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Chairman's Message to Shareholders

Ta iwa n | S economy suffered a

negative rate of growth in the second gquarter of 2003
because of the impact of the U.S.-lrag war, the SARS
epidemic, and other factors, but fortunately the
economy bottomed out and began to recover in the
second half. For the year as a whole the economy
managed to maintain a growth of 3.24%:; with weakness
afflicting domestic demand, howeaver, consumer prces
dropped 0.28% in 2003.

Looking at the economic environment for this year, we
see a rise in U.5S. macroeconomic indicators that will
serve as a locomotive that powers increased global
economic activity. The Asia-Pacific region will benefit
from the high rate of arowth in mainland China; this
will stimulate the expansion of trade in neighboring

countries, so that economic performance can be
expected to continue Improving this year. According to forecasts by the Directorate General of Budget,
Accounting and Statistics, Taiwan's economic growth rate will reach 4.74% this year. The global
economic outlook report published by the IFM in April puts Taiwan's growth for 2004 at 3.70%. In the
financial environment, by the end of December 2003 the non-performing-loan ratio of Taiwan banks
had fallen to 4.33%, down by 3.71 percentage points from the high of 8.04% reached in the first
quarter of 2002. When loans under observation are added, the broadly defined NPL ratio is 6.09%.
With the implementation of The New Basel Capital Accord in 2006, the broadly defined NPL ratio will
continue to be adjusted downward. Financial institutions with high NPL ratics will still face considerable
pressure for the allocation of reserves, but the expected improvement of the overall economy this yvear
means that there will be fewer new NPLs and that the room for profit growth is large.

For Taishin Haldings, 2003 was truly the first year of operation in the financial holding company mode.
After taking in the subsidiaries under our banner and carrying out full integration, our operating team
has not disappointed the expectations of our shareholders but has turned in a brilliant report card.
After-tax earnings for the year were NT$7.295 billion, reaching 101% of the target set at the beginning
of the year, and after-tax sarnings per share were NT$2.16, ranking third among all of Taiwan's
financial holding companies. This is the second consecutive year in which Taishin has achieved its
preliminary financial target, and our overall performance has won a high degree of affirmation from the
investing public and institutional investors as well, Our average share price during the first pericd of
this year was 60% higher than the same period of 2003, and the ratio of shareholding by foreign
institutions has been boosted to 34%.

The business scope of the Taishin Financial Holding Group is constantly expanding. Following the
taking in of the Taiwan Securities Co., Ltd. and Taishin Bills Finance Co., Ltd, as subsidiaries at the end
of 2002, the Taisin Venture Capital Co., Ltd. was established in September 2003, marking a major
advance toward the formation of an investment bank, Together with Taishin Asset Management Co,, Ltd.
and Taishin Marketing Consultant Co., Ltd . there are now six subsidiaries operating under the financial
holding company.

In addition, the full-service Hong Kong Branch began operating in mid-2003, and the planned capital
increase of the Hong Kong Branch of Taiwan Securities along with the establishment of the Los Angeles
branch {(currently under planning) will form a multinational funding service platform that will strengthen
business expansion between Tawan and mainland China and provide customers with the finest of
services. All of these activities show that not only have we sent down solid roots during our first year of
operation, but have also actively carried out deployment for stable long-term business growth.

Thanks to the successful experience of the Taishin Bank in absorbing the First Credit Cooperative of
Tainan and the Dah An Commercial Bank, the establishment of the financial holding company has been
able to realize the synergies of combination. For this reason, even greater emphasis has been placed on
integrating the operations of the subsidiaries. At the end of 2002 a customer orientation was followed in
establishing three business groups-Wealth Management Group, Retail Banking Group, and Wholesale
Banking Group-while at the same time integrating back-office operations, information technology and
parsonngl. The synargies of this integration are steadily surfacing, and beginning in 2003 the holding
company is going all-out to expand its business by using cross-marketing together with its subsidiaries.
Thanks to the concerted efforts of all our staff, in just one short year the Taishin Financial Holding Co.
has outdone the other holding companies in terms of business performance.

At the same time as we have pursued growth and profits, Taishin Financial Holding Co., Ltd, has placed
strong emphasis on asset quality and, in line with the coming implementation of The New Basel Capital
Accord in 2006, has intensified the establishment of risk control systems and has set up a special task
force to reinforce risk management. In the various fields of management, therefore, Taishin Financial
Heolding stands out from its fellows. In 2003, for example, our broadly defined non-performing-loan ratio
was 1.78%., our reserve coverage for bad debt was 43%. and our return on eguity reached 14.06%. In
addition, we are working hard to upgrade our capital efficiency and continuously lower our operating
costs, The FPK investment bank, which operates under the banner of the Swiss Reinsurance Group, has
pinpointed Taishin International Bank as “the best-managed bank in Taiwan,” showing once again that
we are advancing toward the vision of become the top brand in Taiwan's financial industry.

Something that merits mention even more is that the Financial Network System Company's Bi@ncs-24
program that the Taishin International Bank spent three years planning and setting up went on line on
Feb. 16 this year. This is an engineering achievement that is worthy of pride; it gives us the lead over all
other domestic banks, and in the future we will be able to use this outstanding foundation to break away
from the competition and win victory in the market.



Chairman's Message to Shareholders

Following are brief descriptions of the status and performance of
our three business groups:

The Wealth Management Group is headed up by Dr. Keh-Hsiao Lin, president of Taiwan Securities.
It provides customers with the most appropriate financial planning in accordance with different
customer groups and with differences in return and nisk. The Group uses a diverse range of innovative
financial products and VIP services to help its customers realize their dreams of affluence and health,

Curing the year 2003 the Wealth Management Group set up top-end Mega Centers at numerous
locations throughout Taiwan and, together with the vast banking and securities channels and customer
bases, quickly built up a substantial scale of asset management. In 2003 the Security Brokerage
Division boosted its market share from 3.83% to 4.42% and jumped from 6th to 4th place in the market-
and is now crowding in on the 3rd position,

We want to do more than just expand the scale of our customer assets; we also need to innovate and
upgrade our products and services constantly so as to achieve a win-win situation for both customers
and the company. Inits most recant ranking of the best wealth management banks in Asia, Euromoney
magazine placed Taishin Intermational Bank second among all Talwan banks in the categories of best
wealth managemeant bank and best customers relations managemeant, This shows that our efforts have
won the recognition of international financial institutions, and in the future we will charge ourselves with
the task of maintaining a position of leadership in the market.

The Retail Banking Group is headed by Daniel Tsai, president of Taishin Bank. With its experience in
the creation of a leading credit-card business together with its customer relations management (CRM)
platform, this Group offers products and services that are tailored to its customers. Taishin Bank's
credit card operation has been named an outstanding member of the American Express World Service
Program for four years in a row. The number of valid cards in circulation broke through the 4 million
mark in 2003. Taishin was also first in Asia to issue the top-class Infinite Card, offering prestigious
services to elite customers.

A number of the Retail Banking Group's key businesses have taken a leadership position in Taiwan,
including the biggest volume of deposits among all the new banks, an auto loan businass that is No. 1
in the field, and a volume of credit card and bank card businesses that are No. 2 on the island. But we
are not satisfied with our present achievements, and our goal is to continuously introduce innovative
consumer financial products that will double our customer satisfaction. Taishin Bank took the lead in
introducing offset home loans into the market; this business has grown quickly, leading to a flurry of
emulation by other banks that proves the innovative power of our products.

The Wholesale Banking Group is under the leadership of Justin Tsai, president of the Taishin Bills
Finance Co., Ltd. who is guiding the Group forward using his rich experience in commercial and
investment banking. The strategy he adopts is to combine the advantages of the finance and securities
businesses to bring out a complete set of brand-net integrated financial services for Taiwan small and
medium enterprises, from financial consulting, risk management, and loans to the raising of funds in the
capital market. The Group has even set up a cross-straits funding service net to meet the transnational
operating needs of Taiwanese businesses by providing complete solutions for rapidly growing
Tawanese enterprises.

The Wholesale Banking Group turned in an outstanding performance in 2003, including second place
in the factoring market, third in underwriting cases, and fifth in derivatives transaction volume in Talwan,
as well as being one of the first domestic companies to be qualified as a trader in major central
government bonds. In the future, the Group will engage in the deep development of integrated
marketing and will expand services to overseas companies and companies doing business across the
Taiwan Straits, so as to advance in the business at a stable pace.

Looking to the future, Taishin Financial Holding Co., Ltd. will continuously promote growth in its core
areas of business and reinforce its asset guality as it seeks constant enhancement of the scope of its
business as well as its products and services. These efforts will include the ongoing integration of
businesses and operations among subsidiaries, the continuing expansion of asset scale, the seizing of
leadearship in the introduction of innovative products and businesses, and the reinforcement of
synergies, At the same time, it will pass up no opportunity to expand Taishin's economic scale and
business scope and grasp opportunities for mergers that will reinforce competitiveness, so as to assure
the maintenance of the Taishin Holding Company's leadership in the competitive environment.

Finally, | want to express our appreciation to the consistent support with which each of our shareholders
has favored the Taishin Financial Haolding Co., Ltd. and fo solicit your ongoing care as you confinue to
give us your suppart and guidance. Qur management team will exhaust all of its wisdom and energy
and will strive harder than ever to secure the maximum long-term benefit for our shareholders, our
employees, and our customers,

Chairman

e L,

May 2004
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|l. Introduction

Establishment Date: February 18, 2002
Head Office Location: 44 Chung Shan N. Rd., Sec.2, Taipei, Taiwan

Company history: After the Law Governing Merger of Financial Institutions and the ROC Financial
Holding Company Act were passed, the trend among financial institutions of cross-industry collaboration
through the integration of financial products has emerged. Taishin International Bank Co., Ltd. (referred to as

“Taishin Bank” ), Dah An Commercial Bank Co., Ltd. {referred to as “Dah An Bank” ), Taishin Bills Finance
Co., Ltd. {referred to as “Taishin Bills Finance” ) and Taiwan Securities Company (referred to as “Taiwan
Securities” ) shared a common goal and exchanged equity shares to establish the “Taishin Financial
Holding Co., Ltd. The company was established in different stages. In the first stage, Taishin Bank merged
with Dah An Bank through the exchange of equity shares on February 18 2002 to establish Taishin Financial
Holdings. On December 31, 2002, Taiwan Securities and Taishin Bills Finance were incorporated into Taishin
Financial Holdings as subsidiaries through the exchange of equity shares at the ratio of 1:1.2 and 1:1.3

respectively. In addition, Taishin Asset Management Co., Ltd. (referred to as Taishin Asset Management)
was established in August 2002 by 100% direct investment of Taishin Financial Holdings in a purpose to
relieve the pressure of high NPL ratio and the outstanding non-performing loans. In October, the company
incorparated Taishin Marketing Consultant Co,, Ltd, {referred to as Taishin Marketing) as a subsidiary at the
approval of the Ministry of Finance to stimulate sales and save marketing cost. On September 25, 2003, we
astablished Taisin Venture Capital Investment Co., Ltd. to engage in venture capital businesses.

Il. Organization Chart
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Key functions and responsibilities:

Human Resources Division:
human resources policy planning, personnel administration, evaluation, recruitment, transference, training and
education.

Audit Division:

establishing auditing system, internal control administration, internal audit, and evaluation.

Secretariat Division:

organizing shareholders' meetings, compiling board meeting records, meeting itinerary. meeting agendas, custody of
seals for senior executives, stock registration, itinerary and meetings for senior executives and other ad hoc
assignments.

Corporate Planning Division:
strategic planning. merger and acquisition, strategic alliances, evaluation and management of long-term equity
investment, coordination and ligison of external consultants and relevant parties.

Risk Management Division:
monitoring credit, market and operational risks of Taishin FHC and its subsidiaries.

Finance Division:
administenng financial planning, financing, credil rating, and financial accounting of Taishin FHC and its subsidiaries,
and controlling assels and liabilites as well as cash flow of Taishin FHC and ils subsidiaries.

Communications Division:
managing legal entities” relations with the media.

Investment Management Division:
analysis, consolidation, and management of subsidiaries’ short-term equity and mutual fund investment.

Administration Division:
custody of corporale seal and stamps, documenl acceplance and delivery, transcription and collation, general
administration. repair and maintenance.,

Processing & Servicing Division:
process and system design for Taishin FHC and its subsidiaries, drving operational integration, and building a
common platfarm.

Information Technology Services Division:
development of IT functionality, |T architecture, software and hardware integration of Taishin FHC. and technology-
enabled applications based on banking requirements.

Customer Relations Management Division:
customar information analysis and application, data warehouse planning and installation.

Business Management Division:
business planning and review, defining annual budgeting guidelines and principles, tracking budget execution at all
levels, and coordinating operational issues among subsidiaries.

Wealth Management Gmup:
wealth management program implementation and management, wealth management bank, securities brokerage
service, trust and personal investment products R&D, domestic and overseas financial markets research.

Retail Banking Group:

consumer banking business implementation and management, credit cards, consumer finance, branch marketing.
phone banking, and credit managemeant of consumer finance.

Wholesale Banking Group:

corporate banking implementation and management, corporate financing, fund solicitation, public offering. listing of
stocks in primary market, financial planning of memer and acquisition, foreign exchange, cash management, factoring
service, fixed returm products and derivalives RE&D.
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Ill. Directors, Supervisors & Managers

Directors & Supervisors Managers
Title Representative / Company Title MName
Thomas T.L. Wu President Julius Chen
Chairman
Representative of Bo Rei Co.,Ltd.
Geaneral Manager, Wholesale Banking Group Justin Tsai
Vice Eric T. Wu
Chairman Representative of Ruey-Shin Enterprise Campany Limited General Manager, Retail Banking Group Daniel M. Tsai
Long-Su Lin General Manager, Wealth Management Group K.eh hsiao Lin
Director
Representative of Shin Kong Wu Ho-5u Rescue Foundation
Chief Auditar Diao-Li Lin
o Michelle R.MN. Wu
Irector i
Representative of Tong Shin Co. CFO & Spokesperson Carol Lal
J Li
Yu-Lon Chiao CRO ames Lin
Director
Fepresentative of Chin Chermg Investment Co., Ltd.
Cs0 Danial Wu

_ Chu Chan Wang
Director IO Wealch Lin
Representative of Pan City Co., Ltd.

Senior Vice President, Information Technology Services Division B. R. Ho
Charles W. Y. Wang

Representative of Jaw Heng Co., Ltd.

Director

Senior Vice President, Processing & Servicing Division Ena Swei

Hong Chung-Tung _
Supervisor Senior Vice President, Business Management Division & CRM Division Jim CL L, Jan
Representative of Master Advisor Management Consulting Co., Lid.

Senior Vice President, Risk Management Division Bormin Wang
Henry C.5. Kao

Supervisor _ _
Representative of Bo Rei Co., Ltd.

Senior Vice President, Corporate Planning Division David Chang

Cheng Ching YWu
Supervisor g E Sanior Vice President, Administration Division & Secretariat Division Ming-Man Lin

Representative of Excel Chemical Coporation

Sanior Vice President, Human Resources Division Fevin Huang
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IV. Status of capital and issuance of corporate shares (including preferred shares),
corporate bonds (including overseas bonds), and GDR (as of February, 2003)

( 1) Capital Stock and Shares

(lil) Corporate Bonds

Type of Corporate Bond

Types of Shares
Authorized Capital

R Shares lssued (1,000) Unissued

Shares Shares

Listed Unlisted Total {1,000)
Common Shares 3,756,113 - 3,756,113 5,843 BBT
B-type Preferred Shares - 400,000 400,000 -
Total 3,756,113 400,000 4.156,113 5,843 887

Issued Date

Total
(1,000)
Face Value
9,600,000
400,000
Issued and Listed Place
10,000,000

Maote:

1. Taishin Bank and Dah An Bank jointly established “Taishin Financial Holdings™ through exchange of equity
shares, and merged during the course of establishment. Taishin Bank is the surviving company and Dah An

Bank was dissolved after the merger,

2. 300 million registered A-type preferred shares issued by the Company reached maturity on September 20, 2002
and were recalled by the Company al a face value of NT§10 per share in accordance with corporate charter

and governing regulations.

3. Taiwan Securities and Taishin Bills Finance incorporated into Taishin FHC as subsidiaries through exchange of
common equity shares at a ratio of 1.2:1 and 1.3:1 respectively. The share exchange day was set on December

31, 2002,

( I ) Preferred stocks:

1.The company reported the issuance of 400 milllon registered B-type preferred shares with &
face value of NT$10 per share and a total face value of NT$4 billion, for a cash call, and was
notified via Securities and Futures Commission, Ministry of Finance document (89) Tai Tsal
Cheng (1) No. 43424, dated May 25, 2000, of the effectiveness of the report since May 24,
2000. The collection of payments for the shares was completed on June 30, 2000.

2.The stock dividend and bonus for this issuance of registered B-type preferred shares are
capped at 6.05% per annum, to be paid in cash once a year. There is to be no cumulative
disbursement and the shares may not be converted to commaon shares; they will reach maturity
G years after the date of issuance, at which time they will be recalled by the company, using

profits or the proceeds of new stock issues, at the actual issuing price.

L

Issued Price

Total Amount

Coupon Rate

Guarantar

Trustee

Lnderwriter

Lawyer

Other Rights

Auditors

Amortization Plan

2002 Domestic
Unsecured

Convertible Bond

Sep.13, 2002

NT$100,000

QTC, Tawan

Based on Face Value

MNT$3 Billion

Coupoen rate 0%

Five years, Maturity
date: Sep. 13,2007

MNaone

Bank SinoPac Co.,
Ltd. Trustee Division

Hua Nan Securities
Carp.

Cheng & Lee
Allorneys Al Law

Daloitte Touche
Tahmatsu

Except conversion or
redemption, others will
be payback with cash

until maturity.

2003 Buro

Unsecured
Convartible Bond

Aol 17,2003

LUS$1,000

Luxemoourg

Based on Face Value ;
Over- allolment issues
at 101%

LUS$220mn
(including over-allotment)

Coupon rate 0%

Five years,
Maturity date:
April 17,2008

MNane

Chitibank, N_A.

Citigroup Global
Marzets

Mone

Deloitte Touche
Tohmatsu

Except conversion or
redemption, others will
be payback with cash

untll maturity.

2003 Domestic
Unsecured

Subordinated Debt

December
12282003

NT$10,000,000
NT$50,000,000

QTC, Tawan

Based on Face Value

NT$8 Billiion

Type A coupan rale
3.5% ; Type B coupon
rate 5.7%- " Floating
rate B

T years

Maone

Bank SinoPac Co., Lid.

Mana

Moden Law office

Delaitte Toucha
Tahmaisu

According to terms
and conditions,
payback with cash

ey
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Type of Corporate Bond

Unamortized Principal

Call or Pre -Liquidation
Provisions

Restricted Provisions

Credit Rating Institution,
Rating Date, Bond Rating

Total Amount Converted to
Commaon Stock Until Dec.
31,2003

Issuing and Conversicn
Provisions

Effect To shareholders
when converted

Exchange Objective
Trustee Institution

Maote: Please refar ta page 80

2002 Domestic
Unsecured
Convertible Bond

MT$1.468,900,000

Mote

Mote

Mot

MT$1,531,100,000

Mote

. The maximum

dilution rate is
limitad to 5.06%.

. [f CBs and ECBs
were 100%
converted, EPS
would be reduced
from NTD2.16 to
NTD1.98 and book
value per chare
wolld be increased
from NT$16.09 to
NT$16.27, with
limited impact on
shareholders.

Mate

2003 Euro
Unsecured
Convertible Bond

11S$193,993.000

Mole

Mote

Maody's Baad
April 10,2003

L5$26,007,000

Miste

1. The maximum
dilution rate is
liritad to B.99%,.

2, IfCBs and ECBs

were 100%
converted, EPS
would be reduced
from NTD2.16 to
NTD1.98 and book
value per chare
would be increased
from NT$16.08 to
NT$16.27, with
limited impact on
shareholders.

Mote

2003 Domestic
Unsecured
Subordinated Debt

NT$8,000,000,000

Mote

Mote

Moody's BaaZ, tw
Decermber 17,2003

Mone

Mot

Mote

Content of Convertible Bond

Type of Corporate Bond

Highest

Market Price Lowest

Average

Conversion Price

Izsued Date

Conversion Price on
Issuing Date

Obligations when Converted

Lrit; MTS

2002 Domestic
Unsecured
Convertible Bond

171
118.2

134.9
MTH 15.5

Sep. 13 2002

NTE 15.5

Issue Common Stock

2003 Euro
Lnsecured
Convertible Bond

131
101
112
MTH 20.15

Apr. 17 2003

NTS 21.33

Issue Common Stock

1=
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Team work and specialization leads
optimum efficiency and performance.
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Business Operations

I. Business Activities

1. Taishin Financial Holding Co., Ltd.

Business Scope
Pursuant to Article 36, the ROC Financial Holding Company Act, the business of the Company is
confined to investment and the management of invested businesses.

(1)The company may invest in the following businesses:
A Banking.
8. Bills Finance.
C. Credit Cards .
0 Trust,
E. Insurance.
F. Securities .
5, Futures.
H. Venture Capital.
|. Foreign financial institutions as approved by relevant authorities .
Jo Other finance-related businesses as approved by relevant authorities,

(2)Management of aforementioned invested businesses.

(3)The company may, at the approval of relevant authorities upon application, invest in
businesses other than those specified in (1).

2. Taishin Internatoinal Bank Co., Ltd.

(1)Business Scope
A Acceptance of checking deposits.
B Acceptance of demand deposits.
C Acceptance of time deposits.
0. Issuance of financial debentures.
E.Extension of short-, medium-, and long-term loans.
F. Discounting of bills,
5. Investment in securities.
H.Processing of domestic remittances.
[ Acceptance of commercial drafts.
J.Issuance of domestic letters of credit.
K. Handling of domestic guarantees.
L. Acting as agent for payments and collections.
M. Underwriting of government bonds, treasury bills, corperate bonds, and corporate stocks.
M. Sale of gold bullion and gold and silver coins.
O . Handling of the credit card business.
P Handling of short-term bills brokerage, proprietary dealing, certification, and undenwriting.
2. Handling of custodianship and warehousing.
F.Rental of safe deposit boxes.
5. Provision of agency services related to business items listed on the business license ar
approved by the central government authorities.

T.Handling of export and import financing, general inward and outward remittances, foreign
currency deposits and loans, and guarantees for foreign currency guaranteed payments.

. Trading in derivative financial products approved by the central government authority.

V. Handling of factoring operations approved by the central government authorities,

W.oProvision of guarantees for the issuance of corporate bonds.

#*.Handling of businesses permitted by the Trust Business Law.

Y Proprietary dealing in government bonds.

3. Taiwan Securities Co. Ltd.

(1)Business Scope
The Company provides its clients with a complete spectrum of financial investment services,
such as brokerage, underwriting, fixed income, and transfer agency. An overview introductions
of the operations are:

A. Brokerage:
A service brokering securities (including electronic trading) and stock settlement.

B. Margin Trading:
Offering margin trading and short selling.
C. Proprietary Trading:
Trade TSE ~ OTC securities and emerging stock to maximize profits under controllable risk.
D. Underwriting Service:
Assist corporations ininitial public offerings on the TSE or OTC markets and render consulting
services in overseas investment, tax planning, restructurning, etc.

E. Fixed Income Service:
Dealing with fixed-income related businesses such as proprietary trading, brokerage, and
repo. Trading, underwriting in the primary market, and sales of bond funds. Besides, we also
offer overall and diversified portfolio suggestions of long term and short term capital planning
for the clients.

F. International Service:
Praviding research reports, brokerage services, and consultation services for individual and
institutional foreign investors.

G. Transfer Agency Service:
Render busingss services in stock transfer, shareholders’ meeting, and consulting.

H. Derivatives Service:
Concentrate on spread arbitrage in domestic convertible bonds, warrants, and hedging.

|. Futures Service:

support services for securities-related futures trading and dealing of proprietary securities-
related futures trading.



Business Operations

I. Business Activities

(2)Development of New Products and Services

Since joining the Taishin Financial Holding Co., Ltd., TSC has espoused the goal of providing its
customers with diversified products and a full range of money-management services through
organizational and business integration. It has also worked continuously to develop various kinds
of derivative products and expand new financial markets so as to provide customers with even
more space for capital investment. In response to the opening of the OTC market to linked equity
products, the company has obtained an issuing license and introduced a succession of
structure products; in the future, it will continuously coordinate with the relaxation of laws and
regulations and will apply for gualification to issue overseas-linked structure products and OTC
warrants, and for a license to conduct self-dealing in futures. Approval is also expected in 2003
to operate the bills business. The company will closely follow the pace of deregulation and
continuously introduce new products and services so as to provide customers with a full
spectrum of money-managemeant senvices.

6. Taishin Marketing Consultant Co., Ltd.
(1)Business Scope

Taishin Marketing sells consumer finance products of Taishin Bank, which include mortgage,
personal loans, car loans and credit cards, providing financial planning and comprehensive
professional services to the public.

(2)Development of New Products and Services
Products and services to be developed in the future will focus on selling Taishin Bank's
innovative consumer products and services.

7. Taisin Venture Capital Co., Ltd.
(1)Business Scope

The Taishin Venture Capital Co., Ltd. engages in the venture capital business in accordance with
the Scope and Guidelines for Venture Capital Industry. The Regulations stipulate that the scope
of investment by venture capital firms is limited to technology industries, other venture capital
enterprises, general manufacturing industries, and service industries.

4. Taishin Bills Finance Co., Ltd.

(1)Business Scope
A Certification and underwriting of short-term bills.
5. Brokerage and proprietary trading of short-term bills.
C.Guarantee and endorsement of short-term bills.
0. Interbank loans broker.
E.Corporate finance consultation.
~.Brokerage and proprietary trading of government bonds,

The scope of technology industries as defined in the Regulations is as follows:

A Communications, information, consumer electronics, semiconductors, precision machinery
and automation, aerospace, advanced materials, specialty chemicals and pharmaceuticals,
medicing and health care, pollution prevention, biotechnology, technology semrvices, resources

. Certification and underwriting of financial bonds,

H. Brokerage and proprietary trading of financial bonds.
|.Brokerage and Proprietary trading of corporate bonds.

J. Dernvatives-related business approved by relevant authorities.

(2)Development of New Products and Services

A Trading framework focused on fixed-rate commercial paper (FRCP) will be developed.

B.An online price quotation and ordering business for bills and bonds will be developed.

C.Certification, brokerage, and proprietary trading of corporate bonds and financial debentures
will be developed.

O. The corporate bond brokerage, proprietary trading, and related derivatives businesses will be
developed.

£.Business in interest rate dervatives (IRS, IRO, FRA, etc.) will be developed.

F. The interest-rate-based composite commaodity business will be developed.

5. Taishin Asset Managemant CI'J., Ltd.
(1)Business Scope

The primary activities of Taishin Asset Management include credit transfer, valuation or auction,
management, and outstanding account receivables management for financial institutions.

(2)Development of New Products and Services

Securitization of select non-performing loans: asset securitization, one of the important means of
asset management, could be driven by integrating resources of various affiliates.

and resource development, and advanced sensing.

B.Science-based industries conforming to those listed in Article 3 of the Statute for the
Establishment and Administration of Science Parks.

C.Emerging, important, and strategic industries as listed in Article 8 of the Statute for Upgrading
Industries.

D Other technology industries determined or announced by the Ministry of Finance in
consultation with the competent authority.

Since the use of services for the knowledge economy is indispensable to future industrial
development, at the beginning of 2004 the government broadened the scope of investment by
venture capital enterprises to include service industries, and defined “service industries” to
include R&D and technology services, information services, distribution and shipping, medical
care; health and caregiver services, tourism, travel, and recreation, cultural and creative
services; financial services; communication media services; manpower training and manpower
services, engineering consulting, environmental protection services, and product desian
services.

{(2)Development of New Products and Services

Venture capital may be termed the vanguard of the corporate financing industry. Venture capital
firms first discover start-up companies with potential for development, commercial banks then
provide financing, and following this securities underwriters offer guidance for listing on the OTC
market. These operations allow a financial halding company to manifest the beneficial effects of
integration.
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Business Operations

Il. Market and Business Conditions

1. Taishin Financial Holding Co., Ltd. E. The Rapid Development of Financial Automation
(1)Market Qutlook Financial automation is a product of the integration of financial businesses, operations, and

A. Establishment of Large Financial Holding Companies

The international financial industry is currently developing in the direction of consclidation and
globalization, using consolidation to realize synergies that bring economies of scale and
scope, business diversification, and risk diversification, and making use of mergers and
strategic alliances to achieve product diversification and enlargement of scale. In general.
financial holding companies utilize cross-industry operations and the integration of financial
enterprises under their banner to provide a wider range of financial and money-management
services as they advance along the road to enlargement and globalization.

. The Rise of Consumer Financing

Capital and monetary markets are steadily maturing as the financial sector liberalizes,
internationalizes. and deregulates; as a result. channels of corporate financing are
diversifying by the day and the ratio of direct financing in the capital market is growing by the
year, causing a steady narrowing of the interest-rate spread for banks. Bankers are striving to
kKeep their business growing by aggressively developing products with relatively high
profitability, and consumer financing products that offer stable profits and a low rate of
default, such as home loans, credit-card credit, and auto loans, are drawing their attention.

. The Budding Trend of Wealth Management

With the economy maoving toward recovery and financial products toward diversification and
dglobalization, the demand for asset management by the wealthy is growing by the day. The
pecple of Taiwan and overseas Taiwanese business people, especially, have formed a
customer group with strong potential, and financial holding companies are using their
advantages of rich capital and huge resocurces to develop this wealth management market
segment by offering more prastigious products and services. This not only satisfies the needs
of wealthy customers but also allows financial holding companias to build up the scale of their
asset management and increase their commission income.

. Development of the Investment Banking Business

Among the most important elements in the strategy of income diversification that has been
adopted in response to financial liberalization, internationalization, and the multiplication of
corporate funding channels is the development of investment banking, which can provide
companias with the issuance of bonds, assistance in the listing of shares, help in mergears and
acquisitions, planning for debt-equity swaps, the issuance of commercial paper, interest rate
swaps. and loan transfers, at the same time. it can assist with the issuance of local
government bonds, the use of money-management professionals for the marketing of all kinds
of financial products to custormers, and the management of funds on behalf of clients. With the
populanty of outward investment by Taiwanese enterprises, the steady increase in trading in
domestic and overseas financial products, the growing intemationalization of corporate
operations, and the rapid accumulation of wealth by Taiwan's people, the diversification and
depth of the demand for portfolio management are certain to expand rapidly.

management with computers, information, and related technologies. Globalization,
securtization, and digitization have become trends in the financial industry, and the industry
depends on computers and information technology for international financial guotations,
trading contracts, securties settlements, and the payment of transaction funds as the only
way to realize large increases In trading efficiency, liquidity, and security. Bank internal
controls, human resocurces management, accounting operations, general business
operations, and other terminal and peripheral equipment are in urgent need of
computerization so as to facilitate the enhancement of operating efficiency, the reduction of
manpower costs, and the strengthening of competitiveneass,

(2)Development of Various Financial Products
Competition in the financial industry will grow steadily more intense in the future, and under the
“user pays customer orientation service-type operations that produce non-interest income will
be emphasized. The ratio of income from such operations will increase gradually, and most of
the new products offered will be brought in from abroad. The market will become more
diversified, and the orientation will be toward market demand.

With the government's relaxation of financial controls, the increase in the number of operators,
and the promotion of privatization in the financial industry, competition will focus not only on
pricing factors but will also include service quality, manpower ftraining, and product
development. These trends will bring Taiwan's financial industry to greater maturity.

2. Taishin International Bank Co., Ltd.
(1)Market Analysis

A. Economic Analysis

Despite the ravages of terrorist attacks and contagious diseases such as mad cow disease
and avian flu, as well as the continued impact on the international economy of the structural
unemployment problem brought on by alobal integration, thanks to the support of strong
market demand the global economy maintained the strong force of recovery that began in
2004, According to an economic situation report issued by the U.S. Federal Reserve in early
March, the current economic axpansion will continueg until the and of the year. In Europe, the
consumer confidence index for the euro area in February, and the manufacturer confidence
inclex as well, were on the rise; because of this, the European Central Bank optimistically
forecast that if development continues under the current conditions, eurc-area countriegs will
exhibit stronger growth in the next few months even without a cut in interest rates to offset the
negative economic influence of the strong euro. Overall, world economic performance this
year is expected to be good.
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Il. Market and Business Conditions

In Taiwan, the economy benefited from the rise in international economic activity, with greatly
increased market demand leading exports, production, finance, and related industries, The
growing effect of the stimulative programs that had been inaugurated earlier stimulated an
expansion in domestic demand. Despite the dissention that resulted from the presidential
glection and gave rise to instability in the political situation, the economic situation can be
expected o return to normality once the curtain falls on the political problems. Data from the
Directorate General of Budget, Accounting and Statistics show that the economy grew at a
rate of 3.24% in 2003, industrial production increased at an annual rate of 5.5%, and
manufacturing production expanded by 5.4%. The economy 1s forecast to grow at a rate of
4. 7d% in 2004,

. Financial Conditions

Although Fed Chairman Greenspan stated publicly that interest rates should be hiked in order
to maintain long-term economic stability, with economic growth effectively leading an
increase in employment and with the American presidential election coming at the end of the
year, outsiders expect that the U.S. monetary policymakers will maintain the current loose-
money policy. In another aspect, it is generally felt that the European Central Bank, based on
the improvement in confidence indicators, will adopt a stable monetary policy and wait for the
economy to strengthen. For this reason it can be expected that the chance of a large increase
in overall international interest rates is not very great.

In regard to Taiwan's domestic interest rates, with the United States maintaining present
interest rate levels and with no appreciable inflationary pressure, the Central Bank will hold to
a loose monetary policy; with the expectation of a continued warming up of the stock and real
gstate markets, however, therg is a possibility that real interest rates in the market will rise,

In the area of foreign exchange rates, with the uncertainty of the Iragi situation there is a high
possibility that the LS. dollar will continue its adjustment. The recent export boom has
already put heavy pressure for appraciation on the NT Dollar, and it is expectad that a rise is
inevitable. With the Central Bank's entry into the market to maintain export competitivenass,
however, the NT Dollar will likely continue strengthening at a slow pace.

(2) Business Performance
A. Deposits

The amount of deposits in the Bank at the end of 2003 {excluding postal savings deposits)
stood at NT$384 493 million, up NT$HE3,630 million over the end of 2002, In the structure of
these deposits, checking deposits accounted for NT$3,512 million, or 0.91% of the total;
demand deposits amounted to NT$128,132 million, making up 33.32%:; time deposits were
MNT$234,043 million, or 60.88%; and transferable deposits made up NT$18,806 million, or
4 89% of the total.

