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Last year was a time of severe trial
for the global economy. In addition
to the influence of the American
economic slump and the
weakness in demand, the collapse
of the telecommunications giant
WorldCom, the practice of
fraudulent bookkeeping, worldwide
terrorist activity, and the war
clouds gathering between the
United States and Iraq caused
investor confidence to collapse,
and news of bad debt and poor
corporate profits permeated the
entire market and created a
negative impact on the recovery of
the global economy. The impact
was especially severe on the
global stock market, with total
market capitalization shrinking
about 20% for a loss in value of approximately US$4.6 trillion-the

largest contraction ever.

In regard to the prospects for recovery this year, the Central Bank
of China forecasts Taiwan's economic growth rate for the year at
3.43% and the rise in consumer prices at 0.35%. Despite this, the
supply of capital may still be greater than demand, making
interest rates in the market more likely to fall than to rise; under
these circumstances, all of the Taiwan Business Bank's personnel
will redouble their efforts and go all out to develop our business

and reach our profit target.

In addition to the continued provision of a full array of fast and
convenient financial services to small and medium businesses
over the past year, the TBB also listed personal financing as one
of the focal points of its business development. Besides
vigorously developing our original credit card business, the Bank
also introduced a number of consumer loan products and index-
based housing loans as services to our customers. In line with the
provisions of the Trust Business Law, beginning in fiscal year
2002 the Bank began operating its trust and securities
businesses independently, with the Trust Department being
exclusively responsible for trust-related operations. Besides
vigorously developing the fund marketing and custodial banking

businesses, this department also developed and applied for
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permission to institute new types of trust businesses and made
plans to combine various types of financial products in the
deposit, trust, insurance, securities, and monetary markets.
Special portfolio management agents were also established at
the different business units in order to provide customers with a
more complete range of investment portfolio consulting services.
In the improvement of asset quality, the Bank took on the
disposition and lowering of bad loans as a key task; besides
helping the various branches with loan collection management,
the Bank's headquarters also sold bad debt in the amount of
NT$31.328 billion to asset management companies in a
strenuous effort to clear up non-performing loans and write off
bad debt.

Although the TBB does not currently have any plans to set up a
financial holding company or merge with other institutions in the
financial or other industry, we have moved to reinforce our
competitiveness by carrying out numerous business
diversification and strategic alliance programs so as to enter
securities, insurance, investment trust, and other fields. We first
established the wholly owned TBB Insurance Agency Co. and
formed an alliance with the ING Life Insurance Co. in order to
engage in cross-industry marketing by combining advantageous
banking and insurance products and resources. Then we
increased our equity holding in the Barits Securities Investment
& Trust Co. with the aim of reinforcing customer service and
boosting competitiveness through vigorous interaction with
reinvested enterprises. In the field of securities, the number of
the Bank's brokerage branches reached 16, more than any other
bank in Taiwan. An organizational change is planned to
accommodate the gradual recruitment of outside professional
managers and securities agents with practical experience and
the adoption of a profit-center concept of the “low base pay, high
bonus system” in the hope of increasing the Bank's share of the
securities brokerage market and expanding our cross-industry
operating capabilities through the implementation of this new

system.

In line with the operating needs of Taiwanese companies and the
opening up of cross-straits financial businesses, the
development of cross-straits financial and trade services has
become a key focus of the Bank's efforts. In addition to
developing the Bank's OBU into a “funding center for Taiwanese
businesses” so as to fill the financing needs of the offshore

operations of domestic clients, we are working together with our
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Hong Kong Branch to use its “middleman” geographic
advantage to provide fast and convenient services to Taiwanese
companies operating in mainland China. The TBB's OBU and
Hong Kong Branch have received permission from the Ministry
of Finance to engage in direct business operations with mainland
China; we have established correspondent banking relations with
16 mainland banks, including the four big state-run banks and 10
big commercial banks there, and business relations are

proceeding smoothly.

Looking forward to the new year, the TBB will continue striving
for the upgrading of profitability and the improvement of asset
quality via the following measures: First, active writing off of bad
loans and reinforcement of the operating system: Bad debt in the
amount of NT$31.328 billion was sold in 2002, and the active
liquidation of bad debt will continue in the future along with the
expansion of the loan business in order to increase bank-wide
income. Second, reinforcement of cross-industry operations and
cross-marketing: Cooperation and interaction with the TBB
Insurance Agency Co. and Barits Securities Investment & Trust
Co. will be strengthened and, in coordination with the Bank's own
business, diversified products that combine banking, insurance,
trust, and securities will be introduced. Also, a “low base pay,
high bonus system” in the profit-center concept will gradually be
introduced for sales personnel in the Bank's 16 brokerage
branches so as to advance toward the goal of establishing a
securities subsidiary. Third, heightening of commission income
and the ratio of consumer financing business: Strenuous efforts

will be devoted to the development of businesses that yield




— N+—FE (91.1.1-91.12.31)
BEWRE

(—) EEXBEMAR

TR OOZHETCHRITHRMES(THE
BANKER)RTOZ EIR—FRIRITHFREH! »
IR EENME—RERNCEHIEFZ DRI
EB219RRE277H » BAHFZ D RIRETR
K213 -

SBEAIRFSEHERE » SR EE TS - 18
RTIR s EREF _RO1TREELERT 18
AR SER - BRAe1L - BtE ~ tS

HEEFE=FEREESIERC DT -

JERIW  KEFIRXDIOIRNERES
7 - BRSNS 1 RN EREEENUR 755N
HERENEIRPRIKITSZRFEREN - £13
FEFBUETURHAEFERENEIRIRIK
IR (BIERSS °

FPIREBIIFTER - RaERIRPHIE
EENEBRERE REBERBEFEURM
BEIEE  HEBESEUREEN - EH
EBEEANRAEEREERESE R 7
M ITEANG ) BEETE - WRBERERER
BIEMEE  EREFERSIREIRIE
FERARES o

EEE
c

HABANRERKREANTPHIERABRAIFED
AE ~ MEEREEIRITIRP R RERIRE
FIBIRZEF | B —ERAIEHRERAKRE
% B TR RERESFRIEREGTER
BY ) F% > WEBHNAER - RE
IEXMLERIFEF S Z2E& °

relatively high commission income, such as consumer financing,
trust, foreign exchange, securities, and insurance, so as to
diversify sources of income. Fourth, reinforcement of the risk
management mechanism and establishment of an assets and
liabilities management system. And fifth, strengthening of
operational and financial planning: With an increase in
profitability, planning will be carried out for the use of pre-
allocation profits to write off bad loans in the next year and to
maintain a reasonable capital adequacy ratio, thereby reinforcing
the Bank's capital structure. At the same time, the Bank will
utilize its existing business niche to maximum effect and hold
firmly to the operating principles of progress, efficiency, and
responsibility in striving for the continued growth of business in
an intensely competitive environment. Following are reports on
the results of our operations in 2002, and the directions in which

our efforts will be channeled in 2003:

I. Business Operations in Fiscal Year 2002
(Jan. 1 - Dec. 31, 2002)

(I) Major Business Achievements

1. According to the ranking of the world's top 1,000 banks
published in the July 2002 issue of The Banker magazine, the
TBB placed 219th in terms of total assets and 277th in tier-
one capital. Among domestic Taiwan banks, the rankings

were seventh and thirteenth, respectively.

2. Services to national treasury agencies were expanded with
active undertaking of national treasury businesses and the
additional establishment of the Hsin Chu and | Lan branches
as National Treasury agencies; the securities business was
also expanded with the additional establishment of the Taipei,
East Taoyuan, and North Kaohsiung branches as brokerage

branches.

3. Two new business units were added in 2002 to increase the
number of business locations and expand the scope of
services: The Tu-Chung Branch and Ta-Ya Branch were
added to the TBB's list of foreign exchange units. The two
were approved for dealing in foreign-currency cash and
traveler's checks. The TBB's forex network now encompasses
51 designated foreign exchange branches as well as 75 units
that deal in foreign-currency cash and traveler's checks,
meaning that all of the Bank's business units are able to

provide customers with at least the convenience of foreign-
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currency cash and traveler's check transactions.

4. In line with customers' financial management needs, the credit

by CD pledge and pledged and amortization savings deposit
functions were added to consolidated deposit accounts in
combination with fixed-time fixed-amount domestic and
overseas mutual fund investment, savings insurance, and
other products. The Future Honors Investment Plan was
instituted, and portfolio management agents were also
established at all business locations to provide customers with
more comprehensive portfolio management consultation and

services.

. Group accounts for foreign nationals and mainland Chinese

citizens, an Internet banking service system, automatic
clearing house operation, and phase-one mass payable
operation were developed, the central registered government
bond clearance business was inaugurated, and planning was
carried out for the establishment of the FXML operations desk

pursuant to Ministry of Finance policy.

. The factoring business was instituted, preferential loans for

the tourism industry were inaugurated, simple SME small
working capital loans were offered, an upstream and
downstream customer supply chain name list was
established, regional loan guidance centers and syndicated
loan promotion teams were set up, and automated equipment
verification operations were inaugurated in order to expand

the Bank's loan business and increase its ratio of SME loans.
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13.

In addition, in line with government policy the Bank extended
financing under the “NT$400 billion preferential home loan”
program and established its own “home loan agent
recommended home loan” program so as to vigorously

develop its home loan business

. Regional loan guidance centers and syndicated loan

promotion teams were set up to provide business units with
effective support and assistance, and thereby to strengthen
professionalism in loan operations and control loan risk

effectively.

. To enhance the quality of operations and economize on

branch manpower and equipment, beginning in July 2002 the
Bank's International Department took over the centralized
handling of import businesses in the Taipei area and the
Kaohsiung Branch began serving as the import business

center for the Kaohsiung area.

. The Bank entered into a strategic alliance with UPS Capital

Global Trade Finance (HK) Ltd. for cooperative engagement
in the international factoring business, thereby helping
companies that export through payment on open account to

raise post-export operating capital.

. In line with the revision of the Statute Governing Relations
Between the People of Taiwan and Mainland China, the
Bank's OBU and its Hong Kong Branch received permission
from the Ministry of Finance to handle direct cross-straits
business relations with banks in mainland China. This will
shorten the time needed to conduct such business, and save

costs for clients in handling foreign exchange operations.

The custodial banking business was actively developed, the
foreign currency trust business was inaugurated, and the T-
Link (investment, insurance, trust-linked) operation and e-
Angel Investment Program were introduced; in addition,
permission was received from the MOF to enter the
insurance fund trust business and the insurance trust,
foreign currency trust, capital equipment trust, real estate

trust, and employee shareholding trust businesses.

The VISA finance card, subordinate secured loan, cash card,
and consumer loan businesses were inaugurated so as to

provide a diversified range of consumer financing products.

The TBB Insurance Agency Co. was established to bring

together the advantageous products and mutual resources

10
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of the banking and insurance industries, and to provide high-
quality insurance products such as group injury insurance,
Lifesaving Plan and Two-year Life and Special Endowment
Plan insurance, and Five-year New Level Pay Life personal
insurance, thus providing customers with “one-stop”

financial management services.

In line with the development of different lines of business, the
Bank completed the computerization of the OBU's forex
business, the centralized processing of forex system data,
the integrated account management system, the Internet
billing system, open system resource integration (tax EDI,
financial EDI, value-added e-banking, etc.) operations, the
addition of new e-banking functions (prearranged fund
transfer, enquiry on uncleared check deposits, credit card
application, reprinting of invoices, etc.), and the
establishment of Internet security and management systems

and a remote back-up mainframe.

In the improvement of the non-performing loan situation, the
Bank sold bad loans to asset management companies in the
amount of NT$6.154 billion in July and NT$25.174 billion in
December. A total of NT$3.766 billion in bad loans were
written off and 11 pieces of collateral taken over, and 35
pieces of collateral were disposed of; of these, five pieces

were auctioned off by the Rebar housing brokers.

The linking of the Bank's Internet enquiry with the credit
information system of the United Credit Information Center
was completed and control items for the United Credit
Information Center's credit enquiry operations were carried
out with the aim of upgrading operating efficiency and
assuring the security of enquiry operations, and operating
guidelines for credit investigation of Taiwanese companies in
Taiwan, Hong Kong, and mainland China were completed to

expand business and carry out risk control.

The second preferential severance program for TBB
personnel was carried out; a total of 157 personnel were
dismissed, for an annual saving of approximately NT$150

million in personnel expenses.

(I1) Budget Implementation, Income and Expenditures, and

Profitability Analysis

Average deposits in 2002 (excluding due to banks) amounted to
NT$761.268 billion, or 100.82% of the budget target; the average
amount of loans outstanding was NT$600.408 billion, or 95.43%
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of the target. Foreign exchange operations carried out during the
year totaled US$26.66 billion, amounting to 100.95% of the
budget target; the amount of stock brokerage handled was
NT$129.196 billion, just 73.15% of the target.

Operating revenue for 2002 totaled NT$36.836 billion and
operating costs were NT$27.189 billion. Operating income was
NT$1.317billion. Gross operating income was NT$9.636 billion
and operating costs amounted to NT$8.329 billion; before-tax
profit was NT$127 million and after-tax loss amounted to
NT$936 million. The ratio of operating profit to operating revenue
was 3.58%, and the ratio of before-tax profit to operating income
was 0.34%. The spread between deposit and loan interest rates
was 2.94 percentage points, and the ratio of after-tax net loss to

shareholder equity was 2.47%.
1. Reasons for losses suffered in 2002

(1) Profits before pre-tax earning was NT$0.127 billion, with
NT$1.09 billion of tax, TBB suffered after-tax loss of
NT$0.963 billion as result.

(2) Liquidation of Non-performing Loans, and Heightening of

Reserves and Write-offs

The weakness of the overall market and the slumping real estate
and stock markets, along with the price marketing strategy that
has been adopted by domestic banks in an effort to attract
customers in the intensely competitive banking industry, have
had an adverse impact on asset quality. In order to improve its
financial status, TBB wrote off bad loans of NT$22.046 billion
and NT$3.766 billion in 2001 and 2002 respectively; and
NT$31.328 billion of non-performing loans was sold in 2002. The
loan lost reserve were up from NT$9.588 billion to NT$
12.321billion from 2001 to 2002. Income before income taxes
was NT$ 0.127 billions, At the end of 2002, its non-performing
loans totaled NT$ 67.607 billions, for a non-performing loan ratio
of 9.76%.

2. The Bank's Profitability is Gradually Improving

After eliminating the special allocations made for improving asset
quality, and lost in Central Bills Finance Corp investment, the
Bank's pre-allocation before-tax profit was NT$ 8.348billion;
compare with the before-tax earnings of NT$ 6.974billion in 2000
and NT$ 7.781billion in 2001, this was an increase of NT$ 1.374
billion and NT$0.567 billion respectively. This shows that
profitability in 2002 was better than in past years.

12
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(Ill) Research and Development

Twelve approved business R&D reports were completed during
fiscal 2002, as follws:

1. Development of and Trends in the Private Banking Business
2. E-Commerce and Internet Security

3. Expression of Information on Bank Performance

4. The Securitization of Financial Assets, and the Feasibility
Study Carried out by the TBB

5. A Blueprint for Development of the Biotechnology Industry,

and Taiwan's Competitive Advantages

6. Enhancement of the Competitiveness of Taiwan Banks

Following WTO Accession
7. How to Create Innovative Financial Products and Marketing

8. Simplification of the TBB's Loan Chop System, and of the

Customer Cross-Guarantee Chop Process

9. A Feasibility Study of the TBB's Extension of Corporate
Intellectual Property Rights Loans

10. Establishment of the TBB's Video Banking Service System
11. Effective Implementation of Self-Auditing

12. Impact of the Formal Implementation of the Euro on

International Finance

Il. Operating Plans for Fiscal Year 2003 (Jan.1-
Dec.31,2003)

(I) Major Operating and Business Policies

1. The SME loan, micro-start-up loan, start-up package loan,
and factoring businesses will be strengthened and personal
loans will be developed so as to advance toward the goal of

becoming a full-service consolidated bank.

2. Strategic alliances will be formed, cross-marketing will be
carried out, new financial products will be developed, the
value-added and functions of existing products will be
reinforced, marketing channels will be expanded, and a new
“one-stop shopping” environment for financial products will

be created.

3. Financial management professionals will be developed, the
ability to manipulate derivative financial products will be

reinforced, operating processes will be improved, and
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operating regulations will be simplified so as to upgrade the

quality and image of the Bank's professional services.

4. Loan asset management will be strengthened and
professional capabilities reinforced so as to enhance loan

quality and efficiency.

5. Active planning will be carried out for the establishment of an
assets and liabilities management information system and
market risk management system in order to strengthen the
effectiveness of assets and liabilities management and

reinforce the risk control mechanism.

6. Cross-straits investment and trade financial services will be
strengthened, and clients will be encouraged to use the
Bank's OBU and Hong Kong Branch as fund deployment

centers.

7. Planning for the establishment of an information management
system will be carried out, including the establishment of
customer databank and customer relations management
system, to facilitate bank-wide business integration and the
provision of decision-making information as well as to

reinforce business development capabilities.

8. The trust and consumer financing businesses will be
developed and agency, collection, and custodial businesses of
all kinds will be vigorously pursued in order to increase the

ratio of commission income and enrich bank-wide income.

9. The stock brokerage business will be expanded and branches
will be encouraged to pass on securities customers, the
corporate customer base will be developed, and the futures

and options markets will be vigorously expanded.

10. The loan review function will be reinforced, implementation
processes will be speeded up, and demands for the payment
of bad debts and the takeover and disposition of collateral

will be strengthened.
(Il) Business Targets
1. Deposits (excluding due to banks): NT$762,600 million
2. Loans: NT$607,000 million
3. Foreign exchange transactions: US$27,900 million

4. Securities brokerage: NT$213,400 million
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The above descriptions cover the results of the Bank's
operations over the past year and its future development goals.
Looking to the future, the establishment of financial holding
companies will lead to the formation of strategic alliances of
various kinds. Market interest rates will be low, compressing the
banks' room for profits, and the entry of foreign banks into the
domestic market with their advantages as transnational
enterprises will confront banking operations with even more
challenges. As one of Taiwan's top-10 banks, the TBB deeply
realizes that its traditional deposit and loan businesses are no
longer able to satisfy the needs of its customers, and that only by
improving its operating structure, enhancing profitability,
increasing the diversity of its financial products, and providing a
full range of investment portfolio services and corporate financial
consultation services will it be able to establish a strong
relationship with its customers. These, therefore, will be the
goals toward which the Bank will direct its efforts. It is the long-
term care and support of you our shareholders, directors, and
supervisors, as well as the leaders of industry and the elites of
society, that have enabled the Taiwan Business Bank to
strengthen and grow, and for that we extend to all of you our
heartfelt thanks. In the future, our entire staff will hold firmly to
the operating principles of progress, efficiency, and responsibility
with the aim of achieving a brilliant earnings performance and

creating profits for our shareholders.
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I. History

The forerunners of the Taiwan Business Bank were two private
savings organizations, one established in Taipei in June of 1915
and the other in Tainan in July of the same year, following the
traditional practice of forming cooperatives.

Following the restoration of Taiwan to the Republic of China on
Oct. 25, 1945, these two organizations and two more savings
cooperatives were taken over by the Taiwan Provincial
Government and, on Sept. 1, 1946, were reorganized to form the
Taiwan Mutual Financial Co., Ltd. On May 31, 1947 the Taiwan
Mutual Financial Co. absorbed the Tokiwa Real Estate Co., Ltd.,
and reached an accumulated capitalization of $10 million former
Taiwan dollars. On June 1, 1947 the name of the company was
changed to the Taiwan Provincial Mutual Loans and Savings Co.,
Ltd. Then, because of the similarity of its business to that of a
private cooperative, the name was changed again in January
1948, to the Taiwan Mutual Loans and Savings Co., Ltd.

Following the promulgation of the revised Banking Law in 1975,
the company was reorganized, on July 1, 1976, into the Medium
Business Bank of Taiwan in line with the government's overall
economic policy and the provisions of the revised law. It was the
first specialized bank established by the government for the
purpose of providing financing assistance and guidance to small
and medium-sized enterprises.

To cope with the liberalized and internationalized financial
environment, and to conform to the government's vision of
building Taiwan into an Asia-Pacific Regional Operations Center,
the TBB was transformed into a private bank on Jan. 22, 1998
and entered a brand-new age of operations. At the time of its
reorganization in 1976 the Bank's capitalization stood at NT$500
million, and it had 50 branches as well as 58 sub-branches. To
augment its operating funds and reinforce its operating base,
capital increases have been carried out repeatedly until the
current capitalization has reached NT$31,809.07 million. The
Bank's organizational structure is continuously readjusted in
response to business and operating needs. In addition to the
Auditing Department and the Secretarial Department under the
Board of Directors, there are management units consisting of 15
Departments. Domestic branches now number 124. In addition to
the Offshore Banking Branch, there are also three overseas units,
including the Los Angeles Branch, Hong Kong Branch, and
Sydney Branch.
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() Directors, Supervisors, and Top Managers

EH¥EH : 915128315
As of Dec. 31, 2002

BER |MEE REARE |HRHTHEEER  altmEREE| 900820 | TEA@ER | 195137180 6.135
Chairman | {5 A BIARAT | R EBPRAEEER  MEEERE| 20010829 | (9206.14)
5B = AR~ HREEFESEIR - HER 2 years and
Ministry of Master's FEITENSESE  SESHNEE eight months
Finance Degree, RE (&) RIEF  0EEMEE (2003/06/14)
Representative: | Graduate BB (1) RNIERA
Wang Rong-Jou | School of Director, Department of National Treasury,
Law, National Ministry of Finance; Commissioner, National
Chungshing | Tax Administration of Taipei; Director,
University Investigation Bureau, Ministry of Justice;
Administrative Vice Minister of Finance;
Chairman of the Board, Central Trust of
China; Chairman, Trust Association of the
R.0.C.; Director, Financial Asset Service
Co.; Supervisor, Taiwan Asset Management
Co.
ERES | MIED EEHE | DRI DTN - (EEEANEIE BB 900829 | THE/\ER
FRIRITE | ARA T%5K TR B  EEESSAMAT 20010829 | (92.06.14)
Managing | B2 EERET BT ABMARNES REERR 2 years and
Director | Ministry of MBA, New RESEESE 2EBRGLBENE eight months
and Finance York Institute | £ - FERS « mMAZE SR (12) AIE (2003/06/14)
President | Representative: | of Technology =N
Soo Jin-Fong SVP & General Manager, Trust Department
General Manager, Loan Supervision
Department GM, Senior Vice President,
Land Bank of Taiwan; Director, Fuh-Hwa
Securities Finance Corp.; Director, Union
Bank of Taiwan; Director, Farmers' Credit
Guarantee Fund; Deputy Secretary General,
Consultant, Bankers Association of the
R.0.C.; Supervisor, Chung Hsing Bills
Finance Corp.
ERES | 2ERT E N FRFINEBEIBR - RIAREE| 891015 ZE/\ER | 888,002,495 21.917
Managing |{£3& A EHER T NEBBE 2000/10/15 (92.06.14)
Director | [FfTE Business Deputy Director General, Foreign Exchange 2 years and
Bank of Taiwan | Dept. National | Dept., Deputy Director General, London eight months
Representative: | Taiwan Representative Office Representative, (2003/06/14)
Chou A-Ting University Foreign Exchange Department Director
General, Central Bank of China
EBES | BERT BEAE | RERITDITIEE HBESMBEME| 910507 | TENEAR
Managing | {22 A BEHR B RBESMZE 2002/05/07 | (92,06.14)
Director | S History Dept., | General Manager, VP of Consumer Banking 2 years and
Bank of Taiwan | National Department and General Affair Department, eight months
Representative: | Taiwan Bank of Taiwan (2003/06/14)
Kao Ching Normal
Chang University
EHEE |E-#7 BARE  |B-RITD1IEE  BEITE BIR| 901022 | TENER | 207,851,088 6.525
Managing | {£3% A HE% prast] 2001110122 | (92.06.14)
Director | EZ&KE International | General Manager, Business Department 2 years and
First Trade SVP & General Manager, Senior Vice eight months
Commercial Department, | President, First Commercial Bank (2003/06/14)
Bank National
Representative: | Chengchi
Huang Hsiu- | University
Nan




ESH | Waxg SEERDITEE  BRHRNEE 8| 900003 | TFEN\EA
BRI | ARA EER BEEE  EENE  BHEERGERQ | 20010903 | (9206.14)
Director | FEH Department of | SJE % - E& P IREELIE 2 years and
and Ministry of Law, National | SVP & General Manager, Past-due Loan eight months
Executive |Finance Chengchi Processing Center Director, Auditing (2003/06/14)
Vice Representative: | University Department Director, Secretary General,
President |Lee Chun- Taiwan Business Bank; Director, Union
Sheng Real-Estate Management Corp.; Executive
Vice President, Taiwan Business Bank
BES BATNER WaXE  |MHA2E hREVREAIEF | 81015 | “HEN\ER
Director | {3 A ARABAE| MREESEHES EBENEME | 20001015 | (92.06.14)
RIRE BT FESEER 2 years and
Ministry of Graduate Counselor, Ministry of Finance; Director, eight months
Finance School of Central Insurance Co.; Managing Director, (2003/06/14)
Representative: | Public Central Trust of China; Chairman, Overseas
Wu Tsan-Hei Administration, | Chinese Loan Guarantee Fund
National
Chengchi
University
£ BRI SERREE oABRMERNEE  oROER | 891015 | TENER
Director | {{Z& A RESRES| ANSETEES IR WS | 20001015 | (92.06.14)
ERE T FesmEIRR 2 years and
Bank of Taiwan | Medical Chairman, Dept. of Anesthesiology, National eight months
Representative: | Sciences Taiwan University Hospital; Advisor, Taishin (2003/06/14)
Huang Fan-Yen | Department, | International Bank; Director, Taichung
National Motors Transportation Co.; Vice President,
Taiwan Wu Ho-Shih Memorial Hospital
University
BS BIERT A | ZEROINR - EAZEBREE 8| 891015 | THEN\ER
Director | {{3& A WIERR |EE EE 200011015 | (92.06.14)
BB Department of | Division Chief, Data Processing and 2 years and
Bank of Taiwan | Mechanical Information Department Business Planner, eight months
Representative: | Engineering, | AVP, SVP & General Manager, Bank of (2003/06/14)
Chou Chau- National Taiwan
Hsiung Chung Kung
University
£ EEHT fMEAE | =ERONER - B2 @SR 89.1015 | TH/N\ER
Director | {tF& A HER IR 2000/10/15 (92.06.14)
EE English Division Chief, AVP, SVP & General 2 years and
Bank of Taiwan | Department, | Manager, International Management Dept. eight months
Representative: | National Bank of Taiwan (2003/06/14)
Chiu Dan-Chih | Taiwan Normal
University
£ TSRS ZEEENE | KBHE - REERER « HENE 89.10.15 | TEF/\[AR | 160722174 5.053
Director | 3R A DARSEEE| B FARCEREIAET  30TA | 20001015 | (92.06.14)
FHRMR T B HIARISEMREIARE 2 years and
Land Bank of | Ph.D., Advisor, Ministry of Education; Director, eight months
Taiwan University of | Third Division, Institute of Economics, (2003/06/14)
Representative: | Pennsylvania | Academia Sinica; Prof., Tam Kang
Hsu Song-Ken University;
S BALIRIT ERZR | ECROAZEIE  FEDEE A 89.1015 | TE/\[AF | 329711334 10.355
Director |32 A BIER | NEREER BIECE 200011015 | (92.06.14)
RRIE Accounting Personnel Dept. Director, Human Resources 2 years and
Chang Hwa Dept., Feng | Dept. General Manager, Savings eight months
Commercial Chia Academy | Department SVP & General Manger, Chang (2003/06/14)
Bank Hwa Commercial Bank
Representative:
Chen Chen-

Jau
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&% E—RIT REHER |EEEREITENER  aRAEX 89.10.15 | “F/\[ER
Director | f{ZRA HIRBIR | SRMRARERIAR  3OTASE | 20001015 | (92.06.14)
Shizeh SERET | KEREMISIRINE 2 years and
First Ph.D.in Executive Secretary, International Culture & eight months
Commercial |Political Economy Association; Associate Professor, (2003/06/14)
Bank Economics, Graduate School of National Development,
Representative: | Sussex National Taiwan University; Associate
Kuo Jiann-Jong | University, Professor, Graduate School of Mainland
UK. Chinese Studies, Tam Kang University
EF EmIRIT altIs BEEgETRE () AT #HEEx| 81015 | ZHEN\@EF | 156961124 4.934
Director | f{ZR A T (B) R WEER () ATESK | 20001015 | (9206.14)
BER Industrial Chairman, Challenge Construction Inc., 2 years and
Hua Nan Design, Tonlin Construction & Development Inc., eight months
Commercial National Draco Construction & Development Inc. (2003/06/14)
Bank Taipei College
Representative: |of Industry
Kung Chin-Yuan
EF EALRIT Waxe ZLRITEE - WE 2 - #Kp17| 90122 ZEFN\ER
Director | {{ZRA HEESR  |KE - AREEEER 200112121 | (92.06.14)
2Bt International | Manager, Secretary, Deputy GM, GM of 2 years and
Chang Hwa Trade Dept., | New York Branch, SVP & GM, Research & eight months
Commercial National Development Dept. Chang Hwa Commercial (2003/06/14)
Bank Chengchi Bank
Representative: |University
Yeh Wan-Tu
HE ZALRIT BUltE |ERROTEMZERDTEE BRE| 81015 | TENER
EZEA |ARA =] B SBTmEERENTRImE 5| 20001015 | (92.06.14)
Resident | 2YET Changhua (LRI TR 2 years and
Supervisor | Chang Hwa | Senior EVP & General Manager, Hua Nan eight months
Commercial ~ |Commercial | Commercial Bank; President, Taiwan Land (2003/06/14)
Bank School Development Investment and Trust Corp.,
Representative: President, Chang Hwa Commercial Bank
Wu C.S.
=Y N Waxs RRBOEH/BEE - NE B | 81015 | TENER
Supervisor| {38 A\ EEWRRA | RERERTE 20001015 | (92.06.14)
FrgE Graduate Director General, Banking Examination 2 years and
Ministry of School of Dept., Central Bank of China; Vice eight months
Finance Business President, Central Deposit Insurance Corp. (2003/06/14)
Representative: |Administration,
Wang N.H. National
Chengchi
University
EZA | 2ERT R FERBRITHERD » hRIBOEK - E | 891015 | TENER
Supervisor| {3& A\ Bk SHREIRRENRBIESEWE « h| 20001015 | (92.06.14)
REE Dept. of RIYTHITBBER 2 years and
Bank of Taiwan |Accounting & | Instructor, National Chungshing University; eight months
Representative: | Statistics, Auditor, Deputy Director General of (2003/06/14)
Chang T.H. National Accounting Dept., Secretary of Board of
Chungshing | Supervisors, Central Bank of China
University
EZEAN | BERT ERARE RERITOTIEIE - (SEEANTE - 25| 900810 | ZF/\ER
Supervisor | {{3% A FORER | EE 200108110 | (92.06.14)
[REE Dept. of SVP and General Manager, Trust 2 years and
Bank of Taiwan |Bankingand | Department GM, Securities Department , eight months
Representative: | Insurance, Bank of Taiwan (2003/06/14)
Chen Ming- Feng Chia
Chang University




e \mee EEMET | TRITOITICE « (EEMSE - &8 | 900829
President |Soo Jin- Fong | I B  BIHEIE  [EEBBSAAT | 200108129
EERET B3  0EMERITES  BEERR
MBA,New |BEZEEZE  EEITAGEWE
YorkInstiute | £ GRS~ MEIZA &R (B) ADE
of Technology | 22 A
SVP & General Manager, Trust Department
General Manager, Loan Supervision
Department GM, Senior Vice President,
Land Bank of Taiwan; Director, Fuh-Hwa
Securities Finance Corp.; Director, Union
Bank of Taiwan; Director, Farmers' Credit
Guarantee Fund; Deputy Secretary General,
Consultant, Bankers Association of the
R.0.C.; Supervisor, Chung Hsing Bills
Finance Corp.
BIREIE | 3R axE SETREIE EE  BRFEE - F| 900829 541,324 0017 | 105125 |  0.003
Executive |Lee Chun- | 2% o FANE  BRERCBATES | 20010829
Vice Sheng Dept. of Law, | VP & General Manager, SVP & GM,VP,
President National Secretary General, Taiwan Business Bank;
Chengchi Director, Union Real-Estate Management
University Corp.
B2 | B 3@ LN SECREE TE RS EfE | 900829 157,024 0.005
Executive |Liao Shi-shun | SEEET FEE 2001/08/29
Vice Master's Deputy General Manager, General Manager,
President Degree, Law | Vice President, Director, Secretary General,
Dept., Chinese | Taiwan Business Bank.
Culture
University
Bl | BT ZEENK | SECHREIE RS AREBEE | 900829 72,492 0.002
Executive |Huang Sin-Gi | & 8 BIBSRERT (R) ATE| 20010829
Vice EXEEE |ZA altAESK (&) RIEE
President + Vice President & Deputy GM, Chief Office
MBA, Representative, SVP &General Manager,
University of | Taiwan Business Bank; Supervisor, Barits
Texas Securities Investment Trust Co.; Supervisor,
Taipei Forex Inc.
weR TR BV SETIREITE T8 T 90.08.29 79,574 0.003
Executive |Wang Ji-Sheng | SEEIET Deputy Director, SVP & General Manager, 2001/08/29
Vice Master's Director, Taiwan Business Bank.
President Degree, Law
& Head Department,
Auditor National
Taiwan

University




23

O»

BARERZEEZREER
Major Institutional Shareholders

HIEED (BRI HRE)

Ministry of Finance Government Agency

SEIR1T (BHER D Z B/RETED)
Bank of Taiwan 100% Owned by Ministry of Finance

=& T IRTT (BRIER D Z B7SBIBER)

Land Bank of Taiwan 100% Owned by Ministry of Finance
B—EFEIRTT BABED ~ =iEER1T

First Commercial Bank Ministry of Finance, Bank of Taiwan
BRI RIRTT =EIRT

Hua Nan Bank Bank of Taiwan

EAIASE S| BAERER

Chang Hwa Bank Ministry of Finance

i ARAIUAEARRRIERNRABHEEENEGEZASE °

Note:The institutional investors listed in this chart are those represented on the TBB's Boards of Director and Supervisors.

