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he world economy advanced on the road to expecting

recovery in the year 2002, but under the clouds of war

between the U.S. and Iraq as well as the blows from
numerous accounting scandals among famous US
enterprises, the force of the rebound was far from
expected. These factors led to a deceleration of the pace of
expansion of three largest economies, United States, Japan
and European Union, in the world and simultaneously
reduced the country's exports to those areas.Nevertheless,
the Mainland China economy maintained a rapid pace of
growth and due to the progressively tight cross-strait
economy interaction, jumped to become our country's
largest single export market. After accession to WTO,
cross-strait economic development will continue to

influence the performance of Taiwan's industrial economy.

In Taiwan, the year 2002 marked the year of initiation
for the mode of financial holding companies as well as the
beginning of a new era for E.Sun. on January 28, 2002, E.
Sun Financial Holding Co was born and established an
integrated organization structure which included Business
Development division, Business Administration Division,
Information Technology Division and E.Sun Research
Institute in order to improve overall operational efficiency
and pursue greater value. Through the new ESFHC, the
E.Sun financial enterprise family will enhance economies
of scope, establish cross-selling mechanisms, pursue cross-
sector integrated development. In addition, the new
ESFHC immediately initiated the "E.Sun Club" for elite
financial management with its own packages of financial
products to provide clients with the finest quality in one-
stop financial management services.

At present, ESB already has 57 service units at home
and abroad that constitute a tightly-knit network of
professional financial services. After the establishment of
an offshore branch in Los Angeles, our Hong Kong branch
began operations in May 2002 and will play a beneficial
role in our positioning and development in global markets
as well as the Hong Kong-PRC-Taiwan triangle. In
addition, our Offshore Banking Unit (OBU) and our Hong
Kong branch separately received permission to engage in
cross-strait financial business operations with banks in
Mainland China. Meanwhile, ESB entered the RTGS (Real
Time Clearance System) to become the first bank to be
granted a limited license.
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Mr. Yung-Jen Huang (our Chairman) and Mr. Yung-Hsung Hou (our

President) shall lead E.Sun to a prosperous future.

EEEEHETHE 2002 F K M7 K ek H
22578 L MMERBEL.691E L HEFE
EZEANFIEIIEEL  BREEHREN S
WI25fm >  BRFH# FEE2IOCE F B A
WETz WA Ebh28.6fE 0 BEBEEEAE
105% » HEBEAHFeod > @it
WEEREE  RERRERS > WEBEFZNLZ
B 12 A RIRTOEE Tk BT
TEEL38% - (HABTFERERZKIOSY% > &
HEETREELE243% B 2B @ FERT
&k BEFRR  REMEFRI6.74F T >
MERBEEIS.IIEL ERHEIAREERTZ
BN EE2FHEAEUEEERUHRRE
WEEFAREE BERXEBENERE -

H-AmEH LR EORHENE !

# 35 R

Regarding brand and corporate image, after receiving
a ““National Quality Award™ in 2001, ESB chairman
Yung-Jen Huang also was honored with a "National
Quality Award" for individual achievement in 2002. The
honor stands with our bank dually with our product
development and market innovation. Under our
government's approval, our bank has established the
following business, namely, "real estate trust business,
"USD-NTD FX option," "margin trading," "FX principle-
guaranteed structure notes," "authorized treasury bonds
dealer". ESB also received approval from the Tourism
Bureau as one of the first five banks to be licensed to
issue" Citizen Tourism Cards" as demonstration of
development passion.

Regarding major business results, by the end of 2002,
ESB had amassed NT$225.7 billion in deposits and
NT$169.1 billion in loans. During 2002, ESB accepted
the equivalent of US$11.6 billion in foreign exchange
transactions and NT$12.5 billion in trust assets and had
issued 2.16 million credit cards. The amount of earning
before tax and before written-off is NT$ 2.86 billion,
lead with the operation growth rate of 105%, in lieu of
the government financial reform. In so enabling the
financial structure of the operation standard vividly
durable, more globally acknowledged, linking with the
international-standardized policies, thereof, after the
written-off over the bad loan of 7.6 billion, the NPL ratio
has dropped to 1.38%, jointly estimated with of 1.05%,
surveillance loans. The broad base NPL ratio is 2.43%,
which is the lowest ratio in Taiwan. Earning before
provision is 4.674 billion, and the net loss is NT$ 3.511
billion, but this transformation improved our earning
capability, and it leads to a prosperous future for E.Sun
Financial Holding Company. We will maintained our
direction of balanced and sound growth and professional
and quality development.

Again, may we express our deep gratitude and
appreciation for your continued support.

R
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Yung-Jen Huang Yung-Hsiung Hou

Chairman of the Board President
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Striving for perfection is the only path, to success.
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Our commitment to lasting integrity of our reputation and quality value.
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.Sun Bank (ESB) originated in 1989 when our
current Chairman Mr. Yung-Jen Huang brought
together a group of financial professionals
determined to "manage a first-class professional bank."
ESB began operations February 21, 1992 as one of the
first cohort of private banks to be founded after our
government implemented its policy of liberalization of
the financial market. Ten years later, in the wake of the
promulgation of the Statute on the Formation of
Financial Holding Companies, the E.Sun Financial
Holding Company was born on January 28, 2002. Its
establishment marked a new era for ESB and combined
the strength of the E.Sun group of financial enterprises
to provide comprehensive quality services to our clients.
E.Sun Bank is named after Yushan (Jade Mountain),
which is Taiwan's highest and most beautiful peak. ESB,
the E.Sun group and E.Sun Financial Holding Co. offer
our clients a fresh and professional image, upright and
sound management, cordial and sophisticated service
and pragmatic enterprise responsibility. ESB particularly
emphasizes cultivation of professional financial staff,
development of a strong capability in information
technology and melding and realization of a
"reality,capability and responsibility""teamwork,
harmony and happiness" leadership, excellence and
honer and "contentment appreciation and gratitude"
corporate culture as the foundations for a sustainable
enterprise.
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Continuous improvement is the key to perfection.
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Continuous expansion to extend our outstanding services.



Strong Cooperation To Enrich Commitment

ESB's expert navigators and elite team with
execution have build a professionally business
organization with outstanding management and
distinctive character. ESB chairman Yung-Jen
Huang, who previously held posts as vice president
at the Hua Nan Commercial Bank, section chief of
the Taiwan Provincial Government's Department of
Finance and director of the Community Banking
Institute, possesses rich professional experience in
banking practice and theory and maps out and leads
ESB to realize a visionary business blueprint. In
2001, Chairman Huang received the K. T. Lee
Management Award, Taiwan's highest honor in
management studies, and last year was the unique
honor in financial industry to receive a National
Quality Award of individual for his excellence in
management practices.

The principle of E.Sun Bank's management is
solely based on our such belief: "Successful
achievement is built from the team-work spirit
rather than the individual accomplishment." Such a
principle is always the key moral of our bank,
enriching our daily goal, inasmuch to realize our
tradition, to accumulate our intellectual asset, thus,
shall our bank continue to strive the high ladder in
all forthcoming years.

From Good to Great

On the developing way of E.Sun, E.Sun bank
moves forward and cooperates with other sub-
companies to improve overall operational efficiency
and pursue greater value, expand economies of
scope, establish cross-selling mechanisms and
pursue cross-sector integrated development to
provide customers with the finest quality in
financial management services and display
corporate new appearance.

On the way to pursue growth of economic scope,
ESB has emphasized the concept of marching from
good to great. Meanwhile, upholding its core values,
E.Sun shall reach the desired quality service by our
disciplined staffs throughout all levels. Thus, our
in-depth foundation under such a disciplined
principle shall make our goal and ideals for better
customer satisfaction.
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Everlasting memories of our evening of arts.
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We stride forward to build an everlasting entity.
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Let prosperity and success forever be with E.Sun.
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Organization Chart
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Directors and Supervisors
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ESB's staff of bold and visionary professional decision-makers.
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Directors and supervisors appointed by E.SUN Financial Holding Company.
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Directors and Supervisors

Chairman of the Board

Managing Directors

Directors

Administrative Supervisor

Supervisors

Note : Directors and supervisors are appointed by E.SUN Financial Holding Company.

Yung-Jden Huang

Tai-Chi Lee
Jackson Mai
Shun-Yu Chung

Chiu-Hsiung Huang
Wu-Lin Duh
Chun-Hsiung Huang
Wei-Hsien Yu
Cheng-Tsung Lee
Ming-Fu Hung

Charles C.Yuan

Chuan-Hsing Huang

Earle Ho
Yung-Hsiung Hou

Chia-Chung Chen
Chao-Tsai Lin
Cheng-Pin Lee
Tsung-Ming Lee
Yung-Hui Chang
Tung-Long Kuo

Yuh-Ming Hou
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Executive Officers
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Creating excellent results and forging an entrepreneurial style is the route to success.
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Executive Officers

Yung- Hsiung Hou

President

Wu-Lin Duh
Deputy President

Cheng-Hsiung Chen

General Auditor, Auditing Division

C.S. Huang
Executive Vice President,
Individual Banking Division

Tung-long Kuo
Senior Vice President,
Corporate Banking Division

Magi Chen
Executive Vice President,
International Banking Division,

Tsung-Ping Wong
G.M. Trust Division

Suka Chen

Executive Vice President, e-Banking Division

Ben Chen

Executive Vice President,
Credit Card Division

Chung-Chen Sun
G.M. Head Credit Review & Management Division

Yvonne H. Yang
Senior Vice President,
Chief Information Officer

Jih-Hsiung Tseng

G.M. Information System Division

Scott Jou
Executive Vice President,
Administration Division & Legal Division

J.C. Wang

G.M. Human Resources Division

Kuan-Her Wu

Executive Vice President,
Accounting Division

J.K Huang

G.M.Head office-Business Division

Joseph Sheu

G .M. Treasury Division division
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Human Resources
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The well basis spring of our knowledge is our able and committed staff.
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uman talent is the most important resource for any

enterprise and the cultivation of professional

talent to provide the best service is ESB's
responsibility. In the past 11 years, the ESB has
devoted the greatest attention to recruiting and
cultivating our staff and enhancing their professional
quality to cultivate the strength for us to realize our
long-term vision. ESB is the key member of the E.Sun
Financial Holding Co. For this new era, our human
resources needs will transcend individual sectors or
products. We will stress developing interface between
knowledge management and, under the framework of a
macro human resources plan, adopt life-long learning
methods to gradually cultivate a core of new human
with broad

comprehensive and outstanding professional abilities to

talent cross-sector vision and
meet the long term development needs of our financial
family and unceasingly stimulate the growth of new
human resource values. Besides implementing an elite
training program, ESB places even greater importance
on instilling into our new employees a deep sense of
personal integrity so that we can create a team with an
extraordinary "emotional quotient" from ordinary

people.
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Growth prevails from our shared knowledge.

ESB firmly believes that a high degree of customer
satisfaction can only be achieved by satisfied
employees and thus ask all of our associates to always
put forward their best efforts to learn and improve
themselves and fulfill their responsibilities to
themselves, their bank and their society. ESB
associates are pleased with their professional
contribution and enjoy their lives; they appreciate the
honor of being ESB associates and cherish working as
one to build ESB's enterprise.

In 2002, we hired 210 new recruits to meet the
needs incurred by the growth of our operations and
the addition of new branches and thus had a total of
1,668 employees with an average of 30.2 years of age
by the end of the year . Our staff possesses excellent
potential to acquire new knowledge and professional
abilities as 9.62% held master's degrees, 50.27% were
graduates of universities and 36.59% had graduated
from technical colleges.

To maintain our professional level and meet the
new requirements imposed by our strategic
development plans for our new financial holding
company and the rest of our financial enterprise
family, ESB promotes continuous staff education and
training with frequent courses on new financial
knowledge and skills, new management concepts,
new aspects of customer service and cases studies of
credit experiences. In 2002, ESB conducted 113 in-
house training sessions and dispatched staffs to take
part in 157 outside training programs for a total of
7,268 person-times, 2,034 person-times more than
2001, for an average of 4.36 training sessions for
each employee.
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he year 2002 witnessed relatively fiery change in
Tdomestic financial environment. ESB manifested the

strengths of its sound management, excellent brand
name and balanced development and, in response to the
formation of the E.Sun Financial Holding Co, integrated
three core process, employees, strategies and operation to
expand the breadth and depth of its services. In the
current year, ESB will continue to follow its fundamental
management principles of putting top priority on security
and liquidity and carefully expanding our operations
while stressing in tandem business expansion and risk
management. We will pay close attention simultaneously
to comprehensive and forward-looking development,
strengthening operating quality and enhancing motivation
to growth. The current situation in the key aspects of our
business operations is described below.
(1) Deposits

By December 31, 2002, ESB had accumulated
NT$225.689 billion in ordinary deposits, an increase of
NT$704 million over 2001 and 102.59% of our original
target.

In terms of structure, demand deposits rose 23.32% to
NT$73.935 billion last year or 32.76% of total deposits,
while time deposits amounted to NT$151.754 billion or
67.24% of total deposits.

In terms of type, checking and demand deposits
combined totaled NT$26.653 billion; demand savings
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deposits amounted to NT$47.282 billion; time deposits
reached NT$74.864 billion; and time saving deposits
amounted to NT$76.89 billion. Our overall deposit
structure was superior to that of the previous year. In
sum, deposits continued to grow steadily thanks to ESB's
excellent corporate image and correct business strategy.
(2) Loans and Credit

In light of our bank's consistent adoption of sound and
stable business principles and upright management, ESB
exercised careful selection of clients with upright
management and fine credit ratings and, in compliance
with the financial reform measures of government,
actively moved to deal with non performing loans to
improve asset quality; As of December 31, 2002, ESB
had extended NT$169.074 billion in ordinary loans, a
decline of NT$6.129 billion, or 99.16% of the original
business target. With the addition of NT$1.222 billion in
export and import negotiation, NT$4.912 billion in
guarantees and NT$341 million in acceptances, ESB's
overall loan and credit volume last year reached
NT$175.449 billion.

In terms of tenor, short-term loans accounted for
NT$48.637 billion, or 28.77% of the total, while
medium-and long-term loans amounted to NT$120.437
billion or 71.23%. Secured loans totalled NT$92.838
billion or 54.91%, while unsecured loans accounted for
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In terms of borrower type, loans to corporate clients in
the manufacturing, construction, commercial and service
industries comprised 43% or NT$73.428 billion, while
loans to individuals or others amounted to NT$95.646
billion or 57%.
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service upon the government-sponsored home mortgage
program, in assistance over labor force's application
towards home-improvement mortgage, and their desired
purchasing with the home-mortgage, provided with
MLEs corporate financing. This shall enrich the SMEs
corporate financing activity and personal unsecured
loan, thereby, enriching our bank's quality business
service.

(3) Foreign exchange

In 2002, ESB began to offer multi-currency deposit
accounts that integrated foreign exchange demand
deposits and time deposits and provided mortgage
functions, foreign exchange e-banking services and
added "intrabank foreign currency transfers". Moreover,
each business unit also began to offer Euro-denominated
currency and travel checks to offer a more
comprehensive set of foreign exchange options to
customers. Hong Kong branch joined the interbank
RTGS real-time clearing system in December 2002 and
became the first limited license bank to be allowed to
participate.

In terms of cross-strait finance, ESB's Hong Kong
branch and our offshore banking unit (OBU) both
received permission from the MoF to engage in financial
operations with banks in the PRC and not only
established remittance relationships with the four largest
PRC banks but also set up remittance relationships with
a total of 19 financial institutions in the PRC and more
than 720 locations for remittance links (SWIFT) to
provide our customers with more convenient cross-strait
finance services.

In Year 2002, ESB also added more authorized
foreign exchange branches that can buy and sell foreign
currencies in cash or travelers check and increased the
number of overseas correspondent banks to 2,208 so as to
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build an even more complete global network of financial
services.

In terms of the expansion of foreign exchange business,
the amount of foreign exchange bought or sold by ESB in
import and export financing and remittances reached
US$11.6 billion last year, up 33% percent from 2001.

(4) Trust Business

ESB's trust division currently focuses on accepting
investments in domestic and offshore mutual funds
through designated channels, acting as a guarantor bank
for qualified foreign institutional investors or domestic
securities investment firms, offering custodial services
for managing trust funds, handling employee trust
(savings) funds, underwriting stock and bond initial
offerings and providing consultant services and custodial
services.

In terms of new trust businesses, ESB has filed
applications to handle monetary insurance trust services
and real estate mortgage trust services. ESB has also
continued R&D on securities trusts, cash liabilities and
trusts of other secured liabilities, acting as a trust
supervisor as mandated by the trust law, financial asset
securitizations, jointly managed utilization of trust funds,
mutual trust funds, real estate asset securitizations.

As of December 31, 2002, ESB's trust division had
accepted NT$12.468 billion in funds, an increase of
NT$1.964 billion over 2001. The value of custodial
assets increased by NT$26.322 billion to NT$79.306
billion.

(5) Investments

As of December 31, 2002, ESB had invested a total of
NT$4.755 billion in various other enterprises. These
included 99% shareholding of E. Sun Leasing Corp, 45%
shareholding in E. Sun Securities Investment Trust Co
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Ltd, 79% shareholding in E. Sun Insurance Agency
Corp, 12.5% shareholding in E. Sun Financial Holding
Co, 2.56% in Fubon Securities Finance Co. Ltd, 0.4%
share of the Taipei Foreign Exchange Brokerage Co
Ltd, 0.45% share in the Taiwan International Mercantile
Exchange Corp, 1.14% in the Financial Information
Services Co, 0.6% in the Taiwan Asset Management
Company, 3.3% in the Taiwan Financial Asset Services
Co, 5% in the Bankpro E-service Technology Co, 4.9%
in the PTA Venture Fund Ltd, 4.67% shareholding in
the Apex Venture Capital Corp, 4.99% in the National
Venture Capital Co. Besides the E.Sun Financial
Holding Co, none of the companies listed above hold
any shares in ESB.

