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[Eomg-Yeong Lin, Chanrman of thee Bosird

Message from the Chairman and President

The global cconomic expan=1on hos remained
brogdly on treek in 2004, bat compelition in the
fimancial industry becomes Dercer by the day in
Twiwean, [CHC sull occupies the leading position in
thi: marked, and was last year named "The Best Trade
Finpnee Bank” by Globa! Fivanree moagazine for the
fourth consecutive year, and won tep prze ot the
Astan Bankers' Association's "Winner of the Asian
Banking Awwards 2004

[CBEC has existed lor over a century. and has
always been renowned For its sincerity, reliability and
stable operation. On December 31si, 2002, the Bank
joined the Mega Finencial Groupe  In recent years,
alter restruciuning, making cost savings and improy -
ing operating elfficiency, with the unrelenting efTorts
al all ermplovees, [CRC's prolits have repeatedly
reached historic highs. Last year, pre-iax income
excecded WTS11 hillion, and each area of business
continued to grow significantly. Oulstanding among
them have been our enduringly reputable foreizn
exchange business, increasing 38. 16% over the previ-
os year fo LTAS253 hillion.  As regards other main
areas of business, deposits and loans amounted to
WIe6a2 billion and MT3530 billico respectively, nep-
resenting & prowth of 12.6%% and 10.77T% from the
previous year. [ is moteworthy thal trust business,
which iz actively expanding, reached MTS 130 hallion,
apparently showing a 294% increase over the preyi-
Ol VEAT.

[CHEC's continued robust and prosperous expar-
gon 15 by noomeans lormtous. To cope with changes
in the linencial marked, we =stived tooinnovate inall
arens, for example:

& Cur Gilobal eBanking network, a unique fransaction
platform, has camed the top spod in the domestic
Mmancial sector. The second-to-none network
enables direet connection with overseas branches
b process online transactions immediately

& [CBC pushed out such brand-mew electronic bank-
ing services as On-line Foreign Exchange and Web
ATM wo rase the quality and eliciency of our ser-
vices, winning a vniversally favorable response
from the market.

# [CHs selection by the Taiwan Stock Exchange
Corporation and the Gretal Securities Market as the
first and only domestic clearing bank for foreign
currency bonds, realTirms ils expertise and reliabil -
ity im [oreizn exchange transactions.

# In consumer banking, which has been promotad
vigorausly lately, TCRC introduced & wealth man
agement service, combining variows prodicts pro
vided by other Mega Financial Group subadianes,
b elfer our custemers @ more comprehensive
choie:



Yeou-Tamr T, President and Chrel Execitive O

& B estabhished the lavestment H.:|||L|||'l;
Iix'||:||lu||-n| liasl Vi, 4 |1|II||"\.'\-'||'\'|'|L|| lmarcaal sdv-
s iy enlerpnses 1o delpver services [om himanc-
g planmng 1o amangimg, ned o mention o design
wEsEl securiiiErlen ||r-:.|,|||q._'l_=_ whneh Became the
Focus of marked aftention, Tully displavimg s
slrong wrmbelion o |-‘\.|I:||I|_| soMIrces o |1|-.'-||I_ il
Irres ol Bisanceses

I s, whith the ;__'I||I|i|I TECOa ey -e"-.|::-_-.'ln:_'|,l 0%}
wombinie a1 g moderale e, B0 1% 1m0 the [rocess
o Al rling expimns=mm of 1% oversess sness, |n
wkhiiion K |||'-|__'1.:||_||||g I e |L_|||gh_||k Fromch 10 a =ail-
~=||_||i||:. bk and |_--I:|||I|=|'||1|;-__' mare branches
hanlard, 1CRC hos been authonzed by the LR BSA
%] open d Laondion reEpre el ve allce. and 15 16
;_|||[:~I:. lor permusson [0 el wp [ Brimch o Himon,
WVielnam, i order [ serve eVern more cislomers and

Tt heer v redis: |::-r-:1|||-

Izome-Yeong Lin

By -vmg o

Chairman of the Board

With sahzlseiory nsk management mechamsms,
R s comrmlisd o Wi l.|r|;'-_' i bascowme o of the
world™s leadh ng hiinks I'-:. {'-.'-|'.[|r|||||l|-.|:. Loy g
Tosaneal =trength and el quabity,  As Tar gz bus-
ness capaelly 1= concemed, we expect o have wotal
-\Ju||||~.'||- of MTST1T billeon, gl Dosans of MNTS&126
Bl and Toregn exchange reding of LBSI027
Fallion h_l. :.{'.'II-I_1|-\.| 2HES

Thas vesr, the Hank wall contmee 1o omplanent
TSN ~.||._|.-|||*_=_' with othier sub=idugmes ol ".Iu;-__'.l
Frnancial '::|1|'-||[:- %) |_~\.|'n.;||'u_| Busimes=s.  [EHE has
._||-.l.:1:.~1 Climmesd 1o =Tamd Tor "I||l|_-|||;:_-|1| hi=loaners

Hest Cheace ™ With the s ol cuslomers, we will

cophintie 1o make every elfort o be vwarthy of that

clanm

Vieonn- Tsair e

r"f?/,:;f'r.re ?7"; L

Presadent and Chael Executrye Cfhces




- \ _ﬁ.._.._.
A




Historical Overview

The Intematienal Commercial Bank of China
(ICRCY 15 one ol the most time-honored banks in the
Eepublic of Chaina. TCBC and its predecessors have
the longest history pmong ol Chinese bank=, dating
back to 1. Throughouwt its long story, ICBC has
served as the sovercign bank ol the Ching Dhynasty,
amd the central bank ond the desgnated internaticnal
foreign exchange bank of the Republic of China
ICBRC ha= cstablished a strong Iranchise in interne-
tonyl banking pnd a4 close relationshp with the sov-
crmment.  Today, according to the Banker July 2004,
the Hank stands as the eighth largest bank in Toiwan
im lerms of ter one capital, with an 1nconlestable
leadership in the inlemabional banking supported by
an established chientele with state-owned enlerprises
and larpe private corporaiions.

The Bank's predeces=or, the Hubu Bank, was
calablished as the first government-owmed and oper-
ated bank in China. The Hubu Bank was later
renamed the Do-Ching Bank, which scled as the
Ching Dynesty's sovereign bank. Following the
calablishment of the Republic of China in [911, the
Da-Ching Benk was reorgamized into Bank ol China
as the Hepublic’s central bank and in charge ol 1ts
treasury.  In 1928, the Hepublic established the
Central Bank of China to replace Bank of China as
the central benk. While grumied special stalus by the
Blinistry of Finance as the country’s designated inber-
national foreign exchange bank, Bank of China
remuned in charge of currency 1ssupnee and the trea-
sury unlil 1942 when the Central Bank ol China took
ower the full central bank responsibilities from i,

As the BOC government moved to Taiwan in
194, Bank of Ching was subsequently relocated to
Taiwan as well. While the Bank's domestic operation
stopped completely beiween 19949 and 1950, its inter-
national cperations remained active during those
years, and the Bank performed as the ROC govern-

menl's agent Tor internationa] transachions, mangged
the country's oflshore assets and served as windows
far collecting deposit= and remittances from overseas
Chinese. In 1960, the Bank re-opened the Foreign
Department in Taper as 1= Dirst domeshic operating
umit, begon te bald 1= domestic commercial hanking
aperation with o focus on international trade ond
fores-related hanking services.

Tm 1971, the Legislative Yusn passed the [CRC
A, converting Bank of Ching 1oa pnvate commer-
cial bank and renaming it as the Intermational
Commercial Bank of Chinn. To cope with the up-Lo-
date market, ICBC joined the Mega Financial Group
on December 31, 2002

Ciwver 7T0% of the Bank's commercial clients are
aof large corporations, many of which have been the
pillar of Tawanese economic development. Building
o sueh an impressive client base, combined with its
consistently sincere and innovative management
style, ICRC has garown to be a leading Taiwanese
commercial bank with supenor assel quality and
strome capitalization, In order 1o remain competitive
inan increasingly challenging operating envirsnment,
ICBC already possesses one of the most complete
range of products and services in Taiwan, ranging
from conventional lending and deposit-laking prod-
wets to credit card, invesiment banking, and custodian
services,

The BT head office is responsible for the
management and supervision of all of its banking
ciperations, including those of its branches and mepre-
sentative ofliees in various domestic and Foreign
cities. As of the end of 2004, the Bank has 75
domestic branches, |8 [oreign unils, including 17
branches and 1 representative oflice, and 1 subsidiary
in Canmada, wath 3,405 emplovees and total capital of
WT537.26 hillion.




Financial Highlights

Credit Rating

| Long-term Credit Rating | Short-term Credit Rating | Financial Strength Rating or Cutlook
Moody's A2 P -
S&F A A2 Stable

Condensed Balance Sheets

Umit: Thouspnd= of Mesy Tarwan Dollars

| 2o | w03 | 2000
of Chis sl Lo Bk met | 1383870 198169552 | BISLTST
Secunties Purchased — met 280,859 50 ' METTH 2T - |5 359 535
Bills and Loans = nel S08,914,207 I 523,150,927 - 40,053 (ei8
Receivables — net 51,689,121 | 38241314 | 2186299]
Investments 17,246,108 18060128 | 16,697,915
Net Properties and Equipment 10,241,926 10486307 | 10801317
Prepaymends and Other Asscls 3057167 ' 2,738 551 33M,129
[hise 1o Lhe Central Bank of Ching and Commercial Banks 238,247,786 | 232919788 - 230,259 68
Deposil= pnd Bemiltances TOE, 302 To0 GBI ARE 320 - FE0,13T7 459
Bonds Tssised & Borroaed Funds B1,576,0¢H) T2.593 458 - S8036.711

FPuyables, Advances, Acorued Pension Lishilities, and STEIBAZS | 51106974 39 704,361

Cither Liabilities | |

Capital Siock 37,261 (-} | 37261000 - AT 261,000
Total Capatal Surplu= 2928754 . 2037 446 - 2037 46
Total Retained BEamings (Belore A ppropriation ) 3235828 ETLETH - 21708 B0
Cumulative Translation Adjustments 176,563 40 825 - 190,304
Tzl Assel= 1,158 536 845 , I 5562 555 - GG T2
Total Ligbilities (Helore Appropiation) BB 84S (WM I D02 O, S0 . G, 138,212
Total Shareholders’ Equity (Before Appropriation) T2E9LB45 | (7613015 | 60,088,560