= RITEXRED (SH5EIK) - T8
B (SBNATRES) RSHB
TN FEEEEBZBITIER

(—) RITEFRED (BHHK)  EXRE
as=m—t+t/\ENLBEETET > %13
BB =1T—EBN\FENLT+TECTR 13

lll. Capital and Shares (Including Preferred
Shares), Financial Bonds (Including
Overseas Bonds), and Participation in the
Issuance of Overseas Depository Receipts

(I) Capital and Shares (including preferred shares): Capital,
NT$31,809.07 million; shares issued, 3,180.907 million, all
common shares.
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() Issuance of Financial Bonds

RREEHMRRERE
X3

Date and No. of Government

Approval

90.11.7

A E1R155090000759758 5
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

90.11.7
A E/R155090000759752
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

90.11.7
A E/R155090000759752
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

90.11.7
BE1F15509000075975%
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

n]=t: 90.11.20 90.11.20 90.11.20 90.11.20
Date of Issuance Nov. 20, 2001, Nov. 20, 2001, Nov. 20, 2001, Nov. 20, 2001,
[ELE A& » 5,00087T AtEEIT ~ 5,00087T AtEIT ~ 5,00087T a8t  5,00087T
Face Value ~ 1,000&7T ~ 10087 ~ 1,000&87T ~ 10087t ~ 1,00087T ~ 10087t ~ 1,000&7T ~ 10087
NT$100 million NT$100 million NT$100 million NT$100 million
NT$50 million NT$50 million NT$50 million NT$50 million
NT$10million NT$10million NT$10million NT$10million
NT$1million NT$1million NT$1million NT$1million
HTER REETEET REETEET REETEET REETEHT
Issuing Price Full face value Full face value Full face value Full face value
aEC] a39.39(87T assET at12.04fF7T #ake68.02(87T
Total Value NT$3.939 billion NT$0.5 billion NT$1.204 billion NT$6.802 billion
GilPd EEFERIE3.75% HENERIE3.7% EEERIE3.8% BEFANER3.T7%
Interest Rate Fixed rate 3.75% per annum Floating rate 3.7% per annum Fixed rate 3.8% per annum Fixed rate 3.7% per annum
HAPR 1055 1055 1055 TEH
FIEAE ¢ 100115208 FIEAH : 100115208 FIEAH : 100115208 BIEAH - 97F 118208
Term 10 years 10 years 10 years 7 years
Maturity: Nov. 20, 2011 Nov. 20, 2011 Nov. 20, 2011 Nov. 20, 2008
BRTE WOFRBERERIE £ EEOHE » £ \FEEF WOFRERELIE 28 HB—RES
Method of Repayment FESTRAADZ— EARADZ— —RER
Callable after 5 years, and Non Callable, repay one-fifth Callable after 5 years, One-time repayment
repay one-fifth of the principal of the principal starting from One-time repayment upon upon maturity
starting from year 6 year 6 maturity
EREMEE FRREIRGR FRREIRGR FRREIRGR FRREARGR
Planned Use of Funds Medium and Long Term Loans | Medium and Long Term Loans | Medium and Long Term Loans | Medium and Long Term Loans
B AR TR —FF 13.94f% 13.941% 13.94f% 13.94{5
RRABTEER/EHPEZ 13.94 times 13.94 times 13.94 times 13.94 times
Ratio of Major Debts to Net Worth
at End of Year Prior to Application
for Issuance
MUBEMEEEIA—EE | 461% 461% 461% 461%
RRABREERRLSEZL
Ratio of After-Tax Profit to Net
Worth at End of Year Prior to
Issuance
EABREEERIA—FE | 6.88% 6.88% 6.88% 6.88%
TORBEBHAR LR
BELREREZLR
Ratio of Non-Performing Loans to
Total Loans at End of Year Prior to
Issuance
A IR ERE S T A 63.78% 63.78% 63.78% 63.78%

HRI—EEREPER
Ratio of Value of Bonds During
Year of Application to Net Worth
During Year Prior to Issuance
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FREEHMRERE -
AR

Date and No. of Government
Approval

90.11.7
B81715509000075975%E
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

90.11.7
B E1RIZ5090000759757EH
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

90.11.7
B E1RIZ5090000759757EH
Nov. 7, 2001; Tai Tsai Jung
No. 0900007597

E:dhy=): 90.12.24 91.01.10 91.08.21
Date of Issuance Dec. 24, 2001, Jan. 10, 2002, Aug. 21, 2002,
B G1{8T ~ 5,00087T #TEa1,00087 Has1ET
Face Value ~ 1,00087T * 100870 NT$10 million NT$100 million
NT$100 million
NT$50 million
NT$10million
NT$1million
BIERE AR REETEH REE+EH
Issuing Price Full face value Full face value Full face value
R FTEtE30(ETT Frams2isT a0t
Total Value NT$3 billion NT$0.2 billion NT$2 billion
A= HEVTFAE3.9% BEEFH%3.95% HENERTR2.85%
Interest Rate Floating rate 3.9% per annum Fixed rate 3.95% per annum Floating rate 2.85% per annum
HABR TEH TEH 578
FIEAE - 97F12824H EIHiE ¢ 98F 18108 EIHiE ¢ 9688218
Term 7 years 7 years 5 years
Maturity: Dec. 24,2008 Jan. 10, 2009 Aug. 21, 2007
BESA FB—ER HE—EE HE—RA
Method of Repayment One-time repayment upon maturity One-time repayment upon maturity One-time repayment upon maturity
EREMEE FRERHARGR FRERHAIGR FRERHAMGR
Planned Use of Funds Medium and Long Term Loans Medium and Long Term Loans Medium and Long Term Loans
BRI EER RS TR — 13.94f% 13.9415% 13.941%
RRECTEEENFES 13.94 times 13.94 times 13.94 times
HE
Ratio of Major Debts to Net Worth
at End of Year Prior to Application
for Issuance
IR EER RS TR — 4.61% 4.61% 4.61%
RABRERIRLSEZL
Ratio of After-Tax Profit to Net
Worth at End of Year Prior to
Issuance
R EEREHER B (TR — T 6.88% 6.88% 6.88%
HORF B EWTRZ
BELREREILER
Ratio of Non-Performing Loans to
Total Loans at End of Year Prior to
Issuance
IR EER GRS T F AR 63.78% 63.78% 63.78%

SETA—EERESEZ
xR

Ratio of Value of Bonds During
Year of Application to Net Worth
During Year Prior to Issuance

(=)2HBITENFEREBIRITIER - & -

(1) Participation in issuance of overseas depository

receipts: None
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|.Business Contents

(I)Scope of Business

The TBB operates as a specialized bank for small and medium-

sized businesses in accordance with the provisions of the
Banking Law. In addition to actively providing small and medium-
sized enterprises with financing and assistance to help them

improve their production facilities and financial structures, the

Bank is also responsible for numerous policy-type tasks. At the

same time, the Bank accepts deposits, extends loans, handles

foreign exchange and trust business, and undertakes other

commercial banking operations.

The TBB is, therefore, a

specialized financial institution with the comprehensive functions

of a commercial bank, savings bank, and trust bank.

The major services of the Bank

1.
2.

10

1.

12
13

14.

15.
16.

17.

Absorption of checking, demand, and time deposits.

Provision of financing and assistance to small and medium-
sized enterprises.

. Handling of bills discount and extension of short-, medium-,

and long-term loans to individuals as well as small and
medium-sized businesses.

. Investment in treasury bonds, short-term bills, corporate

bonds, and financial bonds.

. Handling of domestic remittances.
. Handling of foreign exchange remittances.

. Acceptance of commercial drafts for small and medium-sized

enterprises.

. Opening of domestic and overseas letters of credit for small

and medium-sized enterprises.

. Provision of domestic and overseas guarantee services for

small and medium-sized enterprises.

. Acting as fee collection agency.

Selling of government bonds, treasury notes, corporate
bonds, and company stocks.

. Provision of securities brokerage and trading services.

. Handling of credit card business.

Provision of warehousing, custodial, and agency services
related to the banking business.

Issuance of financial bonds.

Dealing in gold and silver bullion, gold and silver coins, and
foreign currencies.

Provision of savings and trust operations through Savings
and Trust departments established with the approval of the
Central Bank of China in accordance with the relevant
provisions of the Banking Law.




18. BAERXSZHHEI A (& E A5 MEREERERR S 18. Associate persons of futures commission merchants.

GUES N 19. Provision of other services as approved by the competent
authorities.

19. FEFAREE MR EIE 2 B BRISETS -

(Il) Business Performance for the Past Two Years

(DR _FERAXBER

With the change in the government's fiscal year to the calendar
year beginning Jan. 1, 1999, the period of Jan.1 through Dec. 31
is treated as “fiscal year” .

AIBN+TN\F—B—HERBNESTFEEN
REFH  UBFC—B—HZEZE+B=1+—
HR—FE - WML +—5E (91.1.1-
91.12.31) FIEFEBELTERBUT ¢

The Business Performance for the FY2002 (Jan. 1,2002~Dec.
31,2002):

1. Deposits

1. 155
FRREE At the end of December 2002 total deposits in the Bank stood at

NT$818.28 billion; compared with the end the Dec. 2001 this was
an increase of NT$39.01 billion, for a growth rate of 5.01%.

ENT—F+_FETHRRBEERITSMB
8,182.80{87T » BRI+ HF+-HEIEIN390.10
BT - 1BINEER735.01% °

Rif _FEGMEBRIL®RER

B - FTEEST

Deposits Business Performance for Recent Two Years Millions of NT Dollars
FE Nt—FE N+HFE
FY Dec. 31, 2002 Dec. 31, 2001

(=] EEH EE=R ot te=
Type of Business Amount % Amount %
AR . 249,934 30.54 227,185 29.16
Demand Deposits
;Eﬂ@ﬂ . 283,450 34.64 291,549 37.41
Time Deposit
;Hﬁﬁﬁ%gﬂ . 243,108 29.71 237,587 30.49
Time Savings Deposits
N =)
ARG . 5,641 0.69 2,828 0.36
Treasury Deposits
RIS 36,147 4.42 20,121 2.58
Due to Banks
&Et

818,280 100.00 779,270 100.00
Total
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2. PURRETS

ENT—F+BE » MMINRBERERITE
#26,235.46{87T - BN TE+_FEIBIN80.35

BT - 1BINLEERAR1.31% ©

Bl — FEMMEB b ERE

2. Loans

The amount of loans outstanding at the end of Dec. 2002 totaled
NT$623.546 billion; compared with the end of Dec. 2001 this was
an increase of NT$8.035 billion, for an increase rate of 1.31%.

Loan Business Performance for Recent Two Years

B : FTENSEET
Millions of NT Dollars

FE N+FE
FY Dec. 31, 2001

®E &R LtE=
Type of Business Amount %
FEHARR
Short-term Loans 182,370 29.25 176,394 28.66
qqgﬁ.mﬂ 205,158 32.90 186,236 30.26
Medium-term Loans
AL 236,018 37.85 252,881 41.08
Long-term Loans
Eiiig=s S
“‘3&1_%5%% 260,536 41.78 224,162 36.42
Credit Loans
IR 363,010 58.22 391,349 63.58
Loan Secured
&5

623,546 100.00 615,511 100.00
Total

3. N EEEFS 3. International Banking

BIEINT—FENEXFRAINE266.66

:::E
ISES

TT o B TEEIEIN3.14183ET » BN

1.19% °

BE_SFENEXBRIEBRER

The total volume of foreign exchange transactions undertaken by
the Bank during FY 2002 was US$26.666 billion; compared with
FY 2001 this was an increase of US$ 0.314billion, for an increase

rate of 1.19%.

. . BEf] : HEETT
International Business Performance for Recent Two Years Millions of US Doflare
FE N+EFE
FY FY2001
== T2 e
Item Amount %
HO%EE 1,773 6.65 2,124 8.06
Export
iE&E
LI 2,284 8.56 2,136 8.11
Import
Eﬁ%i% 22,609 84.79 22,092 83.83
Remittance
=111
26,666 100.00 26,352 100.00
Total

5T - NEHBRMEBIMDBUROBURMESETE -

Note: OBU included.




4. {SEEEF 4. Trust Business

WSS S E SR « T — (1) Non-discretionary trust funds : The total value of non-
(1) XSRS R 2 = discretionary trust funds entrusted to the Bank in FY 2002

WZIEERREXTETHME (REH was NT$2.659 billion (Domestic bond funds not included).
HNESIES) AFatE26.59(&7T - The total amount of these trust funds with the Bank at the

end of December 2002 was NT$16.008 billion, up

N+—EEFMEZIRZTFRBEAEZSE .
NT$10.008billion over FY 2001 for a growth of 166.80%.

ER  8EN TS +°AELREERE
iR E X R E A TS 160.08(8 (2) Custodial banking : The total value of assets taken under

o _ - =, ym custodianship in FY 2002 was NT$39.254 billion, for an
7T+ BIVTEEEIRDN100.08(85T + IRIIL increase of NT$8.317billion or 26.88% over the previous

2273166.80% ° year.
(2) REIRITFER - T —FEZEREEE (3) Securities certification : The total value of securities
TR RE YT ME302 54ETT » B +5F certified by the TBB during FY 2002 amounted to

NT$21.953 billion; this was an increase of NT$6.464billion
over the previous fiscal year, for an increase rate of

(3) BEHEEER - N+ EEREnEaE 41.73%.
Segm S gESER ML 19 53(EIT » BRI+
E18N64.64{575T » IGINLL3R5E41.73% -

E1BIN83.17{&7T » IBIILE2%326.88% -

—_FEEEEBHREERR

Trust Business Performance for Recent Two Years S FTEEE AT

Millions of NT Dollars

]S FE N+—FE N+EE
Item FY FY2002 FY2001

INZIEER RS EE L8R

Balance of Non-discretionary Trust Funds
INZIEERREEERRME (FSERNESEER)
Amount for Non-discretionary Trust funds 2,659 1,512
(domestic bond funds not included)

INZ B E AR EEEERBRNIESIESERE

16,008 6,000

Balance of Non-discretionary Trust funds invested in domestic See (E;)
bond funds "
REIRITEBREEETIIRE
. 39,254 30,937
Total Average Custodial Assets
e Sy
e 21,953 15,489
Volume of Securities Certification
5t IRZEERREERRERNESEESEBMBEN+—FEERI -
Note: TBB inaugurated Non-discretionary Trust funds invested in domestic bond funds business in 2002.
5B 5. Securities Operations
(1) BSERCER : LT —EEZTEEES (1) Securities brokerage : The total volume of securities
EEARZSERTS 291.961& transactions undertaken on behalf of customers during FY
o N - - 2002 amounted to NT$129.196billion; compared with FY
7T BT HEIRNN158.58185T - &N 2001 this was an increase of NT$15.858billion, for an
EEER%313.99% ° increase rate of 13.99%.
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(2) BHEMEZER : T TEWEEESE (2) Securities margin trading : The average balance of margin
S M g peFE S ST LI ] 30T » BR trading undertaken in FY 2002 was NT$0.83billion,
& 73 BR&aH /i = rs0. = ’

. o compared with FY 2001 this was a decrease of NT$0.064
N+FERED0.64{8TT » MDLLERB billion, for a decline rate of 7.16%.
7.16% -

(3) Associate person of futures commission merchants

(3) RS SENER - N+ —EERMO handled: The total no. of associate person of futures

i 7,4 ) transactions handled during FY2002 were 12,327,
12,3270 - & =IR113,699 compared with FY 2001 this was an increase of more than

- IBINEEERA42.87% © 3,699, for a growth rate of 42.87%.
4) BEEEBESEY : L+ —FEBEE (4) Bond repurchasing : The amount of this business

EEEDEX (WED) E2RREATS outstanding at the end of December 2002 was
NT$7.083billion. This was a decrease of NT$3.493billion

#570.83187T » BILTFERL34.93(8 compared with FY 2001, for a 33.03% decline.

7T B EEERZS33.03% ©
(5) Bills certification and underwriting : The total value of bills

(5) TOHAEE MBS TR EETE + L+ —FE certified and underwritten by the TBB during FY 2002
4 s e s o e o amounted to NT$0.322billion, this was a decrease of
EIRRS TR BRI ERRRATE NT$0.909billion over FY 2001 for a 73.84% decline.
3.22187C » A TEERD9.0918
TC o B EEERAST73.84% ©

R _FEESEBURIERR

Bl : aaET

Securities Business Performance for Recent Two Years Millions of NT Dollars
BEE FE N+—FE N+EE
Item FY FY2002 FY2001
SO EB N ER
Total Stock Trading Amount in Brokerage 129,196 113,338
BB ETRE
S RIERIREER . . 830 894
Balance of Securities Margin Trading
HAERZ S BN F AN 2Y
No. of Associate Person of Futures Transactions Handled 12,327 8.628

HERERS(WED)GE
BEERE %(Mjﬁlﬁl)ﬁf 7.083 10,576
Balance of Bond Trading (repurchase)
FEHAE 2S5 25 S IR P A R 322 1231
Amount for Bills Certification and Underwriting ’

6..SREXER 6. Credit Cards

— — A total of 113,313 new international cards were issued in 2002,
NT—EEFTEHEERFIZBINEFER o )
bringing the accumulated number of cards issued by the Bank to

113,313 - REMFHIR339,729F + EHFKE 339,729. The total transaction value of customers using

AERSEAHTAM65.31{27C » N +EEIZ international credit cards issued by the TBB reached
— NT$6.531billion, an increase of NT$ 1.188 billion compared with
11.88{87T » 1¥ HK1522.23% ° '
D011.88{85T - SRINLLRAD 3% FY 2001 for a growth rate of 22.23%.




Rif _SFEERFEBRRIERER

B : Ha¥EET/ +

Credit Card Business Performance for Recent Two Years Milions of NT Dellare/m. of Carde
- FE N+EEE
Item FY FY2001
TRR5E
Card Transaction Volume 6,531 5,343
R FH
Accumulated No. of Cards Issued 339,729 226,416

7 IREERS

7. Investment Business
(1) FRHAIEE

(1) Short Term Investments

R _FEEHEEMRIEBRER

BENT : FTEMSHTTT

Short Term Investments for recent 2 years Thousands of NT do.,;z

HEZEN 90F12831H

Items Dec. 31, 2001

= 1,257,143 1,349,290

Stock ’ ’ ’ ’

=

Fund 4,608,207 1,644,000

=1 5,865,350 2,993,290

Total ’ ’ ’ ’

(2) REIRE (EZRBIRESF (P42) R (MBRR) HBRRIEZRIRERE (P.82))

(2) Long term Investments (For more information, please refer to reinvestments, page 42 and chapter 5(Long-Term Equity
Investments), page 82)

8. EERSNEIBFRELRE
8. Bond Trading & Underwriting Business BE(T] ¢ FTERMETIT
Thousands of NT dollars
N+EE
FY 2001
==
Item BEE(RE
JON ENIENEE]
Eap)mEn | TN
Gains
Volume

BEABELR (BRER - WER)

Commercial Paper Purchased (including repo & resale) 8,132,522 186,296 42,376,032 | 1,598,302

BARRER (SREL - ER)

30,297 701 39,126 2,201
Acceptances Purchased(including repo & resale ) ’ ’ ’

BEAEREFE (BHEE - fIEE)

47,24 20,926,217 419,147
CD purchased (including repo & resale ) 248,805 86,856 0,926, S,

BARES (BWER - HER)D

Treasury Notes Purchased (including resale ) 0 0 174,446 9,483
& &t
Total 55,411,624 273,853 63,515,821 2,029,133
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(ll) New Financial Products for Future Development

1. The automated clearing house business, electronic checking,
IC bank cards, and XML operations desk business.

2. Package financial products and intelligent investment
accounts.

3. Foreign exchange options, package foreign exchange
deposits, transfer L/Cs, and other foreign exchange investment
products.

4. Securities trust, the marketing of mutual funds, prearranged
funeral service contracts, employee shareholding trust, and
other new kinds of trust products.

Il. Market Analysis
(I) Economic Growth

After a flowery burst at the beginning of 2002 the international
economy turned downward, with the information technology
industry continuing in a state of excessive capacity and
occasionally experiencing outbursts of price-slashing competition;
in addition, frequent international corporate scandals and the
standoff between America and Iraq not only caused a rapid
cooling of the United States economy but also enveloped the
global economy in a cloud of currency deflation. In Taiwan,
government expenditures and investments experienced a
negative growth because of the pressure of a fiscal shortfall, and
a deterioration in the unemployment situation plus a reduction in
the increase in incomes led to only a small growth in
consumption, and private investment was severely affected as
well. Overall, although domestic demand was better than the
previous year, the growth force was insufficient; fortunately, the
contribution of export trade helped the domestic economy to
break away from the negative growth of 2001 and the Directorate
General of Budget, Accounting and Statistics estimated the
economic growth rate for 2002 at 3.54%.

(Il) Foreign Trade

According to figures released by the Department of Statistics,
Ministry of Finance, thanks to continued maintenance of the
China's economy at a high level of performance. Taiwan's export
to Hong Kong and China managed to exceed our largest trading
partner United States and accounted to over 30% of Taiwan's
total export volume. The total imports and exports in 2002
amounted to US$243.23 billion, of which exports accounted for
US$130.64 billion and imports US$112.59 billion. Compared with
2001, these figures represented increases of 6.3% and 5.0%,
respectively. The trade surplus for the year was US$18.05 billion,
it was a new high since year 1988.
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(Ill) Finance

The government moved to keep the economy from sinking and
having an adverse impact on financial stability mainly by
maintaining a loose monetary policy. Interest rates were reduced
repeatedly until they reached historically record lows, and the
overall capital situation was quite loose. To strengthen the
financial system, the authorities accelerated the opening of the
market in response to the advent of WTO membership, adopting
the following measures in succession:

1. The Implementation Rules for the Trust Business Law and the
Implementation Rules for the Bills Finance Management Law
were established in July 2002.

2. The Statute for the Securitization of Financial Assets was
established in July 2002 in order to boost development of the
national economy by heightening the liquidity of financial
assets and protecting investments through securitization.

3. Article 7 of the Implementation Rules for the Banking Law and
the Regulations Governing Financial Relations Between the
Taiwan Area and Mainland China were revised in August
2002.

4. Accountants were commissioned to conduct an audit of the
Bank's internal controls system in December 2002 in
accordance with the stipulations of Article 26 of the
Implementation Rules for Banks' Internal Control and Auditing
Systems. The auditor's report for the previous year is to be
submitted to the Ministry of Finance by the end of April each
year.

In the area of exchange rates, the New Taiwan dollar underwent
a major depreciation in 2001 and then began strengthening in
2002 as the Japanese yen turned upward. The recovery of the
economy was not very clear, however, and there was no
acceleration in the speed of growth of corporate incomes and
profits; in addition, the Central Bank purposely held to a policy of
low exchange rates in order to reinforce export competitiveness.
All of this was unfavorable to the appreciation of the NT dollar;
the local currency did improve over the previous year, but there
was no very appreciable upward trend.

(IV) Future Prospects

International trade is expected to heat up in 2003, with Global
Insight Inc. predicting that the rate of trade growth will increase
from 2002's 2.1% to 5.7%. Research institutions unanimously
feel, as well, that Taiwan's economic performance will improve in
2003. Following Taiwan's formal accession to the WTO, however,
the island's industrial structure as a whole began feeling an
appreciable impact; the unemployment rate rose step by step,
and a situation in which the strong remained strong while the
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= eXET

lll. Human Resources

ROE_FEETHHIER
Staff Structures of Recent Two Years

O»

weak continued weak gradually developed. Cheap imported
products and some products that were sold back to Taiwan
steadily affected domestic prices. The lowering of customs tariffs
and the adoption of greater market opening by the government
kept downward pressure on commodity prices, and the rapid flow
of short-term capital not only expanded the room for NT dollar
exchange rates to fluctuate but also deepened foreign exchange
risk for businesses. The lowering by the Central Bank of the
growth in the M2 money supply to a range of 1.5% to 5.5%
indicates that the demand for funds in the private sector is not
strong, reflecting the fact of weak demand for money. The
government can be expected to continue holding to a loose-
money policy in an attempt to revitalize the economy; with the
rediscount rate standing at only 1.65%, however, the space for
further interest rate reductions is limited. Furthermore, the
continuous establishment of more financial holding companies
will confront the financial industry with even intense competition
than ever.

= - nt—eE N+EE
Item FY2002 FY2001
SLAm 4,802\ 4,905\
No. of Employees
IS 40.78% 4078
Average Age
FIIRBEE
Average Working Years 16.05 1615
L
WL 2.96% 2.20%
Master
=<
AE 30.78% 29.36%
EBREEDMELXR | University
Education =R
Level of College 40.09% 39.88%
Employees =m
= o, 0,
Senior High School g 26.18%
BHUT . .
Below Senior High School 20 2:38%
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IV. Labor-Management Relations
()'Company Welfare Measures

1. The company library contains all kinds of Chinese- and foreign-
language books for employees to read.

2. Employees can use their free time to participate in language
studies, and can apply for subsidies from the Bank.

3. The headquarters restaurant provides inexpensive breakfast,
lunch, snacks, and beverages for employees.

4. Employees enjoy preferential interest rates for deposits and
home loans.

5. Care money is presented to the Bank's retired employees.

6. The "TBB Guidelines for the Issuance of Consolation
Payments to Employees Suffering Disability or Death
Resulting form Danger or Accident Encountered in the Line of
Duty' were established to provide payments of up to NT$3
million to disabled personnel, depending on extent of disability,
or of NT$3 million to the heirs of employees in the event of
death.

(IEmployee Welfare Committee

The Bank maintains an Employee Welfare Committee, and 0.5%
of salaries are deducted monthly and 0.15% of operating income
is allocated for a fund which the Committee utilizes for employee
welfare purposes. Employee welfare is handled in accordance
with the following regulations:

1. Organization Statute for the Employee Welfare Committee
2. Scholarship Guidelines for Employees' Children
3. Medical Relief Measures for Office Staff and Dependents

4. One year term group life insurance provided by a life insurance
company, with the premiums paid by the Employee Welfare
Committee

5. Festival bonuses issued to employees for the three major
annual Chinese festivals

(Ill) Retirement System

Employee retirement is provided under the provisions of the
“TBB Guidelines for Employee Retirement, Pensions, and
Dismissal,” which have been formulated in accordance with the
Labor Standards Law.

(IV) Losses Incurred due to Employee/Ownership Disputes
during the past two Years: None

(V) Potential Losses from Current and Future
Employee/Ownership Disputes: None
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V. Fixed Assets and Other Real Estate

(—) SRS EBWNEFEES I —BHMaEATEU TEEEEER

() Purchase of Fixed Assets in Excess of 1% of Paid-in Capital or NT$ 50 Million

REBN+—F+"B=+—H
As of Dec. 31, 2002

BEfT : FTEUSTIT
Thousands of NT dollars

i X P
Lj;rff‘j me 764.00 1922 /gg 7465| 286,185 | 293,650  BILDIRERE Wi -
=37 , 59.08 Taipei Br. & Data - - Fire Insurance Nil
Bulding | ™ | 571081 | oo | 164308 | 15010 | 119852 | processing Dept.
T 69.04
Land m? 12039 | o00i0s 9000 | 4447 43T\ o m
=37 69.04 Chung Shang Br. - ~ | Fire Insurance Nil
Building m? 1,138.45 1980/04 71,256 0 48,689
T 71.01
Lond | S1800 | gy | 5929 | 129372 seN | S -
f=37) 71.01 Sung Shan Br. - ~ | Fire Insurance Nil
Building m? 2,229.40 1982/01 40,606 0 29,217
T 46.06
Land m? 803.00 1957/06 6,030 36,165 42,195 Bha(s Wi .
j=27)] 76.06 Hsing Chung Br. Fire Insurance Nil
Bulgng | ™ | 443264 | qog7ip | 47154 0| 34230
T 70.06
Cond me 16359 | qigpyiog | 16889 |  2617| 19506| ) ) Wi P
Fire Insurance Nil
=27 72.04 Cheng Kung Br.
Building m? 1,229.83 1983/04 60,144 0 40,268
Tith ! 72.06
Land m 131.57 1983/06 73,530 371 73,901 WIS Wi &
BE% - 148757 72.06 44,563 0 32,517 Sung Kiang Br. Fire Insurance Nil
uilding 1983/06
45.05
T 1956/05
Lang m | 1,295.00 7011 1999 | 122318 | 124317 | gyosi W P
1983/11 Feng Yuan Br. - - Fire Insurance Nil
=) 76.04
Buidng | ™ | 531220 | 10870 | 87633 0| 71762
i 76.11
Land | 267300 | iggziey | 181199 | 65376 | 246575 | W P
: Fire Insurance Nil
=) , 76.11 Min Chen Br.
Bulding | ™ | 297031 | yggzjtq | 34999 0| 24588
m 77.02
Land m? 1,122.56 1988/02 36,757 15,345 52,102 e B B WG m
=1 77.02 Jen Te Br. Fire Insurance Nil
Building m? 1,567.89 1988/02 22,948 0 18,077
i 78.01
Cond M| 36296 | | 34035 |  37TI2| 1T | oo i ) W @
=27 78.01 Hu Kou Br. Fire Insurance Nil
Building m? 1,034.76 1989/01 17,689 0 14,075




it m? 135.49 7807 22,780 3,461 26,241 _
Land 1989/07 EED1T N B
e i’ 78.07 Keelung Br. N "~ | Fire Insurance Nil
Building m 985.24 1989/07 134,030 0 103,720
b .
T m? 799.00 7807 60,438 9,729 70,168 -
Land 1989/07 AEDIT P -
2 : 78.07 Tai Ping Br. B - Fire Insurance Nil
Building m 2,619.62 1989/07 58,513 0 46,583
bi .
L m? 128.32 60.06 58,680 3,493 62,173 _
Land 1991/06 DT Wi B
22 2 80.05 Shuang Ho Br. - - Fire Insurance Nil
Building m 1,244 .45 1991/05 195,454 0 154,801
it m? 114.50 80.08 50,628 1,849 52,478 B
Land 1991/08 [eeiIvar ] PN i
=27 , 80.08 Chung Ho Br. - “ | Fire Insurance Nil
Building m 1,137.30 1991/08 168,197 0 133,285
T m? 129.71 7910 37,138 4,298 41,436 _
Land 1990/10 D13 P b
=2y 80.05 Pu Chya Br. B “ | Fire Insurance Nil
Buiding m? 849.84 1991/05 133,961 0 106,629
bi .
L m? 209.78 g0.07 27,039 2,031 29,069 _
Land 1991/07 Pl S=Faxin Kb i
E% m 1293.25 80.07 95,925 0 76,341 | \- Taoyuan Br. - ~ | Fire Insurance Nil
Building 1991/07
Tit m? 103.33 80.02 35,908 657 36,565 _
Land 1991/02 LT WiE =
2 ] ) - - ) .
Lé.%. m? 1,726.23 . 8?/06 144,119 0 115,263 Si Tuen Br. Fire Insurance Nil
Building 991/06
T 81.05
Land m? 136.16 1992/05 416,929 1,365 418,295 rEaE i @
N m | 1,361.68 1932}82 247,846 0| 200,033 |JenAiBr Fire Insurance | Nil
Building
bi .
Li % m 20692 | qeo0o0| 55486  5074| 60,560 I » -
an SEDTT Kz
E% m | 2,116.88 193?;82 147,729 0| 118,977 | E Keohsiung Br. Fire Insurance Nil
Building
42.02
1953/02
Liaﬁté m? 1,014.00 53.06 738 172,440 173,179 | B8P3 Wi m
1964/06 Tainan Br. - " | Fire Insurance Nil
=27 81.11
Building m? 9,133.55 1992/11 175,594 0 144,220
T 80.08
Land m? 112.33 1991/08 74,205 3,307 77,512 89751 WIg m
2 . Kai Yuan Br. Fire Insurance Nil
éﬂ%ing me | 1456.71 193?/18 175,276 0| 141,113
T 81.06
Land m? 235.37 1992/06 288,826 5,883 294,709 . Wi &
Kaohsiung Br. - - Fire Insurance Nil
B}%ﬂing m | 274332 1933)82 101,924 0| 82310 ¢
Tt 80.09
Cand me 27536 | qggy9 | 308470 4608| s1078| Wig p
£ . Jeou Ru Br. B - Fire Insurance Nil
é]?%ing me | 377158 1933,81 177,721 0| 143179
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Tih 81.12
Land m 20121 | 4g9pi12 | 70,350 79 | 71,146 -~ WIg P
3= iEapacn) - - “
=) 82.03 E. Tainan Br. Fire Insurance Nil
Bulding | M | 154350 | jggzo3| 143212 0| 17,751
ity 82.03
Land e 12636 | 4g9303 |  19.839 o remm | _ Wi =
2 . i - “ A i
éﬁ%ing m? 1,740.47 198;/81 84,940 0 70,010 San Ming Br. Fire Insurance Nil
82.04
it 1993/04
Land m? 135.50 1923/82 92,304 291 92,595 ; - i =
M\Em}ﬂ. - - Fire Insurance Nil
82.04 Chung Min Br.
Ew ) m? 1,979.66 1993704 60,501 0 50,380
Building 83.06
1994/06
Tt 80.07 men e T o
Land mo | 214900 | 4gqq07 | 110729 0| 110,729 iﬂépﬁii::ﬁf ) ) Wi =
£ . Fire Insurance Nil
é‘ﬂing m* | 10,049.48 1933,82 259,284 0| 219,283 | Dept. &Warehouse
ity 79.06
Land m? 1,652.92 1990/06 25,000 46,109 71,109 MR E - ~ Wi i
" Fire Insurance Nil
éﬁ%ing mo| 326110 | jeoeoa| 89802 0| 76520 |ChuPeiBr
Tih 80.08
Land m 74501 | 490108 | 40.247 4107 | 44354 | oy e ) ) WIg =
£ . i i Fire Insurance Nil
é‘jﬂing | 277026 | oy | 66447 0| 56854 | Ming Hsiung Br.
iﬁz me 80700 | qoooios | 62015  3795| 65810 DB ) ) Wi "
Fire Insurance Nil
Eﬂing me | 2,063.95 193‘2;83 39,425 0| 33854 |Shalubr
i 83.10
Land m 17935 | 4oqui10 | 183.289 6| 183,295 | poor g .
=37 , 84.03 Hsin Chuang Br. - ~ | Fire Insurance Nil
Bulding | ™ | 173347 | gggi3| 113097 0| 97272 9
63.12
1974/12
LIair% m? 537.00 65.04 2,469 35,422 37,891 BB WIg v
1976/04 Kang Shan Br. - B Fire Insurance Nil
£ .
%lﬁ?ding m? 2,179.78 193@/82 59,409 0 51,125
T 85.07
Land m 163.80 | 4ggpig7 |  90.762 0| 90762 | gor= ) ) Wig P
£ . Fire Insurance Nil
éﬁﬂing | 74719 | jemt? | 67,120 o| 5114 TN B
i X
Liar:% m 155.95 1922,83 333,311 0| 33N | o Wi P
i - - Fire Insurance Nil
Eﬁ%ing | 148394 | qg0000| 189,729 0| 167,70 | ChienKuoBr
T 85.07
Land me 196.00 | 4gopi07 | 49416 0| 49416 | g ) ) Wi P
2 X f Fire Insurance Nil
é‘lﬁ%ing mo | 119415 | qgoo0l | 35497 0| 31412 |TaSHEr
i 85.07
Land m? 201.71 1996/07 316,431 0 316,431 BRAE WS m
=37 85.07 Chien Cheng Br. - ~ | Fire Insurance Nil
Building m? 1,656.44 1996/07 188,049 0 166,402




T

86.03

Land me 14791 | yga7i08 | 78874 0 TR Sz -
=) 86.03 Tung Kang Br. - ~ | Fire Insurance Nil
Building m? 1,497.17 1997/03 51,202 0 45,790
Tt . 86.07
Land m 14669 | oo | 112974 I i -
£ . S. Chia Yi Br. Fire Insurance Nil
L% m? 1,265.04 g6.07 61,753 0 55,196
BU|Id|ng 1997/07
Tt 57.03 BRmEEREA
Land m | 56100 | 008103 1| 24484 | 25245 S L .
! For -
=2 87.02 455 E Tsai Rd., Fire Insurance Nil
Builing | ™ | 331573 | 490802 |  67.334 0| 60777 | \y pist. Taichung Sale
# .
Li’ﬂd m? 225.97 67.12 140,394 0 140,394 _
an 1998/12 BEDT PN i
=47 87.12 Pa Ai Br. - ~ | Fire Insurance Nil
Buldng | ™ | 182933 | joegn | 76662 0| 70629
Tt . 87.05
Land m 11666 | oo | 178925 ] P—— i -
27 87.05 N. Kaoshiung Br. - ~ | Fire Insurance Nil
Building m? 1,815.07 1998/05 111,913 0 103,247
Tt . 87.12
Land m 28881 | yoopirn | 132706 0 132706 | 0 Js -
24 87.12 Ling Ya Br. B B Fire Insurance Nil
Building m? 1,760.32 1998/12 143,136 0 132,021
T 81.06
Cand m: | 264700 | g0yie | 1:596.453 0] 1596453 |, _ i m
=) 88.04 Headquarters - ~ | Fire Insurance Nil
Buiding | ™ | 2875180 | 1oqi04 | 1,149,370 0| 1032543
Tt . 89.05
Land m 135.66 2000/05 500,878 0 500,878 K25 Wi P
B 89.05 Ta An Br. - ~ | Fire Insurance Nil
Buidng | ™ | 152521 | 00008 | 129548 0| 122,661
T 85.10
Land me 37009 | 4e0e10 9,755 0 S - S m
=) 85.10 Lin Kuo Br. - “ | Fire Insurance Nil
Buidng | ™ | 115709 | o010 | 57784 0| 55455
Tt . 85.10
Land m 73342 | oon.o | 82194 0 B0 i m
=27 , 90.03 Shiue Chai Br. N " |Firelnsurance | Nil
Bulding | ™ | 601025 | | 126,865 0| 117862
62.06
T 1973106 L=t} i
2 7y
Land m 601.00 85 11 72,966 13,310 86,276 Chu Nan Br. - - - il
1996/11
87.07
RKED1T
Tt m? 1,317.50 1908/07 110,802 0 110,802 T YD B _ - - "
Land 88.10 a Yuan Br. Nil
1999/10
52.01
i EELapaxini "
L m? 893.00 1963/01 47,566 22,677 70,243 B4 - - - )
Land 89.07 Tou Fen Br. Nil
2000/07
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AR BH=

o . PN i
Ea: = 79.02 59 147 0 o | Data Processing . i
System Piece 1990/02 ’ Dept. Fire Insurance Nil
Equipment
/A
HARRH N Bz i .
T4 = 79.12 55111 0 o | Datap ) 3
System Piece 1990/12 ’ D:pi rocessing Fire Insurance Nil
Equipment
EPE:EE E 83.08 - " KR =
es et 1994/08 196,212 0 0 | Data Processing Fire Insurance Nil
CPU Dept.
T/
IR & BR= » -
= i 89.01 96,800 0 26,217 | Data Processin N
System Piece 2000/01 ' ’ Dept 9 Fire Insurance Nil
Equipment '
(O RE_FEEXREEESR
(II) Major Assets Dealings During the Past Two Fiscal Years
1. BRI FEREEEREEIFT
1. Purchases of Major Assets During the Past Two Fiscal Years BT : HiAM(TIT

BEFRMEEAIL
FRRERIEHE TS Yo i
BiE

Central processing
units and optical
fiber channels for
backup information
system center

90.09
Sep. 2001

79,500

—EERDBEIRAT
Mercuries Data
Systems Ltd.