(6) Credit Card Business

As of December 31, 2002, ESB had issued 2.16
million credit cards, up 65% from the previous year.
Accumulated transaction volume expanded by 42% to
NT$37 billion.

In response to our government's plan to develop
tourism, ESB received the honor of becoming one of
the first five banks to be licensed by the Tourism
Bureau to issue "Citizen Tourism Cards" and has
received affirmation and signed cooperative agreements
with nearly 50 central and local government institutions
including nearly 120,000 civil servants. In addition,
ESB has been selected as one of the banks allowed to
issue "government procurement cards". Meanwhile,
E.Sun also issued the first national "For Teachers
Platinum Card" to promote the virtue for respect to
teachers.

In terms of R&D, besides issuing Co-brand credit
cards, E.Sun also created a two-in-one credit card. ESB
will also engage in cross-sector cooperation with many
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department stores, retail stores and chain stores to offer
a wide variety of incentive programs.
(7) Agency Services

ESB's agency services include collection for public
taxes, acceptance of payment for public utility bills,
stock purchases, issuance of salaries to employees and
dividend issuances through automatic channels. In
addition, ESB has developed its own "
collection"services, including service as an agency for
collection of student tuition and fees, management fees,
capital injection payments. Through the FEDI system,
ESB also plays as an agency for payment on behalf of
enterprises. In addition, ESB is one of a small number
of banks that is allowed to act as an agency for the
central bank for National Treasury transactions.

(8) e-Commerce and e-Transaction services

ESB focused its e-commerce business on e-Payment
and e-Channel services. In terms of e-Payment, ESB
moved to cooperate with the government's plan to
foster 2 trillion,2 star industries and the e-Taiwan plan
by actively developing services for small amount
transfer tools, develop the new market for "cash storage
cards", promote "e-Coin" products.) and integrate
existing B2C (business to customer) cash flow
mechanisms.

In terms of e-Channel operations, ESB aims to
provide customers with more personalized and user-
friendly functions and operating in areas such as
providing information, transactions and financial
management, asset and liability management and other

e-

basic and advanced service functions. At the same time,
ESB will offer all services with all of the members of
the E.Sun family of financial enterprises, including
securities, mutual funds and other account data. ESB
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will also offer various types of sales activities to
encourage customer use. These programs will lift e-
banking beyond the concept of lowering bank
operating costs but even more importantly create a
““win-win®" situation for both customers and the
bank through a strategy of adding value that can
satisfy the needs of the increasingly digital life-style
of customers and their financial management
requirements.
(9) Business Performance

By 2002, the net income before provision of
E.Sun Bank is NT$ 4.674 billion. Our amount of the
earning before tax and written-off over the bad debt
remained 2.86 billion,
achievement growth ratio of 105%, in so matching

led with operation

with our government's financial reform, and effort
to becoming globally standardized. In December,
2002, the amout of write-off came to 7.6 billion,
NPL ratio dropped to 1.38%, estimated with
surveillance loan of 1.05%, jointly with past-due
ratio of 2.43%, knowingly as the lowest ratio
amongst all commercial banks in Taiwan. Our net
income loss after tax turned NT$ 3.511 billion,
followed with the significant increase over our
profit earning ability.

Total revenues amounted to NT$14.342 billion,
of which interest income comprised 84%, earnings
from the purchase and sales of bills accounted for
7% and other income sources 9%. Total
expenditures reached NT$19.082 billion, of which
interest payments comprised 29%, operational
expenses 17%, management fees 2% and various
types of provision 52%.
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TERBEWESE-
The rays of the rising sun bring hope for a new day.

EEETER
EHREAREEREETE A20028
BEEZFHPFEET WELEZEME-E®FH
BN EE EEREMNNDELHOEE  E -
H -BE= EBEBAESAEE  HFEEBR
BTHREHZSHENED > RRTELBE
EREEEE WELSELHOBEES DB
AEREFAHOME > MAEMIWTOHE B
B MEMNELEZEELT  HELZLGEBEKE
EEHKRE -
EEMAEAE > EEFedE 11 RXHARKF
B RERTIASFTEREHA RS HAE - B
FHRFREAELEEMEANESE B  8F
ELZFBEI4ERE > SENEBFEE LK
B> EBTR{THRELBESEE AR RHES
BEHMNEERRE®RNH D -
TEAELAE > 2002F R EREH
o ARETSHEX BARGBAERER - £
HRGHENEMBBERE2.2% » 8 &
2001 E B > HEEMEES % L EHFETK
o ERFERREEMEETERBIRST -

Overall Economic Conditions

The world economy advanced on the road to
expecting recovery in the year 2002, but under the
clouds of war between the U.S. and Iraq as well as the
blows from numerous accounting scandals among
famous US enterprises, the force of the rebound was far
from expected. These factors led to a deceleration of the
pace of expansion of three largest economies, United
States, Japan and European Union, in the world and
simultaneously reduced the country's exports to those
areas.

In terms of financial market, Our central bank
followed suit after the 11 reductions of prime interest
rates by the U.S. Federal Reserve Bank with reductions
in its own discount rate, interest rate on
accommodations for secured loans and short-term
financing rates by 0.25 percentage points each time.
Over the space of two years, each of these rates was
pushed down to historically low levels. Central bank has
maintained an expansionary monetary policy in hopes of
stimulating the weak economy.

In terms of domestic demand, private consumption
was weakened due to the poor conditions in the
employment market and the slowdown in growth of per
capita income. The DGBAS estimated inflation-adjusted
expansion in private consumption expenditures at 2.2%.
Although this figure was higher than growth in 2001, it
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was still far below the usual level of over five percent, a
sign that our country's private consumption behavior is
becoming more conservative.

As the degree of economic recovery last year was
less than anticipated, companies delayed expansion or
investment plans. Although the government continued
to implement major infrastructure construction projects,
the drive behind overall capital investment remained
weak. The DGBAS estimated last year's real growth in
private capital investment at -0.3% and recent surveys
of corporate expectations for economic conditions
conducted by the Council for Economic Planning and
Development show that companies remain pessimistic.

Due to the passive economic situation, per
commodity price is concerned, the consumer's spending
has remained gradually conservative, therefore,
resulting with low demand over supplies. The pricing
competition turned high. The CPI of 2002 increased
significantly comparatively with that of 2001. The oil
price reached unprecedentedly high. The WPI of 2002
has also grown significantly to 4.7% comparing to 2001.

Future Prospects

The Taiwan economy faces numerous uncertainties in
2003. First concerns the international economy as the
war between the U.S. and Iraq, the threat of terrorism,
rises in crude oil prices are uncertain variables that will
affect prospects for global economic recovery and
financial markets. Moreover, all of the major industrial
countries face problems of structural adjustments. In the
wake of 10 years of prosperity in informatics and
telecommunications industries, the need to adjust from
the bubble caused by excessive investment will continue
to drag down the pace of the global economic recovery.

In addition, Taiwan will enter the decisive period in
the run-up to the March 2004 presidential elections
during the latter half of 2003. The question of who will
emerge the victory in the competition between the
ruling and opposition parties will be another variable
affecting the already weak economy.

In general terms, although the domestic economy
will be constrained by numerous unfavorable factors,
however, if the trade sector can anticipate continued
strong expansion and with the addition of the stimulus
to domestic demand from the implementation of an
expansionary fiscal policy by the government, the
economy as a whole should be able to maintain a
moderate pace of recovery without other concern.
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Miscellaneous

(1)Environmental protection expenditures: Omitted

(2)Labor-Management Agreements: None

(3)Important contracts: Omitted

(4)Stock, financial debentures, corporate bonds and
offshore issuance of corporate bonds. ESB has issued
1,817,500,000 common stock with paid-in capital of
NT$18.175 billion: NT$10 billion sold in financial
debentures, of which ordinary financial debentures
comprised NT$5 billion and subordinate financial
bonds amounted to NT$5 billion: ESB has not issued
any prefered stock shares, corporate bonds or
offshore deposit certificates.

(5)Cash capital injection or incomplete plans to raise
capital: None

(6)Lawsuits: Besides taking necessary legal action to
speed collection of non-performing loans, ESB has
no other legal actions outstanding.

(7)Major imperfect cases and those against the law and
imposed punishment in the past two years - None

(8)Special Items
1. Material on related enterprises.
(1).Consolidated Business Report on Related

Enterprises
(a) Chart of related enterprises

ElemEEERmERLE
E.SUN FINANCIAL HOLDING CO.,LTD
[
[100% [ 1009 [100% |100 %
E (LR 53 2R (7 PRAAE] ‘ E LR T R R IR AT R & R R A IRAE] E B K& B i IR ]
E.SUN BILLS FINANCE CORP. E.SUN COMMERCIAL BANK, LTD. | | ESUN SECURITIES CORP. | | ESUN VENTURE CAPITAL CO.LTD
\
[79% | 98.99% 45%
ERECE AR EHFEIRLE T (L & 8 7 A iR RIS ST EHER TR
E.SUN INSURANCE AGENT CO., LTD E.SUN LEASING CORP. E.SUN SECURITIES INVESTMENT TRUST CO.,LTD

b ZHMFEEEREH

(b) Basic Material on Related Enterprises

BT ST T UnitNT$1,000

i3 & % Enterprises Eﬁﬁi?h%?j # i Address Paid-in Capital T EEHNEEHE  Business products
ENERER BLET | 2002128 HiLHRSE -7 24700000 | SERSHETELSTE
CO.LTD No. 77, Section 1, Wuchang St., Taipei
EIUFEERM (B OF | 995.10.12 BALTEME —BS18SE23 4265000 | BEFZEC - B - B - R RE - AEEFEE -
E.SUN BILLS FINA NCE CO..LTD 5F-3 No.51, Section 2, Keelung Rd., Taipei
ELFEEE () AF | 200011020 SICAERLEIT8H2E s
E.SUN SECURITIES CORP. 2F,No.178 Fuhsing NRd., Taipei ST s - MR R L
EHEE (88 2F 1997.10.00| BACATTAEFEE — 339954 1% 198,000 | SHEEBIHES - EHFEMERAERS X i
E.SUN LEASING CORP. 9971 4F No.339, Sec. 1, Tunhwa S. Rd., Taipei Agency for purchase and sales and leasing of various machinery
EI{RBE REEA (1) AF] 1999.12.15 | GEALFHE B — 64500 1% 16.200 A SRR R
ESUNINSURANCE AGENT CO., LD, e 9F, No. 64, Sec. 1, Wuchang St., Taipei ' Personal insurance agency
E B S IR ST | 001 97| I ATEE FHIEESS 548 18 300000  FEREAEFEEESHES
EﬁgsblTS(ngUﬁTIEIES INVESTMENT 8F, No.85, Yenping S. Rd., Taipei, : Raising and using the securities investment trust fund

c. Y B I L BRI 24k 7 -

I -
L

25|

(c) Designated controlling or subordinate enterprises: None



d. ZUETREEAFREEFBESE CE2EE0E: RITED -HE2HE - AGFBAEEE BER
ERAFLEEHRESR REFERE - EHALENAIREULE L, EERTFBEEH6E -
The business areas of E.Sun Bank and its related enterprises include: banking, leasing, personal insurance
agency, raising and utilization of securities investments and trust funds and ordinary investment operations.
Each enterprise is an independent corporate entity and each is responsible for its own scope of business.

e BEIMAREE - BEFE ARSEHEEH -

(e)Basic material on the directors and supervisors of each
related enterprise.

{7 - F B : % Unit:per 1000 share; %

i H &t Stockholdin;
it % & 1 Enterprises # 4§ Position wE& St % A Name and Representing Firm =
Fi 8 Stocks | {=% t:f7 percentage
HEES  Chairman | g Yung-Jen Huang 7,238 0.293
BERWEHE Dircctor | Mk J B Iy S & (438 A FR Al Yung-Hsiung Hou 5,238 0212
L] Director B 5, B 15 BuAe 191 TR 20 BTG 3] AL AENERE: Shun-Yu Chung 128,435 5.200
== Director | i i 9 B IR 457 R A, 9 bk Chiu-Hsung Huang 26,479 1.072
== Director | 21 fili% & B4R IR 2571 % A SFHH Tai-Chi Lee 8.183 0.331
EES%-J;%%%%N@%)LQEI Ez Director | 7 SRS A8 {51 1R 4 FT% 28 A B &R Jackson Mai 27,191 1.101
A Al Al Direct = P
HOLDING COMPANY.CO, LTD, | R 5920, 0240
EL Director | 7 4% & % (R Bl 44 &R 45 FIC 8 b == Cheng-Tsung Lee = s
S Director 18 ook 1B AR 41 IR 4] 9.053 0.367
== Director | |I[981% & A8 1775 IR 7] 4,584 0.186
&= Director IS T R E IR AE @A (R B Yuh-Ming Ho 11,168 0.452
] Director HragEt Chou-Tsai Lin 19,162 0.776
== Director | & it & R (R 457 R A, TR ANE Yung-Hui Chang 97,826 3.961
Bzt A Supervisor | 27 2145 & IHa HIRA T NE A H2® Chuan-Hsing Huang 8.491 0.344
A Supervisor | grEzed 2 f R IR AF (R BA SR Chu-Tai Yuan 2,634 0.107
B A Supervisor | 4 |15 5 5 FRs A1 4% 4 48 R Yu-Chen Yang 3,663 0.147
E=E Chairman E &Rk (A3 s Fes A 3=Fs | E.Sun Financial S.C. Shue
FEHMAA Director EISFER (M) SEHREA Holding Company C.H.SuTC.
. | m=  Director | %y HIe (6%) AR A BRI Shang-Chi Gong
EIIEHER (1) BE : P = 426,500 100
E.SUN BILLS FINANCE CORP. | &5 Dfrector EwRER (83) AFIRFEL BEE T.C. Wu
E= Director E-SREER (F8) aliF& A BiER S.H. Chen
B A Supervisor | E|I&RUEEAS (AZ) SFEIRE AL F BN Nan-Chou Uahng
Beaw A Supervisor | T\ BHERS (83) SEINEA BES Yu-Chen Yang
BT A Supervisor | EI-SREEER (§F) LFHREA FER C.C. Huang
R o | ==& Chairman | EmRaEly () SEIRCEA ERE | ESun Financial Fei-Long Tsai 306,000 100
EFF&#EF () 8F  | g Director EIHRERG () SFHREA EE® | Holding Company Mang-Han Shih
FNSV%IETS&%%HTIE[SJST E= Director ESRER (8] SEREA B Peter John Huang
CO.,LTD = Director EIEBREERR (R) RAEfEA EEK J.C. Wang
Bt A Supervisor | E IR (8F) SFTHRH A TR0 Ching-Long Wang
==s Chairman | T |U-2FaEse (1) ST A EALE Yung-Hsung Hou
5 - i = =4 ’ .
R (1) 7 (Do rend Diecor | FUISEER 8) BAREL KEM g, bl Nan-Chou Huang
ESUN VENTURE CAPITAL (=3 Dircctor | : A Holding Company Suka Chen 100,000 100
CO.LTD. = Director ESRIFER (B3) AFREA KERE Liang-Yuan Shy
== Director ERFEEE () AFNEA HIES Tien-Ying Huang
B2 A Supervisor | E\UZRaiEr () SAEREA SEMD Kuan-Her Wu
EMAEE (8) a7 Mw E:SUkH i‘:;“mcrdal Fei.-Lm.lg Tsai
E.SUN LEASING CORP. | 55 Director EIFREEBEITLF RS A Fegge | Dank, Lid Hsi-Chin Huang
== Director EFFEHEITOANEA B AT Mao-Chin Chen 19,600 98.99
BEr A Supervisor | |||7F % 17 5 BT A SE Kuan-Her Wu
X . EX & Chairman E IR #EITL AT A s | E.Sun Commercial Woody Lin
%Jﬁ(&ﬁi ]:[IJS(EERJRN(C %&) 28 | g Director e =T Bank , Ltd. Chi-Chuan Wang 1.279 79
AGENT CO., LTD. BrE A Supervisor | T ||| 75 %4817 4 BT 40 2 A R Allen Chang
== Director EWEEAT R EA &g | E-Sun Leasing Corp. Yu-Lun Tsai 324 20
ANEEEEEES (5 5 | ZE¥E &  Chairman | 7% E.Sun Commercial Jiaw-Hung Shy
REACAET £ Di N Magi Chen
ESUN SECURITIES == foecmr Emﬁﬁﬁ?ﬁLaﬂﬁ)\ PE®# | Bank,Ltd. ® hEH i
INVESTMENT TRUST EF irector EFEEETOENEAL O EHME | yi-tsiung tzeng 13,500 45
CO.,LTD BSEE A Supervisor IS EET AT E A SE A Kuan-Her Wu
#EE{UAE  Director EIIESEES AT FE A #={8 | E.Sun Securities Corp.  Richard Yeh 6,000 20
f. ZERRE2SEEN  Related Enterprises Business Performance 5 - 844 = UnGNTSLO0D
& # 4 i Enterprises Cap%ﬂﬁxck aael || g SR | B Opcﬁl%gugméome — g‘pﬁauon: No (mlioss) hﬁn?ﬁ%&rf )
E U SRHER () 25 ESUNFINANCIAL HOLDING CO.,LTD 24700000 | 23,601,618 1,480,705 | 22,120,913 23,848 (3,091,451 (1.46)
EWRHEE (BRI AF ESUNBILLS FINANCE CORP 4,265,000 10,065,114 4634598 | 5430516 1,158.668 701,625 570,941 1.34
SIS D 85 ESISn=Ea 3,060,000 8,278,655 5181732 | 3,096,923 218,191 28,329 12,525 0.06
el TR Ul 1 R SUNIENTURE CARTIAZCORR 1,000,000 1,002,846 640 | 1,002.206 3.686 2928 2206 0.02
ZWmHE (B 48 ESUNLEASING CORP. 198,000 1,142,193 988,875 153,318 73,857 29572 (2812) 0.14)
EURBHREA () 25 ESUNINS . CO, D, 16,200 49,788 432 49,356 37,319 31,287 23,733 14.65
SNEEATTEES B £ N 300,000 368,474 24973 | 343,501 101,366 50,689 47,835 159




BB EEES T ERE Consolidated Financial Statement for Related Enterprises
AEAERELALIEEERBER N EBRERLEEZHsEZE R 2+ HARRE
TREMFBPEECHT BERSE -

The total assets and operating income of the investees are each less than 10% of those of the bank,
accordingly, financial statements conslidating the accounts of the bank and these investees were not prepared.