B. Loans

The Bank's loans outstanding (excluding loans for collection and purchased remittances) at
the end of 2003 totaled NT$396,743 million, compared with the end of the previous year, this
was an increase of NT$58,131 million. Categorized by term, short-term loans at the end of the
year amounted to NTE120,903 million, or 30.47% of the total; medium-term loans stood at
NT$H146,650 million, accounting for 36.96% of the overall amount; and long-term loans made
up NT$128,321 million, or 32.35% of the total. Overdrafts amounted to NT$867 million, or
0.22%.

. Guarantees

The Bank had NT$23,272 million in guarantees outstanding at the end of 2003; this was a
reduction of NT$4.354 million from a year sarlier, for a negative growth rate of 15.76%.

. Foreign Exchange

The total value of foreign exchange transactions undertaken by the Bank during 2003 was
LS$H18,376 million, In this total, remittances amounted to US$14,792 million, accounting for
80.50% of the total foreign exchange business; import transactions contributed US$1,096
million, accounting for 5.96%; export transactions made up US3$840 million, or 4.57%; and
foreign-currency loans and guarantees accountad for US$1,648 million, or 8.97% of the total.

E. Short-term Bills Trading

The total value of shori-term bills trading undertaken by the Bank in 2003 was NT$626,440
million, Categorized by type of instrument, trading in bankers acceptances amounted to
NTE789 million, accounting for 0.13% of the total, commercial paper transactions accounted
for NT$243,680 million, or 38.90%,; dealing in negotiable certificates of deposit made up
NTH168,475 million, or 26.89%; and dealing in treasury bills contributed NT$213,499 million,
or 34.08% of the total amount.

F. Credit Cards

A total of 4,117 437 valid credit cards issued by the Bank were in circulation at the end of
2003; this was an increase of 750,575 over the end of the previous year, for a growth of 22%.
The amount of consumption using these cards in 2003 was NTE115,112 million; this was an
increase of NTE14,345 million over 2002, for a growth of 149,

K
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Business Operations

Il. Market and Business Conditions

3. Taiwan Securities Co., Ltd.
(1)Main market and primary products {services)

(3)Business Objective
Faced with the market changes brought on by a new wave of consolidation moves by financial

=30

This company is a8 consolidated securities house with a list of business items that includes
brokerage channels, proprietary trading, underwriting, bonds, stock registration and transfer
services, trust transactions, issuance of warrants, and provision of investors and capital
consumers with professional and comprehensive securities investment services, Since the
primary brokerage income of a securities house is determined by its market share, the largest its
share of the brokerage market the larger will be its profits. Proprietary dealing is investment in
sacurities dealing by the company itself in the purchase and sale of securities; there is no
provision of services to customers, nor is there any delineation of service areas. Underwriting
and stock registration and transfer services are provided to publicly issued companies and to all
their investors, with a service area that covers all of Talwan.

At the end of 2003 the company had 53 business locations throughout Taiwan, with customers
concentrated mainly in the Greater Taipei (with 21 locations) and Taoyuarn/Hsinchu/Miaoli (with
13 locations) areas,

(2)Future Status of Supply in the Financial Market

A, Supply side;

Major securities houses are constantly reorganizing and consolidating to facilitate a
continuous enhancement of their market competitiveness, an increase in their usable
resources, and the expansion of their business scope. They are also emphasizing the
reinforcement of the diversified money-management services made available through the
internal integration of products within financial halding companies. What confronts securities
houses today is a continuous shrinkage of traditional profit niches in a market that features a
constant enlargement of scale; for this reason, in the future the brokerage operating model
will be used to develop markets for new financial products and the concept of integrated
channel marketing will be used to move toward full-spectrum marketing and efficiency
integration.

B. Demand side:

Following a long perod of slumping investment, capital flows into the market in large amounts
and the scope of investment by the public also becomes more diversified. Thanks to the
opening up of new financial products in recent years, the investing public no longer puts its
money into the traditional capital market alone but tums to a diversity of new products. With
attention to both risk avoidance and new channels for diversified investment, investars strive
to create maximized return that conforms to different stages and varying investment needs.
The key to long-term development for securities houses, therefore, is to provide a full
spectrum of money management and diversified product channels that meet consumer
needs.

holding companies, the main operating objectives of Taiwan Securities in the future will be to
reinforce the cross-marketing of financial products, develop new financial products, and expand
emearging markets. In the reinforcement of cross-marketing, since becoming a member of the
TFH group the company has successfully utilized the benefits of intemal synergy to provide
customers with a full spectrum of money management services, giving them a diversity of
products and comprehensive monay management planning services to satisfy their needs. In the
development of new financial products, Taiwan Securities is exerting constant efforts toward new
product planning; in addition to acquiring licenses for the issuance of various products, it is also
working aggressively toward the issuance of warrants and structure products, hoping to satisfy
the market in terms of both product quality and guantity. In the area of market expansiom, the
company continuously adds new business locations that provide customers with a more
convenient investmeant environment; and, in ling with deregulation, a preparatory office for futures
management has been set up, and planning for the development of this emerging market is
being carried out. Another of the company's objectives is to enlarge its market share and strive
for advancement in both the emerging and original markets by providing a full range of financial
products and services.

4. Taishin Bills Finance Co., Ltd.
(1)Main market and primary products (services)

Paints of sales include the head office in Taipel, Tainan Branch and Taichung Branch,

(2)Future Status of Supply in the Financial Market

Even as the economic upturn remained week under the lingering effects of the previous slump,
the impact of the severe acute respiratory syndrome (SARS) epidemic early in the year sant the
waorld into a near panic that plunged the global economy to the depths of recession before it
bottomed out and turmed upward again. With Taiwan's own economic recovery remaining
uncertain, carporate investment willingness stayed at a low level and no improvement was
recorded in the annual increase of bank loans and investments. The government mowved to
improve the structures of financial institutions by asking them to write off bad loans and reduce
their non-performing-loan ratios in 2002, As a result, the NPL ratio dropped from 6.12% the
previous year to 4.33% in 2003, thus throwing off a heavy burden in the operations of financial
institutions.

In addition to the writing off of bad loans, another method of lowering the NPL ratio is to increase
the amount of cutstanding loans, and under a conservative style of operation, the switching from
guarantees to the extension of short-term loans is a means that shows easy results. But this leads
to a sharp reduction in sources of bills in the market, a situation which is made worse by the
successive restrictions imposed on the guarantee business of bills finance companies. The result
is to constrict the profits of such companies even more,
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Following sewveral interest rate cuts during 2002 and 2001, the Central Bank once again lowered
the rediscount rate and secured loan rate by 0.25% in June 2003, to 1.375% and 1.75%,
respectively, and announced that the loose-money policy would be maintained. This forced the
interest rate on short-term bills and the overnight call rate down to 1.03% and 1.025%,
respectively. Such a low level of interest rates is not necessarly good news for companies that
want to raise funds, with today's open financial system and diversified fund-raising channels,
companies do not have to depend on short-term capital to supply their funding needs. Instead,
they can go to the capital market for medium- and long-term low-interest funds. This situation has
contracted the supply of bills available to bills finance companies even morg, and with the
vicious competition in the monetary market, profits for such companies are shaved paper-thin.

However, the authorities opened more types of business to bills finance companies dunng this
yvear: New Taiwan Dollar interest rate swaps (IRSs) and NT Dollar forward rate agresments
(FRAs), along with other financial products. This opens up ancther window of opportunity for bills
finance companies; in today's environment of accelerated deregulation, diversified financial
products will be important items of business for bills finance companies and major factors in the
development of the monetary market.

In the bonds business, trading methods on the bond market have already changed from the
traditional manual trading to electronic trading and this has, to a large extent, replaced the past
opague trading channels. The authorities have decreed thal beginning next year, however, the
undertaking of bond repurchase (RP) transactions by bills finance companies will switch to the
financing method, the accounting system of which will have such a reforming influence that the
RP trading as tax-avoidance channel of RP trading. The profit available to bills finance
companies undertaking this business will be greatly affected. In addition, bills finance
companies will have to assess the bonds they hold at market value each month, which will
intensify profit fluctuations and bring about major changes in the bond business undertaken by
bills finance companies.

With interest rates at such a low level, domestic bond funds have become an investment
instrument that offers a relatively high rate of return. This has brought about a major expansion in
the scale of bond funds-and, at the same time, has increased pressure to find suitable objects
for investment, In addition to central government bonds, financial debentures issued by financial
institutions, and corporate bonds issued by companies have become objects sought out for
investment by bond funds. especially with the advantage offered by the cancellation of taxes on
transactions in financial debentures and corporate bonds. For bills finance companies, this is a
powerful factor in enlivening he secondary market. In terms of return and security, bonds are
much better than bills, considering their insufficiency of supply and their paper-thin profits. Given
the current recovery of the economy, however, interest rates will necessarily turn upward,; and for
oills finance companies and their operation in interest-rate instruments, the strengthening of the
bond brokerage business will be a major factor in bond market operations in the future.

Il. Market and Business Conditions

(3)Business Objectives

The Company's short-, medium-, and long-term development plans, adopted to cope with
market competition, to promote business, and to reinforce the corporate structure, are as follows:

A, Short-term goals:

s Continued upgrading of service quality and operating efficiency, and establishment of a good
reputation,

* Reinforcement of loan extension and strict credit investiaation, and carrying through with risk
controls.

= Cultivation of blue-chip customers and vigorous solicitation of outstanding clients, and
increased depth of business relations,

= Strengthened personnel training, development of financial personnel, and establishment of an
image of corporate professionalism.

B. Medium-term goals:

» [nauguration of new types of business and provision of customers with a more diversified
range of financial services,

» Assurance of the security and accuracy of transaction data, strict observance of secrecy
rules, and heightemng of service quality.

s Establishment of outstanding trust, participation in credit rating activities, and solicitation of a
good credit rating.

» Implementation of the target management system and enhancement of management and
operating efficiency.

C. Long-term goals:

» Enhancement of the reputation of the operating team, introduction of benevolent market
competition, and increased influence in financial markets.

» Reinforcemeant of information service functions and upgrading of service sefficiency so as to
cope with the rapidly changing financial environment.

" Aggressive development and promaotion of foreign-currency bills, bonds, mutual funds, and
other financial instruments,

» Utilization of the financial holding company's resources to pursue growth in business
performance and create reasonable profits.

5. Taishin Asset Management Co., Ltd.
(1)Main market for primary products (services)

Taishin Asset Management offers a wide range of products, from debt transfer, valuation or
auction, management, account receivables factoring, overdue account receivables management,
and related busingss, Currently, the company purchases and restructures non-performing loans
from financial institutions within a reasonable period of time for maximal value of recovery.
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Il. Market and Business Conditions

(2)Future Status of Supply in the Financial Market 6. Taishin Marketing Consultant Co., Ltd.
To get rid of the long-term abuses that have plagued Taiwan's financial system, the government

proposed a “Two-Five-Eight” financial reform program that was designed to run for two years
and bring the NPL ratio in all financial institutions to below 5%. The program is already achieving
concrete results. Statistics show that the MPL ratio in Taiwan banks was 4.33% at the end of

{1)Main market for primary products (services)
Taishin Marketing Consultant Company sets up its business locations across the northern,
central and southern parts of Taiwan:

2003, with a total amount of NPLs of about NT$630.6 billion. OF all banks on the island, 26% still A. North District (Panchiao, Tu Cheng, Chu Bei)

had NPLs above 5%:; if all of the banks can bring their NPL ratio below 6% by the end of 2004, B. Central District (Yuan Lin, Tou Liu, Tao Fung)

then they will have to dispose of approximately MT$400 billion in bad debt by that time. While the C. South District (Tainan, Nan Tze, Wu Fu, Shin Ying)

domestic market for bad assets is large, it is also inhabited by a large number of competitors.

The American companies Cerberus, Merrill Lynch, Lehman Brothers, GE Capital, and Lonestar (2)Future Status of Supply in the Financial Market

have all succeeded in buying bad bank debt in amounts of several billion to several dozen billion Competition in the financial industry will become steadily more intense, and as a result of the
NT dollars each; among domestic companies, Taiwan Asset Management and China vigorous promotion of consumer financing by different banks and the rise of consumer
Development have purchased NT$90.8 bilion and NT$70.7 billion, respectively., Competition in consciousness, banks will be faced with price competition and a shrinking interest rate spread.
the domestic bad debt market is becoming mare and more intense. Under the “user pays™ consumer orientation, the focus of business development in the future

(3)Busi Obiecti will be primarily on non-interest-producing service businesses.
usiness Ubjectives

The government has expended a lot of energy in recent years to reform the operating structures
of Taiwan's financial institutions. Besides using the Financial Restructuring Fund to help

With the marketing of products with a high interest-rate spread and the improvement of
commission income as its primary objectives, the financial industry will need to adopt a market
demand orientation and work vigorously to develop new types of financial products to meet the

community level financial institutions resolve their NPL problems, the government has also _ ) _ _
diversified needs of the market, as well as to enhance the quality of services.

aranted, in the Financial Institutions Merger Law, a legal basis for the dispoasition of the bad loans
of financial institutions by asset management companies. The aim is to alleviate the increasingly {3)Business Dhjactivas

serious problem of NPLs in the domestic banking system, In coordination with the Taishin Intermational Bank's development of the consumer financing
business, the core business will be the marketing of personal loans and the key products will be
subordinated loans, auto loans, credit-card credit, and cash cards.

Although the asset management company system has only recently begun taking shape in
Taiwan, the high level of bad assets on the island—NTH400 billion—will surely attract the entry of

more domestic and foreign institutions. The short-, medium- and long-term plans that the AMC o )
has set to capture a foothold in this business are as follows: 7. Taisin Venture Capital Investment Co., Ltd.

(1)Main market for primary products (services)
Divided by area of investment, venture capital funds will concentrate primarily on the Taiwan area
and secondarily on areas with opportunities for strategic alliances and economic efficiencies with
Taiwanese industries: the United States, Europe, and other Asian areas. In general, planning

A, Short-term gnals:
To help the TFHC affiliate Taishin Intemational Bank resclve its bad-loan problems, reduce
the expense and time for the court auction process that the Bank would need to resolve the
problem itself, permit it to recover cash at an early date, reduce the amount of its NPLs, and

) . . . ) .
improve its financial structure. calls for the investrment of 80% of venture capital funds in Taiwan and 20% overseas.

8. Medium-term goals: (2)Future Status of Supply in the Financial Market
= Help the government resolve the bad-asset problem facing the overall domestic financial Viewed from the aspect of global industrial development, high-tech industries will continue to be
environment. the mainstream of development in the future. The slump that has shadowed markets in the past

few years, however, has led to the under-estimation of the value of numerous enterprises with

= Develop professional personnel and link with the international market. _ _ _ _ _
high growth potential. Only venture capital with long-term deployment will be able to take full

C. Long-term goals:
= Develop other business items in line with the purchase of bad assets, such as value-
assessment services, real estate investment consultancy, and the leasing business.

advantage of these industries with their long-term growth opportunities.

In addition to this, the cluster effect in Taiwan can strengthen the island's overall competitiveness,
and investment in Taiwanese companies at home or abroad, and stimulation of their growth and
= To become a leader in Taiwan's bad-asset investment and management industry. development in Taiwan, will bring a considerable return. The fields in which this VC company
plans to invest are primarily in high-tech industries, with investment in such Talwanese companias

accounting for B0% of total investment.
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Il. Market and Business Conditions

Judaing from the current state of the venture capital industry in Taiwan, the poor economic
performance at home and abroad in 2002 led to weak investment willingness and investment
was low in both number of cases and in amounts that year. The expectation of continued
economic recovery in 2003, however, provided the best opportunity for venture capital
companies with their emphasis on medium-and long-term investment, and lucrative retums on
this investment are expected over the next several years.

(3)Business Objectives

In the overall planning for utilization of investment funds, this VC fund plans to put 30% of its
investment in companies during their start-up stage, 20% during their expansion stage, and 50%
during their mature stage. In terms of industries, the emphasis will be on investment in four major
categories: communications and other |IT industries, the IC industry, the opto-electronics
industry, and the software and biochemical industries. Investment targets will be unlisted
companies in Taiwan, and Taiwanese and American companies in the start-up and growth
stages, The model of bringing new start-ups companies or teams from Europe and America to
Taiwan for development will be adopted, with the aim of developing new technology enterprises
in cooperation with Taiwanese companies, An estimated 80% of all available capital will be
invested in Taiwan.

IIl. Number, Average Seniority, Average age and Education of Employees for past two years

Education {%)
Fiscal Year 2003 | 2002 Fiscal Year 2003 2002
Staff 8,508 6,850 Master's & Ph.D. 6.9% 6.7%
No. Employees Woaorkers 138 102 University/College 80.4% 78.3%
Total 8,646 6,952
Average Seniority (vears) 3.2 36 Senior High 13.6% 14.8%
Average Age (Years) 0.8 6 Under Senior High 0.2% 0.2%

IV. Risk Management

Risk management policy for the financial holding company and its
subsidiaries, and methods of risk control and assessment

All of the subsidiaries operating under the banner of the financial holding company are engagead in
businesses related to finance. The risks that they face include credit risk, market risk, and other risks
related to law and operations that go under the general title of operational risk. The scope of risk
managemeant is therefore relatively broad, encompassing the establishment and implementation of
systems and measures adopted by each of the subsidiaries according to its own business
charactenstics, as well as the establishment of integrated risk management policies and risk
management organizational frameworks at the holding company level. Overall risk in group operations
is comprehensively and effectively controlled in this way.

1. Credit Risk Management
{1)Corporate banking:

A Establishment of loan target customers, enhancement of profitability, and strengthened
development of the business performance of low-risk businesses so as to heighten risk-
bearing capability and lower overall risk.

B. Reinforcement of the content of credit analysis and credit investigation, and evaluation of
related personnel training.

C. Reinforcement of the internal credit rating mechanism.

D. Strengthening of post-loan management and the review system.

t. Establishment of an individual and overall credit risk assessment mechanism for securities
underwriting and investment positions,

F. Establishment and control of sector risk limits.

. Establishment and control of business group risk limits.

H. Individual control measures for special risks (ratio limits for loans secured by shares and total
exposure quotas, follow-up of shareholding ratios, and items to watch for in land and building
loans and post-loan management).

|, Establishment of an early-warning systerm and reporting and contral system for abnormally
operating clients.

J. Dedicated performance management for bad assets.

{2)Retail banking:

A, Establishment of control indicators for different products: profitability, NPL ratios for loans of
different terms, bad debt forecasting, bad debt recovery, etc.

E. Use of a points system.

C, Continued strengthening of the review systam.

D. Regular review of loan condition risk.

E. Regular follow-up and review of NPLs and loans for collection, and analysis of divergences
from set indicators.

F. Observation and analysis of non-performing and fraudulent cases.

5. Continued strengthening of personnel of risk management units.

H. Strengathening of the effectiveness of loan collection.

| Accelerated disposition of loan collateral.

2. Market Risk Management
Market risk is strictly controlled for the investment portfolios and trading positions of the financial
products held by different subsidiaries, and for the risks associated with fluctuations in interest rates
and exchanges rates, by using market to market and value at risk (VAR) calculations. For
derivatives, exposure quotas (PSRs) are established for risks associated with the credit risk for
counterparts arising from losses so as to control the risk of trading losses within a reasonable limit.

3. Operational Risk Management
Other risks due to losses caused by operating errors, legal risks, and the risk of loss of reputation
are handled by minimizing the possibility of error through the concentration and standardization of
business services. In addition, the effectiveness and independence of the internal contral and
auditing system are continuously strengthened so as to provide reasonable control of operating risk.
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Business and Funds Utilization Plans

I. Business Plans

1. Taishin Financial Holding Co., Ltd.

(1)To integrate operation of all subsidiaries and group resources, the company has
set up seven committees to coordinate operations and decision-making.
The committees and their respective functions are described as follows:
A Policy Committee:
Responsible for long-term development planning and supervision of each business unit to
maximize performance and execute strategic plans.

B. Customer Relationship Management Committee:
Responsible for the development and integration of relevant technologies and application of

® Full-spectrum services and the provision of tailor-made products will be used to enhance
relations with customers. The issuance of the Infinite Card will be used, for example, to deepen
relations with the affluent customer group,

B. Wholesale Banking Group

®There are six divisions under this group: Corporate Banking Market Division, Corporate
Banking Asset Managment Division, Finance Division, Capital Market Division, Corporate
Banking Business Management Division and Overseas Branches Business Division,

» A customer relations management (CEM) platform will be set up to assure the provision of
more customized services to existing and potential customers, so that all individual customers

data warehouse, CRM, and data mining for each subsidiary to enhance their marketing will have access to convenient, secure, low-cost, and considerate financial services.
efficiency. C. Retail Banking Group

C. Asset and Liability Management Committee: *» There are seven divisions under this group: Branch Management Division, Credit Card
Responsible for effective management of capital resource, maintenance of adequate liquidity Division, Consumer Lending Division, SME-EC Finance Division, Cash Card Division, Retail
to insure long-term eamings stability, and adjustment of business strategy If necessary. Banking Credit Division and Retail Banking Marketing & Product Development Division.

0. Human Resource Committee: = Corporate banking, and securities and capital market services, will be combined for the
Responsible for mapping out major human resources strategy and implementation of major development of a set of brand-new integrated financial services for Taiwan's small and medium
human resources projects. enterprises.

E. Administration Committee: » The Corporate Banking Business Division will provide integrated solutions, from consulting
Responsible for management and utilization of administrative resources of all subsidiaries, services, risk management, and loans to the raising of funds on the capital market.

improvemeant of overall administrative efficiency and minimization of administrative cost.
(3)Key operating plans: To enhance the synergy effect and management quality, and to

reduce costs, the following plans will be vigorously implemented during this year:
A Brand re-engineering and reinforcemeant of brand image.

F. Information Technology and Operation Processing Committee:
Responsible for the integrating information and operation of all subsidiaries, enhancing
operation automation and computernzation, and defining strategy and direction for information

and operation consolidation. 8. Full utilization of CEM and the creation of customer value.

C. Installation of the Basel || and Sungard systems,

G. Investor Relationship Committee:
P D, second-stage development of the FNS system.

Responsible for gathering internal information to respond to investors' requested for information,
collecting market research and analyses prepared by institutional investors on our company and
monitoring foreign share ownership, share price fluctuation and our competitor's market position.

E.Completion of the isolated backup project to assure system stability and information safety.
F.Financial holding group synergies will be heightened and resources will be integrated to
reduce operating costs,
(2)To achieve the strategic goal of customer orientation, customers are divided into G A performance-oriented bonus system will be implemented to enhance employee productivity.
the fﬂllnwing three business groups, in terms of nperating framework and
urganlzatlﬂnal dEplﬂj’ﬂ'IEﬂt, aci:urdlng to their characteristics. T-EI'QE'I: customers
are focused on the affluent customer group, consumer loans, branch operations, 2. Taishin International Bank Co., Ltd.

and medium-sized enterprises. (1)Organizational Development Plans

A. Wealth Management Group The committees and their respective functions are described as follows:

= There are four division under this group: Investment & Research Division, Financial Product
Division, Security Brokerage Division and Weaith Management Division. A. Business Units
o |0 2003 the Bank had a total of 93 business unils.

= Special investment products that combine the professional advantages of Taishin Bank and
» The number of wealth management banks through the island totaled 28, of which nine were

Taiwan Securities will be introduced, and professional services will be provided to affluent,

personal, and corporate securities customers. flagship banks.

= All outstanding investment products will be marketed through the channels of business " One to five Personal Banking Cenlers are lo be added in 2004,

enfities under the holding company's banner, providing fast, convenient, and appropriate
assistance to costumers so s to achieve the goal of wealth management.

* The number of Convenience Banking Service Points reached 275 in 2003,
» The number of Convenience Banking Service Points is projected to reach 1,200 in 2004,

a0 al
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I. Business Plans

B. Management Units

= A Personal Loan Service Department, and under it a Basel Task Force, was set up in the
Retail Banking Credit Division,

= The Chinese name of the Credit Card Business Credit Management Department of the Credit
Card Division was changed.

= A Telephone Banking Department was set up in the Branch Management Division,

= The Finance Division was restructured, with the Funds Trading Department, Finance Markets
Department. Financial Products Department, Financial Trading Department, and Bond Capital
Market Department placed under it.

= A Trust Assets Operations Department was set up under the Wealth Management Division.

= The Information Technology Service Division was reorganized and the Systems Development
Department 1, Systems Development Departmeant 2, Systems Support Department, Management
section, Core Systems Business Section, Core Systems Information Section, and Knowledge
Management Department placed under its junsdiction.

= A Trust Assets Department was set up under the Wealth Management Division.

= A Cash Card Division, and under it a Cash Card Management Department and the business
regions. was set up in the Retail Banking Group.

A new Product Marketing Department was set up under the Corporate Banking business
Management Division,

(2)Business Development Plans
A. Retail Banking
Deposits and Remittances

s Branch channels will be standardized to reduce management and marketing costs and
enhance profits for shareholders.

» Branch channels will be used to provide customers with professional banking services and
consultation so as to increase the production value of marketing.

» The convenience banking business will be aggressively promoted.

s Branch personnel will be trained to become full-spectrum business managers and
outstanding portfolio management specialists, thus achieving performance management and
personal performance,

* The promotion of low-cost service platforms will be strengthened to realize the synergy
effect.

= The incentive system will be made transparent to boost high-contribution personneal,

» The resources of the financial holding company will be used to reinforce cross-marketing.

s A plan for alliances with other industries will be developed to provide one-stop-shopping
department-store banking services and create profits,

" Service products that produce commission income will e developed.

s Customer segmentation will be used to develop auxiliary functions for IO cards and
customers will be attracted with different value-added products so as to take advantage of
sales opportunities.

L

= An “Open Money Management Bank™ will be developed to create new sales channels not
subject to space limitations.

m E-commerce will be used to provide distant personal portfolioc management consultation
sBrvices.

s An ATM network platform mechanism will be developed to provide for the sale of fund,
insurance, and other products.

Consumer Banking

= High-income products will be emphasized in the expansion of market share for key products
and heighten return on assets.

= Direct marketing personneal will be increased and reinforced,

= Mew products will be introduced in ling with market need so as to expand sales channels.

s The goal of marketing will be placed on the maintenance of long-term relations with
customers.

= The CRM database will be used appropriately for marketing.
Credit Cards

= The number of valid cards in circulation, and the amount of consumption using them, will be
greatly increased to consolidate the Bank's strategic position in the market.

» [ncome will be increased so as to achieve profit targets.
= Risk management will be thoroughly implementad.

B. Corporate Banking

Corporate Loans

= Relationships will be cultivated with a customer orientation, and the SEM/RM/PM models will be
used to provide target customers with a complete range of financial solutions and consulting
services.

= Key a/c and mid-corp medium-sized and large customer groups will be provided SRM/RM/PM
integrated banking, securities, bills, and innovative products with the aim of satisfying
customer demand with customized products.

= A selective service strategy will be adopted for other banks.

= For small enterprises, the emphasis will be placed on self-compensating financing.

= Taiwanease businesses overseas and in mainland China will be offered financial services in
combination with the Hong Kong Branch and the Taipei OBLU.

Foreign Exchange

= Development will continue of corporate and personal electronic banking foreign exchange
products such as e-Trade import and export services,

= Foreign exchange operating proceduras will be improved, and the Mis Fax/Mail Server will
be used to provide customers with real-time transmission services.

= Mew foreign exchange products will continue to be introduced, and high-income products
will be promoted,

= Cooperation with business units will be strengthened for the joint promotion of the forgian
exchange business and produce the different units and customers with high-quality services.
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* The promation of self-compensating trade financing businesses will be continued.

» Existing overseas securities businesses will continue to be deepened.

" In coordination with the establishment of the Syndicated Loan Team, the Bank will strive for
the right to act as head bank for international syndicated loans to emerging technology
companies and blue-chip loan customers so as to increase commission and interest income.

" n line with business development, the Bank will pursue business relations with Taiwanese
businesses operating in eastern and southern China.

» Strategic alliances and cooperation with mainland Chinese banks and foreign banks in China
will be strengthened, and the promotion of cross-straits financial business will be stepped
up.

* Preparations will be made for the establishment of a Los Angeles branch, and the extension
of the Bank's customer services across the Pacific 1s expected to come by the end of 2004,

» Vietnam and other overseas locations will be evaluated for the establishment of branches so
as to carry through with the Bank's policy of internationalization.

C. Wealth Management and Trust Operations
Wealth Management Banking

s The financial planning business model will continue to be developed and the customer-
oriented “one-on-one intelligent money management” principle will be emphasized.

» The financial consultant certification system will continue to by promoted to effect a major
strengthening of financial consulting capability.

» The number of financial advisors will be increased and outstanding portfolio managers with
experience will be recruited.

» New demonstration centers will continue to be developed and will be fully utilized to organize
actlivities s0 as to cement the loyalty of customers and increase the number of wealth
management banking clients.

= The amount of assets entrusted to managers by customers will be increased.

Trust Business

s The promotion of securnties trust will be continued so as to maintain the Bank's leadership in
the market and expand market share.

* The specific money trust function will be strengthened and the scale of trust assets
expanded.

® Trust consultant functions will be developed and reinforced.

= A real estate securitization commissioning platfiorm will be established and related
businesses will be promoted.

" A newly established OBU account investment fund service will continue to satisfy customer
demand for full-spectrum portfolio management sernvices.,

» Diversified outstanding fund products will be introduced to provide customers with a range of
investment options.

T

= Customers will continue to be provided with information on fund products, and the latest
market information and product quotations will be added at all times to strengthen services to
customers.

= Various kinds of fund promotion activities will be designed fo provide customers with all sorts

of preferential investments with the aim of heightening interaction with customers.

Utilization of Trust Assets

* The development and introduction of new structure bond products will be continued.

= All types of centralized management and utilization as ell as individual management
accounts will be increased so as to boost the completeness of product lines,

= Internal and external holding company partnership relations will be promoted so as to
augment trust asset management capabilities.

" The efficiency of the settlement and clearing business will be reinforced and a realtime
storage onling information system will be established to strengthen customer services.

= Customer characteristics will be secured and target customers will be cultivated; channels of
all kinds will be used to strengthen interchange with customers and provide them with the
maost suitable products.

D. Assets and Liabilities Management, and Funds Utilization

The assets and liabilities managemeant system will be strengthensd to make management
more effective.
Sources of funds will be diversified and used flexibly in line with business development,

The internal risk control mechanism will be strengthened in coordination with system
establishment.

Diversified investment will be carmied out within the limits of the law.

Deposit products will be diversified and customer groups will be cultivated.

Financial product innovation will be carried out vigorously so as to satisfy customers' diversified
needs,

The market share of deposits and loans will be heightened,

E. Service Quality and Human Resources

The management units, support operations, and information systems of the different subsidiaries
will be integrated fo establish a common platform that will improve efficiency, reduce costs, and
reinforce competitiveness.

Personnel with potential will continue to be discovered, evaluated, and trained so as to build
up an operating team that has implemeantation capability, common values, and the pursuit of
excellence.

A position evaluation system will be established to attract top people with a diversified,
competitive, and performance-oriented system of rewards and punishments.
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I. Business Plans

3. Taiwan Securities Co., Ltd.

Business Plan for 2004

A. Brokerage business:
Island-wide deployment will be strengthened and business locations added, and suitable securities
brokers with similar corporate cultures and backgrounds will be evaluated for merger with the aim
of increasing brokerage market share and competitiveness, and of becoming one of Taiwan's top
three securities brokers. At the same time, the Taishin Financial Holding Company's resources will
be integrated to provide customers with a more diversified range of financial products and reach
profit targets, and to advance toward the goals of internationalization and enlargement of scale.

B. Proprietary trading business:

Under the influence of an upward adjustment caused by the market's anticipation of economic
conditions, the proprietary trading business is expected to have room for growth. Taiwan
Securities will expand the scope of its proprietary trading business, with flexible cperations in the
capital and bond markets; besides active entry into the market, an independent professional risk
control team and mechanism will be used to monitor trading positions and achieve reduced risk
and stable profits. In addition, Taiwan Securities will respond to the constantly expanding
derivatives market by working for the development of new financial products and the creation of
greater market space,

C. Undemrmng business:
The company has been developing Taiwan's capital market for a long time, and has achieved
not only a top position in the number of underwriting cases handled but has also won a position
of leadership among large securities houses as well as a strong reputation in the market. In the
future the company will use a full-spectrum of professional know-how to help enterprises with
solid industrial fundamentals to raise funds and enter the market, and will use a full range of
professional underwriting consdltancy to provide clients with long-term planning and services,

D. Stock registration and transfer services:
The market for stock registration and transfer services is now becoming mature, and the
company will continue to make the best use of its underwriting and financial holding customer
sources to develop this business and work toward the goals of increasing the number of agency
customers and shareholders,

4. Taishin Bills Finance Co., Ltd.

Business Plan for 2004

Following entry into the Taishin Financial Holding Co. at the end of 2002, the cross-marketing of the
products of affiiated companies and the common operating platform have enhanced the
company's competitive niche and will help to make customer services more diversified and
efficient. The company's credit extension policy is to maintain a conservative and stable strategy,
and to strenathen credit investigation and follow-up as well as risk management. Trading activities
will be oriented toward increasing bonds dealing, primary and secondary bills trading, and the
promaotion of new businesses. Future business development plans are as follows:

A. Credit extension:

Target customers are mainly medium-sized and large blue-chip entarprises that are listed or
preparing to list on the stock or over-the-counter market. The credit extension policy emphasizes
industry diversification and guality over guantity, excessively large loans are avoided, and
business group analysis and credit monitoring are strengthened so as to strictly control credit
risk.

B. Trading:

Trading in bills and bonds will be reinforced, as well be the development and cultivation of
potential customers. The company will actively participate in bidding for government bonds and
treasury bills, seek to serve as NIF manager bank and to engage in certification and underwriting
for affiliated enterprises, and use new financial products to expand its business scope. Faced
with the steady shrinkage of bills in the monetary market, the company will strengthen customer
development and expand the scope of its guotations so as to increase the volume of bills that
arg guarantesd by others, that are guarantee-exempt, and that carry fixed interest rates, and will
boost purchases of NCDs of banks with good credit ratings as well as the buying of NIF
instruments.

. Information:

The company will accelerate the integration of information within the financial holding company,
develop a centralized settlement clearing system, and participate in the development of financial
product systems by affiliated enterprises; it will carry out online realtime risk monitoring of loans
and transactions, reinforce capital deployment and bills-selection capabilities, and promote
telephone and Internet bills and bonds trading in order to save manpower. It will also develop a
customer management system s0 as to enhance the quality of customer services,

. Management:

Training in professional and marketing skills will be strengthened, the digitization and paperless
development of documentation and administrative procedures will be reinforced so as to
enhance administrative efficiency, and the manpower of the financial holding group will be
combined to manifest employee efficiency.

E. Others:

The company's professional image and team reputation will be established and an outstanding
brand position will be built up in the market, and the market will be guided into benevolent
competition with the aim of achieving stable improvement in asset growth, market share, and
return on capital.
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5. Taishin Asset Management Co., Ltd.