s

None

Thousands of NT Dollars

BIEAR
Testing
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2. Disposal of Major Assets for Recent Two Years

{7 : AT
Thousands of NT Dollars

B 67.05 91.1.11 43,350 93,628 50,911 | BAINEREEE 8
Land 70.11 HEEERE
May. 1978 2002/01/11 The Ministry of None
Nov. 1981 Finance National
Property Bureau
Southern Taiwan
Office
N EISEEE

VI. Reinvestments

BENT : FTEMS(TIT/AR
Thousands of NT dollars / share

| =5 2
B8 (B A7 |HREE MR
Taiwan Power Company Electncltly 1,427| 11,427 1,451523| 0.0044 22,891 Cost 726 - -
Generating Method
SHEMEER)A T ERILERRR AE
Kaohsiung Ammonium B35 0 0 44| 0.0000 0 Cost - - -
Sulfate Corp. Chemical Plant Method
e E A
BEER(B)1DT SRS 14 14 1899| 0.0004 33 | Cost 2 37 -
Bank of Kaoshiung Banking Method
EEEEES
e 7 RHET *
BAREEERAT | k. merpae (e
Union Real-Estate =m 69,000 81,955| 9,581,400| 30.0000 81,955 Equity 5,749 - -
Management Corp. = Method
Real-Estate
Management
SINESE@AT | SENESE A
=ALTTERALIC(X ) A EEIHERR 7,000 7,000 700,000 3.5318 10,178 Cost 1,199 - -
Taipei Forex Incorporation | FX Brokerage Method
BEBMREERSE | HEEIRE AR
TRV 7
(RYRE SRR 29000| 29,000 3417,440| 48438 33,593 Cost 2050 | - -
Taiwan Small & Medium SME Consulting Method
Enterprises Devel. Co. Service
ERQ)ERRHEE) | PEERIRE A
\F] Ha 3~ ”
A ) i ) 24,305 24,305| 3,612,932| 3.9579 39,164 Cost 0.004 | 328,448 -
Sunysino Development SME Consulting Method
Associated Inc. Service
. _ Wi RESE AR
ERRE(R)LT B 61,364 | 61,364 | 23377,135| 0.2086 | 1,136,596 Cost . . .
Taiwan Sugar Co. Sugar Production Method
EERETERLT | e A%
Taiwan Motor Transport REAE = B 100 - 10,000 | 0.0009 - Cost - - -
Co., Ltd. Transportation Method
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U D B
EEBSROMDNE | ZREE 125921 | 125921 | 146250 | 10.0000 | 136,105 Cost - -
United Taiwan Bank S.A. | Banking Method
IREERER ()T
(RREBERE(ER)AE) SR BANE
Mega Financial Group I 261,017 | 261,017 | 53,617,861| 0.4853 878,261 Cost 56,642 - -
(originally Chiao Tung | Banking Method
Financial Group)
MRENRERIAT | WAL -
CIBC & Part i
Investment Holding Co. | pemes™™ | '500,000| 500,000 | 54,000000| 4.9505| 550,800 Cost - -
Ltd. etho
BEEAER) T EREREE A
Financial Information | 5 45500| 45500| 4550000 1.1375| 64,337 Cost 6416 | - -
Service Co., Ltd. Financial
information Service Method
BIESRERRIR)
NS HEvEEms E%
Barits Securities 3 171,000| 188,779 | 15,000,000| 50.0000| 173,065 Equity 2,320 - -
Investment & Trust Co., Securities Method
Ltd. (Original)
PRESTHIR)AT | BHRE - BKH BAE
Central Bills Finance REE 1,493,248 - 24,883| 0.0062 249 Cost - - -
Corp. Bills Financing Method
SHRERR)A T AEFERR A%
Everlight Investment Co., | Space Satellite 254,040 | 254,040 | 25,404,000| 17.3913| 254,040 Cost - - -
Ltd. Technology Method
BEBESREM(R)R .
a2 B35 198,012| 198,012 4552 0.9496| 215,617 g’:‘:/ﬁ 3,260 216
Taiwan Stock Exchange | Stock Exchange ’ ! ! . ! Method ’ °
Corp. etno
RREABER)AT | BEEH BAE
Eastern Broadband Telecommunication| 300,000 | 300,000 | 30,000,000| 0.4568| 302,400 Cost - - -
Telecom Co., Ltd. Method
EBPNEERBER) | PIEERE .
23 R 15,000 15,000 | 1,500,000| 5.0000 16,050 s
Koyon Capital SME Consulting ' ' T ' ' Cost i i i
Corporation Service Method
DEPRERZM(IR)A s
2 HERZ 20,000| 20,000| 2,000,000| 1.0000 | 23,300 Cost - - -
Taiwan Futures Futures Trading Method
Exchange Co., Ltd.
L = =53 . B
i,%%EﬁﬁEgﬂ(ﬂx) EEEE BAE
.lj.AA Asset Asset 1,000,000 {1,000,000 {100,000,000 | 5.6754 | 1,032,000 Cost - - -
alwan Asse Management Method
Management Co.
aEEMEERB(R) WA
A= = /4
a8 RER 50000) 50,000| 5000,000( 29412| 50750 Cost - - -
Taiwan Financial Asset Asset Service
Service Co. Method
SEREBAEARR
g . BE
Taiwan Business Bank | AFREEA | 9000|2729 |  200000{1000000] 2,722 Equity - - -
Insurance Agency Co., | Lifé Insurance Method
Ltd.
BRRIER () S . BAE
Financial e-solution Co., ﬁaﬂﬁﬂﬁgﬁﬁﬁ% 7,000 7,000 700,000 5.8333 8,155 Cost - - -
Ltd. Software services Method

FRTEREDFITIREIGH -
Disposal of TBB shares by Subsidiary: None
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RINERREE S - N+—FTRERE
EREHEIEIERAREER  BREEATT
EEBEREEZEEISELFEN - TEEIE
ETHCREBRERRGIELE  LBEARTE
KIEERRZ EBREEFE -

AN ITIRIEEBZERAEREEMS - BFREA
FEINENE ~ BE ~ BEUNBMEREASTRERE
EHEHEEN  WEHE—1TX -BF—EF* [
—&E - - AMREZEE > 5]8 RER
BERREEE R NMIXRIRERERER
HILER ) > DURBEERREBESER - WEDE
B BIR

o

MMBRAREME - AIANXRREZERSZE
EFNRER > WERESHNRE(LEBB - BFHR
FORRGURNIERRO - ERERZEERETIEE]
ERZEERZENI 2 ZIEREE - BEFEEEE
BMIMISER B - WEISHITIBIERE

FURBMREMES - A1TESEHFEE ~ M
BEZNRBERRITEER - MUSHEER
ROEEWRBIESBHRARTN - BIFHAEES
AERE - ZEEZTEZRIIE » LUFERE
MR

RSN ERRBESER  ATE]IE [EES
MXPEDERRIEER - TEXREREE
PREE) R 2EERNEESEREEERL
S ERIBRRBERE - F£EEERE - ERAR
s RIEBRENILSZEEREE ZEFMEET
FHR > BUSEERRBEEERS > ESE
IR RSB B LA AR BN IR

RIETRSRPNERZETERRESERARS
ZERAWABUEFRITZEBARRE - BUSEE
XRABEEERE - DTERILTTETEERAVIRIE
FTEARREBERBER - HIIEERIERENZ

VIl. Risk Management

To strengthen its risk management mechanism, as part of its
organizational re-engineering the Bank added a Risk
Management Division to the Administration & Planning
Department. Besides providing staffing services for the Assets
and Liabilities Management Committee, this new department is
also charged with unified bank-wide risk management with the
aim of controlling risk for the TBB's major operating policies.

In regard to the control of credit risk in the Bank's lending
operations, in addition to careful pre-loan credit investigation,
review, establishment of an internal credit rating, and post-loan
re-examination and follow-up management, the Bank has also
imposed quota controls on single industries, single types of
business, same business groups, and same individuals,
establishing Guidelines for Credit Quota Risk Control and
Exposure Ratio Restrictions for Loans to Different Businesses in
order to avoid the excessive concentration of risk and achieve the
goal of risk diversification.

To manage market risk, the Bank's interest rate risk control takes
account of the interest rates set by other banks and coordinates
with interest rate trends in adjusting its interest rate sensitivity
gap whenever necessary. Price risk control is handled by
carefully setting and controlling trading positions and quotas, by
constantly evaluating changes in the market prices of positions
held, and by strictly enforcing stop-loss regulations.

The Bank manages its liquidity risk by coordinating with deposit
and loan growth, changes in the market capital situation, and
Central Bank policies, along with the adjustment of fund
disbursement strategies whenever necessary in line with capital
gap management for different periods and the establishment of a
fund notification system in order to firmly grasp bank-wide capital
liquidity and reduce liquidity risk.

To avoid the excessive concentration of foreign exchange risk,
the Bank has set up Guidelines for Handling the Utilization of
Funds in International Financial Operations, Country Loan
Quotas, and TBB Guidelines for the Utilization of Foreign
Currency Funds. A mechanism for the management of risk
quotas for different countries is established in accordance with
the stability of political regimes in the individual countries, their
economic growth, their credit situation, and their debt-servicing
capability, and in reference to their credit ranking as assigned by
internationally known credit-rating magazines. Under this
mechanism, the TBB also pays close attention to changes in
international financial conditions at all times and makes
adjustments to its related positions accordingly.

The Bank undertakes forward foreign exchange trades primarily
in coordination with the needs arising from customer trading and
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TTEMESHEREB RS ENVRRE N (S5 under the principle of leveling the Bank's positions so as to

| . I B e E RIS - minimize exchange rate risk. The Bank currently uses derivatives
operations mainly for risk avoidance; trading position quotas and
a stop-loss mechanism have been established for derivative
financial which are not used for risk avoidance, and these are
assessed regularly in accordance with regulations.

SEERE ST

Status of Various Kinds of Risk

(—)ZEREERBR

(l)Concentration of Loan Risk FL B

Thousands of NT dollars

HIZEMRAREZS 7,384,106 9,060,086
Amount of Loans to Materially Interested Parties
TIERRARIELER 1.25% 1.43%
Ratio of Loans to Materially Interested Parties
REEIRRELLR 0.11% 0.18%
Ratio of Loans Secured by Shares
ERE S]] k%% | TR LEZR%
Industry Ratio% Industry Ratio%
RN 0.08 E VS ES 044
Farming, Forestry, Fishery ’ Farming, Forestry, Fishery ’
IBER T RREE 011 BERTAREEE 043
Mining and Quarrying ’ Mining and Quarrying ’
4 .
Manufacturing 3049 Manufacturing 33.96
KEMRE 375 KERRE 145
Water, Electricity, Gas ’ Water, Electricity, Gas ’
i [SP=ES SSEES
BRTREERAE Construction 445 Construction 497
Concentration of Loans in Individual Industries HaEesme HaEEEme
Wholesaling, Retailing, 9.34 Wholesaling, Retailing 9.87
and Restaurants and Restaurants
EHEkAEE EHERREE
Transportation, Warehousing, 2.75 Transportation, Warehousing, 2.02
Tel-communications Tel-communications
ERIRIEREES 1.06 ERREAEESE 0.98
Banking, Insurance, Real Estate ’ Banking, Insurance, Real Estate ’
TEHUEEAREE ITEEEARSGE
) 2.74 ) 3.03
Commerce, Service Industry Commerce, Service Industry
Hit Hith
Others 45.23 Others 43.85

i REREREEE  EBORE « ERME - BNERENRBNRENE -
2 EBRAREL R =RTENESHNERRARESE - RERE -
3REERRELE =RFURERERRCRESR - RIEHE -
Notes: 1. The total amount of loans includes forex purchasing, trade financing, loans and discounts, acceptance receivables, and guarantee
receivables.
2.The ratio of loans to materially interested parties equals the amount of loans to materially interested parties as defined in the
Banking Law divided by the total amount of loans.
3. The ratio of loans secured by shares equals the amount of loans extended with shares as collateral divided by the total amount of
loans.
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(1) Quality of Assets i : AT
Thousands of NT dollars

90.12.31
Dec. 31, 2001

BERR (BEEED 67,607,269 68,919,770
Non-performing Loans (including loans on demand)
R , 67,438,586 74,497,768
Loans for Collection
BMELER

9.76% 9.97%
Ratio of Non-performing Loans ? °

IE; B e
IRSUBER R IR R 11,943,887 9,341,635
Book Loans and Reserve for Loans on Demand
& 1 BmERRGR (SEWGR) REKEFERER83.2.16 8 B4R\ =",/ \ =PUsREN&86.12.1 B4 EERE BARLEE / \ /U N/ A/ USSR NIR E =2 5

SREHADNFREER ©
2. BMLEER = @HAMGR (SEWF) + (FERHREE + UG -
Notes: 1. Non-performing loans (including loans on demand) are calculated in accordance with Ministry of Finance Document Tai Tsai Jung
No. 832292834 issued Feb. 16, 1994 and Ministry of Finance Document Tai Tsai Jung No. 86656564 issued Dec. 1, 1997.
2. The ratio of non-performing loans equals (non-performing loans plus loans on demand) divided by the total amount of loans.

(=) iSRRI

(Il) Market Risk Sensitivity Information B %
unit:%

90.12.31
Dec. 31, 2001

MR EERESELR

Ratio of Interest Rate Sensitive Assets to Liabilities

FREEM RO S B R

Ratio of Interest Rate Sensitive Gap to Net Value

83.92 85.72

(289.23) (288.61)

Ef 1. FIRBURIT EEME S AR =M RFURMTEE + FIRURITEE (BB —FRHTaSFReURIt SRR RERIMTEE) -
2. FISRBURRITIRO =R REURME E — FIREURITSI(E -
Notes: 1. The ratio of interest rate sensitive assets to liabilities equals interest rate sensitive assets divided by interest rate sensitive liabilities
(refers to NT dollar interest rate sensitive assets and interest rate sensitive liabilities with terms within one year).
2.The interest rate sensitive gap equals interest rate sensitive assets minus interest rate sensitive liabilities.

(PN EEFZEEFARST
(IV) Concentration for Foreign Exchange Risk

REN+—F+B=1+—H

Dec. 31, 2002 weT
EZ=£5 Panama 4,985,750.00
HZ Japan 1,924,474.96
FEYES Spain 11,868,860.00
Z[E United States 80,079,597.44
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[ United Kingdom 1,994,500.00
&8 Hong Kong 5,067,674.44
it Switzerland 11,007,564.00
I8 Sweden 1,508,250.00

£% Taiwan

123,176,758.29

=& Germany

11,682,768.57

BN Australia

3,447,023.00

824 South Korea

12,500,000.00

#ET Total

260,240,220.69

(h)EEHRAEIREDH

(V) Maturity of Assets and Liabilities
RENA+—&+ITH=+t—H
Dec. 31, 2002

EE Assets 707,756,395 68,885,436
&5 Liabilities 766,133,420 | 260,401,630
RO Gap (58,377,025) | (191,516,194 )

Ef&HR Accumulated Gap | (58,377,025) | (191,516,194)

BT HTEMTT

Thousands of NT dollars

49,153,730 | 101,230,660 | 56,040,813
35,400,007 39,889,488 | 119,450,425

432,445,756
310,991,870

13,753,723 | 61,341,172 | (63,409,612) | 121,453,886
(177,762,471)| (116,421,299) (179,830,911 ) | (58,377,025)

i ARESRITRBEIADSTMIBITSSEND (TSNE) 2588 -

Note:The data above include NT amount of Headquarters and domestic branches only (excluding foreign currency).

(OPTEMEMERRZS (BSE (MB#R)
MBEERRNEERBAERENA 1%
HEMER (P.96))

(V1) Derivatives Transactions (For more information, please

refer to chapter 5(Financial Derivatives), page 96)
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VIIl. Major Contracts

TR AR
S EHARRES 91.12.9~92.12.9
REERR SR RN ERAT Dec. 9, 2002 ~ ERTH  FHRE | B
Clients database and IBM Co. Dec. 9, 2003 System set up Non
management Sys.
sme =4
iR SEeHAEEEAT 91.7.5 AETRER =
Debt allocation TAM.C.O. July 5, 2002 P Non
debt
BRIy Colony Capital Asia Pte. Ltd. 91.12.14 MERRIEE P
Debt allocation Dec. 14, 2002 Deposition of bad Non
debt
B N=]=7
EEEEEZZHY Lehman Brothers Commercial 91.12.14 B :T.Eﬁ T
Debt allocation Corporation Asia Ltd. Dec. 14. 2002 Deposition of bad Non
’ debt
E=idh NBEEINAT e | sREsEERRE | B
Contract entrust Rebar Rehouse Fug- 14‘ o Collateral entrust Non
en. s

N - ERERSNIEEREF

FIHEDITIRXED1T)REBRN+AFHA
BRFEEZEFPEREZXEBRAT(Chin Sen
Industrial Co.)ERAARIE FHOFEUEE » 52E%
ANEFRSERLAREELEICEOEER T
MEEF R EEHFERE QS (International
Company of Commercialization and Invest-

ment > fSfEI.C.C.LAT)SFHEE -

B SREAED

EOBEL.C.CLATERNTTCET—RBLLH
RMmEERESE AR (Court of Commerce of
Brussels)iEEREE KNI T (MM BERERRIT »
BIBBLEIRIT)R AT EFRIEESHARETEES
783BITEIMETAIR ~ BERERER » AFELSMIE
EHECLEA S E R ENNAREREL - BRIZERT
EIEA -

IX. Court Cases

The Bank's World Trade Center Branch (originally named the
Young Chi Branch) encountered a suspected case of
international fraud in handling a letter of credit export collection
for the Chin Seen Industrial Co. in April 1996, apparently
because that company used a forged export document and
failed to ship the goods to the importer, the International
Compagnie de Commercialisation et d'Invertissement (I.C.C.1.)
of the Republic of Zaire, which suffered loss thereby.

Overseas litigation

The importer, I.C.C.I., initiated a case with the Court of
Commerce of Brussels in Belgium in November 1998,
demanding that the L/C opening bank (Banque Bruxelles
Lambert, or BBL and the TBB jointly pay compensation for the
L/C in the amount of US$7,830,000 plus interest, losses, and
expenses. The TBB has retained a local Belgian attorney to
represent it in the case, which is still under investigation.
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B ERER D Domestic litigation

P P R The prosecutor has charged three TBB employees under the anti-
EREEH A TRERERE L S(TEKESA prosecu g ©F employees un '
corruption statute, and 1.C.C.I. has initiated a civil suit accessory

FEERBUAEST » 1.C.C.L AT 1T EIRRER FHY to the criminal case against them for compensation in the amount
R RN R EES ERE(EEST783ETT » & of US$7,830,000. On Dec. 17, 2000 the plaintiff, I.C.C.I., added
- N e T e g e the TBB as a defendant in the civil tort liability case, demandin
ZHERTRERLETEEEFESHEANE , . . Y . naing
that it take joint responsibility for compensation with its
ERERFER - RS1.C.C.LATDLKRNAT employees. TBB was informed by the high court, such case was

F+_B+CHERENATESREESETS annulled. The case is now closed.
BEBERMZES » BRI TRATRES
ERERANETBESIETRNY LR -
AERNT—F+—BIT+HHESESF A

HAN 2 HOER R RIEIRERR - BARRESH

& e
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— - NT+ITHFEEESE
l. Operating Plans for FY2003

O»

B : TAEST
Millions of NT dollars

EIEIEE Item of Business

N+-FEEEEEE Business Target for 2003

ZFNEEFE Deposits 762,555
SEERM RN Demand-type Deposits 251,439
SEHEATEEN Demand Deposits 107,283
SEHRfEE AN Demand Savings Deposits 144,156
TEHIMEEFR Time-type Deposits 507,260
EHAZFN Time Deposits 266,762
TEHRfEE N Time Savings Deposits 240,498
RETFFR Treasury Deposits 3,856
IER%EFE Loans 607,000
BAIR Discounts 2,500
FREAMENR%ESZ Short-term Loans & Overdrafts 163,000
FREAMEN Medium-term Loans 194,000
REAMER Long-term Loans 247,500

EASNE Foreign Exchange Buying

15,897(FEZE7T) US$ million

ELYVE Foreign Exchange Selling

11,993(EHEZT) US$ million

SBEITHOZESE Securities Brokerage

213,400

— > NtTHEEEREE
(—EBERZERS - RREDHRR

1L HAAEREFE > MREREHERERE
e - IERSENFIERSS ©

2. MRRINRIIEECESE - AEGFIIEE
WA ERIFEHE S REMINEE - BIEFH
FIEEAEER -

3. FEMAEFIENIE « UGS - 18RS
WA > BISTEEAR BRI ZRIZETS -

Il. Business Plans for 2003

() Vigorous Solicitation of the Deposit Business to

Augment Capital Sources

. Integrated promotional measures will be formulated for

different target groups, and different types of business will be
vigorously solicited.

. The absorption of long-term stable capital will be strengthened

to adjust the deposit structure, and demand deposits will be
promoted actively in line with the integration of the financial
business and the development of new products.

. All kinds of agency and collection businesses will be solicited

in order to increase commission income and lead to the
acquisition of other businesses.




(D) ABEEMMIBEZRSE - BAFTRZEER
REE - RoHEEBHRINEREARHER

1. AR SEREB DR/ ERRE R EBIRERR
BEBRIERTIMERETR > WINEEEH
MWEFRNEREBEZEN - BHEFEREESE
BT ERERSL  BEREBEER -

2. RfEZREFebiBE > BoSHEEBICETELZ
BEGETE - 22E [EXRIRNEEER T
Bl R ZEWREERERIRLCMES
5 o sRIE AR ThESRFEETD -

3. EIEINEBCRIE B EE R - WEIHHERIER
LUEE  BIRKRUENESBEERE
= BANMIBEENERZRS -

(=) ERIERNEXBRERERERS

1. ERARE HORAERRIE T EERESR
RS R TEERBUIRFURBERS ) » B8
=T8N - RIENEFFRIDEE » FHEEITW
IRNEEFBERBIVESIIL - BHREPE
SEEMZRIERIARTS -

2. INSEEA DI FE DM BEREEMERDITR
BEDTUBEERNEMFSMER B
ERIEM SRR  BARERERES
DITRBEHEE - EAEENSTP RSB M
B DUBHE1TFEBEIRA -

3. BB N EREEMUREFEN IR - ik
ITREEBEN > BAMEBEIEEBRE - E
BN ERBER > WiIEFNAERIENK
% > SRERRSEES] -

(ISR IE RIS RS

1. IhRREIRITFRS  BIIESFRFIBISRE
& NEIRE » B ETEHRBmEE -

2. ARERIZRIF 2 2KER - #EHEEITUN SR

() Expansion of the TBB's Business Scope to Cope with

Competition and Fully Meet the Need for SME and
Consumer Credit

. The highly promising SME loan and factoring businesses will

be targeted for development; at the same time, the promotion
of SME small revolving capital loans will be strengthened with
the aim of providing customers with faster, more convenient,
and more flexible capital utilization methods and gaining an
effective grasp of potential customers.

. In response to the digitization trend in the financial industry,

the Bank has set up a Corporate Account Management and
Online Financing system in line with the Economics Ministry's
Plan ( (B2B online cash transactions) and dissemination plan
in order to provide online financing operations via the Internet
and reinforce the Bank's business development capabilities.

. The Bank will continue offering policy-type home loans and will

actively promote average revolving mortgage loans to help the
public procure low-interest financing for the purchase of self-
occupied housing and strengthen the Bank's competitiveness
in the home loan business.

(Ill) Vigorous Promotion of the Foreign Exchange and

International Banking Businesses

. The forfeiting and international factoring businesses will be

developed vigorously in order to increase the Bank's income;
foreign exchange deposit operations will be reinforced, and
bank-wide computerized payment and collection as well as the
use of foreign currency certificates of deposit as collateral for
loans will be developed so as to provide customers with more
and more complete range of financial and investment services.

. The use by domestic branches of the advantage offered by the

ability of the OBU and Hong Kong Branch to engage in direct
cross-straits financial operations will be strengthened so as to
engage actively in financial dealings between Taiwan and
mainland China; in addition, the scope of services provided by
the OBU will the expanded in order to enhance the quality of
services to offshore clients and increase the Bank's
commission income.

. More designated foreign exchange units, and units that deal in

foreign currency cash and traveler's checks, will be added in
accordance with the development of business in local areas; in
addition, the level of foreign exchange operations will be
heightened in order to reinforce the Bank's competitiveness.

(IV) Vigorous Development of the Trust Business

1

. The custodial banking business will be developed and Internet

and telephone ordering functions added in order to enhance
the quality of fund services.

. To cope with the advent of the low-interest era, foreign

currency guaranteed-principal structure notes will be
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AREEZ » iIBEHEEHERTHEINMNE 22U introduced in order to provide a product with the twin
_ R — i advantages of a higher interest income than time deposits and
MRFRAIESERCEMEMR > MEEPKK ag 9 . ?
a principal that is guaranteed, and thus satisfy the investment
BIFIFEK - needs of the Bank's customers.

3. The transfer of real estate trust or capital equipment trust

3. INsRENEEFENIBT A EESFTNMMER

customers by personnel from the Bank's different business

BENEEFEEP, - UBBETEEEIA - units will be strengthened in order to increase the Bank's trust
fee income.
(R IEIDREES AR
(V) Active Development of the Securities and Futures
1. K E RSB REE N 121D Businesses
TR RARE - 1. Promotion of the placing of orders over the Internet or the
telephone will be strengthened in order to provide a diversified
2 BIEHSLESTEENEEADHEEE 12 range of financial products and services.
F BB A S RIS S o 2. The mobilization of all staff members to introduce securities

and futures customers will be continued so as to expand the
- ~i= . 3 — Bank's share of the stock brokerage and futures markets.
3. RENHFRESLLDT  HNBEAE ¢

HIEREC BESIEARESER AT » BN

3. Branches that offer securities brokerage services will be
reorganized year by year and professional managers with

IRAESERERMBEOER » UEXRES actual experience as well as securities professionals will be
rEasEe ), IR U RS MR recruited from outside the Bank so as to upgrade the Bank's

share of the securities brokerage market, expand cross-

BEET -
industry operating capabilities, and reinforce the service quality

and market competitiveness of the securities business.

(FVIERERBA BB
(VI) Active Development of the Personal Consumer Financing
1. 88 [ERERERRESHRSERGR Business
ZEE  DTTEPBEMER » sIEB/WN 21T 1. With the establishment of the Customer Databank and
SRS - Customer Relations Management Systems, the characteristics
o =
and segmentation of customers will be analyzed in order to
e ) — s - [ establish effective marketing strategies.
2 EITHBMENERES  HERERER g

2. Consumer financial products will be integrated and cross-
industry alliances will be promoted; in addition, broadcast and

TFRERERERE  FEESFITHREERS

IEEHEE) - BEENREIEES » B print media, along with other advertising channels and
= SIS EE ) CHE T SE R - marketing activities, will be used, and investment consultants

will be installed in different business units to help customers
3. BETHEERON - FEEEIEE « RE with their investment needs and actively promote personal

. o . N B consumer financial products.
PREQZ/NEEHBETEN s EBHEERRME
3. Market segmentation analysis will be used in the continued

ZEEBADHE - FUREREREL » F planning for small consumer loans with an orientation toward
FTOEERFIE » LUBHR=EFREAEEIRFS - simplicity and rapidity, and an automatic scoring system for
consumer financing will be set up with the aim of standardizing
(OSSR - s iReaess the loan application process, shortening loan extension time,
and thus providing customers with more convenient services.
1. IEEERETMEARE R&IRE (VIl) Active Liquidation of Non-Performing Loans and
a1 B S IR S ER IR © Reinforcement of the Operating Structure

1. Review and guidance will be strengthened for business units in
using all kinds of means to suppress and clear up non-
performing loans.




2 EREENRESRESERELE « GRIUE 2. The increased profit from operating income, the abolishment

RERFEAMENZEE > ETPIERIRE

58 -

3. ERPHERKMEREERIE « HENEWRSE

of the business tax on financial institutions, and the reduction
in the deposit reserve ratio will be used to write off bad loans.

3. The recovery of bad debts will be actively pursued and clients
for intensified collection will be helped to resume normal
business relations; in addition, the auctioning of collateral and

BIERER > WINKRARERAREDRZ the disposition of collateral that has been taken over will be

2 PERm -

= NTFEEITREASEINR

HAIGEEtE

(=) FREIR—FREDZTFEE

accelerated.

lll. Sale and Purchase of Real Estate, and Long-
term Investment

() Projected sale of real estate within one year

BT - FTEaMEFT
Thousands of NT dollars

BE+n T BItMAZERERE 51.04
5 283.00 m* | Taipei City Ta-En : 1606| 42,983 | 44,589| 58215| 26,119
Sale of land Land 1962/04 ’ ’ ! ’ !
Area
BItHAZERTR
S - 44.12
BRI T 395.00 m* | Taipei City Ta-En 68| 59,577 | 59,645| 90,812 | 48,796
Sale of land Land 1955/12
Area
—— T BItMAZEHRZR 44.12
= .
448.00 m? ibei City Ta-
Sale of land Land I\ar:;el City Ta-En 1955112 26| 67,622 | 67,648 | 102,995 | 53,960

o4
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(Z) FREIR—FRESZAEE

(I) Real estate to be procured within one year

BENT : FTEUSTIT
Thousands of NT dollars

EEDITHEM T TFRE%EIT
— b I 552 B =
B=g E | Cmmg |TRREERD | g SEAE | s
2.3 branch 2.3 sites | Various locations FY2003 300,000 | Self-owned Business
) . estate throughout Taiwan capital )
premises sites premises
p— S KRB A R . {FREEIT
KEHFIRIE | R ool DU s
Construction of Ta | New 4,364 m? 9 9 o < 65,880 | Self-owned ;
L Tayuan Township, FY2003 ) Business
Yuan Branch Building capital )
Taoyuan County premises
. N . S E i
TIEDITHEIRR | FE ERUIIEREEY | e BRER = (56
2
Construction of New 3516 m* |p04i Rd., Chunan FY20§3 97,880 | Self-owned | o o <
- - ital
Chu Nan Branch building Town, Miaoli County capita premises
_ e S e . =S E i
SERDITHTELIE | MTE EEES Rl EESE BBE® .
. e 9RFE =fEA
Construction of New 3,596 m? |HsinYiRd., Tou Fen 88,800 | Self-owned )
. ' o FY2003 ) Business
Tou Fen Branch building Town, Miaoli County capital )
premises
(Z) FEER—FRESTRSRBIRESE : &
(Il) Long-term investment plans for implementation within one year: None
- TR R
IV. Research and Development
(—) BEZFEMRRBESZH
(I) Research and development spending for past two years
BLFasEST
Unit: NT$ million
FE N+EE
Fiscal Year FY2001
6 5

Amount




(Z) RBRAR

() Results of research and development

FZ Fiscal Year N+—FE N+EFE

IER Item FY2002 FY2001
EBATBRERS 127% 8=

Business R&D Reports 12 reports 8 reports
IBREESE o 51

Suggestions Submitted 9 cases 5 cases

E) N+ EFEMRBRETE

1. EEGEN 55 R’RiR - BSRIIBEEM
ISIRIETR - WEHEHEPET - ESTE
BTSRRI

2. EFERIERREFPRAMREERMMEEZ
=

3. RN E SRR TE R B ARG RIETS

==

h - ESEREE

ONT_FERERER EHHEMZEE
BREREAMAS BEXNEETEE
EEE (B8R (& &E#HR) 2KR*%K
SrERBZHEMER (P33) R (B
EXRESEREIE) N+ __FEED
TS ENRPIRESTE (P.54))

() FIRREIEE ST EHITIHR

RESEBIDE - RLEDEE - IMEEBR
SHETD - WEFTETEER » F1IRNTE
FHROFTMIREIBE - 8BITHN3.74E
BiRERITER267T - BEERFT97.2485T -
Wiz RESTEEZERRMERER - IR/A\+TTES
M= ERA=BERATE - HRIATESR
mE=A—t/\ENBSTET

() Research and Development Plans for FY2003

1. Integration of deposits, trust, insurance, securities, and money
market instruments, and the development of a diversified
range of package investment products in accordance with the
characteristics of the Bank's customers.

2. Development and establishment of Customer Databank and
Customer Relations Management systems.

3. The TBB's non-performing loan liquidation program in
response to the new situation brought about by financial
reform.

V. Funds Utilization Plans

(I) FY2003 plans for the expansion of business, procurement of or
reinvestment in other financial institutions, and expansion or
construction of fixed assets

(For more details, see section in chapter three (New Financial
Products for Future Development P.33) and chapter four
(Business Plans for Sale and Purchase of Real Estate, and
Long-term Investment in 2003, P.54)

(I1) Implementation of previous capital increment plan

The TBB completed its previous capital increment plan in the
fourth quarter of 1998 in line with plans for the expansion of its
business, the reinforcement of its capital structure, the
strengthening of its business competitiveness, and heightening its
capital adequacy ratio. For that capital increment, 374 million new
shares were issued at a premium price of NT$26 per share,
bringing in a total of NT$9,724 million. This new capital was used
in the financing business according to the original plan, and were
entirely utilized by the fourth quarter of 1998. The Bank's
capitalization currently stands at NT$31,809.07 million.
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(=) =ESESERIERNTRIITIBR (lll) Content and Implementation Status of Financial Bond
Funds Utilization Plan

REEBNIREIEANEREDR » SMIN+FE _ _ _ o .
B In line with the government's policy of revitalizing domestic
ERESSSEMEGIEZMERRERZH industry, all of the funds raised from the Bank's financial bonds in

EHARNEN - ANSRNESRES KR ED 3 2001 have been used for professional medium- and long-term

loans. A total of NT$17,645 million worth of financial bonds were
B (Wt+E&+—B~N+—%+8) H3 _ ) ) . »
issued during the period permitted by the authorities (November

13176.45187T » ZHEAREAEITH ~ REAIGERE RN 2001 - October 2002), and the medium- and long-term loans
£REAE48 87ETT © extended during that period amounted to a total of NT$54,887
million.
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l. Balance Sheet and Income Statement in the Latest 5 Years

(—BREAFEBREEREBR
(l)Balance Sheet in the Latest 5 Years

O»

11 : HTEMETT

Thousands of NT Dollars

== FE 915 90 89 88%F 87.12.31
ltems FY 2002 2001 2000 1999 12.31, 1998
HENEEE 197,759,626 203,846,979 162,552,969 168,371,474 167,346,734
Current Assets
=5E - B =pimag
E_‘E "5£EE5&TK_'¥§“ 623,318,922 615,255,642 633,020,801 602,224,261 549,705,779
Bills purchased, discounts and Loans
RAUGRRERE 3,183,056 4,664,410 3,809,619 3,504,451 1,762,840
Long-term equity investments
BEE&EE
Fixed assets 15,240,138 15,402,113 15,671,381 14,995,360 14,223,050
L%
AR ﬁé 17,320 7,575 5,779 - -
Intangible assets
BHE
FhR 88,635,404 78,912,812 65,494,652 54,235,243 54,420,581
Other assets
EREEEEIR AR 1,267 4,048 3,480 2,369
Net broking account-debit ’ ’ ’ - ’
FENEE D EZHT Before distribution 62,560,123 55,196,022 60,135,703 59,892,090 56,854,740
Current liabilities SHEC# After distribution £f4 Note 4 55,196,022 60,860,666 59,391,379 %3 Note 3
=R ,Eﬁm}i,ﬁﬁmgﬁ 814,082,547 810,655,090 751,437,532 711,923,349 648,788,122
Deposit, remittance and bonds
RITREHEE
Financial Loans due to Central Bank and - 41,681 101,628 2,806,554 15,092,697
other banks
RHEAgE
11,325,468 11,070,701 14,140,181 15,724,169 17,032,136
Long-term liabilities
Py
HibslE 1,136,145 1,115,738 1,240,943 1,400,170 1,863,714
Other liabilities
il
31,809,070 31,809,070 29,486,312 24,310,000 24,310,000
Common stock
% NS
§$_LJE 5,022,115 5,057,120 6,391,279 7,675,112 7,675,429
Capital surplus
{REBEER >BEET Before distribution 3,292,531 4,218,254 18,137,727 19,604,193 15,848,892
Retained earnings | 5fiz# After distribution 514 Note 4 4,218,254 17,412,764 19,564,904 513 Note 3
RIS AR
1,294 7 2,4 4,84 4,377
Cumulative translation adjustment 2o 875 (2,485 (4.848) “.377)
SR A% IR
Treasury Stocks (1,070,972) (1,070,972) (510,139) - -
BEREE
928,155,733 918,093,579 880,558,681 843,330,789 787,461,353
Total assets
B fEHEgE 2BEBT Before distribution 889,104,283 878,079,232 827,055,987 791,746,332 739,631,409
Total liabilities SER After distribution 5f4 Note 4 | 878,079,232 | 827,780,950 | 791,785,621 513 Note 3
R BRI HRER EEHT Before distribution 39,051,450 40,014,347 53,502,694 51,584,457 | 47,829,944
Total stockholder's -
equities DHECE After distribution 4 Note 4 40,014,347 52,777,731 51,545,168 %3 Note 3

&t 1. RSO ATEMBEREEMERIESTED - METBIESTBNEXEEE - HHs7RBIESI FE~ 0 FERBERBEREKRES » 1 TERRBEREX

W -

2. ERADECAT ~ DECRZER RIS EEIEIE X ZEESE T EMSRRED BEEEMN MIBEARNIEIIRDECR] » MR EEREEREEEZERER

eI DBECIIR DECE -

3. N+ CESRIEEEE(87.7.1~87.12.31)R/\+/N\FERERDIR—HIRN\ TN EEREZRE®EEIIR N+ N\FEEDEE

4. N+ —FERIERMEERERRE TR -

Notes:1. The five-year financial data given above have all been reviewed and approved by CPAs Lin Shan-Lan and Lin Wen-Wen. The data for special
FY 1998 through FY2001 were certified without reservation. The data for fiscal year 2002 were certified with reservation.