(3) B % ¥k &= & Enterprise Report

a.

_ FE R Bl 2 5 S R 3 B SR RS FIIR S BT
PRI EAE = FEE
AR SR | Ees EE - BW A SGEE A AR

Eg{}%ﬁgl%/g\%\l gﬁi I?OTDINGCO D BEFFI00% M | 1,817,500,00088 | 100% | 494,000,000 §% HAFERES-12E
b () BT EER - T@EH - b.Purchase/Sales Transaction : Not Available
c.HETRER : B c.Real Estate Transaction : None
d.E&RMEBEFER: B d.Fund transfer : None
e GEMEER: & e.Asset Lease : None
fEMEE TR K[ﬁ}f/ 3 f.Other Miscellanies Transaction : None
BHEFREIER g.Endorsement and Guarantee : None

B B% F) i 5 7% #h 17 ¥k % Enterprise dividend policy and implementation.

ALBERNBELMRES2BAEE  BEELEARZRAREN R4 BR RS T E
BRABELEHLTE

Under the Bank's policy,cash dividends are the major portion of the declared dividends. However,
cash dividends should not be more than 15% of capital stock if legal reserve is less than the total
amount of capital stock.

[\
fox

3BE_REHEANBENRELRAEEEY SRERRBEEEHINEZEZE
The impact of stock dividend on corporate performance, earnings per share (EPS) and return on
investment during the past two years.

HE EE 90 & 9IE K NEF (TEF)
Lilal- i) . 16,933,000,000 18,175,000,000
B R P g i F 0 0.7
5 T A = o = )
BiE B Fik BIEE &R AL AR 2 =
BE AR EYE R 0.02 0 =
R (8% 2,582,130,822 (4,665,515,326) F
sEdla (8% BEEEAMEE (B) 4 42.62% (280.68%) 5
& s MR s (1) 1,927,964,861 (3,510,806,903) :i
BLE R Rg#a () wzzZEWE (&) s 35.81% (282.10) e
W EE s (EE) 1.08 (1.93) 7
e EREG (S8 KETRNE (F) £E 28.57% (287.70%) &
EEEGEENE (EF EEE ) 8.74% TEE
17 B A R 1.10 (1.93)
B 06 9T B AR SF
HIT TR W 8.89% EE
e £ I T 55 R e — )
Fi. fin =
e 19 B FR T S 8.74% EE
& FIH P 45 R Foid Wi B BT EEE 112 (1.93)
PATHE R ] 5 T 9.06% T
HFolATIEFUEAGREM GG 22 EEABRE R HMETER -
2-E&ﬁ%ﬁ@%%?ﬁﬁ@ﬁﬁﬂﬁ%ﬁﬁﬂi%ﬁ%ﬂ%ﬁﬁ&éﬁ (REME - HERIBAEEENBER <
(}-Fﬁ%)? NEEFE#THMES -—BHROHERE
BRERGBAEERFAERN - B S B EME X — - B RAE
BHREREE " Ry —EEEROEMENRG 2R
3 ETPHAEASH-ETHERTE/ SEHFECERER
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4. Important decisions made in regular or provisional of the board of directors in the past two years.
(1)Regular meetings of the board of directors in 2001.

A.Accepted report on ESB"business situation","financial settlements","procedures for derivative products",
"situation regarding treasury stock," and "“business report and financial statements" for 2000.

B.Approved plans proposed by board of directors regarding "ESB distribution of dividends for 2000".
"measures of earnings distributed to capital surplus transferred to stock dividends"and "revisions to ESB
by-laws".

C.Election of ESB's fourth board of 18 directors and 3 supervisors.

(2) Provisional shareholders' meeting in 2001

A.Accepted report on treasury stock.

B.Approved by ballot "Proposal of ESB to apply to establish E. Sun Financial Holding Company together with
E.Sun Bills Finance Corp. and E. Sun Securities Corp. through stock transfer" and related "transfer
decisions".

C.Approved proposed "E. Sun Financial Holding Co by-laws","E. Sun Financial Holding Co board of directors
and supervisors by-laws" and "methods for election of board of directors and supervisors of E. Sun Financial
Holding Co".

D.Election of E. Sun Financial Holding Company's first board of directors and supervisors.

(3) Regular meeting of the board of directors in 2002 (acting board of directors).

A.Accepted report on ESB "business situation", "financial settlements", and "annual report and financial
statements"for 2001.

B.Approved draft plans proposed by board of directors regarding "ESB distribution of dividends for 2001" and
"draft revisions to ESB by-laws".
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Statement on Internal Controls

FLBEFRBTROBBRAT
AEBEHEEAF

F#: A +_F#=HF=H
FLBBEELT A —HEALTEFT_A=Z+—HZ2AHREHHE  EHEHITHAE

RIRER EEHIOT -

[l

CFRLEEANEY HRMEENLERNERFLAERGABHEAZER  FLEED
Bl —%E EENREHSEZHRERAF(ZEF BARFBEEELXEZSE) - UH
IR RARES CEESEENEAR > RBCENER -

CHEERFEAEAXES  FRRAOATE  ARIREEHEIERErRH it = E
B ZRBEHOENER: MA > HPERE  HRzZE® > AEEHHEZE Q%6
FEzor® - EALEZAFEHHEREEREST Z®H » stk — 8T RLRMEKR
EEZTEH -
CARLEFRERBHETESEN EEE T R® TN [ 4 T & F B L PR 5 R T R
HI D (LR TEHEEH ) SEsAREdEE S 2HBEE - #E R EHH
BEsRARLBTRGEL - TEREN ) FREZAL R EHEES  FERYE
HiEflzEgE FATEHHNES> SO EEARE - 1 EHRE - 2. @B FDL > 3. 2
R 4 EFHRBE KRS EE -BHHAEFNEET THE - Wit HEF 2R THE
AL ZHE -

CARLEECHEA AR TERHEEARIES > REASEWNIE ZRFFRHBTHERML -

CFLEERHERERLR R  RBEFLE LHHEBNASZHEE (ZHFLEZHEH)
EEREEARRAE MEHSIURTERARNEY Z 8B B RMO A MEHGESF2
RAERBKOTMRBAY K cEBEERELEIEZZL -

A ABATHNARFALAERRLHEEAEZZERNET  EH A LE - LR LR ZAEDS

BE BESTEEE BUREBESTHIEE _TH -H=T_H -F—ELT+—BEE
—EETHRFIEERHE -
CAEAZEREALFAREA T _FEZATZHEESREE HEEENRELAEHAT IR
o FrE B

FUAFRITROBERAT

'515$§_=_% & fe.
ﬁ%%ﬁiﬂiifigﬂt




E.SUN COMMERCIAL BANK, LTD.
STATEMENT ON INTERNAL CONTROLS

March 13, 2003
Based on the results of our own evaluation of the internal control system from January 1, 2002 through
December 31, 2002, E.Sun Commercial Bank, Ltd. (ESB) issues the following statement:

1. ESB clearly realizes that the establishment, implementation and maintenance of an internal control system is
the responsibility of our bank's board of directors and management corps and has already established this
system. Its purpose is to provide reasonable assurance that the objectives of effective and efficient business
operations (such as earnings, profitability and preserving asset quality), reliable financial reporting and
compliance with related laws and regulations are being accomplished.

2. Internal control systems have inherent limitations, no matter how well they are designed. Effective internal
control systems can only provide reasonable assurances of the achievement of the above-mentioned three
objectives; moreover, the effectiveness of internal control systems may vary because of changes in operating
environment and circumstances. As our bank's internal control system contains a mechanism for self-
inspection and evaluation, we are able to make needed adjustments as soon as any errors are discovered.

3. Based on criteria for evaluation of internal control systems required by the "Implementation Measures
Regarding the Establishment of Internal Control Systems in Listed Companies" ("Implementation
Measures") promulgated by the Securities and Futures Exchange Commission of the Ministry of Finance, our
bank has carried out an evaluation to as certain whether the design and implementation of our internal
control system is effective. The criteria adopted for evaluation of internal control systems by the
"Implementation Measures" include five factors, namely: (1) control environment; (2) risk evaluation; (3)
control operations; (4) information and communication; and (5) supervision. Each of these component factors
also includes several items. For more detailed information, please refer to the "Implementation Measures".

4. Our bank has already used the evaluation factors mentioned above to carry out an evaluation of the
effectiveness of the design and implementation of our internal control system.

5. Based on the results of this evaluation, we believe that the internal control system (including supervion on
subsidiary enterprises) utilized during the period in question is effective and can ensure the accomplishment
of the objectives of effective and efficient business operations (such as earnings, profitability and preserving
asset quality), reliable financial reporting and compliance with related laws and regulations.

6. This statement will become a major part of our annual report and open statement and will in addition be
released to the public. The existence of discrepancies or omissions in the content of this open statement
would constitute violations of Articles 20, 32, 171 and 174 of the Securities and Futures Exchange Act and
entail relevant legal responsibility.

7. This statement was approved by board of directors of E.Sun Commercial Bank Ltd. on March 13, 2003 and
the attending members of the board of directors unanimously agreed to the content of this declaration.

E.SUN Commercial Bank, Ltd.

Chairman of the Board: Wﬁ“ )'{uvﬁ_

President : %
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Evergreen forests symbolize the inexorable growth of E. Sun.
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Operational Strategy

HOmal - HmRE -
E. Sun's shining glory spreads light and hope.
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.Sun's management concepts of "expert, service

and business" guide the progress of E. Sun

Financial Holding Co and the rest of the E. Sun
financial group. We pursue a high level of customer
satisfaction and progressive utilization of information
technology and abide by the management principles
of putting top priority on the security and liquidity of
capital assets, placing profitability and growth second
while playing close attention to public welfare. We
will promote business based on the following
principles:
(1) Implementation of Core-Policy Flow:

Execution stands equal with mobility. We always
put major focus and stress upon the discipline over
our human resource and relevant flows. The three
cores of our strategic and operation flows are namely:
Strong organization comes with top talented
professionals; Striving our goals with prudent
strategies; Connecting our valuable assets and
resources with smooth operation flows, in building
our bank being more magnified.
(2) Accelerating the accumulation of
knowledge capital
This is also an era of knowledge-based economy.

We must turn knowledge into industry and infuse
industry with knowledge and start with accelerating



EFUHEEZTEHEMNES ME  2ER
BLORFHNNEERE -  RBRRHEENE
WHET > BEEHEELHEBREE  E#TH
Boofi - AE THEIMEeEREY B
SENER  THERBAENAREEE I
LAEE A EE > WO A e EE
BRogkHE - AR ETE  RERE > EBE
BE - HERHE  EHEEERERERANEFD
e NSRS NEETREELSNAET -

(ZIREFI=8 HEXRS

FUFELHNERDHR » — HETE
METEXLRTBERMAMTORE » RMAEL
KR -FF - -BRR EEFIEM FIEE
=F -

HEFINEBRAILE REETEFNI
wEWLEEMNRE > TEIL BIT2EM
Bxi tEEs - 2EXNCEAFBESH
ho BEELEEE TESREFZLCEER
R » XRETERMES  BEaRELBENX
EFEEFN HETHRBESBEROHT
NE EERLEEFRFNEE -

Mms - EREEFEFIALHRIEEZRSTH
B ESGFRMLCFHEE BEUERRT
EHOREREN  XEEMOEEEE  TEX
mEENTET  ABAASEFEME  BEF
REFHER > Bt EREELEME BT X
MEEERY  EUHEERSNAEEE -

WFHEE . 2L RS -

Hand in hand, we shall strive to the peak.

the accumulation of knowledge capital. Knowledge
capital equals capability commitment. We need to
build a knowledge-management system with fine
mechanisms and accelerate effective linkage with our
six major resources, namely our brand-name, human
resources, information technology, customers,
products and marketing channels. We hope to allow
each of our advantages, no matter how small, develop
into a long-term winning niche.

ESB's brand-name which enjoys the confidence of
our customers, is the decisive factor in building our
core competitiveness. A receipt of the National
Quality Award, ESB will create its own differentiated
and unique style, pay close attention to quality and
taste, meld a continuously-learning financial team,
build a learning organization and drive the growth
and development of organization members. ESB also
realizes knowledge-based management, actively
engages in R&D and innovation and upgrades the
level of information technology. Through these
efforts, ESB can enhance efficiency, lower costs,
ensure quality, build an image of quality to create
higher satisfaction of customers and affirmation of
society.

(3) From High Quality to Excellence

The new age awaits our E.Sun Bank. We have a
solid cornerstone to become a much more consistent,
prominent, expanding financial institution.

For an enterprise that endeavors to advance from
superior quality to excellence, the most precious and
difficult to come by factor is an environment that
links culture and management. In ESB, we began the
construction of a total quality culture from business
concepts, corporate culture and a common vision to
create core values. While upholding our core values,
we are also able to continuously stimulate progress
and combine an enterprising spirit and a culture that
emphasizes discipline to manifest a miraculous force
that continuously advances toward excellence. This is
the concept upon which our lasting evergreen
enterprise can be built.

At present, this concept of advancing from
superior quality to excellence and laying the
foundations for an evergreen enterprise now guides us
to cooperate hand in hand and persist in our upright
and sound operational attitude and our culture
oriented corporate values. With the affirmation of the
National Quality Award, we will continuously create
customer value, develop close relations with our
customers, deepen the core value of our corporate
brand name and build a lasting business advantage.
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Operational Plans
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Buds, soon to show their beauty.
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has set short, medium and long-term plans and is engaged

Based on the principle of management by objectives, ESB
in research and development of innovative new products,

applying new advancements in financial information
technology and will implement the following plans in a sound
and stable manner.

(1) Strengthen foundations for wealth management
Develop wealth management services based on
product niches of financial enterprise family and
higher customer value.

(2) Focus resources for effective utilization
Integrate product package, service processes,
innovation in the content of services and information
utilization to raise operational efficiency.

(8) Get on track with international financial services
Utilize our strength in R&D to develop new financial
products, accelerate entry into the international
financial services market and aggressively provide
financial services to the triangular Taiwan-Hong
Kong-PRC market and get on track with the leading
edge in international finance.

(4) Satisfy the service needs for digital life-styles
Build a e-finance service platform, formulate major
strategies to create ~~win-win"" value for customers
and the bank and satisfy the needs of customer digital
life styles and financial management requirements.

(5) Form strategic alliances for"win-win"advantages
Develop cross-sector strategic alliances, expand
transaction channels and combine products into
packages in order to realize "win-win" situations in
which businesses can enjoy mutual prosperity and
synergies.
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Business Objectives
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Dazzling, in full blossom, magnificent.
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n the coming year, our bank shall attract the new
network and quality customers, based with our
organization, branches, and quality control, in light
of our E.Sun Financial Holding. Our first three years
determine our bank's destiny, with confidence and high
prospects. We will also continue to focus on improving
credit quality management and developing sources of
high quality clients. In foreign exchange operations,
we will put priority on controlling risk and intensifying
contacts with quality enterprises while at the same time
paying attention to ensuring profitability and high
liquidity in our fiscal structure.We have also set the
following operational targets for the year 2003:
(1) Deposits
Increase total deposits by end-2003 to NT$233

billion and continue to acquire consistent funding
resources for better structure.

(2) Loans and Credit

Increase total lending to NT$190 billion by end-
2003 and promote the asset quality and risk
management abilities.

(3) Foreign Exchange

Attain annual foreign exchange transaction and
acceptances volume of US$ 12.5 billion and
supplement with growth and risk control.
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Future Development
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To champion by our talent and brilliance.
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n the year 2002, ESB carried out major internal
organizational re-engineering. We aimed to grasp new E.Sun
advantages through transforming our organization as well as
continuing to enhance operational efficiency, develop and
promote new financial products, intensify risk control and
effectively reduce the volume of non-performing loans. In the
respect of R&D, E.Sun became one of five banks to receive
approval from the Tourism Bureau to offer "Citizen Tourism

Cards", issued of the first national "For Teachers Platinum

Card", introduced "TAKE IT" cash cards, ARM's, insured cash

trust services, real estate trust services, multi-currency deposit

accounts, e-factoring, IC intelligent card on-line (small
amount payment systems on-line payment acceptances) and
simplified check financial information services. In the future,

ESB will focus research and development efforts on

integrating information technology and financial services in

the following directions to enhance our overall
competitiveness.

(1)Research and develop scientific risk control mechanisms to
achieve the goals of achieving preventative risk control
and effective post-facto tracking.

(2)Continue to build platforms for on-line enterprise
transactions to fulfill corporate needs for liquidity and
revolving finance.

(3)Research and develop the establishment of computerized
processes for enterprise credit applications to lower
process costs and enhance overall operational efficiency.

(4)Upgrade specialized financial management service systems
to provide a diverse range of products and create higher
asset service value for clients.