Business Plan for 2004

A, The company's vision is to become the most outstanding and trustworthy asset
management firm. Although the company is yet small in scale and its short-term goal
is to dispose only of the Taishin International Bank's bad debt, the aspiration of its
management is to become the most outstanding, most trustworthy AMC,

B. The company's profit target for 2004 is the level of profit of other subsidiaries of the
Taishin Financial Holding Co. The target for next year is to achieve the same level of
profit as other major enterprises under the holding company.

C. Key business lasks:

= Continued disposition of bad debt purchased from the Taishin International Bank.

= The purchase or commissioned disposition model will be used depending on Taishin Bank's
progress in disposing of its bad debt.

= Disposition of collections for enterprises related to the Taishin Financial Holding Co.
{outsourced collection).

= Solicitation of management and disposition of the assets of asset management companies that
have purchased bad debt,

= Cooperation with other companies (primarily foreign companies, such as Merrill Lynch of the
U.5.) in the joint purchase of the bad debt of other banks so as to increase sources of
business on the one hand and gain an understanding of the valuation models, asset
management know-how, and recovery planning of other companies on the other.

= Purchase of part of the bad debt of other banks and, depending on the compan's financial
situation, participation in the purchase of bad debt on the market,

= Selective promotion of asset securitization. Securitization will be one of the major methods of
asset management in the future, and securitization can be carried out in combination with the
resources of units related to the Taishin Holding Co.

6. Taishin Marketing Consultant Co., Ltd.

Business Plan for 2004

A Organizational Development Plan
= Establishment of business units in secondary towns and cultivation of customers there.

= Establishment of a “police station” type of organization to make up for isolation from branches
and carry out service work liked to local government administration offices.

= Strengthening of unit manager operating capability and personnel selection experience.
B. Repeat Customer Sales.
C. Cooperative sales with other industries.

D. Network system management to increase efficiency and reduce costs.

E. Creation of innovative marketing methods to increase sales channels and expand
market share.

F. The marketing operations model for the second half of the year will be ATM plus teller
system.

5. Business units will be established in secondary towns where there are no branches,
such as Touliu, Toufen, Lotung, Hsinying, and Nantse.

Taisin Venture Capital investment Co., Ltd.

Business Plan for 2004

The company completed the establishment process at the end of September 2003, with an initial
capitalization of NT$1 billion and a plan to compete its investment portfolio within three years. The
operating team's plan calls for the investment of NTE600 million in the first year, NT$200 million in
the second year, and another NT$200 million in the third year. In 2003 the company achieved 86.9%
of its investment target. The 2004 plan is to work with sources provided by the Wholesale Banking
Group to invest NTF200 million at the rate of NT$30 million per case. There was no property to
dispose of in 2003 because the company was newly established and still needed to build up an
investment portfolio; the disposition of the assets of invested companies, and the obtaining of profit
thereby, is planned to begin in 2004.

Il. Research and Development

1.Taishin International Bank Co., Ltd.

Research and Development

A. Research and Development Results
= Structure loans and project loans were developed,
® The development of renminti receivables was planned,
= An Internet service platform for cross-straits corporate financing was developed,
= The customer onling trade financing business was developed.
= “Offset” low-interest home loans was introduced.
= Securties trust was inaugurated.
= Securitized financial products was developed.
= The real estate secuntization trust (asset trust) business was inaugurated.

= The balanced-type centralized management and utilization account/balanced-type individual
managemant and utilization account business was developed.

= The investment of non-discretionary trust funds in domestic and overseas fund network/telephons
trading business was inaugurated.,

= “Five-minute” rapid issuance of cash cards was introduced.
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Il. Research and Development

2.

B. Research and Development Plans
= MNew cash trust products will be developed,
= New types of trust products (such as inheritance trust) will be developed.
= The real estate securitization trustee (investment trust) business will be developed,
= Active centralized and individual accounts will be developed.
s Fixed-income centralized and individual accounts will be developed.
= Retirerment fund management accounts will be developed.
= The Taishin monetary mutual trust fund will be inaugurated.

= All magnetic-strip cards will be replaced with IC cards.

Taiwan Securities Co., Ltd.

(1)Research and Development Results
Ressarch and Development Results
Permission was received in 2003 to operate the NT Dollar interest rate derivatives trading business,
bond futures trading, and investment in eguity-linked structure notes on the Taiwan stock market,
and the company carried out a number of issuances of structure products,

(2)Research and Development Plans
Application will be made in 2004 for permission to issue equity-linked structure notes overseas and
to issue OTC warrants, as well as for a license for proprietary dealing in futures. An application
was submitted in December 2003 to operate the bills finance business along with securities, and
approval is expected in 2004. Tawan Securities will carry out full-spectrum financial planning and
constantly introduce new products, and will provide investors with financial products with
consideration to approprate risk controls and to demand.

Taishin Bills Finance Co., Ltd.

Taiwan's financial industry will face even more severe challenges this year following its accession to
the Waorld Trade Organization (WTO), since membership will bring more international financial
institutions into the domestic market. With the increasing internationalization and liberalization of the
market, financial products will necessarily become maore diversified; and, under the principle of “one-
stop” shopping for financial products, the professional skills of those in the industry will have to
advance toward diversity in line with the pace of internationalization. Under today's excessive
competition the room for financial institutions to make a profit is being squeezed smaller and smaller
as the competition becomes hotter and hotter, bringing the even greater challenge of taking
advantage of the opportunities presented by liberalization and developing new financial products,
This will be the key to success or failure. For this reason, the company will hold firmly to its attitude of
developing outstanding personnel by investing large amounts of money in training its people in
professional skills and in beefing up their financial know-how. In addition to training provided by the
company's own executives and by instructors hired from outside, employees are selected for training
in courses organized by the Taiwan Academy of Banking and Finance, Taishin International Bank, the
and the securities association with the aim of upgrading the professional know-how and capabilities
of staff members.

Research Development Result and Plan

AL Fixed rate commercial paper (FRCP) certification, underwriting, brokerage, and proprietary dealing
will be developed, This business was approved by the competent authority in December 2002,
and has been listed among the key businesses for development. The company's engagement with
this product not only provides it with a stable source of bills but will also provide a stable source of
commission income and increase long-term fixed income. The company will provide products that
are differentiated from those of its competitors, thereby strengthening its competitive niche and
affording it even more solid development. Different operating frameworks will be developed
around the theme of this product, thus helping the issuing companies to lock in capital costs
through flexible operating methods.

B.Internet trading in bills and bonds will be developed.

. The corporate bond and financial debenture certification, brokerage, and propristary dealing
business will be developed.

D Brokerage and propretary dealing and derivatives products related to asset swaps will be
developed.

E.Brokerage and proprietary dealing in NT Dellar interest rate swaps (IRSs), forward rate
agreements (FRAs), and interest rate options (IROs) will be developed. Taishin Bills Finance was
given permission by the authority in January 2003 to undertake trading in financial derivatives as
a risk hedger and operator; this will diversify the company’s interest rate products, help to satisfy
customer needs through product packaging, and increase the company's income.

F.Fixed income and option composite products will be developed so as to increase customers’
incomes and the company's profits.
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TAISHIN FINANCIAL HOLDING CO., LTD. AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Financial Statements for the Year Ended Dacamber 31, 2003 and for tha Period from Febmnary 18, 2002

(Data of Incarparation) through Dacembar 31, 2002 and Indapandant Auditors' Raport

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Shareholders of Taishin Financial Holding Co., Ltd. and subsidiaries:

We have audited the accompanying consoclidated balance sheets of Taishin Financial Holding Co., Lid, { "Taishin
Financial™} and its subsidianes as of December 31, 2003 and 2002, and the related consolidated statements of
income, changes in shareholders' equity, and cash flows for the yvear ended December 31, 2003 and for the period
from February 18, 2002 (date of incorporation} through December 31, 2002 (all expressed in Mew Taiwan dollars).
These consolidated financial statements are the responsibility of Taishin Financial's management. Our responsibility

is o express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with "Rules Governing Auditing and Certification of Financial Statements
by Certified Public Accountants”, "Guidelines for Certified Public Accountants' Examinations of and Reports on
Financial Statements of Financial Institutions™, and generally acceptad auditing standards in the Republic of China.
rhose guidelines and standards require that we plan and perform the audit to cbtain reasonable assurance about
whether the consolidated financial statements are free of materal misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as weall as
evaluating the overall consolidated financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

In our apinion, the consolidated financial statements referred 0 above present fairy. in all material respects, the
financial position of Taishin Financial and its subsidiaries as of December 31, 2003 and 2002, and the results of
their operations and their cash flows for the yvear ended Dacember 31, 2003 and for the period from February 18,
2002 (date of incorporation) through December 31, 2002 in conformity with "Regulations Governing the Preparation
of Financial Statements of Financial Holding Companies”, "Guidelines Governing the Preparation of Financial
Reports by Securities |ssuers”, "Criteria Governing the Preparation of Financial Reports by Securities Firms” and
genarally accepted accounting principles in the Republic of China

B 5 Shuche

(T M Soong & Co and Deloitte & Touche (Taiwan) Established Deloitte & Towche Effective June 1, 2003}
Taipei. Taiwan Republic of China
Febmany 168, 2004, except for Mote 36 which is dated Februarny 19, 2004

The above auditors' report and the folowing consolidated fnancial stafements are English transiations of the Chiness avdlors' report and
cansoidated francial statements prepared for and vsed in the Republic of Ching,  This Englisk transigtion s far convenience af the
regders and may present nancial statemeants for periods nof previowsly presented in a single documeant. Additionally, thess
consoiidaled irancial stiatements do ol include saoitionag! sushismantary disciosunes noiuded in e angina’ Chinase ENgUEgEe version
as regquired by the Guidelings for Securifles lssuers' Financial Reporting in accordance with the Securifies and Fulures Commission
reguiaiions included in the onginal Chinsss language versign. The accampanyng consalidaied fnancial slatemsnis wens prepared Leing
accouniing princiolss, orocedurss and reporiing praciices genarally acospiad in the Repubtlic of Ching and are nof intended (o presarnt
fhe francial posilion and resulls of oparations and cash fows In accordance With sccounling principles and praciices gansally accepted
i calniries and junsdiclions athar than thasa in e Repuiie of Ching. The slandards, procadunes and praciices uiiized o auoit such
consoldated inancial stalements are thase generally accepted and applied in the Republic of China

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2003 AND 2002

(Exprassed i Thaousands of Mew Taiwan Dallars)

ASSETS

Cash and cash equivalents (Mote 3)

Due from banks (Note 4)

Due from Central Bark (Mote 5)

Short-term investments, nel (Moles 2, 6 and 33)

Trading securities, nat (Motes 2, ¥ and 34)

Bonds purchased under agreements to resell (Notes 2 and 8)
Receivables, nel (Motes 2, 9 and 33)

Receivable amount for margin loans (Motes 2 and 10}
Frepayments

Laans, net (Motes 2, 11 and 33)

LOMNG-TERM INVESTMENTS (Motes 2 and 12):
Long-term investiments under equity method
Long-term investments under cost meathod

Allowance for valuation loss on long-term investments
Long-term invastmeants, net
Other financial assels (Notes 2 and 13)

Froperty and equipment (Motes 2, 14 and 34);
Cost:
Land
Buildings
Machinary equipment
Transportation and communication equipment
Miscellaneous aguipmeant
Leasehold improverment

Tolal cost

Accumulated depreciation

Prepayment for building and equipment
FProperty and equipment, net

Other assets (Motes 2, 15 and 31)

TOTAL

2003 2002
8,284,058 $ 5519213
6,979,977 1,208,398
17,889,809 24 801,322
b4,685,890 38,283,506
12,348,236 22,042,839
8,968,731 9,236,423
52,548,470 36,735,609
13,843,656 8,150,747
1,901,646 1,518,720
392,511,393 334,583 424
4,144 279 4 584 935
............... 3961067 2752127
3,105,346 7,337,062
44 [ 53,658)
8,105,302 7,283,404
25,585,033 26,698, 754
11,688,361 10,403,534
0,696,280 5,096,143
3,038,144 2,217,018
348,759 363,800
546,161 275,695
940,802 834,383
22,258,607 19,890,573
3,128,148) [ 2,873,256)
699,498 2,521,865
19,828,956 19,439,182
7,428,847 9,323,588
$ 630,814,004 $ 545,825,129
[(Cantiruad)

In
n



Financial Statements

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2003 AND 2002
{Exprassed in Thousands of New Taiwan Dollars)

CONSOLIDATED STATEMENTS OF INCOM
YEAR ENDED DECEMBER 31, 2003 AND PERIOD FROM FEBRUARY 18, 2002 (DATE OF INCORPORATION) THROUGH DECEMBER 31, 2002
{Expressad in Thousands of New Tatwan Dallars, Except Eamings Par Share)

LIABILITIES AND SHAREHOLDERS' EQUITY 2003 2002 2003 2002
LIABILITIES: OPERATING REVENUE:
Short-term borrowings (Note 16) $ 4,700,000 $ 3,150,000 Interest income (Note 2) $ 30821628 $ 31538815
Commercial paper payable, net (MNote 17) 6,480,387 4,013,021 Fee incame 8,097 034 6,297,109
Bands sold under agreements to repurchase (Motes 2 and 18) 11,283,788 2248611 Met gains on trading bills and securities 2,165.362 1.633.985
Current partion of long-term payables (Motes 2, 23 and 24) 1.527.247 284 000 Investmeant income recognized under aguity method (Mota 2} 521,103 352 976
Due to banks (Note 19) 51,805,387 34,091,187 Other operating revenue 2727919 1,355,644
Payables (Maotes 2 and 20) 31,698,299 26,434 481 Total cpearating revenue 44,333,046 41,178,539
Advance receipts 664,368 490,781
Bank notes (Mote 21) 18,750,000 14,750,000 OPERATING COSTS;
Deposits and remittances (Notes 22 and 33) 419,955,248 381,801,639 Interest expenses 8,028,718 11.650,918
Corporate bonds payable (Motes 2 and 23) 19,700,786 3026 877 Provision for loan and other loss (Mote 2) 7,652,988 7,355,333
Appropriated loan fund 250,416 171,336 Service charges 4,175,930 2,785,536
Long-term liabilities (Note 24) 498,011 150,000 COther operating costs 180,912 173,291
Other labilities (Naotes 2 and 25) 6,061,829 5,201,351 Total operating cosls 20,048 548 21965078
Total liakilities 573,374,756 495,060,784 GROSS INCOME 24,284,498 19,213,461
OPERATING EXPENSES ( 16694432 [ 13111213}
SHAREHOLDERS' EQUITY: OPERATING INCOME 1,590,066 6,102,248
Capital stock; NON-OPERATING INCOME 2,036,371 1,061,931

Common stock (Note 26) 36,769,788 36,316,236 NON-OPERATING EXPENSES { 325804) | 1,185,478}

Freferred stock (Mola 26) 4,000,000 4,000,000 INCOME BEFORE INCOME TAX 0,200,633 £.978.701

Advance receipts for capital stock 1.449,185 - ESTIMATED INCOME TAX EXPENSE (Motes 2 and 31) { 2.005.494) | 1,227,288
Capital surplus (Notes 27 and 29); NMET INCOME 7,205,139 4,751,412

Additional paid-in capital 12,285 A58 12,455 489 LESS SUBSIDIARIES' NET INCOME PRIOR TO THE MERGER DATE - { FO7,053)

Treasury stock transactions 576,011 - CONSOLIDATED NET INCOME $ 7.285.139 $  4.044.359
Retained earnings (MNotes 28 and 31):

Legal reserve 404 436 - EARMNINGS PER SHARE (Note 32):

Special reserve 10,508 - Pra-lax:

Unappropratad eamings 7,295,139 4,044 3659 Basic earnings per share 3 278 % 43.01
Unrealized loss on valuation of long-term investments(Motes 2 and 12) [ 44) { 53.658) Diluted earmings per share 3 2,52 3 291
Cumulative translation adjustments 33,757 43,150 After-tax:

Treasury stock (Motes 2, 12 and 29) [ 5,284.890) { 6.041,231) Basic earnings per share 3 2.16 g 1.98
Diluted earnings per share % 1.88 g 1.892
Total shareholders’ equity 57.539,248 50,764,345
Pro forma information under assumptions that shares held by its
subsidiaries weare not treated as treasury stock:
Pra-tax:
TOTAL $EBﬂE14ﬂD4 2 H45 825129 Basic earnings per share 3 247 g 2 46
Diluted eamings per share S 227 g 2.40
After-tax:
Basic earnings per share $ 1.892 ] 1.62
Diluted earmings per share g 1.78 g 1.58

Sea notas o consolidatad financial siatements. Sea notas o consalidatad financial siatameants.

i
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Financial Statements

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEAR EMDED DECEMBER 21, 2002 AND PERIOD FROM FEBRLUIARY 15, 2002 (DATE OF INCORPORATICON) THROLUGH DECEMBER 31, 2002

{Expressed in Thousands of New Taiwan Dollars)

Capital Stock

BALANCE, FEBRUARY 18, 2002 (Date of Incorporation)

Redemption of preferred stock - A

Dividends on Series A preferred stock - 5.75%

Dividends on Series B preferred stock - 6.05%

Shares swap with Taiwan Securities Co., Ltd.
and Taishin Bills Finance Co., Ltd.

Adjustments for subsidiares' employves bonuses
and director compensation

Recovery of unrealized loss on valuation of
lang-term investments

Adjustments for changes in holding percentage
in equity investes

Met income for the period from February 18, 2002
(date of incorporation) through December 31, 2002

BALANCE, DECEMBER 31, 2002
Convertible bonds converted to commaon stock
Adjustments for changes in holding percentage in
equity investas
Cancellation of subsidiany's treasury stock {
Subsidiaries’ treasury stock subscribed by employees
Met gain on Taishin Financial shares sold by subsidiary
Taishin Financial's cash dividends received by
subsidiaries
Appropriation of 2002 earnings:
Legal reserve
Special reserve
Dividends on Series A preferred stock - 5.75%
Dividends on Series B preferred stock - 6.05%
Cash bonuseas to employees
Remunerations to directors and supenvisors
Cash dividends
Recovery of unrealized loss on valuation of long-term
investmeants
Cumulative translation adjustments
Met income for 2003

BALANCE, DECEMBER 31, 2003

Common
Stock

% 23,000,000

13,316,236

16,316,236
B45, 742

192,190)

$ 36,769,758

Preferred
Stock

$ 7,000,000
( 3.000,000)

4,000,000

4,000,000

§

3

Advance
Receipts
for Capital
Stock

1,448 185

1,448 185

Capital Surplus

Additional
Paid-in
Capital

§ 5482363

{  172.500)
( 242.000)

7412448

( 21.12)

{ 3.110)

12,455,489

379,243

( B3.955)

( 485.419)

$ 12 285 358

Unrealized
Retained Earnings Loss on
Treasury Valuation of Cumulative
Stock Legal Special Unappropriated Long-Term  Translation  Treasury
Transaction Reserve Reserve Eamings Investments  Adjustiments Stock Total
$ - % - % S - {$180374) & [§ 248230) $35044 750
[ 3.000,000)
[ 172500)
[ 242,000)
[ d4) 43150 | 5.792992) 14,978,798
( 21,7112)
135,760 135,760
( 3.110)
4,044,358 4,044 359
- - - 4,044,353 | 53658) 43150 | 6.041,231) 50,764,345
2 474 170
{ 7.000) | 7,000}
18,406 237,739 -
[ 13.062) 110,729 o7 67
226125 414,873 §39 908
345,642 345542
404,436 {404,436 -
10508 10,508) -
[ 124 294) [ 124,204)
{242,000 ( 242000)
{ 32,831 ( 32.631)
{ 97.894) ( 7 594}
{ 3,132596) [ 3.618,015)
23,614 23,614
[ 9.393) ( 9,393)
7,205,139 7,285,130
$ 576,011 $ 404438 % 10508 § 7205133 (3 44} § 33757 ($5,2B4.B00) $57,539.245

Ses notas o consaolidatad financial siatements.



Financial Statements

CONSOLIDATED STATEMENTS OF CASH FLOW
YEAR ENDED DECEMBER 31, 2003 AND PERICD FROM FEBRLIARY 18, 2002 (DATE OF INCORFORATION) THROLIGH DECEMEBER 31, 2002
{Expressad in Thousands of Mew Tawan Dallars)

Sea notas ta consolidatad financial stataments.

2003 2002 2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES: CASH FLOWS FROM FINANCING ACTIVITIES:
Consolidated net income § 7.205139 § 4,044,350 Increase in short-term borrowings § 857,000 b3 674,000
Adjustments to reconcile net income to net cash provided by Increase in commercial paper payable 2467, 366 2,114,820
operating activities: Decrease in long-term bank loans [ 150,000) { 144, 000)
Subsidiaries’ net incomea prior to the merger date - FO7 053 Increase in due to banks 17,414,200 3,124 820
Provision for loan and other loss 7,606,882 7,341,996 Issuance of corporate bonds 13,000,000 3,000,000
(Recovery of) provision for foreclosad collaterals valuation loss ( £79,323) 666,913 lssuance of unsecured European Convertible Bond 7,482,396 -
Provision for (recovery of) decline in market value of trading securities 13,512 237,712) Bond issuance costs 96.075) 5,816)
Depreciation and amartization 1,966,399 1,654 B02 lssuance of bank noles 3,750,000 S, 750,000
Loss on sale and disposal of property and equipment 104 227 54,744 Increase in appropriated loan fund 78,080 21,496
Cash dividends distributed by investee under equity method 2058, 259 108,110 Increase (decrease) in deposits and remittances 37,953,608 24 248,719)
Loss on sale of long-term investment 176,107 - Increase (decrease) in guarantee and margins deposits received 17,980 { 31,462)
Investment income recognized under equity method { B43,987) 352,978) Increase in long-term commercial paper payable 498,011
Deferred income lax expense 1,705,113 490 882 Fedemplion of Series A preferred slock - (3000000
Permanent loss on long-term investment 202,730 - Remunerations of directors, supervisors and bonuses to employees ( 130,525) ( 70, 206)
Accruad interest compensation 198,981 53,968 Praferred stock dividends [ 366,294) { 414 500)
(Gain) loss on valuation of trading securities [ 29,471) 35,442 Common stock cash dividends 3.272.997) [ 289,931)
Met changes in assets and liabilities provided (used) cash: Treasury stocks subscrbed by employees 97 666 81,017
sShort-term investments 1,282,751 1.723,527) Increase in treasury stock - { 84.3,074)
Trading securities 10,127,078 8,344 958) Met cash provided by (used in) financing activities 79,601,417 10,2681,555)
Bonds purchased under agreements to resell { 1.155,968) 6,267,570
Receivable amount for margin loans (4,692,909 1,314,828) MET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 2,764,845 13.910,245)
Receivables and prepayments { 16.073.417) 8 964 084)
Other curment assets [ 142,027) 195,687 CASH AND CASH EQUIVALENTS, BEGINNING OF THE YEAR/PERIOD 5,519,213 7446835
Other assets (excluding delinguent loans) i 321.851) 7,881,821
Pledged marketable securities 2617 226 8,659,658) CASH AND CASH EQUIVALENTS FROM MERGER WITH DAH AN
Guarantee deposits {  1.334,635) 160,520 COMMERCIAL BANK CO.,, LTD. - 11,882 623
Fayables to and advances from customers 6,504 533 5,818 443
Long-term payable 66,778 CASH AND CASH EQUIVALENTS, END OF THE YEAR/PERIOD 8,284 058 $ 5519213
{Cradit) debil iteam for consigned trades { 536,835) 437 964
Bonds sold under agreements to repurchase [ 12,042,397) 219,224) SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION -
Securitias financing guarantes deposits in 70,530 56,347 Cash paid during the year/period for:
Payable for securities financing guarantee 74213 98,998 Interest $ 8,502 164 $ 13,681,676
Other current liabilities { 217.571) 437 422 Income tax i 558,738 % 474957
Other liabilities 811,504 365,480
Others 12,893 265,499) INVESTING AND FINAMCING ACTIVITIES NOT AFFECTING
Met cash provided by opearating activities 3,071,564 6,406,180 CASH FLOWS:
Convertible bonds and interest compensation payable
CASH FLOWS FROM INVESTING ACTIVITIES: transferred to current liabilities $ 1526247 % -
Decrease (increase) in reserve due from Central Bank 6,911,513 15,463,598) Convertible bonds converted to common stock % 2474170 & -
Increase in due from banks { 5.471.579) a7.534) Increase in long-term investment by a share swap b - B 56,211,047
(Increase) decrease in trading securities { 15,160,888) 19,988,234 Treasury stock 756,341 (F 6.041,231)
Increase in loans (including delinquent loans) { B3.154,.475) F.119.018)
Increase in long-term investments [ 758,577 1,387,321)
Froceeds from sale of property and equipment 72107 6,64
FPurchase of property and equipment ( 1.401,.460) 4,881,662)
Decrease (increase) in refundable deposits 3,401 86,869)
Increase in pledged securities ( 743,722) a58,710)
Increase in operating deposits [ 144,340) S0, 000)
(Increase) decrease in settlement funds { 66,947 3,194
Othars 26,831 12,755
Net cash used in investing activities { 79.908,136) 10,033,880



Financial Statements

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2003 AND PERICD FROM FEBRLIARY 18, 2002 (DATE OF INCORPORATION) THROLIGH DECEMEBER 31, 2002
{Amaunts are Expressad in Thousands of Mew Tawan Deflars or Other Spacifiad Currency, Excapt Per Share Data)

1. ORGANIZATION AND CONSOLIDATION POLICY
Taishin Financial Holding Co., Ltd. { "Taishin Financial” ) was established by Taishin International Bank Co., Lid.
{ "Taishin Bank™) and Dah An Commercial Co.. Ltd. { "Dah An Bank”) pursuant to the ROC Financial Holding

Company Act and other related regulations through a share swap on February 18, 2002, Taishin Financial is
engaged in investing and managing the businesses related to the financial institutions.

According o Aricle 4 of the ROC Financial Holding Company Act, a financial holding company should have
controlling interest on the bank, insurance company or securities house at the same time. Taishin Bank and Dah
An Bank established Taishin Financial by means of a share swap. In forming the holding company, Taishin Bank
merged with Dah An Bank, with Taishin Bank being the surviving company. In addition, Tawan Securities Co,,
Ltd. { "Taiwan Securities”) and Taishin Bills Finance Co., Ltd. { "Taishin Bills Finance™) became wholly owned
subsidiaries by maans of a share swap effective on December 31, 2002,

On December 31, 2003 and 2002, there are 35 and 26 employees, respectively, in Taishin Financial.

Taishin Bank commenced the preparatory work relating o its formation as a commercial bank on October 4, 1580,
Operations commenced when Taishin Bank opened for business on March 23, 1992, Taishin Bank is engaged in
providing general commercial banking senvices to customers. Services provided include. among other things,
commearcial lending, letters of cradit, bankers' acceptances, checking and savings accounts, installment and tarm
loans, foreign exchange transactions, wire transfer services, marketable security investments, credit card issuing,
derivative instrumeants transactions, receivable factoring and offshore banking business.

On Decembar 31, 2003 and 2002, there are 6,303 and 4,788 employees, respaclively, in Taishin Bank.

Taiwan Securities was incorporated in Octobar 1988, merged with Hsinchu Science Park Securties Corp. in
November 2000, and acquired the business of six branches of Grand Fortune Securties (originally named Sun
Securibes), under the approval of the Securities and Fulures Commission { "SFC™). Tamwan Securities' operalions
include securnties underwriting, brokerage. margin lending and securities transfer services, brokerage senvices
ralated to futures, and other operations approved by the relevant authorities,

On December 31, 2003 and 2002, there are 2,048 and 2,083 employees, respectively, in Tawan Securities.

Taishin Bills Finance commenced the preparatory work relating o its formation as a bills finance company on April
1, 1887 according to the ROC Company Law, the ROC Banking Law, Rules Govemning Bills Finance Companies
and othar regulations.  As of January 19, 1988, Taishin Bills Finance obtained a license o opearate and
commenced operations on March 5, 1988, Taishin Bills Finance is engaged in the following operations: brokerage
and dealing in short-term bille and bonds; underwriting and certifying of, and providing guarantees and
endorsaments on commercial paper; brokerage of interbank loans between financial institutions, and other
businesses approved by the Ministry of Finance( "MOFT),

On December 31, 2003 and 2002, thare are B0 and 78 amployees, respectivaly, in Taishin Bills Finance.

Consolidation Policy

According to the "Regulations Governing the Preparation of Financial Statements of Financial Holding Companies™ |
a financial holding company has the responsibility to prapare annual and interim consolidated financial statements
in accordance with the provisions of Statement of Financial Accounting Standards( "SFAS™) No. 7, "Consolidated
Financial Staterments” . According to the regulations, subsidiaries in which the ownership is over 50% are included
in the consolidated financial statements, but a parent company s not required o consolidate the financial
information of its subsidiary when (a) both total assets and total operating revenues of the subsidiary are less than
10% of that of the parent, and (b) both consolidated total assets and consolidated total operating revenues of
these subsidianes ara less than 30% of that of the parent, Howeaver, all subsidiary, bank, insurance, and sacuritias
companies should e consolidated.

The financial statements of Taishin Financial's wholly owned subsidianes, Taishin Bank, Taiwan Securities and
Taishin Bills Finance have been included in the consolidated financial statements according to the regulation
mentioned above. In preparing the consclidated financial statements, the material transactions between the
consolidated parties are aliminated,

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation

Taishin Financial and subsidianes’ consolidated financial statements are prepared in conformity with "Regulations
Governing the Preparation of Financial Statemeants of Financial Holding Companias” | “Guidelines Govarning thea
Preparation of Financial Reports of Securities Issuers” , and "Criteria Governing the Preparation of Financial
Reports by Securities Firms" | and generally accepled accounting principles in the Republic of China. In preparing
these financial statements, managemant used reasonable estimates, for example, in the determination of the
collectibility of loans, discounts, bills purchased, account receivables, interest recaivables, guarantees, advances
and other credit facilities, pension costs. deferred income tax, etc. However, these estimates may differ from
actual resulls because of changes in oparating conditions and assumplions.

Current and Non-Current Classification

In conformity with SFAS No. 28, "Disclosures in the Financial Statement of Banks™, Taishin Bank and Taishin Bills
Finance need not classify current item and noncurrent item in assets and liabilities. Generally, except for the above
description, current assels are assels expecled o be converted into cash, sold, or consumed aither in one year or
in the normal opearating cycle. Current liabilities are the obligations that will be liguidated in one year or in one
operating cycle. Assets (liabilities) not classified as current are non-current assets (liabilities).

Short-Term Investments

Shaort-term investments consist of listed stocks and other kinds of securities and are recorded at acquisition cost
and stated at the lower of cost or market value at the balance sheet date, if the market value is available. If the
market price is lower than cost, an allowance for market decline is provided; on the contrary, such valuation
allowance would be reversad. Lpon sale of shor-term investments, the moving average cost mathod is used in
determining the cost of investmeants sold,

Trading Securities

Trading securities include investment in government bonds, corporate bonds, stocks listed or traded on TSE,
GTSM and Taiwan Innovative Growing Entrepraneu { “TIGER"), securities purchased for hedging the position of
warrants, convertible bonds assaet swap, equity-linked notes, and hedged bonds for interest rate swap, which are
recorded at acquisition cost. Government bonds, stocks and bonds listed or fraded on TSE or GTSM are stated at
the lower of acquisition cost or market price. Market price is determined based on the last trading day's closing
price or tha reference price quated by the counter market, TIGER stocks are valued by the cost method. Upaon the
sale of trading securities, the moving average cost method is used in determining cost. The book value of
convertible bonds and the related accounts will be written off upon exercise of the conversion rights. Mewly
Entitlernent Certificates "EC" Jare recorded at the market price of convertible bonds or commaon shares, whichever
is more identifiable,

Government bonds and corporate bonds accrue interest income on accrue basis on balance sheet date.

Bonds Purchased Under Agreements to Resell and Sold Under Agreements to Repurchase
For Taishin Bank and Taishin Bills Finance, in conformity with Ministry of Finance { “MOF”) requlations, bonds and
other short-term securities under agreements to repurchase or resell are accounted for as outright sales and
purchases, However, since 2004, repurchase and resell agreement are considered financing transaction lo
conform with “Guidelines Gaverning the Preparation of Financial Reports by Public Banks”.

For Taighin Financial and Taiwan Securities, repurchase and resell agreemeants are considered a financing
transaction if the risk and reward are attributed to the seller. Otherwise it will be considered a trading transaction.
Under the financing criterion, the transaction under a repurchase agreement is recorded al its sales price and is
listed as a liability while under a resell agreament is recorded at its purchase price and is listed as an assat. On
the repurchasze (resell) date, the difference between the sales price (repurchase price) is accounted for as interest
EXpense or INCome.
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Provision for Bad Debts and Loss on Guarantees

Provisions for bad debls and loss on guaraniees are accrued in consideration of management's estimates of
collectibility of loans, discounts, bills purchased, account receivables, inlerest receivables, guaranteas, advances
and other credit faciliies. The managemeant assesses the collectibility of ils cradit portfolio basad on factors such
as the borrowers'/clients’ payment history, delinguent status, and financial condition and provides for loss, taking
into account the valua of collateralized assets, in accordance with regulations issued by the MOF, According to
the rules, at a minimum, if the loans, discounts, bills purchased, account receivables, interest receivables,
guarantees, advances and othar craedit facilities are deamed unrecovarable, they should be provided in full and
loss should be recognized as an expense currantly, and if the possibility of recovery is deemed low, no less than
50% of tha loan amount should be provided with allowance and the loss should be recognized as an expanse
currently,

Accounts deemed uncollectible are written off with the approval of the Board of Directors.

Income Recognition and Bad-Debt Write-Off
Loans are recorded at principal amounts outstanding. The interest income on loans is recognized on an accrual
basis,

When the locans become past due and are considered uncollectible, the principal and interest receivable are
transferred into non-accrual loan accounts, where the accrual of interest income ceases. A gain will be recognized
when such delinquent interest is collected.

Taiwan Securnties' revenue recognition policies are as follows:

(a)Brokerage commission and gain on sale of securities: recognized on trading day.

(b)Interest of margin loans and bonds purchased under agreamants to resell: recognized basad on accrual basis
in the term of financing and trading.

(c)Underwriting commission: recognized when the undarwriting contracts finished.

(d)Transfer agent fees: recognized according to the contracts by month.

