy e ;
Maintenance of Soundness of Financial Institutions™ 5) Acquisition of individual real estate at costs of over NT$300 million or 10% of the paid-in capital:
exceeded $50,000 thousand. Table 3 (attached)

Others MNone

2) Endorsement/guarantee provided: None

3) Marketable securities held: Table 1 (attached)

4) Marketable securities acquired and disposed of, at cost or price over NT$300 million or 10% of the
issued capital: Table 2 (attached)

6) Disposal of individual real estate at price of over NTS300 million or 10% of the paid-in capital:
Table 4 (attached)

7} Service fee discounts of at least NT$5 million to related parties: None.
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Consolidated Financial Statements
INDEPENDENT AUDITORS' REPORT

The Board of Directors and Shareholders
Far Eastern International Bank and Subsidiaries

We have audited the accompanying consolidated balance sheet of the Far Eastern International
Bank (the “Bank") and subsidiaries as of December 31, 2005, and the related consolidated
statements of income, changes in shareholders’ equity and cash flows for the year then ended.
These consolidated financial statements are the responsibility of the Bank’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Bank as of December 31, 2005, and of the results of its
operations and its cash flows for the year then ended, in conformity with the Guidelines Governing
the Preparation of Financial Reports by Public Bank and accounting principles generally accepted
in the Republic of China.

Our audit also comprehended the translation of the 2005 New Taiwan dollar amounts into U.S.
dollar amounts and; in our opinion, such translation has been made in conformity with the basis
stated in Note 4. Such U.S. dollar amounts are presented solely for the convenience of readers.
As disclosed in Note 2 to the accompanying consolidated financial statements, effective January 1,
2005, Far Eastern International Bank and subsidiaries adopted the amendment of Statement of
Financial Accounting Standards (the “Standards™) Mo. 7, “Consolidated Financial Statements,” in
the Republic of China. Thus, the consolidated financial statements prepared as an individual for
all controlled invested companies just for and from the year ended December 31, 2005. On the
other hand, according to the “Standards™ No. 7, the consolidated financial statements do not have to
re-consolidate for the year ended December 31, 2004. The Bank and subsidiaries’ financial
statements were not consolidated for the vear ended December 31, 2004. Hence, the attached
audited financial statements with comparative figures for the year ended December 31, 2004, were
the non-consolidated financial statements,

Dl + Trueke

March 10, 2006

Notice o Readers

The accompanying financial statemenis are intended only to preseni the financial position, resulis
of operations and cash flows in accordance with accounting principles and practices generally
accepied in the Republic of China and not those of any other furisdictions. The standards,
procedures and practices fo audit such financial siatements are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the auditors’ report and the accompanying financial statements
have been translated into English from the original Chinese version prepared and wsed in the
Republic of China.  If there is any conjlict between the English version and the original Chinese
version or any difference in the interpretation of the twe versions, the Chinese-language auditors'
report and financial statements shall prevail.



| s

5w R

FAR EASTERN INTERNATIONAL BANK AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

YEARS ENDED DECEMBER 31, 2005

(WITH COMPARATIVE FIGURES FOR 2004)

L)

Lo |

2004

NTS

(In Thousands of New Taiwan Dollars, Except Earnings Per Share)
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FAR EASTERN INTERNATIONAL BANK AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2005

(WITH COMPARATIVE FIGURES FOR 2004)

(In Thousands of New Taiwan Dollars)

Investment income recognized by the equity method

Cash dividends and remuneration received from investments
accounted for by the equity method

Loss on long-term equity investment under the cost method

Decrease in deferred income tax

Increase in securities purchased - for trading purposes

Decrease (increase) in other receivables

Increase (decrease) in payables and advances

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Decrease (increase) in due from banks and the Central
Bank of China

Increase in loans, discounts and bills purchased

Acquisition of properties

Proceeds from disposal of properties

Proceeds from disposal of collaterals assumed

Proceeds from disposal of long-term equity investments

Increase in long-term equity investments

Decrease (increase) in long-term bond investments

Decrease (increase) in other assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Increase {decrease) in due to banks

Increase in deposits and remittances

Increase (decrease) in bonds sold under repurchase
agreements

(212.828) (867,266)  (26,401)

127,527 135,688 4,131

. 173,600 5,285

385,119 12,883 392
(7255,208)  (3.226939)  (98,233)