Condensed Statements of Income

Ul Thousand=s of BMew Taiwan Dol lars

2 | om0 2z
Total Crperating Income 38974485 34 5ET 402 | 36,395,238
Total Orperating Expenses 2T 278056 . A2 46465 . 32537 304
Ineoeme lrom Operations 11,606,420 : B.565737 . JEST A4
Man-operating Incoime 23558 567748 . 396032
Maon-operating Expense and Laoss S0 230 O, TR . |23 632
Taatal Tieoime 39,210,068 . 35,555,150 . 6, 7,270
Total Expenses 27,207,295 26,518373 . 32,660,994
Pre-tax Tncome WSTZTT | 96777 | 4130274
Cumulative Effect of Change in Accounting Principle o = | 1,291
Mt [come 10185475 T 454 407 . 3572746

Financial Analysis

zoos [ oo | o2om

N ) Total Liahilities io Totad Assets 03T a152 9 50
Financial - e -t

Batio (%) | Total Deposits o Mel Worth 915]_ w33 | e

Fixed Assets to Met Worth 14,09 15.51 1737

Solvency (%) | Liguadity Reserve Fatio £1.27 5037 | 3304

Laoan to Deposits Ratio {5 86,70 F400 €12

Operating | NPL Ratio (%) 0.77 1.74 136

Performance | Total Assets Turmover .04 0.03 04

Analy=as Average Operating Incomie per Emploves (Thousands of 5T | 1446 | 10,567 | 11022

. Average BEamings per Employee (Thousands of BT 2091 2263 . 1,082

ROA (Return on Assets) (%) 092 074 (138

ROE (Feturn on BEguity) (%) 14.52 11.56 583

Pre-tax Income a5 o Percentage of Capatal Stock (%) 31.56 2425 11404

Proditability Bet Income as a Percentage of Operafing Income (78] 1‘.13-_ X142 9Bl
Analyss Earmings per Share (New Tawan dollar) 274 2.0 (14,
Cach Dividends per Share (MNew Taiwan dollar) 1.12 1.24 el

Sharcholder's Equity per Share | Before Appropriation 19.51 18,15 L .6

(e Tarwan dollar) Alter Appropristion | 1834 | 1688 | 1604

Cipatil Adegquisy Falbio (%00 - 110,52 1022 . 1111




2004 Economic Review &
Market Dynamics of the ROC

Economic Achieverments

Though recovery in domestic conswmplion
remained very gradual, Taiwan posted a solid eco
o growth rate of 7.29% in the first hal [ of 3004,
az robust externa demand proved the main driver of
growth, supporting an upturm in industrial outpat,
However, export momenium slowed during the sec
ord half, reflecting easing global demand by perss
tently high global oil prices and China's macroeco
pornie adjustment policy, compounded by apprecia
ticn in Che Mew Tawan dollar, The GDP growth rate
dropped o 527% in the third quarter, followed by
Turther fall in the fourth quarter 0 3.25%,  Average
economic growth for the whole year was nevertheless
5.71%, the highest since 1997,

Loakimg Farward in 2005, owing o sallening
demond i OECE economies and China, and because
ol b effects thal reflect strong growth in this com-
panent i 2004, ecomonmc growth appeirs o be slow-
ing. The Directorate Crenend of Badgel, Accounting
and Stanstics (DGBEASY forecasis 2005 ceonomic
growth rale to fall w 4.21%, which, though lower
than that of 2004, =ull represents @ siable and healthy
groavih

The banking sectar continued o consalidate,
The average NPL rabo (or all domesnic banks
dechned 1o 2.78%, well witlhin the government's
Dmancial relorm trgel of 5% or less. Inoaddition,
becauze the ecomomy (& laking a favorble wrn, the
hanking sector 15 also seeng a marked retum To nsng
profitatality, Al the end of December 2004, average
BOA for all domeste banks was 063%, while aver-
age BOE was 10,309, both hnghs for the past 5 vears,

Financial Market

In the first half of 2004, average overnight inter
est rate changed slightly between 0.95% and 1.02%,
but essentially demonstrated a downward trend,
Howvever, in response B an anticipabed rise in imerma-
Licmal raw material prices, the Central Bank of China
has been raizing its interest rate iwice, by a dodal of
375 basis points, in line with & steady pace of tght
ening by the U8 Federal Reserve, which started last
June At emd of December, the overnight interest
rate had been sent upward w 1L205%. Looking for
ward in 205, Turther monetary tightening is expect
ed, With nascent inflationary pressures, the Central
Fank will probably inerease the interest rate Turther
Lor shilt the real interest rate into positive territory
Mevertheless, some Tactors may slow the seope and
speed of interest rate hikes as the New Taiwan dollar
continues o strengthen and competition in the finan
el sector intensilies

As Tor the exchange mte, the New Taiwon dodlar
Muctuated only slighily agmnst the U dollar —
between MT333 and NT334 por US dollar — i the
Mt thres quarters, 10 wasn't unill the end of Oetober,
whien Chima unespectedly ammoumoed an imleres] mle
nse gl the LS dollar =tarted on a downwird trend,
that the Mew Tawan daollar began 1o appreciate
sharply, By the end of last year, the Mew Tawan dol-
lar hid aippreciated 1o NT331.917 aganst the US dol-
lar, up &.53% from vear-end 2003, 5% of which
peourmed in the last twa moenths. o 20005, becaose of
expectaions of contmuing US dodlar weakening, for-
cgm capatal inflows, ngher commodity prces and am
increisng posstbihey of Benmmbn (EMB} apprecia-
o, the Mew Twvwan dollur 1= unlikely o be diverted
lrom s upnward course agamst the LS dollar which
started i the last quarter of 2004, bul the mnge of
appreciation will be allected by the endency of the
FhiB



Fimancial Reform

Last October, the government launched s
"Secomd Financial Belorm® o schieve o comprehen-
give improvement in the Tavwan Tinancial sector's
global compentivenesss by encourpgng mergers and
gerunsinens (A& AT ond ellons o atiract Tomegn cop-
il For magor goals of the neform are;

# Before the end of 2005, 1o help the top three
domestie linancial msiunons expand ther market
share o over 10% each,

# Before the end of 2005, o reduce the number of
government-linked Dl instiutons (rom 12 0
i

# Helore the end of 2006, 10 halve the number o
financiad holding companies from 1410 7.

# Belore the end of 2006, gt least one (inancial msi-
tution must be run by foregn investors or lisked on
an overseas stock markel

Im addition, the govemment continues to make a
oreal elfort o develop Taiwan a= a regional linancial
services center, forecasting that, by 2008, the cutput
af its financial serviees sector will have risen from
11.5% 1o 13% of G Up 1o three domestic finan-
cial institutions should by then have bocomse regiomal
financial institutions, and fereign-owned stocks
should have risen lrom 18.8% (o 25% of the wal
market value. At the same time. investment in
Taiwan by intermational companies and institutions
will have multiplied. The circulation of stocks and
shares will have increased lowrfold, and the total
assets of fnancial institutions will have grown by
aver 30%,




EX-

ICBC Business Activities

2004 Business Overview

Adthough competition in the market was fierce,
cach business contineed o grow significantly, thanks
tor the hard work of each amd every employee,

# [n 2004, [CBC's consumer loans wpsurged 1o an
average of MTS1055 Wlliom — an imcremse of 55%
over the previcus year — af which home loans
secounied for NTSTO5 billion, an increase of 40%
over The previous year,

# Commission and service lees in each business
ineredsed sipnlcantly.  Commussion and service
fees from fumd sales, for example, grew by 25%
over the previous vear, while those Trom the trust
business prew by 59%,

# The number of clectronic banking customers 15 also
growing steadily. Al present, 1CEC mamntzains over
2,000 FEIM (Financial Electromic Dala
Interchange) pecounts and over 5,000 Global
cHanking poeounts (including fransaction accounts
and balance ingquity accounts),

# Factoring business grew o NTS112.5 billion,
@ substantial increase over the previous vear.

# According to statistics Irom the magazine
Internaiional Financing Review (IFR), the bank
handled 34 syndication loans last vear, in the
amound af L5532 billion, an 1% market share.

# T'o create an abundant source of Australian dollars,
and help improve liguidity management, [CBC's
Svdney branch specessfully issued a Commercial
Paper (CP), Translerable Centificate of Deposit
(T and Mid-term MNote to the value of AS500
millicn.

# [CHRC's Investment Banking Department issued
collateralized loan obligaticns (CLOs) in the sum
of MT3535 hillion.

QOperational Results
# Income & Expenses

Al the end of 2004, wlal pssels was WNT31.156
Iallicn, of which bills and loems constituied 52%, the
Bargest ptem. The second larges) lem was secunies
purchmsed, accouniing for 24%. Todad habllines was
WTS1L083 Willan, with deposilts and remittances tak-
g up s mach as 61% of ol labiines and share-
holders aquaty

B wtal imeomee in 2009 rose WTS365 bil-
hon o NTS39.21 ballion, while tolal expenses
mereased shghily to WT327.34 billiom, the balance
givmg a pre-tax meome of NT31LET billwon, an
mersse of NT32 84 billion over the previons year
The mmn reason for this was a large imerease in
investment income, of NTS54335 hillien, twice the
amount generated in the previous year. Given
WI51.6% blliom i imcome tax, the Bank reporied a
mel profit ol NTSE0 19 billion

& Prohitetality Analys=is

Aol the end of 2004, ICBC reporied pre-lax
mneome pecounted for 3186% of the Bank's capital
=tock, while returns on assets (ROAY and retums on
equily (FOE) stood at 0052% and 14.52% respective-
Iy, all of which broke record highs {or recent years.
Im addivon, the net profit rate (nel income as a per-
cenlage o operating ineome) rose o 26, 13% from
21A2% im the previous year, and earnings per share
{EPS} increased 1o BT52.74 Trom MTS201

# Assel Cuality

While pursuing business zrowth and generating
prafits on the one hand, ICRC made every eflfon 1o
improve asset quality on the other. The non-perform-
ing loan (NFL) ratio, declining year by year, lell to
0.77% by the end of 2004, well below the average of
all dormestic banks. In addition, the coverage ratio
rose o 1 307%, higher than those of most of the Bank's
O PeLi Lors.