Long-Term Investments

Long-term investments are recorded at acquisition cost. For investments acguired by means of a share swap, the
book value of the investeeas is defined as assels (net of permaneant devaluation, if any) less liabilities. Upon sale of
long-term investments, the moving average cost is used in determining the cost of investments sold.  Investea in
which the inveslor's ownership is less than 20% or does not have significant influence, are carried at cost and
permanent devaluation is recognized as loss for the current perod for investments in non-publicly listed
companies, For public listed companies, investments are stated at lower of cost or market value and any
unrealized loss is recognized as a deduction in shareholders' equity. Investee in which the investor's ownership
interast is 20% or more or on which investor doas have significant influence ara valued using the equity method.
Any excess of investment costs to acquired net assets of investees are amortized an a straight-line method over
flve years as investmant income or loss, If the invesiee is a non-listed or non-aver-countar company and there is
avidence indicating that the value of investment is deemed impaired. a loss will be provided and charged to
currant expensa,

Under the equity method, if the investor sells a portion of the investment so that its portion of ownership decreases
or the investor may loss significant influence on the investee, the investor stops using equity method and then the
cost method is used. The long-term investment accounts are recorded at the lower of book value and market
value as its new cost. In addition, the investor should realize the unrealized gain (loss) from the down-stream
transactions.

Taishin Financial's shares, which were transferred from investments in olther companies, held by subsidianes
which joined the share swap, remained as investment under MOF Letter Na. 6. (81) Tai-Tsai-Cheng-111467.

Property and Equipment

Property and equipment are recorded at acquisition cost and stated at cost less accumulated depreciation.
Interest incurred for the expenditure of purchasing or constructing property and eguipment before completion is
capitalized and included as part of the acquisition cost. Improvements extending the assets' useful life are
capitalized; otherwise they are expensed currently. When asseis are retired or sold, their costs and related
accumulated depreciation are removed from the accounts. Any resulting gain (loss) is credited (charged) to non-
operating income {expense).

Depreciation is calculated using the straight-line method over the useful-life guidelines prescribed by the
government whilst the leasehold improvements are depreciated over the lease terms.

Deferred Charges and Goodwill

Deferred charges include installation charges for securty equipment, phone lines, electric power lines and
computer program design fees and are amortized on a straight-line basis over the related service lives.

Goodwill as a result of a merger is amortized over 5 years on a straight-line basis.

Collateral and Residuals Taken Over
Collateral and residuals taken ovear are recorded at cost, and arg statad at lower of cost or realizable value at the
balance sheat date.

Reserve for Loss on Trading Securities
According to"Rules Governing Securities Companies” ( "RGSCT), 10% of net gain on sale of government bonds
purchased is provided monthly as reserve, until the balance of the reserve reaches $200 million, for loss on the
sale of government bonds purchased in the future,

Stock Warrant Liabilities

Warrants issued are accounted for as a liability at issue price before maturity date or exercising. When warrants
are repurchased after they are izsued, the repurchase price is recorded as “repurchased warrants” and as a
reduction of the warrant issued. Warrants issued (including repurchased warrants) are measured at fair market
valug at the balance sheet date. Unrealized gains resulting from the excess of gain on changes in value of
warrants issued over the increase market value of the hedged securities is deferred while loss is recognized as
current period expense.

Corporate Bonds Payable

lszuer issued convaertible bonds, some at par value and the others at premium, and recognized interest expense
at its yield rate through the outstanding period, The direct and necessary cost of such bond issuance was
charged to "Deferred bond issuance cost” and amortized during the period from the issuance date to the
expiration date of redemption. If the holder of convertible bonds with a put option does not exercise the put option
by the expiry date, interest premium is amortized, which has been recognized as a liability, over the perod from
the expiry date to the maturity date by using the interest method, Taishin Financial and its subsidianes adopt
book-value approach in case the holder of convertible bonds exercises the convearsion oplion.

Pensions

The accounting for pensions of Taishin Financial and its subsidianes is based on the provisions of SFAS Mo, 18,
All the subsidiaries have funded employes pension plans at 2% o 6% of tolal salaries, excepl for Taishin Financial,
while Taishin Financial's application for employee pension account is under review by the authonty,

Treasury Stock
The acquisition of treasury stock is accounted for at cost, while the fair value will be adopted if such shares are
donated. Treasury stock is reported as a deduction in shareholders” equity.

The value of treasury stock used in the execution of a stock warrant is the total of the strike price and book value of
the stock warrant. Any difference from the treasury stock reissuance transaction is recorded under stockholders'

eCuily.
The value of treasury stock used upon the exercise of convearsion rights by a holder of a convertible bond is the
ook value of the convertible bond.,

When disposing treasury stock, if the disposal value is higher than the book value, the difference is recorded as

“capital surplus-treasury stock transactions” and if the disposal value is lower than the book value, the difference
iz used to offset capital surplus that resulted from the other same kind of treasury stock transactions, then to the
retained earnings, if needed.

When treasury stock is writlen off, ils value s reversed o offsel capital stock and additional paid-in capital by the
percentage of shares. If the book value of treasury stock exceeds the total of capital stock and additional paid-in
capital, the difference is charged to additional paid-in capital which resulted from the prior treasury stock
transactions, then to the retained earmings, if needed. On the other hand, if the book value of treasury stock is
lower than the total of capital stock and additional paid-in capital, the difference is credited to the additional paid-
in capital resulted from prior treasury stock transactions.

According to SFAS Mo. 30, the shares of Taishin Financial held by its subsidiaries should be regarded as treasury
stocks whean the financial holding company is recognizing investment incoma and when preparng financial
statements (including consolidated financial statements).
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Foreign Currency Transactions

Transactions negotiated in forgign currencies (other than forward exchange contracts) are recorded in MNew
Taiwan dollars at the rates of exchange in effect when the transactions occur. Gain or loss, caused by differant
foreign exchange rates applied when foreign currency receivables and payables are settled, are credited or
charged to incomea. Assets and liabiliies denominated in foreign currencies are restated by using the balance
sheet date exchange rates, and resulting gain or loss are credited or charged to current incomea. Long-tarm
ivestments denominatad in foreign currencies are restated at the balance sheet date exchange rate. The related
translation adjustments are reported as a separate component of stockholders' aquity.

Derivative Financial Instrumenis

Under forward exchange contracls for rading purposes, foreign currency-determined assels and liabilities are
recorded in New Taiwan dollar based on the specified fulure rate (the“forward rate™) on the contract date. As the
contracts maturad, the difference batweean the spot rate and the forward rate is recognized as a gain or loss in the
pariod the contracts seftlad, For the outstanding contracts, a gain or logs is computed according to the difference
betwean the various forward exchange rates available for the remaining contracts periods and the specified
forward ratas,; the related gain or loss is recognized in the currant pariod, The nat amount of receivables and
payables ralated to these contracts on the balance sheet date is recognized as an asset or liability,

Interest rate swaps ( “IRSs” | involve no exchange of principal either at inception or upon maturity, rather, they
involve the periodic exchange of interest payments, between the floating and the fixed interest rates, arising from
an undertying notional principal amount. The exchanged interest for non-trading IRSs is computed on the accrual
basis and is recognized as income in current period. Apart from non-trading |IRSs, the gain or loss is computed by
evaluating its fair value and is recognized as income in current period.

The premiums paid or received on currency oplion contracts are recorded as assels or liabilities, The gain or loss
from exercising the contracts 15 recorded in the current period, The premiums of the outstanding contracts are
avaluated at tha balance sheet date. Changes of the premium value are recognized as a gain or loss in the
currant parod.

The principal of cumency swap contracts entered into for non-trading purposes are recorded based on the
contracted exchange rate on the contract date. The amount resulting from different exchange rates is recognized
as assets or liabilities. Those assets or liabilities will be amortized as an interest expense or income during the
contract pericd.

The principal of cross currency swap contracls entered inlo for non-trading purposeas are recorded based on the
contracted exchange rate on the contract date, The exchanged inlerest during the contract pernod, on an accrual
basis, is recognized as a gain or loss in the current penod.

The difference batween discountad value of future interest and the principal of cross currency swap contracts and
fair valua based on transaction purposeas is recognized as a gain or loss in the current period,

A futures transaction is recorded at the notional amount or contract amount as a memo entry on transaction date
and pay-out guarantee deposit and broker commission. The gain or loss is computed by evaluating its fair value
and is recognized as income or expense in the current period. At the maturity date, the memo entry will be
reversed and the settlemeant gain or loss is recognized as income or expanse in the current pariod.

Income Tax

Taishin Financial and its subsidianas adopt intra-perod tax allecabion under the provisions of SFAS Mo, 22, “Accounting
for Income Tax”. Under SFAS No. 22, an enlily's defarred lax assel or hability s estimated for future lax effects
attributable to temporary differences, prior years' loss carryforwards and tax cradits,  An allowance s provided
under the assessment of the realizability of deferred tax assets. Adjustmeants of prior years' income tax payable
are included in current income tax expansea,

Under the amended ROC Income Tax Law effective from 1288, an additional 10% income tax is levied on
distributable eamings eamed in the current year that remain unappropriated after the shareholdars' meeting held
in the following year. The levied income tax should be recorded as current period income tax expense in the
following vear.

Pursuant to Article 49 of the ROC Financial Holding Company Aclt, Taishin Financial and the qualified subsidianes
(the"Group” ) adopl the linked tax system for the lax filings. Accordingly, the net benefil that may arise from the
consolidation of the Group with respeact to the 10% additional tax on unappropriated earmings will be recognized
as income tax benefit of the parent company in the current period,

Reclassifications

Certain accounts of 2002 consolidated financial staterments have been reclassified to conform to the 2003

presentation.

3. CASH AND CASH EQUIVALENTS

Cash in vault and working funds
Chechks for clearing

Demand deposits

Checking deposits

Time deposits

Others

Total

Az of Decembar 31, 2003 and 2002, the interest rates of time deposits ranged from 0.975% to 4.10% and from

1.658% to 4.10% per annum.

4. DUE FROM BANKS

December 31

2003 2002
$ 2,961,280 % 2729514

2,053,639 1,671,784

172,794 121,742

2,087 670 98,728

688 300 712012
............................ 310475 185,423
$ 8284058 § 5518213

December 31
2003 2002
Due from other banks B 1,814,997 $ 703,949
Call loans to banks B,164, 980 a04 449
Total $  B6.979.977 % 1,208,398
5. DUE FROM CENTRAL BANK
December 31
2003 2002
Reserve - checking account i 5,003,746 i 3,768,681
Reserve - demand account £.910,926 8,240,368
Resarve - foraign depasil 33.980 292
Normal account 3,740,000 12,490,000
Interoank clearng account 201,157 301,981
Tolal $  17.889.800 24,801,322

Taishin Bank is reguired to maintzin reserve balances deposited in the Central Bank. Such reserves amounted to

$13,948.652 thousand and $12,009,341 thousand as of December 31, 2003 and 2002, respectively.

6. SHORT-TERM INVESTMENTS

Commercial papers

Negatiable certificate of deposits
Treasury bills

Bonds

Stocks and funds

Othars

Le=ss allowance for decling in market value

Meat

December 31

2003 2002
H 2,850,591 % 8,135,450
32,196,871 B,525,002
109,107 7,214,596
14,427 634 8,344 925
4,837 656 B.016,172
183,003 65,342
| 18,872) f 17,881)
% 54685980 $ 38,283,506

.....................................................
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7. TRADING SECURITIES 9. RECEIVABLES, NET

December 31 December 31
2003 2002 2003 2002
Dealing: Accounts receivable $ 46,740,093 $ 30825898
TSE stocks $ 3457313 $ 988 484 Less unrealized interest reven ue { 16,939) { 86,321)
GTSM stocks AT 677 B4 573 Interest receivable 1,828,760 2,880,028
TIGER slocks 236 684 316,544 Tax refund receivable B95,128 08,388
ECI'I'I'I:IE 5.']1?,515 -193'13'22? Foraard ex::hanga contracts receivabke-net - 200,488
Others 301 604 i Other receivables 4,036,162 2367028
vess allowance for devaluation of Irading securites : [ 24,149) ::ianne for valuaion-tax refund recelvable ( 112.374) ( 28,860)
Uni’:;:;'g_ st R 21,138,679 Allowance for receivables { 622,360) { 141,041}
' Met § 52548470 § 36735600
TSE stocks 119,356 3,528
GTSM slacks 75,847 99,500
Bonds 1,365,000 1,107,200 10. RECEIVABLE AMOUNT FOR MARGIN LOANS
Others 59,526 - Taiwan Sacurities has engagead in the activity of margin lending since 1981, As of December 31, 2003 and 2002,
Less allowance for devaluation of trading securilies - ( ANz 032) receivables for margin loans were as follows:
Subtotal 1,619,729 808,205 December 31
Hedge pasition for the issuance of stock warrants: 2003 2002
TSE stocks 1,189 888 105,317 Receivable amount for margin loans $ 13,843,655 5 9,272 096
GTSM stocks 71,336 - Lass allowance for loss on bad oans - { 121,349)
Less allowance for devaluation of trading securities ( 32,024) { 8,362) Met $ 13.643,6565 $ 8,150,747
Subtotal 1,229 210 O5,055
Cusladian account:
o 11. LOANS (INCLUDING DELINQUENT LOANS) AND ALLOWANCE FOR LOAN LOSS
Fixed income products - shorl-term notes 66,201 -
: . " December 31
Less allowance for devaluation of trading securities - -
Subtotal 66,201 - 2003 2002
Total $ 12349236 § 22,042,830 Shart-term loans § 118,803,288 $ 97,358,699
Medium-term loans 146,650,555 138,473,005
Securities held for operations were pledged as collaterals (Note 34); the allowance for devaluation is provided for Long-term leans 128,321,772 90,895,534
the excess of cost over market value at the balance sheet date. Overdrafts 867,288 1,454,228
Of the trading securities, bonds with face value amounting to $2,530,000 thousand are under agreements to Delinquent lnans 4,596,856 7,050,038
repurchase on December 31, 2003. Bills discounted 417,445 351,903
As of December 31, 2003, the interest rates of notes - custodian accounts ranged from 0.725% to 0.875%. ':f loans 399,857,204 344,613,405
Allowance for loan lossas { 3,113,470) ( 4,194,763
8. BONDS PURCHASED UNDER AGREEMENTS TO RESELL Delinguent loans transferred to other assets, net{Mote 14) { 4 032,341} f 5,835.218)
As of December 31, 2003 and 2002, Taishin Financial and Tamwan Securlies had bonds purchased under Laans, nal § 392511,393 § 334 583 424
agreaments to resall of $8,969,731 thousand and $9,236 423 thousand, with intarest rates ranging from 0.775% to
3.25% and 1.00% to 6.00% per annum, respectively. Allowance for Loan Losses
Year Ended December 31, 2003
Losses an the
Owverall Loan
For Losses on Partfolio
Particular (Excluding
Receivables Loans Particular Loans) Total
Balance, January 1, 2003 $ 141041 $ 1214818 % 2979045 % 4335804
Provision for loan losses 20,813 7,806,203 ( 376.820) 7,450,206
Write-off - (9,088, 100) ( 54,170} [ 9143270
Recovery from laans writlen off - 632 504 - 632 504
Balance, December 31, 2003 $ 161,054 %  BR4515 4 2548 055 $ 3275424
[Continued)
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Year Ended December 31, 2002

Losses on the
Overall Loan

For Losses on Partfalio
Particular (Excluding
Receivables Loans Particular Loans) Total
Balance, January 1, 2002 & BB O57 & 600,852 $ 9032332 $ 1,593,141
Additions from the Dah An Bank merger 306,513 11,669,646 5,204,903 17,181,062
Provision for loan losses [ 264, 429) 10,495 403 (3,046,080) 7,194,854
Sale of bad debt - { 2,010,738) - {  2010.735)
Write-off - { 20902 965) [ B2.210) { 20,985,175)
Recovery from leans written off 1,362,617 - 1,362 617
Balance, December 31, 2002 $ 141,041 £ 1.214818 $ 2979945 $ 4,335804
12. LONG-TERM INVESTMENTS
Dacember 31
2003 2002
Original Carrying  Ownership  Carrying  Ownership
[nvestment Value Interest(%:) Value Interest{%)
Equity mathod:
Taishin Asset Management Co., Ltd. $ 780,000 $ 855482 10000 F 7E1,008 10000
Taishin Marketing Consultant Cao., Ltd. 2,000 3,458 100.00 2,105 100.00
Taisin Venture Capital Investment Co., Ltd. 1,000,000 991,611 100.00 - -
Anaw Holdings Ltd. 457,351 615,443 100.00 519,809 100.00
Taishin Internaticnal Finance Co., Ltd, 127,314 149,203 989.99 136,319 99,90
Tarwan Futures Co., Ltd. 399,950 520,660 99.99 486,417 90,00
Dak An Leasing Co., Lid. 198,000 127,717 89,00 132,080 90,00
Taman Securities Investment Advisory Co,, Lid. 335,270 353,477 91.18 358,039 91,18
PayEasy Digital Integration Co., Ltd. 34,000 60,424 6667 33,705 66.67
Taishin Real-Estate Management Co., Ltd. 30,000 60,109 G0.00 47 717 60.00
Taishin Insurance Agency Co., Lid, 1,500 247 BEB9 BO.00 183,377 €0.00
Shin £Zg AMC Cao,, L1d. 26,500 73,710 51.00 - -
An Hsin Real-Estate Management Inc. 15,000 25874 30.00 25,272 30.00
Tashin Venture Capital Imestrmant Co., Lid. 60,000 56,642 5.00 - -
Taishin Securities Investiment Consulting Inc - - - 11,300 100.00
Taishin Leasing and Financing Co., Ltd. - - - 918,927 4985
Dah Chung Bill Finance Corp. . - 959,389 18.80
Subtotal 4,161,779 4,505,435
Cost method:
Taishin Leasing and Financing Co., Ltd. 247,399 247 309 19.95 - -
Dah Chung Bill Finance Corp. B71.611 939,026 18.80 - -
MNoble Tech Venture Capital Co,, Ltd, 36,000 35,000 10.00 36,000 10.00
Shin Kong Investment Trust Corporation 899,400 99,400 7.ar 89,400 7.3t
Concord IV Venture Capital Co., Ltd. 95,000 95,000 B.25 95,000 6.25
Dakt Investments Dapository and Clearing Co. Tawan 100,000 100,000 5.00 - -
rand Pacific Venture Capital Ca., Ltd. 30,000 30,000 5.00 30,000 5.00
Jihsun Venture Capital Irnvestment Co., Ltd. 30,000 30,000 5.00 30,000 5.00
Lien An Co., Lld. 1,250 1,260 5.00 1,250 5.00
TS Vanture Capital Cao., Ltd, 39,216 30,2186 4.90 39,216 4,80

Concord VIl Venture Capital Co., Ltd.
Ape Venlure Capital Corporation
LInited Vanture Capital Ca., Lid,
Concord I Venture Capital Co., Lid.
Da Chiang, Inc.

Hwan Hwa Security Finance Co,, Lid,
Systrusi@com Corporation

Harbinger Ventures Capital Investment Co., Ltad.

T.K. Venlure Capital Corp.

Taipei Smart Card Co., Ltd,

Broad Casters Market Research Co., Lid.
Taiwan Financial Asset Service Corporation
Pacific Securities

Financial Information Service Co., Ltd.
Taipei Financial Center Corporation
Universal Venture Fund, Inc.

Taiwan Futures Exchange, Inc.

Taipei Forex Inc.

Taiwan Assel Management Corparation
Kaohsiung Mass Rapid Transit Co.

Eastern Broadband Telecommunications
Taiwan Security Central Depository Co., Ltd.
KST Education Co., Lidl,

Taiwan Cooperative Bank

Taiwan Fixed MNetwork Co., Lid.

Entie Securities Finance Co,

Fubon Security Finance Cao.,, Lid,

Infopro Co., Lid.

Chinese Automobile Co., Lid.

Linko Entertainments Co., Lid.

Taishin Venture Capital Investment Co,, Lid,
Subtotal

Less:

Treasury siock

Allowance for valuation loss on long-term investments

Total

As of December 31, 2003, Taiwan Secunties reported an unrealized loss on long-term investments resulted from
the valuation loss on stocks of Anew Holdings Ltd, accountad by the equity method and amounted to $44

December 31

2003 2002
Qriginal Carrying  Ownership  Cammying Cwmership
Investment Value Interest(%a) Value Interest{®)

$ 35000 § 35000 4.73 $  35.000 473
50,000 50,000 4.67 50,000 487
40,000 40,000 4,52 40,000 452
44 640 44 640 4,46 44 640 4,46
125,000 125,000 4.31 125,000 43
271,810 271,810 4,11 271,810 4.1
16,500 16,500 3.69 16.500 3.69
67.000 67,000 3.35 67,000 3.35
50,000 50,000 3.33 50,000 333
16,000 16,000 3,20 16,000 320
5,000 5,000 3.00 - -
50,000 50,000 2.94 50,000 2,94
180,410 180,410 2,77 180,410 217
51,000 81,000 2.28 91,000 2.28
356,009 356,008 2.09 356,009 2.09
26,000 25,000 1.49 25,000 1.49
27,060 27,050 1.35 27,050 1.35
1,600 1,600 0.81 1,600 0.81
100,000 100,000 D.5¢ 100,000 .57
£0,000 50,000 0.50 50,000 Q.50
300,000 300,000 0.46 300,000 0.46
18,582 18,582 D.45 18,582 0.45
8,268 9,258 0.30 - -
199,584 199,584 0.24 180 584 0,24
200,000 200,000 0.22 200,000 022
6,222 6,222 0.1z 6222 012
6,500 6,500 0.08 6.500 0.08
1,608 1,608 0.74 - -
3 3 . -
18,354 - - 18,354 0.30
- - - 75,000 2.00

3,861,067 2,782,127

{ 17,600) 10,5000

( 44} (  53,658)

$ B,105,302 $ 7,283,404

thousand. Taishin Financial proportionally recognized the amount of $44 thousand.

TL
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Based on their audited financial statemeants for the yvears ended Decembar 31, 2003 and 2002, the aquity in net
income (loss) of investee companies accounted for under the equity method are as follows:

For the Years Ended December 31

2003 2002
Taishin Asset Management Co., Lid. £ 113,860 % 1,009
Taishin Insurance Agency Co., Ltd. 186,802 133,801
Dah Chung Bills Finance Corp, 113,507 102,274
Taishin Leasing and Financing Co., Lid. {6.310) 30,646
Taishin Marketing Consultant Co., Ltd. 1,354 105
PayEasy Digital Integration Co,, Lid. 26,718 22,828
Anew Holdings Lid. 105,027 9,756
Taiwan Futures Co., Ltd. 34,252 35,040
Taiwan Securties Investment Advisary Co., Lid, 5,361 7,440
Shin Ze AMC Co., Ltd. 48,210 -
Others 15,025 10,078
Total $ 643,087 ] 352 076

A lotal of 1,310 thousand shares of Taishin Financial were hald by the subsidiary of Taishin Bank, Taishin Real-
Estate Management Co., Lid., with a carrving value of $17,500 thousand as of December 31, 2003 and 2002,
According to 5FAS Mo, 30, common shares of Taishin Financial acquired by its subsidiary were recorded as
treasury stock, and amounted to 317,500 thousand and $10,500 thousand, calculated on the basis of ownership
interest as of December 31, 2003 and 2002, respactively.

On April 25, 2003, Taishin Bank sold 60,000 thousand shares of Taishin Leasing and Financing Co., Lid., which
was valued by equity method, and recognized a loss on sale of long-term investment amounted to $176,107
thousand. Due to a decrease of Bank's ownership interest from 49 95% to 19.95%, Taishin Bank turmed to adopt
the cost method, and thus the value is detarmined by the lower of cost or market, Taishin Financial recognized a
permanent loss on decling in value of $117,111 thousand resulted from recording cost to fair market value. As of
December 31, 2002, the unrealized loss on long-term equity investments resulted from, at the percentage of
ownearship, the market value decline of listed stocks held by Taishin Leasing & Financing Co,, Ltd. accounted for
by the equity method and amounted to $53,614 thousand.

Because of the changes in shareholders' structure of Dah Chung Bill Finance Corp., Taishin Bank does not have
influence on the inveslae, Taishin Bank Wwrned o adopl the cost method and thus the value is detlermined by the
lower of cost or market. Taishin Bank recognized a permanent loss on decling in value of $85,619 thousand
resulted from recording cost to fair market value.

Taishin Financial's whally ownad subsidiary, Taisin Venture Capital Investment Co., Lid. increased ils interest in
Taishin Venturae Capital Investment Co,, Ltd,, valued under cost method by Taishin Bank, so the Taishin group
consolidated ownership interest is over 20%:; thus, the Bank valued the Taishin Venture Capital Investment by
Uity method.

Under generally accepted accounting principles in the Republic of China, a parent company is not required to
consolidate the financial information of its subsidiary when (a) both total assets and total oparating revenues of the
subsidiary are less than 10% of that of the parant, and (b) bolh consolidated tolal assels and tolal operaling
ravenueas of these subsidiaries are less than 30% of that of the parant, Consaquently, financial information for all of
the above-listed subsidiaries in which the parent company's ownership interest is more than 50% is not
consolidated into the presented financial statements.

13. OTHER FINANCIAL ASSETS

December 31
2003 2002
Other financial assets: i1 4,032,341 i 5,835,218
Delinguent loans (Note 1) 3,074,770 1,454,488
Guaraniee deposits paid (Note 34) 13,138,656 14,812,163
Refundable collaterals {Note 34) 394,713 1,247 228
Collaterals and residuals taken over 1.199,340 1,144,044
Operating deposits {Note 34) 357,955 271,008
Settlerment funds 2,392 034 1,019,052
Buy option premium 995,124 915,553
Oihers $ 25585933 § 26,698,754

According to the"Rules Governing the Administration of Securities Companies”, as amended in September 1996:

{a)In the first yvear of commencing trading, all brokers are required to deposit NTE1S million of settlement funds
with the Taiwan Stock Exchange before commeancing trading, and contribute carain percentage of the trading
amounts to the fund within 10 days after end of each quarter. In the second year, the sattlemeant funds will be
decreased to NTEY million including the previous year's contribution amounts. If the accumulated funds from
the previous year excead or are less than NT$EY million, the brokers can claim a refund from the Tawan Stock
Exchange or submit the shortage, respeactively, at the end of January each year,

{b)All dealers are required to originally deposit NTE10 million in a settlement fund to the Taiwan Stock Exchange
before commencing trading.

{c)Securities firms are required to deposit NT$3 million in a settlemant fund to the Taiwan Stock Exchange befora
commencement of trading for each additional branch operations, and such amount will be reduced to NTE2
million from the second year.

{d)As of December 31, 2003 and 2002, the balance of such setllement funds amounted to NT$357 955 thousand
and NT$271,008 thousand, raspactively.

14. PROPERTY AND EQUIPMENT

December 31
2003 2002
Accumulated  Carrying Carrying

Cost Depreciation Value Value
Land $ 11688361 § - £11.688,361 £10403,534
Buildings 5,696,280 571.273 5,125,007 4 625 429
Machinery equipment 3038144 1,334,903 1,703,241 1,110,932
Transportation and communication equipment 348,759 147,000 201,758 226,394
Miscellareous equipment 546,161 381,040 165,121 399,855
Leasehold improvement 840,902 693,933 246,969 191,173
Prepayments for building and equipment 699,498 - 99 4948 26521 865
Total $220958,105 $3,128,149 $10829956  £10.439,182

As of December 31, 2003 and 2002, total insurance coverage for property and equipment amounted to $8,014.540
thousand and $7,464,285 thousand, respectively. Property and equipment were pledged as collaterals (Note 34).
Interast capitalization by Taiwan Securities for the years ended December 31, 2003 and 2002 amounted to
$15,421 thousand and $28,726 thousand, respectively.
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15. OTHER ASSETS
December 31
2003 2002
Deferred income tax assets (Mote 31) i1 2,618,903 i} 4 297 758
Deferred charges 1,926,195 1,325,891
Goodwill from merger 2,401,973 3,160,741
Rental assets, net 330,697 334,882
Debit item for consigned trades, net 147,380 -
Others 3,780 204315
Total $ 7,428 B47 $ 0,323 585

As of December 31, 2003 and 2002, the rental assets of Taiwan Securities consist of the following:

December 31

2003 2002
Land ;3 200,070 ;4 200,070
Buildings 164,461 164,461
Less accumulated depraciation { 33,934) { 20, 648)
Total % 330,597 ;3 334 AAZ

Az of December 31, 2003 and 2002, Taiwan Securities had casualty insurance coverage for rental assets totaling

$£85,366 thousand. Rental assets were pledged as collaterals (Mote 34).

Delails of secunty brokerage accounts with a debil (credit) balance as of December 31, 2003 and 2002 were as

follows:
2003 2002
Debits:
Settlement accounts receivable $ 2,448 166 ) 1,317,272
Receivable securilies purchased for customers 6,833 680 3,658,212
Receivable price of securities purchasad for customers 3,228 652 1.557 200
Receivable securities sold through consignment 3,214,186 1,528,297
Settlerments price { 158,804 191,357
Cash in bank setlements 24,508 67,642
Subtotal 15,590,407 H,319,883
Credits:
Securilies deliverable purchased for customers 6,833,680 3,658,212
Price payable of securities sold for customers 3,212,737 1,527,950
Settlermant accounts payable 3,214,196 1.528,297
Other accounts payable 2,167,581 1,682 525
Marginal and securities borrowers payable 14,824 312,454
Subtotal 15,443,027 8,708, 436
Met ] 147,380 (3 388,455)

16. SHORT-TERM BORROWINGS

Ag of December 31, 2003 and 2002, interest rates on short-term unsecurad loans of Taiwan Securities ranged from

1.20% to 1.40% and 1.80% to 5.25% per annum, respectively.

17. COMMERCIAL PAPER PAYABLE

December 31
Guarantee and acceptance institution: 2003 2002
International Bills Finance Co. ] 350,000 ¥ 350,000
Chung Hsing Bills Finance Co, 500,000 500,000
Chinatrust Bills Finance Co. 160,000 .
Hua Nan Bills Finance Co. 150,000 -
Pohyvest Bills Finance Co. - 100,000
China Bill Finance Co. 800,000 340,000
E. Sun Billz Finance Co. 250,000 100,000
Ta Ching Bills Finance Co. 150,000 160,000
United Bills Finance Co. - 150,000
Hsinchu International Bank 200,000 -
Taishin Bille Finance Cao. 300,000 GO0,000
Fuban Bills Finance Co. 1,650,000 425,000
Grand Bills Finance Co. 1,125,000 700,000
Central Slis Finance Co. - 400,000
Taiwan Bills Finance Cao, 800,000 200,000
Subtotal 6,235,000 4,015,000
LInguarantaed 250,000 -
Less discounts on shori-term bills payable { 4 613) { 1,973}
Total ] 6,480,387 $ 4,013,021

As of December 31, 2003 and 2002, interest rates for commercial paper payable ranged from 0.68% 1o 1.10% and

1.06% o 1.58% per annum, respectively, Please refer to Note 34 for pladged assats,

18. BONDS SOLD UNDER AGREEMENTS TO REPURCHASE

As of Decembear 31, 2003 and 2002, bonds sold under agreements to repurchase amountad to $11,283 788
thousand and $22,486,111 thousand with interest rates ranging from 0.65% to 1.60% and 1.058% to 2.50%.

raspactively.

19. DUE TO BANKS

December 31
2003 2002
Due to the Central Bank ;3 32,971 3 49 787
Due to banks 372,149 1,973,871
Call loans fram banks 49,342 238 31,641,803
Bank overdrafts 1,558,028 425 526
Tatal $ 51805387 34091187
20. PAYABLES
December 31
2003 2002
Interest payable $ 1,784,581 i 2.613,940
Accrued expenses 2,335,748 1,793,110
Accounls payable 22,187 966 16,775,601
Forward exchange contracts payabla, net 683,024 -
Warrants issued liability 180,456 35,825
Others 4,520,523 4,214,005
Tolal $ 31,698,200 § 25434481
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Details of warrants issuad by Taiwan Sacurities are as follows, {c)Taishin Bank issued a $3,050 millicn subordinated bank notes on July 10, 2002, Terms are as follows:

December 31 Bond ftem A B 1: B E F G H |
2003 2002 Issue Amount 200000 600000 500000 B00000 500000 200000 200000 150000 200,000
Waranis issued A §  691.200 Face Value 10000 10000 10000 10000 10000 10000 10,000 10000 | 10,000
Gair on change in fair value { 810.805) { 583,200) | { | . . . . . .
Market valua 828,200 108,000 Issue Price 10,000 10,000 10,000 10.000 10,000 10.000 10,000 10.000 10,000
Repurchased warrants 916,08 104,443 Durati 20020710 | 200207,10 20020710 20020710 20020710 20020710 20020710 20020710 20020710
o . ura ||:|r'| e bt e Pud e e Eat] b Fud
Loss (gain) on change in value [ 268.274) i 32.268) 2005.07.10  2007.10.10 20074010  2007.10.10  2007.10.10  2007.10.10 20071010 | 2007.10.10  2005.07.10
Market value G417, 744 72175 ' From the ' '
. - rrom From the
Net of warrants issued liability $ 180,456 $ 35,825 BsLANce R —
date, tha
. . date the
Taiwan Securities issues American warrants, which are effective one or half year after listing on market and will be Interest &Tﬁiﬁ:ﬂ From the ssuance date, the interest will be accrued quartery and paid semi-annually. interast will
sellled by cash or securilies under the option of Taiwan Securities. As of December 31, 2003, the details of Payment quartery | e merestaf the three monihs before malurity wil be paid at maturty date. b accrued
warranis issuad and repurchasad warrants are as follows, exclusiva of those un-exercisable warrants: and paid ?ﬁmﬁw
SETI-
anaually annually.
Warrants  Name of Number of Exercisableat  Issued  Issued Price Exercise Number of Market - —
Warrants Warrants ~ December Date  PerShare Price Per Repurchase Value Per The interest will be accrued on single and fioating coupan rate: the first interest-determined date is an 2nd w&mﬂ
31, 2003 Share Share Interest day before the issuance date. From the issuance date, the interest raie should be adjusted quarterly in | Z -~ o
accordance with the floating rate an the 2nd day before interest-datermined dafe and be accrued on single | _
T510  Foxconn 65,000,000 46,272,000 Sept05, 2003 £2.20 % 160,60 11,088000 % 035 Accrual rater in addition. the Interest rate shaud not be lower than 0.00% and the inferest will be accrued on the basis E&EI:I!EI and
TS511  GWO Chang Multi of actual days. coUpoN rale
Products Cao. 70,000,000 49,036,000 Sept.15, 2003 215 107.00 1,591,000 0.40 -
TS12  CMC 70,000,000 50,063,000 Sept19, 2003  2.20 3612 17644000  0.50 15t ig-ggﬁg {Eﬂ?ﬁg_ {?ﬂ?ﬁg' (11.00%-2X
TS13  Manya Technology Co. 70,000,000 50,463,000 SepiZ, 2003  2.20 57.12 64,928,000 1.50 Year Rata} Rata) Rata) Eg;';”ﬂ 4.15%
. | | | 4 63%
TS14  Mega Holdin 70,000,000 49,726,000 Ocl03, 2003 2.20 20,70 35,686,000 1.80 - - -
ga Holdings ond  (650%-  (B7S%-  (B7S%-  (7.00%- e st 18 40,5092 2.65%
T815  China Steal Co. 70,000,000 48,001,000 Oct13, 2003 2,20 33.88 60,321,000 1.05 Floatng | Floaing | Floating | Floating months: | L20 5% -
T516  Media Tek Inc. 48,000,000 33664000 Ocii1s, 2003 3275 54900 33,773,000 0.85 Interest _ Ratg) _ _ Fleating _ Fatz) _
TS17 UMC 55,000,000 38,510,000 Oct23, 2003 2877 39.13 50,422,000 1.18 Rale 3rg T18%-  (TAS%-  (7.30%- Rate} (10.00%-2
T518  Real Tek 100,000,000 70,008,000 CcL31, 2003 1.588 62,00 90,555,000 0.75 Year Eﬂmhr-g Eﬁﬂtlng E:l:atlng Fromthe | Fleating th;ﬁng s
T519  Quanta Co. 70,000,000 49,174,000 Meow OF, 2003 1.985 A9.00 65.835,000 1.00 | te) { =) | &) 19th | Ratg) i lowar
T520  ASE Inc. 35,000,000 24,551,000 Dec03, 2003  3.076 44.55 34,163,000 2.90 Ath (F55% - (f.5%% - (7B0% .  (7.05%- {."E%";{', . |(950%-2x | than
A Floating Floating Floating Floating | Foati Floating | 4-70%-the | p
T§21  Acer 60,000,000 42,047,000 Dec0s, 2003 0.992 56.65 58,574,000 085 Year Ra Rate oaling Ra coupon rate
e} ] Rate) Rate} Rate} ter) .
T§22  Waterland Financial i - i - | S‘EE;E
Holdings 40,000,000 28,050,000 Dec.11,2003  1.091 12.74 39,652,000 1.15 f,g'ﬂr (795%- | {7.95%- (900%-2X | (g g%,
Mty A Floating Fleating Floating Flnating MIA
ity Rate} Rate) Ratg) Rae)
21. BANK NOTES |
Redemption
Taishin Bank issued bank notes to enhance its capital ratio and to increase medium to long-term operating funds. on the The: bands will be redesmed at the maturity date in cash at par value
Details of the bank notes are as follows: Maturity Date
{a)Taishin Ean_h issued a 10-year bank notes in the amount qu 35,000,000 thousand al par valug on C_*Gtﬂber 2, Other 1. The interest payments rely on the amount Tashin Bank accrued. Overrun interest will not be paid.
2001. The interest rates for years one to five and years six to ten are 4.05% and 4.45%, respactively. The Agreements | 2 The bonds are bearer. but could be ted into registered upon holders' request
interest will be paid annually. Taishin Bank has redemption right on such bank notes at par value plus accrued

interest ble starting from the sixth year onward.
' pays ring P R The floating rate is determined by the 80-day commercial paper fixed rate in the secondary market, provided by

(b)Taishin Bank issued a 7-year bank notes in the amount of $4,800,000 thousand at par value on January 30, the Money Line Telerate at 11:00 am on the interest-determined day.