2. As to the before- and after-distribution data given above, the CPA-approved amount used as the income tax and gains from the sale of fixed assets

that are converted to capital reserve for the year are listed in the before-distribution category; the earnings allocations and distribution approved by

the shareholder's meeting for the following year are listed in the after-distribution category.

3. Earnings distribution for special fiscal year 1998 (July 1 - Dec.31, 1998) and FY 1999 is included in the after distribution category for FY1999 as
approved by a resolution of the shareholder's meeting for FY2000.
4. The appropriation for losses for FY2002 has not yet been approved by the shareholder's meeting.
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(Il) Income Statement in the Latest 5 Years o

Thousands of NT Dollars

== FE 91 90F 89 88E 87.7.1~87.12.31

ltems FY FY2002 FY2001 FY2000 FY1999 Special FY1998
=3
Eﬁlﬂz\ 36,835,717 50,298,791 51,754,727 52,915,110 27,220,385
Operating revenue
wy We=
Eﬁ%_ﬂ (18) ) 9,646,243 (6,329,078 13,859,578 15,597,254 8,185,223
Operating profit (or loss)
o =
a5 G’_E‘) E 1,317,337 (15,388,226 ) 4,746,859 5,757,497 2,989,932
Operating income (or loss)
P
BRI () (1,190,606) | (1,245095) |  (1,220,358) | (1,347,497 (554,374)
Non-operating revenue (expense)
BRALLES (1) _ 126,731 (16,633,321) 3,526,501 4,410,000 2,435,558
Income before income taxes

pEpEe

ATSmAlES (ﬁﬁﬁ? (1,089,761 ) 4,425,984 (1,061,199 ) (649,584 ) (577,278)
Income tax benefit (expense)
ﬁfé_'ﬁ (18) & (963,030 ) (12,207,337 ) 2,465,302 3,760,416 1,858,280
Net income
BB (B1E) (7T)
Earning (loss) per share (dollar) (0.31) (3.94) 0.79 119 0.66

5t - 1. CRATFEMBERSSEMNEREETEN - METEESTANEXERE - HHs7RRIESIFE~00FERBREBERERHES » 9I1FERRE
BERERS -
2. BIREERMALUBIRAR 2 EFEIMEF IR EETE -
Note : 1. The five-year financial data given above have all been reviewed and approved by CPAs Lin Shan-Lan and Lin Wen-Wen. The data
for special FY1998 through FY2001 were certified without reservation. The data for fiscal year 2002 were certified with reservation.
2. Earnings per share are calculated by the retroactively adjusted weighted average number of shares for the current fiscal year.

— BREZTESKEE BER - BREMGE
Il. Net Worth, Earnings Per Share, Dividends and Market Value in the Latest 2 Years

BB FTAMETT/ER
Unit:NT$/No. of Shares

B g £E I1EE 0EE

Items FY FY2002 FY2001
BSME ERT Before distribution 12.28 12.58
Net Worth Per Share DER# After distribution e 12.58
BIER(EE) B%# Shares Issued 3,180,907,000 3,180,907,000
Earnings(loss) Per Share BIZRER(B518) Earnings(loss) Per Share (0.31) (3.94)
ZESESF IRERF] Cash dividend 0 0.20
Dividends Per Share AZEER%F Stock dividend 0 0.81539
Market Price Per Share =B Low : :

19 Average 6.55 8.47

& 1. BIREBIRALIBIRE CEFEIMETIIREETE -
2. ERADECAT ~ DECERZER  RLUEESTEIEXRZ SRS EFEMSRRED BEEEN MIEEANRIEIIRDER] » BN +FEEDE

EEEMNDKEREFAIEIERATER DR - MR EERNERHEE 2 BEFEHRDECIIRDECE -

3. N+ —FEBERHREREREEERE -
Note : 1. Eanings per share are calculated by the retroactively adjusted weighted average number of shares for the current fiscal year.

2. As to the above before- and after-distribution data, the CPA-approved amount used as the income tax and gains from the sale of
fixed assets that are converted to capital surplus for the year are listed in the before-distribution category; according to the relevant
laws and regulations, however, gains from the sale of fixed assets in fiscal year 2001 are no longer required to convert to capital
surplus prior to distribution, and appropriated profits and distribution approved by the shareholders' meeting for the following year
are listed in the after-distribution category.

3. The appropriation for losses for fiscal year 2002 has not yet been approved by the shareholders' meeting.
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I. Financial Analysis in the Latest 5 Years

P £ E 915 90 89FF 881E oLy
ltoms FY FY2002 | Fv2001 | FY2000 | FY1999 | Special Fy199s
SRSEELR(%) 9579 | 9564 93.92 93.88 93.93
Liabilities to Assets Ratio
BB
- zfiﬁgﬁiﬁvﬁh Ratio(%) 2,002.83 | 1,897.19 | 135280 | 1,332.87 1,311.17
Financial BEEESFBLEE (%)
Structure | Fixed Assets to Net Worth Ratio(%) EELLY 38.49 29.29 29.07 29.14
RAER SETEELLER(%)
Long-term Capital to Fixed Assets Ratio(%) gl 331.68 431.63 448.86 456.03
[BEeET ?u%?gg?é:ﬁi)o(%) 316.11 369.31 270.31 281.12 294.34
=15l
Solvency | FRENEMBLLIR(%)
Liquidity Reserve Ratio(%) 12.82 18.05 11.27 15.83 14.07
FIEEER (%)
Loans to Deposits Ratio(%) 79.72 81.08 87.38 87.40 87.55
ioﬁjfg%fg;)ﬁo(% : 9.76 9.97 6.88 5.50 5.99
B2 S F I REREELLE (%)
Interest Expense to Annual Average Savings Balance(%) . 3.91 4.56 4.84 5.56
&8 FSUA S EFIIPGREREELLZE (%)
Operating Interest Revenue to Annual Average Loans Balance(%) S 6.52 742 7.84 8.57
Ability EEEEREE(R)
Fixed Assets Turnover(Times) e 8.2 3.30 3.53 3.83
REERERX)
Total Assets Turnover(Times) i 0.05 0.06 0.06 0.07
BT HIEENAE(FT)
Average Operating Revenue Per Employee(NT$1,000) e 10,255 9,836 10,250 10,461
STHIENEE(FIT)
Average Profit Per Employee(NT$1,000) (201) (2,489) 469 728 74
BEHMER(%)
Return on Total Assets(%) (010) (1:36) 0-29 046 0-24
B ERIETRIRENZR (%)
R Return on Shareholders' Equity(%) sy (26.11) 4.69 757 430
=TUB = = 2
Proﬁt:bimy EEWEIN%@(%) EF|% Operating Income 414 | (48.38) 16.10 23.68 12.30
tio t .
ngﬁafsfjske(%) FRE1#0E Income Before Income Tax 0.40 (52.29) 11.96 18.14 10.02
AR (%)
Profit Margin(%) (2.61) (24.27) 4.76 7.1 6.83
BRYRER(T)BREE
Earnings Per Share(NTD) was adjusted {0:31) (3.94) 0.79 1.19 0.66
RERELLE (%)
Cash Flow Ratio(%) - - 6023 8.22 -
RERE REREELLR(%)
Cash Flows| Cash Flow Adequacy Ratio(%) 571.87 685.98 545.08 188.57 259.52
REBRELLE(%)
Cash Re-investment Ratio(%) ) ) 18.97 148 )
= (Y
E?iﬁt@(ﬁ) 10.49 10.00 9.17 9.03 9.39
|| = SUE LR (Y
FUBBHRABRIBLLE (%) 125 143 154 174 2.15

Ratio of Loan Extension to Related Parties

5 1. DA FEMBERSEEE IS ESE -
2 IR ERERITS - NEREREZETHE -
Note : 1.The five-year financial data given above have been checked and certified by CPAs.
2.The TBB is a financial enterprise to which calculation of extent of leverage is not applicable.

MABIEBZETEWUT - Formulas of above financial analysis are as follows:
1. BAF54EE 1.Financial Structure

() BELEELXR =BG - EERE - (1) Debt ratio=total liabilities/total assets

(2) B BELLR = 1520+ 3HE - (2) Deposits on net worth ratio=deposits/net worth

(3) Fixed assets on net worth ratio=net fixed assets/net worth




() BEEELFPELR=BEEEFE~F
& -
4) RPEZHEEEELR = (REEmSP
B+REIBE) -BEEEESEHE
2. [G1&RE
(1) MENER=REBEE - RIEIE -
(2) MEVEMRBLER = PRIFITRERDEE +
fEiEmENERm FIBEFN -
3. KEERETD
(1) FIEEER = ERAEERER + 3R ERER -
(2) BMEEER = GEEARR + EEUR) + RIEMR
BRER -
(3) NI BSZEAFFIIFRERRALL R = —MRT5
T B2 + FRHIHES -
(4) A BUA S FFIIGRERRRLEER = — RN
A BN +~ BRI EE -
(6) BEEERBR=ERINNFE-BEE

EEIPEE -

(6) REEHBEBXR=EFINANFE-EER

(7) ELHIERINABE=8FINNFE B
THRAEL -

(B ETFI9EMNE=REMEDR - BETH/A
2 .

4. FERgE
(1) EERMR=REIED - FIIEEREE -
(2) IRERIEMBBNZR = RRIEBHE ~ FIIRRE

#5YPEE -

(3) BRI S EUTE AL R = B A% + B
B S -

(4) FRAIAIZE A BB AL R = IR ARl + B
IS -

(5) fEfm ™ =M B HLm + EREUWWANISE -
(6) BIEEF= (MESEF —RFRIRIRF) +
DNEFIIAREN -

5. IRERE
(1) REREBLR=EXFTHFRTMNE A
FEE-

(2) RERENBELEER=RIOLFEEXTE
BPRERE - ROODFEELRZE +IR
EAA)

B)REBRELXR=(BXFHFHRTNE
- RERA) ~ (BEEEETR+REAKR
BE+HMMEE+BEEE) -

6. BEEEAXLER=EBEL -ARITEE
7. MERRARIGLLE = A EBRRAEBREER
BRER ~ RIS HRERER

(4) Long-term capital on fixed assets ratio=(net equity +long-
term liabilities)/net fixed assets

. Solvency

(1) Current ratio=current assets/current liabilities

(2) Current reserve ratio=current assets as prescribed by the
CBC/deposits for which are required to provide current
reserve

. Operating Capability

(1) Loans on deposits ratio =total loans/total deposits

(2) Overdue ratio=(loans overdue +loans on demand)/total
loans

(3) Interest expense on annual average deposits ratio=
interest expense for regular deposits/annual average
deposits

(4) Interest income on annual average loans ratio=interest
income for regular loans/annual average loans

(5) Fixed assets turnover ratio=net operating revenue/net
fixed assets

(6) Total assets turnover ratio=net operating revenue/total
assets

(7) Average operating revenue per employee =net operating
revenue/number of employees

(8) Average profit per employee = after-tax income/ number of
employees

. Profitability

(1) Return on assets = after-tax income/average assets

(2) Return on equity =after-tax income/average net equity

(3) Operating income on paid-in capital ratio=operating
income/paid-in capital

(4) Pre-tax income on paid-in capital ratio= pre-tax
income/paid-in capital

(5) net income ratio = after-tax income/net operating revenue

(6) Earnings per share= (after-tax income — preferred stock
divend) /weighted average number of shares issued

. Cash Flow

(1) Cash flow ratio= net cash flow from operating
activities/current liabilities

(2) Cash flow adequacy ratio=net cash flow from operating
activities for the latest 5 years/(capital expenditures + cash
dividends for the latest 5 years)

(3) Cash reinvestment ratio=(net cash flow from operating
activities —cash dividend)/(total fixed assets+long-term
investments + other assets +working capital)

6. BIS Ratio=capital/risk adjusted assets
7. Ratio of Loan Extension to Related Parts=secured loans to

related parties/total loans
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IV. Supervisors' Report for FY 2002
%t

EFENEMINT —F+_B=+—RHAZEEERXREIZMEZHERR - EEEXHILZREN+—

EZEmRK  IRREDEFHK BEAER ULARUIEHZREFSSIENEFEXERS) REGERE
x®F - DB RERFELBEZAFTERTE - BREERNS » EKBRATEABE_F—TNIRZKRE - BE
R

IR

o

HH

o
=
anl
i 1

&

i

It =

BTN+ ERESE

SEENEERITIRDBIRAT

MBI A - ,% zn{z( ”

B A a,é\,fi’
Miwﬁ

We the undersigned certify that We have examined the balance sheet and contents of major property as of December 31, 2002

FRERENTF=R+—H

To:Our Shareholders

and the related statement of income, cash flows and changes in stockholders' equity which have been certified by KPMG, and
appropriation of loss for the year then ended which have been submitted by the Board of Directors of the Taiwan Business
Bank. We have found the statements in conformity with the Bank's books and accounts, and hereby submit this report in
accordance with the stipulations of Article 219 of the Company Law.

Resident Supervisor: a 3 q‘/{.

J. H Sary
Supervisor: Ml Nﬁ’?\

M C/ March 11, 2003




A Nt+—FEMBEREEMERER

P EFERTIROERATIRBEN+—ERNATEFET_B=+t—HZEESER - EEESZHILEZR
BEN+—FERNTEFEEZEREK REEQEHRRIFEGMAER - FELSSSERESE - CHEIBEER
ZiRBREEEEEIT - A2 EERIRREBEEXERYE CHREBRERRTER

BETERIKEIR— IR AT ER ESZ SN ERXERE SRR BHRERARE W NI TERIIF - LISIEEE
B BREREEEANERE - WESKITFEEUMESINENNBRRMICERIIBESFEZEXE
B MO EIERERREPRERITRAZESTRAIRMEZEASEEET  EFMHBRREBZIRE -F
SEEIEELEER T PRI EREHSIEZIKIE -

WA FEERIRMUEE(PU)1 7Rl » =B/ NEEIRITIRIDBIRADKRERISESHEE T RRFERIERIEENS
BARE(=)=FEE091300005 1SRN TE » iGN +—FEBEETREEER D AFFIHEE - B—RABEFRE
G - EARBEEEELX—XRBY - IREN+—F+RE=t—HEEZEMEERAEERRD
21,846,456(F7T - RO EEEFERL 20,923, 141{F T (EPTEHRFEE923,315(F7T) - REN+—FEZFE
I IEIEIN21,846,456(T TR I #& FIIEEIEIN20,923,14 11T T(E TS #E81923,315(F7T) °

EKABETECER » BRERFTNAREEERZBIEIEMIFZEN » B—RATLEBRFTENMBERNDE
RIKIRESEHITABREHRHERNE-—RABSSIRARE > EURERESEHR/)ERRITRODBER
ARENT—FRNTETBA=1T—"HIZEHERR  EBEIZALCREN+—FERN+FEZEE
PNSREAIREME °

REN+—FEMBRRESSSIRERMEK - T2MREETONZA - TMERASSTERMEE _RATt2E
IEFFUER - KA BB R » EREFBRMRAKIERIRATIC ZRIRE - BRERERBE—RAT
AR BN °

TEREBEFEFESMEBM

15}
EI‘I_I
b
>4

SEARE
25 58 SL5R ¢ (88)BE4B(7V)ER 183115

RBEBA+ZHF B +HAH
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V. Independent Auditors' Report for FY 2002
Independent Auditors’' Report
To The Board of Directors and Shareholders of Taiwan Business Bank, Ltd.:

We have audited the accompanying balance sheets of Taiwan Business Bank, Ltd. as of December 31, 2002 and 2001, and the
related statements of income, changes in stockholders' equity, and cash flows for the years then ended. These financial
statements are the responsibility of the Bank's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

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

As described in Note 4.q, in accordance with Article 15, paragraph 5 of Law of Governing merger of financial Institutions and
SFC Letter Ruling (3) 0913000051, the Bank amortized loss on sale of non-performing loans over 5 years, that in our opinion,
should be recognized currently in order to conform to generally accepted accounting principles. If the loss on sale of non-
performing loans were recognized currently, other assets would be decreased by $21,846,456, undistributed earnings would be
decreased by $20,923,141(including tax effect of $923,315), as of December 31, 2002. Additionally, provisions for allowances
and reserves would be increased by $21,846,456, and net loss would be increased by $20,923,141(including tax effect of
$923,315) respectively, for the year then ended.

In our opinion, except for the effects of not recognizing currently the loss on sale of non-performing loans as discussed in the
preceding paragraph, the financial statements referred to above present fairly, in all material respects, the financial position of
Taiwan Business Bank, Ltd. as of December 31, 2002 and 2001, and the results of its operations and its cash flows for the
years then ended in conformity with the “Regulations Governing the Preparation of Financial Statements for Security Issuers”
and accounting principles generally accepted in the Republic of China.

Taipei, Taiwan, R.O.C.

February 14, 2003 C)

The accompanying financial statements are intended only to present the financial position, results of operation and cash flows
in accordance with the 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.




I N+T—FERBERSRIEGEREE
VI. Financial Statements in FY 2002 and Notes to Financial Statement

BEEER
Balance Sheet

BN : FatsFT
Thousands of NT Dollars

. . N+—FE NEE RIE SEREEER N+—FE NTEE
i RE December 31,2002 | December 31, 2001 AC Liabilities and December 31,2002 | December 31, 2001
e Assels Stockholders'Equity

&% Amount | % | % Amount | % &% Amount | % | &% Amount | %

10 |REHEL)) $46,942,696 | 5 | $42,526,846 | 5 |2105 | FiEEZHEEEEHC)) $7,479,824 | 1 $7,707419 | 1

Cash (Note (IV)1) Bonds sold under repurchase
agreements (Note (1))
M | BRI )IR(T)) | 46,243453 | 5 30,859,919 | 3 | 211- | RIJRROEFEM(HI(T) | 36374968 | 4 20,265,671 | 2
Due from banks (Notes (IV)1 212 | 9R(H))
and (V)) Deposits from the Central
Bank and other banks (Notes
(IV)9 and (V)
12 | FRRIT(HEL()2R(Y)) 38,091,773 | 4 35573551 | 4 | 214- | EEITFUE(MIEE(PD)10)
Deposits with the Central 217 | Payables (Note (IV)10) 18,300,060 | 2 26,660,816 | 3
Bank (Notes (V)2 and (V1))

13 |BEARS-BREREELE 35,077,433 | 4 66,871,799 | 7 | 225 |FEUGE 405,271 562,116
BBOEC)  (Im)BRY) Advances
Marketable securities - less
allowance for market decline
(Notes 2, 4.c and 6)

14- |BRTE-RIBERIRE2E 30,168,945 | 3 26793294 | 3 | 23 |BH ENREAESEH 814,082,547 | 88 | 810,655,090 | 89

17 | (R C)R(TA) (m1R(H)

Receivables - less allowance Deposits, remittances, and
for credit losses (Notes (I1) financial debentures (Notes
and (IV)4) (IV)11 and (V)
125 | FRITFNE 1,235,326 1,221,570 24 | RIRE%HME 41,681
Prepayments Loans from the Central Bank
and other banks
13 |BE  BMRERMA-BREERK | 623,318922 | 67 | 615255642 | 67 | 25 | REASE(MIEE(E)7R(E)12) 11,325,468 | 1 11,070,701 | 1
BBEEC) ~ (Ms5R(R) Long-Term Debt (Notes (IV)7
Foreign currency purchased, and (IV)12)
discounts, and loans - less
allowance for credit losses
(Notes (II), (IV)5 and (V))
14 | REBEREMZEC)R(mS) 3,183,056 4664410 | 1 | 28 |EhEEEC)R(ED)13) 1,136,145 1,115,738
Long-term equity investments Other Liabilities (Notes (I1)
(Notes (Il) and (IV)6) and (IV)13)
15 |EIEEE : (M Z)R(m)7) &(&& 5t Total Liabilities 889,104,283 | 96 | 878,079,232 | 96
Property and premises at cost
(Notes (1) and (IV)7)
FiZACost gD : (FEE(C)R(P)14)
Stockholders' Equity(Notes
(1) and (V)14
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BEBER
Balance Sheet

O»

B0 - FTETT
Thousands of NT Dollars

HE & . N+—FE NHEE R %1%&3%%@5 Nt+—FE NTEE
ecember 31,2002 | December 31, 2001 Liabilties and December 31,2002 | December 31, 2001
e Assets e Stockholders'Equity
&% Amount | % | &% Amount | % &2 Amount | % | £ Amount | %
1501 | Lt 6,438,631 | 1 6441101 | 1 | 31 |RA-BREGI0TNT—F | 381,809,070 | 3 31,809,070 | 3
Land ERNTFEEELHTIIR
3,180,907 A% (FIzE(70)14)
Common stock, par value $10
per share; authorized, issued,
and outstanding 3,180,907,000
shares as of December 31,
2002 and 2001, respectively.
(Note (IV)14)
1521 | BEREE 6,562,228 | 1 6,524,831 | 1 32 | BALE(E()14) 5,022,115 | 1 5,057,120 | 1
Buildings Capital surplus (Note (IV)14)
1531 | IR ER 1R 2,446,615 | - 2,437,721 33 | REER
Machinery Retained earnings (Note (IV)14)
1541 | REREHR R 402,155 | - 396,877 3301 | EEAEPFIEE(T)14) 4229446 | - 11,212,885 | 1
Transportation equipment Legal reserve (Note (IV)14)
1551 | {T1B5R & 668,850 | - 667,532 3302 | HERIDME(PIEE(D)14) - - 3963678 | -
Miscellaneous equipment Special reserve (Note (IV)14)
1591 | FHEEHNR 214,141 - 250,090 331 | RDECEER(HIFE(D)14) (936,915) | - (10,958,309) | (1)
Leasehold improvements Undistributed earnings
(Note (IV)14)
XA SETSubtotal 16,732,620 | 2 16,718,152 | 2 | 341 | RIERBEREH (D) (1,294) | - 875 | -
Cumulative translation
adjustment (Note (1l))
BihIEE 2,407,950 | - 2,420,718 351 | ERREFEE(CO)R(T)14) (1,070,972) | - (1,070972) | -
Revaluation appreciation Treasury stock (Notes (1) and
(IV)14)
W RETTE (4,205838) | - (3,871,587) IR AT 39,051,450 | 4 40,014,347 | 4
Less: Accumulated depreciation Total Stockholders' Equity
1571 | K717 231,39 | - 115,470 BEERIEEREMECORL)
Construction in process Commitments and
contingencies (Notes (II) and
(viD)
1577 | STREHEHE 74012 | - 19,360
Prepayment for equipment
BEEESE 15,240,138 | 2 15,402,113 | 2
Property and premises, net
17 |EBREE 17,320 | - 7,575
Intangible assets
18 |EMEEMEC) » (TBR(Y)| 88635404 | 10 78912,812 | 8
Other assets, net (Notes (1),
(IV)8 and (V1)
196 | ZEEERERSE 1267 | - 4,048
Brokerage accounts, net
BERE $928,155,733 | 100 | $918,093,579 | 100 BERREREDRE $928,155,733 | 100 | $918,093579 | 100
TOTAL ASSETS TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY




S E B o® R
B
Income Statement
BB : FTEMHTIT
Thousands of NT Dollars
N+—FE N+EE
138 "E FY2002 FY2001
AIC Item
&8 Amount % &% Amount %
41-47  EEUUA Operating Revenues
4501 FSUA Interest revenue $ 35,049,255 95 $ 45,566,247 91
4516 FEBUA Commissions and fees 1,077,564 3 914,408 2
4530 BAITHC RSB Securities brokerage and underwriting revenues 159,819 = 142,783 -
4531 EZEZ%F-$ Gain on sale of marketable securities, net 200,403 1 2,570,407 5
4532 REIIMER EFI%5-$%8 Gain on long-term equity investments, net - - 659,183 1
4534 RIBFE Exchange gain 310,510 1 408,819 1
4601 EEEEMRSIA Rental revenue from operating lease 36,583 - 34,523 -
4609 HAEZEI Other revenues 1,583 - 2,421 -
EZE A G5T Total Operating Revenue 36,835,717 100 50,298,791 100
51-57  EZEMZ Operating Costs
5501 FISBHM Interest expenses (18,511,542) (50) (31,717,584) (63)
5516 BB Commissions and fees (202,791) 1) (188,576) -
5530 SBHITCHO R REEEH Securities brokerage and underwriting fees (185,037) (1) (204,015) -
5532 RHIIZER BIB%-5TE Loss on long-term equity investments, net (1,462,991) (4) - -
5535 ZIBIETE Provisions for allowances and reserves (6,714,186) (18) (24,414,802) (49)
5537 IREERE Cash Transmittal fees (108,131) - (99,236) -
5601 EEBEDEEM Operating lease rents (4,796) - (3,656) -
R A A5t Total Operating Costs (27,189,474) (74 (56,627,869)  (112)
60 EEEF(8) Operating Profit (Loss) 9,646,243 26 (6,329,078) (12)
58 E3BH Operating Expenses
581 E£H B Sales expenses (6,906,333) (19) (7,573,769) (15)
582 EI2EM Administrative expense (1,398,215) 3) (1,465,752) (3)
583 ELfth=2 5 Other operating expenses (24,358) - (19,627) -
EEBMAEET Total operating expenses (8,328,906) (22) (9,059,148) (18)
61 EEEFIZR(IER) Operating Income (Loss) 1,317,337 4 (15,388,226) (30)
49 EZENUTA Non-Operating Income 175,671 - 126,400 -
50 5 EA Non-Operating Expenses (1,366,277) @) (1371495  (3)
63 TRBIEAE(HE) Income (loss) before income taxes 126,731 - (16,633,321) (33)
64 FTSH(E M)A (PIEE(Z)R(P8)18) Income tax expense (1,089,761) 3) 4,425,984 9
(benefit) (Notes (I1) and (1V)18)
69  fUI3 Net Loss $ (963,030) @) $ (12207,337)  (24)
N+—HEEFY2002 L+ EEFY2001
A0 R a0 R
Before tax After tax Before tax After tax
9951  EABREER(GE)EM : TaMBT) $ 004 $ (031) $ (537) $ (3.94)
Basic earnings (loss) per share(Unit:NT$ )
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REN+F—-R-R&HE
Balance - January 1, 2001
NNEERBERRIL :
Appropriation of 2000 earnings:
ERYN I
Capitalization of capital surplus
BERBIZE
Capitalization of retained earnings
EELTE Legal reserve
#5BI/A1E Special reserve
S THIF Employee bonus
EEEH
Renumeration to directors and
supervisors
R&57) Cash dividends
BRFRGRABIEFNE
Cash dividends over 5 years old transferred
to capital surplus
T+ EEfENet loss for 2001
SRAERBHEE
Changes in cumulative translation
adjustments
TBEERRZ Acquisition of treasury shares
REA+E+ZB=1T—HHE
Balance - December 31, 2001
NTEEBEES
Appropriation of 2001 earnings:
iWEEFSR/A1E Reversal of special reserve
BRAERESE
Special reserve used to offset losses
EENERESE
Legal reserve used to offset losses
ROETEEREEIIRERR
After-tax gain on disposition of property
and premises transferred to retained
earnings
1B5IAEATE Legal reserve
BRFRERAEIELNE
Cash dividends over 5
years old transferred to capital surplus
T +—EEE Net loss for 2002
REAEREHCEY

$ 29,486,312

1,335,585

987,173

31,809,070

IREREME R
Statements of Changes in Stockholders' Equity

$ 6,391,279  § 10,474,674

(1,335,585 )

1,426

5,057,120

(37,307)

2,302

738,211

11,212,885

(6.994,631)

11,192

$ 3,966,041

$ 3,697,012 $ (2.485)

(987,173)
(738,211)
2,363
(137,989)
(17,248)

(2,363)

(569,726)

(12,207,337)

3,360

3,963,678  (10,958,309) 875

2,485
3,961,193

(2485)
(3.961,193)

6,994,631

37,307

(11,192)

(963,030) -
(2,169)

BEfiT : FTEMS(TIT
Thousands of NT Dollars

$ (510,139) ' §$ 53,502,694

. (137,989)
- (17,248)

- (569,726)

- 1426
- (12,207,337)
- 3,360

(560,833)  (560,833)

(1,070,972) = 40,014,347

- 2,302

- (963,030)
. (2,169)

Changes in cumulative translation
adjustments
REA+—F+ZB=+t—H&#&
Balance - December 31, 2002

$ 31,809,070

$ 5,022,115

§ 4,229,446 $

$ (936,915) $ (1,294)

$ (1070972) § 39,051450
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Statements of Cash Flows

BT« FTEaUSTT
Thousands of NT Dollars

N+—EE N+EE
FY2002 FY2001
BLEE)CIREME - Cash flows from operating activities:
REAMIIE Net loss $ (963,030) $ (12,207,337)
FEERIEE -
Adjustments to reconcile net income to net cash used in operating
activities:
T EE K 1838 Depreciation and amortization 534,497 576,266
ETERHESEIZEE Amortization of employees' compensation 1,338,470 1,337,400
TNE(EREIE#IEE Amortization of loss on non-performing loans 485,638 -
IMEREBIIZ KB B (fn)$%E
Loss (gain) on investment under the equity method, net 1,533,285 (35,648)
BoOBEEEERMNIFEXEEERLE
Loss (gain) on disposition of property and premises, net (33,804 ) 9,703
HRAEM A OY IR AR A UGR
Cash dividends collected under the equity method 8,069 5,749
RO RIRIES EEMFEE
Gain on disposition of long-term equity investments, net - (518,505)
HEYIZIE#ESE Provision for various reserves (4,243) 3,481
123K R IR Provision for allowance for credit losses 6,525,266 24,416,182
WEiEFIREARESSIAERX
Reversal of allowance for market decline of marketable securities (46,777) (671,962)
RISRE AR S E) Changes in cumulative translation adjustments (2,169) 3,360
BEEERSIEZEE) Changes in assets and liabilities
BAZEZ Marketable securities (1,260,765) (4,830,468)
FEUFNIE Receivables (3,498,713) (6,987,485)
FE{IFRIE Prepayments (13,756) (57,110)
fE{IFRIE Payables (8,358,454 ) (8,008,162)
FEUFNIE Advances (156,845) (365,089)
ZETEEB1E-/$%8 Brokerage accounts - debit, net 2,781 (568)
BESES)CIPIEME Net cash used in operating activities (3,910,550) (7,330,193)
BEESCIIEME - Cash flows from investing activities:
BEE - BRIRRIGEREEDN)ED
Decrease (Increase) in foreign currency purchased, discounts, and
loans (8,137,876) 17,886,842
Bo RIRIESEEN
Proceeds from disposition of long-term equity investments - 743,613
RHEBIS IS EIZIN Increase in long-term equity investments (60,000) (1,050,000)
BOEEEERIFEEEEEBN
Proceeds from disposition of property and premises 94,261 3,558
EEEEEE Purchase of property and premises (385,954) (310,208)
FIERITEZEIZ N0 Increase in due from banks (523,282) (11,179,653)
FIEATIEIN Increase in deposits with the Central Bank (1,121,974 ) (3,110,326)
HEEIZN Increase in other assets (17,916,540) (39,124,574)
HAZEEIZIN Increase in intangible assets (14,538) (4,697)
BB R IPIREME Net cash used in investing activities (28,065,903) (36,145,445)
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N+—EE N+EE
FY2002 FY2001
RIEEENCIREME -
Cash flows from financing activities:
RITRBEZEFFUEN
Increase in call loans from and deposits from other banks 16,109,297 4,174,093
ELCIESEERLD
Decrease in bonds sold under repurchase agreements (227,595) (739,174)
=k~ B ERMEZSIEIN
Increase in deposits, remittances, and financial debentures 3,427,457 59,217,558
RITREZEME R
Decrease in loans from the Central Bank and other banks (41,681) (59,947)
HithE{EIZI0(RA)) Increase (decrease) in other liabilities 24,650 (128,686)
RHEAE&EIZNN(EY) Increase (decrease) in long-term debt 254,768 (3,069,480)
Z{IIREREFICash dividends paid - (569,650)
2B THIF Employee bonus - (137,987)
Z{JEELSSEI%S Renumeration to directors and supervisors - (17,248)
BEARNIERY Decrease in capital surplus - 2)
B EE R ZE Purchase of treasury stock - (560,833)
RIESEENZPIRTIM A Net cash provided by financing activities 19,546,896 58,108,644
REAIRE RN EIRE R )IEINE
Net increase (decrease) in cash and cash equivalents (12,429,557) 14,633,006
HAIRE R E IR EREE
Cash and cash equivalents, beginning of the year 102,108,337 87,475,331
HiRIRE M AVEIREEREE Cash and cash equivalents, end of the year $ 89,678,780 $ 102,108,337
REREBEFZHFIBE ¢
Supplemental disclosures of cash flow information:
AREASZ{IFIS Cash paid during the year for Interest $ 27,009,435 $ 36,316,865
REASZIIFTIEFR Cash paid during the year for Income taxes $ 126,642 $ 773,355
IRERHEIRE Cash and cash equivalents
IR Cash $ 46,942,696 $ 42,526,846
31 ER1TE 2% Due from banks 957,713 688,789
Z 1947 Deposits with the Central Bank 12,879,770 11,483,522
N RAEEIZIFERITEZE
Short-term loans to other banks (due within 90 days) 28,880,391 14,289,062
NT+XRAEIEAZ B R EZ Bank acceptances (due within 90 days) 18,210 3,636
N+ RARBIEAZ BZEARZE Commercial paper (due within 90 days) - 33,116,482
$ 89,678,780 $ 102,108,337
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NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2002 and 2001

(Expressed in Thousands of New Taiwan Dollars, Unless
Otherwise Stated)

(I) OVERVIEW

Taiwan Business Bank, Ltd. (the “Bank” ) was formerly a
general savings union and was established in 1915 and known as
the “Taiwan Mutual Financing Bank” or “Tai-Shio Mutual
Financing Bank.” After several mergers and acquisitions, it was
renamed as Taiwan Business Bank, Ltd. to serve as a financier
and provide banking assistance to small- and medium-size
businesses. The Bank's major lines of business are the following:

1. As prescribed by the Banking Law, to provide professional
services tailored for the needs of small- and medium- size
businesses;

2. Trust and securities brokerage businesses as approved by the
relevant authority;

3. International banking business; and

4. Other relevant businesses as authorized by the relevant
authority in-charge.

The Bank's headquarters coordinates corporate-wide operations
and domestic and overseas branches are set up to provide a
variety of banking services. As of December 31, 2002, except for
the headquarters' operation, international, securities, and trust
departments, there are 122 domestic branches, 2 express
banking centers, 1 offshore banking branch, 3 overseas
branches, and 16 locations for securities brokerage.

The Bank became listed on the Taiwan Stock Exchange on
January 3, 1998.

According to the “Statute for Privatization of State Enterprises”
and upon the approval of Taiwan Province Government, shares of
the Bank were released by banks of the provincial government. In
line with privatization of the three major province-run commercial
banks, the Bank completed its own privatization on January 22,
1998.

(Il) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1. Basis of Presentation

The financial statements are comprised of accounts of the
headquarters, domestic and overseas branches, and overseas
representative offices. All inter-office balances and transactions
are eliminated.
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2. Compilation Basis for the Statements of Cash Flows

Statements of cash flows are based upon cash and cash
equivalents. Cash equivalents are defined as short-term
investments readily convertible into known amounts of cash
and will mature with short notice. As a result, interest rate
fluctuations have minimal impact on their values. These
include deposits from banks maturing within three months,
Treasury bills, commercial paper, and bank acceptances.

3. Revenue Recognition

Interest revenue is recognized on accrual basis as
commission revenue, which is included in current earnings.
Should such revenue reflect the recovery of the costs to
provide services to clients continuously or bear the nature of
interest, it will be recognized on corresponding bases over the
relevant period of time.

