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INDEPENDENT AUDITORS’ REPORT

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

We have audited the accompanying balance she&sSofN Commercial Bank, Ltd. as of December 31, 2011
and 2010, and the related statements of incomengelsain stockholders’ equity and cash flows for ykars
then ended. These financial statements are tipemswbility of the Bank’s management. Our resploifisy

is to express an opinion on these financial statésnbased on our audits. However, we did not atit
financial statements of the Bank’s Los Angeles Bhafor 2010. The Branch’s total assets were 1.36%
(NT$14,595,045 thousand) of the Bank’s total asastsf December 31, 2010. The Branch’s net reverase
1.42% (NT$238,309 thousand) of the Bank’s net reeen 2010. The Branch’s financial statements teeh
audited by other auditors whose report has bearished to us, and our opinion, insofar as it reldatethe
amounts included for the Branch, is based soleltherreport of the other auditors.

We conducted our audits in accordance with the KR@leverning the Audit of Financial Statements ofaRicial
Institutions by Certified Public Accountants andliing standards generally accepted in the Repulblichina.
Those rules and standards require that we planparfdrm the audit to obtain reasonable assuranoetab
whether the financial statements are free of natenisstatement. An audit includes examining, otles
basis, evidence supporting the amounts and digelesa the financial statements. An audit alsduies
assessing the accounting principles used and mignifestimates made by management, as well agativel
the overall financial statement presentation. Wkele that our audits and the report of the othatitors
provide a reasonable basis for our opinion.

In our opinion, based on our audits and the repbthe other auditors, the financial statementgrrefi to
above present fairly, in all material respects, financial position of E.SUN Commercial Bank, Ltas of
December 31, 2011 and 2010 and the results ofpigsations and its cash flows for the years there@nih
conformity with the Guidelines Governing the Prep@n of Financial Reports by Public Banks, Guides
Governing the Preparation of Financial Reports bguities Firms, requirements of the Business Anting
Law and Guidelines Governing Business Accountitguvant to financial accounting standards, and atiiog
principles generally accepted in the Republic oih&h

As stated in Note 9 to the financial statementioiong the Financial Supervisory Commission’s éettlated
November 21, 2011 (Ref. No. 10010006830), the Bk raised the coverage ratio of allowance foripless
losses on loans to over 1% in the last quarteOafi 2

March 16, 2012
Notice to Readers

The accompanying financial statements are interaigyg to present the financial position, resultoperations
and cash flows in accordance with accounting ppfes and practices generally accepted in the Republ
China and not those of any other jurisdictions. eT$tandards, procedures and practices to audit such
financial statements are those generally acceptetlapplied in the Republic of China.

For the convenience of readers, the auditors’ répord the accompanying financial statements hawn be
translated into English from the original Chinegrsion prepared and used in the Republic of Chinéthere

is any conflict between the English version and thiginal Chinese version or any difference in the
interpretation of the two versions, the Chineseglaage auditors’ report and financial statementslispeevail.

-1-



E.SUN COMMERCIAL BANK, LTD.

BALANCE SHEETS
DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Par Vale)

ASSETS
CASH AND CASH EQUIVALENTS (Note 4)

DUE FROM THE CENTRAL BANK AND CALL LOANS TO OTHER
BANKS (Note 5)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LSS, NET
(Notes 2, 6 and 31)

SECURITIES PURCHASED UNDER RESELL AGREEMENTS (Noges
and 7)

RECEIVABLES, NET (Notes 2, 8, 30 and 31)
DISCOUNTS AND LOANS, NET (Notes 2, 9, 30 and 31)

AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET (Notes 210, 11
and 31)

HELD-TO-MATURITY FINANCIAL ASSETS, NET (Notes 2, 12nd 31)
OTHER FINANCIAL ASSETS, NET (Notes 2, 13 and 31)
PROPERTIES, NET (Notes 2 and 14)
INTANGIBLE ASSETS (Notes 2 and 15)
OTHER ASSETS, NET (Notes 2, 16, 24, 30 and 32)

Idle assets, net

Rentable assets, net

Refundable deposits

Others

Total other assets, net

TOTAL

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated March 2612)

Percentage
Increase
2011 2010 (Decrease)
Amount Amount %
$ 19,931,437 $ 11,159,112 79
45,016,416 46,729,253 (4)
52,152,745 54,900,270 5)
29,789 1,439,552 (98)
42,260,221 35,891,606 18
656,008,834 599,161,337 9
52,860,765 47,546,797 11
253,283,859 254,655,585 )
3,497,546 2,801,199 25
15,599,517 14,194,456 10
4,036,275 3,991,910 1
345,993 85,125 306
870,339 628,507 38
1,229,609 1,225,445 -
221,648 230,377 4)
2,667,589 2,169,454 23
$ 1,147,344,993 $ 1,074,640,531 7

LIABILITIES AND STOCKHOLDERS’ EQUITY
DUE TO THE CENTRAL BANK AND OTHER BANKS (Net17)

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
(Notes 2, 6 and 21)

SECURITIES SOLD UNDER REPURCHASE AGREEMENTS (No& 6, 7,
10, 12 and 18)

PAYABLES (Notes 2, 19 and 30)
DEPOSITS AND REMITTANCES (Notes 20 and 30)
BANK DEBENTURES (Note 21)
OTHER FINANCIAL LIABILITIES (Notes 22 and 30)
OTHER LIABILITIES (Notes 2, 23, 27 and 30)
Total liabilities
CAPITAL STOCK
Common stock, NT$10.00 par value, authorizlied and outstanding:
4,220,600 thousand shares in 2011 and 3,510,008dhd shares in 2010
CAPITAL SURPLUS
Additional paid-in capital from share issuairtexcess of par value
From treasury stock transactions
Others
Total capital surplus
RETAINED EARNINGS
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
EQUITY ADJUSTMENTS
Cumulative translation adjustments
Unrealized valuation gains (losses) on finanicisfruments
Total equity adjustments
Total stockholders' equity

CONTINGENCIES AND COMMITMENTS (Notes 2 and 32)

TOTAL

Percentage
Increase
2011 2010 (Decrease)
Amount Amount %

$ 38,052,926 $ 38,869,814 2
7,850,768 12,945,397 (39)
13,247,387 17,394,242 (24)
18,017,856 9,911,896 82
962,841,827 904,760,847 6
39,000,000 34,000,000 15
1,943,643 304,715 538
1,481,045 1,511,978 2
1,082,435,452 1,019,698,889 6
42,206,000 35,100,000 20
10,949,525 8,189,144 34
483 483 -

87,848 100,464 (13)
11,037,856 8,290,091 33
8,494,884 7,300,476 16
83,866 - -
3,314,452 4,159,230 (20)
11,893,202 11,459,706 4
(5,960) (128,172) (95)
(221,557) 220,017 (201)
(227,517) 91,845 (348)
64,909,541 54,941,642 18
$ 1,147,344,993 $ 1,074,640,531 7



E.SUN COMMERCIAL BANK, LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

INTEREST REVENUE (Notes 2 and 30)
INTEREST EXPENSE (Notes 2 and 30)
NET INTEREST

NET REVENUES AND GAINS OTHER THAN
INTEREST
Service fee income, net (Notes 2 and 25)
Gains (losses) on financial assets and liabildiefgir
value through profit or loss (Notes 2, 6 and 30)
Realized gains on available-for-sale financial esse
(Note 2)

Realized losses on held-to-maturity financial asset
(Note 2)

Foreign exchange gains, net (Note 2)

Reversal of impairment losses (impairment losses) o
assets (Notes 2, 13 and 16)

Gains on financial assets carried at cost (Note 2)

Rental income (Note 30)

Gains on the sale of properties, rentable assetslén
assets (Note 2)

Other noninterest gains (losses), net

Total net revenues and gains other than interest
TOTAL NET REVENUES

ALLOWANCE FOR BAD-DEBT EXPENSES (Notes 2
and 9)

OPERATING EXPENSES (Notes 2, 24, 26 and 30)
Personnel
Depreciation and amortization
General and administrative
Total operating expenses
INCOME BEFORE INCOME TAX
INCOME TAX EXPENSE (Notes 2 and 27)

NET INCOME

Percentage

Increase

2011 2010 (Decrease)

Amount Amount %

$ 21,041,767 $ 17,354,284 21
(8,441,571) (5,977,431) 41
12,600,196 11,376,853 11
4,999,909 4,506,952 11
(87,751) 61,283 (243)
68,703 318,876 (78)
(12,900) (104,392) (88)
777,167 472,982 64
(17,544) 91,113 (119)
323,125 48,426 567
52,066 42,842 22
117,993 1,311 8,900
33,231 (9.437) 452
6,253,999 5,429,956 15
18,854,195 16,806,809 12
(4,540,028) (2,727,059) 66
(4,795,103) (4,369,570) 10
(813,291) (902,614) (20)
(5,103,039) (4,217,490) 21
(10,711,433) (9,489,674) 13
3,602,734 4,590,076 (22)
(445,104) (608,715) 27)
$ 3,157,630 $ 3,981,361 (22)

(Continued)



E.SUN COMMERCIAL BANK, LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

2011 2010
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
EARNINGS PER SHARE (Note 28)
Basic earnings per share $ 09 $ 084 $ 123 $ 1.07

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated March 2612) (Concluded)



E.SUN COMMERCIAL BANK, LTD.

STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

Capital Stock (Note 29)

Shares
(In Thousands)

BALANCE, JANUARY 1, 2010 3,362,400
Reversal of special reserve -
Appropriation of prior year's earnings (Note)

Legal reserve -

Cash dividends -

Stock dividends 147,600
Balance after appropriation 3,510,000
Share-based payment arrangements involving ESFetsnon stock -
Net income in 2010 -
Change in unrealized loss on financial instruments -
Change in cumulative translation adjustments -
BALANCE, DECEMBER 31, 2010 3,510,000
Appropriation of prior year's earnings (Note)

Legal reserve -

Cash dividends -

Stock dividends 210,600
Balance after appropriation 3,720,600
Reclassification of trading loss reserve in plaetl iDecember 31, 2010 to

special reserve -
Share-based payment arrangements involving ESFet¥snon stock -
Capital increase in November 2011 500,000
Net income in 2011 -
Change in unrealized loss on financial instruments -
Change in cumulative translation adjustments -
BALANCE, DECEMBER 31, 2011 4,220,600

Note: For the years ended December 31, 2010 ab@l #de remuneration to directors of $29,872 thodsand $21,468 thousand, respectively, and bonesployees of $149,362 thousand and $107,340 thdusaspectively, were deducted from the incomestants.

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated March 2612)

Common Stock

$ 33,624,000

1,476,000

35,100,000

35,100,000

2,106,000

37,206,000

5,000,000

$ 42,206,000

Capital Surplus

Retained Earnings (Notes 2 and 29)

Equity Adjustments

(Notes 2 and 29)

$ 8,083,943

8,083,943

206,148

8,290,091

8,290,091

247,765

2,500,000

$ 11,037,856

Unappropriated
Legal Reserve Special Reserve Earnings

$ 6,768,146 $ 636,191 $ 2,091,992
- (636,191) 636,191

532,330 - (532,330)

- - (541,984)
- - (1,476,000)

7,300,476 - 177,869

- - 3,981,361

7,300,476 - 4,159,230
1,194,408 - (1,194,408)

- - (702,000)
- - (2,106,000)

8,494,884 - 156,822

- 83,866 -

- - 3,157,630

$ 8,494,884 $ 83866 $ 3314452

Cumulative

Translation

Adjustments
(Note 2)

$  (39,540)

(39,540)

(88.632)
(128,172)

(128,172)

122,212

$  (5,960)

Unrealized Gains

or Losses on
Financial
Instruments

(Notes 2 and 29)

$ 342,132

(122,115)

220,017

(441,574)

$  (221,557)

Total
Stockholders’
Equity

$ 51,506,864

(541,984)

50,964,880
206,148
3,981,361
(122,115)

(88,632)
54,941,642

(702,000)
54,239,642

83,866
247,765
7,500,000
3,157,630
(441,574)
122,212

$ 64,909,541



E.SUN COMMERCIAL BANK, LTD.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

Increase in discounts and loans
Increase in financial assets designated at fairevéidlrough profit or

(52,242,124)

2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES

Net income 3,157,630 3,981,361
Allowance for bad-debt expenses 4,540,028 2,727,059
Provision of reserve for losses on the sale of bond - 22,625
Recovery of written-off credits and reserve forskes on guarantees 1,050,011 669,333
Depreciation and amortization expenses 813,291 902,614
Salary expenses on share-based payment 247,765 206,148
Realized losses on the sale of financial instrusdasigated at fai

value through profit or loss 29,911 56,598
Realized gains on the sale of available-for-salarfcial assets (29,026) (277,069)
Amortization of premium or discount on bonds 213,941 223,920
Losses (gains) on the sale of properties, reneddets, idle assets

and foreclosed collaterals, net (113,892) 15,021
Gains on valuation of financial instruments (243,134) (139,092)
Impairment losses (reversal of impairment losses)ssets 17,544 (91,113)
Deferred income tax 113,599 344,138
Realized gains on the sale of financial assetsechat cost (293,326) (3,570)
Realized losses on the sale of held-to-maturitgrfoial assets 12,900 104,392
Realized gains on the sale of debt instruments mathctive market - (16,973)
Net changes in operating assets and liabilities

Held-for-trading financial assets 6,682,652 (13,660,857)

Held-for-trading financial liabilities 715,720 878,648

Receivables (7,716,069) (4,668,392)

Other assets 67,944 (106,970)

Payables 7,881,055 2,168,497

Other liabilities (146,528) 850,728

Net cash provided by (used in) operating activities 17,002,016 (5,812,954)
CASH FLOWS FROM INVESTING ACTIVITIES

Decrease in due from the Central Bank and callda@amther banks 3,360,996 170,445,962
Decrease in securities purchased under resell iagras 1,409,763 1,945,441

(50,172,703)

loss (4,001,070) (1,604,353)
Acquisition of available-for-sale financial assets (61,856,458) (56,584,175)
Proceeds of the sale of available-for-sale findrasaets 56,940,815 45,239,186
Acquisition of debt instruments with no active netrk (2,216,350) (885,000)
Return of principal on or proceeds of the saleaidftdnstruments

with no active market 796,500 4,114,809

Acquisition of held-to-maturity financial assets
Return of principal on or proceeds of the saleadfitio-maturity

(2,292,538,229)

(642,963,253)

financial assets 2,293,857,076 405,785,240

Return of principal on or proceeds of the salarwdricial assets
carried at cost 423,371 12,352
(Continued)



E.SUN COMMERCIAL BANK, LTD.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

Acquisition of properties and intangible assets $

Proceeds of the sale of properties

Proceeds of the sale of rentable assets, idlesassdtforeclosed
collaterals

Decrease in other financial assets

Decrease (increase) in other assets

Payment for the acquisition of Chu Nan Credit-Caapee
Association

Increase in cash arising from the acquisition ofi Glan
Credit-Cooperative Association on July 9, 2011

2011

(2,018,547) $

46,121
232,429
579,809

69,925

(1,834,000)

5,444,168

2010

(748,457)
1,543

66,980

30,097
(13,405)

(53,545,805)

(125,329,736)

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in due to the Central Bank and other banks
Increase (decrease) in securities sold under repsecagreements
Increase in deposits and remittances
Increase (decrease) in financial liabilities deatgd at fair value
through profit or loss
Issuance of bank debentures
Repayment of bank debentures
Decrease (increase) in other financial liabilities
Cash dividends paid
Capital increase

Net cash provided by financing activities
EFFECTS OF EXCHANGE RATE CHANGES
INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTARY CASH FLOW INFORMATION

Interest paid
Income tax paid

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated March 2012)

(816,888) (182,143)
(4,146,855) 2,875,274
42,510,365 129,696,838
(5,344,250) 944,232

5,000,000 5,500,000
- (5,000,000)
1,636,070 (1,832,014)
(702,000) (541,984)
7,500,000 -
45,636,442 131,460,203
(320,328) 1,041,233
8,772,325 1,358,746
11,159,112 9,800,366

$ 19931437 $ 11,159,112

8,092,437 $ 5,952,421
390,389 $ 287,642
(Concluded)



E.SUN COMMERCIAL BANK, LTD.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS
E.SUN Commercial Bank, Ltd. (the “Bank”) engage®amking activities permitted by the Banking Law.