(5)Work through strategic alliances to extend insurance
products suitable for bank characters, develop trust
products and other new products.
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Condensed Financial Statements

(— ) FBEHEEBEFR Condensed Balance Sheet ?ﬁt:;‘lﬁ?}%}iﬁ
Yiear
. S At | A tE | AbRE | ARAE | AbeE
_“ | 200 2001 200 1599 1998
M*Em RS A | TS0 | S4S247 | S1AE7980| 83814321
IR - NIRRT st | 1maMsIm | 1TRna0 | 1584007 | 1amesns
ﬁﬂﬂ“iﬁ;‘:ﬁ - 4755005 | ApohEeR | 42476 II6E198 | 3106948
PF'"E*F ﬁﬁ spiamd | 47m7ass | 450870 1696,170 | 3355432
3‘*?& - 7 saopes | 1279092 | 209 1202517 22880m
SHACH 00,179 | 12489477 | 11731880 91330271 11,10823%
RN Bedogre distribution ] : g :
A 3908088 | 11,754,151 GAGLEGE | 11,136,349
#le‘ﬁ ; ST | 125028061 | MOIM05E | IRBTEASID | 1TIE6015
b e
Financlal Debantures £0,000,000 300,000 ) B -
:t:: ‘*Ei ﬂi.ﬁl e 200,310 51,684 350,236 313,581 118,267
-3 fm (075000 | IBITSO00 | ISSMH00 | 15410000  12,i90000
f{:ﬁg@m 136,71 326251 645,441 957,608 74T
SHATH Firs I 4 B30 BHT EF LR 3,450, 640 2852 5TT
AT Before distrbution b
Retained samings
Qmm- - raime 1003, T2 2AT58TE 1,542, Tty
mm EERITY | { 4SEHT) {283 548) g 5
LA ey g o .,
Cumulative translation adjmstments 2306 4404 4 £305) &
ERERFETEERES ) E g
Unrealized Jod on long- term egaity investaeats e il
Eﬁ“ aaiann | MSATIEM | DBAISETT | 218254382 | 2216010
. SHRCHT 14730080 | 243pm32 | 25416170 | 198231039 | 185125663
B Before dstibution ; i ¥
Tt lakilities ey
T W4A2H3) | 215438441 | 198261006 | 185153774
Hm SHEEHT Talat | maasty | meser | 20023743 15080347
-~ fﬂ'@l : | msmeem | zosmze | 199938Ts| 150622
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(Z ) E§BH¥E2zk 3K Condensed Income Statement Unit:NT$1,000
Year
i e m | M | AtE | Adbam | Adal | A
207 200 2000 1999 1958

" OH
m o 315778 | 16986778 | 16122213 | 15156407 | 14181749
m i 5A1556 | 1LML3T9 | 11509842 | 10826675 | 10255863
mfﬁ woreTs | sSasaw | asisan | ezmgsa | sensgss
m e sE67EIT | 2963268 | 2707811 | 2,534440 2,403,708
Lﬂmgmm (aeessts) | 25m2031 | 1minsen | 1ees2ez 1522177
mn‘ G 26,107 17339 38 487 37,515 26,202
Mﬁn e 100,648 B 59,188 4375 9481
miﬁ; s npse) | 25me2%6 | 178259 | 1sE9081 1538 588
m (1,279,245 658,201 330,553 177,039 209,276
ﬁt hﬁ{m} Gsiosen | 1907968 | 1419868 | 1:12012 133312
ﬁﬁﬁﬂﬁ;ﬁﬂm {193 108 0.8 1.08 108

(=) BERFEESEHEI2EEER CPAS' Auditing Opinion from 1998 to 2002

P NS MBS BN EEH A FHME AEEHERZEEEE -
T. N. SOONG & CO. had examined the Financial Statements of E.SUN Commercial Bank,
Ltd. for the years ended December 31, 1998, 1999, 2000, 2001 and 2002, and issued unqualified

opinion reports.
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Financial Analyses from 1998 to 2002

B HeBfm) %
Unit:NT$1,000;NT$; %

Cask re- Envesimeats roatls

Year
I o At— A+ | ATRE .frhhﬂ: AL
2002 2001 2000 1904 1908
W O H -
' R REE () j Riasonton . ;
" i 5. 43 a1.42 81.1%1 o.8% &2 46
. : T S (N 3R
PneiE At e S o RO SO S s R
slruclare % )
WSl (§) v A = 2
RS o PAET . R kiR 28,01 21 ae 21.43 £.45 |
HERNiEE () ) Ao a
E'Mﬁ&ﬂ e i 480, 34 60, 59 A, B SE4.TE 484,45
quidity
RS (1) o L
ratlo g i A 14, 14,61 .42 9,47 16,46
LW (N , =
Ratin uf Hoans to depoaits 76,24 BO. 3T E5. 45 B3, 16 73,93
s (Y y % : 2
s boii cakei 1,3H 2.53 2.46 2,46 2.45
. FREE & e (K] o En , t:
HEHET Rortla of inberest copess o aeerage deposits Ed 4.24 4.91 o. 40 ¢.15
Activily R, SR (X $.98 d.89 T.681 .06 a.74
cutiv Batic &f Anlorest ravesen o average loacs .
B EE 0,05 9,407 4.47 0.47 0,08
Tatal wsmele Turnaver |Times)
R TFEpEE L (FR 8 777 1,651 :
Ihecoge cpect i vovemt e MLy L .1. '.3:'. B % .l.k .m.ﬁ.. : .1.2.372. | .1.3’.?5. .
RIS (A £2,152) 1 i, 1. 13
Jeerape income per emplicyse {HTR.008) o ] =44 | b IoE
AR (L) {1.30] 4.77 462 4,72 0,74
Ratio of ratiurn o Iotal azackx |
FEL T 7.34) 1 | ;
katio of retem en steckilders’ equity &40 6.82 8.8 | .20
[ FOE a3y 1 1 1 1
WHEEED p—— mi L1 Fife: 4.2 Lo.60 1086 | 12,40
Profitability Rabiz o ] Cipi®al - e e " ] '
ratio ‘tﬂ-lﬂﬁ'l-m'ﬂ: i :#ﬂn:“r:—algm e L PR 14.23 L34 tLRE 12,62
Hﬂl IIJ £24.52) 11.45 B.A0 G0 4.587
Profit sargln ratio 1
-1 (RN migE— 1.83 1.08 084 1.08 | 1.09
Earaings por .I.h.i_l‘l':]ﬁ} ] i et 1.08 0.78 I].E_E_ R 'E.B'E
RomEir® (L) 14,502 = = itg.es | 18,03
fagk flow ratin B= |
Hae e LeMBERLE (4] 5267 5.47 202 16 28077 116.11
Cash flows Caok flow plequacy ratde ERPRIHICANALE IRICARANIHICIY rI Al ORI PRt
BheaatE (§) 1.82 = = 18,78 5.83

i EE?‘ JTES Z IE R R BT E

HFo

Bt E

Based on weghted average number of outstanding shares during the year.)

Eﬁmﬁﬂﬁ%

(Based on weighted average number of outstanding shares during each year after giving
retroactive reconition to stock dividends issued.)

=

RELEBEEMBFREMER AN - AT 5 -

(No analysis for net cash used in operating activities.)
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Net Value, Earning, Dividend and Market

Value Per Share from 2001 to 2002

B HERT
Unit:NT$
o
Tear
Hem T i F—4 A+
R H i
S B ;
R Before distribution 1.0 12.55
Het velus per share
S s

After distribation

il il | R1d T P
Weighted average mumber of shares LA I 000 3,792,179,000

TR

Earnings per ghare Erlie

:. H'EE. ! (143 .08
Earnings per share
W o
Cash dividesd )

] (RE)

bividesd per share | BrORREF) a0
Stock dividend ;

'M'E'H—Tm [3,45

Merket wvaloe par share

H— BRBAZEE. REEHIEE -

(Above figures of dividend per share are the ones of paid each year.)
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Supervisors' Report
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To the 2003 Annual Shareholders' Meeting
E.SUN Commercial Bank, Ltd.

ELBEBRTRBEEAT
enEEl BRRE
B o A k%A g

e o A BHB ?g

BhHEEBEFS EREAAESEZF 1

The board of directors have compiled and submitted the bank's 2002 business report, financial statements and statement of

distribution of retained earnings which are audited by T.N. SOONG & CO.

We have completed our examinations and found them to meet the requirements of applicable laws and regulations. This report is

hereby prepared in accordance with Article 219 of the Company Law and submitted for your approval.

Resident Supervisor

{j‘frfv\. - i;n.m_ E-:F-Ln M,

Supervisor
jﬁf? &@W‘Aﬁjg
& e
Supervisor

e . .
S 4 Al je e
S 7
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balance sheet,statements of income,changes in shareholders' equity,statments of chas flows.
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Financial Statements of 2002

(—) EEtEn TR S E Independent Auditors' Report
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T. N. SOONG & CO.
CERTIFED PUBLIC ACCOUNTANTS
A MEMBER FIRM OF ANDERSEN WORLDWIDE, SC

The Board of Directors and the Shareholders
E.SUN Commercial Bank, Ltd.

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of E.SUN
Commercial Bank, Ltd. as of December 31, 2002 and 2001, and the results of its operations and its cash flows for the years then
ended in conformity with related regulations and accounting principles generally accepted in the Republic of China.

7 AL :SU-H- January 24, 2003




(=) BEEB{E5% BALANCE SHEET

RE I+ B EFZB=+—8
Deceber 31,2002 and 2001

i ST
Unit:NT$1,000

91 F12H31H  90&E12E31H
g B ASSETS 2002 2001
W (ftEE=) Cash (Notes 3) $ 14,883,265 $ 7.672.482
FHETHE%E (FfeEmE=+) Due from banks (Note 4 and 20) 5,759,946 10,917,831
FHeiT (fzEH) Due from Central Bank of China (Note 5) 12,117,374 8,068,770
BAESRTES 3 (= - 75 - Z+—%  Short-term negotiable instruments (Notes 2, 6, 20and20) 38,885,871 36,751,847
-+
FEIGEIS - 25 (3E k) Receivables - net (Note 2 and 7) 18,096,974 12,331,437
TEiTEE Prepaid expenses 42,264 54.652
Wk - ERERELE - B9 (R AR Loans, bills and discounts - net (Notes 2, 8 and 20) 170,775,271 179,345,170
EHRRERE (ME= k) Long-term equity investments (Notes 2 and 9) 4,755,205 4,664,698
EFEEE (M=% +) Properties (Notes 2)
e Cost
+ #h Land 2,818,737 2,804,945
BERFHE Buildings 1,554,335 1,362,755
BEHE I Computers 1,216,840 1,099,271
BB Transportation equipment 163,506 146,210
HEE Miscellaneous equipment 587,990 562,733
A LE Total cost 6,341,408 5,975,914
W EREITE Less:Accumulated depreciation 1,480,561 1,321,316
4,860,847 4,654,598
TETaRRER Prepayments 157,377 133,257
EFEETE Net properties 5,018,224 4,787.855
Hi{hEE—BE(MEEZ - +— - +ERZ=1+=) Otherassets (Notes 2, 11, 15 and 22) 2,309,086 1,279,092
aEwst TOTAL ASSETS $ 272,643,480  $265,873.834
BRRIFHESR LIABILITIES AND STOCKHOLDERS® EQUITY
= - B} LIABILITIES
ART Lﬂ FFEH (a0 Due to banks (Notes 12) $ 13.620380 $ 6535224
E{TzoE (FE+=) Pagfables (Notes 13) 5,045,561 5925374
TElR R TE B Advances 34238 28,879
FREER (FEETEE =) Deposits and remittances (Note 14 and 20) 225,739,600 225,029,161
@%ﬁgé E Eﬁéﬂﬁ—ﬁ&:w‘*—) Bonds (Note 15) 10,000,000 5,000,000
i TeE RN Other (Note 2 and 16) 290,310 551,684
B{EE&E Total Liabilities 254,730,089 243,070,322
IxEER STOCKHOLDERS"EQUITY
IrE—SAFEFOT - BERFET Capital stock -$10 par value
1,817,500 {F % authorized and issused-1,817,500 thousand shares
] & 1,693,300 thousand shares for 2001 and 2000 18,175,000 18,175,000
FENSE Capital surplus
!}E%ﬁfgg " Gfnd-m caqital ifn excess of par value 303,140 303,140
B = ain on sales of properties 7,641 7.641
Egggii B From treasury stgckp 15452 15452
FAATEETT Total capital surplus 326233 326233
mEES Retained earnings
EELAE Appropriated as legal reserve 3,112,924 2,534,534
BRAtE Appropriated as special reserve 31,391 108,619
A Unappropriated earnings (3237,046) 2,188,534
R BT Total retained earnings 92,731) 4,331,687
FEMmE TR Cumulative translation adjustments 2,906 4404
EHESE R FIR Rk (EIH . Unrealized loss on long-term equity investments - (35,795)
ERRE - 40,000+ 1% Treasury stock (498,017) (498,017)
IR EEEET Total stockholders' equity
5 T — 17,913,391 22,803,512
FERBERNEAEE (ME_E_T=) Contingencies and commitments (Note 2 and 21)
BME R =S8 TOTAL LIABILITIES AND SHAREHOLDERS® EQUITY $272.643,480 $ 265873834

TER 2 B 3% FBf FE#F % 2 — 3F4+(The accompanying notes are an integral part of the financial statements.)



(=) %K STATEMENTS OF INCOME

REH+—F BN E—H —BFE+-H=+-H

Bf  RERMEL THE S BfRRSET-

Unit:NT$1,000 Except Per Share Data.

For the Years Ended Deceber31, 2002 and 2001 91 EF 90
2002 2001
BRI OPERATING INCOME
et (fEog=+—) Interest (Note 2 and 21) $ 12,114,525 $ 14,418,749
FEBWA (ME-R-+— Service fees (Note 2 and 21) 902,644 679,808
EEmsmaftid g+ Gain on sales of securities (Note 2 and 21) 1,068,909 1,456,199
RHREEEHE (REZEL) Income on long-term equity investments (Note 2 and 9) 70,055 257,027
SRS (R Foreign exchange gain - net (Note 2) 157,845 172,528
E  ft Other 1,800 2,467
[ Al =l Total Operating Income 14,315,778 16.986.778
BRERES EXPENSES AND LOSSES
HMegegd (Mo k=+—} Interest (Note 2 and 21) 5,580,938 9,139,018
EEeH Service charges 310,289 202,033
HIERE (= Provisions (Note 2) 9,414,020 2,092,606
E it Other 8,209 7722
RS Total Operating Costs 15,313,456 11441379
BEERM (47) CROSSPROF T (997.678) 5,545,399
BREER INCOME BEFOR E INCOME TAX
EHER Business 3,334,566 2,634,563
EHEH General and administrative 308,073 315404
Hith Other 25,198 13,301
fo 2= Ry Total Operating Expenses 3,667,837 2.963.268
BERE (X)) INCOME FROM OPERATIONS (4,665,515) 2,582,131
BEAMEA NON-OPERATING INCOME 26,107 27,339
BEANEH NON-OPERATION EXPENSES 100,648 23214
majk)s (8% INCOME BEFORE INCOME TAX (4,740,056) 2,586,256
FiBfER (M- E &) Income tax (Notes 2 and 16) (1,229,249) 658,291
#l # (18) NE T INCOME (L OSSS) ($ 3,510,807) $ 1,927,965
BREME (HE) (M) NET INCOME PER SHARE(Note 19)
fa Bfi & #® 17 il
EEEREg (&8 Basic earnings (losses) per share $ 2611 ($ 1.93) $ 1.44 $ 1.08

1R 28 3% FBf B & 2 — 35 (The accompanying notes are an integral part of the financial statements.)



(M) I gz & 81 5% STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

EEh+—F Eh+E—H-BE+-H=+-F
For the Years Ended December 31,2002 and 2001

J:i4 &
CAPITAL STOCK
Authorized and Issued

FEaLHE (et

CAPITAL SURPLUS (Note 2 and 17)

WREEe (et

RETAINED EARNINGS (Note 2 and 16)

B EEFT

Unit:NT$1,000

SR E RARE AT g @ o =
B R BRnEEx
E‘?"ﬂ" Unrealized Treasury

Stock

BECTER &« # 2 BAERE
Shares Peidincapiiain

(Thouands) ~ Amount  excesof PrValue

Properties

%ﬁlﬁlﬁﬁ% g B % & £t

Gain on sale of From Treasury stock.

kLR

Total LegalResenve:

WALE ko5 6 & B

Reserve Umg)prqpriated
a

rnings

— TRAS AN loss on Tong-
& & ADIUSIMENTS  term equity
(Nee2) investments

Total

BE R &i

TOTAL
STOCKHOLD
ERS'
EQUITY

U+ HeRE 7641

BALANCE, JANUARY 1,2001

1,693,300 $16933000 $ 637800 $

A+ EEEESE

Appropriations of prior years* eamings (Note 16)
TRAE L fE - -
Legal reserve
el - -
Special reserve
AR RS F115%
Stock dividends - 6%
EES A - -
Bonus to directors, and supervisors
8 AL Fl — S AR ER7.0691F B Fr

IR&3,6791F T

Bonus to employees - 7,069 thousand shares
$3,679 cash

83,665 836650

7,069 70,690

G S E - 2% 3346600 (334660)

Capital surplus transferred to capital stock - 2%

33466

P R o tg - RS g - -
Reversal of special reserve

AL EE - -

Net income in 2001

RIE R HARHE G E & IR g it - -
Reversal of unrealized loss on long-term equity
investment

[ FER: B [ - 40,0004F 8% - -
Treasury stock purchased - 40,000 thousand
shares

(R SRS T - 30.0001F B - -
Re-issuance of treasury stock to employees
30,000 thousand shares

SRR B E - -
Cumulative translation adjustments

$

$ 64541 § 2108687

425847

(- 334600) -

15452 15452 -

505§ 1724141

»

S 4584
108619 ( 108619)
S 836630

(1859

74.369)

(59 505

1927965

S 383333 § - (5 108619 (5 283,648)

( 8366%) -

(- 18592) -

(74369 -

1927965 -

- 72,824

: X

498,017)

- - 283,648

4404

$ 21,019,507

S (0 1859)

S (0 3679)

1,927,965

72,824

(- 498,017)

299,100

4404

L EEREE 303,140 7641

BALANCE, DECEMBER 31,200

1,817,500  18,175000

1

S R
Appropriations of prior years " eamings (Note 16)
TE L fE - -
Legal reserve
EREREE £ % - -
Stock dividends - 6%
HE = s - -
Bonus to directors, and supervisors
ETALF] - -
Bonus to employees
PRI )RR - -
Reversal of special eserve
PHIEL R BRI E - E IRk g i - -
Reversal of unrealized loss on long-term equity
investment

FA— R - -
Net loss in 2002

SRR B B - -
Cumulative translation adjustments

15452 326233 2,534,534

57839

108619 2,188,534

- ( 578390)

- (0 12712250)
(B
(113089

( T 71228

- (- 3510807)

4831687 4404 ( 35795) ( 498,017)

(1212250 -
(W) -

(113089 -

- 35,195

(3510807) -

- ( 1,498)

22,803,512

- 1272250)
- (121

- (0 113,089)

35,795

- (0 3,510807)

- ( 1,498)

SLt— FEEREE 1,817,500 $18,175000 $ 303,140 § 7641

$

15452 % 326233 § 311294

§ 31391 (6 3237046)

¢ 92n) § 2,906 $ - (S 498017

$ 17913391

BALANCE, DECEMBER 31,2002

Iz IR A # 2kF 2 — 254 (The accompanying notes are an integral part of the financial statements.)