4. Marketable Securities

Marketable securities are defined to include government and
corporate bonds, short-term notes, foreign securities,
Treasury bills, listed and OTC stocks, and beneficiary
certificates. Marketable securities are carried at cost and are
revalued at the lower of cost or market at the end of every
month. Market prices of listed stocks and beneficiary
certificates of open-end mutual funds are the average closing
prices or their net worth at the end of each month. Market
prices of domestic bonds are the reference prices published
by the R.O.C. Over-The-Counter Stock Exchange Center at
the end of accounting periods, and those of foreign stocks
come from securities houses or market quotes. Short-term
notes and stocks not traded publicly are stated at cost. If
bonds are not acquired at par, premium or discount will be
amortized equally over the remaining outstanding periods.

Upon sale of stocks and beneficiary certificates, gains and
losses are calculated by the moving-average method. For
other securities, gains or losses are computed by the specific
identification method.

Bonds under resale or repurchase agreements are accounted
for by the financing method. Short-term notes under such
agreements are recorded by the purchase-sale method.

5. Loans and Advances

Loans and advances are stated at principals outstanding,
excluding unearned revenue. Interest revenue is recognized
on accrual basis under the interest method.

Interest accrual on loans and advances are suspended as
either of the followings occurs:
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(1) Payment of principal or interest is delinquent for 6 months
and beyond; or

(2) Principals or interest are delinquent within less than 6
months yet are already classified as delinquent loans.

Interest subsequently collected is included in earnings only to
the extent of cash actually received.

. Allowance for Credit Losses and Charge-Offs

Allowance for credit losses represents management's
estimate of probably losses inherent in the portfolio and is
provided by reviewing the year-end balances of account
receivable, interest receivable, foreign currency long
positions, discounts, loans, and delinquent loans, and
collateral. Credit losses are deducted from the allowance, and
subsequent recoveries are added.

Upon approval, the Bank charges off loans and advances of
which principal and interest are delinquent for over 180 days.

. Long-Term Equity Investments

Long-term equity investments are carried at cost. Upon
receiving stock dividends, only the number of incremental
shares is recorded in a memo entry to reflect new cost per
share on that basis.

Investments in common stocks or preferred stocks with voting
rights with less than 20% ownership and with no controlling
interests are stated at cost, except for listed or OTC stocks,
which are valued at the lower of cost or market value. If
impairment in value is other than temporary such that
recovery of carrying amount is deemed unlikely, loss on
investment is recognized currently.

Twenty-to-fifty-percent-owned affiliates with significant
influence are accounted for under the equity method.
Differences between original investment cost and equity net
worth are amortized equally over 5 or 20 years.

According to the Statement of Financial Accounting Standards
( “SFAS” ) No. 7 and rules set forth by the Securities and
Futures Commission ( “SFC” ), investments where
ownership exceeds 50% are not only accounted for under the
equity method but also are required to prepare consolidated
statements. If there is evidence that there is no significant
influence or if total assets and operating revenues of a
subsidiary do not exceed 10% of the Bank's respective
accounts, and if the aggregate assets or operating revenues
of all such subsidiaries do not reach exceed 30% of the
Bank's respective accounts, consolidated statements are not
required.

4



/5

EREEQA A TEETEELRZHEERE -
BIREIRENTPIEFEREE » FHRIREN
EREFEARITHEFRLLARIIE SIS -
HERBIIES ERBEHTIDESTEME -
8.EEEE

BEEEUNERARER - &BEMLAINET
E(HIZE - EXAEH - "ERNEERELRZ
HIIAEEEE : BIERIMEESZE > BIFRE
FEBMA -

BEITE » REUEMAEND RUBEREZSG

SHERFERIZIINE - EEHBHEEMIBERS
DB A ES HEZRERMERERIZSHT

E - EoEEEECEMIIREFEZER -
9EIEE
RE(LBECETERHESKAFTTED

# SEIKIEERE
IMEKAFFII D -

CREREBES

10. A Z &R R

REZRRBREBABEAEERRZER
mRZRGFYARBER » (EZERZEA
ZEEBL  BERFEEEHEMZERIIRBR
IRIESS - EEDRFUWBWmERIESR - HEEE3
REHREM -

MIREETER

RITKEUIRERIE ~ BNARERRCDE
TREEZEBNERERMESREIREFESE
ANREEZRZPEIEDZ—IBIIRETE
iE > BRREBEETERTRBERYEEE
FTIBIEERD - R UEASIERETBEIN
AR REERIR -

12, 2NMEKR %R

FRIEIRIESCEESR » MKIRBIENAER63.10.29(63)
BERIIEEE16677IRNRE - FRINESIEMCE
BB ERZtEEEEESTE

WACBDZ Z1EY - LIEZERARIELEEZ
FEEERERESEIRERZA -

10.

O»

If the fiscal year of an investee differs from that of the Bank,
gain or loss on investments are recognized based upon the
equivalent ownership after the investee closes the books.

Upon sale, costs of long-term equity investments are
calculated by the moving-average method.

. Property and Premises

Property and premises are stated at cost plus revaluation
appreciation, if any. Major renovations, additions, and
improvements are capitalized, and repairs and maintenance
are charged to current earnings.

Depreciation is provided by the straight-line method over the
estimated useful lives. Revaluation appreciation is
depreciated over the remaining useful lives from the date of
revaluation. Gain or loss on property and premises
disposition is included in current earnings.

. Deferred Charges

Employee compensations due to privatization are amortized
over five years. In addition, utilities expenses, including
power usage, water, as well as security fees, are amortized
equally over 5 years.

Collateral

Collaterals received are stated at the net realizable value;
e., the amount the Bank receives when creditors cannot
meet obligations and the collaterals and salvages are
auctioned off. Any discrepancy from the initial claim will be
reflected as credit loss. Gains or losses on disposition are
included in current earnings.

. Reserve for Guarantees

The Bank provides 1% of the total balance of outstanding
guarantees, acceptances due from customers, and L/C
receivables less customer guaranty deposited as reserve
for guarantees. The excess of year-end balance of reserve
for guarantees over the beginning balance cannot exceed
total commissions collected during the period.

. Reserve for Accidental Losses

According to Letter Ruling No.16677 issued by the Ministry
of Finance ( “MOF” ) dated October 29, 1974, the Bank
provides 2% of securities brokerage commissions on a
monthly basis as the reserve for loss on erroneous
bookkeeping on trading securities.
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13.

14.

15.

16.

Reserve for Default Losses

In compliance with regulations governing security houses,
the Bank provides on a monthly basis default indemnity
reserve of 0.0028% of securities brokerage commissions
until balance of the reserve reaches $200,000. Such
reserve may only be used to cover default losses from
securities brokerage or otherwise upon SFC approval.

Reserve for Trading Losses

Per regulations governing security houses, the Bank
provides 10% of the net gains on proprietary trading of
securities as reserve for trading losses until the balance
reaches $200,000. The reserve may only be used to offset
trading losses in the months when they incur.

Treasury Stock

The Bank adopted SFAS No. 30 “Accounting for Treasury
Stock” to account for its repurchase of outstanding shares,
which are carried at cost. Upon disposition, the excess of
sales price over book value is reflected as  “capital surplus-
treasury stock.” Should sales price be lower than the book
value, the difference is charged against capital surplus from
treasury stock in the same category, and any deficit is
debited to retained earnings. The book value of treasury
stock is separately computed by reasons of purchase and
the weighted-average method is adopted.

Upon retirement, “capital surplus-premium on stock
issuance and capital stock” shall be debited on a pro rata
basis. If the book value exceeds premium on stock issuance
and capital stock, the difference will offset “capital surplus-
treasury stock” in the same category, and any deficit is
charged against retained earnings. If the book value is
lower than the sum of capital stock and premium on stock
issuance, the difference is credited to “capital surplus-
treasury stock” in the same category.

Pension Plan

According to SFC Letter Ruling No.(1995)(6)00142 and
Letter Ruling No. (1995)(6)01985, the Bank adopted SFAS
No.18 “Accounting for Pensions” from June 30, 1996
onwards, obtained pension actuarial report with June 30 as
the measurement date, and made all necessary disclosures
on the balance sheet date. Effective July 1, 1996, the Bank
appropriated pension expenses and amortized
unrecognized net transitional benefit obligations equally
over 15 years per SFAS requirements. Pension liability
referred to above was paid in full by employee
compensation fund upon the Bank's privatization.
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After privatization, the Bank adopted a new pension plan
and reassessed pension liabilities accordingly. Effective
January 1, 1999, the Bank switched to calendar year and
used December 31 as the measurement date for actuarial
and disclosure purposes. Further, per SFAS No.18,
appropriation of pension expenses began from January 1,
1999.

Income Taxes

The Bank adopted SFAS No. 22 “Accounting for Income
Tax” to make inter- and intra- period income tax allocation.
Income tax effects from taxable temporary differences are
reported as deferred tax liabilities, and deductible temporary
differences, prior years' loss carryforwards, and investment
tax credits are reflected as deferred tax assets. Deferred tax
assets are recognized subject to management's judgment
that realization is more likely than not. Deferred income tax
assets and liabilities are classified as current or non-current
by the nature of underlying assets and liabilities and
expected reversal time horizon. Adjustments to prior year's
income tax expenses are reflected as current income tax
expense.

The 10% surtax on undistributed earnings is reported as
current expense on the date of the annual stockholder's
meeting declaring the distribution of earnings.

Earnings per Share (EPS)

Earnings per share (EPS) is calculated by dividing after-tax
income by the weighted-average number of shares
outstanding in each period. In the capitalization of retained
earnings, capital surplus, or employee bonus, number of
shares outstanding is retroactively adjusted on a pro rata
basis, regardless of the outstanding period of incremental
shares.

Foreign Currency Translations

Foreign currency transactions are recorded in functional
currencies. Foreign-denominated income statement
accounts of domestic offices are converted by the prevailing
rates as transactions occur; those of overseas offices are
converted into local currencies and later into New Taiwan
dollars on the balance sheet date by the spot rate. Non-
forward contract foreign-denominated assets and liabilities
of domestic offices are translated into New Taiwan dollars at
the end of each month at the rate announced by Central
Bank of China. Assets and liabilities of overseas offices not
denominated in local currencies are first translated into local
currencies then into New Taiwan dollars at the rate
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E{FRSAER - FELIRZZ BRI EHY
RIS S ZER R ROERIE R BUAS
BRZHRIER -

announced by the Central Bank. Realized or unrealized
exchange gains or losses are reported as current exchange
gain or loss. Retained earnings of overseas branches are
translated by historical rate, with exchange differences
reflected as part of cumulative translation adjustments under
stockholders' equity.

20. Financial Derivatives
(1) Foreign Exchange Forward Contracts

Foreign-denominated asset and liability of trading foreign
exchange forward contracts are recorded by the forward
rate on the contract date. Upon settlement, discrepancies
from the prevailing rates then are reported as exchange
gains or losses. Positions unsettled on the balance sheet
date are adjusted by the forward exchange rate for the
remaining contract period, with differences reported as

current exchange gain or loss.

Accounts receivables and payables due to forward
contracts offset one another on the balance sheet date
with the balance reflected as an asset or a liability.

When non-delivery forward contract mature, no principals
are paid and differences between the spot and contract

rate will reflect as exchange gain or loss.
(2) Interest Swaps

Since there is no physical transfer of notional principals
for trading interest swaps, only memo entries are made on
the contract date. Interest revenue and expense of
hedged items are adjusted by differences in interest for
non-trading interest swaps.

(3) Cross Currency Swaps

Principals of hedging cross currency swaps are stated by
the forward exchange rate at the contract date with
discount or premium amortized over contract terms.
Interest receivables or payables, calculated by the
difference between contract and settlement rates in
accordance with contract terms, will be classified as
adjustments to the income or expense of the hedged
items.

(4) Currency Swaps

Currency swaps for hedging purposes are recorded at the
spot rate on the contract date when principals are
exchanged. Differences in receivables and payables are
reflected separately each month as exchange gain or

/8
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(3)IFE 1T loss. Currency swaps are adjusted by the spot rate at
year-end, with exchange differences included in current
JERR S ERYZBERFIEH » EAXS earnings. Receivables and payables resulting from
=R IUETH) F S HAE R AME » WSt currency swaps offset one another and any differences
are reflected as assets and liabilities.
RERGHEABF19#83E - HARED
Az EST SR EINITZELR » 193 (5) Asset-Backed Swaps
RHSEIRIREINA B HEIRE - Convertible bonds are the underlying assets of non-
trading asset-backed swaps. The Bank swaps fixed
(4)REE interest rates and differences in redeeming value of the
SRR S = R TE 5 R R 2 KRR bonds for floating rates with counter-parties. Interest

computed by floating rates is reported as interest

ZEMEBAERERAR » WERZEES revente.

T BESHRSBAES QWM EEE

Rz AR ERI &K F AR R imE A -

B EEaEEEHaEE 2 EIEAE Should losses from commitments and contingencies be
KRPLUEE  EEETEL - O R deemed highly likely and the amount can be reasonably
SIFsE AR - MREESKIATE L Z BN the nature of commitments and contingencies is disclosed
REMRIERREEEEFERHOR/E in the notes to financial statements.

B HERYIREENEE -

21. Significant Commitments and Contingencies

estimated, such loss is recognized currently; otherwise only

(lll) REASONS AND EFFECT OF ACCOUNTING CHANGES:
None.

(5) BERB

FLURZRERNCBERIBRZHRIUE
—REBSREN > RERESREBHAE
DEEEBEENRREEHEOES
HX SR AP TIS SRR (FAZ IR »
W AR TS F BV A R AT B 27 2R
RFUA -

21 ERNEEIE

AT FGERENESEE » aHEBEIENZT
BEE X - BIEAEREITFEMETSE > RIE
TONEIBREEE - SHIBREIRERES
HASIREETERREER - BIREIFE®ERA
BEHITE -

(S BEEBERRARE - #& -
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(IV) SUMMARY OF MAJOR ACCOUNTS
1IRERFIERITER

1.Cash and Due from Banks

N+—FE N+HE
December 31,2002 December 31,2001
IR Cash:
5SS R EIES Revolving fund $ 7,361,141 $ 6,691,020
[ES73 5} Foreign currency held 788,501 693,216
FAZIBZNE Checks awaiting clearning 3,858,054 3,724,472
B ATEHITFEE Negotiable certificates of time deposits 34,935,000 31,418,138
46,942,696 42,526,846
ZIER1T[E% Due from banks:
Z1ER1T[E% Due from banks 957,713 688,789
#FIER1T[E)ZE Call loans to banks 45,285,740 30,171,130
46,243,453 30,859,919
&ET Total $ 93,186,149 $ 73,386,765
PREIES ]
2.Deposits with the Central Bank
N+—%EK N+EE
December 31,2002 December 31,2001
315217 Deposits with the Central Bank $ 38,091,773 $ 35,573,551
FHIEFEERER Trust fund reserve 50,000 50,000
RRELERERER &5
Securities deposited as trust fund reserve (50,000) (50,000)
&&t Total $ 38,091,773 $ 35,573,551

BENT—EFEERNTEE  DITKERITER
FRRIRITERERFTRARRITZERERE
F#37,943,3011F 7T/ 35,058,289 7T - HH
D hIE1525,069,107(F TR 23,938,152(FTTHK
MEIFRBRRAREFERER - TSR -

BNTNE+ZREKEERSZ SRKIES
MREMBEEEE R ABEREXIA] 18
EABERERE > SENT—FEERNTE
K AIEDRIIEGEIRARIRITS, 576(F TR
363,385 7T  IKIRESEIA °

SEEN T ETERNTEE » RTRIERE
E3Bx ~ BRRAERIEG D BIAS 142,8961F TR
151,8771F7T » KIRENSHAE -

As of December 31, 2002 and 2001, according to the Banking
Law and the Central Bank Law, required reserve deposited by
the Bank with the Central Bank amounted to $37,943,301 and
$35,058,289, respectively, of which $25,069,107 and
$23,938,152 may only be used to adjust required reserve.

Effective December 2000, according to the amended “Rules
Governing Adjustments to and Review of Deposits in Financial
Institutions and Reserve for Other Liabilities” , additional
required reserve of foreign currency deposits was provided. As
of December 31, 2002 and 2001, required reserve at the Central
Bank amounted to $5,576 and $363,385, respectively, and its
use is unrestricted.

As of December 31, 2002 and 2001, deposits collected on behalf
of the armed forces, prisons, and other national deposits
amounted to $142,896 and $151,877, respectively, and its use is
restricted.

80
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BIOIRATFE-BZHHKFRIRITHNEFR
E - KIBERRRREEXIIRE - BRATT
PE TR Gt — TTEERBREREER
BEERNEEES X5 - KEFEFEHF =11
R R ERGFERERE  MEENT—FE
RATHFE » XIPEKIAIRERFS50,000F7T2
BEESEREEESER -

Effective January 20, 2001, according to the Central Bank of
China, the Bank complies with Clause 34 of the Trust Law to treat
discretionary trust of investment in overseas marketable
securities as default loss reserve. As of December 31, 2002 and
2001, the Bank deposited marketable securities of $50,000 in lieu
of trust fund reserve.

3. EAEZPRE
3. Marketable Securities, Net

N+—FE N+HE
December 31,2002 December 31,2001

E  EERZmEE

Stocks, bonds and beneficiary certificates $ 35,314,243 $ 25,826,536
BIZEAZE Commercial paper 9,873 33,349,013
$R17A I MEZE Bank acceptances 20,189 10,229
EEESRE

Bonds purchased under resale agreements - 8,000,000
WL EHEER(E LK Less: Allowance for market decline (266,872) (313,979)
7P%E Net $ 35,077,433 $ 66,871,799

NT—FERNTEEREARZSERIFREL
BINMEREBEBRTREBEEEERIMIBESR
REEZZEREDHIZ1,323,500FTR
1,491,9001F7T °

4 fEUNERIE

4. Receivables

As of December 31, 2002 and 2001, marketable securities,
provided as operational guaranty for provisional seizure by the
court and deposited with Bank of Taiwan and OTC Exchange
Center, amounted to $1,323,500 and $1,491,900, respectively.

N+—FK
December 31,2002

N+FE
December 31,2001

FEURFIR Interest receivable

BN Z=FR Bank acceptances receivable
fEUIR#E Revenue receivable

FEURBRER Accounts receivable

FEWBGEEFRFN Income tax refund receivable
FEBLREERR — A1

Forward contract receivable - foreign currency
FEATHB ASREERR

Foreign exchange forward contract payable
HHFEULFR Other receivables

Subtotal

B : {EIESRIR Less: Allowance for credit losses

JPEE Net

$ 3,515,949

$ 4,703,241

2,662,700 2,052,068
64,375 56,584
8,595,560 783,377
548,548 645,589
4,423,455 4,290,450
(4,365,713) (4,257,194)
15,087,486 18,759,533
30,532,360 27,033,648
(363,415) (240,354)

$ 30,168,945

$ 26,793,294




o EoBom R
5.5[E - IR IER
5. Foreign Currency Purchased, Discounts, and Loans
N+—FE N+FE
December 31,2002 December 31,2001
E ALE Foreign currency long positions $ 52,593 $ 34,903
JEL[REE Foreign currency for imports/exports 1,509,935 1,425,715
8518 Discounts 2,644,295 2,884,999
3%z Overdrafts 2,099,054 1,858,278
YE{RiESZ Secured overdrafts 2,111,709 2,470,208
THAMGX Short-term unsecured loans 106,393,144 85,572,371
ZHAYERINER Short-term secured loans 68,253,094 82,836,975
fEUNGEZSRIE FX Receivables from securities lending 868,550 770,947
FREBRER Medium-term unsecured loans 124,476,784 96,224,153
FRHERE R ER Medium-term secured loans 80,681,415 90,011,996
FRHEAMGR Long-term unsecured loans 27,566,793 37,622,695
RHEBERIGR Long-term secured loans 208,451,522 215,258,050
B : KRR Less: Allowance for credit losses (1,789,966) (1,715,648)
7PEE Net $ 623,318,922 $ 615,255,642
6. REAIEIRE
6. Long-Term Equity Investments
N+—FE N+FE
December 31,2002 December 31,2001
e m | BE% & ®m | BBE%
Book Value | Ownership% Book Value | Ownership%
1ZAEZDEFHE Under the equity method i i
S IREATIER () AT 1 1
— [RIAI E N Z~69,0001F 7T $ 81,955 i 30.00 $ 131,615 i 30.00
Union Real-Estate Management Corp. | |
(Original investment of $69,000) i i
BIESIREETER)RT | |
— FIREM AN +—EEEK171,0004F7T : 1 1
T+ E120,0001F7T 188,779 i 50.00 122,876 i 40.00
Barits Securities Investment & Trust Co., Ltd. } l
(Original investment of $170,000 i i
and $120,000, respectively, as of December } }
31, 2002 and 2001) i i
FHRESTRI(AR) AT | |
— [RIBIRERNZS1,493,248(F 7T = | - 1,507,319 | 24.88
Central Bills Finance Corp. i i
(Original investment of $1,493,248) | |
ERRBREAG)AT
— [RIRIRERIAS2,0001F7T | |
Taiwan Business Bank Insurance Agency Co., i i
Ltd.(original investment of $2,000) 2,722 | 100.00 - -
)\&t Subtotal 273,456 | 1,761,810 |
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HEt Total

$

- _ .
3,183,056 |

$ 4,664,410 1
= ——————

N+—FE N+HFE
December 31,2002 December 31,2001
I T
T = | £ &% £ % | 5 2%
BookValue | Ownership% BookValue | Ownership%
B AREMEIR AR E i i
Under the lower of cost or market method : !
/28] Listed stocks : !
RS SERl(I%) A S | |
— FRE L HEER743,798(F 7T = - 261,017 | 265
Chung-Hsing Bills Finance Corp. 1 |
(Market value of $743,798 as of December 31, 2001) i i
JREERUE () AT | |
(R IRZRIERS (X)) R E)) | |
—FEIBN+—EE878,2611F7T 261,017 | 0.49 - -
Mega Holdings } |
(originally Chiao Tung Financial Holding) } :
(Market value of $878,261 as of December 31, 2002) i i
BRI T — BN+ —EE334F 5T ! !
i NHEFE31FT 14 | - 14 | -
Bank of Kaohsiung (Market value of $33 and $31, | |
respectively, as of December 31, 2002 and 2001) : |
/\Et Subtotal 261,031 } 261,031 }
| |
1ZRNASAFRE Under the cost method i i
>R M2 F] Unlisted equity securities : |
Bi#ETI(I%)/A & Taiwan Power Company 11,427 i = 11,427 i -
BESEERIT(B)/A 3 United Taiwan Bank S.A. 125,921 | 10.00 125,921 | 10.00
BiEHEZE (I%)/2 3 Taiwan Sugar Corporation 61,364 | 0.30 61,364 | 0.30
EG N EEFHEER)AT : |
Sunysino Development Associated Inc. 24,305 } 3.96 24,305 } 3.96
SEBHTEEEREAT i
Taiwan Small & Medium Enterprises Devel. Co. 29,000 ! 4.84 29,000 ! 4.84
BIL AN ERHE(B%)/2 ) Taipei Forex Incorporation 7,000 | 3.53 7,000 ! 3.53
HEHERA () AT 1 1
Financial Information Service Co., Ltd. 45,500 1 1.14 45,500 | 1.14
B EREIS E (1) R S i |
CDIB and Partners Investment Co., Ltd. 500,000 | 4.95 500,000 ! 4.95
SEAEE ()28 Everlight Investment Co., Ltd. 254,040 | 17.39 254,040 | 17.39
BEBERBH(R)AT 1 1
Taiwan Stock Exchange Corp. 198,012 1 0.95 198,012 : 0.95
SREASEAT i |
Eastern Broadband Telecom Co., Ltd. 300,000 | 0.46 300,000 } 0.46
BEIERZA(IR)A T | |
Taiwan Futures Exchange Co., Ltd. 20,000 | 1.00 20,000 | 1.00
EERBHR\REREI AT 3
Koyon Capital Corporation 15,000 } 5.00 15,000 } 5.00
BEEHEESIEIR)RAT | |
Taiwan Asset Management Corp. 1,000,000 | 5.68 1,000,000 | 5.68
SESHNEERFEIY)AT 1 1
Taiwan Finance Asset Service Corp. 50,000 1 2.94 50,000 : 2.94
84738182 (B%)/2 3 Financial E-Solution Co., Ltd. 7,000 i 5.83 - i -
AHRESTREL(IZ) S | |
Central Bills Finance Corp. - 0.01 - -
\Et Sub-total 2,648,569 | 2,641,569 |




FOREBN+—FEEBIESREETER)
NEUREIIRERF2,320(F5T » ZRAL+—5F/N\
B+ HEM AR E RIS IR BB IE SN
BIEFE(R) A SRE10% » £&E51,000F 7T >
KREM A EIAEPEZERE16,968(T7T » KA
194 -

STIREENTFEBEBRESZ2ESER) AT
IRBIIRE AR F]5,7491F 7T °

BN\ HN\FERERRESTR(IR) QDB NA
1,493,248(F7T - REMAHRIEFEEEE
619,233(F7T » IR+ EFIFHEH - EPRESS
ER(IR)ATRNT—FNB T HRERER
BRFBRE  HRENTHEIREFEZEST
BRFIEBN G - RN+ —FENBEASHRE
IR BUBIIRERX - ZRRESFEHER)R
RN T—F+ AT H/NHIBE » RITRKK
RARLEBIEEES - BUFARLEAIRE230.0062% » T
FRNZAAFHME - VR REBERDRIE
BMFUZBEBREEX - EHIREEER

= o
-

FOEBREIHESBEFTEIR)NT > HRIRE
BEREEHEERER]) » I TFEEESZEUX
MIREERX - FEIREEERS -

FIORBIRE R TIEE SN EXERE IR
RRBEMARIIRBE(BR)Nm(BERENE
HEAESEEEMBE) c REENT—FER
N+FEDRIFIRAT

In 2002, the Bank collected cash dividends of $2,320 from Barits
Securities Investment & Trust Co., Ltd. On August 20, 2002, the
MOF approved the increase in investment of 10% ownership in
Barits Securities Investment & Trust Co., Ltd. Investment
amounted to $51,000. The difference between cost and equity
net worth was $16,968 and amortized equally over 5 years.

In 2001, the Bank collected cash dividends of $5,749 from Union
Real-Estate Management Corp.

In 1999, the Bank invested $1,493,248 in Central Bills Finance
Co., Ltd. Difference of $619,233 between cost and equity net
worth is amortized evenly over 20 years. On September 27,
2002, the shareholders of Central Bills Finance Co., Ltd. resolved
to decrease capital. The difference between cost and equity net
worth was deemed to have no future economic benefit.
Therefore, on September 30, 2002, all unamortized difference
was transferred to investment loss. On December 26, 2002,
Central Bills Finance Co., Ltd. increased capital but the Bank did
not subscribe to the new shares and therefore the Company's
ownership in the investee decreased to 0.0062%. The Bank now
accounts for this investee under the cost method. The
investment was written off and its book value is $0.

Impairment of investment in Taiwan Motor Transport Co., Ltd.
was deemed other than temporary. In 2001, the Bank has
recognized loss on investment and written off all investment
therein. Its book value is therefore $0.

As of December 31, 2002 and 2001, gain (loss) on long-term
investments recognized under the equity method based on
audited financial statements is as follows: (Gain on investments
includes the amortization of the difference between cost and
equity net worth.)

BIRENTZE N+—%E N+EFE
Investee Company 2002 2001
It S R ERIE D BRA T
Union Real-Estate Management Corp. $ (43,911) $ 16,247
Bl IREEFRDBRAT
Barits Securities Investment & Trust Co., Ltd 17,223 6,962
R E 25 TRIRIDERAT
Central Bills Finance Corp. (1,507,319) 12,539
SERENIEARDERAT
Taiwan Business Bank Insurance Agency Co., Ltd. 722 -
HET Total $ (1,533,285) $ 35,748

384
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7. Property and Premises
BEXA %S BEIgE =1
Item Cost Revaluation Total

Appreciation

N+—%EK December31,2002

FYZA Cost:
1ih Land $ 6,438,631 $ 2,376,915 $ 8,815,546
BEREZ Buildings 6,562,228 31,035 6,593,263
HIMES & Machinery 2,446,615 - 2.446,615
@R EEER E Transportation equipment 402,155 - 402,155
{18521 Miscellaneous equipment 668,850 - 668,850
TAEEMNE Leasehold improvements 214,141 - 214,141
<5 T #2 Construction in process 231,394 - 231,394
5IEBHY+ Prepayment for equipment 74,012 - 74,012
$ 17,038,026 $ 2,407,950 19,445,976
SETHTE Accumulated Depreciation:
EEREE Buildings $ 1,187,437 $ 16,617 1,204,054
#4218 Machinery 2,045,427 . 2,045,427
3B EER fE Transportation equipment 301,260 - 301,260
{11821 Miscellaneous equipment 533,560 - 533,560
THEREMWNE Leasehold improvements 121,537 - 121,537
$ 4,189,221 $ 16,617 4,205,838
7B%E Net $ 15,240,138
N+ December 31, 2001
%4 Cost:
1 i#h Land $ 6,441,101 $ 2,389,110 $ 8,830,211
EEREE Buildings 6,524,831 31,608 6,556,439
HmEL fls Machinery 2,437,721 - 2,437,721
B EER# Transportation equipment 396,877 - 396,877
{1185% & Miscellaneous equipment 667,532 - 667,532
THEERMNE Leasehold improvements 250,090 - 250,090
K521 #2 Construction in process 115,470 - 115,470
EIfEYE Prepayment for equipment 19,360 - 19,360
$ 16,852,982 $ 2,420,718 19,273,700
SET4E Accumulated Depreciation:
EEREE Buildings $ 1,045,919 §$ 16,617 1,062,536
HmEL fls Machinery 1,903,216 - 1,903,216
BB E Transportation equipment 275,963 - 275,963
{T185%{& Miscellaneous equipment 499,058 - 499,058
THEEMWME Leasehold improvements 130,814 - 130,814
$ 3,854,970 $ 16,617 3,871,587
7FEE Net $ 15,402,113

1) RTBRERE/N+IOEB=+H - t+HFEt8—H - E+hEFtB8—8 - N\+—8FtHA—8 - \+tARFtE—HRNT/EFOA+RIKER N&fsxE
EEGEPE) SN M FISIERG) ) PHEFERRBIEN T EHE -

) BENT+T—HFE > TithREEREBESHIBERFEEBUERXBEISONBACEE - IRSIHMEZE)S3,687,452(F7T - THIIBER#ER731,985,688(F7T
(HRIVREASIE) - EGIBESERIIBDESILIE -

@) BENT—EERNTHFERE » DOZEEREE (BREKRIIAMEECIFEXEE) WHIERIRSE - EFRTEHIESBES - BEEEIRRREEEE DB
79 6,653,871/F7T/K27,035,1301F7T °

(1) Land and buildings were revalued on June 30, 1975, July 1, 1981, 1990, 1992, 1996 and April 10, 1997 according to the “Land Right Equalization Act”
or “Profit Seeking Enterprise Asset Revaluation Act.”

(2) As of December 31, 2002, property and premise revaluation appreciation (including rental assets under operating lease and reflected as other assets)
amounted to $3,687,452. Reserve for land appreciation tax of $1,985,688 is reflected as long-term debt, and the net amount is included in capital
surplus.

(3) As of December 31, 2002 and 2001, insurance coverage for property and premises amounted to $6,653,871 and $7,035,130, respectively. The Bank did
not provide buildings (including other assets reflected as non-operating assets) as guarantee, collateral, or pledge.




8.Hith&E
8. Other Assets

N+—FE N+FE

December 31, 2002 December 31, 2001
fEEUSFRIE Accounts past due $ 67,438,586 $ 74,497,768
B EIERIR Less: Allowance for credit losses (10,153,921) (7,625,987)
fEEURFR/FEE Subtotal 57,284,665 66,871,781
BZYE{RAM Collateral received 2,617,362 2,640,138
W8 ISR IR Less: Allowance for credit losses (13,899) (5,827)
B IEIRARI/FEE Subtotal 2,603,463 2,634,311
FHfR:EE Refundable deposits 1,208,267 1,422,764
JE JEERS(MYEEPY.16%P0.17) Deferred charges (Note 4.p and 4.q) 21,881,045 1,342,579
IEIEFTSIREE — SFMEN(FUEEPY. 18) 4,063,961 4,990,512
Deferred tax assets - non-current (Note 4.r)
FFE B EPRA(MIEEFD.7) Non-operating assets, net (Note 4.g) 1,458,537 1,497,346
E5HTEHATS B8 Pledged certificates of time deposits 69,560 70,014
YR 1F 1588 IRIE Customer advance and accounts awaiting clearance - 27,022
BEREBERIEFEEEE Operating guaranty and settlement funds 65,906 56,483
BET Total $ 88,635,404 $ 78,912,812

FHEEREERBEHESBEERER LI - BEREE - EBMT :

Non-operating assets consist of land or buildings, for rent or idle. Details are as follows:

N+—%EK N+FE
December 31,2002 December 31,2001

F%ZA Cost:

it Land $ 56,157 $ 57,783

BEMNZEZE Buildings 176,910 205,871
/]\ET Subtotal 233,067 263,654
E418{E Revaluation appreciation:

1L H#b Land 1,277,824 1,292,222

BEREZE Buildings 1,678 1,678
/J\Et Subtotal 1,279,502 1,293,900
AR EGIZ{E Cost plus revaluation appreciation 1,512,569 1,557,554
X : RETHTE Less: Accumulated depreciation (54,032) (60,208)
Y$%E Net $ 1,458,537 $ 1,497,346

BHENT—FERNTEE - it i#i951109,606 As of December 31, 2002 and 2001, $109,606's worth of the

e s N land referred to above was unlawfully occupied, and the
FrlEs - BRIEEHEEA ARERBNTLUZ awitiy oecup
Bank has demanded the occupying party to rent, purchase,

B - or bid for this property.
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9. RITRERITEIZEFR
9. Deposits from the Central Bank and Other Banks

S243755X Central Bank deposits

$R1JE 2757k Deposits from other banks
$R1TEZEHFIN Call loans from banks
#Ez8R1T[E1%E Bank overdrafts

& &t Total

10.fFEITRRIE

10. Payables

N+HE
December 31,2001
$ 228,062 $ 145,105
681,147 631,160
34,066,855 18,187,764
1,398,904 1,301,642
$ 36,374,968 $ 20,265,671

N+EHE
December 31,2001

FE{IF) R Interest payable $ 3,691,475 $ 12,189,369
FE{IIRFR Accounts payable 3,937,839 3,741,240
A FEZE Bank acceptances 2,409,657 1,831,782
FE{J & Accrued expenses 1,287,711 1,487,185
FE(IXULER Proceeds collected on behalf of others 648,627 689,210
1R BERR — S HE Forward contract payables - foreign currency 2,890,765 5,512,787
FEUSHHES 3R BESR Foreign exchange forward contract receivables (2,773,419) (5,227,019)
EAhE{IFX Other payables 6,207,405 6,436,262
&Et Total $ 18,300,060 $ 26,660,816
1.5~ ERREZAIES
11. Deposits, Remittances and Financial Debentures
N+FE
- December 31,2001
& 75X Savings deposits $ 379,876,109 $ 363,835,884
TEHATZFR Time deposits 283,450,420 291,549,210
SEEATSER Demand deposits 96,734,368 85,742,212
SZ2ZE73#X Checking deposits 22,072,225 18,021,363
PEFX Remittances 14,210,425 17,383,721
FR1E2F Financial debentures 17,739,000 34,122,700
& 5t Total $ 814,082,547 $ 810,655,090
12. RSB
12. Long-Term Debt

BAEREE Funds appropriated for loans

T HIIZ{BETR¥EfE Reserve for land value appreciation tax
FEEHEREEE Accrued pension liabilities

A&t Total

N+FE
December 31,2001
$ 9,027,092 $ 8,662,291
1,985,688 1,994,435
312,688 413,975
$ 11,325,468 $ 11,070,701




13.HiE&E

13. Other Liabilities

N+—FE NTFE

December 31,2002 December 31,2001
R:BE TR Reserve for guarantees $ 208,803 $ 219,832
BB EHBEE Reserve for trading loss 170 170
BHYIBIHENR Reserve for default loss 37,553 33,934
=V E5#(E Reserve for accidental loss 7,153 4,783
FAREE Guarantee deposit-in 876,817 820,824
BN G IEIRIE Temporary collection and account awaiting clearance 5,649 36,195
SEt Total $ 1,136,145 $ 1,115,738

14 IXERIEm
14. Stockholders' Equity
(s

(1) Increase in Capital

FIRERBN+TFRB+/N\HRREEEZREBIEEELSNTE,335,585(F TTRIXERAZF987,172.661F7T >
B512,322,757 66(TTIBIBE 82 1THN - BB ERFEHBEGESBEREEIEEEERNTE/ BT
T EHERERRER -

IBEREEARREN+TF/\ROA  EREENTFENRTNBERXRTEEER -

It was resolved in the Stockholders' Meeting on May 18, 2001 to appropriate capital surplus of $1,335,585, dividends of
$987,172.66, totaling $2,322,757.66 for capital increase and issuance of new shares. The capital increase was
approved by the SFC on June 27, 2001. The measurement date of capital increase is August 4, 2001, and registration
change was completed on September 19, 2001.