As of December 31, 2011, the Bank had a businegartieent, international banking department, trust
department, credit card and payment division, dshofe banking unit (OBU), 2 overseas branches (Los
Angeles and Hong Kong), 126 domestic branches amep&sentative offices (Ho Chi Minh City in
Vietnam and Dongguan in China).

The operations of the Bank’'s Trust Department ainef planning, managing and operating a trust
business. These operations are regulated und&athiing Law and Trust Law of the Republic of China
(ROC).

On December 10, 2001, the Bank's stockholders approhe establishment of E.SUN Financial Holding
Company, Ltd. (ESFHC) to hold the shares of thekB&SUN Bills Finance Corp. (E.SUN Bills) and
E.SUN Securities Corp. The board of directors giesied January 28, 2002 as the effective dateeof th
related share swap. After the shares transferB#mk became a 100% subsidiary of ESFHC. Also on
January 28, 2002, the trading of the Bank’s stathkhe Taiwan Stock Exchange (TSE) was stopped, and
ESFHC's stock started to be traded on the TSE.

To integrate resources, enhance operating effedss strengthen the Bank’s equity structure, asdre

its long-term development, the stockholders resblga August 25, 2006 for the Bank to merge with
E.SUN Bills. The effective date of the share swag the merger recording date were both December 25
2006. The Financial Supervisory Commission (FSipraved this merger on November 10, 2006.

On July 9, 2011, the Bank acquired the assetsiliiad and business of Chu Nan Credit-Cooperative
Association. Please refer to Note 38 to the firstatements.

As of December 31, 2011 and 2010, the Bank hadl58d 4,583 employees, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Bank’s financial statements have been preperezbnformity with the Guidelines Governing the
Preparation of Financial Reports by Public Banksjdélines Governing the Preparation of Financial
Reports by Securities Firms, Business Accounting,L@uidelines Governing Business Accounting and
accounting principles generally accepted in the ROC

For the convenience of readers, the accompanyiran€ial statements have been translated into Englis
from the original Chinese version prepared and usethe ROC. If there is any conflict between the
English version and the original Chinese versioamy difference in the interpretation of the twasiens,
the Chinese-language financial statements shalbpre

Significant accounting policies are summarizedodiews:

Basis of Preparation

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

-8-



Foreign-currency Transactions

The Bank records foreign-currency transactions lie trespective currencies in which these are
denominated. Every month-end, foreign currencyiime and expenses are translated into New Taiwan
dollars at the prevailing exchange rates. On thlRrze sheet date, monetary assets and liabilities
denominated in foreign currencies are reported gushre prevailing exchange rates, and exchange
differences are recognized in the income statement.

Unrealized exchange differences on nonmonetannéiah assets and liabilities are a component of the
change in their entire fair value. For nonmonetmgncial assets and liabilities classified asaficial
instruments measured at fair value through prafibss, unrealized exchange differences are rezednn

the income statement. For nonmonetary financialriments that are classified as available-for;sale
unrealized exchange differences are recorded biranter stockholders’ equity until the asset iklsar
becomes impaired. Nonmonetary financial instrusémat are classified as carried at cost are repedn

at the exchange rates on the transaction datese Baihk translates overseas branches’ financiamtatts

at the following rates: Assets and liabilitiest ttae prevailing exchange rates on the balancet state;
and income and expenses - the average exchangerdte year. Translation differences net of meo
tax are recorded as “cumulative translation adjastsi under stockholders’ equity.

Accounting Estimates

In preparing financial statements, the Bank is iregito make certain estimates and assumptionstd
affect the valuation of financial instruments, #raounts of allowance for possible losses, resenvigses
on guarantees, property depreciation, amortizadioimtangible assets, pension, income tax, impaitme
loss on assets, accrued litigation loss, bonusnpl@/ees and remuneration to directors and supesris
Actual results could differ from these estimates.

Current and Noncurrent Assets and Liabilities

Since the operating cycle in the banking indusayrot be reasonably identified, accounts includethé
Bank’s financial statements are not classified @sent or noncurrent. Nevertheless, these accarets
properly categorized in accordance with the natfreach account and sequenced by liquidity. Please
refer to Note 34 for the maturity analysis of assetd liabilities.

Basis of Fair Value

Fair values are determined as follows: (a) shemttbills - reference prices published by Reutésy;
listed stocks and GreTai Securities Market (GTStdglss - closing prices as of the balance sheet {gte
beneficial certificates (open-end funds) - net tasdues as of the balance sheet date; (d) bonds -
period-end reference prices published by the GT@Msecurities that are unlisted and not trade@TisM

with quoted market prices or trading records - gdomarket prices or trading prices; and (f) finahci
instruments without active markets - fair valugreates based on valuation techniques.

Financial Instruments at Fair Value through Profit or Loss

Financial instruments at fair value through profitoss are financial assets or liabilities that designated
on initial recognition as those to be measuredaatvalue with fair value changes in profit or losis
financial assets or liabilities classified as hieldtrading. These instruments are required toglbegnized
at fair value plus direct acquisition costs ancbéomeasured at fair value through profit or losstlom
balance sheet date. The Bank uses settlemenadatenting when recording related transactionse@xc
for stocks and beneficial certificates, for whichde date accounting is used.



Financial instruments used in derivative transaectithat do not qualify for hedge accounting arssifeed
as financial assets or liabilities held for tradindf the fair value of a derivative is a positimamber, the
derivative is carried as an asset, and if thevalue is a negative humber, the derivative is edras a
liability.

Applying the fair value option eliminates accougtimeasurement mismatch for items that naturallyebff
each other or eliminates the burden of separatimgeelded derivatives that are not considered tddsely
related to the host contract pertaining to a hybrstrument. The Bank did not adopt hedge accogniti

2011 and 2010. If the hedged items are not detsdras financial assets or liabilities at fair wathrough
profit or loss (FVTPL), accounting measurement naisthes on these items will occur as a result of
differences in measurement attributes. Thus, thiekRlesignated debt instruments and bank debentures
issued as financial assets and liabilities at FV.TPMoreover, the Bank designated a hybrid instrunasn
financial assets and liabilities at FVTPL becausdbedded derivatives are not separated from the host
contract in a hybrid instrument.

Available-for-sale Financial Assets

Available-for-sale financial assets are initialgcognized at fair value plus direct acquisitiontsos When
assets are subsequently measured at fair valuehtirges in fair value are excluded from earnings a
reported as a separate component of stockholdgutye The accumulated gains or losses are rezedni

as earnings when the financial asset is de-recedrfrom the balance sheet. The Bank uses setttemen
date accounting when recording transactions, eXoeptocks and beneficial certificates, for whichde
date accounting is used.

Cash dividends received within a year of asset iattiun are recognized as a reduction of the odbin
investment cost and are subsequently recognizaédvastment income on the ex-dividend date. Stock
dividends are recorded as an increase in the nuofbgnares held and do not affect investment income
The cost per share is recalculated based on thenoewer of shares. Any difference between théalnit
carrying amount of a debt security and its amouninaturity is amortized and then recognized asiegsn
using the effective interest method.

If an available-for-sale financial asset is detexexito be impaired, a loss is recognized. If theairment
loss on equity securities decreases, this lossviersed to the extent of the decrease and recasleh
adjustment to stockholders’ equity; for debt instents, this loss is reversed and recognized aggarn

Held-to-maturity Financial Assets

Held-to-maturity financial assets are carried abdmred cost using the effective interest metho@ihese
financial assets are initially recognized at faidue plus direct acquisition costs. Gains or lssae
recognized at the time of de-recognition, impairtnen amortization. The Bank uses settlement date
accounting when recording transactions.

If a held-to-maturity financial asset is determinedoe impaired, a loss is recognized. If the impant
loss decreases, the previously recognized impairtosn is reversed. However, the reversal shoatd n
result in the carrying amount of financial assetseeding the amortized cost that would have been
determined had no impairment loss been recognized.

Other Financial Assets

Investments in equity instruments with no quotedkeigprices in an active market and with fair valtieat
cannot be reliably measured (including unlistectclstoand emerging stocks) are measured at cost. The
accounting treatment for dividends on these instnis is the same as that for dividends on
available-for-sale financial assets, except forrdmognition of cash dividends upon the declarakipran
investee’s stockholders under an approved resalutidf there is objective evidence that a finaneisset
carried at cost is impaired, an impairment losseisognized. However, impairment loss reversal is
prohibited.