Risk Management

Cwer all, in relation o each of s businesses,
ICRC already has sufficient mechanizms o identily,
supervise amd contred risk, amd 10 carry out calibrated
and striet management of rizk, In the near future,
under the regulations in the new Basel capatal accond
(EASEL 1y, TCBRC will establish an imdepensdent mszk
management unit,

For o long tme, o arder Io guanmles: the secun-
Iy of aperalions and oo mprove operational resulls,
1B has regularly convened meetings of 113
Investment Comrmilies, Loan Commities and
Froblem Loan Commiiies, o confirm precisely the
cacomes, strengihs and weaknesses of 1= nsk man-

Total Income (2004)

381% g p0%

E.EE';H:—i 5 i

B2 B0%

Total Expense (2004)

0.22%

~1.81%

35.84%

2.15%

18.07%

11.08%

agement measures, and make any necessary adjust
ments,  Apart frem this, the Corporate Banking
Department, Contreller’s Department, Treasury
Drepsartmwent, Trust Department and all business units
are responsible for carrying out reutinge risk manage
ment, Regular, detaled, risk mamagement reports ane
submtied o the Board of Directons,

Exposure of nsk to such categories as ¢lienis,
industries, collaterals, countries, and s0 on, complies
with the different regulations drawn up by the difler
ent competent authorities, and is regularly reviewsd
and adjusted 10 controd the fevel of exposure 1o sk,
Al the end of 2004, pome had exeeeded s limat

O Other Operating Income
B Investment Income

7% B Commissions and Service Fees
B Gain on Sales of Securities
B Non-operating Incomea

11.76% O Profit on Bxchange
O Inerast Revenus

M;IH?EE 0 Commissions and Service Charges

B Provisions for Probable Losses

B Selling and Administrative Expense
B Interest Expansea

| Other Operating Expenses

B Nen-operaling Expense and Loss

T
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Income before Income Taxes (1990-2004)
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Plans for the Future

Competitive Strategies and Vision

# Llilize Nnancial experise and competitive advan-
tage in the corporate banking business, and seck
opporiunities o attempt major project financing
activilies.

# Continue o drive growih in lending 0 overseas
Taiwan businesses in China, Southesst Asia and
Australia o Turther extend our supericr OBLT busi-
ness, through the operations of the Bank's Asia-
Pacific Group.

# Assess the possibility of seting up representative

offices of branches in other major linancial centers
tr increase our global reach.

# Upgrade Global eBanking services o mantain our
position as the best network irade platform.”

# Promote internel hanking 1ransaciions 1 ineneass
the proporticn of electronic irading and then redsce
|.‘5|;'HJ|’:|.1i ing cosls

# Expand investment banking business and sirive for
a dhreet Ninanee market

# [mprove the Bank's hguidity, capatalization, amsd
assel gy

# Clonhmue 1o promole the wealth management ser-

VHAS,

# Increpse the avenues For the sale of comsumer bank-
ing products oormse the market shire

Positive Factors

# In overseas remittances, the Bank has an almost
indispen=able importance, gmiving il a strong com-
petitive advantage in the [oreign exchange busi-
Mozss;

*ICBECs Mew York Agency is the only Taiwaness
bank in the Mew York area participating in
CHIPS, FEIYWIRE and ACEL

* The govermment conducts foreizn exchiange
transacticns and Mund management through
[CBC. Central Bank of China, the country's
central bank, for example, has selected [CHC o
servee as its long-lerm Agent Bank to handle for-
eign exchanze and maintain & stable exchange
rate.

# [CRC hag the most overzeas branches of all
Tarwanese hanks

# I[CBC's overseas Mund raising costs are relatively
-.:|'||.".'||'|. hecatse = asael |.'|l|:t|i.l:|.' 18 -.:l|l1:<L:|r'||.‘|iI'|g aind
its eredit rating is one of the best enjoyed by any
domestic hank

# The economy is recovening, and industry and com
merce are demanding funds, giving a favorable
stimulus o the banking secior,

Megative Factors

& Compeiton i the Dmancal markets s soll guite
keen

# [nrect linaneing continues 1o preval, wking busi-
mess away Trom irsdinonal banking

S



Board of Directors & Supervisors

December 31, 2004

Managing Directors

Directors

Chairman of the Board Tzong-Yeong Lin

Yeou-Tsair Tsai
Teng-Cheng Liu
Chao-Cheng Mai
Ming-Feng Yeh

Chen-Min Hsu
Ching-Chyi Lai
Shui-Cheng Huang
Shun-Min Yeh
Lai-Hsi Lee

koav keat Loon
Kuo-Shyvong Lee
Rong-Tzaw Yeh
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Auditors’ Report

E_D.E]ish Tramnslation of a Report Ulriginalhr Issued in Chinese

REPORT OF INDEPENDENT AUDMTORS

The Board of Directors and Sharcholders
The International Commercial Bank of China Co., Ltd,

We have sudited the accompanying balance sheets of The Intemational Commercial Bank of China
Co., Ltd. as of December 31, 2003 and 2004, and related statements of income, changes in
shareholders" equity and cash flows for the years ended December 31, 2003 and 2004, These
financial staterments are the responsibility of the Bank's management.  Our responsibility is to
express an opinion on these fnancial slatements based on our audit,

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

In our opinion, the {inancial statcments refered to above present fairly, in all material respects, the
financial position of The Intermational Commercial Bank of Chima Co., Lid. as of December 31,
2003 and 2004, and the results of its operations and its cash flows for the years then ended, in
conformity with generally accepted accounting principles, “Guidelines Governing the Preparation
of Financial Reports by Poblic Banks™ and “Guidclines Governing the Preparation of Financial
Reports by Securities Issuers™ in the Republic of China.

In addition, we have also audited the consolidated financial statements of The International
Commercial Bank of China Co., Lid. as of December 31, 2004 and the separate anditors’ reporl
with unqualified opinion was issued for 2004,

D@@JW!&‘?’

Diiwvan Ernst & Young
March 7, 2005

Taipei, Tmwan
Republic of China

Motice to Keaders

The accompanying financizl slatemsnts are intendsd only to present the financizal pesfion and resalis of operations and
csh flows m aceondancs wath accountmg prneiples and practices penerally scospted m the Republic of China and oot
those of any other jurisdiction. The standard, procedures snd practcs to awdit of review such Erancial starements are
those generally accepted amd appliad i the Bepublic of China,
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English Translation of Financial Statements Onmnally Issued in Chinese
THE INTERNATIOMAL COMMERCIAL BANK OF CHIMA CO., LTD.

STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2004
{Expressed in Thousands of Dollars, Except Per Share Amounts)

OPERATING INCOME
Interest revenwe (Mote IT)
Commissions and service fees (Mote IT)
Gain on sales of securities-net
Investment income — net {Mote I1)
Profit on exchange — net (Note IT)
Other operating income
Total Operating Income
OPERATING EXPENSES
Interest expense
Commissions and service charges
Provisions for probable losses (MNote 1T}
Selling and administrative expense (Note V)
Other operating expenses (MNote IT)
Total Operating Expenses
INCOME FEOM OPERATIONS
NOMN-OPERATING INCOME
MON-OPERATING EXPENSE AND LOSS
INCOME BEFORE INCOME TAX
INCOME TAX (Notes Il and IV)
NET INCOME

EARNINGS PER SHARE (In Dollars) (Note IV)
Income per share before income tax
[ncome tax per share
Eamings per share

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

THE YEARS ENDED DECEMBER 11

2003 2004 2004
New Taiwan Dollars U.S. Dollars
$24,005,092  §25329.433 797,325
4,114,083 4,617,810 145,360
1,827,844 1,327 547 41,749
2,038,661 4,347,755 136,860
1,319,769 1,859,065 58,520
781,953 1,492 875 46,993
34,987,402 318,974 485 1,226,847
10,603,259 11,173,496 351,722
455,892 405225 15,589
5,164,517 4,940,771 155,526
0,846,441 10,070,052 316,987
351,556 508,512 18,840
26,421,665 27,278,056 858,664
8,565,737 11,696,429 168,183
567,748 235,583 T 416
06, TOE 59230 1,865
9,036,777 11,872,773 373,734
{1,542,370) {1,687 298) {53,113}
§7.494.407  §10,185475 5320,621
£2.43 £3.19 $0.10
{0.42) {0.45) (0.01)
52.01 £2.74 $0.09
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English Tramslation of Financial St Origmally Isswed in Chi
THE INTERMATIONAL COMMERCIAL BANE OF CHINS OO, LT,
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMEBER 31, 2003 AND 2004
(Eapressed In Thousends of Dallars)

THE YEARS EMDED DECEMBER 31

e 200 20
Mew Taiwan Dallars 1.5, Duallars

CASH FLOWS FROM OFERATING ACTTVITIES
il Bloeilii s ST AN 407 510185475 320,621
Addjustments to reconcile net mcome to net cash

wsed in opeTRting Rctivilies;