QEDXRIE
(2) Capital Surplus

N+—FE N+FE

December 31,2002 December 31,2001
%A@ {E Additional paid-in capital $ 3,359,985 $ 3,359,985
BoEERBERE
Gain on disposition of properties transferred to capital surplus - 37,307
THNIEE{HIE{E Land revaluation appreciation 1,574,819 1,574,819
INEMEEELISE Depreciable assets revaluation appreciation 38,548 38,548
S2B%/\#& Capital surplus from donations 48,763 46,461
S&t Total $ 5,022,115 $ 5,057,120

KATERE » BARTERIRERERZBEEELESHTESNRBHERIEN - BRERKBHEE
1B - B IEE - REARERZBAEIEIES - BN SEBEREZREE -

According to Company Law, except for additional paid-in capital and capital surplus arising from donations, which can

be used to increase capital or offset losses, capital surplus can only be used to offset cumulative losses. SFC

regulations permit capitalization of capital surplus only once a year, and the amount cannot exceed the limit.
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3)BERDEC R R AR (3) Earnings Distribution and Dividend Policy

KIBERITERRIRTE » DNMITEEREBTEER The Articles of Incorporation of the Bank stipulates that
B . RIS — e E R e earnings should restore cumulative losses and pay for
3 JRUK/ARTTIMY T =3

B8 - BIEADZ=TRAEAERENIE

income taxes. 30% of the remainder will be set aside as
legal reserve. Special reserve may be provided if

WEKEREE » SIEFRIRGRQE - necessary for business expansion.

WiHERE » EFEGREKRTNIIBDEED The remaining balance, if any, should be distributed by

R the following ratio:

A BEIREEF > HESSiEaREse A. Dividends should be distributed according to the
. R proposal submitted by the Board of Directors to the
REBDIRLZ . . .

annual stockholders' meeting for resolutions.
anN anN °

BETHIFEDZ—EBEDZ/\ B. Employee bonus: 1% to 8%.

CES - BEZEAMBEDZ— - C. Remuneration to directors and supervisor: 1%.

AIERERALA 2 IR A S PR S A I 52 B In principle, the amounts of cash and stock dividends

EGHNEZEABREE > Ao ZIRITETE shall be equal. Should the ratio of capital held by the

AER SIS E D R ER S RNEE Bank to risk assets be lower than the ratio stipulated by

the government plus 1% after the distribution, cash

LEERIMN—EFD#HE » IRERFZRET

dividends per share cannot exceed $0.5, and the rest

BRhARRE - HERUKREEF TN shall be distributed as stock dividends. Employee bonus
e BETHAC DK ERESE5TR may be in the form of cash or stock dividends, dependent

upon Board of Directors resolutions.

FARTAREIRE -
In 2001 and 2002, the Bank had accumulated losses and
therefore there is no disclosure of employee bonuses and

FORBN+FERNT—FE  ERFR

ER5IE » UEEIBRES LA REEEMES remuneration to directors and supervisors.

EEH -

TR Before legal reserve reaches total paid-in capital, cash

EERE/AEREES ARG aelEe dividends cannot exceed 15% of total paid-in capital.

BROREASBEEAERE I EDZT According to the rules set forth by the SFC, if special

- reserve is appropriated as a corresponding account to
the contra account to stockholders' equity accumulated

KESBHEEIRZEZ JRE » BIMAT from prior years, such special reserve may not be

2R s A S E R RiE T S aE distributed until the contra account to stockholders' equity

is recovered.

HRIEERE - BRIHIR D EEREFIES 2 M
BIEEEZ FRI BRI ATENEDIK - RIZER As of December 31, 2002, cumulative losses amounted

S B RS EEEES » S B to $956,231. Earnings retained prior to 1998 amounted to
AR P SRS AR $19,316. Losses accumulated after 1998 (inclusive)

DIRERER © amounted to $936,915.
BERBNT—FK  RTRSTBIEET (4) Treasury Stock

956,231fF7t » A/ \ T LRI\ 171 A. As of December 31, 2002, the Bank repurchased

FEB—HEN+TTCEB=1TH)M# 100,000,000 shares for transfer to employees, and
2 ERRESERER19.3161F7T » BRNA\+HF treasury shares were not transferred yet. The

repurchase complied with No.2 of Article 28 of the

B (B)AE 2 EREE75E515936,915(F 7T Banking Law.




(4)ERIRE

ATTEHEREN+—FK » REHT
SEE28IRZ25RTE - REBERDFE
TmER ERA%Er100,000,0008% -
ES SRR -

B. KBS RFAEAZRTE » RIBEERD
ZEELR > TNEBANTEEITR
mEEES 2+ NERDZRE
% NMERRBRARIBITRIDGEE
REBEIEANECEEE - 72 it
RE » DMIDBIMEBRNA+E+Z
B=+—HRN\+TNAFEB=+H%
STEEE  XMITEETEEREDAHIR
54,815,000f%5%100,000,0008% - ¥85t
EEEEDBIR822,225F TR
1,680,0001F7T » BIEBRERIRE D
Bl#354,815,0008% 245,185,000 -
EEE%E DA% 560,833{(FT R
510,139(F7T - DTN +—FER+
FERFEEEREEI573100,000,000
i% - BRI % E19%531,070,9721F
TT RRESLEEZIRE -

C. AR BZEBREKESRZZA
MENSEMR » IRREER  TEZF
BIRERER -

15 R EREIHIRIR EAIR P R AR EEH IR LR

REN+—FERNTFE » AIZKRED
KR EAIR P EREE D B 79660,871{F TR
596,829(F 7T » ATNT—FERFGIE » ¥
TN+ —FEZREETIRLEERZ0%

SEATRBN+TEERNATNEEERRLRG
DEEZIREBHIIRLEZR D BIZ80%K2 33.33% °

16. ETEMRIES
AOTERNTECE—BZ+__HiERER
2 KiE TSR EERERG ) PHBERe
EANETERBEREBE2MY » 2184619
RICTHABEERLSE » FTEHEEBEERTE

15.

16.

17.

B. According to the Securities Exchange Law, the
number of treasury shares repurchased cannot
exceed 10% of total shares issued, and the amount
cannot exceed the sum of retained earnings, premium
on stock issuance, and realized capital surplus. With
June 30 and December 31, 2000 as the
measurement dates, the Bank expected to
repurchase 54,815,000 shares and 100,000,000
shares for $822,225 and $1,680,000, respectively.
The Bank repurchased 54,815,000 shares and
45,185,000 shares for $560,833 and $510,139,
respectively. As of December 31, 2002 and 2001,
number of treasury shares was 100,000,000 with
repurchase amount of $1,070,972, which was in full

compliance with the Securities Exchange Law.

C. According to the Security Exchange Law, treasury
stock cannot be pledged, nor do they have
stockholders' rights prior to transfers.

Imputation Credit Account (ICA) and Tax Deductible Rate

As of December 31, 2002 and 2001, the balance of
stockholders' Imputation Credit Account amounted to
$660,871 and $596,829, respectively. Since the Bank
incurred loss in 2002, deductible rate is expected to be 0%.
Actual deductible rate for 2001 and 2000 earnings
distributed to R.O.C. residents is 0% and 33.33%.

Reimbursement of Employee Benefits

Effective January 22, 1998, the Bank privatized under
“Rules Governing Privatization of State Enterprises” , with
years of service and pension payments calculated
accordingly. Pension was first paid from a reserve account
with shortage reimbursed by the Bank and amortized as
expense over 5 years, according to MOF Letter Ruling
No0.39430 dated November 18, 1992. After privatization,
compensations for employees remained with the Bank are
on par with those of private banks, with years of service
recalculated. The balance of “reimbursement of employee
benefits” less payment of principal and interests of joint
savings reserve amounts to $6,566,678, reflected as
deferred charges, and will be amortized between 1998 and
2002. As of December 31, 2002 and 2001, amortization
amounted to $1,338,470 and $1,337,400 was reported as
non-operating expenses.

Loss on sale of Non-performing Loans

According to Article 15, Paragraph 5 of Law Governing
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& BTN+ —F+—HB+/\BE&88
FEE39430RHRE - HERD AFEIH -
REBIERBIEABZFHFERILIRRE RN
2. FESHETE - BT ERMESREE
FRARREAS B2 RZEREE#6,566,678
FRRIEESR) - BREN+ECE—H
ENtT—F+ R8> t—FERNT
FEDRIETE 1,338,470(F7TR1,337,4001F
TC(IRIVEENER) -

17 ARG EIEX

AOEMRBSHES T RARERIBRE
ENEEARL(=)5785091300005 1 SRENFR E
HENRBEFEEEENTZHEIRX
BSETFIRISRAT -

RORN+—ECRARNEaESEMEES
ERDBRATETNREERRIZNE
STEEEIEL3,644,863(F T (IR IEEE ) -
BRBENt—FCRENTFCRZAH
8- EERSHNEUT -

(1)EETE - B E IS5 ERR10%2 B
-

(2)R&8IH : EHIZRETRE60EEERE >
BN EREEREITEZ ARSZY80%2
RBER > BEXERMmERZARS
$10%EK -

SETRN+—F+ZH+MHEHEColony
Capital Asia Pacific Pte

Ltd.& Lehman Brothers Commercial
Corporation Asia Limited D BIZEE] ~EI&
EIHESH - 5TEEIEZX18,687,2311F7T
(RIPEEER)  BREEN+—F+_8BZE
NS+ _BiEAEE -

BENT—FEL - EITRREEIBREH
$5485,638(T TL(IRVIFIBIET)

O»

Merger of Financial Institutions and SFC Letter Ruling (3)
0913000051, the loss resulting from disposal of non-
performing loans by a financial institution to an asset

management company may be amortized over five years.

On July 5, 2002, the Bank entered in an agreement with
Taiwan Asset Management Corp. to transfer the non-
performing loans. This resulted in a loss of
$3,644,863(reflected under deferred charges), amortized
monthly from July 2002 to July 2007. Terms and conditions
of the agreement are as follows:

(1) Contract date: When the purchaser has paid 10% of the
first installment.

(2) Transaction date: 60 days after the contract date. The
purchaser will pay 80% of the proceeds after the
transaction has occurred and pay 10% of the last
installment 6 months after the loan is transferred.

On December 14, 2002, the Bank entered in a non-
performing loans sale contract with Colony Capital Asia
Pacific Pte Ltd. and Lehman Brothers Commercial
Corporation Asia Limited. This resulted in a loss of
$18,687,231(reflected under deferred charges),
amortized monthly from December 2002 to December
2007.

As of December 31, 2002, amortization of the above
non-performing loans amounted to $485,638(reflected
under provisions for allowances and reserves).




18.FT 1§ %

18. Income Taxes

N+—FE
December31,2002

N+HE
December31,2001

(1) BEFMSHREEELRA :

(1) Deferred tax assets and liabilities from:

1BV EMNBEBR BN EBITELE U BRE It =R $ 17,410 $ 15,913
Deductible temporary difference due to provision for reserve
for default loss and accidental loss
KA EETHERI B +/ R EMIBRATER 147,091 143,407
FTEYS 2 TRRERITER
Deductible temporary difference due to amortization of
pension expense according to SFAS 18
BV RBIERIRBIRATEL 2 DBRE I ITER 1,283,885 618,259
Deductible temporary difference due to provision for allowance
for credit losses over limit
BETIRAMTES ZFTSREEY 3,409,712 4,209,265
Income tax effect from loss carryforwards
RAPEREIRRIREEZ B FTEL 2 OBBRE IS I T =R 10,307 3,959
Deductible temporary difference due to recognition of
unused investment tax credits
RIGRBE AR BRI ER 432 (291)
Deductible temporary difference from cumulative translation adjustment
$ 4,868,837 $ 4,990,512
(2) IERIEPTISIRE E — IFRED $ 4,868,837 $ 4,990,512
(2) Deferred income tax assets - non-current
BIKERE — EEFTSMEE — IERH (804,876 ) -
Allowance valuation for deferred income tax assets-non current
IERENELEFTSREEFER $ 4,063,961 $ 4,990,512
Net deferred income tax assets-non current
B)FTRBN+—ERN+FE—B—HE+ITR=1T—"HZPERAZFANT :
(3) Calculation of income tax for 2002 and 2001 is as follows:
N+—FE NtHE
December31,2002 December31,2001
RBNEF (18RI AR EIRZR (25%)5TE 2 TSR $ 31,683 $ (4,158,330)
Income tax computed by statutory tax rate (25%)
KAMEZEE Permanent differences:
(S B2 S5 P15 Securities transaction tax suspended 36,913 74,971
IR ERIZETB D 1TRER Net income from OBU operation (92,473) (68,965)
WEFESE AR IRERR (10,059) (166,957)
Recovery of allowance for decline in marketable securities
FTHAR S D BRI RUNA TR RS 8 (18,815) (88,677)
Tax separately levied on interest revenue of short-term notes
RIEM AR Z IR EIE (1) 383,321 (8,937)
Loss on investment recognized under the equity method
ELfth Others (28,414) (26,240)
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EFIEZ=2 Temporary differences:

12V ENIE S Provisions for reserve of contingent loss 1,497 1,516
BHREIREEH Amortization of pension expense 3,684 32,701
IR RIRHBER Allowance for credit loss over limit 665,626 618,259
E518H13K Prior years' loss carryforwards (923,315) 4,209,265
EHFEANPT/SHR Current income tax expense 49,648 418,606
B EIRFIMEZE SRR Less: Temporary differences 252,508 (4,861,741)
IR E-EEPTSMEE — IERENE 804,876 -
Allowance valuation of deferred tax asset-non current
FHVEIR BB FREE Tax on unused investment tax credits (6,348) (3,959)
RO BLERERINEI10%F2EE 10% surtax on unappropriated earnings - 30,656
ABIEE TSR Adjustment to priors' income taxes (10,923) (9,546)
FTEMREF (FI&R) Income tax expense (benefit) $ 1,089,761 $ (4,425,984 )

FIBENTAEEERBEN+TAFTRE—HENTAENA=1TH)LZHEREEHR » FEAIN
MAENLHERERERESHEEATTERETE - BN\ TTLEEERBN+TNECE—BEN+TER
B=1+A) N\tToESEstFEEENTEFEFtR—HEN\tTttE+"A=1t—B)RN\+NFE
SRR - FEMBESILHERERERESE -

The Bank's tax returns have been approved by the Tax Authority through the fiscal year 1997 (July 1, 1996 to June 30,

1997). Income tax returns for the fiscal year 1998 (July 1, 1997 to June 30, 1998), the 1998 special accounting period
(July, 1 1998 to December 31, 1998), and 2000 have also been assessed by the Taipei Tax Bureau.

@) BENT—FE  AMIBEFEENSZEMSRABEBITHUERERIT

(4) As of December 31, 2002, the Bank's appeals for administrative relief regarding corporate income tax are specified

below:

ERBIFRER BRI IEBUE 2 BE R
Additional Current status of
tax assessed administrative relief

N+/EE (86.7.1~87.6.30) 19,2501F 7T 90.9.171JBEREAK S F AR A -

Fiscal year 1997 B2/R91.7.98 LR -

(July 1, 1997 to June 30, 1998) Appeal for administrative was
rejected on September 17, 2001.
the Bank filed for litigation on July
9, 2002.

N+TEE (87.7.1~87.12.31) 13,6051 7T 89.10.612BEREE -

Fiscal year 1998 Administrative appeal has been

(July 1, 1998 to December 31, 1998) filed on October 6, 2000

NHNEE (89.1.1~89.12.31) 27,9171F7T 91.9.9FRFE1ES

Fiscal year 2000 Filed for reassessment on

(January 1, 2000 to December 31, 2000) September 9, 2002.




BN

TIOTREBICRIBEBIIE - _REAABLZ
BIR -~ BINREE - fRIKIR TEJENERFTREEY
EERFRESEABENR BIREEHR
AL HHE o

ATREEILE » DEREAESTEE
B RATCERB=+TBHERNEBRZE
TEIERAIE  EEBEEARE - ELR
KRB B Z I RIRERBEERIRIR
BEERZFIIFHESTE - fald 2maREE
PO+ A EESRE - HERQAZIEEEEHEERIR

EfEEDZ =+ -

N+—EFEERNTFEREBENERED R
#9360,052F705:292,946(F7T » ERDRIR
28,814{F T/ 36,179(F7T » SHPRKREZ DB
ROFTTR7,733F7T °

BARERZUS T RAEREEEEZEE
EGFRRPREESE  HFERE 8%IE
B NtEHE+ROERER12% - t+—5F
NBEEHREER11.3% 8EZERENT—FK
RATFEREEZEEDH731,480,0331F7T
’1,091,1674F7T °

TEOREEN+—FRATE—R—BZE+

19. Pension Plan

Prior to privatization, the Bank was owned by Taiwan
Province Government. Payment of pensions and severance
benefits of regular Bank employees were dealt with in
compliance with the “ Regulations for Employee's
Retirement, Death Compensation and Severance of Public
Financial and Insurance Enterprises of the Ministry of
Finance”

After privatization, the aforementioned plan was no longer
applicable. On June 30, 1998, the Bank established a
pension plan covering regular employees, in line with the
Labor Standards Law. Employee pension or severance
payment is computed based upon years of service or
average salary at the time of retirement or severance. The
maximum payment is 45 months' pay. In the event of
mandatory retirement due to occupational injury, employees

receive an additional 20%.

In 2002 and 2001, provisions for pension reserve amounted
to $360,052 and $292,946, respectively. Interest yield
amounted to $28,814 and $36,179 with pensions paid equal
to $0 and $7,733, respectively. The Bank contributes 8% of
gross salary to pension plan and deposits it with the Central
Trust of China under “Employee Pension Funds Supervisory
Committee.” In October 2001, contribution ratio changed to
12%. In June 2002, contribution ratio changed to 11.3%. As
of December 31 2002 and 2001, balance of the fund
amounted to $1,480,033 and $1,091,167, respectively.

In 2002 and 2001, actuarial assumptions for pension cost are

R the following:
—A=tT—HStEERRENTFTRZBEER
AT ¢
N+—FE N+EFE

December31,2002 December31,2001
RIREHR(TEFFFTAZ TR Discount rate 3.50% 4.00%
RAFHFENEWINZR Future salary increase rate 1.75% 2.25%
RAESEETEHIMRANZR Projected rate of return on pension fund assets 3.50% 4.00%
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BIEINT—EFERN+EEREENERSRASEERENT -

As of December 31, 2002 and 2001, reconciliation between funded status and accrued pension liabilities per books was

the following:

N+—%K N+HE
December31,2002 December31,2001

#51JZEF5 ¢ Benefit obligation:

BESHEIIEEFS Vested benefit obligation $ (796,088) $ (504,418)
JFEBNSHRITEFSE Non-vested benefit obligation (681,737) (615,243)
SRE4E{TETS Accumulated benefit obligation (1,477,825) (1,119,661)
RZFHFEILINSIE S Effect of future salary increase (345,169) (344,635)
FEEHHEIUEEFS Projected benefit obligation (1,822,994 ) (1,464,296)
RAREEEE/NFME Fair value of pension fund assets 1,489,152 1,090,690
2R Funded status (333,842) (373,606)
REBFEIEMSFHEIIEFS Unrecognized transitional net benefit obligation - -
SRIREIE (1) 2 SR EEEREE Unamortized balance of pension loss 21,154 -
FRERIIRIAEZIE (#%) Unrecognized pension (gain) loss - (40,369)
(FESHENEEIE) / FEIYIRIAsE Accrued pension liabilities $ (312,688) $ (413,975)

RENA+—FRNATFE—RB—HE+B=1T—HFENRENAHRE TIEEMEMN :

In 2002 and 2001, components of net pension costs were the following:

N+—FE N+FE

December31,2002 December31,2001
AR#BM A Service cost $ 380,717 $ 409,282
KRS Interest cost 57,979 74,118
RAESEEE ISR $ (38,409 ) $ (35,702)
Actual return on pension plan assets
BAESEEE)M (13,439) (23,947)
Loss on pension plan assets . -
RAE S EETERAREN (51,848) (59,649)
Projected return on pension plan assets D -
FFIRIRERL A Net pension costs $ 386,848 $ 423,751
HERENT—FEERNTEE » AT T As of December 31, 2002 and 2001, vested benefit of the

employee pension plan amounted to $1,075,201 and

SRR =S =i NPaYailPa 7T
BRIRHEEC BESad D BIZS 1,075,2011F7T $671,119, respectively.

K2671,1191F7T




BB R BER R AR BRI BRIAE @A
BEIRBaENREETEZ - AIRBNT
—ERNTFE+ZR=+—HESREEF
ZEBERNEFIIRBEN R DR
3,080,9071FA%%3,100,261Ff% °

21.TrlE mAERI &R
21. Financial Instruments
(ETEM RS m

(1) Financial Derivatives

A EfIEENZETERERRR

20. Earnings Per Share

Basic EPS is based on the effect of all common shares

issued and outstanding and is calculated by dividing net

income by the weighted-average shares outstanding during

the period.

As of December 31, 2002 and 2001, the number of weighted-
average shares outstanding was 3,080,907,000 shares and
3,100,261,348 shares.

A. Contract Amount or Notional Principal and Credit Risk:

N+—FE N+FE
December 31,2002 December 31,2001
ERIE S Financial instruments SIEEE i SRR L i ERERRE
EBEFE) | Credit risk (88%%) | Creditrisk
Contract amount i Contract amount i
225ERY Trading: i i
SREANEE Forex forward contracts $ 204,325 IS 7,147 $ 3,741,650 | $ 18,121
FERZZEHRY Non-trading: i i
SEEASVEE Forex forward contracts 3,989,387 | 17,351 176,512 | -
BENIE Asset-backed swaps 3,884,926 i 22,072 385,077 i 3,683
JaE IR Cross currency swaps - S 1,845,100 | 283,537
i FE Currency swaps 1,187,298 | 2,085 - B
WA ST RIEIAN E 343,946 | 4,779 o -
| |
| |

Non-delivery forward contracts

EFRINFZERRIEREERUBEERE
KARFEERERZEH - (AKRER
SEREN » AIRITISELE 2K - i
HARITNEIRGZEHRERDTER
EFEEREREERERER - REEHEEE
& IREBEWNRF : ERZERBIR
13E% - Bl F 2 R RIER
AE - RERSEEER  REZEAEAK
F » A TRRR S ERIERNZ OREM
=K -

B.MSERERR
RIIRZERZITE TSR MEZHIE
BUSERIEL /R RAN - TSRS E R ED
FTEEZIBMmANKN » RIS ERERE
RIE -

The Bank's exposure to credit risk results from the
likelihood that counter-parties to transactions all default
on commitments. Credit risk is the sum of contracts of
positive fair values on the balance sheet date, indicating
the maximum loss possibly incurred. If counter-parties
to transactions are clients of the Bank, contracts are
limited to credit lines provided according to the
guidelines set forth by the Credit Department, which
administers and monitors credit limits. If other banks are
counter-parties, credit limits are provided according to
their worldwide credit ratings and transactions are
limited therein. As a result, the management deems the
possibility of default as rather low.

B. Market Risk:

The Bank applies the square-off principle in transactions
of trading financial derivatives. Gain or loss from interest
or exchange rate fluctuations is minor. Accordingly,
market risk is remote.
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C.mENTRE ~ IRERER R R KIR C. Liquidity Risk, Cash Flow Risk, the Uncertainty,
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EFKZEER - HHIEEEME

RATRESITE T EZRE MR Z G
BMELERRR » R SH R IR
BUNSTEEEEARIT 2 IRFUNSZARIE - 18
HIRSRE AR -

AITHE B ST MR 2 T
REBRAT *

Amount, and Period of Cash Demand in the Future:

The Bank applies the square-off principle in
transactions of financial derivatives. Accordingly, cash
collection from and payment to counter-parties to
transactions offset those of the Bank. Impact on cash
flow is relatively minor.

Estimated demand of cash due to financial derivative
transactions is the following:

N+—FE NTFE
December31,2002 December31,2001
IBH ltem £ % Amount £ %8 Amount
HERS Term
—E A Within one year JPY 29,668 GHF 70,000
USD 207 EUR 592,326
GBP 5,560

PRI TR RETRAIEEE - B
R ERERTNEEEZHEES -

. BRI R B ATESE 2 /P8

RITRBZEHNEE 22252 W@
BmkAEEANEmIER)ET » 1t—
FERNTFEDREERBELXR
12,235/ 7T 46,118{F7T °

E R ZEZITE T SR M

RIRBFRRZENZITELEHE
o TEENREBRANIEERBEM
BEEZERRAERRE -

FIIIERZERIMF R TITEEE
A RARESERGIIEMTEEZE
IS FRIBS R S UNABNSZE »

RITWHEERFE AR FE 2 FRHAR 5

R ZEMF RN R TITEEE
Al mERZZENMF B IITEM
EREmsTEATEEZIIAMER -
FRZEZRSGHEERSSAAIE
BAABR ©

JPY 46,306,113
AUD 9,895,083

Since future demand for cash is estimated rather than
known, it is very sensitive to fluctuations in interest and
exchange rates.

. Net Current Gain or Loss on Transactions:

Net gain or loss on financial derivatives are reported
as exchange gain or loss in the statements of income.
In 2002 and 2001, exchange loss amounted to
$12,235 and $46,118, respectively.

. Non-Trading Financial Derivatives

Non-trading financial derivatives held by the Bank
consist of swaps and foreign exchange forward
contracts and are used mainly to hedge against
exchange rate and interest rate risks of the Bank's
assets and liabilities.

Receivables or payables accrued on non-trading
financial derivatives held or issued by the Bank are
reported as interest revenues or expenses.

The Bank has no committed or uncommitted contracts.

The method to establish the fair values of non-trading
financial derivatives held or issued by the Bank is the
same as that used for trading instruments, except
market quote of the former are for reference only and
are not reflected in the books.




)EREmZTHEE

(2) Fair Value of Financial Instruments

ERIEE Financial Assets

RSBERZEREE Trading financial assets:

I

|
SRHANFE Forex forward contracts $ 134,189 i $ 134,227

JFERZBEHIZ ERIEZE Non-trading financial assets: :
SREANFE Forex forward contracts 2,061,377 i 2,058,624
BERZE Asset-backed swaps o | 3,970,072
8FE Currency swaps 592,468 i 592,590
WAL EREANE Non-delivery forward contracts 173,900 | 173,025
N EERREEEES < ZRIEE 843,394,187 i 843,394,187

Book value equal to fair value :
B AZEZ Marketable securities 35,077,433 | 37,071,001
REAISHEIRE Long-term equity investments 3,183,056 i 5,032,261
ERIEESSTE Total financial assets $ 884,616,610 | $ 892,425,987

|

ERIEE Financial Liabilities i

2 5EHZ EREE Trading financial liabilities: I
SEHAYNEE Forex forward contracts $ 77,011 i $ 76,843

IERZZEMZEREE Non-trading financial liabilities: :
JRHASNBE Forex forward contracts 1,946,866 i 1,948,038
BAERZERIANE Non-delivery forward contracts 173,900 | 173,628
8FE Currency swaps 592,441 | 591,585
AP EEREEEEES ZENEE 888,445,333 : 888,445,333

Book value equal to fair value |
ERIEEEET Total financial liabilites $ 891,235551 1§ 891,235,427

FEIEE Financial Assets

RSB EREE Trading financial assets: i
IRBASVEE Forex forward contracts $ 1,943,131 | $ 1,939,111

IERZZEHIZ E£RIEZE Non-trading financial assets: :
SRHANFE Forex forward contracts 196,544 i 178,361
BERIR Asset-backed swaps -1 400,267
JaFE IR Cross currency swaps 2,100,420 i 2,099,940
AP EEREEEENRS ZEHEE 819,407,316 | 819,407,316

Book value equal to fair value :
B AZEZ Marketable securities 66,871,799 i 67,914,574
RERIZIEIRE Long-term equity investments 4,664,410 | 5,805,778
ZRIEESETE Total financial assets $ 895,183,620 | §$ 897,745,347

)

SRIEE Financial Liabilities I

RSERZ ERIEE Trading financial liabilities: i
SREANEE Forex forward contracts $ 1,824,254 | $ 1,824,830
NP EERREEENESZRIEE 877,258,397 | 877,258,397

Book value equal to fair value :
ERIS{ESET Total financial liabilities $ 879,082,651 : $ 879,083,227
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Methods and assumptions used in estimating the fair
values of financial instruments are specified below:

. The fair value of short-term financial instruments is

their values stated on the balance sheet. Since these
instruments will mature shortly, their par values should
be a reasonable basis to establish their fair values.
The method is applicable to cash and cash
equivalents, notes and accounts receivable, and call

loans and deposits from banks;

. Market quotes of marketable securities are used as

their fair values if available; otherwise financial or other
information will be used to establish their fair values;

. Market quotes of long-term equity investments are

used as their fair values if available; if such securities
are not traded publicly traded, financial or other
information will be used to establish their fair values;

. The fair values of long-term liabilities are established

by the expected present value of cash flows in the
future. The discount rate is the rate that the Bank could
obtain by raising a loan with similar terms (similar

maturity); and

. The fair value of financial derivatives is the amount the

Bank expects to receive or pay, based on the
assumption of contract termination on the balance
sheet date. In general, it consists of unrealized gain or
loss on current outstanding contracts. There are
reference reports for most of the financial derivatives
held by the Bank.

PEEERREEEN I REIRIE
o RITZABBDITEMERIE MIT

(3) Financial Instruments with Off-Balance-Sheets Credit Risks

BEESRMEE o MBS E - The Bank is subject to guarantee and credit commitments
since it issues credit cards and provides guarantees; most
R EEEEaEERERNERAEZEME R of the credit commitments are within 1 year. The Bank

issues credit cards and has commitments accordingly.

FITHRRFERERERIKRIE - 88
IREBERERREE » HASDEFIRIEZ Contract amounts of financial instruments with off-balance-
BISHR S —F » SASESIER sheet credit risk are the following:
I=gs o ] 2 =
+ > BUNHHE [ER-FRIEFRGE] -

FTEEEEBRERNEARR G
A ERUERRAT




RBRIEFAREEE Guarantees and letters of credit
{EF-F1%{E3EE Commitments for credit cards
SET Total

RIS EZRIE M N BRI ER
217 - R EHREW URRRIRE
RS > TMBIRAGREZFRERIEIRGH
& - BRIREEECHAEEEREIE
fiERTEEREEEEBR - EREEEE
HSHEZEENEE - MEILRETRESREZ
RAEX - EIEREERRE - jE
RIEBMERERRE - BFRFRBAVEHRA
M > WIRFHEZIERG T EEREE -

ERFREFBEATERR - BN
BRAERRR  &8LUBNSIEEER

@) EREREEEEERZEN

ETiEmRXZEEABEERR—A
HEMBMIXZEEAMEST » BEXZ
HERCBEFREE - BEBRMZEE
B8 EEETENWZENZEFEENE
AR S INVEAR LI - RIS ERE
SERE MBI - DTREEBEPHEE
—EPF  BRSMEEARE—EFRIRE
EITRS - BEERZMS BRI ESRE

=
E o
X

b

-0

¢

TIERRABEREER I SHITZERNT -

=

N+—FE NTFE
December 31, 2002 December 31, 2001
$ 24,130,862 $ 25,439,002
32,068,560 22,576,840
$ 56,199,422 $ 48,015,842

Since these financial instruments will not be paid in full
prior to maturity, contract amounts is not equal to future
cash outflow; in other words, future cash demand is lower
than the contract amount. Assuming that the credit limits
are reached and collaterals or other guarantees received
are worthless, credit risk is equal to contract amount,
which is the maximum possible loss to the Bank. Yet, prior
to providing loans, financial endorsement, and issuing
letters of credit, the Bank performs strict credit review and
grants credit limit based upon review results.

Credit card commitments do not require collaterals, while
the Bank reviews the cardholders' credit status
periodically, and will adjust their credit limits if necessary.

Information on Concentration of Credit Risk

The Bank is exposed to concentration risk if counter-
parties to financial instrument transactions engage in
similar activities, active in the same geographic region, or
share similar economic features that would cause their
abilities to fulfill contractual obligations to be similarly
affected by changes in economic or other conditions.

The Bank is not subject to concentration risk from
transactions with a single client or a single counter-party;
except for those of industries and regions with similar
economic features.

Concentration risk is the following:

N+—FE
December 31, 2002

N+EFE
December 31, 2001

ER — K75 R85 Loans - by region:
B Domestic
ESEIaE Southeast Asia

#RET Total

R — KEEZETURE D (5F) Loans - by industry: (Note)
EIREFT MRS
Power generation and electronics manufacturing
R EEZ Retail

25T Total

it BENGRERRAL %o iR IEIRAE -
Note: The criterion is 5% of outstanding loans.

$ 609,024,859 $ 602,852,966
1,245,513 1,359,700

$ 610,270,372 $ 604,212,666
$ 48,465,299 $ 51,461,298
36,741,113 40,935,645

$ 85,206,412 $ 92,396,943
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(h)FBRAR S
(V) RELATED PARTY TRANSACTIONS
TTERARABEARSZEIR » SR -

1.RARAZ 2R R %R
1. Name of Related Party and Relationship with the Bank

O»

FAfR A= Nameof Related Party

EIA/NTZ RAfR Relationship with the Bank

Land Bank of Taiwan

SBIRIT BITENES

Bank of Taiwan Corporate director and supervisor of the Bank
BATRER IENEES

Ministry of Finance, R.O.C Corporate director and supervisor of the Bank
E—IR1T BIHENEE

The First Commercial Bank Corporate director and supervisor of the Bank
EFRIRIT TIENEE

Hua Nan Commercial Bank Corporate director and supervisor of the Bank
LIRS MIENEES

Chang Hwa Bank Corporate director and supervisor of the Bank
THBERIT KITENEES

Corporate director and supervisor of the Bank

e REEIRIRIDBERAT

Union Real-Estate Management Corp.

RITHREEDAMEZRIRERT

Investee company under the equity method

BIFESREETER)AT
Barits Securities Investment & Trust Co.,Ltd.

RITRERAEZRIRERT

Investee company under the equity method

RS ERIRIDBEIRAT

Central Bills Finance Corp.

FITHRIES AT BRI E R T
(E291.12.26EE RN A EFHME)

Investee company under the equity method

SEREAEARDBERAT

Taiwan Business Bank Insurance Agency Co., Ltd

RITRERAEZRIRERT

Investee company under the equity method

HIBRARA
Others

FTERREATES ~ BEA - BKE  BRKERAE_REHE
» ERASIE A
Major stockholders, supervisors, directors,managers, and their

immediate family members.

2. HE/RAZEARZER
2. Significant Related Party Transactions

(1) ZIERITEZE

(1) Due from Banks

Nt+—FK N+EE
December31,2002 December31,2001
SE  SERERAEE % SW  SERGREEE %
Amount } of due from banks Amount lof due from banks
| |

E85R1F Bank of Taiwan $ 68,054 i 015 § 81,248 | 0.26
*+ #05R4F Land Bank of Taiwan 6,016 ! 0.01 5,548 | 0.02
S5—3$R1T The First Commercial Bank 3,144 | 0.01 20,547 | 0.07
FEEGER1T Hua Nan Commercial Bank 8,738 i 0.02 6,449 i 0.02
&{L8R1J Chang Hwa Bank 5,039 , 0.01 6,297 | 0.02
&=t Total $ 90,991 1 020 $ 120,089 1 0.39




BRI AR S Z FRERITEEM K > BEIFRMRALEEE -

Interest rates are the same as those with general clients.