-10 -



Debt instruments with no active market are thodb wd quoted market prices in an active marketvaittal
predetermined amounts. These instruments areedaaitiamortized cost. The accounting treatment for
debt instruments with no active market is similarthat for held-to-maturity financial assets. But
contrast to held-to-maturity financial assets, destruments with no active market can be soldiargit

Financial Asset Securitization

Under the Financial Asset Securitization Act, thenB securitized part of its bonds and entrustedetho
bonds to a trustee for the issuance of benefieialisties. Except for beneficial securities beiatained

for credit enhancement and reclassified as avaifiitsale financial assets, the Bank de-recogriizes
bonds from the balance sheet and recognizes gaas®ibecause the control of contractual rightshese
bonds has been surrendered and transferred t@tadru The gain or loss on the sale of the bontiis
difference between the proceeds and carrying amolttte bonds, and this carrying amount should be
allocated at the ratio of the retained rights dredgart sold to their fair values on the date efgéle.

Since quoted market prices are not available fiaimed beneficial securities, the Bank estimatesvidue
using management’s key assumptions on bond ctitrate and discount rates commensurate to #e ris
involved. The fair value is the expected futurehcliows, and the changes in fair value are redaatea
separate component of stockholders’ equity.

Overdue Loans

Under Financial Supervisory Commission guideliries,Bank classifies loans and other credits (inolyd
accrued interest) overdue for at least six monshsvardue loans.

Overdue loans (except other credits) resulting floems are classified as discounts and loans, laad t
remaining are classified as other financial assets.

Allowances for Possible Losses and Reserve for Lesson Guarantees

The Bank provides allowances for bad debts andktoes guarantees on the basis of the evaluatitimeof
collectibility of loans, overdue loans, bills, dismts, receivables, guarantees and acceptances.

The Bank adopted the third-time revised Statemériimancial Accounting Standards (SFAS) No. 34 -
“Financial Instruments: Recognition and MeasurefienOne of the main revisions is that the
impairment of loans and receivables originatedH®y Bank should be covered by SFAS No. 34. Loans
and receivables are assessed for impairment agritheof each reporting period and considered imgaire
when there is objective evidence that, as a rafutine or more events that occurred after theainiti
recognition of the loans and receivables, the eddchfuture cash flows of the asset have beentaffec
Objective evidence of impairment could include:

e Significant financial difficulty of the debtor;
® The loans and receivables becoming overdue;
e Probability that the debtor will enter into banfitecy or undergo financial reorganization.

Loans and receivables that are individually asgskasenot impaired are further assessed collectifigely
impairment. Objective evidence of impairment fgoatfolio of loans and receivables could inclute t
Bank’s past difficulty in collecting payments andiacrease in the number of delayed payments, dswe
observable changes in national or local economitditions that correlate with defaults on loans and
receivables.
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The impairment loss recognized is the differendsvéen the asset carrying amount and the preseune val
of estimated future cash flows, discounted at thigiral effective interest rates of the loans and
receivables, after taking into account the relatedaterals and guarantees. The carrying amouiheof
loans and receivables is reduced through the uae aflowance account. When loans and receivainées
considered uncollectible, they are written off agaithe allowance account. Recoveries of amounts
previously written off are credited to the allowanaccount. Changes in the carrying amount of the
allowance account are recognized as bad-debt espens

Under Financial Supervisory Commission (FSC) guigsl, the Bank should classify credit assets asdsou
credit assets or unsound credit assets, with tlsewrd assets further categorized as special mention
substandard, collectibility highly doubtful and woflectible, on the basis of the customers’ finahcia
position, valuation of collaterals and the lengthime the principal repayments or interest payradrave
become overdue.

The Bank made 100%, 50%, 10% and 2% provisionsritits deemed uncollectible, collectibility highly
doubtful, substandard and special mention, respegtias minimum provisions for possible losses on
unsound credit assets before January 1, 2011. Woweffective January 1, 2011, the minimum
provisions for possible losses should be the su@%%o of the outstanding balance of sound credietas
(excluding assets that represent claims again®@@ government agency) and the foregoing provisions
for unsound credit assets.

Under FSC guidelines, credits deemed uncollectithy be written off if the write-off is approved Hye
Board of Directors.

Securities Purchased/Sold Under Resell/Repurchasgfeements

Securities purchased under resell agreements andtges sold under repurchase agreements areajgner
treated as collateralized financing transactioriaterest earned on resell agreements or interestred on
repurchase agreements is recognized as interesiue\wr interest expense on an accrual basis loedife
of each agreement.

Asset Impairment

The Bank tests assets (mainly properties, idle tgssentable assets and intangible assets) and
cash-generating units (CGUSs) for impairment on dmdhnce sheet date. If impairment is determittes,
Bank estimates the recoverable amounts of asse®Gtrs. An impairment loss should be recognized
whenever the recoverable amount of the asset® @ ®@1Js is below the carrying amount.

If asset impairment loss (excluding goodwill) iseesed, the increase in the carrying amount reguftom
reversal is credited to current income. Howevesslreversal should not be more than the carrying
amount (net of depreciation or amortization) haithpairment loss not been recognized.

Goodwill is tested for impairment annually or mdrequently if events indicate goodwill impairment.
Impairment loss is recorded if the book value egseealue in use. No recording of a subsequent
recovery in fair value of goodwill is allowed.

Properties, Rentable Assets and Idle Assets

Properties, rentable assets and idle assets &ee stiacost less accumulated depreciation and adated

impairment. The cost of betterments and major weie that extend the useful life of properties is
capitalized. The cost of repairs and maintenasicharged to expense as incurred.
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Depreciation is calculated by the straight-line iImelt over service lives estimated as follows: bodd, 5
to 50 years; computers, 3 to 8 years; transportaguipment, 5 to 8 years; miscellaneous equipnietd,
10 years; rentable assets, 50 years; and idlesagskyears. If an asset reaches its residuakJalt is
still in use, it is further depreciated over itsueestimated service life.

The cost, accumulated depreciation and accumulatpdirment are removed from the accounts when an
item of properties, rentable assets and idle asseisposed of or retired, and any gain or losseslited or
charged to net income.

Intangible Assets

Intangible assets are recorded at acquisition cdsamputer software is amortized by the straiging-li
method over its service life estimated at threegsieaThe carrying value of goodwill is based on tbet,
net of accumulated impairment.

Foreclosed Collaterals

Foreclosed collaterals (part of other assets -re}lae recorded at the lower of cost or net falug as of
the balance sheet date.

Trading Loss Reserve

Until December 31, 2010, a reserve for losses ers#tle of bonds (part of other liabilities) was pobed

at 10% of the net gain on the sale of bonds uhélltalance of the reserve reached $200,000 thousand
This reserve was used only to offset actual lossethe sale of the bonds. As the Financial Superyi
Commission revised the related guidelines effeclieuary 1, 2011, the Bank became no longer ratjuire
to provide a trading loss reserve. Thus, the Banlassified the reserve made until December 310 20
special reserve.

Pension Costs

The Bank has two types of pension plans: Definedebt and defined contribution. For the defined
benefit plan, the Bank recognizes pension costtherbasis of actuarial calculations. Unrecognizet
transitional assets are amortized over 27 to 29syedror the defined contribution plan, the Bank
recognizes as pension costs the amounts contritboité® employees’ individual pension accountsrayri
the employees’ service periods.

When a defined benefit plan is amended, the peorice costs should be amortized on a straightdengs
over the average period from the plan effectiveaorendment date until the benefits become vested.
When the benefits are vested following changeseadiefined benefit plan, the Bank should recogttize
prior service cost as expense immediately.

Income Tax

Provision for income tax is based on inter-period antra-period tax allocation. The tax effects of
deductible temporary differences, operating lossryf@rwards, unused tax credits and debit of
stockholders’ equity adjustments are recognizeddeferred income tax assets, and those of taxable
temporary differences and credit of stockholdeggiiy adjustments are recognized as deferred indame
liabilities. Valuation allowance is provided foefdrred income tax assets that are not certaineto b
realized.