2002, The interast rate for years one to seven is 4.00%. The interest will be paid annually. The principal should

ciTaishin Bank issuaed a S-vear bank notes in the amount of 1,900 million at par valua on November 15, 2002,
be paid back at once when due, (d) ye 2 4

The interest rate for years one to five is 5.02% per annum minus the current interest rates of 180-day
commercial paper, but should not be less than 0%. The interest will be paid semi-annually, and the principal will
be paid back at once when duse,
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{2} Taishin Bank was authorized to issue $15 bilion bank notes under the approval of MOF on May 6, 2003 and partially issued
$4 billion bank notes as follows:

Taishin Bank issued first $1,000 millen bank notes in 2003

.. The Method of Redemption

Interest Rate Face Value " g infarest Fayment

4, 2% mnus 6-manth LISD
LIBOR except for the first

Bond Issued Date Maturity Date Duration Issue Amount

A, 2003.10.08  2008.10.08

year ficed at 4.1%. In Bonds will be
addition, the interest rate redeamed on the

B | 2003.10.08  2008.10.08 shoutd rot be less than 0%, maturity date at par
From the second year, the value in cash,
interest rate is recalculated Irterast will ba

c 2003.10.08 2008.10.08 &-year $En?ﬁlbn each semi-annualy in accordance $I|;Ehnuﬂs[;nu accruad on simple
with the floating rate on the rate and paid semi-
first day of each interest annually from the

0 2003.10.08 2008.10.08 paymant perod, The fleating issLance dats,
rate & provided by the

E | 2003.1008  2008.10.08 Maneyine Telerate on the

re-set day at 11:00 AM.

Taishin Bank issued second $900 million bank notes in 2003;

- The Method of Redemplian
Face Value 'ifnterest F'r:"meﬂt

Interast Rate
4 9% minws 6-maonth LSO

Bond Issued Date Maturity Date Duration Issue Amount

J00 millian LIBOR and the interest rate
P 2003.11.28 2008.11.28 b chould ot be less than 06 -
- The first interest-determined Bronds will be
date is November 28, 2003, redeemed on the
B | 2003.11.28  2008.11.23 The following intarest rate, maturity date at par
o - from 2™ year to 57 vear, is valug in cash,
B-year recalculated in accordance | $10,000 | Intenast will ba
$e00 with the floating rate on 2 thousand f':é";ﬁg gﬂﬁ?ﬁ
million each | day prior o interest payment -
C 2003.11.28 2008.11.28 Jate: the first day of each -ﬁl‘ll‘]uEl""‘.’ fram the
payrment period. The fieating issuance data,
e
Ine lalerabe ont
0o 2003.11.28 2008.11.28 re-set day at 11-00 AM.

Taishin Bank issued third $2,100 million bank notes in 2003:

The Method of Rademption
and Intarest Payment

Interast Rata Face Value

A.89% rminus §-maonth LIBOR,

Bond Issued Date Maturity Date Duration Issue Amount

A, 20031216 20081216 The 6-maonth LIBOR is
' ' $200 recalculated in accondance Bonds will be
B | 20031216  2008.12.18 million 8ach | with the fioating rate on 2 redeemed on the
. . | day prior 1o interest payrneant malurity date at par
date, the first day of each value in cash,
C | 20031216 20081216  S-year payment pariod. The ficating Interest will be

accruad an simpke
rate and paid semi-
annually fram the

rate is provided by the
20081216 £300 Moneyline Telerate on the

o 2003,12.16
million each | Me-setday al 11:00 AM.

' ' In addition, the nterest rate issuance dale,
E 20031216 200B.12.16 should not be less than 0f%.
. . | . CE0,000
The inerest rate is [2.5%NTD | thousand
CMS Sy-MTD CMS 2v)] Boncds will be
+0.45%. "NTD CMS 5y 5w
F 20031216 20081216 NTDCMS 2y is re::lee_rrua-d on the
determined by 1RS MID rate maturity date at par
of 5 year and 2 year NTD value in cash,
b yiears SED'D interest rate swap on the 2nd Interast will be
millien each day before interest payment accrued on simple
date at 11 AM, provided by rate and paid
G | 2003.1216  200B.12.16 PYTWD01 of Reuters on the quarierly from the
re-set day at 11:00 AM. In Issuance dale.
addiion, the interest rate
should not be less than 0%
(Continued)

Bond Issued Date Maturity Date

H 2003.12.16

| 2003.12.16

2008.12.16

2008.12.16

Duration

5 years

22. DEPOSITS AND REMITTANCES

Issue Amount

$200

millign each

Interest Rate

Face Valuea

If “Z-month LUSD LIBOR™ is
less than 1.1%, the interest
rate is“3-manth USD LIBOR"
plus 0.65%:; if "3-month LSD
LIBOR" s betwesn 1.1%
and 2%, the intarast rate is
3.25%: if "F-momth LUSD
LIBOR" is greater than 2.0%,

the interast rate is 5.0%

minus Fmenth USD LIBOR. $1tEEDuI::~.jand
“3-month USD LIBOR™

is determinad by 3-manth

USD LIBOR on the 2™ day

before intarest paymeant date,
provicked by the Moneyline
Telerate on the re-set day at
1100 AM, In addition, the
interest rate should be not less

than 0%.

The Mefhod of Redemption
and Intarest Payment

Bonds will be
redesmed on the
maturity date at par
value in cash.
Interest will be
accrued on simple
rate and paid
Quartery frarm the
iEmsuance date.

December 31
2003 2002
Checking account deposits % 3,429,324 i 3,607 860
Demand deposits 36, 144 861 25,064 644
Time deposits 114,013,882 113678874
Time certificates of deposit 18,805,500 2,837,400
Savings deposits 188,942 786 184,206,118
Deposits transferred from the Postal Bureau 48,354 667 52,301,776
Remittances and drafts issued 264,228 114,967
Total § 410955248 % 381,801,639
22. DEPOSITS AND REMITTANCES
December 31
2003 2002
Unsecured convertible bonds - par $ 1,468,800 $ 3,000,000
Unsecured European Convertible Bonds - par 6,591,882 -
Unsecured European Convertible Bonds - premiums 5,446
Linsecured subordinaled corporate bonds B,000,000 -
Unsecured bonds - par 5,000,000 -
21,066,228 3,000,000

Add:

Interast compensation payables - unsacured convertible bonds 87,347 26,877

Interest compensation pavables - unsecured Eurcpean Converible Bonds 112,458 -
Less transferred to current portion of corporate bonds {5 1,526,247) % .
Total 19,709,786 3,026,877




Financial Statements

In order to expand business operation and increase recognized income from investees, Taishin Financial issuaed
unsecurad converlible bonds, unsecured European Converlible Bonds and unsecured subordinated corporate
bonds, and Taishin Bills Finance issued unsecured bonds approved by the Bureau of Monetary Affairs [ "BOMA™)
and the SFC. Indicative terms and conditions for the bonds were as follows:

Unsecured Convertible Bonds
A lssue amount: 3,000,000 thousand at par value.

H. Denomination: Unsecured convertinble bonds in denomination of $100 thousand.
. Issue date: Seplember 13, 2002,

[ Issue price: Coupon value.

E.Maturity date: 5 yvears from the issue date.

F. Coupon rate:; 0%,

G Conversion period: Except for the closed period (determined by ROC Law applicable from time to time), bonds
may be converted 120 days after the issue date and 10 days prior to the maturity data.

H. Conversion ilam: Thea issuer's common shares,
| Pricing:
{a) Conversion price per share of $15.50 is determined on the pricing date.
(b) The conversion price per share shall be adjusted in accordance to anti-dilution principles when the issuer
raises new capilal, distnbules stock dividends or issues employes bonus shares, or in any other dilutive
evants specified in the Trust Deed.

. Redemption at the option of the bondholders: Put option of the convertible bonds give bondholders the right to
demand from the issuer the redemption of the bonds at par value plus the interest compensation after the
second to fourth anniversary.

k. Redemption at the opticn of the issuer:

{a) The issuer may call back all of the bonds 2 yvears after the issue date and 40 days prior to the maturity date,
al a price o vield margin, in the event that the closing prces of the common shares of Taishin Financial
traded on TSE for the 30 consecutive trading days exceeds S50% of the conversion price; or

(B)The issuer may redeam the cutstanding bonds in the whole, but not in part, at a price to vield a margin, in the
event that over 95% of the bonds have been redeemed or converted.

() The yield-to-maturity rates of the bonds are as follows:

Holding Period Annual Yield Rate
The second anniversary to third anniversary 2.50%
The third anniversary 1o fourth anniversary 3.00%

Fourth anniversary 40 days prior to the maturity date Denomination of $100 thousand

L Redemption on the maturity date: Unless previously converted or redeemed. the bonds will be redeemead on the
maturity date in cash at par value.

K. Interest compensation payable: The difference between the redemption price and face value of a bond is
amortized by the effective interest (3% per annum) method and is credited to the reserve for bonds redemption
accounts from the issue date to the exercise date. The interest compensation payvable balance is $67,347
thousand as of Decemier 31, 2003,

Az of December 31, 2003, convertible bonds exercised amountad to $1.531,100 thousand. Because
bondholders can execute the put option from September 13, 2004, the balance of converlible bonds
$1,468,800 thousand, and its interest compensation payvable $57,347 thousand are transferred to current
liabilities.

Unsecured European Convertible Bonds

A lssue amount: US$220,000 thousand granted (including further issue of US$20,000 thousand).

B Denomination: Unsecured convertible bond in denomination of US31 thousand.

. Issue date: April 17, 2003.

[ lzzue price: 100% of the principal amount of the bonds; the further issue at 101% of par value.

E. Malurity date: 5 years from the issue date (Apnl 17, 2008).

P Coupon rate: 0% par annum,

5. Convearsion period.Except for the closed period (determined by ROC Law applicable from time o time), bonds
may be converted after 90 days from the issue date and 30 days prior to the maturity date.
H. Conversion item: the issuer's common sharas,
|. Pricing:
(a)Conversion price per share of $21.33 is determined on the pricing date (based on the fixed rate of NT$34 .81
ler LIS,
(D) Taishin Financial shall change the conversion price in accordance with any events specified in the Trust
Dead.
(c)After July 31, 2003, conversion price per share is modified to $20.15, in accordance with events specified in
the Trust Deed, under the approval of board of directors,

J, Redemption at the aption of the bondholders:After April 17, 2006, the bondholders may demand from Taishin
Financial the redemption of the bonds at par value plus interest compensation, calculated on a semi-annual
basis at 2.4% per annum when:

—the issuer's commaon shares ceased to be listed or admilted to trading on the Taiwan Stock Exchange, or
—the occurrence of a change in control power, or
—other, the third anniversary

. Redemption at the oplion of the issuer:

(a)At maturity:Linless the bonds were previously redeemed, repurchased and cancelled or converted, tha
issuar will redeam the bonds on the maturity date at 112.69% of the outstanding principal amount.

(b Prior to maturty:At any time on or after April 17, 2006, Taishin Financial may redeem the bonds totally or
partly at par value plus interest compensation, calculated on a semi-annual basis at 2.4% per annum when:
—the closing prices of the commaon shares of Taishin Financial traded on Taiwan Stock Exchange for 30

consecutive trading days exceed 130% of the conversion price; or
--over 95% of the bonds have been redeemed or converted; or
—as a resull of certain changes in the tax laws in the ROC or in other junsdichion wherg the issuer is
governed, the issuer becomes obligated to pay additional taxation,

L. Redemption on the maturty date:Unless previously converted or redeemed, the bonds will be redeemead on tha
maturity date in cash at a price of par value.

WM. Interest compensation payable The difference between the redemplion price and face value of the bonds is
amortized by effective interest (2. 40%) meaethod and is credited to the reserve for bonds redemption accounts,
Interest compensation payable balance was $112 458 thousand on December 31, 2003,

As of December 31, 2003, unsecured European Convertible Bonds exercised amounted to US$26,.007

thousand.

M. Trading market: Luxembourg Stock Exchange
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Unsecured Subordinated Corporate Bonds

laishin Financial issued $8 billion unsecured subordinated corporate bonds in December 2003, Details were as

Unsecured Bonds (1)

o ltem A Bond B Bond C Bond Total
oS
N C'w . Derarmination $800,000 4200000 $200,000 $1,.200,000
om0 AAL CAB . AC AD AE AF AG AH Al Al Ak AL BA lssue amount $600.000 $200,000 $200,000 £1,200,000
|50 4500 | 500 500 200 300 300 200 450 00 00 200 00 250 Rate 1 850 1 85 1.85%
armaunt | milliory | méson | meson | milkon | millon | millon | melion | mesan | millien | millen | millien | miliens | million o - . ;
Face vale 10 or 50 milkian 10 miian lssue date June 25, 2003 Jure 26, 2003 June 27, 2003
lssuE price Par vale Redemption date Every Jung 25 Every June 26 Every June 27
ot 021212621215 | 921216 | 521217 | 921218 w2210 | @2 (w122 epi2od g2 122s 120 @212 021212 Is5ue penod e ryeat o yedr
Dhuration 5 ey s e - - i s - o in - o " - Redernption on the Incashal a pnce bncashatapnce In cash &t a prce
212 215 [ 98.121 217 | 99,121 1222 24 9912259812, A2, 12,12
L | %8 (B31216 | 99 | 991218 | 981219 8 |99.1223 | 901224 | & (901226 | W91220 0 O iy ciale ot val® of rayvake of par valis
rrom the
Interest _—_— i o : issuance dale,
annual, Item A Bond B Bond C Bond D Bond E Bond F Bond Total
The intesest wil Denomination  $200,000 200,000 $200,000 $200,000 200,000 $300,000 $1,300,000
be accrued on Issue amount §200,000 $£200,000 3200000 $200,000 $£200,000 $300,000 $1,300,000
ok Jle Rate 1.6250% 16251% 1.6250% 1.6251% 16251% 1.6250%
"EE-ELS"E first 5508 chle Pugust 25,2003 August 25, 2008 AugustaS 2003 Augusl 26,2003 August27, 2000 August 27, 2003
| -
determned caia Redemption date  EveryAugust2d  Everyfugust2d  EveryAugust26  BveryMugusi2B Bwvery August @y Bvery August 27
ﬁaﬁrgﬁ:;a'-" Issue perind Bevear Svear Bvear Seyear Syear Seyear
issuance dala, Redermgtion on Incashalapnce  Incashalaprce Incashalgpice Incashataprice  Incashalaphce  Incashala price
Inferest Tr?;.m.:ﬂ;ﬂ the maturity date  of par value of par valug of par valug of paar vialug of par value of par valug
T From the issuance date, the interest will be fied and simple interest rate. gdj;redaaa“‘i-
annual on the 2™ Unsecured Bonds (lI1)
day before the
interest payrmert item A Bond B Bond C Bond D Bond E Bond Total
e rieres s Dencminaton $200,000 $200000 $200.000 $200,000 @000 1000000
fﬂﬁﬂﬂ{ﬁ é{f& Issue amaunt $200,000 $200,000 $200,000 $200,000 $200,000 $1,000,000
anc will be Rate 2.3000% 2.3000% 2.30005%, 2.3000% 230005
pecrues o e Issue dale Noverrber Moverrioer Movember November Novamber
days. 10, 2003 11, 2003 12, 2003 13, 2003 14, 2003
: Redemption date Every May 10 and Every May 11 and Every May 12 and Every May 13 and Every May 14 and
Coupon ral Brm- MNowember 10 November 11 Nowermiber 12 Nowsmiber 13 Mowember 14
oupon rase | 3.5% lcating rate
: — |s5uie period Syear E-year Seyear S-year Syear
~edemption . . . . . .
o e The bonds will be redeemed on the maturity date in cash at par vale. Redermption on In cazh at a price In cashal a price Incash at a pnce In cash at a price In cash at a prce
matuity date the maturity date of par value of parvalue of parvalue of par value of par value
1. The interest paymenis rely on the amount Taishin Financial accrued.
2.The bonds are bearer, but could be converted into registered upon holders' request
Cther 3.f Taishin Financial's consofdated Capital Adeguacy Ratio {"CAR") is lass than the authorities' requirements, Taishin Unsecured Bonds {W}
Financial should stop paying interest and redeeming of the bonds until the consolidated CAR conforms to the reguirements. ltem A Bond B Bond C Bond D Bond E Bond F Bond Tatal
Note: "Floating Rate” is determined by the 80-day commerncial paper fixing rate in the secondary market, provided by the Maney Line Tekerate O [ w0 o0 00 00000 o0 1 500,000
at 11.00 AM on the nferest-detlemined day. $00, $20, $30, <L UL $0, $ '?ﬂ '
I55LE amount $300,000 £200,000 $300.000 $300,000 £200,000 §200,000 $1,500,000
| der | _ ki tal 4 h " 1 struct [sishin Bills F ssted 4 Rate 2.5000% 2 A502% 2.4501% 2.4500% 2 4500% 2.4501%
n or Efr 0 raise working capital and enhance financial struc Ere, E.[E in Bills Finance |§5u unsecure Decarmber Decarmber December Decernber Decarmber December
convertible bonds approved by the Bureau of Monetary Affairs { "BOMA™) and the SFC.  Indicative terms and 5508 dake 36,9003 3G 2000 2990011 20,2003 50,2007 30,2003
tions for th follows: . : ' ' : ;
conditions for the bonds ware as follows Redemofion dats Every Jung 26 and EveryJune 283and EvenyJune28and EveryJune 23and EveryJune3land Ewvery June 30 and
2003 2002 e December 26 December 28 December 28 December 23 Decamber 30 December 30
The First issuance of unsecured convertiole bands (1) ;3 1,200,000 % - I5sue penod Sryear Sy ryear Sryear SrypesEr Sryear
'he second issuance of unsecured convertible bonds (1) 1.300,000 Redemgption on |':Jfﬂ35"' dla prce |f|']:_33§"3;3 price ":;E'mﬁ price Ir::fmh E'EIE' price |f|'];335h:;3 price "LTWS“E prce
maturi value U B value T e
The third issuance of unsecured convertible bonds (1) 1,000,000 - the lydae P P o il P o
The fourth issuance of unsecured convertible bonds {IV) 1,500,000 -
% 5,000,000 i -
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24. LONG-TERM BORROWINGS Reserve for Contract Losses
As of December 31, 2003 and 2002 Taiwan Securities’ long-term borrowings were as follows: As of December 31, 2003 and 2002 reserve for contract losses was $21,282 thousand and $48,181 thousand,
respectively. According to the RGSC, effective from July 1, 2000, Securities Brokers' reserve for contract loss was

2003 2002 reduced from 2% to 0.0028% of their monthly commission income; such reserve is only allowed to be used to
Long-term loan ] 1,000 B 444 (W) offsel loss arising from brokerage trading or items which have been approved by the Securities and Fulures
Less current portion { *,000) { 284 000) Commission,
Long-term commercial paper payables 500,000 - . R
Less discounts { 1 989) ) Accrued Pension Liabilities
""""""""" e Reconciliations of pension fund contributions and accrued pension liabilities of Taishin Financial and subsidiaries
Total ] 498 011 5 150,000
are as follows:
Long-term loan of Taiwan Securities at December 31, 2003 and 2002 consists of the following: December 31, 2003
Bank Due dates and rates Criginal Amount 2003 2002 S TER T Tgﬁgn
Shin Kong Life The principal balance is due at maturity 294,000 % - $ 294,000 Financial Bank Securities  Finance Total
Insurance Co., Ltd. on March 3, 2003 and interest at 5.25% Actuarial present value of benefit obligation:
payable each morth, Vested benefits obligation % - & e § 42 ¢ 673 (3 5247
China Limited Trust & The principal balance is due at maturity 150,000 1,000 150,000 Man-vested benefits obligation { 2H60) ( 433500) ( 17BMSO) 95721 (  622.800)
Investment Corporation  on September 30, 2004 and inferest at Accumulated benefits obligation {2869 ( 433886) ( 181157 [ W0245) ( 6281370
350% payable each manih Additional benefits based on future salaries {2245 ( 343795) ( 9768Y) (  BE3Y) ( 452552)
Sublotal 1.000 444,000 Projected benefits obligation (5114 ( TI7ESY | 278B38) ( 19076)  ( 1.080689)
Less current portion ( 1,000) {  284,000) Plan assets at fair value - 731,547 65,703 18,104 815,354
Total ] - $ 150.000 Projected benefits obligation in excess of plan assets  {  5114) {  46114) ( 213138 | 972 265,335)
Unrecognized transition assets 21585 44 900 3,537 2639 53,23
Unrecognized pension gain (loss) 470 70,893 [ 41069 | 7.519) 22775
Taiwan Securities' long-lerm commercial paper payables al December 31, 2003 and 2002 consist of the following: Deferred pension cost | 380) ; ; - 3a0)
2003 2002 Prepaid pension expense {accrued pension liabiliies) (¢ 2869 & 69679 (5 250667 (% 54520 (% 189709
Grand Bills Finance Co. $ 500,000 B - December 31. 2002
Less discounts { 1,080) - ' Taishin
$ 498,011 $ - Taishin Taishin Taiwan Bills
Financial Bank riti Finan Total
Ag of Dacember 31, 2003 and 2002 interast rates on long-term loans listad above ranged from 1.10% to 3.50% _ - nanes : Securities nanee o
and 3.50%, respectively. Please refer to Note 34 for pledged assets. Actuarial present value of benefil cbligation:
Vasted benefits obligation 3 - 8§ 5837 i 3888 (% B44N (% 18373
Non-vested banefits obligation { 2882 ( 3NN 1440300 7853 AT8ATE)
25. OTHER LIABILITIES Accumulated benefits obligation (2882 ( 330048 ([ 148018) | 16300) ( 497.248)
December 31 Additional berefits based on future salaries ( 1969) { 271085 ( 110.55%) (  B261) (391,877
2003 2002 Projected benefits obligation | 45851 { B01,143) (2685700 | 24,561) { 889,125)
Payable for securities financing guarantes % 1,162,572 $  $1.088,359 Plan assels at fair value ; 438,497 49,914 14,255 502 662
Sell np!jan prerni.urn B 1,860,857 1,029,620 Projected benefits obligation in excess of plan assets  {  48%1) ( 1B2B50) (| 208658 ( 10306 ( 386463)
Securities financing guarantee deposits in 05177 34,647 Unrecognized transition assets 2 268 47 883 3,970 2 785 56917
Reserve for guarantee liabilities (ks 700738 Unrecognized pension gain {loss) 1,900 142262 15542) 3474 132,094
Deferred income 375,227 586,028 Deferrad pension cost {2719 - - -2
Client's position - credit (Note 15) - 389,455 Prepaid pension expense {accrued pension liabiliies) & 25882) § 27505 (% 220228 (3 4.046) (3 199651)
Accrued pension liability 259,388 227,156
Reserve for trading losses 286,420 184.208 As of December 31, 2003 and 2002, vested benefits according to the employee pension regulations were as
Reserve for defaull losses 21,282 48,181 follows:
Deferrad income tax liabilities 29371 3,114 -
Others 438 604 109,785 . - | Taishin
: : Taishin Taishin Taiwan Bills
Totad $ 6051828 §  $56,201,351 Financial Bank  Securites Finance Total
December 31, 2003 % - % 36 5 5085 0§ 84 § 55M
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The assumptions used in the actuarial computations were as follows: Period from February 18, 2002 to December 31, 2002
Year Ended December 31, 2003 Taishin
Taishin Taishin Taishin Taiwan Bills
Taishin Taishin Taiwan Bills Financial Bank Securities  Finance Total
Financial Bank Securities Finance Beginning balance § . $ 31384 0§ 29§ 10286 $ 361476
Discount rate 3.25% 3.25% 3.25% 3.25% Contribrution - 128,577 14,264 3 696 146 537
Rate of increase in future compensation lavels 3250 3.25% 260% 3.50% Payment - ( 12.Ee (2577 - {14,855}
Expected rates of retum on plan assets 3.25% 3.25% 3.25% 3.25% Return on assets - 8,253 978 273 9504
Ending balance g . $ 438493 $ 49914 § 14355 $ 502 EE2
Period from February 18, 2002 to December 31, 2002
Taishin
Taishin  Taishin  Taiwan Bill 26. CAPITAL STOCK
Financial Bank Securities Finance As of December 31, 2003, Taishin Financial's authorized capital is $100,000.000 thousand with 10,000,000
Discount rate 3 TR0, 3 TR, 3 TR, 3. THU thousand shares; registered capital stock was $40,769,788 thousand, divided into 3,676,979 thousand
Rale of increase in fulure compensation lavels 5 26 3 500 300% 2.600 commoen shares and 400,000 thousand preferred shares at $10 par value per share.
Expectad rates of ratum on plan assels 3.75% 3.75% 3.75% 3.75% Datails of outstanding capital stock as of December 31, 2003 were as follows:
Preferred
Met periodic pension cost for the years ended December 31, 2003 and 2002 consists of the following: Commaon Stock Stock Total
Year Ended December 31, 2003 The first shane swap $ 23,000,000 3 7.000,000 3 30,000,000
Taishin Less cancellation of series A preferred shares . { 3.000.000) (3,000,000
Taishin Taishin Taiwan Bills The second share swap 13,316,236 - 13,316,236
Financial Bank Securities  Finance Total Add convertible bonds converted o common shares B45, 742 - 45, 742
Service cost $ 143  § 109784 § 39825 § 490  § 15574 Less cancellation of reasury stock (182190 : ([ 182.190)
Interest cost 182 22,425 9,604 521 33,132 Total $ 36,769,785 4,000,000 % 40,769 768
Expected return on plan assels - [ 18.821) [ 20585 {606 {21482 - o
Amartization of nat fransition obligations 143 2993 a0 147 3685 On February _1 B, 2002, Taishin Financial issued 2,300,000 thousand 5har_es aof common stock, 300,000 ’_:hnusand
Amortization of unrecognized gain or lss 74 3423 _ 48 5 548 ghares of Saries A Preferrad Shares and _dEHJ.ﬂEIEI thousand shares of Eer!es B Preferred Shares to Ebcquwg all the
izsued shares, common shares and Series A Preferred Shares and Series B Preferred Shares, respectively, of
Total periodic pension cost 3 1806 § 119784 $ 47506 $ 5428 3 174,624 Taishin Bank by means of a share swap at the ratio of 1 to 1.
Period from February 18, 2002 to December 31, 2002 On December 31, 2002, Taishin Financial issued 1,331,624 thousand shares to acquire all the issued commaon
Taishin shares of Taiwan Securities and Taishin Bills Finance by means of a share swap at ratios of 1 to 1.2 and 1 to 1.3,
Taishin Taishin Taiwan Bills respectivaly.
Financial Bank  Securities Finance Total On Seplember 22, 2003, Taishin Financial had written off its own 19,219 thousand shares held by its subsidiary,
Semvice cost § 455 $ 92 § a0a42 47 $ 1274973 Taishin Bank, in compliance with Article 31 of ROC Financial Holding Company Act.
Interest cost 114 20,620 9,303 652 30,689 Taishin Financial's consolidated BIS is 128.28% for the year ended Daecember 31, 2003.
Expected return on plan assels - { 17d4esy  ( 2009) {4 [ 19872 The Series A Preferred Shares of $3.000.000 thousand with & cumulative. non-participating. non-convertible,
Amortization of net transition obligations 113 2993 432 147 4,685 dividend yield at 5.75% per annum, and rights o dividends preferred to the common share, was redeamed on
Amortization of unrecognized gain or loss - 1,172 {_ 1,389) - { 217) September 20, 2002 at par value, and cancelled under the approval of MOF,
Total periodic pension cost % B33 % 99,580 $ 38779 § 5116 $ 142158 Taishin Financial's Articles of Incorporation provide that the cash dividends of Series A Preferred Shares shall be
distnbuted o preferred shareholders according to the resolution on distibution of 2002 eamings.
The status of plan assets for the years ended Decembar 31, 2003 and 2002 were as follows: The Saries B Preferred Shares of $4,000,000 thousand with a cumulative. non-participating. non-convertible,
Year Ended December 31, 2003 dividend yield at 6.05% per annum, and the rights to dividends prefarred to the common share is to be redeeamed
Taishin on June 30, 2006 at $10 par value per share.
Taishin Taishin Taiwan Bills Some bondholders of unsecured convertible bond and unsecured European Converlible Bonds exercised
Financial Bank  Securities  Finance Total convarsion right and increased Taishin Financial's common shares by $645,742 thousand and advance receipts
Beginning balance % - § 438493 $ 49914 $ 14,255 $ 502652 for capital stock by $1,449.185 thousand, the effective date being January B, 2004, and capital surplus by
Contribution - 161,968 16474 3,622 182,055 $379.243 thousand.
Payment - - {1491 - i 1.481)
Relurn on assels - B.193 BOG 287 9,246
Merger with Dah-An Commercial Bank - 122 802 - - 122,902
Ending balancea i - $ 731,847 % 65,703 F 18,104 $ 815354
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CAPITAL SURPLUS

Taishin Financial's capital surplus as of December 31, 2003 was $12.861,369 thousand and in compliance with
Articke 47-4 of the ROC Financial Holding Company Act, the paortion of additional paid-in capital from the share
swap, amounted to $1,198,402 thousand, which came from the original financial institutions” unappropriated
earnings, is allowed o be distributed as cash dividends.

DISTRIBUTION OF EARNINGS AND DIVIDEND POLICY

Taishin Financial's Articles of Incorporation provide that earnings shall be appropriated in the following order:

A payment of income taxes.
B deduct prior year's losses, if any,
. set aside any lagal and special resarve;

[} pay dividends to holders of Series B preferred Shares at 6.05% per annum based on the par value of $10 and
accumulated unpaid dividends for the previous years to holders of Senes B Preferred Shares;

r pay dividends to holders of Series C Preferred Shares, if and when issued, at up to 7% per annum based on the
par value of such shares and accumulated unpaid dividends for the previous years o holders of Seres C
Preferred Shares;

F. the remaining balance, 1%-8% as bonuses to employess and 3% as remuneration 1o directors and supenasors,

5. the remainder, together with the retained earmings of the previous years, is to be approprated as dividends to
shareholders based on proporionate interest in shares;

Items (E) and (&) above are to be proposed by Taishin Financial's board of directors and distributed upon
approval in the shareholders' regular annual meating.

However, cash distributions in any given year must not exceed 15% of Taishin Financial's actual paid-in capital. In
the case wheare Taishin Financial's legal reserve equals to 50% of paid-in capital, the above-mentionad restrictions
do not apply. Whereas if the group capital adeguacy ratio is less than 100%, as stipulated by the MOF,
distributions of dividends may also be restricted.

The board of directors and shareholders resolved lo distribute cash dividend ($1 per share) and bonuses lo
employees of $32,631 thousand in cash and remunerations to directors and supervisors of $87,893 thousand on
June 6, 2003. The basic eamings per share of 2002 was $1.98 which would have been £1.91 in case the bonuses

to employveess and remunerations to directors and supervisors were treated as current expenses.

Under Article 28-2 of the ROC Securliss and Exchange Law, righls relaled o shares bought and owned by a
company for re-issuance to employeas are suspended until ransferred out.  As of December 31, 2003, 42173
thousand shares were bought and held by Taishin Financial’s subsidiaries and the rights of those shares are
suspended, and the shares shall mot be pledged.

The approprialion of 2003 eamings has not been approved by the Board of Directors al the date of auditors’
raport, The information regarding the resolved 2003 eamings appropriation can bea obtained later from the SEC
Market Observation Post System { "MOPS" ) website when the resoclution is made.

TREASURY STOCK
shares
Reasons {(In Thousand)  Original Cost

Re-issuance to employees -Taiwan Securities 42173 14.51
Investment:

Taishin Bank {on February 18, 2002) 271,260 14,49
Taiwan Securities {on Dacambear 31, 2002) 19,731 14.51
Taishin Real-Estate Management Co., Ltd.-Taishin Bank's

subsidiary {on February 18, 2002) 1,310 13.36

Froprietary trading securities-Taiwan Sacurities 30,242 14.51

Pursuant to Article 31 of tha ROC Financial Holding Company Act and other rules, thase treasury shares ara hald
by Taishin Financial's subsidiaries by means of share swap. And the motions for disposal of these treasury shanes
had been carmed by Taishin Bank' s and Taiwan Securities' Boards of Directors on October 21, 2003 and October
27, 2003, respectively. The average per share markel price of Taishin Financial shares in December 2003 was
$25.70.