(4,028,711) 2,534,034 77,140

__(305.506) __1.479.800 __ 45047
(4.572.398) 7.660.016 233,182

9,158,043  (2,278914)  (69,373)
(37.287,748) (44,573,454) (1,356,878)
(336,715)  (356,780)  (10.861)

5,677 119 4
437,299 155,420 4,731
319,939

(1,000,000)  (1,088,001) (33,120)
2,141,769  (7,123,611)  (216.853)
—(1.105422) __2.843.593 ___ 86.562

(27.667.158) _ (52.421.628) _ (1,595,78R)

(2,923,893) 9,133,631 278,041
31,266,341 29,251,587 890,459
(1,628,073 ) 1,655,157 50,385

(Continued)

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF
YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL DISCLOSURE OF CASH FLOW
Interest paid
Income tax paid

NONCASH INVESTING AND FINANCING ACTIVITIES
Conversion of bonds into common stocks

2004 2005 2004 2005
NTS NTS Uss NTS NTS USs
CASH FLOWS FROM OPERATING ACTIVITIES Increase (decrease) in other liabilities $ 852279 § (2323,036) §F (70,716)

Net income $ 3016968 § 1407355 § 42,842 Increase in bank debentures 4,000,000 8,000,000 243,531
Provision for possible losses 1,179,243 4,368,679 132,989 Proceeds from transfer of treasury stocks to employees 224214 - -
Recovery of written-off credits 2,138,220 1,178,208 35,866 Cash dividends (577,285) (857,058) {26,090)
Depreciation and amortization 214,806 239,696 7,297 Remuneration to directors and supervisors and bonus to
Amortization of premium on bond investments 57,444 91,794 2,794 employees _ (50,099) _ (96,892) _  (2.950)
Provision for possible losses of securities - 15,576 474
Provision for possible losses of foreign bond investments 20,276 63,514 1,933 Net cash provided by financing activities 31,163,384 _ 44763389 _ 1.362.660
Provision for retirement benefits 47.056 42,198 1,285
Gain on disposal of long-term equity investments (12,602) (40,697 ) (1,.239) EFFECTS OF EXCHANGE RATE CHANGES (153.609) 2,525 77
Net loss on disposal of properties 2,758 2,096 64
Net (gain) loss on disposal of collaterals assumed 4,040 (203) (6) EFFECTS OF FIRST CONSOLIDATE - 231280 _ 7.040
Impairment losses of collaterals assumed 49,000 50,000 1,522

(1,229,781) 235,582 7.171

4,883,187 3,653.406 111215
i 3653406 § J.888.988 3 118386

$ 3557534 3 _4.687.344 § 142,689
§___47520 569034 § __ 2101

The accompanying notes are an integral part of the financial statements.

{With Deloitte & Touche audit report dated March 10, 2006)

{Concluded)
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Significant Events of FEIB in 2005

January 6~9

January 11

February 25

February 26

March 16

April 27

May 18

May 27

June 1~30

August 23

September 12

October 28

November 21

December 9,11~14

December 18

December 21

December 23

FEIB's six SBUs, Far EasTone Telecommunications, Far Eastern Insurance Agency, and Far Eastern Alliance
Asset Management jointly attended “2005 Wealth Management Life Exposition” Financial exhibition.

Granted by Financial Supervisory Commission to conduct fully authorized investment property trust
businesses as a trust related and securities investment consulting bank.

Granted by Financial Supervisory Commission to conduct under the “securities trust” business item
specific, assigned and non-assigned or method of trust business for independent management and use of
securities” .

Held the delightful “2005 Anniversary Celebration and CSR Rally” at Hsin Chuang Stadium.
FEIB joins Chinese Association for Securities Investment Trust and Consulting Business, ROC.
Successful “Investors'Forum” of FEIB held at Far Eastern Plaza Hotel.

2005 Stockholders'Meeting held at Taipei.

Credit Card SBU sponsored the second World Card and Infinity Card Elites Golf Tournament to enhance
customer loyalty and improve Bank image.

Launched “HAPPY GO Passport” with Ding Ding Integrated Marketing Service Co. to promote the Group's
bonus point cards.

Employs James Liao as Special Assistant to the President to set up the whole Bank's risk management
system.

Kaohsiung Asia World Branch moved to 1st & 2nd Floaors, 96, Se Wei 2nd Road, and renamed as Kaohsiung
Cultural Center Branch.