Tax credits for personnel training and stock inwesits are recognized in the current period.
Income tax on interest in short-term negotiabldériuments or special-purpose trust beneficial séesri

which is levied separately according to the taxslaand any adjustment of income taxes of priors/eae
added to or deducted from the current year’s inctarexpense.
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According to the Income Tax Law, income taxes (1@¥undistributed earnings generated annually since
1998 are recorded as expenses in the year whestatidholders resolve to retain the earnings.

ESFHC and its subsidiaries elected to file consddid tax returns for periods starting in 2003.  kEwesy,
since the Bank applied the accounting treatmentiomed in the preceding paragraph to income tay, an
distribution of cash payments and receipts amorg dbnsolidated group members is recorded as
receivables or payables.

Share-based Payment

The Bank retroactively applied an explanation rebebin February 2012 by the Accounting Research and
Development Foundation to determine the grant gatéaining to a portion of shares issued in 2011 by
ESFHC that was reserved for the subscription bykBanployees. The Bank’s employees subscribed for
the reserved shares of ESFHC in accordance withFihancial Holding Company Act, and the Bank
recognized the fair value of the stock options urgddary expenses for share-based payment and under
capital surplus on the grant date, i.e., the ddtensthe Bank and its employees made an agreenrettiefo
employees to subscribe for ESFHC's shares.

Recognition of Interest Revenue and Service Fees

Interest revenue on loans is recorded on an acbasié. Under regulations of the Financial Supenyi
Commission, no interest revenue is recognized andaand other credits extended by the Bank that are
classified as overdue loans. The interest revenuBose loans is recognized upon collection.

Service fees are recorded when a major part acfdhngings process is completed and revenue is edaliz

Contingencies

A loss is recognized when it is probable that asgetabas been impaired or a liability has been necbiand

the amount of loss can be reasonably estimatedthelfmpairment loss or liability incurrence is pifide

and the related amount cannot be reasonably estiinat footnote disclosure of the circumstances that
might give rise to the possible loss or liabilityosild be made.

3. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES

a. On January 1, 2011, the Bank adopted the neawiged Statement of Financial Accounting Standards
(SFAS) No. 34 - “Financial Instruments: Recogmitiand Measurement.” The main revisions
include (1) loans and receivables originated by Bamk are now covered by SFAS No. 34; (2)
additional guidelines on impairment testing of finel assets carried at amortized cost when a debto
has financial difficulties and the terms of obligas have been modified; and (3) accounting treatme
by a debtor for modifications in the terms of ohtigns. The Bank's management believes this
accounting change had no significant effect orfithencial statements.

b. On January 1, 2011, the Bank adopted the nesglyed SFAS No. 41 - “Operation Segments.” The
requirements of the statement are based on themafmn on the components of the Bank that
management uses to make decisions about operatitigrsm  SFAS No. 41 requires the identification
of operating segments on the basis of internalrtegbat are regularly reviewed by the Bank's chief
operating decision makers in order to allocate ugss to the segments and assess their performance.
This statement supersedes SFAS No. 20 - “SegmeydriReg.” For this accounting change, the Bank
revised its disclosure of segment information.

-14 -



4. CASH AND CASH EQUIVALENTS

December 31

2011
Cash on hand $ 6,093,294
Checks for clearing 9,408,051
Due from banks 4,430,092

2010

5,925,959
3,195,583
2,037,570

$ 19,931,437 $ 11,159,112

5. DUE FROM THE CENTRAL BANK AND CALL LOANS TO OTH ER BANKS

December 31

2011 2010
Deposit reserves - account A $ 13,492,185 $ 16,731,208
Deposit reserves - account B 26,089,659 23,462,401
Reserves for deposits - foreign currency deposits 99,917 91,450

Deposit in the Central Bank - deposits of governnagencies 4,544 8,033
Call loan to banks 3,824,240 5,433,500
Due from the Central Bank - other 1,505,871 1,002,661

$ 45,016,416 $ 46,729,253

As required by law, the deposit reserves are caledl by applying the prescribed rates to the aegerag
monthly balances of various types of deposit actounThe deposit reserves - account B is subject to
withdrawal restrictions, but deposit reserves -oaot A and foreign-currency deposit reserves may be
withdrawn anytime.

Under the “Directions for the National Treasury Ag&ank Acting on Behalf of The Central Bank of the
Republic of China Handling National Treasury Mattethe Bank redeposits 60% of the receipts of di¢po
of government agencies in the Central Bank of tlepuBlic of China, and the amount is subject to
withdrawal restrictions.

6. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS, NET

December 31

2011 2010

Held-for-trading financial assets

Commercial paper $ 12,380,268 $ 9,362,593
Interest rate swap contracts 2,199,546 1,954,425
Beneficial certificates 1,087,318 168,178
Currency option contracts 977,597 833,359
Treasury bills 796,085 4,596,802
Overseas bonds 726,428 545,967
Currency swap contracts 604,888 498,096
Cross-currency swap contracts 157,496 422,106
Non-deliverable forward contracts 141,918 30,871
Listed stock - domestic 138,471 295,199

(Continued)
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Bank debentures

Futures exchange margins
Forward contracts

Metal commodity swap contracts
Credit default swap contracts
Convertible corporate bonds
Foreign-currency margin contracts
Commodity option contracts
Forward commodity contracts
Negotiable certificates of deposit

Financial assets designated at fair value througfitr loss

Bank debentures

Corporate bonds

Overseas government bonds

Sold equity securities with interest receivable

Held-for-trading financial liabilities

Interest rate swap contracts
Currency option contracts
Forward contracts

Currency swap contracts
Cross-currency swap contracts
Metal commodity swap contracts
Non-deliverable forward contracts
Commodity option contracts
Forward commodity contracts
Credit default swap contracts
Foreign-currency margin contracts

Financial liabilities designated at fair value thgbh profit or loss

December 31

Structured products
Bank debentures (Note 21)

As of December 31, 2011 and 2010, some of the giesywhich amounted to $3,502,892 thousand and

2011 2010
88,690 85,895
86,080 80,932
82,884 357,119
78,989 52,166
35,922 45,400
19,500 1,855
17,437 12,097
15,283 1,620
9,328 4,574

- 6,999,501

19,644,128 26,348,755

17,078,725 15,868,075

15,027,611 12,245,346

389,205 377,939
13,076 60,155
32,508,617 28,551,515
$ 52,152,745 $ 54,900,270
$ 2,300,655 $ 2,102,296
1,134,114 840,549
560,450 160,978
322,099 783,691
157,082 319,717
69,865 36,551
33,788 60,429
15,283 1,620
9,328 4,574

432 4,831

169 20
4,603,265 4,315,256
3,247,503 3,911,893

- 4,718,248

3,247,503 8,630,141

$ 7,850,768 $ 12,945,397
(Concluded)

$4,563,500 thousand (face value), respectively begah sold under repurchase agreements.

The Bank engages in derivative transactions maiolyaccommodate customers’ needs, manage its

exposure positions and hedge against its exchagend interest rate exposures as well as itst cigkb

as a bondholder.
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The contract (nominal) amounts of derivative tratisas as of December 31, 2011 and 2010 were as
follows:

December 31

2011 2010
Interest rate swap contracts $ 239,566,385 $ 240,650,173
Currency option contracts 182,699,277 84,054,552
Currency swap contracts 85,331,327 62,112,617
Forward contracts 21,584,566 14,829,074
Credit default swap contracts 9,321,414 9,823,500
Non-deliverable forward contracts 8,029,941 7,465,334
Cross-currency swap contracts 3,193,995 6,226,155
Metal commodity swap contracts 1,510,279 1,774,387
Foreign-currency margin contracts 272,650 142,348
Forward commodity contracts 228,205 222,341
Commodity option contracts 149,271 84,075

The gains (losses) on financial assets and liedsilat fair value through profit or loss (FVTPL)2011 and
2010 were as follows:

2011 2010
Financial assets at FVTPL
Realized gains $ 572,775 $ 2,044,959
Valuation gains (losses) (222,964) 202,140

349,811 2,247,099
Financial liabilities at FVTPL

Realized losses (903,660) (2,122,768)
Valuation gains (losses) 466,098 (63,048)

(437,562) (2,185,816)
$ (87,751) $ 61,283

. SECURITIES PURCHASED UNDER RESELL AGREEMENTS
Securities acquired for $29,789 thousand and $1582%housand under resell agreements as of Decembe
31, 2011 and 2010, respectively, will be sold 28 833 thousand and $1,439,933 thousand by JaB0ary

2012 and January 18, 2011, respectively. Soméefecurities, which amounted to $40,000 thousand
(face value), had been sold under repurchase agresms of December 31, 2010.