According to SFAS Mo, 30, the shares of Taishin Financial held by its subsidianes are regarded as treasury stock.

Fursuant to Article 38 and Article 31 of the ROC Financial Holding Company Act, subsidiaries and investees in
which a subsidiary’s ownership is over 20%, and investeas in which a financial holding company has a controlling
interest are not allowed 1o hold shares of the financial holding company except the haldings of shares rasulting
from conversion {(which are needed to be disposed of or transferred within three years.) Controlling interast shall
mean holding voting-right-shares or capital stock of a bank, insurance company or securities house more than
25%:, or olherwise having the direcl or indirect ability to designate the majority of the direclors of a bank, insurance
company ar sacurities housea,

Securties and Exchange Law Article 28.2 stipulates that the number of treasury stock held by a company shall not
excead 10% of the oulstanding shares and the amount shall be no mare than the otal of retained earmings and
realized capital surplus and additional paid-in capital. As of December 31, 2003, the aggregate treasury stock
purchased was 19,219 thousand shares for $237.738 thousand, both of which are in conformity to the related
regulations. In 2003, the maximum of treasury stocks Taiwan Securities held was 50,506 thousand shares valued
al NT$E63,363 thousand, which is within limil of the law.

In compliance with Article 31 of the ROC Financial Haolding Company Act, tha Subsidiaries of Taishin Financial,
Taishin Bank and Taiwan Security would release Taishin Financial's shares held by themsalves under the approval
of Board of Director of subsidiaries' dated on October 21 and on October 27, 2003, respectivehy.

30. PERSONNEL EXPENSE, DEPRECIATION, DEPLETION AND AMORTIZATION

Fersonnel expense, depreciation, depletion and amortization for the years ended December 31, 2003 and
2002 are summarized as follows:

Classification 2003 2002
Operating Operating Operating Operating
Nature Cost Expense Cost Expense
Personnel expense:
Salary % - § 6463337 t - $ 4972817
Labor/health insurance - 357,136 - 287,511
Pension - 174,624 - 101,526
Others - 245793 . 218,052
Depraciation - 724,138 - 603,261
Deplation and amortization - 1,242 262 - 951,541
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31. INCOME TAX

Since 2003, Taishin Financial, Taishin Bank, Taishin Bills Finance, Taiwan Securities, Taishin Assaet Management
Co., Ltd., and Taishin Marketing Consultant Co., Ltd, adopted tha linked tax system for the tax filings (sea Note 2).

Taishin Financial and its subsidianes' income tax expense for the year ended December 31, 2003 and for the
perod from Februany 18, 2002 to December 31, 2002 were as follows:

Year Ended December 31, 2003

Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance Total
Income befora incoma fax 87,275,065 $7.768 682 $1.542 457 § 899518 $17 485,722
Permanent diffierences:
Imvestment income recognized under eguily mathod { T224777) (3447273 E - [ 7.569,000)
Gain on rading securities [ 10833 ( 982241} [ 1553603 - | 2526873}
Frowisian for irading securities - 148,319 - [ 139968) 8,353
Inteest an shor-tarm negoliabie instrurments,
separatety taxed at 20% [ 3200) (  6441249) - Meesly (944364
Permanent logs on lkang-tarm imvestiment - 202,730 5 202,73
Non-taxable offshore banking unit's oes - 120.214) - - 128214y
Dividend income { 366204 ( 330805 (128213 - 534409
Non-deductible expenses on sales of trading sacurities - - 195,332 - 195,332
Lass on exchange of wamants - - 025,424 - H0n 4204
Gain on trading of tax-sxempled bonds - - - 3004y [ 394004}
Operaling expenses related to Ex-exempted bonds fransactions - - - 51,019 5118
Racovery of unrealizad loss or shod-larm imestments and
trading securifies - - 42092 - |20
Pension cost in excess of tax limitation 1.806 . - 1.806
Gain on corversion of convertibie bands - - {19773 - {1917
Others 28,154 54,034 141,669 167 264,924
Sibtotal T aRAD (1973714 o BRIl TR} [ 10985088
Temporary diffierences:
Deferred prowision for erganization cest (6020 - - -0 G0e)
Defered provision for organization cost and
employee’s banafits - VI 74)
Pension cost - - = 1,806 1,806
Rewversed decine in market value of collaterals and
residuals taken over - {77933 - - {71323
{Reversed) provision deferred provision for loan loss { TOF011) 187 616 - {518,385
Provesion for guarantas loss exceesding the 1ax limd - 43,198 - 9,283 52,481
Irvestment income recognized under eguity method -
forakgn nvestee : ([ 105027) - 105.007)
Unrealized derivative instrument gain - -4 B3Ewl (2958 | eaTE
Cithers g . {  ZBOB1) - [ 2R0BY)
Subtotal ( BO2) (144313) (29007 8862 ( 1489.401)
Taxable income after parmanent end temporary difierences { 306.235) 4351 Ba? A54.040 128 646 5,028 223
Deduct loss camyforwards - [ 4,351,833} - - [ 4,351,832)
Taxable income { 306.235) - A54.040 128 646 676,391
Tergle 2% 2 2% AW
Cument income tax payable - - 213,500 a2152 245 652
Ard:
Deferred income tax expensa {benef) 3534 1657545 A 3422) 1708113
Taw on interest income from short-ierm negatiable
instruments, separately taxed at 20% 619 128,718 - 61,172 190,510
Income fax expense transfemed from withholding 12 on
bond inlerest incorms carmad over from prior boldars - - 5,115 81,169 85,284
Adjustment for prior years' tax estimates - 1 183BE0s (42193 5142 {220,860
Additional 0% income tax paid on unappropnaled eamings - . 17,379 5,643 z3 022
Income tax berefiton nked fax system (o - - - {242
Reported income tax benefit expense (§ 20074) $1602455  § 241257 § 181856 § 2005494

Period from February 18, 2002 to December 31, 2002

Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance Total
Income before income tax $4037158  $4 824 BES $ TIIGRE 5 BT1,08 $10.456 615
Parmarant differances:
Investment income recognized under equity method { 4227219 { 551435 - - [ 4,778E54)
Gain on trading securties { &07E09) ( 135185 . [ 742,794}
Prowision for trading securities - 129314 - 03,75 65,708
Inferesi on shor-term negotisible instuments, separataly taxed
&l A% ( 5188) (1,146,759 - MBZTH ( 1.500:224)
(Recowery of } provision for decline in masket value of irading
Securbes { 237.712) 53,423 [ 184259
Loss on sale of lands - 19,537 - - 19,537
Exchange loss of uni's capital 8,750 8,750
Mon-taxainle offshore banking unit's loss - 206 - - 206
Dividend income - | B9.835 - - { B9
Mon-deductible axpenses on sales of rading secunties - - 2ET 020 - 2ET 020
Loss on exchange of wamants - - 25,223 - 25223
Gain on cormversion of corvaribla bonds - - [ 9 650} - { 0,650}
Gain on frading of tax-exempted bonds - - - BE3OTN ( 553.000)
Operating expenses ralated fo tax-exampiad bonds trarsackons . £ 688 40,688
Exemption from income tax on operating axpense 138,478 - - - 135,478
Exemption from income tax on interest expense 23,136 - - - 23,136
Others G683 B0 {90086} &7 { 89,.206)
Subtotal { 40701100 ( 2 388,074) 100735 ( @&08R0E) [ 7 164.257)
Temporary differances:
Deferred provision for organization cost and employes's benefits 24 B35 - - [ G848 14 Ba7
Prowision for decling in market value of colateral snd residusis
taken ower - 666,913 - - 666,913
Reversed defermed provision for loan loss - {15650,692) - | 15650692
Prowision for guaraniee loss exceeding the tas limit - 14,029 - B3.085 95,024
Intereast income recognized under equity method - foreign investes - - [ 9,756} - { 8 T55)
Had deibt prondsion in excess of tax limitation - - 12135 - 12135
Others - - 45 609 1,420 47 029
Subtotal 28835 (14977850, 47 9RA 74 567 {14,830 460
Taxable income after permanent and temparary differences { 8118) (12,541,250 BY2.408 138885 11,538,102
Dciuct loss camdonwards - - S Y 1.1 . : | 75,026}
Taxabée income { 8.118) (12,541,258 BY2.408 6383 { 11613128)
Tax rate 2% 25% 25% 25% -
Income tax currently payable - - 218,093 15,960 234,043
A
Defarrad incorma Lax (benefl) exparse i 8,238) 488,155 12157 808 490,832
Tax on interest income from shori-term negoetizble instruments,
separalely taed &t 20% 1,035 229,352 71,206 301,506
Income tax expense ransferred from withholding tax on bond
imerestincome camied owver from pricr holders . . 7.852 . 7952
Adyustment for prior years' tax estimates - 32,189 {13 | NN 18,752
Aoditional incame tax assessad for prior years - - 97 6507 - a7 507
Additional 10% income 1ax paid on unappropnated eamings - - ED BER B, 701 TG 55T
Reported incoame {ax expense (3 72000 % 747656 3 3024457 & D448 $ 1227 280
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The details of defermed income tax assets (liabilities) as of December 31, 2003 and 2002 are as follows:

The estimated imputed tax credit rate was as follows:

December 31, 2003
Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance Total

Bad dabl [oss exceeding the ta limit 3 - % - § 38T & - $ 300277
Praowision for guarantee Inss exceeding the: ta limit - 23,955 - 55,564 85,550
Provisaon for decling in market vaiue of foreclosed collalerals

and residuals taken ower - 33956 - - 33,856
Deferred provision for organization cost 4,704 - - - 4 704
Loss camyforwards - 2.294 820 - - 2,294 820
Investmeant cradit - 45 28 B - 45028
Irwastrnant gain recognized under ecuity mathed - forsign investes - - [ 33p47n - {3387
Pengion cost exoesding the tax Bmit - - 3,986 AT 4,743
Vauation of unrealized dervalive instrurmeant . - [ 20809 % I | 20,371}
Prowision for confract loss - - 5.3 - 8321
Oithers . - 291 - 291
Less alowance - - 140,199 - 140, 198)
Tatsl § 4704 $2403700 0§ 124120 $ G600 $25305%7

December 31, 2002
Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance Total

Bad debi [oss exceeding the limit 5 - $ 207665 § 262314 % - $ 470,033
Prowision for guarantes |oss exceeding the limit - 19,195 - 53,132 T2axr
Provigion for decling in market value of collaterals and residuals

aken over - 228 TER - - Z78 TRE
Prowisaon for arganization cost 6,209 . . 6,209
Loss camyforwards 202 3543 206 - - 3,545,235
Investmeant cradit - 62 49 - B2 402
Investment {gain) recognized by equity mathod - fanesgn investee - - [ 791 - [ 7391
Pergion cost excsading the tax fmits - - 3,956 355 4,341
Provision for contract loss - - 12,045 - 12,045
Qthers - - b - 541
Lass alowance L R -0 100,095}
Tatal §  B23 34081344 § 1MAMG  § 53487 $4.254 645

December 31, 2003

Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance
2003 (expecied) 1.61% 1.31% 33.32% 6.13%
a002 12.07% 10, F9% 4.3 2498 T

Examination of Subsidiaries’ Income Tax
Tha 2002 incomea tax returns of Taishin Financial have not been examined by the tax authorities yet,

The income tax returns of Taishin Bank up to 2000, have been examined by the tax authorities. The tax authorities
denied tax payable deductions and tax refundable additions taken by Taishin Bank for the years of 1984, 1995
and 1998 through 2000 in the amount of $64,586 thousand and 338,646 thousand. Taishin Bank appealad tha
court dacision and First Court canceled the determination by the tax suthorities and penalty of Taishin Bank.
Mevertheless, the amount of tax refundable is not paid back yet. Taishin Bank recorded the tax payable of
$64 586 thousand, lax refundable of $38.6468 and accrued an additional tax payable of $59.612 thousand for the
years of 1999, 2000 and 2001 as current incoma tax expanse for 2001,

The income tax returns of Taiwan Securities through 2000, have been examined by the tax authorities.

The income tax returns of Taishin Bills Finance up to 1999 have been examined by the tax authorities. The tax
authorities denied the tax credit deductions taken by Taishin Bills Finance for the years of 1958 and 1999 in the
total amount of $56 885, Taishin Bills Finance appealed the court decision and won the lawsuit, nevertheless, the
amount of tax refundable is not paid back yet.

After appraising the withhalding tax accounting policy of other companies in the same business, Taishin Bills
Finance concluded that a natural person is less possible o take the tax credit deduction, By December 31, 2001,
Taishin Bills Finance recorded withholding taxes as income tax expanse. The withholding taxes of 2003 and 2002
were all debited to the cost of bonds and tax refundable, with the equal amount of allowance: on the contrary. a
corporation is more possible o lake the tax credit deductions. By December 31, 2003, the withhalding taxes of
natural persons and corporations were $249 730 thousand and $31,205 thousand, respectively., Regardless of
whether natural person or corporation, the refund could be 60% of the total withholding taxes, the ratio specified in
the tax authorities proposal dated on October 2003, Consequently, Taishin Bills Finance records the remainder of
40% of withholding laxes as income lax expense in the amount of $81,169 thousand in 2003,

The following table sets forth the relevant data about retained earnings:

According to the amendment in the ROC Income Tax Law, the information of imputation credit account { “ICA™)
was as follows:

December 31, 2003

Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance
Balance of ICA $ 134302 $ 80702 $ 564204 § 46073
December 31, 2002
Taishin
Taishin Taishin Taiwan Bills
Financial Bank Securities  Finance
Bakance of (CA $ 184048 $ 153852 $ 587008 § 50476

December 31, 2003

Taishin
Taishin Taishin Taiwan Bills
Unappropriated eamings: Financial Bank Securities  Finance
Prior to 1997 % - % - % 209 $% -
Post 1998 7,205,139 6,183,349 1,288,137 751,056
Tolal $7205138 56183349 $1.314235 § 751956
December 31, 2002
Taishin
Taishin Taishin Taiwan Bills
Unappropriated eamings: Financial Bank  Securities Finance
Priar to 1987 % - F 32405 F 105798 % -
Post 1988 4,044 355 3,562 511 561,492 820,044
Total $4.044,350 $3504016 § G670 § B20,044

As stipulated in the Lelter (91) Tai-Tsai-Tax 0810454466, the estimated imputed tax credit rate should include
unappropriated earnings of 1888 and subseguent years, cradited to the capital surplus of the financial holding
company, of the former financial institutions. As of December 31, 2003, capital surplus of Taishin Financial
contained $1,060,199 thousand of such earnings.
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32. EARNINGS PER SHARE Name Relationship
Year Ended December 31, 2003 Tan Asian Plastics lts president is Taishin Firancial's chairmar
Earnings Per Share {(Dollars) Taishin International Imvestment Developmant Co., Lid, Same as above
R . . |fb";|_lé{_ﬁ".9 mml:—_ﬂ%m‘_lr_ﬂ Shin Kang Synthetic Fibers Corp, Same as above
ares in Thousands ubsidiaries' iarias’ Treasury _ . i
Income (Numerator) (Denominatar) Treasury Stock Stock (Mote) aishin Mon-Life Insurarce Agency Co., Lid. Zame as above
Including Excluding Taishin Irsurance Brokers Co., Lid. Same a3 above
Subsidiaries  Subsidiaries Start-up Offica of You Bright Optranic Corparation Its faunder is Taishin Financials chairman
Treasury Treasuny Shin Kong Co., Lid. Itz chairnan is a member of the immediate family of Tashin Financkal's chaimian
Pre-Tax  Post-Tax Stock Stock (Mofe)  Pre-Tax Post-Tax Pre-Tax PostTax Shinshen Co., Lid. Same as ahove
Met incoma $9,300.633 $7.205139 Taishin Asset Management Co. Ltd. Taishin Financial's whally owned subsidiany
Less dvidends on prefermed stock (242000 {  242000) Tashin Vanture Capital Investiment Co,, Lid. Same a5 above
Basic aamngs per share; Talshin Ireurance Agency Co., Ltd. &An invesies under equity method
Met income for commaon siock 9058633 7063139 3260698 3667722 1278 §2 16 e ) £1492 Taishin Real-Estate Management Ca, Ltd, Same as above
riiuence on diuted commeon stock Takwvan Fulures Co,, Ltd, Same as above
- gonvertible bonds 227,135 227135 421 878 421,878 PayEasy Digital Integration Ca., Ltd. Same as above
Diluted eamings pear share - Bah An Leasing Co., Ltd. Same as above
Met income for common shanes and Taishin Internaticnal Finance Co., Lid, Same gs above
influence on dililed comman shares $9.285.768 $7.2080274 3682576 4080800 2 %252 $1.58 $2.27 &1.78 Taiwan Sacurities Investment Advisory Co., Lid, Same as above
) Shinkong Life Real Estate Service Compa Refated party insubstance
February 18, 2002 (Date of Incorporation) through December 31, 2002 ._:; - Py v
Earn Per Sh Dol Imtemational Bank of Taipai Ca., Lid, Same &5 above
Elmlljgs er share \Uo Er_s:l Takshin Leasing and Firancing Ca,, Lid, The suparvisor is the spousa of Tawan Securlies’ vice chairman
Including Excluding
shares in Thousands subsidiaries' Subsidiaries’ Treasury ) ) ) )
Income (Numerator) { Denominator) Treasury Stock Stock (Note) Material Transactions with Related Parties
nchding  Excluding Loans, Deposits and Guarantees
Subsidianes’ Subsidanes 3003
Treasury Trezsury :
PreTax Post-Tax  Stock  StockiMole) Pre-Tax Post-Tax Pre-Tax Post-Tax Highest Interestand  Interest and
_ Amount Service Charge Service
Net income $5978701  $4,044,359 Ending During Rate Per Revenue
Less netincome for prefemed shares  ( 311.785) | 311,785) ltem Balance 2003 Annum(%a) (Expense)
dasic eamings per share: Loans o relaied parties:
Met incorme for commen shares 5E66016 372574 18A40G0 2303548 $301 188 f246 182 Shinshen Co., Lid, 1425000 § 1,500,000 3.750~4.250 ¥ 5083
Influsnce on dilted cormmen shares T T Shin Kong Syrdhetic Fibers Corp. 1,380,765 1,868,000 1.680~3.900 38 661
) Wang) Tien Woollan Testile Co., Lid, 550,000 A00.000 3.000-4.300 21812
camvertble bonds 26877 EE‘I.ETT 59.124 Ei‘_:l, 24 Shin H.EF'Q ':'D.. i ﬁmlum Eil:l{}.im 155‘3_2?00 ?E'ﬁ-
Uiluted eamings per share Taiwan Leasing and Financing Co., Lid. 110,000 180,000 2.800~4 250 4,995
r-,:,a1 incoma f.;]' COMImon ghares and Tan A=ian Maslics ﬂ,ﬁm 42‘1,@ 1.ﬁm—ﬁ.ﬂﬂ3 ?,aﬁl}
~fuence on dilted common shares $5.693.793  $3759451 1954063 2372772 §291 4192 %240 4156 Uthers 219814 7,085
Tota $ 4820283 ¥ 137692
Mote: Pro forma information under assumptions that shares held by its subsidiaries were naot reated as reasury stock, Guarantees loans for related partes:
Shin Kong Syrihebc Fibers Corp, $ 603422 % 1.044.857 0.500-0.600 ;3 2732
dhers 1,563 4 222
33. RELATED PARTY TRANSACTIONS ot e T
Mames and Relationships of Related Parties Dapasits from related partes:
_ _ Shin Kong Life nsurance Co., Lid, $ 4,261,795 0~-4.900 (% BOA3)
Name Relationship Shin Kong Fire & Marine insurance Co., Lid, 223,658 0~4.000 { 2,025)
3hin Kong Life Inswsance Co., Lid. itz craiman = a member of the mmediste amiy of Taishin FRancials chaiman Taistin Insurance Agency Go., Lid, 250 242 2300 { S08)
Tatwan Leasing and Financing Co., Lid, Same as above Jupiter Verture Capital Co., Ld, 138,802 0.150~1.050 { 355)
: : : Mercury Venture Capital Co., Lid. 137 378 0-1.850 { RO
Shin Kong Fire & Marine Insuranca Co,, Lid, Samea as abowe
1 hona e R RIS TEEE Shin 2o Asset Management Co., Lid, 135,180 0~0.350 [ 147)
Wang Tien Waoclen Texdile Co., Lid. 3ame as above Start-up Office of You Bright Optronic Corporation 120,004 0-150 { 3,748)
Jupi@er Venture Capial Co., Ltd. Same as above Taiwan Futures Co., Lid., 145,120 0~1.200 { 872}
Mercury Venture Capilal Co., Lid, Sama as above Others 91,387 { 5723
Shin Ze Asset Management Co., Ltd. Same as above Totz § 5,503,576 [ 74.463)
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2002 2002
Highest Interest and Interest and Repurchase Price Resale Price
Amount Service Charge Service Purchase
Ending During Rate Per Revenue : )
Price =ales Price Interest Interest
s
_ il Balance 2002 Annum(ie) (Expense) (Cumulative (Cumulative Ending  Rate Per Ending  Rate Per
Loans to related parties: Related Parties Amount) Amount) Balance  Annum®o Balance  Annum‘a
Shin Kong Synthetic Fibers Corp. § 1,428,000 $ 1,965,000 3.200~5.000 $ 50467 _ _
Shinshen Ca., Lid. 1,500,000 1,500,000 4 250~5 000 50,141 Shin Kong Life Insurarice Go., Lid. § - §I70600 $2755206 13752360 § : -
ﬂ"l'l"l H’Un'g "33-. le E‘]‘D.{[H] EIII.EI'I]ﬂ ?'Irm_,ﬁmn 2,1?9 Shll'l K'.':ﬂg Fira &HEH'II'IE Insuranca C’U., Lid. = = '155,2?3 1.400-2.200 = =
Wang Tien Woolien Textile Co., Ltd. 5E0,000 560,000 37005000 12,802 Total $ - $1,/35688  §2310,504 ¥ -
Tan Aslan Plastics 177 600 224 000 3.300~5.8558 6,005
Tatwan Leasing and Financing Co., Lid. 177,000 177,000 4.260~5 500 7,333 Transferring Ownership of the Loans
T{ET 4$;$ 1;:;'23 The loans transferred o Taishin Real-Estale Management Co., Lid. and Taishin Assels Managemeant Co., Lid. in
_$4547.929 _§ 145720 f 2002 fill .
: loans for related partis the year of 2002 ara as follows
Shin Kong Synthetic Fibers Conp, § 544857 § 544857 0.300~0.500 1 1327 Receivable Ending Balances
Eﬂﬁlﬁ 91562 N1 Original Transferring  December 31, December 31,
otal _ _§ B36419 _§ 10857 Related Parties Amount Price 2003 2002
Die posits from relsted parties:
Shin Kang Life Insurance Ca.,, Lid., % 5706813 0~5.300 {$ 190,835} Taishin Reat-Estate Management Cao., Lid. $ 2855709 & 052928 § GBM.757 & B57E3S
Shin Kang Fire & Marine Insurance Co., Lid. 187 647 0-4.700 [ 3M3Z) Tasshin Assels Management Cao., Ltd. 70524413 1,913,129 1,178,259 1,767 380
Taishin Insurance Agency Co,, Lid. 324 373 0-0.500 [ 1,163} Total $ 10,380,122 & 2BBE0ST & 1,750,018 £ 2626024
Shin Kang Synthetic Fibars Conp. 138,192 0-4.00K0 ] 34}
Wang Tien Woollen Texile Co., Lid. 110,827 0~-2.800 { 238) As of December 31, 2003, balance of receivable from transferred loans was as follows:
Tahvan Fulures Ca,, Lid. 202,262 0~6.450 ( 355) :
Others 1,547 568 {18,179 _ Unrealized
Talal ‘ B.27.802 {$ 224??5} . HEﬂEIVﬂblE II"I1.E|"'E’31.
e e Period Balance Income
All such transactions with related parties were made under arm's length terms, which are consistent with normal December 31, 2003~Dacember 31, 2004 £ 1,750,016 g 16,939
policies, December 31, 2002-Decamber 31, 2003 § 2625024 £ 58280

Short-term loans to related parties:
Other Material Transactions and Liability Contracts with Related Parties

2003
Highest Interest and December 31
Amaunt Service Charge 2003 2002
During Ending Rate Per Interest Percentag Parcentag
Item 2003 Balance Annum(% Expense efceriage ercentacge
%) P Iltem Related Party Amount of ltem (%0) Amount of ltem (%)
&hin Kong Le Insuranca Ca, Lid $ 2400 3 - : § 8w Other operating income Taiwan Futures Co., Ltd, $ 114345 5 $ 70768 B
2002 Fulure depaosits Tamwsn Fubures Cao., Lid. 7T A8 100 144,837 100
_ Bords purchasad under Taishin Infarnational Investment
2'9“95: . Inte rﬁfé ﬁ‘“f‘ aqreements to ressl Development Ca., Lid. 1,266 505 15 116,452 2
maoun ervice Charge Taiehirs L Financing Co., Lid,
During Ending Rate Per Interest alshin Leasing and co. L st : Az .
Item 2003 Balance Annum() Expense All such transactions with related parties were made under arm's length terms, which are consistent with normal
Shin Kong Life irsurance Co., Lid. § 294000 & 294000 595 $ 15435 policies.
2003
Repurchase Price Resale Price
Purchase
Price Sales Price Interast Interest
(Cumulative {Cumulative Ending  Rate Per Ending  Rate Per
Related Parties Amount) Amount) Balance Annum%  Balance  Annum
Shin Kong Life Insurance Co., Lid. $ - $ - $1250963 0BS0-1375 % - -
Shin Kong Fire & Marine Insurance Co,, Lid, - - 426377 06751300 = -
Total § - 1 - $ 1677335 i -

1]
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34. PLEDGED ASSETS According to Article 17 of the implementation rules of Trust Law, Taishin Bank should disclose ils balance sheel of
As of December 31, 2003 and 2002 the assels pledged are as follows: trust account and its asset items, which were as follows:
PIEdQE‘d Acsets DEEGrip‘tiﬂ'ﬂ 2003 002 Trust Accounts Balance Sheet at December 31. 2003
Refundable cofaterals Bonds, bills, cerificates of ime deposit i 13,138,656 i 14,612,163 Tnsst assets: Trust lighdities -
Guarantee deposits paid Cash, bonds 3,074,770 1.454 488 Cash in banks $ 1305412 Accrued management fee $ 337
. , Short-teem irvestments: Trusk capital:
1
Operatng deposits Bonds, cash 1,199,340 1,144,044 Cormmmian slocke 6. 271,008 Monelary st 74032 844
Sattlameant funds Cash 367,955 271,008 Mutual funds 74,568, 063 Security trust 6,314,437
Trading securities - dealing Bonds, marketable equity security 66,900 069 600 Shori-term nofes and bills A4 55A Total $ 81,250,654
Cerlificatas of ime deposit pledgead 736,693 128,752 Receivables 713
Property and equipment - net Land and buildings 1,324 963 1,260,918 Total 3 81,250,654
Rental assets Land ard buildings 303,560 307,135
Trust Assets Summary
35. CONTINGENT LIABILITIES AND COMMITMENTS ltems Armount
As of December 31, 2003 and 2002, Taishin Financial and subsidiaries had the following contingent liabilities Cash in banks h 1.306.412
and commitments: Short-term vesiments:
E'D‘D?r 21]1]2 I::l.'.lI'I'IEITI'E.'II'I stocks E.ET'I .UD-EI
Taishin Taishin Mutsl funds | 19,568,963
Taishin Bills Taishin Bills Short-term nates and bills 84,558
Pledged Assets Bank Finance Total Bank Finance Total Recaivablas 713
Bills far collection § z20e6248 § - 2086248 §F HBIWIN % - § 2533111 Total ¥ 81250654
Cusiody of marketable securities 104,809,771 - 104,808,771 87,082,363 - 87082 363
Travellers' checks for sale 248,029 - 248,009 284,331 - 284,311 36. SUBSEQUENT EVENTS
Payablas on undenwritten securities - 4 977 SO0 4 877 500 - 1,816,500 1,816,500 To promota joint marketing and provide more products and service, the proposal to get 6,000 shares of Taishin
Acceplance 1,062 377 - 1952377 525 BAT : 525 BAT Insurance Agency Co., Ltd. has been resolved by the Board of Directors dated on February 19, 2004, The deal
Guarantees 73 971 637 13,987 500 37 258,437 57 B25 481 13 478.700 41 104 181 will become effective after approval by the Board of Monetary Affairs { "BOMA™) and shareholders of Taishin
Letters of credit 4,778,707 - agmsor 3,387,749 - 3387749 nsurance Agency Co. Ld
. ial paper or bonds sold Pursuant to Article 31 of ROC Financial Holding Act, Taishin Bank and Taiwan Secunities sold 12,750 thousand and
18,500 thousand shares of Taishin Financial in 2004, respectively. Details are summarized as follows:
urdar repurchass agreements RO 820 54743412 B2 643 232 AT R30E20 52647 B34 80,187 454
. Cumulative Cumulative
Commercial bonds
I pepearer Amount Volume Gain on Sales Duration of
Trust assets 81,250,854 - B1.25065%4 50,521,604 - 50521604 Taishin Bark % 379.480 12,750 % 193,128 For the period from January 1, 2004
Unpaid equipment purchase contracts 2,260,502 - 2,260,502 133250 - 1,332,551 throwgh Febreary 19, 2004
Guarantee notes receved - 304,055 304,055 - 278,634 273,634 Taiwan Securities 406 505 18,500 206,632 For the peried from January 1. 2004
Payable on collateral recenved - 9,357 811 9,357 811 - 8253079 8,263,079 through Febrsary 19, 2004
Unused loan commitments B4,439.810 - B4.439810 57033675 - BTOEEETS Taiwan Securities acquired one branch of Fushan Securities Co., Lid. under the approval of the Securilies and
Forward exchange contracts 225, B42 069 - 225,542,069 149,771,159 - 149,771,180 Futures Commission ( “SFC") in January 2004,
Derivatives refated to interest mie
contracts in notional amaunt 270,157,148 1,700,000 271,857,148 32,484,000 - 32 484,000
Derivatives refated to foreign exchange
contracts in nolional amaount 398 2o 595 - 308,297 BOs 165,631,042 - 155631042
Darivatives refatad to aquity securties
and merchandise 268 BEG - 268 BOG 674,300 - B74,300
Derivatives related to asset swap
confracts i notional amaunt - 50,000 50,000 - - -
Derivatives related to interest mte cap
in notanal amaunt - 2,500,000 2,500,000 - - -
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37. DERIVATIVE INSTRUMENT

Taishin Financial engages in non-trading cross currency swaps and interest rale swaps lo manage its forsign
capital risk,

Contract Amount or Nominal Principal Amount and Credit Risk

December 31
2003 2002
Contract Credit Contract Credit
Financial Instrument Amount Risk Amount Risk
Cross cumency swaps $4,941,038 - & - -

Interest rate swaps % 250,000 = - -
Credit risk refers to the risk arising from the inability of a liable party to meet the terms of Taishin Financial's
instrument contracts when dua, The amount for credit risk listed above partaing to contracts with a positive fair
value on balance sheet date. It represents Taishin Financial's potential loss, considering potential exposuras and
credit risk factors, if the liable party breaches the contract.

Taishin Financial entered inta financial instrumeants with Taishin Bank, Taishin Financial's wholly owned subsidiary,
therefore, Taishin Financial does not anticipate nonperformance by the counterparty.

Market Price Risk

The market price nsk refers Lo the risk ansing from fluctuations in exchange rates and interast ratas in the market.
Taishin Financial estimates its risk value for financial instrumeants in accordance with capital positions of vanous
currencies. The risk value refers o a potential loss of a financial instrument or investment portfolio for a specific
pernod and at a confidence level, as a result of unfavorable changes in the market.

December 31

2003 2002

Interest rate risk $ 88451 % -

Liguidity Risk, Cash Flow Risk and Uncertainty in Future Cash Demand
Taishin Financial's expected cash inflows and outflows as a result of engaging in non-transaction-based
derivative financial instruments are as follows:

Financial Instrument Period Amount
Cross cUmEnCy swaps Year ended December 31, 2004 24
Interest rate swaps Year ended Decamber 31, 2004 3,334

The expected cash flows listed above are forecast amounts. Such forecasts are influenced by exchange rates and
interast rales. The longer the period, the higher the uncertainty. Taishin Financial uses ils working capital lo
engage in the dervative financial instrumants and therefore does not require material additional cash inflows.

Presentation of Derivative Financial Instruments in Financial Statements

Taishin Financial classifies gain or loss as a result of engaging in cross currency swaps and interest rate swaps as
interest revenuas or inlerest expensas in the income statemeant. The nel gain or loss as a resull of engaging in the
contracts described above is listed below:

December 31

2003 2002

Cross cumency swaps B 1.2314 §
Interest rate swaps 182 -

Fair Value of Financial Instruments

December 31
2003 2002
Carrying Fair Carrying Fair
Financial Instrument Value Value YValue Value

Financial asseals:
Financial assets in which fair value is equal to camying value $ 73801035 § 73801035 $53.797 502 % 63,797 602
Mon-trading financial assats - interest rate swaps 182 182 - -

$ 73,801,217 $73B01217  $53797502 % 53,797,502

ercaebmes D
Financial liabilities in which fair value is egual to carmying value  $16,212388  § 16,312,388 $ 3080605 & 3,060,605
MNon-trading financial assets - Gross cumency swaps 37,334 37.334 - -

B16349722 §16349722  § 3050605 § 3,050,605

Taighin Financial uses the following methods and assumptions to determine the fair value of the financial
instruments:

The fair value of the shorl-term financial instruments is determined by their carmying values on the balance sheet
dates, As the due dates of these financial instrumeants are current, the carrying values approximate the fair values,
The mathod applies to cash and cash equivalents, shori-term investments, receivables and refundable deposits.

The fair values of the long-term investments are determinad by thair carrying values on the balance sheal date if
the long-tarm investmeants have no markat price,

If Taishin Financial canceled derivative instrument contracts on balance sheet date, the fair values of the financial
instruments refer to the amounts that Taishin Financial expects to obtain or pay on such day, the amounts
generally including unrealized gain or loss,

SUBSIDIARY - TAISHIN BANK

Transaction-Based Derivative Instrument
Contract Amount or Nominal Principal Amount and Credit Risk

December 31
2003 2002
Contract Credit Contract Credit
Financial Instrument Amount Risk Amount Risk
Farward exchange conlracls $ 45201412 $ 335085 b 24745492 §  5T4TTS
Interest rate swaps 240 058 956 771,500 14,761,125 30,380
Cross curmancy Swans 12,713,941 250,375 - -
Currency options 78,088,788 135,658 - -
Interast oplions 2,600,000 - - -
Index futures 268 686 - - -

Credit risk refers to the risk arising from the inability of a liable party to meet the terms of Taishin Bank's financial
instrument contracts when due. The amount for credit risk listed above pertains o contracts with a positive fair
value on balance sheet date. |t represents Taishin Bank's potential loss, considering potential exposures and
credit risk factors, if the liable party breaches the contract, It is Taishin Bank's policy o enter into financial
instruments with credibworthy financial institutions and trade within given credit limits. Therefore, Taishin Bank does
not anticipate non-performance by the counterparties.