(2) IR1ITEFEF
(2) Deposits from Other Banks

N+HE
December31,2001
&B | EROAEEN% &B | EROALER%
Amount i of due from banks Amount i of due from banks
l |
T #BER1T Land Bank of Taiwan $ 374 i - 3 565 i -
ZE—3R1T The First Commercial Bank 4,490 | 0.01 23,653 | 0.12
#EI$R4T Hua Nan Commercial Bank 2,868 i 0.01 37 | -
E2{L$R1T Chang Hwa Bank 22,619 | 0.06 234 | -
& =t Total $ 30,351 | 008 $ 24,489 | 0.12
AR AR S 2 RITEIZEFMAZEK » EIFRERALRESR -
Interest rates are the same as those with general clients.
(3) IRITEZEIFAN
(3) Call Loans from Banks
N+—EE 2002 l i i i
=i835R{T Bank of Taiwan l 699,812 | $ 173,900 | $ 60 | 1.7185%-1.75%
1 318R4F Land Bank of Taiwan i 348,838 i - i 685 i 1.8034%-1.85%
ZEFG$R1T Hua Nan Commercial Bank } 5,183,242 | 173,900 | 8,735 | 1.703125%-2.80%
&{L,381F Chang Hwa Bank i 3,930,128 i 1,822,472 i 25,374 i 1.64%-1.96%
£5—$RT The First Commercial Bank ! 1,556,100 ' 1,556,100 ' 8,130 | 0.625%-1.92639%
& &t Total '$ 11,718,120 1 $ 3,726,372 | $ 42,984 |
| | | |
| | | |
N+ E2001 1 1 1 1
5585847 Bank of Taiwan | 381,206 1 $ 140,028 | $ 4,557 | 1.92%-5.2925%
1318847 Land Bank of Taiwan i 140,028 i 140,028 i 2,400 i 3.79194%-5.51302%
#FEIER1T Hua Nan Commercial Bank | 3,320,364 | 319,553 | 8,020 |  1.6875%-4.80%
&2{L$R1T Chang Hwa Bank i 2,608,830 i 1,225,245 i 3,331 i 1.90%-3.80%
£5—$R{F The First Commercial Bank ! 909,817 | 673,063 | 18,466 | 2.10889%-6.82347%
= | $ 7,360,245 | 2497917 i $ 36,774 |

HERAR AR B2 IR1TEAFIFAIR - BEIFRRALEER -

Interest rates are the same as those with general clients.
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(MFFBERTTEIZE

(4) Call Loans to Banks

N+—EE 2002 l l l l
4 | | |
Zi8$R1T Bank of Taiwan |'$ 3,376,978 | $ 3,376,978 | $ 28,225 | 1.21%-1.97%
| | | |
1118847 Land Bank of Taiwan ! 4,491,110 | 173,900 | 10,862 | 1.44%-2.285%
ZEREIER1T Hua Nan Commercial Bank } 11,827,569 | 6,217,680 | 88,226 | 1.41%-2.3%
&/{L$R7F Chang Hwa Bank i 10,818,640 i 6,935,191 i 98,180 i 1.22%-2.3%
£5—$R4T The First Commercial Bank ' 10,055,817 ! 2,294,203 ! 58,178 ! 1.38%-2.31%
& &t Total | $ 40,570,114 | $ 18,997,952 | $ 283671 |
| i i |
| | | |
| | | |
| | | |
NAEFE2001 1 1 1 1
589715 Bank of Taiwan i $ 612,623 i $ 350,070 i $ 10,251 i 2.13%-5.51%
I #1ER1T Land Bank of Taiwan ! 525,105 | - 4,465 | 2.25%-3.82%
#FEIER1T Hua Nan Commercial Bank | 8,140,228 | 6,070,214 | 144,167 | 1.77%-5.95%
| | | |
&{L$R4T Chang Hwa Bank ! 8,251,050 | 5,251,050 | 75,857 | 1.84%-5.4375%
£5—$R4T The First Commercial Bank ! 4,940,588 | 2,605,011 | 74,770 | 1.71875%-6.50%
& 5t Total |'$ 22,469,504 1$ 14,276,345 | $ 309,510 |
ERAR AR ZZ IFIERITRIZERZEK - EAIERAMRANEZER -
Interest rates are the same as those with general clients.
(5)FM
(5) Deposits
N+HE
December31,2001
HAZRERZR | 5ERIBEREE % HAZRERZE | (5EZRIEEREE %
Balance i of the amount Balance i of the amount
] |
IS RELIR(IR) AT | |
e (FZ53 $ 7,116 | - s 1,092 | -
Union Real-Estate Management Corp. | |
EIIBSINEETIR)AD i | 0.01
160,774 | 0.02 110,771 1
Barits Securities Investment &Trust Co., Ltd. : }
FRREES S R(IR) A S : s | -
| :
Central Bills Finance Corp. ! i
HRARA | ! 0.12
2,052,802 | 0.25 953,664 |
Others | t
|
st | ‘ 013
$ 2,220,692 | 027 $ 1,066,470 !
Total 1 ;

HERARZZIRITEAAER - EIFRARALEESR -

Interest rates are the same as those with general clients.




(6)1%1E

(6) Credit Loans

N+—EE 2002 l l l | |
1 I I | |
B4R BB | $ 16,305,551 | $ 3,351,003 | $ 514,220 | 5.2% | FRAHERIEIR
Ministry of Finance, R.O.C. | | | | | EBHhESER
1 1 1 1 } Loan for land
| | | | |
] | | | | reserved for
| | | | | .
] | I I I public
| | | | |
EUBRE{RA Others 1 19,992,347 | $§ 7,020,973 | 425,011 14.378%-11.775% |
&5t Total ''$ 36,297,898 | $ 10,371,976 | § 939,231 | !
| | | | |
| | | | |
| | | | |
NAEEE 2001 | | | | |
1) | | | |
BATRED i $ 21,697,815 i $ 16,321,722 i $ 1,239,638 i 6.465%-6.99% if?ﬂ/a,tsé’iﬁﬁ{%
Ministry of Finance, R.0.C. ! ! ! ! | BN
} } } } } Loan for land
} } } } } reserved for
} } } } } public
HthEA{R A Others | 7,202,247 | 5,392,720 | 310,133 | 2.35%-9.395%
&5t Total | $ 28,900,062 | $ 21,714,442 | $ 1,549,771 | l
b + + i |

EARA (R AR S Z SRITIGRFIZR » Bd3FRE
FRAMHEESR -

(77)ZPRBUEE - B¥EMIEE(ED)2 ~ (P0)3/R% ()8
(B EXEESERIABTEER

1LEENT—FERNTEERE » XI5 T
BEACEESBENNEAE -

Interest rates are the same as those with general clients.

(VI) PLEDGED ASSETS
Please refer to Notes (1V)2, (IV)3 and (V)8 for more details.
(VIl) SIGNIFICANT COMMITMENTS AND CONTINGENCIES

1. As of December 31, 2002 and 2001, significant commitments
and contingencies are the following:

FEIIREBEE25: Marketable securities held for custody
FEEULFRIE Bills collected for others

FEE(LIFRIE Bills lent for others

{REERIEMAIRFNIE Guarantees and letters of credit

FAIREER Collaterals received

HEMEREIRM 2 225 Bonds sold under repurchase agreements
{E5E&1& Trust liabilities

FEEENRITSZEE Travelers check in custody for sale

BB ABMUE R4 2 225 Bonds purchased under resale agreements
&I REEZESE Promissory notes issued

FE{TIRE G Items held for custody

SZEEARIHENTERRE Securities underwritten and stamp tax receipt
FEEFIBET & #% /A & Registered government bonds for sale

$ 51,309,294
110,438,154
8,509,289
24,130,862
74,823
306,671
16,007,798
628,011
1,323,500
14,091,027
2,548
9,133,000

NTFE
December 31, 2001

$ 39,906,875
111,247,513
7,703,528
25,439,002
206,889
442,468
5,999,874
769,883
21,226,824
1,491,900
13,736,906
2,913
2,959,000
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2. X TREBN+—FEERNTEED %A 2. As of December 31, 2002 and 2001, refundable deposits for
ES A B RES D RIR841,784(F 7T operat|.ng Ieas‘es amounted to $841,784 and $945,479,
respectively. Estimated future rents are as follows:
T2945,4791F 7T » HIARA IR ST #RRER

HoRIZ0T
HA R Period %8 Amount
92.01.01~92.12.31  01.01.2003~12.31.2003 $ 326,604
93.01.01~93.12.31 01.01.2004~12.31.2004 272,198
94.01.01~94.12.31 01.01.2005~12.31.2005 184,203
95.01.01~95.12.31  01.01.2006~12.31.2006 84,682
96.01.01~96.12.31  01.01.2007~12.31.2007 28,938
SET Total $ 896,625
N+HE+_B=+—"HEFE)URBTEREZY Total rents after December 31, 2007 (included) are $23,981,
S HASHEZER23 9811FTT » W+ —F+— and the present value as of December 31, 2002, discounted by
_ ’ . one-year postal time-deposit rate, 1.40%, amounted to
B=+—HHBE—FHEREMRFE1.40% $22.371

EZRENR22,371FTT -

3. As of December 31, 2002 and 2001, all rental assets for were

SATRENtT —FRRATEEBMEBEE reflected as operating leases. Estimated rental revenue for the
EIEEFEEE - next 5 years is the following:

REBEEEMSIARAEKOF RN BEZNALR

ZBAOE -
HA & Period FH&E Amount
92.01.01~92.12.31 01.01.2003~12.31.2003 $ 24,867
93.01.01~93.12.31 01.01.2004~12.31.2004 18,312
94.01.01~94.12.31 01.01.2005~12.31.2005 8,039
95.01.01~95.12.31 01.01.2006~12.31.2006 5,264
96.01.01~96.12.31 01.01.2007~12.31.2007 2,944
A&t Total $ 59,426

4AEENT—FERNTER - NMITEFREE 4. As of December 31, 2002 and 2001, major constructions in

CES TR INIES K@ EZ D B =t progress and purchases amounted to $652,575 and $512,472,
respectively; of which $391,787 and $389,519 remained
652,575(FTTR2512,472(F 7T » MR IHEN unpaid.
D RIET391,787(F7TK389,519(F7T °
(VIIl) SIGNIFICANT CATASTROPHIC LOSSES: None.
(MEBERZKEBX - #
(XI) SIGNIFICANT SUBSEQUENT EVENTS: None.
(LEXZHRSEIE : &
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(tE it RITHBERRCIBE
(X ) OTHERS: DISCLOSURES REQUIRED FOR BANK FINANCIAL STATEMENTS

1. DGR TR

1.Domestic loans and advances:

N+—FE N+FE
December 31, 2002 December 31, 2001

BRI 2 Domestic loans and advances:

E#1EZ Private businesses $ 302,175,151 $ 326,429,192
NE{EE State enterprises 40,098,651 19,892,890
NIT#4EE Governmental institutions 86,132,583 70,148,304
HEREREARES Society insurance and pension fund 5,000,000 -
JEEFEEE Non-profit organizations 932,651 762,163
FAN Individuals 172,005,449 182,297,658
RIS Financial Institutions 4,039,140 4,525,293
Efth Others 151,140 222,683
/J\5t Subtotal 610,534,765 604,278,183

BN R ZRER Foreign loan and advances:
ERIAE Financial institutions - -

JEERIMEHE Non-financial institutions 14,574,123 12,693,107
/\Et Subtotal 14,574,123 12,693,107
HE&t Total $ 625,108,888 $ 616,971,290
BILEHEERF EZNARBEN N+ —FE As of December 31, 2002 and 2001, non-performing loans
B+ EESEDBIE67,438,586(F T (interest accrual suspended) amounted to $67,438,586 and
74.497 768{F 7T » REHEZ ENFI 2D RIS $74,497,768, respectively. Interest accrued on such loans
’ ; ’ Bl IE G v Y

o o amounted to $3,702,378 and 4,857,254, respectively.
3,702,3781F7T%4,857,2541F 7T

2 fEIERIR

2. Allowance for Credit Losses:

N+—FE N+EFE

December 31, 2002 December 31, 2001
HAYDEREE Beginning Balance $ 9,587,816 $ 7,155,545
HAIRY RIRE A Provisions for Credit Losses- Expense 6,239,613 24,416,182
SRR 25REE8 Charge-Offs and Advances (3,791,739) (22,046,405)
BEZ= Changes in Exchange Rate (143) 8,133
UR B 282 IS 2871558 Recovery of Charge-Offs and Advances 285,654 54,361
HAZREREE Ending Balance $ 12,321,201 $ 9,587,816
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3. MMIMRSREREER I EREMIERERFIINRIBEANT -

3. amounts of interest-yielding assets, interest-bearing liabilities, and current average interest rate are as follows:

N+—FE NAFE
December 31,2002 December 31,2001
T E | EORE T B | TORE

|
Average Amount } Average Interest Average Amount } Average Interest
| |

&E Assets

RE - BEAEHEFE

Cash-Negotiable Certificates of Time Deposits
FHIERITEZE

Due from and Call Loans to Banks

F 54T Deposits with the Central Bank
BEARSEES)

Marketable Securities (including Bonds)

WERREFR Loans and Advances

B{& Liabilities

S43755X Deposits from the Central Bank
$R1T[EZEFFN Deposits from Other Banks
SEEAMEEFR(E V) Demand Deposits
AEETFFR Government Deposits
EEREFN(EINEE) Time Deposits
H[EF#ETF X Postal Deposits Transferred
EHAFEZE TR Time Saving Deposits
EHIESF Financial Debentures

RYTEIE Loans from the Central Bank

B AINFNESE Funds Appropriated for Loans

47,248,805

47,960,267

31,522,089
37,006,697

601,933,161

252,088
30,821,860
237,154,415
3,870,556
154,577,969
134,700,173
230,965,384
25,374,537
9,305
8,376,344

1.32%

2.00%

2.04%
3.22%

5.12%

-%
1.62%
1.40%
1.61%
2.26%
2.57%
2.73%
4.24%
2.51%
1.63%

20,926,217

29,413,484

31,087,871
68,105,993

633,914,178

1,920,096
18,746,966
203,595,698
3,072,409
173,247,898
149,836,627
222,469,284
21,290,433
68,060
10,002,695

T
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

3.60%

4.00%

2.46%
5.14%

6.51%

4.37%
3.48%
2.49%
2.90%
4.12%
4.69%
4.49%
5.21%
5.63%
1.74%




- -
ARRNEFEREEREBZEEDTAT ¢
4. Duration analysis of the Bank's assets and liabilities:
1
: N+—F+ZB=+—H December 31, 2002
: 7 AER | BENERE—ER | BE—EME | At
} Within 6 months | 6monthsto1year | Over 1 year | Total
| $E I OmEESE 2B  OMEESE) SF  OLEESE) 2F  UnEERE
| Amount | Possible Paid | Amount | Possible Paid | Amount | Possible Paid | Amount | Possible Paid
; | Back Amount | | Back Amount | | Back Amount | | Back Amount
BE Assels ? i i i i i | |
& Cash I'S 12,007,696 | § 1200769 ; $ P$ 1§ P $ - 1§ 12,007,696 | $ 12,007,696
B&-BAEHAE ! | | 1 | 1 i |
Cash-Negotiable Certficates of Time Deposits 24304560 | 24304560 | 1300000 | 1300000 | 9400000 | 9400000 { 35004560 | 35,004,560
TEHSRTEIZ Due from and callloans to Banks | 462434531 46243453 | - - - o1 46243453 | 46243453
%4 Deposits with the Central Bank | 130226661 13022666 1 7600000 | 7600000 | 17469107 | 17469107 i 38091773 | 38091773
E\Z# Marketable Securities | 15267074 i 15,267,974 i 4433852 i 4,433,852 i 15,642,479 i 15,642,479 i 35,344,305 i 35,344,305
EEBBRIE Bills Purchased, Discounts and Loans | 1284230911 128423291 | 65500083 | 55500083 | 441176514 | 441176514 | 625108888 | 625,108,888
A5t Total 1 § 239,269,640 | § 239269640 | 68,842,935 | $ 68,842,935 | § 483,686,100 | 483,688,100 | $791,800,675 | §791,800,675
| | | | | | |
B Liabilties i | | | | | } |
7727 Deposits from the Central Bank 'S 280621$ 2280621 1§ 'S 18 -1$ 280625 228062
BN Due from Other Banks | 31457221 36145722 1 | | 1184 | 1184 1 36146906 | 36146906
SEHBHTS 3125V E) Demand Deposits | 250630651 | 256630651 | oy . | -1 256630651 i 256,630,651
DERBFT Government Deposits i 5,092,666 ; 5,092,666 ; 548,000 ; 548,000 ; - ; - ; 5,640,666 } 5,640,666
TEEE(EIME) Time Deposits | 48009855 |  4B69SS5 | 49341992 | 49341992 | 75497461 | 75497461 | 173509308 | 173,509,308
HER872] Postal Deposits Transferred | 141927081 14192708 | 18789625 | 18789625 | 76958779 | 76958779 | 109941112 | 109,941,112
EEAEETE] Time Saving Deposits | 39280205 39280205 | 44479638 | 44479638 | 152651541 | 152651541 | 236411384 | 236411384
$A1E% Financial Debentures | 94,000 | 94,000 | | | 7645000 | 17,645,000 | 17,739,000 | 17,739,000
RITRE Loans from the Central Bank | . uy - o . - ot -
B \IMENES Funds Appropriated for Loans | H9117 1 MOM7 | 245750 | 245750 | 8662225 | 8862225 1 902,092 | 9,027,092
A5 Total | § 400452986 1 $ 400452986 | § 113,405,005 | $113405005 1 § 331416190 1 §331.416,190 | $845,274,181 1 §845,274,181
1
| N+FE+"B=1—H December 31, 2001
: AR | BENERE—ER BE—EMLE i Az
[ Within 6 months | 6monthstolyear | Over 1 year | Total
| 8B |OEEESE, 6 OWESSE) oF | JNESSG) SF  OEEEE
i Amount | Possible Paid |  Amount | Possible Paid |  Amount | Possible Paid |  Amount | Possible Paid
} | Back Amount | | Back Amount | | Back Amount | | Back Amount
BE Assels S 1108708 1S 11108708 18 aE K aE 5 11108708 15 1108708
e -EAEHEE i 31486152 | 31488,152 | - ! ! | 31488152 i 31,488,152
Cash-Negotiable Certificates of Time Deposits ! | | | | | } |
AR HERITEIE Due from and call loans to Banks | 30859919 | 30859919 | ! - ! 30859919 | 30859919
IHR{T Deposits with the Central Bank | 35573551 | 35573551 | - | - | 35573551 | 35573551
EAZ% Marketable Securities | 48530801 | 48530801 | 18854977 | 18,654,977 | | - 67185778 | 67,185,778
BERRHE Bills Purchased, Discounts and Loans | 185250000 | 185250090 | 50268656 | 59268656 | 372452544 | 372452544 | 616971,290 | 616,971,290
LS 342,811,221 1§ 342811221 | § 77923633 | § 77,923,633 | § 372452544 | $ 372452544 | $793,187,398 | $793187,398
B&fE Liabilties | | | | | | i |
{77 Deposis from the Central Bank 'S 4510518 145105 1§ ' $ E ' 'S 1510515 145105
SR Due from Other Banks 10866 2120566 | | | | | A6 2012056
SEERTEE (2 E) Demand Deposits | 233312674 | 233312674 | - - ! | 233312674 | 233312674
D\E%2N Government Deposils | 2473155 2473155 | 354500 | 354500 | . | 2827655 | 2827655
EEE(ZINE) Time Deposits | 34553445 | 34553445 | 32561478 | 32561478 | 82663514 | 82663504 | 149778437 | 149778437
HEREEE Postal Deposits Transferred Uo4972451 | 14972451 | 27558781 | 27558781 | 99239540 | 99239540 | 144,770,772 | 144,770,772
TEERETEH Time Saving Deposits | 30015445, 30015445 | 31901690 | 31901690 | 169541996 | 169541996 | 231459131 | 231,459,131
£8E% Financial Debentures | 9877700 9877700 | 8,800,000 |  8800,000 | 15445000 | 15445000 | 34122700 | 34,122,700
SRS Loans from the Central Bank | - - oy | 41,682 1 41,682 | 41,682 | 41,682
8 \IENES Funds Appropriated for Loans | 249300 1 249380 | 383810 | 383810 | 8029101 | 8029101 | 8662291 | 8662291
23t Total | $ 345719921 1§ 345,719,921 1 $ 101,560,259 | $101,560,250 1 § 374,960,833 | § 374,960,833 | $822,241,013 1 §822,241,013
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S FinancialStatement
(+—) MIETEMISESIE
1 EAGSEEREREES (X1) DISCL?SURE§ RTI.EQUIRED. .
oo R 1. Information on significant transactions
(MEEEHRMA « T8 - (1) Loans to others: Not applicable.
Q)R ABERE : TNER - (2) Endorsement and guarantees for others: Not applicable.
BHEIRITBEEERESIB ¢
{7 - ettt
[E R =
Unit:NT$1,000/No. of Shares
T T T T T
S PAN=I . U U ! December 31, 2002 [~
ﬁﬁﬁiﬁf 1 RRESEHRE " | EEEESROAME | BR5IRIEAccount } ! - [ —— it
| Name and type of marketable securities I Relationship with the Company ! o BB RESE 0 BREE 0 HEGD | Footnote
company 1 | | | Shaes | Bookvale | Rate lMarketvaIue}
' ! ! ! I
509 | BEREEERRERLTRE RESERRZESRDT | REER | 0S40 G191 00000 | 61985 |
Taiwan Business | Stock of Union Real-Estate | An investee company accounted | Long-term | I I I |
Bank, Ltd. | Management Corp. |forunder the equity method | investment | | | | !
' | BUBSRERERIERATRE |RERAIECRAELT | RERE ! 15000000 | 188779 | 500000 | 173065 !
! Stock of Barits Securiies Investment & Trust Co., Ltd. | ! Long-term investment ! | | | \
! | SERBREARGEROTRR |RERETECRRELT RERE 200000 | 2722 | 1000000 ! 2722 |
1 Stock of Taiwan Business Bank I I Long-term investment 1 ! ! ! |
1 Insurance Agency Co., Ltd. | | 1 [ [ [ |
T RBASURNERATRE 1 - | OREEE | 28 o021 249
| Stock of Central Bills Finance Corp. | | Long-term investment | 1 | | !
©  BEERIRGERAIRE ! - | OREBRE | 189 | " : |
! Stock of Bank of Kaohsiung ! ! Long-term investment | | | | |
! ! KESRERRABRAT ! ! ! | | | |
;(Ewﬁﬁﬂ%ﬂ%ﬁ%ﬂﬁﬁﬁﬁ)ﬁ% ! - ! RIERE | OSABTTES | 261017 | 04863 | 878261 !
1 Stock of Mega Holdings I i Long-term investment | I I I !
! (originally Chiao Tung Financial Holding) ! ! ! | | l !
! | BEENRNERAIRE | - | RERE 1451523 | 1427 ) 00044 | 22891
! Stock of Taiwan Power Company ! | Long-term investment | | | | |
© EREERRERATRE ! - I “ ! ! :
}Stockof Kaohsiung Ammonium Sulfate Corp. ! }Long-term investment ! ! ! ! |
! | BIAEERRDERATRE \ - o RERE 700,000 1 7000 1 35318 1 10178 !
}StockofTaipei Forex Inc. | }Long-term investment | 1 1 1 !
. | SRR CERERDERATRE | - | ORERB | 3417440 | 29000 | 48438 | 33593 1
| Stock of Taiwan Small & Medium Enterprise Devel. Co. | | Long-term investment | | | | 1
! | ERM) ERERROBRATRR | - | RERE I 3612932 | 24305 | 39579 | 39164 |
;StopkofSunysino Development Associated Inc. ! ;Long-term investment ! | | | }
! | BERRRARRAIRE ! - | RERE | BIAB 61364 1 02986 1 113659 |
1 Stock of Taiwan Sugar Corp. I | Long-term investment | I I I !
T AEREEERERATRE 1 - |OEEEE | 10000 00001 | ‘
! Stock of Taiwan Motor Transport Co., Ltd. | | Long-term investment | | | | |
! | BENEBRRIROERATER | - | REKE 146250 | 125921 | 100000 | 136,105 |
}StockofUnited Taiwan Bank S.A. | }Long-term investment ! | | | }
! }Eﬁ%éﬁ%?ﬁﬁﬁ%ﬁﬂﬁﬂﬁﬁ? ! - ! RERE 1 54,000,000 | 500000 | 49505 | 550,800 |
1 Stock of CDIB and Partners Investment Co., Ltd. I 1 Long-term investment | I I I !
T HEETRNERLTRE l - | ORERE | 4550000 45500 | 14375 1 64337
| Stock of Financial Information Service Co., Ltd. | | Long-term investment | | | | |
! | RARERNERATIRE | - | RERE I 25404000 | 254040 | 73913 | 254040 |
| Stock of Everlight Investment Co., Ltd. | | Long-term investment ! | | | |
! ;‘Ei@éﬁ%ﬁ%ﬁﬁﬂ%ﬁﬁﬁﬁﬁﬁﬁ% ! - ! RERE ! 4552 1 198012 1 0949 | 215617 |
}StockofTaiwan Stock Exchange Corp. } }Long-term investment ! } } } !
! | RREEBEROBRATRE I - I RERE ;30,000,000 1 300000 1 04568 1 302,400 1|
}Stockof Eastern Broadband Telecom Co., Ltd. } }Long-term investment | | | | |
' | BEHERSTRAERATRE | - | RIEREB L 2000000 | 20000 | 10000 | 23300 |
| Stock of Taiwan Futures Exchange Co., Ltd. | | Long-term investment ! | | | |
! | B EERRRDEROARE ! - | RERE 0 1500000 | 15000 | 50000 | 16,050 |
}Stopkof Koyon Capital Corporation ! }Long-term investment ! ! ! ! !
! | BEEHEEERRNERATRE w - 1 RERE i 100,000,000 1 1,000,000 1 56754 1 1032000 |
| Stock of Taiwan Assett Management Corp. | }Long-term investment | 1 1 } |
! | BESHEERBERYERATRE | - | RERE | 5000000 | 50000 , 20412 | 50750 |
| Stock of Taiwan Finance Asset Service Corp. | | Long-term investment | | | | |
! | IR ERATIRE | - | RERE ! 700,000 | 7000 | 58333 | 8,155 |
| Stock of Financial E-solution Co., Ltd. ; I Long-term investment ! ! ! ! !
5 R EMATZHERROHAMBRIRZ IIESE > PO RESBERIEBIREQRTDEREBRRIEE SIS ZH BRI« &
MATZHERIRN+—F+ZRZFIIURERE -
Note: Fair value of companies not trade publicly is the equity net worth per the most recent financial statements, according to financial
statements prepared by the investee or audited financial statements. Market values of listed companies are the average closing
prices in December 2002.




(MR EEENELRA—EEESIEERE
e —(BTNBENESERDZ
BIE - 8-

(5O METEEZZRRENO B —BITNE
IWEAREREDZ TR EE  E-

() BDTEEZZHENAW—BITNE
IWERZBEREDZ TR EE  E-

(HERIRAE ~ MEEETSB (BTN
BWNERTEADZ _THULESE -

(3) Marketable securities held as of December 31, 2002:

(4) Cumulative purchases or sales of the same marketable

securities over $100,000 or 20% of paid-in capital: None.

capital: None.

capital: None.

20% of paid-in capital:

5) Acquisition of real estate over $100,000 or 20% of paid-in
q p

(6) Disposition of real estate over $100,000 or 20% of paid-in

(7) Deposits from or loans to related parties over $100,000 or

AT : HTEMTIT
Unit:NT$1,000

REER

| REEE—RRSR |

Taiwan Business Bank, Ltd.

Ministry of Finance, R.0.C. | Corporate director and
| supervisor of the Bank }

L

| Long-term loans

|
|
|
|
|
|
L

|
|
|
|
L

| | |
| | |
| . | | | EREERER | ..
B AT | R4S | B & | Terms and Status of Transactions | Reason for difierences 1 178
| | | N .
Company | Name of related party | Relationship [ iinterms of ransactions | Note
T T T T 1
[ [ [ =AY & % B EREME A XK
} } } Type of transaction } Amount 1 % } Interest rate }
I | B | BIZEAERS | BITRERD | 173300 1 051% | - |
Taiwan Business Bank, Ltd. ! Bank of Taiwan ! Corporate director and ! Call loans from banks | ! ! !
} } supervisor of the Bank } 1 ; } }
34T | EALR | MIZENEES RES 1824721 535% | - 1
|
Taiwan Business Bank, Ltd. | Chang Hwa Bank | Corporate director and | Call loans from banks | I | |
| | | | | |
1 1 supervisor of the Bank ! | ! ! !
T
NG | AT | MIZEABRS | SRR ; 173900 | 051% | - }
Taiwan Business Bank, Ltd. } Hua Nan Commercial Bank } Corporate director and } Call loans from banks } 1 } }
1 | supenvisor of the Bank 1 | 1 1 1
— = . == !
GYNS| | BT | MIZENEES | RITEERM 1 1,556,100 | 457% | - |
Taiwan Business Bank, Ltd. | The First Commercial Bank | Corporate director and | Call loans from banks ! | | |
| | supervisor of the Bank | ! | | |
G| Bl | KT EAEES | SRR 693,191 | 1631% | - !
Taiwan Business Bank, Ltd. | Chang Hwa Bank | Corporate director and | Call loans to banks 1 | | |
|
| | supervisor of the Bank | ! | | |
EYNS| | BT | MICENEES | FRORITEIR | 2,294,203 | 5.07% | - !
Taiwan Business Bank, Ltd. | The First Commercial Bank | Corporate director and | Call loans to banks | | | |
| | supervisor of the Bank | | | | |
| pe—— | — - T p— t T T T
EYNS| ! E@iRT ! MIQENEES ! FRETEFE | 6217680 1 13.73% | - !
Taiwan Business Bank, Ltd. ! Hua Nan Commercial Bank ! Corporate director and ! Callloans to banks | ! ! !
! ! supervisor of the Bank ! | ! ! !
~ _ — - == !
LI B | MIZEAERS | IFHRITRIEE | 3769781 T46% : 1
| | | | | |
Taiwan Business Bank, Ltd. 1 Bank of Taiwan 1 Corporate director and i Call loans to banks } ! I I
| | | | |
} ! supervisor of the Bank ! } ! ! !
AAF) | TR | KTOENEEE | AR | 17300 038% - 1
Taiwan Business Bank, Ltd. 1 Land Bank of Taiwan 1 Corporate director and 1 Call loans to banks : 1 1 1
: : supervisor of the Bank : ! : : :
LYNS| | BIRSREERR)LT | FERETEZRRERT | B l 160,774 | 0.02% | - |
Taiwan Business Bank, Ltd. | Barits Securities Investment | Investee company of the Bank | Deposits | | | |
| & Trust Co., Ltd. | carried under the equity method | | | 1 |
50T BIEED | MIZEAEELE | REBIER | 3351003 054% | -
|
|
|
|
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(8)BEWRERATIEEZEHF S ,_\Tﬁ_j—cguy (8) Receivables from related parties over $100,000 or 20% of
BAEEDZ —H//U:% paid-in capital: None.
(ORBITEMBERRS : REAN+—FE (9) Transactions of financial derivatives: please refer to Note
1=y P == 4. ltem 21 for details of transactions of financial derivatives
FIRBITELERRSEH - 8518 oo ' ' anciat dervaty
- - in .
FHHIRMIETPH. 215508 -
2EBKREEEMAEH :
2. Information on investee companies:
(MEEIRE N TEBEZEREEN
(1) Disclosure required of investee companies: il *ﬁ’aiﬁﬁ
[E R =
Unit:NT$1,000/No. of Shares
; ! ! | EREESE | gRE RRERTR! SRR
! ! I Amount of Original Investment |~ Ownership as of December 31, 2002 w g% \ Bigt \
BEAIZA ﬁﬁﬁﬂjg*ﬁ | PEME ) IRERRS — rlglna o i 7 | Current income;  Investment | gzt
Name of investee \ Name ofinvestee | Address | Main Business | ZHREA% w HAERR ! e : & w EESE ' orlossof ! gainorloss | Nmpt
company | company | | Scope | Ending } Beginning \ Number of \Shareholdlng} Book Value | investee 1 recognized byl o
| | | | Balance | Balance | Shares |  Ratio | | company ! the Company |
\ | | | | | | | |
1 1 1 1 1 | 1 1 1 1
il Sich] ‘H“AL%&E |ENMCER | BEAEES . | 69000 | 69000 | 9581400 ! 30.0000% | 81955 |  (144,691) ! (43.911) | AATHRER
(BRFAELT) ‘(ﬂz)’-‘j | METeRR121E | K AERIET | | | | | | | | EMECER
Taiwan Business | Union | 12F, No.376, Sec. | i~ IERER | | | | | | | | BRg
Bank |Real-Estate ~ |4RenAiRoad, | EB2 | | | | | | | | Aninvestee
| Management | Taipei, Taiwan. | Consultancy and | | | | | | | | company
| Corp. | | review of | | | | | | | | accounted for
| | | construction | | | | | | | | under the
| | ! plans information | | | | | | | | equity method
l l jsearchand | 1 l j 1 l l l
| | | valuation of real | | | | | | | |
l l propertyand | l l | l l l l
| | | construction | | | | | | | }
BONICEET | BUBSRERT | EIHRIRRC éﬁl%%ﬁﬁiéé | 1710001 120000 | 15000000 | 500000% | 188779 | 45386 | 17223 | RATER
BAFLT) | (BLT | BI00RA0182— [Raisngand | 1 1 1 1 1 l | B
Taiwan Business | Barits Securities \ Room 1, 10F No. \ issuance of | | | : | | | | BRF
Bank 1 Investment & \ 100, Roslsevelt \ mutual funds 1 1 } : } } } } An investee
:TrustCo Ltd. :Rd.,Sec.Z Taipei, : : 1 : } } : : : company
| | Taiwan. | | : | 1 : | | | accounted for
} } } } : } : : } 1 1 under the
| | | | | | | |
! ! ! ! : | : : ! ! ! equity method
B lllifeSiich] ;“ ERIFREA éitﬁi%ﬁfﬁw?ﬁ ;)\Eﬁllﬁﬁﬁ)\ ! 2,000 } I 200000 \ 100.0000% ! ! 27221 722 | 22 FRIRER
BRIADT) | (BRT 152 ! Agent of personal ! ! } ! ! ! | AR B
Taiwan Business | Taiwan Business ‘ 15F, No.30 | insurance | | | | | | | | VNG
Bank ; Bank Insurance ‘ Ta-Cheng Street, ; ; : ; ; ; } } } Aninvestee
| Agency Co., Ltd. }Taipei, Taiwan | | | } | | | | company
| | | | | | | | | | | accounted for
| | | | | | | | | | | Under the
| | | | | | | | | | |
| | | | ! | ! ! | | | equity method
Il Il Il Il I Il I I Il Il Il
)& SSEEMAE - o (2) Loans to others: None.
_ (3) Endorsement and guarantees for others: None.
BRMASTEFRES  H -




4ERTEBEESRT

(4) Marketable securities held as of December 31, 2002:

(1 : FEMEFTT
Thousands of NT Dollavs

[
HEEESS |

| | | |
1 iy 1 F 1 HAR December 31, 2002 1
e } BEESERRZHE } AR } iE5IRIE | : : . J EE3

Holding Company ! Name and type of ! Relationship ! ! | | w ! = i

| marketable securities | with the | Account | B8 | IREEE | R | il } Footnote
! ! ! I Shares |, Book Value Rate . Market Value !
! | company | ! ! ! ! !
BUREEEERAD | BleREES LB FERE | 9325640 1 14000 | | 14452 |
Barits Securities Investment | NITC Bond | None | Shortterm | l l l |
& Trust Co., Ltd ! ! ! investments ! | | | !
(EITRBEE(R)AT | BEEXHES LB | FEBRE 137952780 1 14000 | L 14499 |
Barits Securities Investment | Fuhwa Albatross Fund | None | Shortterm | | | | |
& Trust Co., Ltd } } ! investments | | | | }
BIAREIRAT | BEI1699ES L OE | EERE 120203659 1 14000 | 14001 |
Barits Securities Investment | Shenghua 1699Bond | None | Shortterm | | | l |
& Trust Co., Ltd | | | investments | | | | |

L

(5) RIEEIE - BHEA—BEESIEEE
e —(BITNENELREE20% UL -

(MBI EEZEZRREN B —BTHE
INEAREEDZ TR EE : # -

(NEDTEEZZHENSB—(EBITNE
IWERZER D TR EE  HE -

(8)HRIRNE ~ IREZEZEEENOB—E
THREWNEREEDZ - TEULES -

(9)BURRI R AR ZEFT B IB—ETNE U
BEXEEDZ _tTUALEE - o

(10BN T EITE MR B mAERE
B

BKRIEREEH - H o
(+)BRPIRIRA FFE A
1.EZERIEH

FOLUEEERRITES - BB —EF -
2 ERIEFA

RITENEEAPINARNT YRR EEIIRIE
FITWRAREERBEZBEDZT -

3NBREEA : NEA -
4 BEERPEN - NEA -

(5) Cumulative purchases or sales of the same marketable
securities over $100,000 or 20% of paid-in capital: None.

(6) Acquisition of real estate over $100,000 or 20% of paid-in
capital: None.

(7) Disposition of real estate over $100,000 or 20% of paid-in
capital: None.

(8) Deposits from or loans to related parties over $100,000 or
20% of paid-in capital: None.

(9) Receivables from related parties over $100,000 or 20% of
paid-in capital: None.

(10) Investee companies' transactions of financial derivatives:
None.

3. Information on investment in Mainland China: None.

(XIl) BUSINESS SEGMENT FINANCIAL INFORMATION:

1.

Information by industry: the Bank operates only in commercial
banking industry.

. Information by region: overseas operating revenues and

identifiable assets do not exceed 10% of total revenues or total
assets of the Bank.

. Export information: Not applicable.