. RECEIVABLES, NET

December 31

2011 2010

Credit cards $ 32,789,829 $ 30,684,185
Factoring accounts receivable without recourse 5,598,969 1,365,701
Acceptances 2,229,997 1,815,729
Accrued interest 1,608,926 1,598,891
Accrued income 356,713 145,650
Receivable on overdue securities 304,225 296,407

(Continued)
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December 31

Loans
Short-term
Medium-term
Long-term

Overdue loans

Bills negotiated and discounts

Less:
Less:

Allowance for possible losses
Adjustment of premium or discount

-18 -

$ 148,124,194

2011 2010
Other receivable - ESFHC $ 242,628 $ 176,533
Accounts receivable 207,526 233,161
Tax refundable 21,483 23,446
Other 318,971 318,147
43,679,267 36,657,850
Less: Allowance for possible losses 1,419,046 766,244
$ 42,260,221 $ 35,891,606
(Concluded)
The allowances for possible losses on receivalsiesssed for impairment as of December 31, 2011 agere
follows:
. Allowance for
ltems Receivables . N
Possible Losses
With objective evidence of Aﬁfnepsgi’;“rﬁg;ff individual $ 307,872| $ 285323
Impairment Assessment of collective impairmg 1,791,952 662,955
W'.th no objective evidence of Assessment of collective impairmg 40,195,527 470,768
impairment
Total 42,295,351 1,419,046
The changes in allowance for possible losses anenswized below:
2011 2010
Balance, January 1 $ 766,244 $ 927,782
Transfer of allowance from Chu Nan Credit-Coopegathssociation 69 -
Allowance 890,314 1,629,375
Write-offs (727,234) (2,030,794)
Recovery of written-off receivables 481,817 267,302
Effects of exchange rate changes 7,836 (27,421)
Balance, December 31 $ 1,419,046 $ 766,244
. DISCOUNTS AND LOANS, NET
December 31
2011 2010

$ 121,799,926

187,441,903 152,540,092
323,570,945 324,362,571
918,756 1,873,841
2,837,704 2,199,917
662,893,502 602,776,347
6,751,170 3,615,010
133,498 -
$ 656,008,834 $ 599,161,337



As of December 31, 2011 and 2010, the loan andtdbathnces, for which accrual of interest revenues
were discontinued, amounted to $918,756 thousardi $Nh873,841 thousand, respectively. The
unrecognized interest revenues on these loans m@atitsc amounted to $26,835 thousand in 2011 and
$48,319 thousand in 2010.

In 2011 and 2010, the Bank carried out legal prooesirequired before writing off certain credits.

The allowances for possible losses on discountsl@arts assessed for impairment as of December 31,
2011 were as follows:

Discounts and| Allowance for

ltems . R

Loans Possible Losses
With objective evidence of Aﬁsrfpssmﬁg;f findividual $ 977,984 $ 223,550
Impairment Assessment of collective impairment 2,198,685 604,799
W'.th no objective evidence of Assessment of collective impairment 659,716,833 5,922,821

impairment

Total 662,893,502 6,751,170

The changes in allowance for possible losses anenswized below:

December 31

2011 2010

Balance, January 1 $ 3,615,010 $ 3,452,016
Transfer of allowance from Chu Nan Credit-Coope&eafssociation 129,357 -

Allowance 3,597,576 1,094,633
Write-offs (1,176,647) (1,262,137)
Recovery of written-off credits 568,194 402,031
Effects of exchange rate changes 17,680 (71,533)
Balance, December 31 $ 6,751,170 $ 3,615,010

The details of allowance for bad-debt expense®iiland 2010 were as follows:

2011 2010
Allowance for possible losses on discounts anddoan $ 3,597,576 $ 1,094,633
Allowance for possible losses on receivables 890,314 1,629,375
Allowance for possible losses on guarantees 52,138 3,051

$ 4,540,028 $ 2,727,059

As stated in the Financial Supervisory CommissiofsSC) letter dated November 21, 2011
(Ref. No. 10010006830), for the financial and mame soundness of financial institutions, the R8T
oversee these institutions in consideration ofrtdéferent natures and purposes. Effective Jandar
2012, the FSC will accept the application of thdities that intend to do, and are eligible for dpin
banking business in China, investments, extensialomestic or overseas branches, etc. Howevey, onl
those entities having a loan loss coverage ratit%fmay initiate the above businesses or make astev
applications to overseas authorities. To meetrdggiirements for doing the foregoing businesses, th
Bank increased by $2,461,981 thousand the allowkomggossible losses on loans and raised the loss |
coverage ratio to over 1% in the last quarter of12Qresulting in a decrease of NT$0.54 in the basic
earnings per share after income tax.
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10.

11.

AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET

December 31

2011 2010
Bank debentures $ 28,535,815 $ 21,346,714
Government bonds 15,222,035 15,287,603
Beneficial securities under securitization 4,547,001 4,588,339
Corporate bonds 4,068,993 4,899,885
Listed stock - domestic 486,921 1,424,256

$ 52,860,765 $ 47,546,797

As of December 31, 2011 and 2010, the availables#éte financial assets, which amounted to $3,248,13
thousand and $5,237,500 thousand (face valuectgely, had been sold under repurchase agreements

FINANCIAL ASSET SECURITIZATION

The Bank entered into four trust contracts with THeng Kong and Shanghai Banking Corporation
Limited (HSBC, the trustee) and transferred thel@anghts and risks on bondholdings to the trustee

accordance with the Financial Asset Securitizathmt. Upon the transfer, the trustee acquired the
bondholder’s rights from the Bank. The truste@igéssbeneficial securities named E.SUN CBO 2005-1,
E.SUN CBO 2005-2, E.SUN CBO 2007-1 and E.SUN CBO72D to general investors and passed to the
Bank the fund raised on securities issuance alonly the retained beneficial securities (E.SUN CBO
2005-1 is Type D; E.SUN CBO 2005-2 is Type C) dmlgold equity securities with interest receivable.

The issuance period for E.SUN CBO 2005-1, which @amed to $10,050,000 thousand, is between
October 19, 2005 and July 20, 2012, with interestaple quarterly. On January 20, 2011, the beaéfic
securities were settled before the maturity dafehe beneficial securities are categorized as falow

Type of Beneficial Security Repayment Priority Issued Amount  Interest Rate
A First $ 8,750,000 1.825%

B Second 800,000 2.050%

C Third 450,000 1.925%

D Fourth/remainder 50,000 None

The issuance period for E.SUN CBO 2005-2, which amed to $18,341,000 thousand, is between
December 28, 2005 and September 20, 2014. Thditiahsecurities are categorized as follows:

Percentage to

Type of Beneficial Repayment Total Amount
Security Priority Issued Amount Interest Rate Issued

Al First $ 2,500,000 0% 95.36

A2 First 6,215,000 0% 90.08

A3 First 5,774,349 0% 83.60

B Second 1,908,281 0% 82.03

C Third/remainder 1,943,370 None
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The Bank is the servicer of E.SUN CBO 2005-1, E.SCBO 2005-2 and E.SUN CBO 2007-1. Future
service income on these contracts is expected eral service costs; thus, no service asset ificee
liability is recognized. The Bank keeps the retdirbeneficial securities and claims the residualréu
cash flow after the investors collect their incobased on the trust contract. If the security issa@not
disburse funds upon security maturity, the investord the trustee have no right of recourse oB#m’'s
other assets. In addition, the investors’ priesitof payment take precedence over those of thaneet
beneficial securities. The value of the retaineddficial securities will be affected by the creuk of
the bond issuers, interest rate risk, etc.

a. Key assumptions used in measuring retained iogaiefecurities:

E.SUN CBO
2005-1 E.SUN CBO 2005-2
December 31, December 31
2010 2011 2010
Projected advance reimbursement rate 0% 0% 0%
Projected credit loss rate 0% 2% 2%
Discount rate for residual cash flows 1.538% 0.833% 1.142%