(R) B L2 % 2% STATEMENTS OF CASH FLOWS

EEht+—FEt+F—H-B=Z+=H=+-H
For the Years Ended December 31,2002 and 2001

By FrotErn

Unit:NT$1,000

NFE 90T
2002 2001
EXEH RS CASH FLOWS FROM OPERATING ACTIVITIES
b = =} Net income ($3,510,807) $ 1,927,965
HEREE N SR EEREEE Provision (reversal of allowance) for losses of securities purchased (36,049) ( 289,568)
R EIEHRTF Provisions 9,414,020 2,092,606
7 3 R SR Depreciation and amortization 298,618 271,087
{ZER RS2 R S s Equity in net income of investee companies, net of cash dividends (54,711 ( 176,916)
AR R received
AR BT ES(E AR Loss on securities purchase reclassified to long-term equity 20,381
bzl bad investment
B REE AEEE Loss on sales of long-term equity investernts - 8,825
B EFEEE BASERRLREE Loss on sales of property and equipment, and foreclosed collaterals 4,649 16,259
BFESER Sk ERE Loss on market value decline of foreclosed collaterals 75,500 -
SERFRISTE Deferred income taxes (1,337,795) 18,258
LZERHI 2B AEHEES Decrease (increase ) in securities purchased - for trading 5,178,047 (10,739,000)
ey Purposes
B L 3 L8 M Increase in receivables (6,380,215) ( 3397,459)
AT IE R (M Decrease (increase) in prepaid expenses 12,388 ( 17,070)
FE{F ERIE L Increase (decrease) in payables (879,813) (1,199,724
HprEREE D () Increase (decrease ) in advances 5359 ( 3,848)
EREHFERERA (H) Net Cash Provided by (Used in) Operating Activities 2,789,191 (11,468,004
REEEZRERE CASH FLOWS FROM INVESTING ACTIVITIES
LIEEEHN B ASSEES Decrease ( Increase) in securities purchased-held for investing (7,276,022) ( 2,277,794)
(K ) purposes
TERERITRI S g (e ) Decrease (increase) in due from banks 5,157,885 (6711917
TERRITHENS (M) Decrease (increase) in due from Central Bank of China (4,048,604) 1,116,082
HER - BIE R BLIREEm Increase in loans, bills and discounts (450,948) ( 9458678)
HE R R R B Proceeds form sales of Long-term equity investments - 21,259
EHBELE Em Increase in long-term equity investments - ( 317,325)
MEEEEE Acquisition of properties (522,367) ( 546,101)
BEHEEEE X Proceeds from sales of properties 443 3,072
HE AR RER Proceeds from sales of foreclosed collarals 363,194 195,124
E it R Other assets (3399 ( 51,533)
HERE S HEm T Net Cash Provided by (Used in) Investing Activities (6,779,818) (- 18,027,811)
PEEE RS RE CASH FLOWS FROM FINANCING ACTIVITIES
SRR ST AR M increase in due to banks 7,085,156 1,961,169
TR EEIE I Increase in deposits and remittances 710,439 21,695,107
BITemES Proceeds from issuance of bonds 5,000,000 5,000,000
BB %R 8 TALF Payment of bonus to directors, supervisors and employees (141,361) ( 22,271)
Eim&EEmN () Increase (decrease) in other liabilities (179,524) 179,968
B o e B [ Increase in treasury stock - ( 498,017)
HAESNTET Proceeds from reissuance of treasury stock ot employee - 299,100
BN B Cash dividends paid (1,272,250) B
MEEH B RERA Net Cash Provided by (Used in) Financing Activities 11,202,460 28,615,056
EXER EFFECTS OF EXCHANGE RATE CHANGES (1,050) 12,390
IR iFHm (R NET INCREASE (DECREASE) IN CASH 7,210,783 ( 868,369)
RE FHEE CASH BEGINNING OF YEAR 7,672,482 8,540,851
REFEHRE CASH END OF YEAR $14,883,265 $ 7672482
RenRER2HTERE SUPPLEMENTARY INFORMATION-
EfTRLE Interest paid $6,425,365 $ 9,276,003
FATERIERE Income tax paid $286,190 g 399,367

I B B R A F5 9RaR 2 — 43 (The accompanying notes are an integral part of the financial statements.)
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1.ORGANIZATION AND OPERATIONS

The Bank engages in commercial and savings banking permitted
under the Banking Law.

As of December 31, 2002, the Bank had business and
international banking departments, an offshore banking unit (OBU), 2
overseas branches (Los Angeles and Hong Kong) and 48 domestic
branches.

The operations of the Bank's Trust Department consist of
planning, managing and operating a trust business. These operations
are regulated under the Banking Law and Trust Law.

On December 10, 2001, the stockholders approved the
establishment of E.Sun Financial Holding Company, Ltd. (ESFHC) to
hold the shares of the Bank, E.Sun Bills Finance Corp. and E.Sun
Securities Corp. The holding company structure was achieved
through a share swap: 1 share of ESFHC for 1.0 share of the Bank,
1.10 shares of E.Sun Bills Finance Corp, and 1.25 shares of E.Sun
Securities Corp. The board of directors designated January 28, 2002
as the effective date of the share swap. After the shares transfer, the
Bank became a 100% subsidiary of ESFHC. Also on January 28,
2002, the trading of the Bank's stock on the Taiwan Stock Exchange
(TSE) was stopped, and ESFHC's stock started to be traded on the
TSE.

2.SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The Bank's accounting and reporting policies, which conform to
generally accepted accounting principles and practices of the banking
industry in the R.O.C., are summarized below.

Basis of financial statement preparation

The accompanying financial statements include the accounts of
the Head Office, OBU, and all branches. All interoffice transactions
and balances have been eliminated.

Securities purchased

Securities purchased are carried at cost less allowance for decline
in value. Costs of securities sold are determined the following
methods: Stock, mutual fund beneficiary certificates and government
bonds - moving average; and others - specific identification.

Under a directive of the Ministry of Finance, sales of bonds and
other short-term securities under agreements to repurchase are treated
as outright sales while purchases of bonds and other short-term
securities under agreements to resell are recorded as assets.

Overdue loan

Loans and other credits (including accrued interest) that are
outstanding for at least six months are classified as overdue loans in
accordance with the guideline issued by the Ministry of Finance.

Allowances for possible losses and reserve for

losses on guarantees

The Bank makes provision for bad debts and losses on guarantees
based on the evaluation of loans, overdue loans, bills, discounts,
receivables, guarantees and acceptances for their specific risks or
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general risks.

Debts and guarantees with specific risks are evaluated internally for
their collaterals, collectibility and customers' overall credit. The Bank
makes full provisions for credits deemed uncollectible and makes
provisions for at least 50% of credits for the credits with high
uncollectibility in accordance with guidelines issued by the Ministry
of Finance.

Based on guidelines issued by the Ministry of Finance, credits
deemed uncollectible may be written off pursuant to a resolution
issued by the Board of Directors.

Long-term equity investments

Investments in shares of stock of companies on which the Bank
exercises significant influence on their operating and financial policy
decisions are accounted for by the equity method. Under the equity
method, the investments are initially carried at cost and subsequently
adjusted for the Bank's proportionate share in the net income or loss
of the investee companies. The proportionate share in the net income
or loss is recognized as current income or loss, and any cash dividends
received are reflected as a reduction in the carrying values of the
investments. The difference between the acquisition cost and the
Bank's proportionate equity in the net asset of the investee companies,
is amortized over five years. Capital increase of investee companies
that results in the increase in the Bank's equity in its net assets is
credited to capital surplus, and any decrease is charged to such capital
surplus to the extent of the available balance, with the difference
charged to unappropriated retained earnings.

Investments in stocks with no quoted market price are accounted
for at cost. The carrying amount of the investment is reduced to
reflect an other than temporary decline in the value of the
investments, with the related losses charged to current income.
Investment in stock with quoted market price is stated at the lower of
cost or market. The reduction of an investment to reflect a lower
market value and its write-up due to the subsequent recovery in
market value are charged or credited to stockholders' equity,
respectively. Cash dividends received are recorded as investment
income.

Foreign-currency investments are recorded in New Taiwan dollars
at the rate of exchange in effect when the transactions occur. At year-
end, the balance of these investments are restated on the basis of the
year-end exchange rate. If the restated amounts are lower than cost,
the differences are recognized as translation adjustment under
stockholders' equity. Otherwise, the cost basis is maintained.

Stock dividends received are recognized only as increases in the
number of shares held, and not as income.

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

Properties

Properties are carried at cost less accumulated depreciation. The
cost of betterments and renewals that extend the useful life of an item
of property and equipment is also capitalized. The cost of repairs and
maintenance is charged to expense as incurred.

Depreciation is calculated by the straight-line method over service
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lives estimated as follows: Buildings, 10 to 55 years; computers, 3
to 8 years; transportation equipment, 5 to 8 years; and miscellaneous
equipment, 5 to 10 years. If an asset is still in use beyond its
estimated service life, its residual value is written off over its newly
estimated service life.

The cost and accumulated depreciation are removed from the
accounts when an item of property is disposed of or retired, and any
gain or loss is credited or charged to income. Before 2000, any gain
on disposal (less the applicable income tax) was reclassified as
capital surplus at year-end.

Foreclosed collaterals
Foreclosed collaterals (part of other assets) are recorded at the
lower of cost or net realizable value on balance sheet dates.

Treasury stock

Capital stock acquired is carried at cost and presented as a
deduction to arrive at stockholders' equity.

The reissuance of the treasury stocks is accounted for as follows:
(a) reissue price higher than the acquisition cost - the excess is
credited to paid-in capital on treasury stock; and (b) reissue price
less than the acquisition cost - initially charged to paid-in capital on
treasury stock, with any remaining deficiency charged to retained
earnings.

Pursuant to a directive issued by the SFC, the financial
institution, which repurchased its own capital stock pursuant to the
Securities and Exchange Law, and become a wholly owned
subsidiary of a financial holding company resulting in its treasury
stocks converted to stocks of the financial holding company,
presents the shares in the financial holding company as treasury
stock. The financial holding company also presents the shares it
issued in exchange for those capital stock as treasury stock. In cases
that shares of the financial institutions with the same financial
holding company were held among each other prior to the share
swap, these shares, after the swap, are stated as equity investments.

Pension costs

The Bank recognizes pension costs on the basis of actuarial
calculations. Unrecognized net transition asset is amortized over 29
years.

Recognition of interest revenue and service fees

Interest revenue on loans is recorded at accrual basis. Under
regulations of the Ministry of Finance (MOF), no interest revenue is
recognized on loans and other credits extended by the Bank that are
classified as overdue loans. The interest revenue on those loans is
recognized upon collection on these loans and credits.

In addition, the unpaid interest on rescheduled loans should be
recorded as deferred revenue, and the paid interest is recognized as
interest revenue.

Service fee is recorded when a major part of the earnings
process is completed and realized.

Income tax

Provision for income tax is based on inter-period tax allocation.
The tax effects of deductible temporary differences, unused tax
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credits and operating loss carryforwards are recognized as
deferred income tax assets, and those of taxable temporary
differences are recognized as deferred tax liabilities. Valuation
allowance is provided for deferred tax assets that are not certain
to be realized.

Tax credits resulting from technology or equipment
purchases, expenditures for research and development,
employee training and stock investments are recognized in
current period.

Income tax on interest on short-term negotiable instruments,
which is levied separately, and any adjustment of income taxes
of prior years are added to or deducted from the current year's
tax provision.

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

Contingencies

A loss is recognized when it is probable that an asset has
been impaired or a liability has been incurred and the amount of
loss can be reasonably estimated. The loss is disclosed in the
financial statements when the loss might have already occurred
and the amount of loss cannot be reasonably estimated.

Foreign currency transactions

Foreign currency transactions (except forward contracts) are
included in the financial statements at their equivalent New
Taiwan dollars based on the following rates: Assets and
liabilities - current exchange rates; income and expenses - rates
prevailing on the date of each transaction. Exchange gains or
losses are credited or charged to income.

Forward contracts

For forward contracts conducted for trading purposes, assets
and liabilities are recorded at the contracted forward rate. Gains
or losses resulting from the difference between the spot rate and
the contracted forward rate on the settlement date are credited or
charged to income. For contracts outstanding as of the balance
sheet date, the gains or losses resulting from the difference
between the contracted forward rates and the forward rates
available for the remaining periods of the contracts are credited
or charged to income. Receivables arising from forward
exchange contracts are offset against the related payables as of
balance sheet dates.

Foreign currency swap contracts

Foreign-currency assets and liabilities arising from forward
exchange contracts, which are entered into for trading purposes,
The related
discount or premium is amortized over the contract period on
the straight-line basis. Receivables arising from foreign
currency swap contracts are offset against the related payable as
of balance sheet dates.

are recorded at the contracted forward rates.

Asset swaps
The Bank agrees to swap the fixed interest on its investment
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EFHE R EES Cash on hand

Al AR Negotiable certificates of deposit
Frin=E Checks for clearing

m-EFHETE=E

FHE % Due from banks
LiiAEIES Call loans to banks
O -#mWR3

EFEREES Reserves for deposits
R AT Deposit

in bonds for the floating interest for these bonds. There is no
exchange of notional principals (equal to the aggregate face
values of the bonds). For swaps entered into for hedging
purposes, the net interest upon each settlement is recorded as an
adjustment to interest revenue or expense associated with the
items being hedged.

Cross-currency swap

Cross currency swap contracts, which are intended for
hedging purpose, are recorded at their forward rates on the
contract dates. The interest received or paid under the contract
is recognized as interest income or expense.

Basis of translating financial statements

For the convenience of the reader, the New Taiwan dollar
financial statements were translated into U.S. dollars at the
exchange rates published by the Central Bank of China as of
December 31, 2002 and 2001, which, for US$1, were NT$34.78
and NT$35.007, respectively. The convenience translations
should not be construed as representations that the New Taiwan
dollar amounts have been, or could in the future be, converted
into U.S. dollars at this or any other rate of exchange. The
effects on the beginning balances of stockholders' equity
accounts of the application of the different exchange rates at the
beginning and end of the year were included in stockholders'
equity.

3.CASH

2002/12/31 2001/12/31

$ 2113599  § 1,963,659

10,369,560 3,349,047

2,400,106 2,359,776

$ 14883265  § 7,672,482

4.DUE FROM BANKS

2002/12/31 2001/12/31

$ 693476  § 834,155

5,066,470 10,083,676

$ 5759946  § 10,917,831

5.DUE FROM CENTRAL BANK OF CHINA

2002/12/31 2001/12/31
$ 9742971 § 5,458,166
2,374,403 2,610,604
$ 12,117,374 § 8,068,770
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. Lt by applying the prescribed rates to the average monthly balances of
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various types deposit accounts. Of these amounts, NT$5,268,678
THEZGHRERSRF - L+ —REATEE FH ¥ (US$151,486) and NT$5,147,918 (US$147,054) as of December 31,
o S RIES 268,678 T RKS5.147,918{F 7 » {F#EF 2002 and 2001, respectively, were restricted from use by the Bank.
ARBAHNEGHRERSEIGTHH > KRN TERE
JEE o
TCEBEARERES 6.SECURITIES PURCHASED
2002/12/31 2001/12/31
B EEEE Overseas securities $ 11,999,757 $ 9,300,084
[(HE = Commercial papers 8,355,044 7,419,702
B {ES Government bonds 6,525,929 12,894,083
1GZ2Rk2EFE Stocks and beneficiary certificates 3,715,258 3,460,493
FRIHES ENTE Corporate bonds and Bank debentures 1,425,802 3,799,453
g THEFEER Certificate of deposit 6,950,000 -
38,971,790 36,873,815
i fEIRER(EE S Allowance for decline in value 85,919 121,968
$ 38,885,871 $ 36,751,847
o EREHIE 7.RECEIVABLES - NET
2002/12/31 2001/12/31
Bl {EHFEE Credit cards $ 16,311,563  $ 9,237,928
R FIE Accrued interest 782,373 1,413,106
il g= Accrued income 266,736 582421
fEIG = e Acceptances 340,429 509,164
H i Other 745,472 803,200
18,446,573 12,545,819
i IR Allowance for possible losses 349,599 214,382
$ 18,096,974  § 12,331,437
A WFE - BEEREER 8.LOANS, BILLS AND DISCOUNTS - NET
2002/12/31 2001/12/31
Loans
FHERER Short-term $ 4861254 $ 56,199,204
E'j Eﬁf& ,T*_j( Medium-term 59,607,025 60,049,629
R Long-term 60,830,353 58,953,842
e ERIg Overdue loans 2,137,685 5,057,616
B LT Bills and discounts 1,128,439 598,857
172,316,026 180,859,168
e =t Allowance for possible losses 1,540,755 1,513,998
$ 170,775,271 $ 179,345,170
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As of December 31, 2002 and 2001, the loan and credit balances
for which accrual of interest revenues was discontinued, amounted to
NT$2,137,685 (US$61,463) and NT$5,057,616 (US$144,474),
respectively. The unrecognized interest revenues on these loans and
credits amounted to NT$315,806 (US$9,080) and NT$350,663
(US$10,107) for the years ended December 31, 2002 and 2001,
respectively.