. Major client information: Not applicable.
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T - BBRRREERRETHE D

VII. Analysis on Financial and Operation Performance
(—) EXEFSZHRAEESRIRZIEETED

(I) Analysis on Major Capital Expense and Funding Resource

1. EXEFRSZHC BRIBERETHIR

1. Major Capital Expense and Funding Resource BT - HTEMBTT
Thousands of NT Dollars

T T T T
i | EESEE BRI | rmae | RIEEEESERIEN Fund Utiization Schedule
BEEE! | OZARHE 0 IR @m | | | ‘ ‘
Item I Funding 1 Compeletion | A,muotlj\nt - NTEE : N+—5E : NtZ8E ! N+=%8 ! NTMEE
| Resource 1 Date | | 2001 | 2002 ., 2003 | 2004 1 2005
L L L L Il ! L L
| | | | | | | |
BENTIR_E=R | BRES ' 92M2/31! 375,000 ! } | 375,000 | ;
Purchase 2 to 3 premises forofﬁce; Provided by ! 2003/12/31 ; ; } } | |
use 1 TBB | I I } ; ! !
| | | |
T T T T T T T T
BERNRRE SRR | BEES | 921231 1815282 | 143504 | 247,083 | 588,823 | ;
Purchase computer for office use ! Provided byTBB ! 2003/12/31 ! ! } } | |
T T T T T T T T
KETIE BN BB | BEES L9223 584,131 | | 153898 | 170,147 | !
SEDIIREWATERAZEE | Provided by TBB!  2003/12/31 | ; ; ! ! !
#aTE | | | | | | | |
The new project of Ta Yuan, I I I I } ; ! !
Chu Nan, Shiue Chia, Tou Liu, | | | | i | | |
Pu Li & Tou Fen Branches | | | | 1 : : |
premises, Shung Chen St. | | | | } } | |
premises and Ta An Warehouse | | | | } } | |
HEDITTETELR | BEES | 931231, 79,600 | | } 30,000 | 49,600 |
New project for Taoyuan Branch | Provided by TBB| 2004/12/31 | | } } | |
L L L L L | L L
2 FEETOJBEAE A W iR 2.Estimated Benefit
TRADTITEEESR - RBmBIEEZZE Enhancement of the Bank's corporate image and service quality,
B IERIREME > ROERKRBEsEEN stabilization of business locations, and expansion of the service
WETYE ZERI A EHALUZINESINA - 78 network; besides saving on rental costs, this will also allow the

KT AR TAS B 43 884 TT - rental of excess office space and increase the Bank's rental
=1 i MZH ’

income. The estimated saving in rental costs is at NT
(D)mENE DR $438,840,000 per year.
(Liquidity Analysis
1. RO —FERENEDHT

1. Liquidity Analysis for the Latest 2 Years

) | T
FEFY | 91E12831H : 90 12831H | 2 38 b 6l
18E Item | Dec. 31, 2002 : Dec. 31, 2001 | Increase Ratio

| L
| | |
| | |
| | |
| | |
| | |
I | |
| | |
I | |

1 1

RERELLE Cash Flow Ratio(%)
RERELELLE Cash Flow Adequency Ratio(%)
BEBRELLE Cash Re-investment Ratio(%)

571.87 685.98

L
BELLAISEDRE : TBRAFFECRINFEEXEHSREAENLERERY  WERERENELEED -

Note on change in increase (decrease) ratio:The reduction in net cash flow this fiscal years was caused mainly by a decline business activities during

last five years.




2. RER—FIRERENEDHT

2. Cash Flow Analysis for Next Year
BT - AT
Thousands of NT Dollars

HIRSHE() | FHOEROEETEE | BHLGRSALEQ) | FHESESCR) | EIRSTREIRNESE
Cash balance at beginning i PEERE(2) i Estimated net cash flow(3) i #EE(1)+(2)—(3) i Contingency plans
of year(1) | Estimated net cash flow | , Estimated remaining . pBEtE | EEjEtE
i from operating activities(2) i i (insufficient) balance i Plan of i Plan of
| | L (1)+(2)3-0) | investment | investment
i i i i activities i activities
89,678,780 i 17,177,152 i (36,584,241) i 70,271,691 i - i -
(=) BRI
(lll) Analysis on Operation Performance [
Thousands of NT Dollars
FEFY | ! L omODeE | BEHE (%)
1BE Item i nlj\—(;)ig i 7;\22%% i Increase (Decrease) i Increa;e l(DScrease)
: ! ! Amount ! atio(%)
S\ Operating revenue i 36,835,717 i 50,298,791 i (13,463,074) i (26.77)
B Operating costs i 27189474 | 56,627,869 | (20438,395) | (51.99)
BEER| (1) Operating profits ( losses) l 9,646,243 | (6,329,078) | 15975321 | 252.41
BB Operating expenses i 8,328,906 i 9,059,148 i (730,242) i (8.06)
&2 (18) % Operating income ( losses) i 1,317,337 i (15,388,226 ) i 16,705,563 i 108.56
BT Non-operating income i 175,671 i 126,400 i 49,271 i 38.98
&5\ ENon-operating expenses } 1,366,277 | 1,371,495 | (5218) | (0.38)
TREIEF (18) Income (loss) before income taxes i 126,731 i (16,633,321) i 16,760,052 i 100.76
FigiR () Aiincome tax benefit (expenses) | (1089.761) | 4425984 | (5515745) | (124.62)
1737 (18) Netincome ( losses) i (963,030) i (12,207,337 ) i 11,244,307 i 92.11
] ‘ 1 1
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I L B BN D ATER AR - Notes on ratio increase (decrease):

o o . N 1. Operational income: The main reason for the large decrease in
BRI - SEERERAKERY £ pera e o
operating costs during this year was the low interest rates. The

R R E - BZIEENRREE - M influence of the economic slump led to lower average amount

MG SWEFE T » HF BEURA KIEG of loans outstanding which reduced our interest income
) e dramatically.

2. Operational costs: The main reason for the large decrease in

2BENA - FEEEEMAIANBBL - T2 operating costs during this year was that the influence of the

FRORERNEREE , FRISECESER economic slump impact on the quality of loan assets, and to

improve asset quality the Bank accelerated the writing off of

== = == g; O ER = T
8- LEERRENEHERBRRRRIE bad debt in the amount of NT$22 billion and greatly increased

220187T » MRIBIEF LHEREAFEXNIE its allocation for reserves of various kinds. Lower interest rates
N s EAFERGINNRSERRE A in this fiscal year led to large decline in interest expenses.
SEREZ KIEBIDATE 3. Non-operating income: The increase of non-operating income
during this fiscal year was profits from the sale of vacant
BEENNA : DEEEFENWNAZ » T2 assets.

= £ | °
FRIB N ERE R AR P 4. Income tax: Income tax payments increased by a large amount
this year mainly because of the increase in the provisional gap

4.FTEH - SEEFNSREBAREN - £2

due to the exemption of the reserve for bad debt and loss

RIKEAFFFEERI R RE — + SRR ERF R offsets entered in accordance with Rule No.22 of the
e M (G Y B B 1 o R SR A Y o regulations governing financial accounting.
ISZ 75/ Y. >= =3
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I. Information regarding related enterprises
(—) FAfREFIEEE

(I) Data about associated enterprises

ZiEn/\ERIRIT

Taiwan Business Bank

 J
FEXEEEE100%
SEREREBEARDERAT
Taiwan Business Bank Insurance Agency Co., Ltd.
(100% owned by TBB)

(Z) FAREREFEHR

(I1) Basic data of the associated enterprises
I : FTEMETT
Thousands of NT Dollars

Insurance Agency Co., Ltd. Taipei

= o=t l 521 IHHA l HatiE L ENEDS | EEExEH
| | | |
Enterprise | Date of Incorporation | Address | Capital i Major Business
| | | |
SEREREA (%) 27 | 2002.03.27 | BitmEmEs0sR1sE 1 2,000 | (RERRIE
| | | |
Taiwan Business Bank | | 15F, No. 30 Tacheng St. | | Insurance
l l l l
| | | |
| | | |

(=) HEASBIEHHERERESEBHENRES (111) Data about shareholders who presumably have

¥ m controlling or subordinate relations: None
(IV) The overall business coverage of the associated
(M) BRERERIEERBIER21TER : R companies as a whole: Banking industry and insurance
ITERREERIEA - agency




() BREFES BEEARBIEE

(V) Directors, Supervisors and President of associated enterprises

BEIRD
EEZE fEiAE HESATRA Share Held
Enterprise Title Name B E(B%) tsg=nat]l
Shares %
Z/E13R Taiwan Business Bk. 100%

SEREREA (%) /8
Taiwan Business Bank
Insurance Agency Co., Ltd.

&5 Chairman
E =5 Director

E 55 Director
B2 A\ Supervisor

B21%E) Liao Shi-Shun
Z{£5F Lee Chun-Sheng
mI{E Wen S.G..
E#TE Jack S.G. Huang

{E#SIE President

237 %) Liao Shi-Shun

|
|
|
|
|
|
|
:
3 200,000
I
|
|
|
I
I
I
|
|
I
I
|

(70) FARIEREERN
(V1) Operational outline of associated enterprises

BN - FTamsTIT

Thousands of NT dollars

1 1 1 1 1 1 1 1
I I I I | | I | =
L I | e | ~ " | e | = | BERRER
22  mrm | mmem | oo 1 g o RN BEAE L TEEE e
Enterprise | Capital ! Total assets ' o " Networth ! pefaiing , Lperaing -, ! I Earning per
| ! I liabilites 1 I Revenue !  profits | Netincome !
! l l l l l l | share
BREA Yy NS ! i i | | i | i
EJ.H%BMWE)\ (&) 27 | 2,000 ! 3,946 ! 1224 ! 2,722 ! 10,501 ! 933 ! 722 ! 3.61
Taiwan Business Bank ! | | | | | | |
Insurance Agency Co., Ltd. ! ! | ! ! | ! |
I Il il Il Il il Il il
() RS HEAFEHRE (VIl) Consolidated financial reports of associated companies:
None
R E R T REEREFEWNAIIRE

The total assets and operating revenue of the associated

FIIBZIERERZ10% - REE N RERH
RIEXESHEIBREK -

companies did not reach 10% of the overall figures. Therefore the
figures did not include in this financial report.
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— - BRIBSRR#ITARGT
(=) MMIRISFEREZBEFIBER

RIRITBERBEBRER » RICETR—UIR
BRBHUETFERE  BEEDZ=TRZA

TRGAM - WSKEBRES - BRIAER
QD - AHEERTE - EHEHBER TS Bt
DR :

1. IRERIRBHA > HESSIEBRREEZRE
DR

2. ETHRIABEDZ—EBDZ/\ °

3. 5% BEEABFEEDZ—

BUIE IR ER AR DAL A 2 DIk A 3% PR 5 A Fl K2 A
FERMNZHERBRE - AOERIRTEBESE
AT EEZ EREREERRRELLRIN—
BEDEE  BRERABERUABELARR
R » HERDURERATSINEN - ETHRIAZ 2D
K SHESERERBIIREIRE -

EEBBRAEREESREN > RaREEE
IENSBBEARECEDZTh -

)

(Z) BEMARERITEEIEN - BIREBRRE
RERCHTE  MINT—EEREERS
B IKQTENE22GERER T DR E R
A EN+T_FEAFEBRE R
o BTN _FE@BEN+—FE)
| RERRR” -

(U]

1.

O»

Company dividend policy and
implementation

Dividend Policy Stipulated in the Bank's Company
Charter

Whenever the Bank's annual budget is finalized and leaves a
profit, the profit should first be used to pay income tax in
accordance with the law and make up the losses of past
fiscal years; then 30% should be appropriated as legal profit
surplus. Any remaining profit should be appropriated
according to the following percentages:

Cash dividends and bonus for shareholders, appropriated as
decided by the Board of Managing Directors upon application
by the board of directors.

. Employees' bonuses are paid at a rate of 1% to 8%.

. Compensation for directors and supervisors is paid at a rate of

1%.

The appropriation of cash dividends and bonuses for
shareholders as described above will, in principle, be carried
out via cash and stock dividends in equal amounts. If following
distribution the ratio of the Bank's self-owned capital to risk-
based assets is lower than the ratio stipulated by the
competent authority plus one percentage point, the cash
dividend per share will in principle not exceed NT$0.5 and the
remainder will be distributed as stock dividend. Whether the
employee bonus will be distributed as new shares of cash will
be determined by the Board of Directors.

Until the amount of the legal reserve has reached the total
amount of capital, the amount of profit distributed as cash may
not exceed 15% of total capital.

(1) Influence of Non-compensated Distribution of Shares and

the Present Occasion on the Bank Business Performance,
Earnings per Share, and Shareholder Rights:

Due to loss in FY2002, there will be no dividend or bonus in
FY2002 according to Article 232 of company law. Non-
compensated Distribution of Shares for this Fiscal Years.




=~ REMEHIBIEEAE
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EEE E?FZ)%( e

HER : 92F4825H

ARIAREN+—F—B—HENT—F+TE=+t—"HZARBEHHE - KIEETEEVER » EEZBRU
T

v AR EFERNEYL ~ BEANEENRIEHFEREALATETEREEAZCER » FRTXCEIL—FHIE -

HENRTEHEECHRRVR (B8N  EURREEELZES)  MBREIRITRMEAT 28’
FERAVER - IRIESIEAIER -

~ BREZERIRIERESTRIRE » Asmarataia - B PEREERIHIE I EREE Bk = IE BRI ZEMIR T

SIEMFER : MR - ARRIE « BRI - NEMHERIGIE 2 BRUIT I e o - € T2 PIERZET!
HIERBEREE ZEE - BRA—IEHIER » ZRTENRIMEIEZITH -

s RATRKIBIINEESEHEEIEEE SRR [ ARBITATRIIAEMERIGIEEIEER ) (AT EE

MERIBAER ) REZWEMERGEERITZHENRR - YIETNEMERIFIE ZRETRAITEEEN - % &
YR ) PTERAZ AIBREERIFIEHIEIEE - ARIKEIREHIZBRE  ASANZEHIGEE 2RO EEMNE
| LEHIRIE - 2. BB - 3IERIFR - 4 BIHARBER 0 R6.BE - BEENERNBESTIER - 5
MIEEFESR [RIEER] | ZIRE -

M0~ AATHEDEHRA DRAENERIGIEHEIER - SEPENERIRIE ST RITHERIE -

s RATERFIERERR - BRLT LT LHBENARZEHTEIE  BEEEEINRRUE  BHEREZ

OJSEMTERERET ZEEERMIARIERRIESF ZREIRIITRERN - HEESIERER DM ERZEM °

FEPEBRRTIRATFRRAFRPEZETEZANT » TEHARE - CARACATNEER - BEST
EIESE > BERBHRGERE_TE - B=1_1F E—ECTERE—BCHMREIEREIE -

C AEPEFEARIRATIREN T _FOB+_HEFE®E8  HRESFt— A YEARTEREZRE -

HLLEEmA -

=&\ EERITIRIDBIRER

s

K AEPEREBEESHIOREMESIIERTER (RERETRIUTIZIER)
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lll. Statement of Internal Controls

Date:Apr. 25, 2003

The following statement gives the results of a self-auditing of the Taiwan Business Bank's internal control system
covering the period of Jan. 1, 2002-Dec.31, 2002:

1. The Taiwan Business Bank is fully aware that the establishment, implementation, and maintenance of an internal
control system is the resposibility of its Board of Directors and management, and such a system has in fact been
established. Its purpose is to provide reasonable assurance that the objectives of operating results and efficiency
(including profitability, performance, and guaranteed asset security), reliability of financial statements, and observance
of relevant laws and regulations will be achieved.

2. An internal control system has its inherent limitations; however complete its design may be, an internal control system
can only provide reasonable assurance that the three objectives given above will be achieved. In addition, the
effectiveness of an internal control system may change as the result of changes in the environment or other
conditions. The Taiwan Business Bank internal control system, however, has a self-monitoring mechanism and
corrective action is taken as soon as a deficiency is identified.

3. The Taiwan Business Bank judges whether or not the design and implementation of its internal control system are
effective in accordance with the internal control system effectiveness judgement items contained in the stipulations of
the Processing Guidelines for the Establishment of Internal Control Systems by Publicly Listed Companies
(hereinafter referred to as the Guidelines) as promulgated by the Securities and Futures Commission. The judgement
items adopted the Guidelines are divided into five constituent elements in accordance with management control
procedures:1) control environment, 2) risk assessment, 3) control operations, 4)information and communications, and
5) oversight. Each of these constituent elements contains a number of items; for details of the items, please refer to
the stipulations of the Guidelines.

4. The Taiwan Business Bank adopts judgment items from the above internal control system in evaluating the efficiency
of the design and implementation of its internal control system.

5. Based on the a-fore-mentioned examination results, Taiwan Business Bank feels that during the period stated above
the design and implementation of its internal control system including operational effect and efficiency, reliability of
financial statements, and observance of relevant laws and regulations, were effective and that they provided
reasonable assurance of the achievement of the objectives described above.

6. This Statement will become a major content item in the Taiwan Business Bank's Annual Report and its public
announcements, and will be made public content described above contain fraudulent materials undisclosed items, or
other illegalities, it will incur legal responsibility under Articles 20, 32, 171, and 174 of the Securities Transaction Law.

7. This Statement was approved by the 11 directors attending the Taiwan Business Bank's Board of Directors meeting on
Apr. 22, 2003, with no dissenting opinions.

& In the portion reating to the observance of laws and regulations, this Statement refers to all laws and regulations in effect at the time the Statement was

issued, and expresses the belief that the design and implementation of internal controls are both effective.
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ARAREN+—F—B—BENT—F+"B=1+—HBH2ZREEHHE - (KIEETIEEAER » ZERUT -

7N

v AR EFERELL ~ BIEMHEENIERIFIERIRATEFTEREEACET » FRTXERIL—FHIE - HEIR

EHEEIYURRUR (BEN  BUARREEELZEE)  UBREIFIEREETS EBEERNEN 2
HEEAVFELR -

v ARERIRIEREESTRRS - MR E - BB EHIHIEINMERY il = IBER ENRH S IRAITE

R M » ARIRIE » BRZE » AREFRIRIEZBRITTEREZE - IEARTCAENEHIGIERBENEE
2 BRAS—IERERR AR TEIREIEIEZ1TE -

v ALBRKIBHEINEGESENSEEEES SR EXEREMESRBEFBIARZEHHIEEIEER ) (BT

8 TERIEAER] ) REZWEEHAIFIEBERITZHENEE - ¥IETPEERIHRIE SR RIITEE BN - % [EIELELR
FTERAZEERIHIEHENIER - (AR KEREHZBIE - ISHENEHIHIERI DR A EMEMNES « 1 IEFHRIE - 2.8
BEEEMS > SAERIFE > 4 BFRER - R5.55 - SEMENERXBEETIER - FlEEFESR REER) ) 2R

=

TE °

v AL TXEEERADAENEFIRIEHENER > REAEEHIHIEZERETRIITHERIE

ANLNTERMNEHERR - BRAL T ERBBIAIERGIE > SEREEIURRUE - UPREIIETER
TEREED ZBEERMAVAREHHEZ ZRETRIAITHREBER - HeeSIEER DRERZERN -

AEPREBURAILTFBRRAMRPBEZIEZAT - ENRE - LIMRRAATUNEER  BESFTNERSE
1S REBBERFZERE_TE - B=1+_1% - BB+ HRREFB_BCTHOREIEERET -

L AEREREARTREN T FOB+ _HEFEEE HRBESF+— A HARLBEREZNE - HILE

B -

EERNEERRITRDBRAT

HRAEIE -

x* AEPEEREBEEDID RS EDIIBERFER (RIERETRITIIER)
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Date:Apr. 25, 2003

The following statement gives the results of a self-auditing of the Taiwan Business Bank's internal control system
covering the period of Jan. 1, 2002-Dec.31, 2002:

1. The Taiwan Business Bank is fully aware that the establishment, implementation, and maintenance of an internal
control system is the resposibility of its Board of Directors and management, and such a system has in fact been
established. Its purpose is to provide reasonable assurance that the objectives of operating results and efficiency
(including profitability, performance, and guaranteed asset security), reliability of financial statements, and observance

of relevant laws and regulations will be achieved.

2. An internal control system has its inherent limitations; however complete its design may be, an internal control system
can only provide reasonable assurance that the three objectives given above will be achieved. In addition, the
effectiveness of an internal control system may change as the result of changes in the environment or other
conditions. The Taiwan Business Bank internal control system, however, has a self-monitoring mechanism and
corrective action is taken as soon as a deficiency is identified.

3. The Taiwan Business Bank judges whether or not the design and implementation of its internal control system are
effective in accordance with the internal control system effectiveness judgement items contained in the stipulations of
the Processing Guidelines for the Establishment of Internal Control Systems by Securities and Futures Market
business sectors (hereinafter referred to as the Guidelines) as promulgated by the Securities and Futures
Commission. The judgement items adopted the Guidelines are divided into five constituent elements in accordance
with management control procedures:1) control environment, 2) risk assessment, 3) control operations, 4)information
and communications, and 5) oversight. Each of these constituent elements contains a number of items; for details of

the items, please refer to the stipulations of the Guidelines.

4. The Taiwan Business Bank adopts judgment items from the above internal control system in evaluating the efficiency

of the design and implementation of its internal control system.

5. Based on the a-fore-mentioned examination results, Taiwan Business Bank feels that during the period stated above
the design and implementation of its internal control system including operational effect and efficiency, reliability of
financial statements, and observance of relevant laws and regulations, were effective and that they provided

reasonable assurance of the achievement of the objectives described above.

6. This Statement will become a major content item in the Taiwan Business Bank's Annual Report and its public
announcements, and will be made public content described above contain fraudulent materials undisclosed items, or
other illegalities, it will incur legal responsibility under Articles 20, 32, 171, and 174 of the Securities Transaction Law.

7. This Statement was approved by the 11 directors attending the Taiwan Business Bank's Board of Directors meeting
on Apr. 22, 2003, with no dissenting opinions.

¢ In the portion reating to the observance of laws and regulations, this Statement refers to all laws and regulations in effect at the time the Statement was

issued, and expresses the belief that the design and implementation of internal controls are both effective.
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IV.

U]

(i

Punishments imposed for violations and
major negligence during the past two years,
and improvements undertaken:

Indictments Against Responsible Persons or Employees
for Criminal Violations Committed on the Job During the
Past Two Years.

While a manager of the Kaohsiung Branch in 1997,
researcher XX of the Bank's Loan Supervision Department
received a loan application from the XX Corp., Ltd. and was
suspected of taking a bribe of NT$800,000 in connection with
his job behavior. The Prosecutor's Office of the Kaohsiung
District Court completed its investigation of the case as per
2000 Document Jhen Zih No. 14906, and the offender was
indicted on suspicion of corruption (under Paragraph 3, ltem
1, Article 5 of the Anti-Corruption Act) on Apr. 17, 2001. The
Kaohsiung District Court found the suspect not guilty as per
Kaohsiung District Court 2001 Su Zih Document No. 1028.

Violations of the Banking Law resulting in the imposition
of punishment during the past two years: Non

() Cases of Negligence Resulting in Severe Reprimands by

the Ministry of Finance During the Past Two Years

In extending loans to the XX Co. and others, the Fengshan
and three other branches failed to list accurately the actual
capital needs of the borrowers, nor did they pay attention to
the utilization of the loan capital, thereby influencing Bank's
creditor's rights. The headquarters office instructed those
branches to strengthen their pre-loan credit investigation and
examination, and post-loan follow-up management, in order
to enhance the quality of loans and reduce credit risk. This
case has been vigorously prosecuted; its disposition has
been completed, and the debt was sold in its entirety to an
asset management company at the end of 2002.

(IV) Security incidents occurring during the past two years

V)

because of malpractice, important random happenings,
or failure to operate strictly in accordance with the
“Guidelines for the Maintenance of Security in Financial
Institutions,” the resulting individual or accumulated
loss from which exceeds NT$50 million in any fiscal
year: None

Other matters designated for disclosure by the Ministry
of Finance: None
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hEERR V Major Resolutions
(=) W+E (B-+ER) BESeEERE (I) Minutes of the (25th) TBB Shareholders'Meeting for 2001

=S| 1. TBB distribution of profits for Special Fiscal Year 2001.

2. Proposed allocation of a total of NT$2,322,757,660 from
capital reserve, shareholders stock bonuses, and employee
bonuses for capital increment via the issuance of new shares
for the purpose of reinforcing the TBB's capital structure,

1V ARTN\TNFERERBEFDECE -

2. RBIERITERESE  BABTERELXR

(BIS) RIBIIEFHHF] » BRERELRR heightening its BIS capital adequacy ratio, and to provide for
& BRI A 82,322,757 660 T 512 business needs
ERRITHARE - 3. Revision of the TBB Statutes as detailed in the appended

comparison chart. ©

4. In response to the establishment of asset management

4 BRESESEQATI NI BiERHTEELS companies, the authority to make decisions regarding the sale

= of the TBB's bad debt has been granted to the Board of
TRRMIEZ S - BEEFTILEE - Directors

(D) N+—% (B R) BREEEEER (1) Minutes of the (26th) TBB Shareholders'Meeting for 2002

HBIR 1. Request for approval of distribution of TBB finalized budget

income for 2001.

1. BTN TEERBEEEEHEE -

2. Withdraw capital increment via issuing ordinary shares

2. BN\ TNEREZRECZBRIREIE proposed in shareholders'Meeting 2001
==
- 3. Revision of the TBB Statutes as detailed in the appended

_ L e s comparison chart. ©
3 EEIRITRDEIEAD DRI »
4. Article 5 and Article 13 of the TBB's minutes of meeting were

4. REBEREEZIBE] » SEEERITIREEE revised in line with the revision of the Company Law.
& EIDES | T T E=E o
FRAUBRIRR S+ =R 5. That part of the TBB's capital reserve resulting from the price

premium on assets disposed off prior to FY2000 was
Pt ~d = N
5 MMIEXLEHEBN\+NEFERURIMEER transferred to retained earnings in a one-time transfer.

BERE , —RBIRRBEERE -
VL. Other needed supplementary explanations:

None

N~ EfNERFaRAEIR - # -
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Location of Head Office and Branches
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® ELLIAT y * EENERDRIRT TR
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*ABDIT

126



127

O»

RozE—BR

Directory of Head Office and Branches

EfizR
TBB'S OFFICES

B3
Head Office

o EXA
Banking Department

(E5EAD

Trust Department

D

Securities Department

o [EREN

International Department

BSERER DT
Offshore Banking Branch

o VIR{T
Sung Kiang Branch

o Sitp13

Taipei Branch

o (CEHT
Jen Ai Branch

o EMD1I
Chi Lin Branch

o MBI
Sung Shan Branch

o EmDf]
Chien Cheng Branch

* THD1T
Shin Lin Branch

* BEDT
Wan Hua Branch

* BRI
South Taipei Branch

o EED]

Fu Hsin Branch

o fllnfI
Chung Shang Branch

TR SWIFT
TEL. NO. ADDRESS
(02) 25597171
(02) 25597171 MBBTTWTP010
(02) 25597171
(02) 25597171
(02) 25597171 MBBTTWTP
(02) 25597171
(02) 25377171 MBBTTWTPO040
(02) 23717171 MBBTTWTPO050
(02) 27217171 MBBTTWTP020
(02) 25417171 MBBTTWTP0O1
(02) 27167171 MBBTTWTP021
(02) 25507171 MBBTTWTP022
(02) 28117171
(02) 23387171
(02) 23697171
(02) 27057171 MBBTTWTP070
(02) 25517171 MBBTTWTP080




Bz
TBB'S OFFICES

o EED{I

Chien Kuo Branch

o WifS13
Nai Hu Branch

o EREEDI
Nan Kiag East Road Branch

o TER1I

Chung Hsiao Branch

o DI

East Taipei Branch

o HEDT
World Trade Center Branch

* XEDT
Yung Trin Branch

o FEED(I

Nan Kang Branch

* BBD1I

Chien Tan Branch

0 REZD1I
Ta An Branch

o HED{]
Sung Nan Branch

o RBD1I

Pan Chiao Branch

* AT
Pu Chya Branch

TR SWIFT
TEL. NO. ADDRESS
(02) 25097171 MBBTTWTP081
(02) 27997171 MBBTTWTP082
(02) 27127171 MBBTTWTP090
(02) 27727171 MBBTTWTP100
(02) 25777171 MBBTTWTP101
(02) 23457171 MBBTTWTP102

(02) 23467171
(02) 26553771 MBBTTWTP105
(02) 28817171
(02) 27007171 MBBTTWTP120
(02) 27647171 MBBTTWTP110
(02) 29687171 MBBTTWTP140

* HADT
Chung Ho Branch

(02) 29547171

* EMD1T
Shuang Ho Branch

(02) 22427171

* $RA1D1T

Jim Ho Branch

(02) 22327171

(02) 22287171

128



129

O»

EfizR
TBB'S OFFICES

* KBTI
Yung Ho Branch

o HED1I

Hsin Tien Branch

* L=87517
North San Chung Branch

® E=E71]
South San Chung Branch

o HHEADTT
Hsin Chuang Branch

* (ERD1T
Hwa Cheng Branch

® L5137
Wu Ku Branch

o WHOB1I

Lin Kuo Branch

o BifDIT
Shu Lin Branch

o THR{T
Tu Cheng Branch

* EED1T
Hwei Long Branch

o JItB1T
His Chih Branch

BEERS SWIFT
TEL. NO. ADDRESS
(02) 29277171
(02) 29117171 MBBTTWTP025
(02) 22867171
(02) 29827171 MBBTTWTP153
(02) 29907171 MBBTTWTP026
(02) 29977171
(02) 22987171 MBBTTWTP130
(02) 26037171 MBBTTWTP131
(02) 26757171 MBBTTWTP141
(02) 22737171 MBBTTWTP142
(02) 82097171
(02) 26987171 MBBTTWTP144




Efizi
TBB'S OFFICES

BERIR
TEL. NO.

SWIFT
ADDRESS

* EMD1I

Lu Chow Branch

(02) 28477171

* BRI

Keelung Branch

(02) 24237171

* EFD]
| Lan Branch

(03)

9367171

* BRI
Lo Tung Branch

(03)

9567171

* FRD]
Su Aw Branch

9965051

o HEDT

Taoyuan Branch

3317171

MBBTTWTP300

* JEREDTT

North Taoyuan Branch

3567171

o 13
Chung Li Branch

4277171

MBBTTWTP310

o NIES1T
Nei Li Branch

4557171

MBBTTWTP311

* FED{T
Hsin Ming Branch

4027171

* \EDT
Pa Te Branch

3767171

o EIRA1T
Nan Can Branch

3227171

MBBTTWTP005

* G817
Yang Mei Branch

4786111

* BB
Luong Tan Branch

4807171

* KED1T
Ta Yuan Branch

3857171
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* Ki2D13
Ta Shi Branch

BRI
TEL. NO.

SWIFT
ADDRESS

* RHEDI

East Taoyuan Branch

(03) 3887171

* FEEZES1T
Hsin Wu Mini-Branch

(03) 3297171

o a3
Hsin Chu Branch

(03) 4777171

o TR
Hsinchu Scuence Based

Industrial Park Branch

(03) 5277171

MBBTTWTP320

* T3
Chu Pei Branch

(03) 5637171

MBBTTWTP322

* 0513

Hu Kou Branch

(03) 5517171

* TIRD1]
Chu Tung Branch

(03) 5997171

* BRD1T

Maio Li Branch

(03) 5947171

* TR
Chu Nan Branch

(037) 327171

* SED1T

Tou Fen Branch

(037) 467171

* D1

Si Tuen Branch

(037) 687171

* BHED1T
Chung Min Branch

(04) 23587171

® 55T

Taichung Branch

(04) 23057171

(04) 22297171

MBBTTWTP490
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TBB'S OFFICES

o REDT
Min Chen Branch

BERS
TEL. NO.

SWIFT
ADDRESS

* BT
Hsing Chung Branch

(04) 22267171

MBBTTWTP491

* D13

Pei Tuen Branch

(04) 22877171

o SRD1I

Feng Yuan Branch

(04) 22307171

o KFA1I
Tai Ping Branch

(04) 25267171

MBBTTWTP460

* KEBERT
Ta Chia Branch

(04) 22707171

MBBTTWTP470

o RHD1T
Ta Ya Branch

(04) 26867171

* DERT
Sha Lu Branch

(04) 25687171

MBBTTWTP011

* B5EHA1T
Wu Jih Branch

(04) 26657171

* BFD11

Tan Tze Branch

(04) 23387171

* BRI

Nan Tou Branch

(04) 25317171

* EHD1]

Tsao Tuen Branch

(049) 2237171

* HEDT
Pu Li Branch

(049) 2357171

* TWIB1T
Chu Shan Branch

(049) 2997171

o 1]
Chang Hwa Branch

(049) 2644211

(04) 7257171

MBBTTWTP540
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BEERIR
TEL. NO.

SWIFT
ADDRESS

* MED1T
Ho Mei Branch

(04)

7558131

o B3]
Yuan Lin Branch

(04)

8377171

MBBTTWTP550

* 3634513

Pei Tou Branch

(04)

8877171

* _ D13
Erh Lin Branch

(04)

8957171

* 37B13

Tou Liu Branch

(05)

5347171

* 1LEDT
Pei Kang Branch

(05)

7827171

* RERI
Hu Wei Branch

(05)

6337171

o =D
Chia Yi Branch

(05)

2287171

MBBTTWTP680

* BEREDT
South Chia Yi Branch

(05)

2867171

* RIEDTT
Ming Hsiung Branch

(05)

2207171

o D]
Tainan Branch

2247171

MBBTTWTP710

® BN
Cheng Kung Branch

2217171

MBBTTWTP720

* REED

East Tainan Branch

2687171

o DI
An Ping Branch

2657171

MBBTTWTP730

* EEEZED1]
Cheng Yi Mini-Branch

2997171

* FTEDT
Hsin Ying Branch

6335450

* BRI
Kai Yuan Branch

3117171
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* XERD1I
Yun Kang Branch

BERIR
TEL. NO.

SWIFT
ADDRESS

* KRBT
Yung Ta Branch

(06)

2518718

* BHEAT
Shiue Chia Branch

(06)

2337171

* ED13

Shan Hwa Branch

7837171

o {13

Jen Te Branch

5816111

* BERT
Po Ai Branch

2797171

MBBTTWTP711

* {CKB13

Jen Ta Branch

5567171

o RSN

East Kaohsiung Branch

3537171

* ST
Ling Ya Branch

7167171

MBBTTWTP820

® SIEDTI

Kaohsiung Branch

5377171

* LEkERTT
North Kaohsiung Branch

277171

MBBTTWTP850

* REDTT
Ta Chang Branch

2387171

* BUSEDTT
Chien Chen Branch

3827171

® NI

Jeou Ru Branch

5355171

* =RD17
San Ming Branch

3137171

MBBTTWTP860

o [T
Kang Shan Branch

2867171

6227171

MBBTTWTP830
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* JLEWDT

North Feng Shan Branch

BRI
TEL. NO.

SWIFT
ADDRESS

* BRI
Feng Shan Branch

(07) 7767171

* K&D1T
Ta Fa Branch

(07) 7107171

* FRD1I
Ping Tung Branch

(07) 7872851

* REDT
Tung Kang Branch

(08) 7327171

* D1
Chiao Chou Branch

(08) 8337171

o TLED{]

Hua Lien Branch

(08) 7807171

* ARD1I
Taitung Branch

(03) 8357171

MBBTTWTP 760

BT

Los Angeles Branch

(089) 327171

BB
Hong Kong Branch

213-892 1260
FAX : 213-892 1270

MBBTUS6L

ERP1I

Sydney Branch

51 : @ SLEISEENT (151%) Foreing Exchange Units(Total 51)
* BEENSIRIRIRI TS Z%HER (5f75%) Foreign Exchange Dealership Units(Total 75)

852-2511 4865
FAX : 852-2511 6791

MBBTHKHH

612-9262 3356
FAX + 612-9262 3376

MBBTAU2S
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81U ¢ http = //www.tbb.com.tw
Taiwan Business Bank Head Office
Address:No. 30, Ta Cheng St., Taipei 103, Taiwan, R.O.C.
Tel:(02)2559-7171
Web Site:http://www.tbb.com.tw

™MIBEA
it FER
TS BURAIE
55 ¢ (02)2559-7108
Spokesperson
Name:Lee, Chun-Sheng
Title:Executive Vice President
Tel:(02)2559-7108
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ol - SRR R 1255%B1
&E5E ¢ (02)2502-7755
Stock Registration Agent
Name:Capital Securities Corp.
Address:B1, No. 125, Sec. 2, Nan-King East Road, Taipei, Taiwan, R.O.C.
Tel :(02) 2502-7755

ERASHE
=8 PEERFSROBREAT
ok - AL RERTIRES —EZ10055%2312
E5E ¢ (02)2368-8277
Rating Agency
Name:Taiwan Ratings Co.
Address:23F, No.100, Sec. 2, Roosevelt Rd., Taipei, Taiwan, R.O0.C
Tel : (02) 2368-8277
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SHHEE : ZIREEENSHA
ol : SRR =R 1565%612
E5E ¢ (02)2715-9999
The CPA-auditor of the Financial Report
Name:Lin Shan-Lan, Lin Wan-Wan
Name of Employer:KPMG Certified Public Accountants
Address:6F, No.156, Sec.3,Min-Sheng East Rd., Taipei, Taiwan ,R.O.C.
Tel: (02)2715-9999
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