All the bond issuers or guarantors in the asset pb&.SUN CBO 2005-1 have attained the credit
rating of twA or above, and during 1999 to 2009btdes with credit rating above twBBB never
breached the contracts according to the TaiwanngatR006 to 2009 research. Thus, the Bank’s
projected credit loss rate will be zero.

b. Sensitivity analysis:

As of December 31, 2011 and 2010, the key assungp#ad the sensitivity of the current fair value of
residual cash flows to the immediate adverse claabgd 0% and 20%, respectively, were as follows:

E.SUN CBO
2005-1 E.SUN CBO 2005-2
December 31, December 31
2010 2011 2010
Carrying amount of retained beneficial
securities $ 50,000 $ 4,285,209 $ 4,324,036

Projected credit loss rate (annual) 0% 2% 2%
Impact on fair value of 10% adverse change - (69,467) (92,543)
Impact on fair value of 20% adverse change - (74,163) (196,829)

c. As of December 31, 2011 and 2010, there had heamredit loss on the securitized bonds; thus, the
expected static pool credit loss rate was equidld@rojected credit loss rate.

d. Cash flows

Cash flows resulting from the securitization wesdalows:

E.SUN CBO 2005-1 E.SUN CBO 2005-2 E.SUN CBO 2007-1
December 31 December 31 December 31
2011 2010 2011 2010 2011 2010
Service income $ 40 $ 431 $ 2,067 $ 2,598 $ 600 $ 600
Receipt of reserve
deposit 34,422 18,516
Receipt of retained
beneficial securities 50,133
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In 2005, the Bank bought structured bonds from mutual fund managed by E.SUN Securities
Investment Trust Corp. (ESSIT) and securitized éhbsnds under E.SUN CBO 2005-2. ESSIT
promised to compensate the Bank for any loss wiherrtist contract ends. This transaction had been
approved by the board of directors and related aaitit's. However, on July 17, 2008, ESFHC
decided to sell all shares of ESSIT and to underth& obligation of ESSIT to compensate the Bank fo
any loss at the trust contract end. The Bankadgseed to waive the obligation of ESSIT.

e.

12. HELD-TO-MATURITY FINANCIAL ASSETS, NET

December 31
2011 2010

Negotiable certificates of deposit $ 235,210,000 $ 235,900,000

Government bonds 9,825,349 8,408,541
Bank debentures 4,434,944 5,635,821
Corporate bonds 3,381,152 4,349,985
Overseas bonds 301,236 293,215
Beneficial securities under securitization 70,622 68,023
Overseas certificates of deposit 60,556 -

$ 253,283,859 $ 254,655,585

As of December 31, 2011 and 2010, the held-to-ritgtfinancial assets, which amounted to $5,522,000
thousand and $6,426,200 thousand (face valuectgely, had been sold under repurchase agreements

13. OTHER FINANCIAL ASSETS, NET

December 31

2011 2010
Debt instruments with no active market, net $ 3,163,239 $ 1,739,498
Financial assets carried at cost, net 328,580 476,165
- 550,000

Excess reserve trust assets for E.SUN CBO 2005-1
Others 5,727 35,536

$ 3,497,546 $ 2,801,199

Financial assets carried at cost were unlisted camstocks with no quoted market prices in an active
market and with fair values that could not be tiianeasured. Thus, these assets were measuredtat
Some investees had operating losses; thus, the i®angnized impairment losses of $17,544 thousand o

financial assets carried at cost in 2011.

Debt instruments with no active market were a®fed:

December 31
2011 2010

Corporate bonds $ 2,367,740 $ 944,000

Beneficial securities under securitization 695,499 695,498
Credit-linked products - host contract 100,000 100,000

$ 3,163,239 $ 1,739,498
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14.

15.

There were default events involved in the undedyasset pool of IBT CBO 2005-1; thus, the Bank
recognized an impairment loss of $10,399 thousanidemeficial securities under securitization in@01

PROPERTIES, NET
December 31
2011 2010
Cost
Land $ 9385367 $ 8,561,175
Buildings 6,554,856 6,099,092
Computers 2,851,414 2,627,938
Transportation equipment 503,728 482,010
Miscellaneous equipment 1,506,314 1,408,625

20,801,679 19,178,840

Less: Accumulated depreciation

Buildings 1,764,995 1,550,597
Computers 2,291,258 2,159,612
Transportation equipment 370,902 331,960
Miscellaneous equipment 1,124,733 1,025,072
5,551,888 5,067,241

15,249,791 14,111,599

Prepayments 349,726 82,857

$ 15,599,517 $ 14,194,456

INTANGIBLE ASSETS
December 31
2011 2010
Goodwill $ 3,798,806 $ 3,662,701
Computer software 237,469 329,209

4,036,275 $ 3,991,910

In testing assets for impairment, the Bank defiremd operating unit or operating segment as a
cash-generating unit (CGU), except for rentabletasand idle assets using net fair value as reabler
amount. Goodwill on the acquisition of the KaolngjuBusiness Bank Co., Ltd. and Chu Nan Credit -
Cooperative Association was allocated to operatings or operating segments (CGUs with allocated
goodwill). The recoverable amount of a CGU wasedsined at its value in use. The Bank estimates
the next five years’ cash flows of a CGU by takintp consideration the actual performance of eaGluC
business cycle, etc. under the going-concern agsump The discounted present value of cash flasvs i
used to determine the value in use of each CGU e discount rates for future cash flows of CGUs were
determined using the capital asset pricing mod@lRK2). The testing for asset impairment showed that
no impairment losses had been incurred.
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16. OTHER ASSETS, NET

December 31
2011 2010

Refundable deposits $ 1,229,609 $ 1,225,445
Rentable assets, net (less accumulated deprecationnting to

$23,076 thousand in 2011 and $21,621 thousandli 20d less

accumulated impairment amounting to $24,139 thaliga2011

and $24,139 thousand in 2010) 870,339 628,507
Idle assets, net (less accumulated depreciatiomiating to $25,186

thousand in 2011 and $4,320 thousand in 2010 asd le

accumulated impairment amounting to $28,831 thaliga2011

and $30,042 thousand in 2010) 345,993 85,125
Prepaid expenses 162,900 227,952
Foreclosed collaterals 54,602 -
Deferred charges, net 4,146 2,425

$ 2,667,589 $ 2,169,454

There were no indications that the value in useeofable assets, idle assets and foreclosed calkte
significantly exceeded net fair value, which wasdisas the recoverable amount. Thus, the Bank
designated real estate appraisal firms and the 'Bappraisal center to valuate these assets. THmk B
recognized a net reversal of impairment loss o0F@P thousand in 2010. This reversal was maing d
to the transfer of some idle assets to properties.

In accordance with the evaluation of the recoveralphount of refundable deposits, the Bank recodrare
impairment loss reversal of $1,150 thousand in 2010
17. DUE TO THE CENTRAL BANK AND OTHER BANKS

December 31

2011 2010
Call loans from banks $ 29,683,742 $ 28,940,878
Deposits from Chunghwa Post Co., Ltd. 8,026,290 9,623,530
Due to banks 275,532 178,109
Bank overdraft 34,946 105,681
Due to the Central Bank 32,416 21,616

$ 38,052,926 $ 38,869,814

18. SECURITIES SOLD UNDER REPURCHASE AGREEMENTS
Securities sold for $13,247,387 thousand and $#7232 thousand, under repurchase agreements as of

December 31, 2011 and 2010, respectively, woulpusehased for $13,261,731 thousand and $17,406,396
thousand by June 28, 2012 and August 4, 2011, cteply.
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19.

20.

21.

PAYABLES

Checks for clearing
Acceptances

Accrued interest

Factoring accounts payable
Accrued expenses
Collections payable
Accounts payable

Tax payable

Other payable - ESFHC
Other

DEPOSITS AND REMITTANCES

Deposits:
Checking
Demand
Savings - demand
Time
Negotiable certificates of deposit
Savings - time
Remittances

BANK DEBENTURES

Bonds issued on June 24, 2005; 2.75% interestp@ganually;
principal repayable on maturity date (10 yearsrdfte issue date).