1O
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Market Price Risk

The markel price nsk refers Lo the risk ansing from fluctuations in exchange rates and interest ratas in the markel.
Taishin Bank estimates its risk value for financial instrumeants such as forward exchange contracts in accordance
with capital positions of various currencies. The risk value refers to a potential loss of a financial instrument or
investment portfolio for a specific period and at a confidence level, as a result of unfavorable changes in the
market.

December 31
2003 2002
Exchange rate risk 5 1,042,047 i 147 BET
Interest rate risk 848,968 458,280
5 1.831.015 % 605,877

Liguidity Risk, Cash Flow Risk and Uncertainty in Future Cash Demand
Taishin Bank's expected cash inflows and outflows as a result of engaging in transaction-based derivative financial
instruments ara as follows:

Financial Instrument Period Amount
Forward exchange contracis Year ended December 31, 2004 i -
Interest rate swaps Year ended December 31, 2004 77,000
Cross curency Swaps Year ended Decambber 31, 2004 260,000
Currancy oplions Year ended Decemizer 31, 2004 18,000
Interest rate options Year ended December 31, 2004 2,000
Index fulures Year ended Decamiser 31, 2004 1,000

The expected cash flows listed above are forecast amounts. Such forecasts are influenced by exchange rates,
interest rates and stock index. The longer the period, the higher the uncertainty. Taishin Bank uses its working
capital lo engage in the derivative financial instruments and therefore does not require matenal additional cash
inflows.

Taishin Bank has recorded exchange loss of $335 426 thousand and $876,707 thousand for the years ended
December 31, 2003 and 2002, respectively.

Taishin Bank has recorded net gain (loss) on derivative financial instrumeants in amount of $596,433 thousand and
${38,587) thousand as a result of engaqging in interest rate swaps for the years ended December 31, 2003 and
2002, respectivehy.

Taishin Bank has recorded nel gain (loss) on derivative financial instruments in amount of ${16,341) thousand,
$323,813 thousand, $(2,096) thousand, $(1,084) thousand and ${1,863) thousand as a result of engaging in cross
currency swaps, currency options, interest rate options, interest futures and index futures, respectively, for the
year ended December 31, 2003.

Non-Transaction-Based Derivative Financial Instrument
Contract Amount or Nominal Principal Amount and Credit Risk

December 31
2003 2002
Contract Credit Contract Credit
Financial Instrument Amount Risk Amount Risk
Foreign exchange swaps $136EB4808 % 726071 § G5970470 § 553304
Cross curmancy Swaps 30,841 907 812 436 19,408 583 266,263
Interest rate swaps 27498 193 89,574 17 722875 85,039
Curmency options 84 566,839 2145215 45 545,489 1,188,341

Equity securities options - - 674,300 -

Credit risk refars to the risk arising from the inability of a liabla party to maet tha tarms of Taishin Bank's financial
instrument contracts when due. The amount for credit risk listed above pertains to contracts with a positive fair
value on balance sheet date. |t represents Taishin Bank's potential loss, considering potential exposures and
credit nsk factors, if the liable parly breachas the contract. It s Taishin Bank's policy o enter into financial
instruments with creditworthy financial institutions and trade within given credit limits, Therefore, Taishin Bank does
not anticipate nonperformance by the counterparties.

Market Price Risk

The market price risk refers to the risk ansing from fluctuations in exchange rates and interest rates in the market.
Taishin Bank engageas in the derivative linancial instruments descrbed above with a diversily of other intermaltional
financial institutions to minimize the specified risk, Tharefore, the market price risk is not expacted to be significant.

Liquidity Risk, Cash Flow Risk and Uncertainty in Future Cash Demand

The Bank's expectad cash inflows and outflows as a resull of engaging in non-transaction-based derivative
financial instruments are as fallows:

Financial Instrument Period Amount
FX swaps Year ended December 31, 2004 % 65000
Cross curmancy Swaps Year ended Dacamber 31, 2004 -
Interest rate swaps Year ended Decamber 31, 2004 16,000
Currency options Year ended December 31, 2004

The expected cash flows listed above are forecast amounts. Such forecasts are influenced by exchange rates and
interast rales. The longer the period, the higher the uncertainty.

Taishin Bank uses its working capital to engage in the dervative financial instruments and therefore does not
require material additional cash inflows.

Presentation of Derivative Financial Instruments in Financial Statements

Taishin Bank classifies gain or loss as a result of angaging in foraign exchange swap, cross currancy swap and
interest rate swap contracts as interest revenues or interest expenses in the income statement. The net gain or loss
as a resull of engaging in the contracts descrbed above is listed below:

December 31
2003 2002
FX swaps % 125,930 3 18,810
Cross cumency swaps { 65,819) { 72,062
IMterest rate swaps 15,979 78983

Taishin Bank classifies the gain or loss as a result of engaging in currency options and equity securities options as

"gain or loss on derivatives” included in olher operaling incomsa in the incomea statemeant. Taishin Bank's trading
gain {loss) as a result of engaging in currency options and equity securities options were $310.124 thousand and
${134,704) thousand for the years ended December 31, 2003 and 2002, respectively.

10z
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Fair Value of Financial Instruments

December 31
2003 2002
Carrying Fair Carrying Fair
Financial Instrument Value Value Value Value

Assels:
Financial assets in which fair valee is equal io camyingvalve $140,171,198 $140,171198 & 969385889 3§ 096,993,089
Trading financial assets:

Forward exchange 80,275 80,275 591,479 591,479

Cumancy options 2,110,431 2,110,431 - -

Cross cumency swaps 14,020 14,020

Interest rale swaps 48,773 48,773 - -

Interest rata oplions 3015 3015 - -
Mon-trading financial assets:

FX swaps 141,966 141,966 12,917,699 12,917 609

Interest rata swaps - - 355,000 358,850

Cumancy options 278,589 278,589 1,019,052 1,019,052

Trading securities - Marketable equity securiies 4,030,835 4,425,137 4,821,628 4,996,250

Long-term imestments - Marketable equity securities 3930677 6,971,363 3,930,677 4,686,546

Loans 38R 543,734 38R 643,734 340,818,642 340,818,642

Total 549,464,513  $552,899,501 £ 461,443,166 & 462 377,507
Liabilites:

Financial liabilities in which fair valiee 1s eogual to carying value $ 24660566 $ B4660566 2§ 53783186 § 53,783,166
Trading Liabilitias:

Forward exchange 306,108 306,108

Currency cotions 961,115 881,115 - -

Interest rate opliors 2 560 2 560 - -
Mon-trading Eabilities:

FX swaps 843,849 843,849 12,818,727 12,818,727

Cross cumancy swaps - - 63,750 63,780

Cumancy options By 7 282 BY 7 282 989,528 989, 6528

Equity securities options - - 40,092 40,092

Deposits and remittances VA3 N2046 433112146 383279204 383,279,204

Total iE.'EI-ﬂ,?BS,EEE __$53],?ES,EEE~ £ 450,974 507 £ 450,974 507

.................................................

The Bank uses the following methods and assumptions to determine the fair values of the financial instruments:

The fair values of the short-lerm financial instruments are determinad by their carmying values on the balance shaet
datas, As the due dates of these financial instruments are current, the camying valuas approximate the fair values,
The method applies to cash, due from banks, due from Central Bank, receivables, payables, prepayments,
advances receipts, and due to banks.

The carrying values of loans, bills discounted, and deposits, which are inlerest-bearing financial asselts and
liabilities, approximata theair fair values,

Trading securities and long-term investments are measured based on quoted market prices for these instruments.
If market prices are nol available, the fair values are determined in accordance with financial theory, market
praclices or othar reliable financial infarmation,

The book values of trading securities and long-term investments are the amounts before deductions of allowance
for decline in market value.

The fair values of financial instruments are the amounts that Taishin Bank expects to ablain or has to pay, if Taishin
Bank closes these contracts on balance sheet date. And ordinarily the fair values of the financial instrumeants
include unrealized gain or loss. Most financial instruments of Taishin Bank were quoted from financial institution.

SUBSIDIARY - TAIWAN SECURITIES CO., LTD

Financial Instruments
Derivative financial instruments:

Warrants

Information about Issued Warrants
See Mote 20.

Credit Risk
Since the Company has collected sufficient amounts for the issuing of warrants, it is assumead that there is no
significant credit risk.

Market Price Risk

According to Delta risk hedge operating approach, Taiwan Securities bought certain securities upon issuing
warrantz to avoid market price risks. According to the change of Delta value, Tamwan Securnties will sell or buy
securities dynamically. Howeaver, due o the cost of transactions, liquidity of abjective securities, and avoiding o
buy at high leval and sell at low level, Talwan Securities is allowed to buy in or sell out in a fixed range.

Liguidity Risk, Cash Flow Risk, Future Cash Need and Period Uncerntainty
Since Tamwan Securilies has oplions o sellle warrants issued liability by cash or securities, it is assumed o have
no significant liquidity risk, cash flow risk, future cash need, and pariod uncartainty,

The Category, Purpose of the Derivative Financial Instrument and Strategy to Achieve the Purpose
Taiwan Securities owned American options of derivative financial instruments under trading purpose due to the
prasant lower interest rates, To avoid the fall in the currency purchasing powear, Taiwan Securities made invastmant
with return higher than the interest rate of fiked deposit. Taiwan Securities has assessed the present domestic
capital market and the future securties market before issuing Acer Computer warrants to increase the flexibility of
liquidity and be free from the decrease of purchasing power causad by price inflation, interast rate, ele.

Presentation of Derivative Financial Instruments in Financial Statements

2003 2002
Gain for issuing of warmants % 871,081 i 563, GA4
Sain (loss) on sell trading - hedge - TSE 131,586 { 327, 751)
Gain on sell rading - hedge - GTSM slocks and bonds 47 645 -
Loss on change in value - repurchased warrant { H23,994) { 148,613)
Expense for issuing of warrants f T00) | 957
Loss on valuatfion of sacurities - hedge { 22.661) { 8352
Futures Contracts
Contract Amount and Credit Risk
December 31
2003 2002
Contract Contract
Financial Instrument or Motional Credit or Notional Credit
Trading - Amount Risk Amount Risk
TAIEX Futures Contracts $ 41013 § - $ 80,366  § -

Taiwan Securities has Futures Contracts traded in Taiwan Futures Markel. The counter parties of the contracts
shall be obligated to maintain sufficient Contract deposits if the market price fluctuates, Therefore, the risk of not
fullfilling the contract is not significant.
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Market Price Risk
Currently, the Futures market in Taiwan has Tamwvan stock index futures openly traded. Since the stock index will
not fluctuate significant in each trading day, the rizk arizing from market price fluctuation is not significant.

Liquidity Risk, Cash Flow Risk, Future Cash Need and Period Uncertainty

Taiwan Securities’s unsettled futures can be settled under reasonable price, therefore, fluctuate liquidity risk is not
significant.

Taiwan Securities's fulures transactions are deposit transactions, in which the deposits has already been paid
before trading, then Tamwan Securities values the unsettled parts of future contracts each trading day: if it needs to
be supplemented, Taiwan Securities has sufficient working capital to cover, thus, the risk of raising money and
liquidity are not significant.

Taiwan Securities's futures brokers have sufficient operating capital. Tharefore, the risk of viclating the contract is
nt significant. Each futures contract has its market value and can be traded in the Tamwan futures markat.
Therefore, liquidity risk is not significant,

Tamwan Securities’s futures brokers have sufficient operating capital. Thearefore, the risk of violating the contract is
not significant. Each futures contract has its market value and can be traded in the Taman futures market
Therefore, liquidity risk is not significant.

The Category, Purpose of the Derivative Financial Instrument and Strategy to Achieve the Purpose
Tamwan Securities has Tamwan stock index futures contracts haeld for non-trading purpose o hedge the risk from
Taiwan Securnties's marketable securities trading in the opean market, Taiwan Securties invests in the derivative
instrumeants which markat price ara in inversa relationships with tha hedged items,

Reporting of Derivative Instrument in the Financial Statements

Tamwan Securities recorded the deposits paid for Tawan Stock index futures contract under current assets-salf-
owned capital. The seltled contract has its realized gains or losses reflected in current period,

For the years ended Decembear 31, 2003 and 2002, the net gain (loss) from stock index future was $(70,287)
thousand and $30,950 thousand, of which $3,146 thousand and $9,018 thousand were unrealized loss,
respectively, At December 31, 2003 and 2002, futures deposits-self-owned capital was $77,491 thousand and
$149 937 thousand, respectivaly.

Interest Swap Agreement
Contract Amount and Credit Risk

December 31
2003 2002
Contract Contract
Financial Instrument or Notional Credit or Motional Credit
Nar-rading- Amaunt Risk Amaount Risk
Interast swan agreernent % - ;] - $ 3,100,000 % -

Since the agreement was made for 1-5 years with a reputable bank, it 15 assumed that there is no significant
cradit risk,

Market Price Risk

Markel price nsk refers o the rsk of markal rate changes. Taiwan Securities has an inlerest rate swap fulures
contract for non-trading purpose outstanding to hedge bonds interest risks, The gain (loss) from the rate changes
will almost cancel to the hedged item, tharefore the market price risk is not significant.

Tamwan Securities has an interest rate swap under trading purpose with estimated market price risk according to
PVEP (present value of basis point), the loss from the interest rate changas is expeacted, therefore the market price
risk is not significant.

Liguidity Risk, Cash Flow Risk, Future Cash Need and Period Uncertainty

The interes! rale swap contract involves the exchange of fixed rale payments of obligations without the exchange
of notional amounts, The gain {loss) from the contract is B0 since Taiwan Securities didn't own any IRS on
December 31, 2003. Therefore, there is no cash flow risk.

The Category, Purpose of the Derivative Financial Instrument and Strategy to Achieve the Purpose

The derivative financial instrument is held for non-trading purpose, The purposa of the fixed-rate intarest swap
contract is to hedge bond interest risk; or manage cash flows to match operating needs, and growing bond
business. Therefore, the hedge strategy is to achieve the purpose of avoiding market price risks. Taiwan Securities
has selectad hedging instruments having high negative correlation with fair valug of the hedged items and
periodically evaluates the effectivenass of these instruments.

The purpose for Taiwan Sacurities owning interest rate swap under trading purpose is earning the difference of the
interest rate judging by its trend.

Reporting of Derivative Financial Instrument in the Financial Statement

Mo formal entry was made for interest swap contract when the contract was entered. The interest receivable and
payable will be reflected in the current period. For the years ended December 31, 2003 and 2002, the interest
swap contract was recorded as follows:

2003 2002
|RS Interest expenses % 1.251 i3 56,226
Trading purpose -
Other operating expanses - [oss on valuation 8,022 -
Mon-trading purpose -
Other operating expansas - loss on valuation 108,480 -
Convertible Bond Swap
Contract Amount and Credit Risk
December 31
2003 2002
Contract Contract
Financial Instrument or Motional Credit or Notional Credit
Amount Risk Amount Risk
TAIEX Futwes Contracts § 335600 $ - 3 . $ -

Taiwan Saecurities made the agreement with a reputable corporation or bank. The assat swap contract involhies
interest income and interest compensation under committed interest; option gives the trader the rght to buy
convertible bonds for a lixed price.

Since Tamwan Securities has collected sufficient premium, it is assumed that there is the minimum credit risk,

Market Price Risk

Taiwan Securities engages in IRS and Option of asset swap trades. Interest rales swap is the swapping of
contractad interast return with interest expense and interest compansation to tradars so thera s no significant
market price risk; traders have the right to purchase convertible bonds with fixed price in the contracted berm.
Because Taiwan Securities has acquired convertible bonds, it does not have significant market price risk.

Liguidity Risk, Cash Flow Risk, Future Cash Need and Period Unceriainty

Taiwan Securities engages in IRS and Option of asset swap trades in which the underlying asset is convertible
bond by underwriter or holder. Taiwan Securities receives payment for trading. Furthermore the term of contracts
provide swapping confracted interest return with inlerast expense and inlerest compensation o raders, and
Taiwan Securities has the right to purchase converible bonds from traders before the due date, so Taiwan
Securities does not have significant cash flow risk and additional finance need. According to above, engaging in
option trades, Taiwan Securities has convertible bonds which were purchased from asset swapping traders,
underwriter or holder 1o seltle, therafore there is no significant cash flow risk and additional finance need.
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The Category, Purpose of the Derivative Financial Instrument and Strategy to Achieve the Purpose
When Taiwan Securties engages in IRS of asset swap trades and receives payment from selling convertible
bonds, gain (loss) from selling convertible bonds Lo radears and contracting o swap contracled interest returm with
interest expanse and interest compeansation to traders in the contracted term are presented in the current period;
Tamwan Secunties sells convertiole bonds swap option and receives premium, and traders have thae right to
purchase convertible bonds with fixed price in the contracted term. Gain {loss) from wvaluing an option and
premium realized are presentad in the current panod,

Reporting of Derivative Financial Instrument in the Financial Statement

2003 2002
Other currenl assals:
Option of asset swap 3 136,979 $ -
IR5S of asset swap 2.694 -
Deferrad oss on oplions 3.820 -
Other current liabilities:
IR of assel swap 15,130 -
Option of asset swap 34 065 -
Other operating income:
Gain on valuation 75,168 -
Gain on exercisa 242 -
Oither operating expensea -
Loss on valuation 1,249 -
Structured Motes Transactions
Contract Amount and Credit Risk
December 31
2003 2002
Contract Contract
Financial Instrument or Notional Credit or Notional Credit
Equity-lirnked notes - Amount Risk Amount Risk
Fixed-income fransactions and options transactions % 65400 5 - ;3 - 3 -

Tamwan Securties engageas in Equity-linked notes and invests in fixed-income products by receiving payment from
traders. Traders sell the asset options of equity to Taiwan Securities at the same time. Since Taiwan Securities
has collecled sufficient payment, it is assumed thal thare is minimum credit nsk,

Market Price Risk

Tamwan Securbties engages in BEquiby-linked notes and buys the embeadded stocks al the same ime for hadaing.
Because the transactions of buying and selling abova embedded stocks weare made by following the strategy for
hedging, Taiwan Securities does not have significant market price risk.

Liquidity Risk, Cash Flow Risk, Future Cash Need and Period Unceartainty

With tradars’ nead of capacity, the contracts could be settled before the due day. Mo matter sattling in advance or
not, Tawan Securities' working capital is sufficient. According to the above, Taiwan Securities does not have
significant cash flow risk and no additional finance is needed.

The Category, Purpose of the Derivative Financial Instrument and Strategy to Achieve the Purpose
Equity-linked notes liability - fixed-incomea products are the balance of option premium deductad from discounted
contract principal equaling to the amount received from traders on contract day. Implicit interest expenses
amortized on an interest or straight-line method are presented as loss on equity-linked notes. Eguity-linked notes
assel - oplions are prasented in markel value and the gains or losses of valuing are presented in the current
period,  Interest income of fixed-income products is recognized according o tarm of holding on accrual-basis;
fixed-income producits are valued at the lower of cost or market walue., Discount or premium on the cost of
purchasing fixed-income products are amortized every period. The realized gains or losses are calculated based
on the result of disposing of fixed-income products.

Taiwan Securities engages in equity-linked notes and based on a certain extent of understanding of trend of
embedded assets price, buys linked stocks to hedge market price risk.

Reporting of Derivative Financial Instrument in the Financial Statement

2003 2002

Currant assels:

Depaosits - custodian account L3 7 ;3 -

Marketable securites - custodian account 66,201 -

Equity-linkad noles assels - option 4 546 -

Deferrad loss on equity-linked notes assets 253 -
Cument liabdities:

Equity-linked notes liabilities - fiked-income producis 65,225

Equity-linked notes liabilities - prermiurm 4281 -
Other operating income:

zain on valuation 508 -

Gain on equity-inked noles 214 -
Other operating expanses -

Loss on setflied of equity-linked notes in advance 65 -

Fair Value of Financial Instruments
The methods and basis o valus financial instruments:

The fair value of short-term financial instruments is the carrying amount on balance sheat.

Cash and cash eqguivalents, short-term investments, marketable securities, bonds purchased under agreements to
resell, margin loans, accounts receivable, operaling deposits, settlerment funds, shorl-tlerm loans, commercial
paper obligations, bonds sold under agreements to repurchase, deposits for margin loans and short-sale
proceads withhald as collataral for margin loans are included.

The fair value of securities is market price.
SUBSIDIARY - TAISHIN BILLS FINANCE CO., LTD.
Taishin Bills Finance engages in various derivative instrumeants 1o manage asset and liability positions and cradit nsk,

Transaction-Based Derivative Financial Instrument
Contract Amount or Nominal Principal Amount and Credit Risk

December 31
2003 2002
Contract Contract
Financial Instrument or Motional Credit or Notional Credit
Amount Risk Armount Risk
Assets swap $ 50,000 $ 576 $ - i -

Interest rate swaps B0G,000 8,254 - -
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Credit risk refers to the risk ansing from the inability of a liablke party to meat the terms of Taishin Bills Finance's
financial instrument contracts when dus. The amount of credit fsk listed above partains to contracts with a
positive fair value on balance sheet date. It reprezents Taishin Bills Finance's potential loss, considering potential
expenses and credit risk factors, if the counterparty breaches the contract.

Taishin Bills' policy is to enter inte financial instruments with credit worthy financial institutions and trade within
given cradit limits. Therefore, Taishin Bills Finance does not anticipate nonperformance by the counterparties.

Market Price Risk

The market price risk refers to the risk arising from fluctuations in interest rates in the market. Taishin Bills Finance
estimates its risk value for financial instruments such as interest rate swaps contracts in accordance with capital
positions, The risk value refars to a potential loss of a financial instrumeant or investmeant portfolio for a specific
perod and at a confidence level as a result of unfavorable changes in the market.

December 31

2003 2002

Interest rate risk g B34 B -

Liquidity Risk, Cash Flow Risk and Uncertainty in Future Cash Demand
Taishin Billz Finance's expected cash inflow and outflow as a result of engaging in transaction-based derivative
financial instruments is as follows:

Financial Instrument Period Amount
Aszels swap Year ended Decemnber 31, 2004 2 1323
Interest rale swaps Year ended Decarmber 31, 2004 4,338

The expected cash flows listed above are forecast amounts, Such forecasts are influenced by exchange rates
and interest rates. The longer the period, the highar the uncertainty.

Taishin Bills Finance uses its working capital to engage in the derivative financial instruments and therefore does
nol require material additional cash inflows.

Mon-Transaction-Based Derivative Financial Instruments
Contract Amount or Nominal Principal Amount and Credit Risk

December 31
2003 2002
Contract Contract
Financlal Instrument or Notional Credit or Notional Credit
Amount Risk Amount Risk
Imterast rate swaps $ 900,000 $ 9516 i3 - $ -
Interast rate cap 2,500,000 12,500 - -

Credil sk refers 1o the risk ansing fram the inability of counterparties o meaet the terms of Taishin Bills Finance's
financial instrument contracts when due. The amount for credit risk listed above pertains to contracts with a
positive fair value on the balance sheet date. It represents Taishin Bills Finance's potential loss, considering
potential exposures and credit risk factors.

Market Price Risk

The markel price risk refers to the risk arising from fluctuations in interest rates in the market, Taishin Bills Finance
engages in the derivative financial instrumants described above with a diversity of other financial institutions or
clients to minimize the specified nsk. Therefore, the market price nisk is not expected to be significant.

Liquidity Risk, Cash Flow Risk, Future Cash Need and Period Uncertainty
Taishin Bills Finance's expectad cash inflows as a result of engaging in non-transaction-based derivative financial
instruments are as follows:

Financial Instrument Period Amaunt
Interest rate swaps Year Ended December 31, 2004 3240
Interest rate cap Year Ended December 31, 2004 13,100

The expactad cash flows listed above are forecast amounts. Such forecasts are influenced by interest rates. The
longer the pericd, the higher the uncertainky.

Taishin Bills Finance uses its working capital 1o engage in the derivative financial instrumeants and therefore doas
not require material additional cash inflows.,

Presentation of Derivative Financial Instruments in Financial Statements

Taishin Bills Finance classifies the gain or loss as a result of engaging in interest rale swap and interest rate cap
based on non-transaclion purpose as inlerasl revenues or inlerest expansas in the income statement. The net
gain as a result of engaging in the contracts were $183 thousand and $698 thousand for the year endead
Decembar 31, 2003

Taishin Bills Finance classifies the gain or losz as a result of engaging in interest rate swap and assets swap
contracts based on transaction purpose as other income or expense in the income statement. The net gains (loss)
as a result of engaging in these contracts were $(925) thousand and $807 thousand for the year ended December
31, 2003,

Fair Value of Financial Instruments

December 31
2003 2002
Carrying Fair Carrying Fair
Value Value Value Value

Financial assets:
Financial assets in which fair value is equal tocamdng value  $ 12575420 $ 12575420 § A3BBOST $ 8386957
Trading financial assats:

Interest swaps 4,254 4,254 - -

Assets swaps 60,000 50,392 - -
Nor-trading financial assets -

Interast swaps 5,616 b616 - -
Trading securities 6514737 6541552 5269661 5310720

$ 19150027 § 19177234 % 13658608 § 13699677

Financial Babilities:
Finarcial kabilities in which fair value s equal o camying value § 12625312 § 126825312 % 7235801 §  7.2354801
NorHtrading financial liabdities -
IMterast swans 13,294 13,294 - -
$ 12636606 § 12638606 § 7235801 § 7235801

Taishin Bills Finance uses the following methods and assumptions to determine the fair value of the financial
instruments:

The fair value of the short-term financial instrumeants is determined by their carrying values on the balance shaat
dates. As the due dates of these financial instruments are current, the carrying values approximate the fair values.

The method applies o cash and deposits, receivables, restricted assets, guarantes deposits and pledged
marketable securities, short-term borrowings, commercial papers payable, call loans from banks and payables,
Trading securitizs are measured based on quoted market prices for these instruments. If market prices are not
available, the fair values are determined in accordance with financial theory, market practices or other reliable
financial information,

If Taishin Bills Finance cancealed these contracts on balance shaet data, the fair values of the financial instrumeants
refer to the amounts that Taishin Bills Finance expects to obtain or pay on such day. the amounts generally
including unrealized gain or loss.
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38. CONDENSED BALANCE SHEETS AND STATEMENTS OF INCOME OF SUBSIDIARIES

Taishin Bank

The balance of the loans to small and medium enterprise and consumer loan and their ratio to total loans.

December 31

Balance Sheet
December 31
2003 2002
Assals
Cash £ 5,318,548 % 4 580 551
Due from the Central Bank and other banks 25,019,786 25,809,720
Bills and securties purchasad 48,060,113 32,687 612
Recaivables, net 51,563,251 35,330,347
Loans, net 394,611,383 334,983,424
Long-tenm investments, net 8,328,817 8,913,908
Property and equipment, net 16,381,254 16,261,730
Mher aszets 25,083 322 29,236,313
Total assets 2 574,356 484 % 487,803 603
Ligbilites:
Due 1o Cantral Bank and othar banks £ 905,120 % 2,023,758
FPayables 30,764,720 24,303,160
Deposils and remillances 433,112,146 383,279,204
Call loans from Cenfral Bank and other banks 44 890 267 25,167 428
Bank notes 19,000,000 15,000,000
Other liabilities 3,734,837 2691124
Total liabilities 532,407,000 452 464 675
Shareholders' equity:
Capital stock:
Carnmon stock 24,467 810 23,000,000
Preferrad stock 4,000,000 4,000,000
Capital surplus 3,089,793 1,738,525
Refained earnings 10,381,791 6,891,756
Unrealized logs on long-term investments - B3,614)
Treasury stock - 237.739)
Total shareholders'equity 41,949 304 35,338,928
Tolal liabilities and shareholdars' aguity $ 674,356 484 § 487 803803

The balance of demand deposits, time deposits and foreign currency deposits and their ratio to total deposits.

Demand deposits

Ratio (%)

Time deposiis

Ratio (%)

Foreign currency deposits
Ratio (%)

December 31

$

2003
131,644,593
34.24
252,848,658
65.76
58,436,941
15.20

Mote: Deposits listed above do not include deposits transferred from the Postal Bureaw.

$

2002
98,101,317
2965
232,761,144
70.35
30,331,143
917

2003 2002
The loan to small and medium enterprise 37,529 984 T 21,016,117
Hatio (%) 8.34 .09
Consumer loan 203,784 480 152,197 560
Ratio (%) 50.72 44 11
Income Statement
Income statameant for the years ended Decembear 31, 2003 and 2002:
2003 2002
Operating revenua:
Interest income 20,387,315 29,866,191
Faas income 5,870,304 4,010,693
Mat gain on trading securities 1,216,131 545,278
Investment income under eguily method 141,493 551,435
Foreign exchange gains 360,629 611,857
Other operating revenue 1,243,658 368,305
Subtotal 38,210,530 35,843,738
Operating cost and expenses:
Interest expense i 7.520,702) ( 11,033,134)
Faa expense ( 4,013,634) [ 2 B36,962)
Provision for loan and other loss [ 7.598,614) [ 7,207 .8048)
Other operating cost ( 48,578) ( 206,651)
Operating expanse ( 12,846, 198) ( 0827 979
Subtotal { 32,027 ,726) { 31,012 534)
Operating income 6,191,804 4,931,205
Non-operating income 1,745,668 778,009
Mon-operating expanse [ 168,710 ) [ gad, 529)
Mon-operating income (expanse), net 1,676,678 [ 106,540)
Income beforg income tax 7,768 BB2 4 824 BE5
Income tax expense [ 1,602 455) [ 747 B98)
Netincome 8 6,166,227 _ 4,076,969
Earnings per share (dollars): . .
Pre-tax 314 192
After-lax 247 160
Key Financial and Business Highlights
Capital Adequacy
December 31
2003 2002
The Tier | capital 35,530,300 28 415,926
The Tier |l capital 18,266,334 19,357,313
Less items B, 328,817 8,913,907
Capital 45,467 817 38,850,332
Hisky assels £49 486,303 378,032,601
Capital adequacy ratio 10.12% 10.28%
Liability 1o nel assels ralio 1,269.17% 1,280.36%

Mote: Capital adequacy ratio = Capital + Risk weighted assets, stipulated by BOMA.
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Summary of Reinvestment Institution

Asset Quality
December 31
2003 2002

MPL (including non-accrual loans) (Mote a) % 6,385 4598 2 8438 915
Delinguent loans 4 506 856 7050036
MPL ratio {Note b) 1.50% 2.45%
Surveillance loans (Note c) ey, 778 2,004 326
Surveillance loan ratio 0.19% 0.58%
Allowance for loans and delinguent loans 3,113,470 4,184,763
Bad debt written off (Nate d) 9,143,27(Q 20,985,175

Mote a:MPL does not include loans allowed to be excluded which were stipulated by BOMA,.

Mote b:MPL ratio = MPL (including non-accrual loans) + (Loans+MNon-accrual loans).

Maote ¢ Surveillance loans include (a) the long-term investmeant, overdue maore than three months but less than six
months, (b) the principal of other loans overdue less than three months but intarests of such loans overdue
more than three months but less than six months, () delinquent loans allowead o be excluded from MNPL,
which were stipulated by BOMA.

Mote d:The amaounts of bad debls writlen off weare cumulative from Januwary 1 1o December 31 of 2003 and 2002,
respectivaly,

Management Information
Prominent Aggregation of Credit Risk

December 31
2003 2002
Loans to paries with comman interaests {Mota a) $ 16,518,000 $ 15,856,000
Ratio to total loans (MNote b) 3.87% 4 25%
Stock pledged ratio 5.B2% 7.20%
2003 2002
ltem Industry Yo Industry Yo
Approved credit cenfralization (Top 3) Manufacturing 11.77 Manufacturing 1290
Finance and insurance 6.72 Finance and insurance 5.61
Wholesale and retlailing 383 Construction 3.64

Mote a: Loans include bille purchased, loans, bills, discounted, acceptances and guarantees.
Mote b: Ratio to Total loans = The loans to parties with common interest + Total loans.

Mole o) Stock pledged ratio = The loans secured by stock + Tolal loans.

Mote d: Loans to parties with commaon interest is defined by the Bank Law,

2003
Name of Reinvestment Investment Cost Percentage of
Institution {Book Value) Share Holding
Taishin Real Estate Management Cao. i1 60,108 3 60.00
Taishin Intemnational Finance Co. 149 203 99.90
Taizhin Insurance Agency Co. 247 BED 60.00
PayEasy Digital Intagration Co., Lid., 60,424 66,67
Dah Chung Bills Finance Corp. 939,026 18.80
Dah An Leasing Co., Lid, 127,717 949,00
An Hsin Real-Estate Management Inc., 25874 30,00
Taishin Financial Holding Co., Lid, 3,930,677 f.22
Taighin Leasing & Financing Co., Ltd, 247,390 19.95
Grand Pacific Venture Capital Co., Lid. 30,000 5.00
Taiwan Futures Co. 40,000 10.00
Concord IV Venture Capital Co., Lid. 95,000 6.25
Jihsun Venture Capital Investment 30,000 =.00
Lien An Co., Lid. 1,250 5.00
Taizhin Venture Capital Investment Co., Ltd. 56,642 5.00

Mote: Reinvestment refers 1o investment with share holding of 5% and above.

Paolicy of Allowance for Loans, Non-Accrual Loans and Loss of Investment

Provision for Bad Debls and Losses on Guarantees - Provisions for bad debts and losses on guaraniees are
accrued in consideration of Taishin Bank's estimates of collectibility of loans, discounts, bills purchased, account
raceivables, interest receivables, guarantees, advances and other credit facilities, Taishin Bank assesses the
collectibility of its credit portfolio based on factors such as the borrowers'/clients' payment history, delinguent
status, and financial condition and provides for loss, taking into account the value of collateralized assets, in
accordance with “The Rules for Bank Asset Evaluation, Loss Reserve Provision, and Disposal of Overdue Loans,
Non-accrual Loans and Bad Debts” issued by the MOF, According to the rules, if the loans, discounts, bills
purchased. account receivables, interest receivables, guarantees, advances and other credit facilities are deamed
unrecoverable, they should be provided in full and a loss should be recognized as an expense currently, and if the
recovary possibility is deemed low, no less than 50% of the loan amount should be provided and the loss should
alzo be recognized as an expensa in the current period.

Bill= and Securties Purchased - Trading securities, including listed stocks, mutual funds, and the other kinds of
securities, are recorded at acquisition cost and cammied at the lower of cost or market value. If the market value is
lower than cost, an allowance for markel decline i1s provided; on the contrary, such valuation allowance would be
reversed. Changes in such valuabion allowance are recognized as income or loss in the current panod. Upon sale
afl rading securities, the moving average method is used in determining the cost of secunties sold.