Granted a full-function branch license by Hong Kong Monetary Authority to integrate Group resources via e-
banking workstation to cultivate cross-Straits clients.

Granted by Financial Supervisory Commission to conduct wealth management businesses.

FEIB, Chen Rue-Cheng Violin Studio, and Taiwan String Orchestra co-sponsored “The Art of Life of Music” ,
an exclusive exhibit at National Concert Hall of 30 famous Italian classical violins and more than 30 French
bows with billions of dollars'worth. Gains of admission were all donated to the Noorhoff Craniofacial
Foundation.

Consumer Banking SBU Tainan District Center was formally established.

Promotions of Managers:

1.Manager Cheng Jui-Wen of Head Office promaoted as Acting Deputy Executive Vice President.

2.Corporate Banking Support Department Head Huang Jin-Chang promoted as Acting Deputy Executive Vice
President.

3.Corporate Banking Marketing Department Manager Ting Ping-Shuan promoted as Acting Deputy Executive
Vice President.

4.Corporate Banking Marketing Department Manager Lee Wen-Chao promoted as Acting Deputy Executive
Vice President.

5.Corporate Banking Marketing Department Manager Chiu Kwan-Lun promoted as Acting Deputy Executive
Vice President.

6.Corporate Banking Marketing Department Manager Chang Hou-Wan promoted as Acting Deputy Executive
Vice President.

7.Corporate Banking Marketing Department Senior VP Wu Kuen-Ping promoted as Acting Deputy Executive
Vice President.

8.Wealth Management SBU Branch Management Team Manager Wei Hsiu-Chang promoted as Acting Deputy
Executive Vice President.

Executive Vice President Julius Chen of Supporting/Administration Group retired at age, succeeded by
Senior Executive Vice President Thomas Chou as the Bank's spokesperson, and Executive Vice President
Jiann-Jong Lin as acting spokesperson.
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) 2378-6868
) 2550-8811
) 2312-3636
) 8073-1166
) 2381-4567
) 2722-9558
) 2505-5533
) 2553-9966
) 8787-6668
) 2392-6955
) 2550-6600
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) 8785-5788
) 2963-3339
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02
02
02
02
02
02
02
02
02
02
02
02
02
02
02
02

03) 339-6339
03) 301-8966
03) 397-3888
03) 427-9696
03
03
03
04
04
04
06
06
07
07
07
02

524-6668
579-8833
553-6699
2328-8666
2230-6689
2225-2008
208-9898
253-0400
533-3820
251-8199
715-5678
2592-2255
02) 2630-5788
02) 7738-6868
03) 392-1218
852-2882-1979

Operating Unit
Head Office
Business Department
International Banking Department

Trust Banking Department
Credit Card Department

Taipei Shiangyang Branch
Taipei Yishen Branch
Taipei Sunjiang Branch
Taipei Minchiuan Branch
Taipei Sungshan Branch
Taipei Nanmen Branch
Taipei Chungching Branch
Taipei Jungshiau Branch
Taipei Yungi Branch
Banchiau Nanya Branch
Banchiau Wenhua Branch
Sanchung Branch

Yunghe Branch

Taipei Shinjuang Branch
Shinjuang Fu-guo Branch
Taipei Sindian Branch
Taoyuan Branch

Taoyuan Dashing Branch
Linkuo Branch

Jungli Branch

Hsinchu Linsen Branch
Hsinchu Science Based Industrial
Park Branch

Jubei Branch

Taichung Gungyi Branch
Taichung Wenshin Branch
Taichung Tzyou Branch
Tainan Branch

Yungkang Branch
Kaohsiung Wufu Branch
Kaohsiung Jungjeng Branch
Kaohsiung Cultural Center Branch
Taipei Nung-an Branch
Taipei Jinhu Branch
Banchiao Sichuan Branch
Taoyuan Wuling Branch
Hong Kong Branch