Prowisions for probable losses 5064517 4 940,771 155,526
Recovery ol written-off credite amd reterve foe losted on sodidem 1039, B05 1. K02 845 56,750
Equity in net incame of investees, net of cosh dividends received (843,317 (147,038 (4,625)
Renlized losses of equity securities due to price decline 198855 31948 LOAS
Cram on sales of equity secunties (1431457 (4 ML 0T {125 964)
Crain om saled of properiies and equipmest {#47,675) {136,225) (4,285}
Dopreciation and amortizatsn G10E3E 625,119 15678
[Deferred meome taxes {increase} decrease T1d, 300 (8L, 173 (X587
Provisiom for pension cost 126,790 396,500 12481
Payment of pension bencfics (448905} {437 128y (13.782)
Charges im operatmg assels end labilities:
Imcreiv in trading of securilies parchased (4156010  (12084,230) {380,300
Incrense in receivables (16,949,463 (15,060,862 {474 08%)
Trcreass in pRepayTTEnls {112,185) (222.563) (7 AN
Inerease in payahles T.EES 952 5260681 201,510
Imcreass (decreass) in advances 120,841 3650 {116
Met Cash Used m Operasing Activities {(12492355) (4545 564) {146.22%)
CASH FLOWS FROM INVESTING ACTIVITIES
Decreas: (increase) in due froen the Central Bank and call lazns to banks (6,5 7E DGE) 0. 19T.501 MK 408
Increase m balls and Toans {33,508, 241 (ROLGAS,] 19 (1559, 945)
Increase im bomd investmenis (1.293.754) i | EHHLB3E) {31505
Procecds from sales of equity eecurities 175015 4911245 154,597
Adiditions 1o properties and equipment (291,390) (355,383) {1LIET)
Proceeds fram szles of properties and equipment 451,611 144 545 4. 553
Increase m nom-trading of securities purchassd {2, (R D = T
Increase m ofher ssets {13E71) [t ) (3 32T)
Mt Cash Used in Investing Activities {41 648.508) _ (67.297.655) _ (2118410}
CASH FLOWS FROM FINANCIING ACTIVITIES
Increase in dies 1o the Central Bank and commercial hanks 2 A6, 107 5337 058 167,716
Increase m depasits asd remiftances 55230661 T AT .M A16
Inerease m bomds lssued T 424245 Gk 308 201, 59T
Increase m bommowed funds T 13502 2 5TR I AL.161
Increase (decrease] mn other lizhilities 3,002,705 (2AE366TE) (82008
Cash dividends and bosus to emplayess in cash (2,320.473) (4734 6%1) {1459, 0404
Mt Cash Provided by Financing Aclivities 73,041,037 6,943,740 2422052
EFFECTS OF EXCHAMGE RATE CHANGES 119,153 148 870 4 HHl
MET INCREASE (DECREASE) IN CASH AND CASH EQUIWVALENT (0,670,703} 5049561 Lirdi
CASH AND CASH EQUIVALENT, BEQINNIMNG OF YEAR T EZT OO 28,556, 246 30,378
CASH AND CASH EQUIVALENT, EMD OF YEAR 529,556,246 E34,705,807 31092477

SUPPLEMEMNTAL INFORMATION

Interest pasd 11478328 $10,749.210 138 166
Income taxes paid £1,743,550 i i

The aceomparyiiig nobes are an integral par of the Rnancal stalemenls,




Ex-

THE INTEENATIONAL COMMERCIAL BANK OF CHINA CO., LTD.
NOTES TO FINANCIAL STATEMENTS
December 31, 2003 and 2004
{In Thousands of Dollars, Unless Otherwise Stated)

ORGANIZATION AND OPERATIONS

The International Commercial Bank of China Co_, Ltd. (The Bank) was formerly the Bank of
China, it has been reorganized to the present form in accordance with “Law for Intemational
Commercial Bank of China” as anmounced by the President of the Republic of China (ROC) on
December 17, 1971 and its related regulations, The Bank engages in the following operations: (a)
all commercial banking operations under the Banking Law in the ROC; (b) foreign exchange
and related operations; {c) import and export financing and guarantees; (d) financial operations
related to intermational trade; () trust; and (f) related operations approved by the ROC
EOVErnment,

The Bank's business and operations are intcgrated and managed by the head office.  The Bank
expands its network by opeming branches in key locations in both domestic and foreign markets.
The Bank had 75 domestic branches, 17 foreign branches and 1 foreign representative office as
of December 31, 20044,

The Bank has a Trust Department whose trust investments buginess is regulated under the ROC
Banking Law.

The Bank's stock was traded on the Tarwan Stock Exchange until December 30, 2002, Starting
from December 31, 2002, the Bank became an unlisted wholly owned subsidiary of Mega
Finaneial Holding Co. Ltd., through a share swap transaction.

As of December 31, 2003 and 2004, the Bank employed 3,311, and 3,405 employees,
respectively.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements were prepared in conformity with the “Guidelines Govemning the
Preparation of Financial Reports by Public Banks™, “Guidelines Governing the Preparation of
Financial Reports by Securities Issuers™ and generally accepted accounting principles in the
Republic of China. The significant accounting policies are summarized as follows:



Basis for preparabion of lnancial statements

The accompanying financial statements include the accounts of the domestic head office and
branches and foreipn branches and representative office.  All inter-branch and inter-office
transactions and balances have been eliminated when the financial statements were

prepared.

Under ROC GAAP, a company is required to include in its annual consolidated financial
statements only those subsidiaries, which are directly or in-directly owned by the company
for over $0% of the ownership. For directly-owned subzidiaries with total assets and total
net sales less than 10% of the parent’s unconsolidated total assets and total net sales may be
exempt from preparing consolidated statement. In addition, since 2004 under the Guidehnes
Governing the Preparation of Financial Reports by Public Banks, the Bank is required o
include in its annual consolidated financial statements those subsidiary banks which are
mvested by the Bank even its total assets and net sales less than 10% of the Bank.

The Bank maintains its accounts at the currencies in which transactions are denominated.
Foreign currencies revenues and expenses are recorded in New Taiwan dollars at the
exchange rates prevanling on the transaction dates. At the end of each month, those
forcign-currency denominated assets and liabilities other than those using forward foreign

exchange contracts to hedge the exposure, are restated at the prevailing exchange rates
and the resulting differences are recorded as follows: 1) For equity secunties accounted
for by the equity method — &s cumulative translation adjustment in the sharcholders”
equity; 2) For equity securities accounted for by the cost method — as cumulative
translation adjustments in the shareholders” equity if restated New Taiwan dollar amounts
are lower than the carryving amount.  Otherwise, no adjustment 15 made; 3) For other
assets and liabilities — erediled or charged to current income.

The foreign-currency denominated financial statements of foreign branches and the
representative office are restated into New Taiwan dollars at the following exchange rates: 1)
assets and liabilitics — at the prevailing rates al the balance sheet date, 2) head office

account — except for the retained camings carried forward from last year are stated at last
year rates, the remaining balances are stated at historical rates, 3) dividends — at the rates
when the dividends are declared, and 4) Income and expenses — at weighted-average rates
for the year. The cumulative translation adjustments are included in the sharcholders'
equity account. When a foreign operation is disposed of or gold, the cumulative translation
adjustment is charged to current income.

B




4, Seccunties purchased

Securities purchased are carmied at the lower of cost and market value on a portfolio basis.
When market value is lower than the cost, a provision is made for the impaitment lass.
When the market value rises, the gain is sel off against the provision made.  'When stocks
are sold, the cost is caleulated based on the weighted-average method for equity securities.
Orher securities are based on individual assessment.

. Bonds purchased/sold under resellrepurchase agreements

Bonds purchased under resell agreements are presented in the balance sheets as part of
“Securitics purchased” and bonds sold under repurchase agreements are presented as part of
"Bonds sold under repurchase agreements." The difference between the selling or purchase
price and the contracted repurchase or resale price is accounted for as interest expense or
interest income, respectively.

verdue laans

According to “The Rules for Bank Asset Evaluation, Loss Reserve Provision, and Disposal
of Overdue Loans, Non-accrual Loans and Bad Debis™, the Bank classified all loans and
other receivables that are overdue for six months or above as overdue loans.

. Allowances for probable losses

The allowances for probable losscs is provided for due from call loan to banks, receivables,
and bills and loans based on collectability review,

According to “The Rules for Bank Asset Evaluation, Loss Reserve Provision, and Disposal
of Overdue Loans, Non-acerual Loans and Bad Debts™, reserves set aside for probable loan
losses are based on the estimation of potential unrecoverable exposures, net of collateral. A
significant degree of management discretion is used in the estimation process, which
includes the assessment of the borrower’s ability to pay and of the value of the underlying
collateral.

Based on the Bank's guidelines, allowances for specific loans are provided as follows:  (a)
credit assets that are totally uncollectible — 100%; and (b) credit assets that are difficult to
collect - at least 5025,

Balances of uncollectible aceounts are written off against allowance for probable losses only
upon the approval by the board of directors.



8.

14 (=111

Investments in bonds are stated at cost adjusted for the amortization of premiums or
discounts ansing on acquisition over the periods to matunity on a straight line basis. The
amortization of premiums or discounts 15 included as part of nterest income or interest
expense. Costs of bonds upon matunty or disposal are determined by the specification
method.

The equity method is used for long-term equity investment where the Bank has control, joint
control or significant influence over the investee enterprises.  These investments are
initially recorded at cost and adjusted thereafter for the post-acquisition change in the Bank’s
share of the investee’s net assets.  The Bank will continue to recognize its equity in the net
loss of an investee notwithstanding that such will result in a negative investment carrying
amount (with this negative amount shown as liability) if the Bank had guaranteed the
investee’s debt or the Bank had obligated to provide financial support or the loss is
temporary. Cash dividends received are accounted for as a reduction in the carrying
amount of the investments,  Stock dividends received are accounted for the increase in
number of shares held by the Bank without impact to the carrying amount of the investments
and net income.  If an investes’s capital reserve increascs because of property revaluation,
the Bank will recognize the proportional increase in the camrying amount of the investment
and the gain will be included in the capital reserve in the shareholders’ equity.  The
difference between the investment cost and the equity in the book value of the net assets of
the investees (except the portion pertaiming to the difference between the fair valuc and the
book value of land) when a stock is acquired or when the equity method 1s first adopted, is
amortized over 5 to 10 years.

Other long-term equity investments are accounted for by the cost method.  These
investments are carmied at cost plus the aggregate par value of any stock dividends received
before 1984, For investments in listed stocks, an allowance for decline in market value is
made when the carrving amounts of the investments is below the markef value, with the
same amount debited to shareholders” equity.  For investments in unlisted stocks,
provisions are made and recognized immediately as an cxpense when the camying emounts
are not expected to be fully recovered.

An mvestment in the common stock of a foreipn investee 18 also accounted for by the cost
method when there are restrictions on its ability to remit its eamings to the Bank or when the
Bank in unahle exercise significant influence over the financial and operating policy

decisions of at least 20%-owned affiliates.
Lipon dispogal, the costs of stocks sold are determined using the weighted-average method.

Propertiez and Equipment

Properties and equipment, ather than those acquired in 1972 or before which are stated at
cost plus any revaluation surplus, arc stated at cost less accumulated depreciation.

B




EX

10.

12.

Major improvemenis and renewals are capitalized as cost, and repairs and maintenance arc
expensed as incurred.  Upon sale or disposal of properties and equipment, the related cost,
revaluation increment and accumulated depreciation are written off from the books, and any
gain or loss is credited or charged to income.,

Depreciation is caloulated on a siraight-line basis over the estimated useful lives as follows:

Buildings and improvements 3 to 60 vears
Computers and peripheral equipment 3 to 6 vears

Oiher office equipment Jto 15 vears
Transportation and communications equipment 3 1o 12 years
Miscellaneous equipment 3 to 10 years

The residual value of a property or equipment that is still in use at the end of the original
estimated useful life is depreciated using the straight-line method over its revised estimated
useful life.