For the years ended December 31, 2002 and 2001, the Bank carried
out legal procedures required before the Bank can write off credits.

The details of and changes in allowance for credit losses on loans,
discounts and bills purchased are summarized below:

7 + — 22 i3
2002
BFEEEREN 2BEHEHs . & &t
B < H k& € H B
Specific Risk General Risk Total
$ 1075932 § 438066  $ 1,513,998
7,820,012 998,096 8,818,108
( 8,949,253) - (8,949,253)
157,902 - 157,902
$ 104,593 $ 1,436,162 § 1,540,755
i + F =
2001
BFEEERELN 2BEEHE L & £t
B < B E#E £ H B
Specific Risk General Risk Total
$ 714245 § 895770 $ 1,610,015
2,402,390 (457,704) 1,944,686
(2,081,600) - (2,081,600)
40,897 - 40,897
$ 1,075,932 $ 438,066 $ 1,513,998

Since the third quarter of 2000, the economic and financial
environment has been beset by such factors as unstable domestic and
foreign conditions. Thus, the country's economic growth has
decelerated, investment is reduced, unemployment has risen, the stock
market is bearish, and the New Taiwan dollar has devaluated. Certain
business enterprises, including conglomerates and listed companies,
failed to meet their obligations when these obligations became due. To
stabilize the situation, the government has taken various economy-
boosting measures. Thus, the Bank's financial statements for the year
ended December 31, 2002 included provisions for possible guarantee
and other based on information available to the Bank, including
defaults to the extent they can be determined or estimated. These
estimated provisions do not include any adjustments that might be
required when related contingent liabilities become probable or
determinable in the future.
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ke Equity method:
EfHERR E.SUN Finance & Leasing Co
FWEHEERFILA E.SUN Securities Investment Trust Corp.
ERERE AL E.SUN Insurance Agent Co., Ltd.
EZ#HEEAE (£f#AF])  ESUNBIlls Finance Co.
EUFEEGESLT E.SUN Securities Corp.
R Cost method:
LT Listed Company :
ESRER AT
BB TNF United Micro Electronics
& EWAF Unlisted Company
EfESSRIAF Fu Bon Securities Finance Co.
GESHSEEE AT Taiwan Asset Management Corporation
o Other
i fEIEEREEE Allowance for possible losses

rtRE AR E L RERE AT RAEWALE
B BREURBRAREAAFFREREGHMER ZHM
BRI - BOEBURTLARGHMER 2 Y
HHEFE - FLFAABIURBAAALAIREZK G
tMER - M BREEY > KRBT FAEA - BEHE
LAz BEERERRAAREFLESHER
MiAR <+ HAFHTEHERERZRWATRESRR
AeZEsHzOnz =1 ERETHHEBTLAS
{0 34 5t 2% -

T+ BEEEHEE
FREEBEMANT
ERREE Buildings
BT Computers
B R B Transportation equipment
MR Miscellaneous equipment
+—-— HEthEE
AR, Foreclosed collaterals
FHIRES Refundalle Deposits
RIEEH - 29 Deferred charges - net of amortizatoin

AR E - 38

9.LONG-TERM EQUITY INVESTMENTS

2002/12/31 2001/12/31
& it i & i i
Carring value Ownership Carring value Ownership
$ 151,769 99.0 $ 154,553 99.0
154,570 45.0 133,045 45.0
32,744 79.0 15,090 79.0
- 3,222,992 64.2
508,277 45.0
3,749,586 125 -
200,451 - 200,451
155,857 2.6 155,857 2.6
100,000 0.6 100,000 0.6
210,228 210,228 -
4,755,205 4,700,493
- 35,795
$ 4,755,205 $ 4,604,698

The carrying value of the investments accounted for by the
equity method and the related income are determined on the
basis of audited financial statements of the investees, except for
E. Sun Insurance Agent Co., Ltd. Management believes that the
effect of adjustments, if any, arising from the audit of the
accounts of E. Sun Insurance Agent Co., Ltd. are not significant.

The total assets and operating income of the subsidiaries
were individually less than 10%, and collectively less than 30%,
of those of the Bank. Thus, the Bank did not prepare
consolidated financial statements.

10.ACCUMULATED DEPRECIATION

2002/12/31 2001/12/31
$ 299,590 $ 256,001
733,847 665,754
100,850 87,115
346,274 312,446
$ 1,480,561 $ 1,321,316

11.0THER ASSETS - NET

2002/12/31 2001/12/31
$ 181,364 $ 414,683
793,511 835412
64,665 28,997
1,269,546 -
$ 2,309,086 $ 1,279,092
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12.DUE TO BANKS

2002/12/31 2001/12/31
TSR Call loans from banks $ 12440831 $ 47725945
IATEZET Due to banks 1084978 1,674,882
BEBRETEE Bank overdrafts 94571 134397
$ 13,620,380 § 6,535,224

= EBHEIE 13.PAYABLES

2002/12/31 2001/12/31
JicADREtit=ti: Checks for clearing $ 2400106 $ 2,359,776
BTFIE Accrued interest 1,153,709 1,997,100
HFEE Acceptances 350,661 516,009
TR RER Income tax 254228 372,584
FETEA Accrued expenses 271,816 209,389
Hoftin BT ER Other 615,041 470,516
$ 5,045,561 $ 5925374

T FRIAE M

14.DEPOSITS AND REMITTANCES

2002/12/31 2001/12/31
TFHAIBETR Savings-time Deposits $ 76890277 $ 78,463,633
TERATERR Time Deposits 73,609,037 82,239,741
THHEE R Savings - demand Deposits 47,282,144 39,256,283
TEEATFRR Demand Deposits 24,044,297 18,188,448
TR T AR E Negotiable certificates of deposit 1,254,600 4,529,650
FEER Checking Deposits 2,608,613 2,308,028
[ o Remittances 50,632 43378
$ 225,739,600 $ 225,029,161
+F7 - RES 15.BONDS
2002/12/31 2001/12/31
NTEFEE—HE—FHERH Bonds issued on August 6, 2001 $ 3,000,000 $ 3,000,000
SRbES - LA SHEE have 3.76% interest, payable
T - BEEFE3.76% » EEEF  annually. Principal will be repaid
Bt E—7 » BHl—RER on maturity date (5 years after the
issue date).
2,000,000 2,000,000

ATEEE-HEZ A EEH
RIBfEEERES - L TFAR
FH BT - EEFRE42%
FEIEATE—R - FiTH
moFE—NES - LEEF
BE—I HERMEE

Subordinated bonds issued on
August 6, 2001 have 4.2% interest,
payable annually. Principal will
be repaid in five installments
starting on the third year from the
issue date and will be fully repaid
at the end of the seventh year.



TEEECHE RS
KNG EREES — LT —5FS
AT=HET - IR0
B E TR TR
5%~8.6% L+ A EAR E A
FlZ - BEGFEMTE—K
EE -

T EEE_HE A EH
KGR ERES — LT —FA
ATARET ARRENS
FEFERS 94% R R
PEETRANTE—2  ZH—
TER

ITEEECRE=AEN
HABERIES - LT —F A
AZT=A#%T - AnEA

% FFIER6% FiF B
FPFER AT E— - EIH

2002/12/31 2001/12/31

Four types of subordinated bonds were $ 1,700,000 $
issued on June 13, 2002; interest rate at

5%-8.6% minus 90 days interest rate of

commercial paper and is paid quarterly.

The principal will be fully repaid on the

maturity date (5 years after the issue date).

Four types of subordinated bonds were 1,300,000
issued on August 16, 2002; interest rate at

5.94% minus floating interest rate and is

paid semi-annually. The principal will be

repaid on the maturity date (5 years after

the issue date).

Five types of bonds were issued on 2,000,000
August 23, 2002; interest rate at 6% minus

floating interest rate and is paid

semiannually. The principal will be repaid

on the maturity date (5.5 years after the

—IiER issue date)
$ 10,000,000 $ 5,000,000
FHEATFHEEASHERESNERRES & The abovementioned 90 days interest rate of commercial paper and

B EEE EEH (Moneyline Telerate) Ffi[ZF I #

BHERZE-
TR OFER

floating interest rate were based on the average quoted interest rate of
Hong Kong's Moneyline Telerate.

16.INCOME TAX

(—) BFRIEHER (g BRHEBMT - a.Income tax expense (benefit)
2002/12/31 2001/12/31
BT T B IR ERR Income tax currently payable before tax credits $ 85,735 $ 347,875
SRFEAT S RE Net change in deferred income tax:
G Al Tax credits ( 10,139)
a0 ( 1,290,305)
i ARE Allowance for possible losses on loans, ( 35,365)
receivables and guarantees
\_b ngﬁﬁ%@ﬂ@ Unrealized foreign exchange gain ( 1,986) 18,258
LIgfe A gt da s 8,759 292,158
FAAOIEEE HNE10%F0 =R Adjustment of prior year's tax 14,052 .
EHRERSRER (Fl&) ¢ 1209249)  $ 658,291
(Z) RABEFEEHS (BE) HEEmEr b.A reconciliation of income tax expense (benefit) - current before

tax credits is shown below:

EoHicREEFEEARMERANNT -

2002/12/31 2001/12/31
FRENF &8 %= FRE (25%) Tax on pretax income at statutory rate(25%) $ 1,185014) $ 646,554
BBz iR
PSR AR E e 2 TR
Ao =E Permanent differences:
RIRATE Tax-exempt income ( 126,152) ( 268,780)
2 Others 59,106 ( 12,268)
SRFEAT 2R Temporary differences 1,337,795 ( 17,631)
B EEFE S PEET SR Tax currently payable $ 85735  § 347,875




(=) EZMASHEEREAE) zEREBEN

BETAIE (R

Fiki Tax credits
itk
TR R Allowance for possible losses on loans,
receivables and guarantees
FEIRMETE Unrealized foreign exchange gain
PRIEHTREEED-

I\ EMmER (BE)

AnAALT-—EEGREEEABRBART 2 AT
BRIZEATEREEENRCERERBREELHNEA
TEERATAE -

() mMEe—fAENR -

AT ER S AR

Balance of stockholder's imputed tax cre

ELAFSEATEEESR R BNBLES
16.10% -

FRANLT-EEBREEEA RUBEHTMES
B BETHERENERLETEER P HE - K8
RAE s HMBENELESE TIRE -

(8) W TEBEFBATAEE (&) Ufizfxs
BDFr8% 5260,568F T -

(A) ZLENT—BENTEERUGERERS
WM ENB2% -

() BEATELEELREATAEEALTZMH
FREAENZARBERERSAE -BAT=Z AT
W-~A+A - ATERATAEEALAAT FHEEHR
HELMERK T BLEWNSEZNE R A S EE
239,690fFx - MM BEREREEATES > & B
BEHZIAR - ALAAECHHERBEERERZRER
FATHRE - L EAGAATE - ATARLTEE
ZHBRREHESET BLAEMPE < 8K ML

80,785 fF & - M AT ZEATFRZLABANFESR
FoFRFACRATEERI AR - ERBGTHRERSR

EEBPAT-ENANAAEHERERTEEZEZNFE
MEEFATHRRARSF  HRHECLTER BRRREE
LR

dit

c.Deferred income tax assets (liabilities):

2002/1231 2001/12/31
$ 10,139 §
1,290,305
35365
( 66263) ( 68.249)
$ 1269546 (S 68.249)

Tax credits (resulting from employee training expenditures)
and loss carryforwards as of December 31, 2002 will expire in
2006 and 2007, respectively.

d.Imputed tax credit

2002/12/31 2001/12/31

$ 43303 § 160,128

Actual tax credit ratio for distributing earnings generated in
2001 was 16.10%.

There was a deficit in 2002. Thus, imputed tax credit shall
be allocated corresponding actual rate when earnings generated
in the future are appropriated.

e.The unappropratied earnings as of December 31, 2001
consisted of earnings of NT$260,568 (US$7,443), which were
generated before January 1, 1998.

f.The effective tax rates for 2002 and 2001 were about 25%.

g.Income tax returns through 1998, as well as 2000, have
been examined by the tax authorities. In the assessment of
1994, 1995, 1997, 1998 and 2000 tax returns, the tax authorities
denied the creditability of 10% withholding tax on interest
income on bonds pertaining to periods in which those bonds,
totaling NT$239,690 (US$6,892) were held by other investors.
In addition, the 1996, 1999 and 2001 income tax returns
included a reduction of NT$80,785 (US$2,323) in income tax
obligations, and the tax authorities have not yet examined those
returns. The Bank had accrued liabilities and written off any
assets recognized related to the foregoing withholding taxes as
part of income tax expense in 2001. In August 2002, the
Supreme Administrative Court decided that the Taipei National
Tax Administration find another disciplinary action to deal with
the withholding tax issue.
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17.STOCKHOLDERS' EQUITY

The Bank's Articles of Incorporation provide that the following
should be appropriated from the annual net income less any
accumulated deficit:

a.30% as legal reserve;

b.Special reserve, if needed; and

c.From any remainder

1)The following appropriations based on the amendment of the
Articles of Incorporation on June 20, 2002

2)94% as dividends

b)1% as bonus to directors and supervisors

¢)5% as bonus to employees

Also under the Bank's amended Articles of Incorporation, the
stockholders can decide not to declare any dividends or decide to
distribute only a portion of the distributable earnings.

Under the Bank's policy, cash dividends are the major portion of
the declared dividends. However, cash dividends should not be more
than 15% of capital stock if legal reserve is less than the total amount
of capital stock.

2)Before the amendment of the article of Incorporation on June 20,
2002, some of the appropriations were as follows:

2)90% as dividends

b)2% as bonus to directors and supervisors

¢)8% as bonus to employees

The dividend policy of the Bank is that the issuance of stock
dividends should have priority over the payment of cash dividends in
order to strengthen its financial structure. This policy is also intended
to improve the capital adequacy ratio of the Bank and keep this ratio
higher than the ratio set under government regulations. However, when
dividends are declared, cash dividends must be at least 10% of total
dividends declared, except when the resulting cash dividend per share
falls below NT$0.10.

Appropriations of earnings should be resolved by the stockholders
in the following year and given effect to in the financial statements of
that year.

On June 20, 2002, the stockholders resolved to appropriate from its
earnings NT$113,089 (US$3,252) as bonus for employees and
NT$28,272 (US$813) for directors and supervisors; these
appropriations were the same as those stated in the board of directors'
resolution dated February 27, 2002. Assuming the bonus to employees,
directors and supervisors was recognized as expense in 2001, the pro
forma basic earnings per share for 2001 will decrease from NT$1.08
(US$0.03) to NT$1 (US$0.03). As of January 24, 2003, the Board of
directors had not resolved the appropriations of earnings in 2002.

Information on the bonus for employees, directors and supervisors
can be accessed through the Web site of the Taiwan Stock Exchange.

Under the Company Law, the appropriation for legal reserve should
be made until the reserve equals the aggregate par value of the Bank's
outstanding capital stock. This reserve should only be used to reduce
or offset a deficit, or when the reserve reaches 50% of the aggregate
par value of the Bank's outstanding capital stock, up to 50% thereof can
be declared as stock dividend. The Banking Law limits the
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Pifiz ey BESABABRITTOERE -THKE
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T -EBEREE (Z8k)

W E\ E E F U KR % x OF OE B om
Reason of Redeem Beginning of the Year Increase
FLF—EEE Year 2002
HERGTEL 40,000 .
Transfer to employee
L+ FE  Year 2001
EHEEBTET 30,000 40,000

Transfer to employee
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appropriation for cash dividend and any bonuses to stockholders to
15% of aggregate par value of the Bank's outstanding capital stock
until the legal reserve equals the aggregate par value of the Bank's
outstanding capital stock.

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

Under a directive of the Securities and Futures Commission, the
Bank has to make the special appropriation from current year's
earnings and the unappropriated earnings generated in prior years
equal to the total debit balance of any stockholders' equity account
other than the deficit such as the "unrealized loss on investments in
shares of stock" and "cumulative translation adjustment" accounts.
The special reserve should be adjusted accordingly on the basis of the
debit balance of the foregoing stockholders' equity account as of year-
end.

Under the Integrated Income Tax System that became effective on
January 1, 1998, noncorporate resident stockholders are allowed a tax
credit for the income tax paid by the Bank on earnings generated in
1998 and onwards.

18.TREASURY STOCK

(EEAT : Th%)
& £ OB R D 7 E B ¥
Decrease End of the Year
40,000
30,000 40,000

The Securities and Exchange Law provides for the following:

a.The total number of shares that can be held in treasury is limited
to 10% of the number of total outstanding shares.

b.The maximum cost of reacquiring treasury shares is limited to the
sum of the balances of the retained earnings, paid-in capital in excess of
par value and capital surplus attributable to gain on sale of properties;

c.Using treasury shares to secure any obligations or commitment of
the Bank is prohibited;

d.The Bank is prohibited from exercising the rights of a with respect
to the treasury shares.