Long-Tarm Equity Investments-Long-tarm invastments are recorded at acquisition cost.  Long-term invastmeants
are accounted for by using the equity method of accounting whare Taishin Bank holds an ownership interast of
20% or more and by usae of the cost method of accounting where Taishin Bank holds an ownership interest of less
than 20%, excepl in cases where Taishin Bank has influgnce on the investee and the equity method is used.
Under the cost method, if the investee has shares listed on the Taiwan Stock Exchange { "TSE" ) or traded on the
GreTai Securities Market { "GTSM”™ ). the investment is stated at the lower of cost or market value and the related
unrealized loss on valuation is charged to the shareholders’  equity. If the investes is a non-listed or non-GTSM
company and thera is evidence indicating that the value of investment is deamed impaired, a loss will be provided
and charged to current expenss.

Under the equity methad, if the investor salls a portion of the investment so thal its portion of ownership decreases
or the investor may loss significant influence over the investes, the investor stops using equity mathod and then
the cost method is used. The long-term investrment accounts are recorded at the lower of book value and market
value as ils new cost.  In addition, Taishin Bank should realize the unrealized profit (loss) from down-stream
ransactions,
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Special Recorded Items Liquidity
Maturity analysis of assets and liabilities at December 31, 2003;

Reason and Amount

Amount Due
The person in charge or employes who violated the law in the course of business operalions Mo
and was suad by the public prosecutor in the recant year, (Note a and b) ne 0~30 31~90 91~-180 181 Days More Than
Total Days Days Days =1 Year 1 year

. . . o
People who violated the bank law and was fined in the recent vear. [(Mote a and b) ne Asset $ 625 148,000 $ 172057000 § 66610000 § 42412000 § 113214000 § 230,855.000
The deficiency that was rectified by Ministry of Finance in the recent year, {Nole a and b) More Liakility 581,450,000 142,430,000 122,360,000 85,815,000 161,066,000 59,678,000
The actual loss amounted to more than $50,000,000 In the recent year as a result of major Gap 43,608,000 29,627,000 ( 55750,000) ( 3,503.000) { 47.852.000) 171,176,000
emploves fraud or workplace accidenis not in compliance with financial institutions Mone Accumulated gap ) 29,627,000  ( 26123000) ( 79,626,000) ( 127.478,000) 43,698,000

guidelines on workplace security. (Note a and bj Mote: The amounts listed above include accounts in MT dollars only (excluding foreign currency) for both head

Cithers Mone office and domestic branches.

Mote a; The recent vear refers to the percd, from December 31, 2002 to December 31, 2003,
Mote b The authorities refer to the Bureau of Monetary Affairs, Securities and Futures Commission and Department

Market Risk Sensitivity

of Insurance of MOF. December 31
2003 2002
Profitability Ratic of interest sensitive assets 1o liabilities 89.73% B84.07%
Ratio of interast sansitive gap 1o interest seansitive net assets { 92.35%) [ 156.98%)
December 31
[tem 2003 2002 Note: ot " -
. . - : oo Interest sensitive asse
Return on lofal assets 1 46% 1,229 1.Ratio of interest sensitive assets to interest sensitive liabiliies = Interest sensitive liabiliies
Return on net worth 20.10% 15.23% {Assels and liabiliies will be dusa within ona year)
Profit margin 20.33% 13.42% 2 Interest sansitive gap = Interest sensitive assets - Interest sansitive liabilitie
Mote: | bef ) ) .
1 Return on total assets = —neome belore ax Main Foreign Currency Position
Avarage assets
| before T 2003 2002
2 Return on net warth = ::;r:E ne?r:ﬂﬂ?ﬂx Mew Mew
ae Original Taiwan Criginal Taiwan
. o Income bafore Tax Currency Dollars Currency Dollars
3. Profit margin = —
Operating income Tha main forelgn curency net position (market risk) USD 233238 $70054278 2 EUR 13778 § 499037
4. Profitability is calculated on annual basis. EUR 17111 733,704 GBP 6,458 350,148
GapP 5,169 554,533 JPY 1,134,421 331.818
Interest-Earning Assets and Interest-Bearing Liabilities JPY 1,569,673 498,842  USD 6322 219,654
The average interest-earning assets, interest-bearing liabilities and average interest rate for the years ended CAD 10238 JB8 . BRT MED 0257 168,578

Dacembear 31, 2003 and 2002 wara as follows:

Mote a: The main foreign currency refers to the first five currency in position, after converted into a common unit.

2003 2002 Mote b: The main foreign net position was absolute value of themseles.
Average Average
Average Interest Average Interest
Assts: Value Rate % Value Rate %
Dwe from Cantral Bank $ 20,196,630 1.43 2 12194605 2.83
Trading securites Dils 40772848 1.79 40 347 355 2.32
Trading securites Donds 8,439.418 3.50 7. 112,760 463
Due from banks 5,938,279 1.04 4,005,674 0.1
Loans 346,700,345 740 305,765,330 8.59
Liabilities:
Due to banks 33,469,009 1.08 24,178,751 1.86
Demand deposits 108 586 B42 0457 BE.506 183 1.42
Time deposits (ncluding MCD) 233234053 1.65 222, 767 BG4 278
Deposits transferred from the Postal Bureau 51,256,798 1.69 48 401 054 268
Bank notes 15,408,767 4,26 - -
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Other

The professional knowledge and independence of directors and supervizors

The Information about New Financial Products

As of December 31, 2003, the new financial products are all structured product, including Credit linked product -
Mega financial holding, Targe! redemplion structured product, Credit linked product - (Hon Hai Precision Industry
Co.. Lid.; Delta Electronic Corp.; SinoPac Holdings), Dual currency product, Target redemption structured
product, Callable high yield structured product, NT target redemption structured product, FX reverse knockout
structured product, Credit linked product - EVA Air Corp., Credit linked product - Taiwan Cellular Corp., Credit
linked product - Yang Ming Marine Transport Corp., 6 Year USD Index Linked Redemplion with a Contingent, 10
Year 5G Multi-strategy Index 110% Notes, 5 Year structured Notes Linked to the Performance of an Alternative
Investment Portfolic Managed by Citigroup Altermative Investment, 10 Year Man Global Strategies Diversified
Lirmited, Taiwan Securities Formosa 168 Equity Linked Contract, Taiwan Secunties Lucky Seven 10% Equity Linked
Contract, and 7 Year Allianz High Yield Locked Coupon Insurance Investment Certificate, Target Redemption
Rainbow Mote on Basket of Taiwan Stocks, 10-year Target Redemption Cormidor Linked to 6 months LIBOR Mote,
Quadruple Look High Yield Equity-Linked Motes on Intel Corp., 5G Target Coupon Motes (Series 3), U.S. Sector
Leasers Basker “Smarl-Bull” EMTN, S-year 106% guaranteed Retum Nole on nasdag-100 Index, Dow Jones
Eurostoxx Financial Service Index, Dow Jones Eurostoxx Energy Index, Dow Jones Eurostoxx Food & Beverage
Index and The Pharmaceutical Holders Contract Mote, High Efficiency Trust Account, Global Efficient Portfolio
Collective Investment Trust Fund, Rose Master Card Platinum, Home Card, Mercedes-Benz Platinum, Smart Card,
5 years USD callable daily range accrual struclure product, 7 years USD equity link structure product, 10 years
LISD targat redemplion structure product, 7 years LISD callable daily range accrual structure product,

Taishin Bills Finance

Tdo  tame RN Backe ant Experionce Remark
Chairrmarn T.L Wu 20020128 Linmvarsity of Califomia LA, MBA Chairman af Shin Korg Syrithetic Professional
Fibars Corp. dactor
Vice charman Erc T.5. Wu 20020128 Harvard University, 5.J.0. E;'jnaiman of Taiwan Securities Co.,
Direxctor Long-5u Lin 20020128 U&h.egly of Virging, Ph.D. in Chairman af Ennesd nc.
chemistry
Director Michelle .M. Sun  2002.01.28 Tamkang Univarsity, French Supenisor of Waibal Enterprise
Languape & Lierature Department Inc.
Director Chu ChanWang 20020128 Ena:l'lsh.lng Medical Cofiege, Director of The Taipei Gas Co.
armacy
Directar Thomas K.K. Lin ~ 2002.01.28 National Taiwan Linivarsity, Exacutive VP of Taishin Bank Professional
Economics danactor
Diractar Charlas WY, Wang 20020128 Mational Taiwan Uiniversiy, President of Taishin Bank & Professional
Economics Taishin Bills Finance Corp. deechor
Supervisor  Hong Chung-Tung  2002,10.24 Mational Taiwan Linivarsiy, Paliics Chief Auditor of Taishin Bank & Professsional
Taighin Bilks Finance Corp, sLpanvisor
Supervisor  Henry C.5. Kao 20020128 University of San Francisco, Master Chairman of Dah An Commercial Professional
Bank SLPENISOr
Supervisor  Shang-Pin Wu 2002.01.28 Keio University, Japan Ph.0. i Chief assistant ta President of
Chemistry-Materal Scienca Tasco Chamical Corp,
Mote: Everyone listed above is Taishin Financial's representativa,
Transportation Fee of Directors and Supervisor
Title Name Amounts
Chairman T.L. Wu $ 520
Vice chairman Eric T.5. Wu 520
Supervisar Hong Chung-Tung 520
Supervisor Shang-Pin Wu 520
Supervisor Henry C.5, Kao 520
Director Michelle R.M. Sun 520
Diretor Thomas KK, Lin 520
Director Long-Su Lin 520
Director Chu Chan Wang 520
Director Charles W.Y. Wang 520

Names of the Top Ten Shareholders
Taishin Bank is wholly held by Taishin Financial.

Material Acquisition and Disposal of Assets
Mone,

Operation Condition
Mot applied.

Balance Sheet
December 31
2003 2002
Aszets:
Cash and deposits $§ 1312445 $ 970,641
Due from banks 1,850,000 500,000
Trading securities 6,514,737 5,268,651
Receivables, net 345,788 aVEB.510
Property and equipment, net 465,770 ABB 574
Miscallaneous assets 8,128,879 6,580,579
Total assets £ 19,617,619 £ 14,186,955
Liakilities:
Sharl-larm borrowings 1,300,000 $ -
Commercial papers payable 249 564 -
Due to banks 6,010,000 7,200,000
Payables 645,748 35,801
Bonds payabla 5,000,000 -
Dither liabilities 393,401 &7, 187
Total liabilities 13,018,713 7,752,988
Shareholders' aquity:
Capital stock - comman stock 5,140,000 5,140,000
Retained earnings 1,458,906 1,283,967
Total shareholders' equily 6,598,906 6,433 867
Total liabilites and shareholders' equity 18,617,619 + 14,186,955
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Income Statement

Years Ended December 31

2003 2002
Total operating revenue $ 1,246,051 $ 0 1.321,433
Total operating expenses { 346,533) | 450,327)
Income before income tax £99.518 871,106
Moome lax expense { 181,856) { B84,348)
Net incorme $T1? o : S
Pre-tax earnings per share (dollar) 3 1.75 % 1,69
After-tax earnings per share {dollar) ] 1.40 b 1.51
Important Financial and Business Overview
Capital Adequacy
December 31
2003 (%) 2002 (%)
Capilal adeguacy ratic 18.03 2076
Liabilities to net assets ratio 197.28 120.50
Assel Quality
December 31
2003 2002
Payment for overdue approvad credit Mone Mone
Mon-accrual loans None Mone
Payment for overdue approvad credit ratio HNone None
Allowance for non-acerual lcans and account recalvables MNone NOne
Management Information
Business Highlights
December 31
2003 2002
Guarantees $ 13,887,800 $ 13,478,700
The ratio of guarantees 1o net assals
{(after appropriation of last year's earnings) 238% 238%
Short-term securities under agreemeant 1o repurchase 30,735,046 30,807 345
The ratio of short-term securities under agreement to repurchase
o net assets {after appropriation of last year's earnings) 523% 545%,
Prominent Aggregation of Credit Risks
December 31
2003 2002
Loans to parties with common interests % 1,070,000 1,043,000
Percentage of loans 1o parties with common inlerests 7.65% T.74%
Stock pledged and approved credit ratio 31.47% 23.01%
Approved Credit Aggregation
December 31
2003 (%) 2002 (%)
Finance and insurance 68,34 54,54
Manufacturing 26.69 #2.30
Wholesale and retailing boarding, food and baverage 11.58 12.70
Others 3.39 10,46

Summary of Reinvestments

Mane.

Policy of Allowance for Loans, Non-Accrual Loans and Investment
Provisions for bad debts and loss on guarantees are accrued in consideration of Taishin Bills Finance's estimates
of collectibility of account receivables, interast recevables and guarantees on commercial papers.

Taishin Bills Finance assesses the collectibility of its credit portfolio based on factors such as the borrowers'/clients’
financial condition, payment history. and delinquent status and provides for loss, taking into account the value of
collateralized assets, in accordance with "The Rules for Bills Finance Company Asset Evaluation, Loss Reserve
Pravision, and Disposal of Overdue Loans, Non-accrual Loans and Bad Debis” issued by the MOF.

The credit facilities that are deemed unrecoverable are written off with the approval of the Board of Directors.

Trading securities are recorded as cost and stated at the lower of cost or market price. Upon sale of trading
securibes, the moving average cost meathod is usad in determining the cost of trading securities sold.

For a securities firm trading securities for its own account, if the profit for trading securities for its own account
exceads the amount of loss, it shall allocate 10% of the portion in excess on a monthly basis as the trading loss
reserve. When the accumulated amount of the trading loss reserve reaches $200 million, allocation may be
suspended, in accordance with "Rules Governing Securities Firms” issued by the MOF.

Special Recorded Items

Maone.
Profitability
December 31
2003 (%) 2002 (%)
Feturn on tolal assels 5.32 6.12
Return on nat assets 13.80 14.35
Profit margin 218 65.92
Liquidity
Analysis of maturities assats and liabilities at December 31, 2003
Amount Due
1~30 31~90 91~180 181 Days More Than
Days Days Days =1 Year 1 year
Cash usead in:
Bills § 3045031 % 19058071 0§ 7320136 % 957R69 % 200,000
Bonds 808,000 203,890 2,021,281 3,235,045 16,022,078
Deposils 146,500 800,000 410,000 465,800 2,803,000
Call loans 1o banks 1,850,000 - - - -
Resale agreements 4,796,008 702,427 - - -
Total 10,746,539 21,164,388 8.751.417 13,279.014 18,025,078
Cash provided by
Call loans from banks 7,310,000 249 564 - - 5,000,000
Repurchase agreements 46,862,004 68,270,137 420,271 1,191,000 .
Crwred capital - - - - £.588 907
Total 54, 172004 6,519,701 420,271 1,191,000 11,598,907
Meat flow (43,425 466) 14,644 BBY 8,331,145 12,088 014 6,426,171
Accumulated net flow (% 43,425 465) (% 2B8.7BO778) (% 194498632 (%3 7.361618) ($  935.447)

121
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Market Risk Sensitivity
December 31
2003 (%) 2002 (%)
Interest-sensitive assets to liabilities ratio g8.18 83.17
Interest-sensitive assets fo net assals ratio { 111.56) { 156.53)
Taiwan Securities
Balance Sheet
December 31
2003 2002
Assels:
Cash and deposits % 289,706 $ 254502
Shart-term investments 361,140 T16.717
Trading securities 13.133.315 23,241,791
Bonds purchased under agreemeants 1o resell 8,229 174 7073206
Marginal receivables 13,843,656 9,150,747
Other current assets 1,230,651 1,410,619
Long-term imvestmeants 1,758,110 1,657 561
Property and equipment 2,880,133 2,707,294
Other assets 2,787,740 2687 044
Debit itemn for consigned trades 147,380 .
Total assets § 44,732,005 § 48,799 481
. 000
Shori-term borrowings $ 5,501,000 % 3.B44.000
Commercial paper obligations 6,230,823 4013021
Bonds sold under agreaments to repurchase 11,283,788 23,326,185
Securities financing guarantee deposit in 8058177 B34 64T
Payable for securities financing guarantee 1,162,572 1,088,359
Other current liabilities 1,156,484 1,135,195
Long-termn commercial paper obligations 498,011 160,000
Credit itern for consigned trades . 389,455
Other liabilities 411,734 280,296
Total liabilities 27,149,589 35,061,158
Shareholders' equity:
Capital stock - common stock 12,8999 574 11,234,868
Capital surplus 2,076,860 B4 1,566
Retained eamings 3,024,903 2,282,148
Unrealized loss on valuation of long-term investments { 44 V 44
Cumulative translation adjustrments 33.757 43,150
Treasury stock { 552 ,634) { 66:3,363)
Total shareholders’ @quity = 17,682,416 13,738,323
Tatal liabiliies and shareholders’ equity § 44,732,005 F 48,700,481

Income Statement

Years Ended December 31

2003 2002
Total eperating revenue $ 6635715 $ 5450423
Total operating expense [ 5,093,258) [ 4 T26,738)
Income before income tax 1,542 457 723,685
Income lax expense ( 241,257) [ S02,445)
Met income $ 1,301,200 3 331.240
Pre-tax basic eamings per share {(dollar) i1 1.35 ] 0.70
Aftar-lax basic eamings per share doliar) $ 1.13 $ 0.32
Capital Adequacy

Years Ended December 31

2003 (%) 2002 (%)

Capital adequacy ratio 368.25 316,79

Taiwan Futures

Ag of December 31, 2003 and 2002, major financial ratios of Taiwan Futures were disclosed as follows:

ltems
Sharaholders' equity/
[Total liabilities - fulures
trader equity-loss on trading
sacurilies-reserve of penally)

Current assatsf
Current liabilities

Sharaholders' equity!
Minimum issued capital

Adjusted Net Capital
Guarantee deposil needead for
unsettled position

ltems
Shameholders' equity’
{Tolal liabilities - fulures
trader equity-loss an trading
sacurities-reserve of penalty)

Current assets/
Current liabilities

Shamsholders' equity!
Minimum isswed capital

Adjusted Net Capital
Guaraniege deposit needed for
unsetltled position

2003
Calculation Ratio Benchmark
534,151 -y -~
2,104 429-1, 995, 176-4, 743 i
2.459 108 191 =1
2,029,856
254151 133,54% Z60%
400,000 '
510,989
350,414 145.82% =25%
2002
Calculation Ratio Benchmark
486 088
806,400-729,836-937 5.95 =
1,154 B42 154 =1
748,065
56,088 124.02% =60%
A00,000 )
476,077
80,780 530.27% = 25%



7 Financial Statements

Method of Sharing and Amounts of Expenditure Shared among Subsidiaries
For the year ended December 31, 2003, subsidiaries, Taishin Bank, Taiwan Securities and Taishin Bills
Finance, bought infarmation system jointly for business use, and made an agreement aboul expendilure share

39. Taishin Financial's trading securities held as of December 31, 2003
(Expressed in Thousands, Except for Percentage and Shares)

|ssuer's December 31, 2003

12

which is on tha basis of individual used time. For the year ended December 31, 2003, expanditure share , : .
amount were as follows: Owner }ype and M*a = t?f Relationship sl Shares  Carryin h{‘ﬁrihet Note
: Marketable Security lo the Owner Recorded re Mg g  Value
{Units) Value
Taishin Bank $ 3,965 Taishin Bonds under agreements
Taiwan Securities 2,235 Finamcial | to resall
Taishin Bills Finance 300 Gavamment bond - Short-teem investments 268300 | § 2027
5 6,500 Traffic bond Shart-term investments 35,000 38,500
Shorl-tarm securibies under
According to Article 46 of the ROC Financial Holding Company Act, the company should disclose the credit, agreaments to resel
endorsement or the other transactions of the same person, affiliated party or enterprize. Vasun ) Shart-tem investments 70,000 B0 545
December 31, 2003 Cuoda Short-term investments 130,000 129,887
Amount of Credit  Percentage of Sing Harvest - Shart-lerm investments 10,000 5,960
Endorsement or Taishin Marbo Textile - Shart-term imvestments 40,000 35 865
Other Financial's Net . S .
. ) . Zenitron rt-term investmenits 30,000 20,963
Mame D Number Relationship Transactions Warth "
Fast Fame - Shart-lesm invesiments 30,000 20,950
Chunghwa Post Co., Lid, 03741302 The same relaled parties § 48,945,000 85.06% Sirtac i Shart-lenm invesiments 60,000 50 009
Shin Kong Life Insurance Co., Ltd, 03458902  The same refatad parlies 47,239,000 82.10% Roval Coca - Short-term investments 10,000 0 0az
Fubon Financial Holding Co., Lid. 03374805  The same related paries 19,762,000 34.35% Fouchun Ehart-term investments 30,000 20,0933
Cathay Financial Holdings Ca., Lid. 03374707 The same relaled parlies 15,124,000 26.28% Stock:
Lnited Micreelectronics Corp, 47217677 The same relatad parties B,285.000 14.40%, Taihin Bank:
KGI Sacurities Co._ Ltd., 23111915 The same refated pariies 8.086.000 14055, Common stock Parent and subsidiary = Long-term mvestments | 2.446,781,000 34,008,217 | 100.00
Mok - st 4 4
Uni-Presendent Enterprises Corp. TA281209  The same relaled parties 7,595,000 13.89% I_jre_rem Parent and m_ﬂ_ﬁw Long-term _ nis | 400,000,000 00,000 | 100.00
_ _ _ Tashin AMC Parent and subsidiary | Long-tarm rvesiments 75,000, 000 858482  100.00
Formesa Plastics Corporation Fav0aa0y  The same relatad parties 7,014,000 12,19% Taishin Marksting
Capital Securities Corp. 22958035 The same retalad paries B,479, 000 11.26% Consultant Parent and subsidiary | Long-tem i ks 100,000 1 450 | 100.00
KG Telecommunication Co.. Lid. 16085840 The same relalad padies 4,508,000 7.99% Takwvan Securites Parerl and subsidiary | Long-enm restments | 1 200.957,300 | 16,790,433 100,00
Viaterans Affairs Committee 92019880  The same related parlies 4,006,000 6.96% Taishin Bils Finance Parentand subsidiary = Long-term rvesiments | 514,000,000 | 6,598,907 | 100.00
Caontinental Engineering Carp. 33020007 The same refated parlies 3,844 D00 6.85% Taisin Venture Capital
First International Computer, Inc. 20840777  Thesame related parties 3,938,000 6.84% imvastment Co, Lid, Parert and subsidiary | Long-term ivestments | 100,000,000 99 611 100.00
Tatwan International Securities Corp. 23167781  The same related parties 3,764,000 6.54% Debt nstruments
Hontai Life Insurance Ca., Lid. 84804313 The same refated parties 3,333,000 5 79% Depository and Ivestze undercost | Long-term rwesiments | 10000000 100000 49
Core Pacific Group 01075324 The same related pariies 3,134,000 5 45% Clearing Co. Taiwan method
CarE Fextie Lt . 4 oot 5 07 000 6 30 Broadcastars Market Investee undercost | Long-term rvestments 00,000 5000 3.00
ar Eastarn Textie Lid. e sama relatad parties D75, . Research Co.. Lid thod
Union Finance & Leasing International Corp. 97169587 The same related paries 2,996,000 5.21% Subtatal $63,356,100
Eva Ainvays Carp. 23225220  The same related parties 2,771,000 4 83%
Kuo Hua Life Insurance Co., Lid. Q3380200  The same relaled parties 2,684,000 4.69%
Total 3 207,182,000
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40. Related information of investees' names, locations, etc. as of and for the year ended

December 31, 2003. 1 of 2 (Expressed in Thousands, Except for Percentage and Shares)
Ivestees’ Princinal Business Original Investment Amount Ending Balance Shares ”TJ::FS;E Ir‘EE‘ﬁEnE{?i'l
Investor Investees’ Names Location ﬁé“ vities End of Current  End of Last Shares Ownership  Book Currant of Current
' Period Period B Interest (%3)  Value Patind Parind
Taishin Financial Taishin Internatioral Bank 1FL., Mo, 44, Sac, 2, Jungshan N, Rd.,, Commercial bank busiress, trust, and bills 37,482,363 35,482 363 Emﬂ?ﬁ 100,00 34,008,217 6,166,227 5,434 807 | Subsidiary
Holding Co., Lid. Taipel, Taiarn diseeunting Prafarmad stock
400,000 000 4,000,000
Taishin Azzet Management Co. Lid. | 3F., Mo, 46, Sec. 2, Jungshan M. Rd., Cormsumpticn on delinguent loans, evaluation, TH0,000 ¥o0,000 Vo, 000,000 100.00 BB 482 74,373 113,850 | Bubsidiary
Taipei, Tawan gixction, and management
Taishir Marketing Corsultant Ltd, 11FL., Na. 300, Sec. 4, Chunghsiao E. Imsestment and enterprise opersting 2,000 2,000 100, DO 100,00 3,455 76 1,363 | Subsidiany
Rd., Taipai, Tawan consultant ard agancy
Tahwian Sacurites 1FL., Mo. 123, Sec. 2, Manjing E. Rd., Securitias brokerage, mangin landing, and 17 400,824 14,400,824 1,298,957, 390 100.00 16,790,433 1,301,200 968 686 | Subsidiary
Taipei, Talwan urdkarwriting financial products
Taishin Bills Finance 8-10F1., No. 162, Sungjiang Rd., Taipei, | Biis finance 6,371,010 6.371.010 514,000,000 100,00 6,998,207 717,662 684,360  Subsidiary
Taiwan
Taisin Verture Capital Irmsastment 12F1. Na. 46, Sec. 2, Jungshan M. Rd,, | Starting-up irvestmant 1,000,000 - 100, 000, D00 100,00 991,611 (8,389} (8,389  Subsidiary
Co, L, Taipal, Tawan
Taishin Assets Taishin ReskEstate Management 3FL, Mo, 26, Sec. 2. Jungshan M. Rd., Audit and corsulting of construction plan, 39,600 2,640,000 40.00 47 848 30,208 9,304 | Subsidiary
Management Ltd. | Ltd. Taipei, Taiwan contract witness
Cheun Chang Development Lid, 4Fl., Mo, 21, Sac. 3. Nanjing E. Rd., Management, consulting and leasa of real 27,000 - 2,700,000 45.00 26 B66 (T4t} (334} | Subsidiany
Taipeai, Tewan estate
Taishin Bank Taishin Reak-Eslate Managameant 3Fl., No. 46, Sac. 2, Jungshan M. Rd., Audit and coreulting of construction plan, 03,000 30,000 3,960,000 B0.00 60,108 30,206 13976 | Subsidiary
Co., Ld, Taipei, Talwan contract witness
Taishin Insurance Agency Co., Ltd. 6F., Mo, 23, 3ec. 1, Changan E. Rd., Life insurance agency 1,500 1,300 3,600,000 E0.00 247 855 a0 842 186,682 | Subsidiary
Taipei, Tawan
Taishir Internatioral Finance Co,, Roam 1501, 15FI, Tower |I, Admiraky Impart and export of forsign exchange, trada 127,314 127,314 20,990 700 59,95 148,793 12,975 12974 | Subsidiary
Lid. Cardre, 18 Harcourt Road, Hong Kong | financing, guaranies and acceplance
Paytasy Digial Integration Co., Ltd. | 13F1. Mo. 11, Sec. 1, Jungshan M. Rd., | Imvestment and enterprise operating 34,000 24,000 3,400,000 BE.67 60,424 40,079 26,719 Subsidiary
Taipei, Talwan consultant, information sofiware and data
processing, adveriising, intemational trade,
aoency and rebwark senices
Dah An Laasing Ca., Lid. 3F., No. 222, Sec. 2, Manjing E. Rd., Leasing and ratailing of machinery, mobils, 168,000 188,000 19,500,000 £9.00 127,717 (4,5378) (4,333}  Subsidiary
Taipei, Takwan dircraft, maring and components
An Hsin Real-Estate Management 14F, Mo, 27, Sec. 1, Anhe Rd., Taipei, | Construction consuliation, real estate 15,000 15,000 2,100,000 2000 20,874 11,983 3624 | Irvestes onowhich
Co,, Ltd, Taiwan graisement Taishin Bank has
significart influgnce
Taishir Venture Capital Ca., Lid. 10F1., Ma. 46, Sec. 2, Jungshon N Rd., | Imastment 60,000 75,000 5,000, D00 5.00 56,642 1,135 (3,358} | Irwvestes onwhich
Taipeai, Takwan Taishin Bank has
gignificart influence
Taishin Insurance | Taishin Mon-Life Insurance Agency | 6F1, MNo. 23, Sec. 1, Changan E. Rd., Mor-Life Insurance Agency 2440 2,440 439 200 oy 60 34,232 28,919 28,127 | Subsidiary
Agency Co., Lid, Co,, Ltd, Taipeai, Tawan
Taishin Insurance Brokers Co., Lid. 6F1., Mo, 23, Sac, 1, Changan E. Rd., Insursnce brokers 2,000 2,000 200,000 100,00 4,439 3,506 3506 @ Subsidiary
Taipal, Tawan
An Hsin Real-Estate. Riches Asset Management Sanvice T0F1., Ma. 97, Sec. 2, Tunhwa 5. Rd., Consumption on delinguent loans, evaluation, 5,500 9,500 200,000 =000 B, 7ar 2,340 1,287 | Bubsidiary
Management Co., | Company Taipei, Tawan guction, and management
Lid. Jsaiin Advarced Optical 2F. Mo, 28, 54 Alley, Jangjam Rd, Frecise instrument wholesale, rafiic sign 8000 9,000 200,000 2200 6,000 (1,862 13,000y | Investes onowhich An
Technokigy Sindian City Taipei Courtry, Taiwan, construction Hsin Real-Estate
Managermant Limiad has
significant infiluence
Taishin Venture HD. Strateqgic Fartner Cao. P.0. Box 957, Offishore Incorporations | Investment 76,201 76,201 4 620,000 3093 76,201 - - | Investes on which Taishin
Capital Co., Lid. Centre, Road Town, Tortola, British Wentune Capital has
Virgin Islands significant infuence
Taiwan Securiies | Anew Holdings Lid. P.0. Bax 957, Offshore Incorporations | Management of the evarseas imastment 457,351 457,351 14,114,681 100.00 615,365 105,027 105,027 | Subsidiary
Co., Ltd. Centre, Road Town, Tortola, British business
Wirgin |slands
Tamwan Futures Co,, Ltd, 2F., Mo, 123, Sec. 2, Manjing E. Rd., Brokers of fulures transactions 339,350 358,950 35,595,000 589,95 480 655 385,063 .252 | Bubsidiary
Taipei
Tahwan Sacurilas Invesiment 6Fl., Mo, 123, Sec. 2, Manjing E. Rd., Securtks imestment consulant and 335270 335 183 2T 358115 =118 363477 5585 5361 | Subsidiary
Addvisory Ca., Lid, Talpai pubdicatiors of fmsast meni
Shin Ze AMC 4F1., Mo. 100, Sec. 3, Minsheng E.Rd., | Consumption on delinguert loans, evaluation, 25,500 2,550,000 51.00 73,710 05,124 48,210  Subsidiary
Song Shan Dis,, Taipe, Tawan aipction, and management. Management on
Anew Holdings Ltd. | Tai Chen (BVT) Ca,, Lid. Omar Hocge Building, Wickbams Cay | late posting payment, investment, busiress
1, PO Box 362, Road Town, Torala, menagement consulant
British Virgin slands Urdarwribars ard bisiness acvisory LIS0A 0,000 SOHa,000 LS00, 000 100,00 68,257 - - | Bubsidiary
Tamwan Securties (Hong Kong) Co., | Hong Kong Brokers, underwriters, and invesiment HED0E,600 HRDET 900 HED0E, 600 100.00 544 B50 - - | Subsidiary
fcd. consultart
Taiwen Securities (Hong Kong) Co, | Hong Kong Trust agent business - - 3 100,00 - - - Subsidiany

Lid. Mornimee e

Mot Anew Holdings Lo 's gain {loss) on insestment contsing the gain Joss) on investrment of Tal Chen (BYID) Co., Lid. and Taiwan Secunties {Hong Kong) Co., Lid.



Taishin Holdings

We think beyond the limitations,
and take a multifaceted approach in assessing

a variety of new paths.
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I. Organization Chart of Taishin Financial Holding Co., Ltd.
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1. Statement of Internal Controls

Internal Controls

Taishin Financial Holding Co., Ltd.
Statement of Internal Controls

Taishin Financial Holding Co., Ltd. carmied out a self-investigation of its internal control system for the perod of Jan. 1, 2003
through Dec. 31, 2003, and the results were as follows:

1.The Company fully realizes that the establishment, implementaton, and maintenance of a system of intemal controls are the
responsibility of its Board of Directors and its managers, and such a systermn has in fact been established, The goal of this
svstem is to provide reasonable assurance of the achievement of targets in the areas of operating effectiveness and efficiency
(including profits, performance, and the protection of asset security), the reliability of financial reports, and compliance with
relevant laws,

2.4 systam of intermal controls has inherant limitations; and however comprehensive its planning may be, an effective internal
conirol sysiem can provide only reasonable assurance that the three targets listed above will be achieved. Furthermore, the
effectvanass of an intermal contral syslem may change along with changes in the environment or alher conditions. The
Comparny's internal control system contains a self-manitoring mechanism, howewver, and action is taken o rectify deficiencies as
soon as they are identified.

3. The Compary judges the eflectivenass of the design and implementation of its inlemal control system in accordance with the
stipulations of the internal contral judgment iterms contained in the Regulations for the Establishment of Internal Control Systems

by Public Companies (hereinafter “the Regulations” ) promulgated by the Securities and Futures Commission of the Ministry of

Finance. The internal control judgment items contained in the Regulations divide intemal controls into five consfituent elements
according to the management control process: (1) the contrel environment, (2] evaluation of nsk, {3) control operations, {£)
inforrmation and communication, and {5) monitoring, Each of these constituant items itself containg a number of items. For
details regarding these items, please refer to tha stipulations in the Regulations.

4. The Company uses the intemal control judgment items listed abowve to evaluate the effectiveness of the design and
implementation of its internal control system.

5.Bazed on the results of the evaluation described in the previous paragraph, the Company feels that during the period given
above its internal control system (including the monitoring of its subsidiaries), including the effectiveness and efficiency of
operations, the raliability of financial reporting, and compliance with related laws, were effective and able to assure the
achievernent of the above-described targets,

6.Thiz Statement will becomea a major coantent of the Company's Annual Report and public announcemeants, and will be made
public. Any falsehood, omission, or other illegality will incur legal responsibility under Ardicles 20, 32, 171, and 174 of the
Securties and Exchange Law,

7. Thie Statement was passed by the Board of Directors of the Company on Apr. 1, 2004, with no dissenting opinions among the
six directors present. The contents of the Statement were therefore unanimously approved .

i ey THD

President, Taishin Financial Helding Co., Lid.

e

Chairman, Taishin Financial Holding Co., Lid.
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