Foreclosed property

Foreclosed properties are stated at the lower of cost or net realizable value on the balance
sheet date.

Exchangeable Notes

Direct costs of issuing Exchangeable Noles are amorlized on straight-line basis over two
years. When Notes holders exercise their right to exchange for reference shares, the book
value of Notes is 1o be offset by the book value of the investment in reference shares and
the related difference 1s recognized as gain or loss on disposal of investment,

Pension plans

The Bank has pension plans for all regular employees under the relevant domestic and
foreign government regulations. The Bank makes monthly contributions to a pension fund,
which is administered by the workers” fund administration committes, at amounts up to 15%
of the employees' salaries for domestic employees.  The pension fund and the money is
deposited m the Central Trust of China under the name of the committee. In addition, the
bank makes contribution and payment for foreign employees under the relevant foreign
government regulations

Pension costs are based on actuarial caleulations, with the unrecognized net transitional
obligation being amortized over 15 years to 22 yoars.



13. Provigion for losses on gusraniees

Provision for losses on guarantees are based on collectability review on the balances
pertaining to customers” customs duties, commaodity tax and contract performance
obligations,

14. Derivative financial instruments
a. Forward forcign exchange contracts

When the Bank entered into forward foreign exchange contracts for trading purposes, the
Bank will record a receivable and a comesponding pavable based on the contracted

foreign exchange amount at the contracted forward rate. At each financial reporting date,
the Bank will adjust the receivable amount bazed on the epot rate and recognized the
differences as gains or losses in the statement of income and expenditure.  Upon
seitlement, pains or losses resulting from the difference between the foreign exchange
amount at the spot rate and the carrying amount of the receivable are credited or charged
1o statement of income.  In addition, for financial presentation purposes, balances of
these receivable and payable are netted.

For forward foreign exchange contracts undertaken for hedging purposes, the difference
between the spot rate and the contracted forward rate is recorded as an adjustment to the
exchange gain and loss resulted from thosc hedged foreign currency denominated asscts
and liabilities.

b. Interest rate swaps

For intercst rate swaps transactions undertaken for trading purposes, income and expenses

anses upon scttlement and balance sheet date are netted off and recognized in the
statement of meome,

The Bank may enter into interest rate swap transactions for hedging purposes.  These
ransactions may invelve the exchange of fixed-rate interest payments for the market
Noating-rale interest payments during the term of certain bonds and loans.  The interest
differential on balance sheet or each setilement date is recorded as adjustment to the
interest income or expenses of those hedged bonds and loans.

¢. Cross-currency swaps

For cross-currency swap contracts undertaken for trading purposes, the amounts to be
exchanged are recorded at the rates prevailing on the date of contract.  Interest income or
expenses arise during the contract period are recognized as exchange gains or losses in the
statermnent of income.

T




For contracts undertaken for non-trading purposes, amounts (0 be exchanged are recorded
at the contracted forward rate.  Inferest income or expenses arise durng the contract
period are recognized as an adjustment to the income or éxpense of the hedged items.

d, Options

The Bank enters into foreipn-currency option confracts. Premiums received or paid are
recorded as liability or asset and are amortized on a straight-line method over the contract
period and recorded as income or expense, respectively.  Gains or losses from the

exercise of options are recognized in the statement of income.
e. Financial Asset Securitization

Under the “Regulations for Financial Assets Secuntization”, the Bank sccuritized part of
its enterprise loans and transferred those loans to the special purpose trustee in retum for
the issuance of the related beteficiary certificates.  Thus, the Bank derecognizes the
loans and records pain or loss because the control of contractual rights-except for
subordinated retained interests for eredit enhaneement, which were reclassified as
investments in bonds -on the loans has been surrendered and transferred to a special

purpose trustee.

The gain or loss on the sale of the loans 15 the difference between the proceeds and
carrying amount of the loans.  The previous carrying amount of the loans should be
allocated in appropriation of the part retained and the part sold on their fair values on the
datc of sale. Because quotes are not available for loans and rctained intcrests, the Bank
estimates fair value at the present value of expected cash flows, using management's key
assumptions on credit losses and discount rates commensurate to the risks mvolved.

The Bank recognizes interest revenue of subordinated beneficiary certificates when
receivied from the special purpose trustee.

15. Recognition of interest revenue and service fees

Interest income for loans is recognized on an accrual basis excepl for loans classified as
non-accural loans. The accrual of income from non-accrial loans is discontineed;
subsequent interest received are credited to income upon collection.

Linder the regulations of the Ministry of Finance, the interest income on credits covered by
agreements that extend their maturity is recognized upon collection,

Service fees income is recognized when the services are rendered.



16. Contingencies

A loss is recognized ifit is probable that an asset will be impaired or a lability will be
incurred and the amount of loss can be reasonably estimated.  Where it is possible that an
putflow of economic benefits will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability in the footnotes to the financial
statements.

17. Income tax

[ncome tax represents income tax paid and pavable for the current peried and the movement
in the deferred tax assets and Habilities during the period. Deferred taxes are recognized
for tax effects of tlemporary differences and unused tax credits. A valuation allowance is
provided for deferred tax assets thal are not certain 1o be realized.  Adjustments of prior
years' income taxes are recognized in the current period.

Tax credits generated from acquisitions of certain equipment or technology, research and
development expenditure, personnel training expenditure and equily investment acquisilion,

are recognized in the current period.

Income taxes on undistributed eamings are charped at 10% rate and recorded as expense in
the vear in which sharcholders approve the retention of the eamings.

Since 2003, Mega Financial Holding Co., Ltd. adopted the linked lax system for income tax
filings with its qualified subsidiaries, including the Bank.

18. Statements Convenience Tranglation into US Dollars

The Bank’s financial statements are stated in New Taiwan dollars ("NT$™). Translation of
the December 31, 2004 New Taiwan dollar amounts into US dollar amounts is provided
solely for the convenience of the readers, using the 1 0:00AM buying rate of NTS31.768 to
1US%1, as provided by the Central Bank of China on December 31, 2004,  The convenience
translations should not be construed as representations that the New Tarwan dollar amounts

have been, could have been, or could in the future be, converted into 1.8, dollars at this rate
or any other rate of exchange.

HNLCHANGES IN ACCOUNTING POLICIES

Nil.




IV. DETAILS OF SIGNIFICANT ACCOUNT BALANCES
1. CASH AND CASH EQUIVALENTS

December 31, December 31, Decernber 31,

2003 2004 2004

MWew Taiwan Dollars 5. Dollars
Cash on hand $7.971,206  $8.259642 $259,999
Checks for clearing 3,760,512 1,532,967 48,255
Petty cash 2,754 3,566 112
Due from commercial bank 17,819,684 24,909,632 784,111
Total $20556246  $34.705,807  51,002.477

2. DUE FROM THE CENTRATL BANE OF CHINA AND CATL LOANS TO BANKS-NET

Diecember 31,  December 31,  December 31,

2003 2004 2004
Mew Tuiwan Dollors LS. Dollars
Due from the Central Bank of China:
Reserve for deposits-category B $10,691,121 512,261,370 §385, 966
Reserve for deposits- catepory A 0442 BRG 10,058,107 316,611
Reserve for deposits-foreign currency 246,620 207,634 0,536
General deposits 3,877,201 282 0
Call loans to hanks 144,371,012 136,307,902 4,200,730
Orrerdraft to banks 31850 - -
Tistal 168,632,796 158,835,205 4,994 852
Less: allowance for probable losses (18080 (12,382) {3940}
Net 5168613706 $158.822 913 54,999 462

As required by law, the Reserves for Deposits are calculated at prescribed rates on the
average balances of various deposit accounts.  The Reserve for Deposits — Category A and
Foreign Currency Deposits accounts are non-interest bearing and call on demand.  Reserve
for Deposits — Category B earns interest but its use is restricted under relevant regulations.

3. SECURITIES PURCHASED

December 31,  December 31, December 31,

2003 2014 2004

New Taiwan Dollars 1.5, Dollars
Stocks, bonds and mutus] funds 505,061,716 595086630 52993158
Cormmercial papers and acceptances 2,704 448 6,153,358 193,697
Trust funds and trust deposits 1,722,275 1,937,008 60,973
Certileates of deposit 164, 840, 000 175,715,060 5,531,195
Bonds purchased under agreements 1o resell 4,356,837 1,967,510 &1, 934
Total 268775276 280,859,506 £ 240,957
Less: allowance for decline in market price of - - -

securities

Net 526,775,276  L2B0,E5%9,506 SH.H40.957




4. RECEIVABLES — NET

Apeounts receivahle

Acceplances

Accrued interest

Eamed revenue recervahle

Other receivable

Total

Less: allowance for probable losses
Met

5. BILLS AND LOANS-NET

Loans

Outward documentary bills

Inward documentary bills

Bills purchased

Discounts

Owverduee loans

Total

Less: allowance for probable losses
Met

Drecember 31, December 31, December 311,
2003 2004 20004
Mew Taiwan Dollars L5, Dollars
£27.419 601 40,951 850 $1.289.09
6,458,558 6,505,702 217,379
4,384,016 3452163 108,668
315,444 630 554 19,861
5dd 485 STRATE 18,216
39122, 104 52,519,354 1,653,215
(880,790) (330,233) (26,134)
£38,241,314 $51,689,121 ¥1.627.081
December 31, December 31, December 31,
2003 2004 204
Mew Taiwan Dollars L5, Dwllars
$508,160,556 $587,558 K75 18,495 306
12,313,667 13,347 500 420,155
273,310 221,856 6,984
144,371 141,791 4,463
282491 155411 4,592
5577643 4 502,756 141,739
529752038 605,928,189 19,073,539
(6,601,111) (7.013,892) (220, 785)
$323,150,927  §598,914.297 18,852,754

As of December 31, 2003 and 2004, all balances of bills and loans for which interest
revenue was no longer accrued were NT38,577,643 and NTS4,502,756, respectively. The
unrecognized inlerest revenue on the above bills and loans amounted fo NTS74Z 263 and

NTE178,185 for the years ended December 31, 2003 and 2004, respectively.