In March and November 2001, the Bank reissued 30,000 thousand
shares of treasury stock to employees. The reissuance price per share
was NT$10.

Under a directive issued by the Securities and Futures Commission,
if a financial institution repurchases its own capital stock pursuant to the
Securities and Exchange Law and becomes a wholly owned subsidiary
of a financial holding company, the shares in the financial institution are
considered treasury stock.



T BEER
THERER (BEE) ZAFROABEEAOT :

19.EARNINGS PER SHARE

The calculation of earnings (loss) per share is as follows:

S8 (DF) shREE (B (7
- FrE (5D i
i L. % (fFh i L. #
ELENER
h+—FF ($4,740,056)  ($3,510,807) 1,814,541 ($2.61) ($1.93)
HTFE $2,586,256  $ 1,927,965 1,793,179 $1.44 $1.08
T+ -BIEXR=E 20.PENSION PLAN

ALAHEXBITIERE - ##EME - wIM
B BIEHGIREREBRER AR EREN 24
S MEALAETREK EENREATHE  BERAS
BEEER BILER Gz IEEASHERER
CRBEERBMERRB ZETHFEENHE -

ALFAERAREERARERTIE®REZ S A
BINEREI 28  ODNFRGFHESFARTRER
BEHRGEF THH IEKERGEEZREEE
EBEFSHFASAAERE HRIEHKESERE
BEREER -

NT—EATEERERZBAHMNT

The Bank has a pension plan for all regular employees.

Upon

retirement, an employee will receive the Bank's contributions before
May 1, 1997, which were credited to his/her account, plus earnings
thereof and an amount calculated based on length of service after May
1, 1997 and monthly average basic pay for six months before
retirement.

The Bank makes monthly contributions, equal to 5.54% of salaries,
to a pension fund (the "Fund"). The Fund is managed by a workers
fund administrative committee and deposited in its name in the Central
Trust of China. The difference between the Bank's contributions and
the pension costs based on actuarial calculations is deposited in the
Bank's Business Department in the name of the employees pension

fund administrative committee.
Pension information for 2002 and 2001 is as follows:

2002/12/31 2001/12/31
i Service cost $ 64,783 $ 52,142
%%%?%i Interest cost 12,243 13,196
Rk E4E R TEAAZERA  Projected return on plan assets ( 15134)  ( 15,984)
s Amortization ( 1,100)  ( 1,100)
IRk A Pension cost $ 60,792 $ 48,254
AAFEBERGEHMETROT -
2002/12/31 2001/12/31
(DB ELIRERT BB a.Reconciliation of the fund status of the plan and
SHBk&B{EZFETT « accrued pension cost
BT Benefit obligation
PSS {TE#HE Vested benefit obligation $ 16,646) $ 16,381)
FER S TR Nonvested benefit obligation ( 210,087) ( 178.792)
BRIt TR Accumulated benefit obligation ( 226,733) ( 195,173)
R AR e o BL iy Additional benefits based on projected future ( 134,471) ( 110,912)
salaries
TEEHEAIT RS Projected benefit obligation ( 361,204) ( 306,085)
BRESEENTEE Fair value of plan assets 382,179 348357
PREE Funded status 20,975 027
REBFREN R ERE Unrecognized net transitional obligation ( 25504) 26,604)
FRWTRIRER (B Unrecognized net gain or loss 3792 16,101)
FEEHRR AR Accrued pension cost (included in payables) 6} 737) $ 433)




2002/12/31 2001/12/31

(DB b.Vested benefits $ 16,646 S 16,381
(DEHEE{TEBE RS - cActuarial assumptions
g Discount rate used in determined present values 3.5% 4.0%
R FRE A s Future salary increase rate 3.0% 30%
IRNE S E TR A Expected rae of retum on plan assets 3.5% 40%
(MRt E 4t EE B (BE2A0T d.Summary of changes in the pension funds
AF IR Contributions $ 60.488 $ 47853
HELEET Payment of benefits $ 33,832 $ 16.654

T BRAES

AAFEEUEMERAR (ALFZEAF) &
HYRRA (EUFEHEMAA  ZUHFEECESRLAARE
WEZEERNERLA) HBEAZTUXHESE
(EEWREGTEAARRE) HEGZHEIHESR
LARBEEZUEELE ZURBABALARE LE
HEEGRTLF  FURFARILE (FUHELH
BAZAASOYKRE) ENEHRGMAF (FAAET
EFZHAEAR) EZE EF )\ REEABREIRR
RERE - HENAHB L EAZEEHRENT ¢

21.RELATED-PARTY TRANSACTIONS

Significant related-party transactions pertain to (a) E.Sun Financial
Holding Company - parent company, with subsidiaries E.Sun Bills
Finance Co. (ESBF), E.Sun Securities Co., Ltd. (ESSC) and E.Sun
Venture Capital Co., Ltd. E.Sun Social Welfare Foundation (the funds
of which are donated by the Bank); (b) investees under equity method -
E.Sun Finance & Leasing Co., E.Sun Insurance Agent Co., E.Sun
Securities Investment Trust Corp. and E.Sun Technologies Co. (50% of
shares owned by E.Sun Finance & Leasing Co.); (c) Fu Bon Securities
Finance Co. (director of the Bank); and (d) certain directors,
supervisors, managers, and relatives of the Bank's chairman and
general managers.

The transactions with the foregoing related parties are summarized
as follows:

B RE
F B & & HEFp
For the Year ended S ﬁj /i Ty I&A (%}ﬁ)

December, 31 % to total Interest Rate(%)  Revenue(Expense)
HT—FE
FEZE - EIUES 4R/ Callloans to bank - ESBF $ - 157523 § 1,056
hid = Loans $ 792490 - 1.5:9.85 $ 21,992
EI < Deposits $ 4,410,005 2 0-13 $__ 75216)
B m =S 5 - EIIZ#&4  Securities sold under agreements to repurchase - ESBF $ 420,000 4 1.225-1.8 $ 608)
Rl Al
EUHFEE -ESSC 1270789 L L1525 ( 18,758)
FRONE] -
$ 1,690,789 15 ($ 19,366)
g EEazr 5 - EIlIE#s4: Securities purchased under agreements to resell - ESBF
Ry A $ 582,689 8 L152285 § 2,199
SEbES Bonds Payable $ 360,000 4 42 $  14456)
EABEHTE Securities purchased $ 1,304,524 3
FLTEE
a2 - E\Es5RT]  Call loans to bank - ESBF $ - - 242-49 $ 4,154
i G X Loans $ 808,573 - 245985 8 31356
I < Deposits $ 8157595 4 0-13 (S 400,127)
1% 3 Guarantees $ 39,000 1 0.4 219
[fEEESR% 5 - TIUE#4  Securities sold under agreements to repurchase - ESBF $ 149,000 1 2-4.7 $ 3,420)
REIYA]
FlEEE -ESSC 1526275 11 2-495 ( 34,517)
BT
$ 1,675,275 12 ($ 37937
g mE&y 5 Securities purchased under agreements to resell $ 199,464 4 2.25-4.8 $ 24,078
B AERTE Securities purchased $ 299,424 1
SEL{ES Bonds Payable $ 360,000 1 42 §  40431)
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he interest rates shown above are similar to, or approximate, those
offered to unrelated parties. However, the interest rates on deposits
given to managers of the Bank are the same as the interest rates on a
certain amount of savings deposits of employees.

Under the Banking Law, except for consumer loans and
government loans, credits extended by the Bank to any related party
should be 100% secured, and the terms of credits extended to related
parties should be similar to those extended to unrelated parties.

22.PLEDGED ASSETS

As of December 31, 2002 and 2001, certain investments in
securities with an aggregate face value of NT$676,900 (US$19,462)
and NT$779,300 (US$22,261), respectively, were deposited in the (a)
Central Bank of China to secure its potential obligations pertaining to
its trust activities, (b) courts of justice pursuant to various collection
cases on overdue loans, and (c) National Credit Card Center to secure
its potential obligations arising from its credit card activities, (d) with
other parties as refundable deposits.

As of December 31, 2002, certain negotiable certificates of deposit
aggregating $5,000,000 (US$143,761), which included in securities
purchased account, have been provided as collateral for day term
overdraft to comply with the Central Bank's clearing system of Real-
time Gross Settlement (RTGS). The unused overdraft amount at the
end of day can also be treated as the Bank's liquidity reserve.

23.CONTINGENCIES AND COMMITMENTS

Except for those mentioned in Note 27, the contingencies and
commitments as of December 31, 2002 were as follows:

a.Sales amounting to NT$6,979,034 (US$200,662) before February
14, 2003 of short-term negotiable instruments acquired for
NT$6,972,941 (US$200,487) under agreements to resell; and
repurchase for NT$9,349,447 (US$268,817) before May 20, 2003 of
short-term negotiable instruments sold for NT$9,334,723
(US$268,393) under agreements to repurchase:

b.Renewable lease agreements on premises occupied by the Bank's
branches, which will expire on various dates before 2012. Rentals are
calculated on the basis of the leased area and are paid monthly,
quarterly or semiannually. As of December 31, 2002, refundable
deposits on these leases totaled NT$687,386 (US$19,764) (shown as
part of "other assets" account. Rentals for the next five years are as
follows:

YEAR Amount
2003 $ 210,701
2004 182,295
2005 123,426
2006 93,731
2007 52,072

Total rentals for 2008 to 2012 will aggregate to NT$165,484
(US$4,758). The present value of these rentals is NT$148,128
(US$4,259) based on 1.4% annual interest.

c.Agreements for the acquisition of land and building, construction
of a building and various purchases related to the improvements of
existing premises occupied by its branches. Total contract amount is
approximately NT$647,728 (US$18,624). As of December 31, 2002
the remaining unpaid amount was approximately NT$493,554
(US$14,191).
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Hd - BEATHITE $10,221,460 1.25 $3,258,705 3.74
FHERITE % 5,836,637 1.63 10,080,892 3.76
FHERAT 5,210,678 2.46 6,356,207 3.69
B IEGRES 32,947,556 4.14 28,250,964 6.85
M- EERAER 165,292,897 498 166,169,420 6.89
i B A &
IR 5,950,803 1.84 2,760,183 4.59
TEEATERR 18,282,262 0.74 14,321,967 1.50
EHE SRR 44,742,793 1.73 32,535,313 3.43
FHAFE R 74,309,578 245 81,668,250 438
EHEETER 75,850,097 2.92 78,028,540 4.57
Al AR 2,600,000 2.26 6,282,434 4.65
HRIES 7,700,733 3.34 2,027,397 3.91

d.Trust-related items, as shown in the following balance sheet and
property list of trust items:

BALANCE SHEET OF TRUST
December 31, 2002

Total Assets Total Liabilities

$ 12,467,504 M
PROPERTY LIST OF TRUST
December 31, 2002

INVESTMENT ITEMS w ¥ 4 E
Employee deposit trust $ 1,702
Security investment trust fund 10,735,390
Bonds 1,533,806
Stocks 196,606

$ 12,467,504

24 .CAPITAL ADEQUACY RATIO

The Banking Law and related regulations require that the Bank
maintain its stand-alone and consolidated capital adequacy ratios
(CAR) at a minimum of 8%. In addition, if the Bank's CAR falls below
8%, the Ministry of Finance may impose certain restrictions on the
amount of cash dividends that the Bank can declare or, in certain
conditions, totally prohibit the Bank from declaring cash dividends.

As of December 31, 2002 and 2001, the stand-alone CARs of the
Bank were 10.38% and 11.01%, respectively. The consolidated CAR as
of December 31, 2002 was 10.51%.

25.AVERAGE AMOUNT AND AVERAGE INTEREST
RATE OF INTEREST-EARNING ASSETS AND

INTEREST-BEARING LIABILITIES
Average balance is calculated at the daily average balance of
interest-earning assets and interest-bearing liabilities.

2002 2001
Interest-earning assets Average Average Average Average
_ Balance _ Rate} _ Balance _ Rate }
Cash -negotiable $10,221,460 1.25 $ 3,258,705 3.74
certificates of deposit
Due from banks 5,836,637 1.63 10,080,892 3.76
Due from Central Bank 5,210,678 2.46 6,356,207 3.69
of China
Securities purchased 32,947,556 4.14 28,250,964 6.85
Loans, discounts and 165,292,897 4.98 166,169,420 6.89
bills purchased
Interest-bearing liabilities
Due to banks 5,950,803 1.84 2,760,183 4.59
Demand 18,282,262 0.74 14,321,967 1.50
Savings-demand 44,742,793 1.73 32,535,313 3.43
Time 74,309,578 2.45 81,668,250 4.38
Savings-time 75,850,097 2.92 78,028,540 4.57
Negotiable certificates of 2,600,000 2.26 6,282,434 4.65
deposit
Bonds payable 7,700,733 3.34 2,027,397 391
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26 .MATURITY ANALYSIS OF ASSETS AND

LIABILITIES

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

collection. 2002
Due between
Due inone one year and Due after
Assets year seven years Seven Years Total
Cash $ 14883265  § - 8 - $ 14883265
Due from banks 5,759,946 - - 5,759,946
Due from Central Bank 12,117374 - - 12,117,374
of China
Securities purchased 38971790 - - 38,971,790
Receivables 18,446,573 - - 18,446,573
Loans, discounts and 67.867,168 45,651,540 58,797,318 172,316,026
bills purchased
$ 158046116 $ 45651540 § 58797318 $ 262494974
Liabilities
Due to banks $ 13,620380 $ -3 - $13,620,380
Payables 5045561 - 5,045,561
Deposits and remittances 215841215 9,898,385 225,739,600
Bonds payable - 10,000,000 - 10,000,000
$234,507,156 $19,898385 $ $ 254,405,541
2001
Due between
Due inone one year and Due after
Assets year seven years Seven Years Total
Cash $ 7672482 $ - 8 - $ 7672482
Due from banks 10917,831 - - 10,917,831
Due from Central Bank 8,068,770 - - 8,068,770
of China
Securities purchased 36873815 - - 36,873,815
Receivables 12545819 - 12,545,819
Loans, discounts and 74,820,715 48,369,393 57,669,060 180,859,168
bills purchased
$150.899432 $48369,393 § 57669060 _$ 256,937,885
Liabilities
Due to banks $6,535224 $ - S $ 6535224
Payables 5925374 - 5,925,374
Deposits and remittances 216,179916 8,849,245 - 225,029,161
Bonds - 5,000,000 - 5,000,000
$228640514 $13,849245 $ $242,489,759

27.FINANCIAL INSTRUMENTS

a.Derivative financial instruments

The Bank uses forward exchange and swap contracts as hedge
instruments for foreign currency exposures primarily related to its
clients' import obligations and export receipts and remittances. It also
uses these contracts to cover its own exposures. Furthermore, the Bank
uses cross-currency swap contracts and asset swap contracts to hedge
its exchange rate and interest rate exposures, respectively.

Credit risk represents the exposure of the Bank to potential losses
due to defaults by counter-parties. To manage this risk, the Bank
reviews the credit history and credit rating of individual customers
before entering into any derivative contracts with customers. The
general terms of the acceptable arrangements (including maximum
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limits on contractual amounts and, if necessary, required guarantees)
are approved by Bank based on the results of the reviews. The
transactions are carried out within the approved terms and limits.

The acceptability of doing business with another bank is evaluated
on the basis of its world ranking and credit rating. The evaluation also
covers determining the limits on contractual amounts with respect to
the bank counter-parties, and the transactions are made within this
limit.

The contract (nominal) amounts, credit risks, and fair values of
derivative transactions as of December 31, 2002 and 2001 were as
follows:

December 31, 2002 December 31, 2001

Trading Purpose Contract Credit Fair Contract Credit Fair
(Nominal) Risk Value (Nominal) Risk Value
Amount Amount
Forwardexchange  $ 406098 $4715 ¢ 1363 $ 822,602 $ 299 ($ 3,203)
contract
ign currenc: 8,628,331 28,623
Foreign cumency (@6417) 5100436 22196  ( 19,649)
swap contract
Non-Trading Purpose
Asset swap contract 5,140,871 3258 ( 167,563) 2,316,063 24,549 ( 9,542)
Cross currency 3,300,000 - (187.326) 690.000 - (16294)
swap contract

The Bank calculates the fair value of each forward contract at the
forward rate for the remaining term, quoted from Reuters or Telerate
Information System.

The contract or notional amount is used to calculate the amounts for
settlement with the counter-parties, so it is neither the actual amount
delivered nor the cash requirement for the Bank. Also, the Bank has to
ability to enter into derivative financial transactions at reasonable
market terms. In addition, the Bank does not expect significant cash
flow requirements to settle these transactions.

The gain and loss on the derivative transactions are as follows:

Trading purpose 2002 2001
Forward contract(under exchange gain) $ 3,836 $ 3,595
Foreign currency swap contract
Interest revenue $ 30,088 $ 23,900
Interest expense ( 14,767) ( 20,394)
$ 15,321 ($ 3,506)
Non-trading purpose
Asset swap contract $ 17,342  $ 52,815
(under exchange gain)
Cross currency swap contract: 45,424 9,554
Interest revenue ( 33,088) ( 9,116)
Interest expense $ 12,336 $ 438
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b.Fair value of nonderivative financial instruments
Methods and assumptions used in estimating the fair value of
nonderivative financial instruments were as follows:

December 31,2002 December 31,2001

Assets Carrying Value ~ Fair Value ~ Carrying Value  Fair Value

SSEE (BRI 8 $261313212 $261312212  $255922949  $255922949

ELomEr
EHALE B 4755205 4949343 4664698 4550339
& ® 8 f#
SATE ([ERISTIEEE 254612212 254612212 242553744 242553744
HraREE
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Assets of which the fair valueisthe ~ $261,313212  $261312212  $255922949  $255922.949
same with the carrying value
Long-term equity investment 4755205 4949343 4,664,698 4550339

Liabilities

Ht—FE L EE
BAFEEEE $ 138,459,413  $ 71,185,958
IREER MEE AR 7,267,006 7,711,371
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Liabilities of whcih the fair value is 254612212 254612212 242553744 242553744
the same with the carrying value

1)The carrying values of cash, due from banks, due from Central
Bank of China, receivables, due to banks, payables and remittances
approximate fair values because of the short maturity of these
instruments. The carrying value of other assets and other liabilities also
approximate the expected cash inflows or outflows at settlement dates;
thus, their carrying value also approximates its fair value.