Address
26 & 27F, No. 207, Tun Hwa S. Rd., Sec. 2, Taipei 106, Taiwan
1F, No. 207, Tun Hwa S. Rd., Sec. 2, Taipei 106, Taiwan
2F, No. 30, Chungching N. Rd., Sec. 1, Taipei 103, Taiwan
5F, No. 1, Shiangyang Rd., Taipei 100, Taiwan
No. 33, Alley 3, Lane 182, Wenhua Rd., Sec. 2, Banchiau City, Taipei County 220,
Taiwan
1F, No. 1, Shiangyang Rd., Taipei 100, Taiwan
No. 200-3, Keelung Rd., Sec. 1, Taipei 110, Taiwan
No. 165, Sungjiang Rd., Taipei 104, Taiwan
No. 104-1, Minchiuan W. Rd., Taipei 103, Taiwan
No. 171, Nanjing E. Rd., Sec. 5, Taipei 105, Taiwan
No. 40, Roosevelt Road, Sec. 1, Taipei 100, Taiwan
No. 30, Chungching N. Rd., Sec. 1, Taipei 103, Taiwan
No. 112, Jungshiau E. Rd., Sec. 1, Taipei 100, Taiwan
No. 7, Jungpo N. Rd., Taipei 110, Taiwan
No. 172, Nanya S. Rd., Sec. 2, Banchiau City, Taipei County 220, Taiwan
No. 1, Wenhua Rd., Sec. 2, Banchiau City, Taipei County 220, Taiwan
No. 46, Fude N. Rd., Sanchung City, Taipei County 241, Taiwan
No. 222, Fuhe Rd., Yunghe City, Taipei County 234, Taiwan
No. 209, Fushing Rd., Shinjuang City, Taipei County 242, Taiwan
No. 66, Fuguo Rd., Shinjuang City, Taipei County 242, Taiwan
No. 98,Pei-Hsin Rd.,Sec.3,Sindian City, Taipei Hsien, Taiwan
No. 78, Nanhua St., Taoyuan City 330, Taiwan
No. 6, Dashing W. Rd., Sec. 2, Taoyuan City 330, Taiwan
N
No. 372, Yanping Rd., Jungli City, Taoyuan County 320, Taiwan
No. 216, Linsen Rd., Hsinchu City 300, Taiwan

(]

. 227, Fushing 1st Rd., Gueishan Shiang, Taoyuan County 333, Taiwan

3F, No. 11, Yuanchiu 2nd Rd., Hsinchu City 300, Taiwan

No. 41, Guangming 6th Rd., Jubei City, Hsinchu County 302, Taiwan

No. 367, Gungyi Rd., Taichung 403, Taiwan

No. 698, Wenshin Rd., Sec. 4, Taichung 404, Taiwan

No. 131, Tzyou Rd., Sec. 2, Taichung 400, Taiwan

No. 2, Dungmen Rd., Sec. 2, Tainan 701, Taiwan

No. 37, Jungjeng N. Rd., Yungkang City, Tanan County 710, Taiwan

No. 83, Wufu 4th Rd., Kachsiung 803, Taiwan

No. 49, Jungjeng 4th Rd., Kaohsiung 801, Taiwan

No. 96, Se Wei 2nd Rd., Kaohsiung 802, Taiwan

1F, No. 12-1, Nung-an St., Taipei 104, Taiwan

1F, No. 495, Minchiuan E. Rd., Sec. 6, Taipei 114, Taiwan

1F, No. 389, Sichuan Rd., Sec. 1, Banchiau City, Taipei County 220, Taiwan
1F, No. 939, Jungshan Rd., Taoyuan City, Taoyuan City 330, Taiwan
11/Floor, Lippo Leighton Tower, 103 Leighton Road, Causeway Bay, Hong Kong

Operating Locations

Telephone Number

(02) 23786868
(02) 2378-6868
(02) 2550-8811
(02) 2312-3636

(02) 8073-1166

02
02
02
02
02
02
02
02

(02) 2381-4567
(02) 2722-9558
(02) 2505-5533
(02) 2553-9966
(02) 8787-6668
(02) 2392-6955
(02) 2550-6600
(02) 2327-8898
(02) 8785-5788
(02) 2963-3339
(02) 2255-6499
(02) 8973-1133
(02) 2232-6500
(02) 8991-3366
(02) 2901-6868
(02) 2910-6060
(03) 339-6339

(03) 301-8966

(03) 397-3888

(03) 427-9696

(03) 524-6668

(03) 579-8833

03
04
04
04

(03) 553-6699
(04) 2328-8666
(04) 2230-6689
(04) 2225-2008
(06) 208-9898
(06) 253-0400
(07) 533-3820
(07) 251-8199
(07) 715-5678
(02) 2592-2255
(02) 2630-5788
(02) 7738-6868
(03) 392-1218
852-2882-1979
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