For the vears ended December 31, 2003 and 2004, the Bank had not written off bills and

loans without initiafing any legal proceedings to collect these bills and loans.

The changes in allowance for probable losses on bills and loans are summarized as follows:

January 1, 2003 to December 31, 2003

Balance, January 1, 2003
Provisions

Write-off-net

RBecovery of writien-ofT credits
Effects of exchangre rate changes
Balance, Decemnber 31, 2003

Specific Risk General Risk Taotal
Mew Taiwan Dollars

52,942 245 £2,914 319 £5.856, 5604

3,799 379 617338 4416717
{4,565 815) {4,565 815)

386,376 886,376

(3,188} 10,457 7,269

£3,058,997 53,542,114 £a.601,111




Specifc Risk  Jumeral Kisk Total Spixific Bisk  Comem| Risk Tiral

Jasiery B, M4 13

Drazeriber 31, 2004 Hew Tarwan Dodlars LS, Dallars
Batanc:, Jamusry 1, 2k 53,085,807 552,114 E5600.111 1053192 1L A5 5207
I'roveisions 231,750 1172530 196,630 TOL00 A 10, 022
i off i (4,512.008) B (431 2564 [{ErdEil] . £ 142 000
Reecovery af weiten-off credits 167,135 - LBTR.E35 sza14 - Ll
Eflezis of exchange rale changs (5,119} (RL55) {140,074) (2041} 12,611} {4692}
Balomce, December 31, 2004 52,391,774 SLGAT0H §7.00 3,392 §74.975 SI45ELD SIM,TRS

The Bank's financial statements included provisions for probable credit losses and guarantee
lozses based on information available to the Bank, including defaults to the extent they can
be determined or estimated. Changes in the operating and financial performance of
customers and general economic conditions of the market may have an impact on the
debtor’s ability to repay their loans, and uncertaintv related to the future realizable value of
collaterals may result in amounts different from those amounts presently estimated and
provided.

INVESTMENTS
December 31, December 31, December 31,
2003 2004 2004
Mew Taiwan Dollars L5, Dollars
Equity sccurities 39.500,T18 58,125,325 $255,771
Bonds 8,702,410 9,120,783 287,104
Todtal $18,069,128 517,246,108 £542.877

[nvestments in equity securities are summarized as follows:

Devember 11,
December 31, 2003 Pecember 20, 2004 2IHH
Craneehip Cemerehip
Irivgilioes Amoanl s A e Aamaink
Mew Tatwan Dallars (15, Tiallars
dsccunted for by the cquity method
Unlisiend siocks:
Tafwean Finasce Cis. 51, W0T.RID 4,55 51, 35149 155 S 5T
Castary Imestment & Denvelopment
Corportion (Bahames) aa0093 L) 00 N7 587 NI I13.5R:
Intenatieal Comenencil Bek of ety (Caada) &00 257 L1060 X7 L L] 15,964
Wi -Shvisgg Imdustries Co, 0100 ¥5.22 447,995 w522 EEMEF
Otibazs 1% 241 . 158164 4300
Hubiotn] 5 A% BT Jap0As2 108371



dgpounied for by the oozt maihod

Lisied stocis
Cwiay Faansiagl Hoklimg Co., Lid w54 165 337,540 R 10525
China D bopmem Financial Holding Comp. TS 1.4 76,334 13 BhATE
Wierland Financal Heldings Carp. 43 H2e 24T A5 g1 247 EU34
Trade-Nan Infwmelion Sersess Co, Ll 62,229 4.50 1,719 443 1170
Ruhinial S ERERIES ] 1,460,923 &8, 170
Uknlisiel sincks:
‘Waiertand Secirities Co ., Lid 1.0 0o 1.5 1 Dl Duly 13 LA
Farwan Fixed Nerawork Corporstins BIH], 000 {LET S0 .57 17,538
IR & Partners Tvestmeni Hiolding Comp ST, 495 L1LIECET] £.55 15,739
Ceniral Leasing Cn., Lul 104,178 LT - 1908
Fubon Secunsies Finance Co. 110850 157 131 1.5 14046
TRwan Asssl Mansgemen] Corporatis FHD OO 1.0 gL IR 1.7k a4l
Taiwan Finanezal Assel Service Corporation 0,000 I S0 I 1574
Others GHEETT - 67 424 - 20380
Ehtnia] 1706545 1177545 100024
Tuntal §R.2466,718 JE.125,}15 3255771

(1) The related investment income of Intemational Commercial Bank of Cathay (Canada),
Taiwan Finance Co., Yung-Shing Industries Co., Cathay Investment & Warchousing
Co., 5.A. and An Feng Enterprise Co., Ltd., which accounted for by the equity method,
were recogmized in accordance with the audited financial statements prepared by the

auditors.

(2) Om May 27, 2003, the Bank issued zero coupon Exchangeable Motes which are
exchangeable for common stocks of Cathay Financial Holding Co., Lid.  Please refer to
Note [V 11 for details of the Exchangeable Motes.

{3) Realized losses of long-term investments due to price decline amounted to NTS198,855
and NT5319,428 for the years ended December 31, 2003 and 2004, respectively, were
accounted for as & reduction of investment income,

{(4) Due to the changes in ownership percentage in investees accounted for under the equity
method for 2004, the difference NT$1,308 is adjusted to capital reserve.

{5) The individual total assets and operating income of all subsidiaries were less than 10%
of the unconsolidated total assets and operating income, respectively, of the Bank. In
addition, the combined total assets and operating income of those subsidiaries were less
than 30% of the unconsolidated total assets and revenues of the Bank. Thus, the Bank
was not required and did not prepare consolidated financial statements.  However, since
2004 under the Guidelines Governing the Preparation of Financial Reports by Public
Banks, the Bank is required to include in its annual consolidated financial statements
those subsidiary banks - International Commercial Bank of Cathay {Canada), which are
invested by the Bank even its total assets and net sales less than 10% of the Bank.




Baomds consisted of

1I.5. bond=
Fura Baonds
Thailand baomds

Subordinated beneficiary certificates-retained

inierests of securitization
Cithers
Tatal

December 31,  December 31,  December 31,
2003 2004 20004

Mew Tarwan Diollars LS. Dollars
54,631,301 33,213,809 5101,165
1,341,765 1,085 388 14481
865,023 101,728 31,847
10770, () 33,682
1,864,321 2,729 858 85,931
B8,T02.410 59,120,783 3287.106

a. In December 2004, the Bank sold part of its enterprize loans under securitization

transactions. The Bank entrusted these loans to the special purpose trustee- The
Hongkong and Shanghai Banking Corporation Limited (HSBC) for issuing beneReiary
certificates.  The investors of the subordinated certificates have a right over any
remaining interest paid after fixed interest has been paid to the holders of the senior
certificates in accordance with the principal amount. When the debtors fail to pay on
schedule, the investors and HSBC have no recourse to the other assets of the Bank. Due
to the holders of subordinaled certificates have a lower prionity claim than the holders of
senior certificates on the assets of the tnust, the value of the subordinated certificates is
subject to credit, prepayment and interest rate risks on the transferred financial asseis.

The terms and key economic assumptions used in measuring retained interests were as
follows:

Terms Enterprise Loans under Securitization
Date of issuance December 16, 2004
Carryving amount of enterprise loans NTE5, 350,01
Gain (loss) on securitization NTS-
Senior
Series of certificates First Tranche Second Tranche  Bubordinated
Principal amount MTH3 424 000 NT3E56,000 NTSLO70,0)
Anninal interest Floating interest  Floating interest ;
rate phus 0.4% rate plus 1.0%:
Ky assumpiions used m measurmg
retained inlerests
Prepayment pace (annual rate) (%
Expected weighted-average life (in vears) 3 years
Expecied credii losses (anmual rate) 0%
Drizcounted rate for residual cash Mows L.192%



b.

Sensitivity analyais:

As of December 31, 2004, key economic assumptions and sensitivity of the cument fair
value of residual cash flows to immediate 10 percent and 20 percent adverse changes in

these assumptions were as follows:

Terms Enterprise Loans
Carrying amount of retained interest NTS1,070,000
Weighted-average life (in vears) 3 years
Discount rate of residual cash flows {annual rate) 1.237%
Impact on fair value of 10% adverse change NTH(365)
Impact on fair valoe of 20% adverse change NTH(640)

The securitized enterprise loans had not resulted in any credit losses as of December 31
20004, thus, the expected static poal credit losscs are equal to the expected credit losscs.
The Bank anticipated that no credit losses came from the secuntized enterprise loans
since there is no case in default on those loans.

Cash flows:

Proceeds from new securitizations is NTS4, 280,004,

7. OTHER ASSETS - NET

December 31, December 31,  December 31,

2003 2004 2004
Mew Taiwan Dollers LS. Dipllars
Deferred income tax — net (Note TV-18) S$348.353 430,526 §13,552
Refundable deposits 337,840 359,364 11,312
Temporary paymenis 404,467 349,541 11,003
Foreclozed property 55,029 111,718 3517
Less: allowance for probable losses and (52.011) (36,964) (1.164)
accumulated depreciation of foreclosed
property
Orthers 218 987 204 220 6,429
Net 51,312,665 S1.418.405 544 649




8. DUE TO THE CENTRAL BANK OF CHINA AND COMMERCIAL BANKS

9.