2)If market prices for securities purchased and long-term stock
investments are available, the fair value of these financial instruments
should be based on the market price. If market prices are unavailable,
then their carrying value will represent current fair value.

3)Loans, bills and discounts, deposits and bonds are interest-
bearing financial assets and liabilities. Thus, their carrying value
represents current fair value.

Only the fair values of financial instruments were listed above,
thus, the total of fair values listed above does not represent the fair
value of the Bank.

c.Financial instruments with off-balance-sheet credit risks

Under normal business operations, the Bank is a party to
transactions involving financial instruments with off-balance-sheet
risks, such as issuing credit cards, extending credit facilities and
providing financial guarantee and obligations under letters of credit
issued. Generally, these transactions are for one year.

The interest rates for loans ranged from 1.5% to 18.25% in 2002
and 2.5% to 18.25% in 2001. The highest interest rate for credit cards
was 19.71% in both 2002 and 2001.

There is no concentration of maturity dates in one particular period
that would potentially result in liquidity problems to the Bank.

The contractual amounts of financial contracts with off-balance-
sheet credit risks as of December 31, 2002 and 2001 were as follows:

Since many of the commitments are expected to expire without

2002 2001
Credit card commitments $ 138,459,413  $ 71,185,958
Guarantees and issuance of 7,267,006 7,711,371

letter of credit

being drawn upon, the total committed amounts do not necessarily
represent future cash requirements. The total potential loss (without
considering the value of any collateral) in case of default by counter-
parties is equal to the above contractual amounts, if completely drawn
upon.

The Bank evaluates the creditworthiness of each credit application
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case by case, taking into account the applicant's credit history, credit
rating and financial condition. Collateral, mostly in the form of real
estate, cash, inventories and marketable securities, may be required
depending on the evaluation result. As of December 31, 2002 and
2001, about 55% and 61%, respectively, of total loans granted and
from 15% to 20% of the aggregate guarantees and letters of credit
issued, were secured. No collateral is required credit card facilities but
the credit status of each credit cardholder is closely monitored.
Depending on the results of credit status monitoring, appropriate
measures are adopted, including amending the credit limit and, if
necessary, cancellation of the facility.

d.Information on concentrations of credit risks

The concentration of credit risk exists when a counter-parties to
financial transactions are individuals or groups engaged in similar
activities or activities in the same region, which would cause their
ability to meet contractual obligations to be similarly affected by
changes in economic or other conditions. For the Bank, concentrations
of credit risk do not involve individuals but industry groups, as
follows:

December 31,2002 December 31, 2001

Amount ¥ Amount %

Loans - by industries

Real estate $10,781,117 7 $17,054,580 9

The net position on foreign-currency transactions is shown below:

Currecncy December 31,2002 December 31,2001
U.S Dollars $ 192,453 $ 268,504

28.ADDITIONAL DISCLOSURES
Following are the additional disclosures required by the Securities
and Futures Commission:
a.Related information of significant transaction and investees:
The reqrired information has been disclosed on Table 1 to 4.
b.Investment in mainland China-none.

29.SEGMENT AND GEOGRAPHIC INFORMATION

The Bank's operations all belong to one business segment, namely,
banking. Also, all overseas units individually represent less than 10%
of the bank's operating revenues and 10% of it total assets. Thus, no
segment and geographic information is required to be disclosed.
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E.SUN COMMERCIAL BANK, LTD.

MARKETABLE SECURITIES HELD

Table IT December 31, 2002
= iz prpy n
HHZLE HEES RGH EREESR R FIRE Decemta51. 2001
T ecember 31,
Held Company e e TT AR .
Marketable Securities Type | Relationship with Financial Statement | fgl (i /% A E plameE TR e # =
ercenmneo 2 a
Name and Name the Company Account g ffhares | Carrying Value Ownership MLt Vatee et Note
E (U 2 8 T e = Stock
E.sun Commercial
Bank, Ltd. fm@ﬁg ol e = | e SLE B ] =34 309,849 $3,749,586 12.53 $4,049.729
E.Sun Finance Holding Co. Parent company Long-term equity investment
B RS SR RER S 7 - EmlEE 16,148 155,857 2.56 192,531
Fu Bon Securities Finance Co. Long-term equity investment
SLIHE BRI R L 7 - Bk 80 800 0.40 1,153
Taipei Forex Inc. Long-term equity investment
FEE BARRERS A - e 5,000 50,000 4.67 48,837
Apex Venture Capital Corp. Long-term equity investment
LRI TSR R R A - F it 900 9,000 0.45 10,481
Taiwan Futures Exchange Co..Ltd. ) Long-term equity investment
E 48 & P A R Ak B R R B ) | RIS 19,600 151,769 98.99 151,769
E.Sun Finance & Leasing Co. Investee under equity method | Long-term equity investment
=TS B ERS A - Rl E 750 23,428 4.90 19,940
Gapural Incorporated Long-term equity investment
B WL PR 0 5] - EfRE 4,550 45,500 114 64,476
Financial Information Service Co., Ltd. Long-term equity investment
A% BERGERL § - EHRE 2,700 27,000 4.99 25,903
National Venture Capital Corp. Long-term equity investment
F {76 (LIE AN S R 4 A RS B s | B 1280 32,744 79.00 32,752
E.Sun Insurance Agent Co., Ltd. Investee under equity method | Long-term equity investment
EEE ERBRAAR 55 - R 450 4,500 5.00 2,767
Bank-Pro E-Service Technology Co.Ltd. Long-term equity investment
BRET M ERLE - E i 3,957 200,451 0.03 94,445
United Microelectronic Corporation ) Long-term equity investment
FILEF REEERRE FLF 9 ST B L] B E 13,500 154,570 45.00 154,575
E.Sun Securities lnveslmem Trust Corp. Investee under equity method | Long-term equity investment
Ll EEE B B A - E SR 10,000 100,000 0.57 103,616
Taiwan Asset Management Corporation Long-term equity investment
LR EERERAE L F - 5,000 50,000 3.33 57,449
Taiwan Financial Asset Service Corporation Long-term equity investment
E 48 & 2 A I =z Stock
E.Sun Finance &
Leasing Co. BT 4 F - 518 25,707 - 12,359
United Microelectronic Corp. Short-term investment
FEGM i F - fadiid g - 36 - 10
Acer Compulcr Corp. Short-term investment
& R S A zx« - 2,284 28,669 - 17,813
Taiwan Inlernduondl Securmes Corp. Short-term investment
B OES B 0E R AE - e 424 6,559 - 5,956
SinoPac Holding Co., Ltd. Short-term investment
sfleF HERGERL § - =34 300 3,600 6.00 4,253
National Venture Capital Corp. Long-term equity investment
ggﬁgqg EErEE R - F R 2,000 20,000 3.50 18,168
Gigaramas Semiconductor Device Corp. Long-term equity investment
‘amsrlrf £ H R L 5] - F A E 857 17,790 3.40 3.304
Gigaramas Semiconductor Device Corp. ) Long-term equity investment
E LR (tlﬁklﬂﬁﬁm ﬁ‘.-?] I B E) 324 8,309 20.00 9.871
E.Sun Insurance Agent Co., Ltd. Investee under equity method | Long-term equity investment
F 18 A E R P 1 G B ] | R A 500 4,472 50.00 4,241
E.Sun Technologies Co., le Investee under equity method | Long-term equity investment
E 177 % 58 P i AR o S R e e | BRIk E 300 2,968 100.00 2,968
E.Sun Marketing C onsul‘lng Co., Ltd. | Investee under equity method | Long-term equity investment
g;u{gwjﬁ BERaER L F - EMRE 950 30,393 6.20 25,231
Gapura Incorporated Long-term equity investment
& 5 Bonds
%832 - - 3,212 - 3.212 2
Cemml Government Bonds - 832 Long-term equity investment fEmE AR
{85 - B E - 1,063 - 1,063 | AZREE
Cen[ral Government Bonds - 854 Long-term equity investment
Pledg
EE SRR | E R0 R MR K RES | FATIENE R - 100,668 - 100,668 | baedze ot e
| Bonds - issued by E:Sun Bank Parent company Long-term equity investment pursuant to
E.Sun Securities collection case
Finance Co. on overdue
loans




FEERTRABER LA

E.SUN COMMERCIAL BANK, LTD.
RERAERELA-AEBEFLEEEF oW R B REA BT 22 +0 L
MARKETABLE SECURITIES ACQUIRED AND DISPOSED CF AT COSTS OR PRICES OF AT LEAST
NT$100 MILLICN OR 20% OF THE PAID-IN CAPITAL

= EEALT —H£E
For THE YEAR ENDED DECEMBER 31, 2002 Wi FoETR
Table III Unit:NT$1,000
. g ﬁ B B | BRG] rHHE Nﬁf&f i 5 Iy 5 4 gg #*
Company BMEEE S @ Financial | Counter- L‘"ﬁ_" Beginning Balance Acquisition Disposal Ending Balance
. Marketable Securities e
Name Tooe and Name | JCement| Party | onship| pogtie | & % | BBieem | & | Bfieew | & OB | EERT | @50EE | BSrm | & @
ped Account Shares Amount Shares Amount Shares Amount |Carrying Value| Gain on Disposal Shares Amount
FELEHRE | SMEOIERE—M |RARE | LR | EE— S8 $200,000 $200,000 | $, $ $
CEFL & — g A 5 Longlemogiy | geffze | @
Bonds-issued by investment E.SunBills | Same
E.Sun Securities | TaiShin Bank Finance group
Investment Co.
Turst Co. T RO0ER E— | BmEE EUEH | mE— 201,505 104,643 100,837 3,806 100,668
B — g R Longtemequity | @5 | fhpg
Bonds-issued by investment E.Sun Bills | Same
E.Sun Bank finance group
Co.
IEEEFRONERAT
E.SUN COMMERCIAL BANK, LTD.
AEREARENIEM N mEELAMBAER
NAMES, LOCATIONS, AND OTHER INFORMATION OF INVESTEES ON WHICH
THE COMPANY EXERCISES SIGNIFICANT INFLUENCE
For the Year Ended December 31,2002
e )
By EET
Table ¥ Unit:NT$1,000
BT p ’ B E &3 HAAR
BELE | b ok ow s FOE W) AE ) E BB R ohing nvesment mEEsd|Eme Wt
& % HE | H g Amount Balance as of December 31,2001 | 4 47 48 |4 & 8 2
Investor Locaion | Main B Net Income(Loss) [ Investment Note
Company Investee Company and Products EgouEEd ke e B | thE .(‘%?@15 of the Investee | Gain(Loss)
Dec.31,2001 | Dec.31,2000 Shares % Value
FUBEET | EUEESAT i | SERRERSCE $196,000 | $196,000 | 19,600 | 9899 | $151,769 |($ 2,812) | ($ 2,784)
E.Sun E.Sun Finance & Leasing Co. Taipei | BHEHF TR
Commercial Leasing and sale of
Bank, Ltd. machinery and
equipment
ElREBREA ZF s | ASREEEAR 3,950 3,950 1,280 | 79.00 32,744 23,733 18,670
E.Sun Insurance Agent Co., Ltd. Taipei | Life insurance agent
EUBEREEERAT Bir | REICEREL S 135,000 135,000 | 13,500 | 4500 154,570 47,835 21,525
E.Sun Securities Investment Taipei | The fund for investment
Trust Co. with full discretionary
authorization received
from customers
EWwHEL S Lk | ASREIRE AR 1,800 1,800 324 | 2000 8,309 23,733 4747
E.Sun Finance EREREA AT Taipei | Life insurance agent
& Leasing Co. E.Sun Insurance Agent Co., Ltd.
Sib i | ERERRERER 5,000 5,000 500 | 5000 4472 | ( 1,200) | ( 1,646)
EWEER AT Taipei | BEEZE
E.Sun Technologies Co., Ltd. Provide service for
information software and
computer installation
£ | RS B AR E 3,000 - 300 | 100.00 2,969 | ( 32) | ( 32)
E AT BT A IR B | Taipei | HF5
E.Sun Marketing Consulting Fund for investment with
Co., Ltd. full discretionary
authorization received
fiom customers




" HBERIREEERZETE DN

Review and Analyses of Financial Status and Results

(—) EXERALHREBEERE M

Review and Analyses of Sigrificant Capital Bxpenditore and Related Capinl Resources

LEARAIHCEAREREERE

Scheduled Cash Outflows and Captal Resources for Sigrific ant Capital Expe nditure

Bf  REEfn
Unit:NT$1,000

LEIER H PR TEEA ﬁéﬁiﬁaﬁﬁbﬁ MEEEHE EEaET TS ER B
FEEFE | ActalEmedted . . Actual/Expected Cash Flow Schedule
Items Actual/Expected CCmomp)l?tzccll Total Required
Capital : 90 91 92 93 94 95 96 &
Resources Date Capital 2(%1lg 2(%? 2(%3lg 2(*5)%? 2(%3g 2(%(’? 2007
RBITE WS KB FHE 91.05 162,798 100,824 30,000
TIiE
KFE TS mA 90.03 131,900 131,900
34T S TAE 91.12 50,374 50,374
AT 20478 #d 91.05 7,340 7,340
AR
M L iTERE A 92E & 8,000 8,000
WAT KR cﬁa%mlsﬁk 924 & 2,800,000 1,400,000 | 1,400,000
e hig 92 & 1,000,000 500,000 166,666 | 166,666 166,668
B IT SRR A 93 & 8,000 8,000
IR R 93 & 1,000,000 130,000 120,000 120,000 118,350
BT SRR A 94 & 8,000 8,000
R UL sITERM A 95 & 8,000 8.000
A ST B R A 96 & 8,000 8,000

zﬁ% E.[EE E E ﬁ?ﬁ Expected Benefits
BESTEEBEFENAREE ST, CUMMNECTEEREHENE -

Purchasing and constmeting branches as well as the Second Admiristration Building will reduce rent experges but increase the gain of property investment.

( _ ) f’ﬁéﬂ'lﬁﬁ*ﬁ Analyses for Liquidity
1.REZFERSM DN Liqudity Anlyses of 2001 and 2000

Cash flow ratio

= FRE 914 0% i) o
Ttem Year 2002 2001 i@C(h?;)ges(‘;b)j ’
BamERE (F) 14.92 3 o i wwew

EamEaghts (§)

Cash flow adequacy ratio 52.67 5.37

47.30

BEaRfEhE )

Cash re-investments ratio 179 5F mow

i wow

R IER ST S - FERERESPREMARNERIESREAE LR -

Note : Cash flow adequacy ratio is up for the increase of net cash inflow in operating activities this year .

i AEREERESRFREeRESAE - MATOH -

Note : No analysis for net cash used in operating activities.




2.% 5{6 — E i) il @j 4 ‘j} $ﬁ‘ Liquidity Analyses for the Coming Year

By o
Unit:NT$1,000

TRt 2R EEE ARt 2aER . TERM R &R B Z it
HEHTIE & 4R () REIPRESHEQ) S E(3) REFREHECT ) Response for expected cash deficit
i Expected net cash E d cash BIEE(D+(2)-(3) — -
Cash balance, - xpected cas a8l a8l
flows from operating . Expected cash
beginning of year activities for the outflows for the o Plans of investing Plans of financing
coming year whole year surplus(+) / deficit(-) activities activities
14,883,265 2,500,621 9,444,032 7,939,854 - -

(E) Egﬁ%g]\*ﬁ Operating Result Analyses

1B -EEEBRE RS Opemting Result Analyses of 2002 and 2001

B e

Unit:NT$1,000

- T nt—Eg ntEE RIS Changes
Item 2002 2001 4%6 Amount H45l(%) Ratio
& A Operating revenue $ 14,315,778 $ 16,986,778 $ 2,671,000) (16)
B 5K A Operating costs 15313456 11,441,379 3872077 34
2 FIGross profit ( 997,678) 5545399 ( 6543.077) (118)
B %5 FAOperating expenses 3,667,837 2,963,268 704,569 24
& 2471) ZNet operating income ( 4.665.515) 2,582,131 ( 7,247,646) (281)
%51 IJ1 ) Non-operating income 26,107 27,339 ( 1232) 3)
2341 B FANon-operating expenses 100,648 23214 77434 334
FRATHE ZIncome before income tax ( 4,740,056) 2,586,256 ( 7.326312) (283)
Bi7 {545 B AIncome tax ( 1,229,249) 658,291 ( 1,887,540) 287
F#5Net income &) 3,510,807) $ 1,927,965 $ 5438,772) (282)
IR E AT A

LEERF - TRRFERREGEF BRI TH AR » RS -
2EREM - TERFTFERNREM FES - LM ABRTHE BT -

BEENEA  IERAFEERIAEE R R ERRER RN -

4FritRflE - TERFFEEERIEE  SREMSRERE R -
Notes: 1.Operating costs : increased by allowance ofr possible lossed for cooperating with government's policy of write offs.
2.0Operating expenses : increased by salary and marketing expenses for the extnsion of credit card business.
3.Non-operating expenses : increased by unrealized loss of foreclosed collaterals.
4.Income tax : berefit increased by deferred income tax assets for the negative taxable income.

2.8 2B E AT Analyses of gross profit changes
ﬁE‘c ‘/ﬁ’ 25 H f ° Not availatle for barks
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With our heartfelt appreciation and eternal blessing.

EUBRRTRBERLT

E.SUN Commercial Bank, Ltd.
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