DDue to the Central Bank of China
Call lnans from hanks

Due 1o commercial banks
Owverdrafts from banks

Tuital

PAYABLES

Accounts payable

Acceplances

Accrued mberest

Accrued expense

Income tax payable

Dividends pavable

Collection for customers

Forward exchange contract payable-net
Miscellaneous

Toval

10. DEPOSITS AND REMITTANCES

Dreposits:

Time deposit

Savings-time

Savings — demand

Diermand deposit

Checking

Megobiable certificates of deposit
Eemittances
Tiotal

December 31,  December 31,  December 31,
2003 2004 20 )
Mew Taiwan Dollars 115, Dollars
5136,918,599  F153.917 548 34, B45,050
L1247, 772 20,009,264 612,689
61,991,781 62,783,037 1,976,298
2,761,636 1447 937 43,579
$232 919788 3238 247 785 S5T7499 616
December 31,  December 31, December 31,
2003 204 2004
Mew Tavwen Dollars LL.5. Dollars
312,717,660 815,747,776 $495,712
6,620 462 TA81.915 232370
1,578,722 2,002,996 63,051
2,233 436 2,636,781 83,001
1,199,514 2,238,660 0,460
5,569,654 5,564 654 169,07
853,630 433 890 13,658
1,385,693 4,840,634 152,374
1,195,744 1,763,192 55,502
$33,154,815 £42.415408 $1,335,164
December 31,  December 31, December 31,
2003 204 20
Mew Tarwan Dullars US. Dollars
222,165,096  5238.454,904 $7.506,138
104,819,362 119,227,953 3,756,231
110.081,227 123,743,644 4,210,011
172,006,184 187,357,998 5,807,696
18,553,965 17.559,316 552,716
2983, 50K 2,395 2K 75,307
4,778,586 6,553,694 206,299
5635,388,320 5705.392,799 522,204,508




11. BONDS ISSUED

December 31,  December 31,  December 21,

2003 2004 20004
MNew Tarwan Diallars 15, Dollars
Subordinated Bongds S, 7060, (00 £13, 900,00 2437 547
Coordinated Bonds . 3,900,000 122,765
Exchangeable Motes TA424 245 2 728,554 B3 B0
Todal £14.124 245 520,528,554 646,202

(1) The Bank issued five-year, amd five-vear and six-month to seven-year coordinated bonds
amounting to NT$3,900,000 with stated interest rates of 2.254% through 3. 80% for the
first six-month periods from the issue date and with interest rates counted according to
stated adjustment formula for the rest of outstanding periods.  The Bonds are repayable
at maturity, and the interest are payable semianmually. In addition, the Bank issued
arother fve-year and seven-month, and five-yvear and six-month subordinated bonds of
NT$7,200,000 with a stated interest rate of 2.7% and 2.85%. The subordinated bonds
arc repayable at matunity, and the interest are payable annually.

(2) On December 10, 2001, the Bank issued five-yvear subordinated bonds of WT 36,700,000
with a stated interest rate of 2.99%.  The subordinated bonds are payable at maturity,
and the interest are payvable annually.

(3) The Bank issued zero coupon Exchangeable Notes which are exchangeable for
144,760,000 shares of Cathay Financial Holding Cao., Ltd., at a face value of US$1,000
dollars on May 27, 2003. The total value issued amounted to US$218,373 thousand
and the matunity date 15 May 27, 2008. The Notes are exchangeable, al the option of
the noteholder, at any time on or after June 26, 2003 and on or prior to April 28, 2008,
for common shares of Cathay Financial Holding Co., Ltd. at an exchange price defined
in the offering memorandum. Unless previously redeemed, exchanged, repurchased or
cancelled, the Notes will be redeemed at compound annual rate of 1% of their principal
amount in 1.5, Dollars on May 27, 2008.

The noteholders have exercised their rights to exchange their bonds with the tofal
principal amount of TTS5132,483 thousand for the vear ended December 31, 2004,

12. BORROWED FUNDS

December 31,  December 31,  December 31,

2003 20 2004

Mew Tarwan Dollars 5. Dollars
Commercial papers payable 35094, 260 39,755 440 8307, 054
Less: discounted commercial papers payable (35,623} - -
Net 5,058,637 9,755,440 307,084
Central Bank of China 42,723,778 20,761,159 936,835
Cither fnancial institutions 10,686,798 21,530,737 677,748
Total 558,469,213 361,047,536 $1.921.667




EX

13. FENSION

Following is some pension information:

a. Net periodic pension cost
Serviee cogl
Interest cost
Projected return on plan asscts
Amortization
Tovtal

b, Fumded status of pension plans
Wested benefit obligation
MNon-vested benefit obligation
Accumulated benefit obligation
Effects of fulure increase in salaries
Projected benefit obligation
Fair value of plan asseis
Pension fund contributions

Unrecognized benefit obligation at transition

Unrecognized net gain or loss
Beserve for pension benefits

c. Vested henefits-undiscountsd

d. Actuarial assumplions
Discount rate
Rate of future increase in salaries
Expected rate of retum

14. OTHER LIABILITIES

Guaranitees and margnal deposits

Reserve for losses on guarantees

Bonds sold under agrecments to repurchase
Tempaorary credits

{rhers

Thotal

Januzary 1 to December 31

2003 214 2004
Mew Tarwan Dollars U5, Dollars
5351,241 $363,432 F11,440
22,376 177,116 5,575
(70,074} (62,135) (1,956)
(132,057} (%1.913) [2.578)
361,486 396,500 312,481
S(1,942 4200} (2,522 6300 $(79.408)
(2,886, 240 (2,734,029) (i, 062)
(4, E28 Gy (3,236,65%) {165 470)
(1,253,338} (1,296,169) (40,801}
(6,083,998} (6,552 828) (206,271)
5,187,404 3.528.6606 174,032
(B, 504 (1,024, 162) (32,239)
308,531 283,300 B918
(748,758) (552.274) (17 385)
5(1,335,821) 5(1,293.136) £(40,706)
£(2.310.49T7) 82 992 224) (94, 190)
2003 2004
3.0% 3.0%%
2.09% 2.00%
3.0% 3.F%
December 31, December 31, December 31,
2003 2004 Mg
Mew Taiwan Dollars L1.5. Dollarg
33,913,002 51,841,725 357574
1,138,684 [ 1E4.64] 37,290
£,295912 £,055,533 253,574
1,424 720 [.166.017 36,04
1,052,563 BER,008 27,953
515,827,881 513,135,924 £413, 495




15, CAPITAL STOCK

As of January 1, 2003, the Bank had an authonized, issued and outstanding share capital of
NTH37.261,000, divided into 3,726,100,000 shares of NT$10 dollars esch,

16. RETAINED EARNINGS

(1) The Bank's Articles of Incorporation (*Articles™) provides that its annual net income
shall be appropriated and distnbuted as follows:

1) 30 as legal reserve;
2) Special reserve based on operating requirements; and

3) The remainder: bonus to employees — 2.4%; dividends and bonus to shareholders - to
be determined by the sharcholders.

In view of the industrial competitive environment &s well as the needs to cxpand its
business, it is the policy of the Bank 1o apportion cash dividend be at least 60% of the
total dividends paid/distributed and the remaining balance be stock dividend. Cash
dividends is payable within two months from the declaration date.

Dividends and bonus to shareholders should be calculated to the nearest cent; any
remainder from this calculation will be combined with the retained earnings of the

following year.

The above appropriations should be resolved by the shareholders in the following year
and given effect to in the financial statements of that year.

(2} Under SFC regulations, when appropriating the current vear's net income, the Bank
should set up a special reserve, which is equal to the debit balance of cumulative
translation adjustments and unrealized loss resulting from the decline of value of
long-term equity investments. A portion of this reserve is reverted to unappropnated
camings when the debit balances of the foregoing accounts decline.

In addition, under the Company Law, a legal reserve should be appropriated until the
reserve equals the ageregate par value of the Bank's outstanding share capital. This
reserve can only be used to reduce or offset a deficit, and when the balance of the reserve
reaches 50% of the aggregate par value of the Bank's outstanding share capital, up to
50% thereol can be transferred to capatal (as stock dividend). The Banking Law limits
the total amount of cash dividends and additional bonuses to shareholders that can be
paid by the Bank to 15% of the aggregate par value of the Bank s outstanding share
capital until the legal reserve equals the aggregate par value of the Bank’s outstanding
share capital.

@




Under the Integrated Income Tax System, which took cffcct on January 1, 1998, ROC
resident shareholders are allowed a tax credit for the income tax paid by the Bank on
earnings generated since 1998,

(3) The appropriations and distributions were approved by the Bank s board of directors on

March 26, 2003 and May 19, 2004, respectively. The information 15 as follows:

Dividends and bonuses to

shareholders - cash

Bonus to employees — cagh

2002

2003

NTHLA61 Daollars Per share NTS1.24 Dollars Per share

NT$56,552

17. SELLING AND ADMINISTRATIVE EXPENSES

KNT5114,327

{1) The amount of selling and administrative expense for the vear ended December 31, 2004
includes NTH7 444,594 of selling expense, NT$2,252,189 of administrative expense and
MWTS5373, 269 of others.

(2) The following is a summary of the components of staff, depreciation and amortization
expenses for the yvears ended December 31, 2003 and 2004

By function Jamuary 1, 2004 10 December 31, 2004
Mew Taiwan Diollars LS. Dollars
Selling  [Admdnistrative Belling  |Adminisirative

By naturs axpense Expense Total CEPEIEE CX P Total
Staff Expenses

Payrall 51600741 | 51493394 | 35.184,135 116,178 47,009 &163,187

Staff insurance 200,004 37.559 247 463 507 1,182 7780

Pension 330,028 6472 396,500 10,074 2407 12451

Cither sinll expenses 155,731 37354 237 06F 6,287 1,173 7462
[Drepreciation 373,704 171,593 545,303 11,763 5403 17,165
Amaoriizntion 8,352 - I3 T3 E1G 2408 13 213

By function|  Jaowary 1, 2003 to December 31, 20403
Selling, Addministrative

Hy nalure CXpense EXpeIEE Total
Staff Expenses

Payroll expense 81651664 | 51,316330 54067 554

SinfT insurancs 0461 6520 246,381

Pension 52,051 (9.435 361,486

Cither siafl expenses 133,756 39,798 223,554
Depreciation 3E5, 268 174,105 359,374
Amortization 51,336 128 A1.464
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18. INCOME TAX

Under a directive issued by the Ministry of Finance (MOTF), a financial holding company
and 11z domestic subsidianes that held over 90% of shares issued by the financial holding

company for 12 months within the same tax vear, may choose to adopt the linked tax system

for income tax filings. Mega Financial Holding Co., Lid. intended 1o adopi the linked tax
systern for income tax filings with its qualified subsidiaries in 2003

{1) The reconciliation between income tax payable and meome tax expense 15 as follows:

Tax on pretax accounting income at maxinim
statutory rate (25%)
Tax-exempt income
Add (deduct) tax effects of:
Permanent differences
Temporary differences
Foreign income taxes over the statutory limit
Current income (ax expense
Deeferred
Allowance for probable losses on loans and
receivables
Curmulative equity in net income of foreign
investess
Pension benefits
Emplovee benefits
Accumulated depreciation
Utnrealized foreign exchange gain
Others
Loss carryforaards
Adjustment of prior year’s tax

Income taxes {10%:) on undistnbuted camings

Income tax expense

Income tax is based on taxable mcome from all sources.  Foreign income taxes paid are

Jamuary 1 to December 31

2003 2004 2004
Wew Taiwan Dollars LS. Dollars
52259184 B2 O9GHE 193 503,433
(928.325) (712,019 (22,413)
(479,111 (1,479,582) (46,575)
02,533 #2,173 2 567
496,211 Q4T ITE 29 819
1.550,492 1,806,040 56,851
(283,187) 41,447 1,305
16,779 13,364 421
21,659 - -
13,3435 QETT 311
(22,665) (4,004) {126}
58,871 (13,128) (414)
(37,315) (97,135) (3,058)
s (32.594) (1,026)
194,411 (212,922) (6, 702)
- 176,353 5,351
$1.542,370 51,687,298 £53,113

creditable to the domestic income tax obligations to the extent of domestic income tax

applicable to the foreign-source income.
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(2) Deferred income taxes as of December 31, 2003 and 2004 consisted of deferred income
tax assets - net (presented as pard of other assets), as follows:

December 31
2003 200 00
Mew Taiwan Dollars .5, Dollars

Deferred income tax assels

Loss carryforwands £ 532,59 51,026
Allowanee for possible losses on loans and 380,586 339,139 10,676
receivables
Beserve for pension benefits 295,765 295 765 9310
Accurmulated depreciation 131,147 135,151 4,254
Employes benefits 17,816 7919 25
Otther 63,928 166,063 5227
Toal E94, 242 976,651 30,743
Drelerred income tax Habilites
Cummulative equity in net income of foreign (231,974) (245,342) (7,723}
mvestees
Unrealized foreign exchange gain (313,911} (3060, TR} (9,468)
Total (545.889)  (546,125)  (17,191)
Deferred income tax assets-net 8348 353 £430,526 £13,552

(3) The information on the implementation of the integrated income tax system as of
December 31, 2003 and 2004 is as follows:

December 31
2003 2004 2004
New Taiwan Dollars U.5. Dollars
Balances of the imputed fax $112,486 3184431 5,806
Unappropeiated earnings before 1998 510,923 FI0.923 F344
Unapproprinted exmings after 1995 _ 7,510,344 10,203,487 321,188
Tosal $7.521,267 310,214,410  §321,532

The creditable tax ratios for distributing 2002 and 2003 earnings were 6.91% and 0.72%,
respectively.

The income tax refurns of the Bank through 2001 had been examinad by the tax
authorities. In connection with such examinations, the Bank disagreed with the
assessment and appealed to the (ax authortics for 1996, 1998 to 2000,



Interesting income tax levied on the interest income gained by preceding holders of
bonds during 1996 to 2002 amounted to NT$248.971 were disallowed to be an deduction
against the Bank’s income tax obligations by tax authorities. The Bank recorded tax
pavable and tax expense derived [rom the bond withholding tax thereafter. The tax
authorities have the resull about the above examination and the Bank has made proper

adjustment for the result.

19. EARNINGS PER SHARE
Mumerator Denominator EFS
For the years ended Pre-tax After Tax [Shares in Pre-tax Adfter Tax
In Thouwsands of WT Dallars Thousansds )} In MT Dollars
December 31, 2003 $9.036,777  $7.494.407 3,726,100 §2.43 £2.01
December 31, 2004 S11,E72,773 $10,185,475 3,726,100 £3.19 $2.74
In Thoasands of US Dollars In US Daollars
December 31, 2004 3373,734 $120,621 3,720,100 S0 10 $0.09

The average balances of interest-earning assets and interest-bearing liabilities for the years
ended December 31, 2003 and 2004, calculated by the daily average balances of these assets
and liabilities, were as follows:

For the years ended
Diecember 31, 2003 December 31, 20604
Average Areerage Average
Averape Halanoe Habe {%5) Aweregge Balosoe Fode {5} Balaroe
Hew Taiwan Doliors Mew Taiwan dallars UL Doflars
Aaseti
Pue from commereial anks L2006 580 1.24 155,174,158 1.40 %4, RE3, 4T
D frowry e Certral Rank of Chie 17, 85352 144 19,275,212 I.15 LA
Securitims purchased and bond mvetmeniz ZHGILF14 215 477, 155, 550 Lil B I 045
Rereivable from soountes credit 136,196 .51
Bills and loans 508, 26E 453 1.06 56257849 7 17,718,190
Agvaean reieivale-iral] cand TIELI63 1%.06 14L139.212 1E45 35067
Frivints riorivable-Bicoring A5 114 FRLY 1835585 1id T3 RIE
DBonds purchased wmder egreements w EXLITR 13 141528 [k 4 ARE
Tesell




EX

21.

Liahili

M o e Central Bank of China

s o commenerc kall banks

Raorks gild widir agrecments o
repurchase

[hernand depesisy

Savings depasits-domand

Time degesits

Smvings deposits- L

Megohiahle certificali of dipos

Baords-Coordiraied

Bonds- suhondineded

Bomds-sxchinnpeshls foies

Fearroawed find

Commercial papers payahle-net

1860354072
85, 520,B0
T894, 810

1546714044
09,580 600
21201145
15047 20D
4077028

3, PR CHH}
T AM 345
FI,MES1Y
S50 MM

82
1.54
058

032
042
E.25
1.9
.24

2.0
[
129
A3l

145, ZELA6
A0IA2T
L0, 166558

136,773,750
125 280, afs
2T &T2 AN
101,15 R352
2AL2 50
H 27 D0
R003, 7T
b, 135058
Gb,350, 150
570,343

MATURITY ANALYSTS OF ASSETS AND LIABILITIES

1Li&
1.42

011
o
1.3
1.55
v ik |
115
P |
(0B
L.30
556

4575246
2519231
A20,024

FRTLA0G
AHBOTI
7AR1 52
J A9 AR
T4.957
103, 7R+
Tl T
19,145
2,084,145
1E1,337

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

Maturity of assets and liabilities states as follows:

Assets
Cash and cash equivalent

December 31, 2003 (New Taiwan Dollars)

D from the Central Bank of China and

call loans o banks
Securities purchased
Reccivables
Bills and bpans
Investments-bonds
Total

Liabiliticg

Thue to the Central Bank of China and

commercial banks

Secunities sold under agreements o

repurchase
Payubles
Deposits and remittances
Bonds issued
Borrowed funds
Total

Due 1m Due after

Umne Year {Cme Year Total
520,556,244 £- F20.556, 246
168.632.7% - 168,632,794
268,775,276 - 268,775,276
39,122,104 = 30,122 104
360,507,136 160, 244 002 529752038
01,399 8,001,011 B, 702410
$E6T, 204 957 £177.245.913 51,04 540,870
$232,919.758 %  §232.919,788
8298912 - 8,298.912
313,154,815 - 33,154 B15
623,767,320 11,621,000 635,388 34
= 14,124 245 14,124 245
57,687,259 TE1 954 58,469,213
3955, 828,094 $26,527,199 $982,355,293




Assets

Cash and cash equivalent

e from the Central Bank of China and
call loans to hanks

Securities purchassd

Receivables

Bills and loans

Investments-hbonds

Total

Liabilities

Due to the Central Bank of China and
commercial banks

Secunties sold under agrecments to
repurchase

Payables

Drepasits and remitiances

Bonds issued

Borrowed funds

Total

Agsets

Cazh and cash equivalent

Due from the Central Bank of China and
call loans to hanks

Securitics purchased

Receivables

Loans and bills

Investments-bonds

Tonal

December 31, 2004 (Mew Tarwan Doellars)

Due in Due after

One Year One Year Taotal
$34,705,807 % 534,705 B0
158,835,295 - 158,835,205
198,825,254 52,034 252 280,854,506
52519354 - 52,519,554
2035 846,716 312081475 605,928,189
1,474,330 Tadt 453 0120, 783
$740,206,756  $401,762,178  §1.141,068934
$218,247 786 5= S2I8. 24T TRG
B.055,533 B 055,533
4 415 498 - 42415498
0R2,.556,271 22,836,528 705392799
2728554 17, B, (WM M0.528.554
34,485,704 26,561 832 61,047,536
51,008 489, 346 BT 098360 51075687706

Diecember 31, 2004 (115, Dollars)

e in Due after

Omne Year One Year Tatal
51,082 477 i 81,082,477
4,900 §52 - 4, 400 B52
6,258,665 2582 19 8,840,957
1,653,215 - 1,653,215
9,249 771 0 823,768 19,073,539
46,400 240,697 287,106
£23300389  S12.646,757  $35.947,146

I




i

Liahiliti

Chizotang Bank
Chung Hsimg Bills Finance Corp,

Taiwan Fimance Co.

Cathay lnvestment & Development Corporation (Bahamas)
Yung-Sing Industries Co,

Wing Card Co,, Lid.

Chima Post Corperation Limited

(ithers

Deee 1o the Central Bank of China and 37499616 3 §74% 610
commercial banks
Securtties sold under agrecments to 253574 - 253,574
repurchase
Payables 1,335,164 . 1,335,164
Deposits end remittonces 21,485,655 TI8,853 22,204 508
Bonds 1ssued B5.B90 60,312 66, 202
Borrowed funds 1085548 836,119 1,921,667
Total $31,745.447 $2,115,284 §33,860,731
V. RELATED-PARTY TRANSACTIONS
Belated parties Belatsonalsip
Miga Frielal Haldings Ca. Lid. Parant commpany
Intermational Commercial Bank of Cathay{Canada) The subsidiary

Subsidiary of Mega Financial Holding Ca., Lad,

An imvestez of Mega Financial Holding Ca,, Ltd. acooumted
for equity msthod

An investes accounted for eguity medhod

The Subsidiary

The Subsidiary

The mdrrect subsubiary

The director of Mega Financial Holding Co., Led.

Cernin directors, supervisors, managers amd relatives of the
Blank’s chairman and general managers

The transactions with the foregoing related parties are summarized in Exhibit L.

VI.PLEDGED ASSETS

As of December 31, 2003 and 2004, the following assets had been provided as collaterals or

refundable deposits:
Diecember 31
2003 2004 2004
New Taiwan Dollars U.S. Dollars
Securities purchased §$10,548,400 $10,433,400 $328,425
Bomd invesimenis 3,830,522 2,406,800 FENL Y
Total $14,378,922 $12,840,206 404,187