Subordinated bonds issued on October 11, 2005gBiteate at the
one-year time savings deposit floating rate of Gmwa Post Co.,
Ltd. plus 0.425%, payable quarterly; principal nggdale on
maturity (7 years after the issue date).

Subordinated bonds issued on October 19, 200552 18terest,
payable annually; principal repayable on maturity€ars after

the issue date).

Subordinated bonds issued on November 4, 2005gstteate at the
one-year time savings deposit floating rate of Gmwa Post Co.,
Ltd. plus 0.4%, payable annually; principal repdgain maturity

(7 years after the issue date).

December 31

2011 2010
9,408,051 $ 3,195,583
2,263,778 1,859,329
1,740,532 1,396,670
1,380,320 258,492
1,379,346 1,212,210
428,396 412,486
303,392 292,010
157,821 148,277

6,161 -

950,059 1,136,839
$ 18,017,856 $ 9,911,896

December 31

2011 2010
$ 11,197,957 9,175,765
200,694,046 184,974,280
248,676,075 224,739,514
260,304,146 253,836,574
9,469,600 29,166,300
232,184,461 202,511,734
315,542 356,680
$ 962,841,827 $ 904,760,847

December 31

2011

5,000,000

2,000,000

1,400,000

1,600,000

2010

$ 5,000,000

2,000,000

1,400,000

1,600,000
(Continued)



Two types of subordinated bonds issued on Augus?@d6; interest
rate at (a) 90 days’ interest rate for commercaglgy (stated
below) plus 0.25% for type A bond; and (b) 2.60%&rast for
type B bond; interest payable annually for bothdtypes;
principal repayable on maturity (7 years afteritseie date).

Two types of subordinated bonds issued on Jun2; interest
rate at (a) the one-year time savings depositifigatite of Bank
of Taiwan plus 0.5% for type A bond; and (b) 90 slagterest
rate for commercial paper plus 0.39% for type Bdyonterest
payable annually for both bond types; principabnggble on
maturity (7 years after the issue date).

Subordinated bonds issued on February 15, 2008%@idterest,
payable annually; principal repayable on maturity¢ars after
the issue date).

Subordinated bonds issued on October 24, 2008%3idterest,
payable annually; principal repayable on maturity¢ars after
the issue date).

Subordinated bonds issued on February 20, 2000%idaterest,
payable annually; principal repayable on matutyé¢ars after
the issue date).

Subordinated bonds issued on March 5, 2009; 2. h5étast,
payable annually; principal repayable on matuisty (years after
the issue date).

Two types of subordinated bonds issued on Apra(B9; interest
rate at (a) 2.15% for Type A bond arj 2.50% for Type B bone
interest payable annually for both bond types;qpial repayable
on maturity (5.5 years for Type A bond and 7 ydars'ype B
bond after the issue date).

Subordinated bonds issued on May 18, 2009; 2.3%teist payable
annually; principal repayable on maturity (5.5 yeatter the issue
date).

Subordinated bonds issued on July 17, 2009; 2.508eist payable
annually; principal repayable on maturity (7 yeaifter the issue
date).

Subordinated bonds issued on October 20, 200992iBterest
payable annually; principal repayable on maturity¢ars after
the issue date).

Subordinated bonds issued on May 28, 2010; 2.2@8teist payable
annually; principal repayable on maturity (7 yeaifter the issue
date).

Subordinated bonds issued on July 13, 2010; 2.208teist payable
annually; principal repayable on maturity (7 yeaifter the issue
date).

Subordinated bonds issued on May 24, 2011; 1.738teist payable
annually; principal repayable on maturity (7 yeaifter the issue
date).

Subordinated bonds issued on October 28, 2011% iBt&rest
payable annually; principal repayable on maturity€ars after
the issue date).

December 31

2011

6,000,000

3,700,000

2,300,000

300,000

1,000,000

500,000

500,000

1,800,000

900,000

1,500,000

3,000,000

2,500,000

2,100,000

2,900,000

2010

$ 6,000,000

3,700,000

2,300,000

300,000

1,000,000

500,000

500,000

1,800,000

900,000

1,500,000

3,000,000

2,500,000

$ 39,000,000 $ 34,000,000

(Concluded)
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The details of bank debentures designated at &irevthrough profit or loss are summarized below:

December 31,
2010

Three types of bonds issued on February 27, 200rest rates at 3.03% if six-month

London Interbank Offered Rate for U.S. Dollar (6MBDR) is less than or equal to

2.5%, or 5.2% minus 6M LIBOR if 6M LIBOR is moreaih 2.5%, with all interest

rates not to fall below 0% and interest payablatgug for all bond types; principal

repayable on maturity (7 years after the issue)date $ 1,000,000
Five bond types issued on May 10, 2004; interdssrat (a) (6M LIBOR plus 00®1%)

x n/N for type A bond; (b) (6M LIBOR plus 0.5002%n/N for type B bond; (c)

(6M LIBOR plus 0.5003%) x n/N for type C bond; (6M LIBOR plus 0.5004%) x

n/N for type D bond, with 6M LIBOR for types A to libnds between 1% and 2% in

the first year, between 1% and 2.25% in the segead, between 1.05% and 3.00%

in the third year, between 1.05% and 3.50% in theth year, between 1.1% and

4.0% in the fifth year, between 1.10% and 4.25%hésixth year, between 1.1% and

4.5% in the seventh year; “n” means the total ddy&M LIBOR between the

foregoing interest rate range in each interestibgaueriod; “N” means total days of

each interest-bearing period; and (e) 1.15 timekefen years’ US$ Constant

Maturity Swap (CMS) minus the two years’ US$ CMShainterest rates not to fall

below 0% for type E bond; interest payable quayrtien all bond types; principal

repayable on maturity (7 years after the issue)date 2,300,000
Three types of bonds issued on May 19, 2004, isteates at (a) 3% if 6M LIBOR is

less than or equal to 2.5%, or 5.3% minus 6M LIBO6&M LIBOR is more than

2.5% for type A bond; (b) 6M LIBOR if 6M LIBOR igks than 1.1%, or 3.82% if

6M LIBOR is between 1.1% and 2.5%, or 5% minus 6I@QR if 6M LIBOR is

more than 2.5% for type B bond; and (c) 6M LIBORM LIBOR is less than 1.1%,

or 4% if 6M LIBOR is between 1.1% and 2.0%, or 5.4fitus 6M LIBOR if 6M

LIBOR is more than 2%, with all interest rates twfall below 0% and interest

payable semiannually for all bond types; princiggdayable on maturity (7 years

after the issue date). 900,000
Bonds issued on June 1, 2004; interest rate at BOR if 6M LIBOR is less than

0.9%, or 4% if 6M LIBOR is between 0.9% and 3.5%5%% minus 6M LIBOR if

6M LIBOR is more than 3.5%, with all interest rates to fall below 0% and interest

payable semiannually; principal repayable on mati¥i years after the issue date). 500,000

4,700,000
Valuation adjustment 18,248
Financial liabilities designated at fair value tigh profit or loss $ 4,718,248

Commercial paper interest rates for 90 days aratiflg interest rates were based on the averageghte
rate quoted by Hong Kong’'s Moneyline Telerate aedt@rs.

To increase the Bank’s capital adequacy ratio arehgthen its capital structure, the Board of Divex
resolved the issuance of domestic subordinated Habkntures with aggregate face value of $5,000,000
thousand on March 16, 2012. The Bank is goingpiayato the Financial Supervisory Commission for
approval of this issuance.
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22. OTHER FINANCIAL LIABILITIES

December 31

2011 2010
Principal of structured products $ 1,631,949 $ -
Guarantee deposits received 217,088 171,739
Appropriations for loans 94,606 132,976

$ 1,943,643 $ 304,715
Under the Financial Supervisory Commission’s guiaed, “Accounting for the Principal of Structured

Products,” effective January 1, 2011, the Bankmixthe principal of structured products as otherfcial
liabilities instead of deposits.

23. OTHER LIABILITIES

December 31

2011 2010
Advance receipts $ 963,921 $ 1,106,189
Deferred income tax liabilities 351,023 236,345
Reserve for land revaluation increment tax 79,368 55,197
Reserve for losses on guarantees 66,504 14,294
Reserve for losses on the sale of bonds - 83,866
Other 20,229 16,087

$ 1,481,045 $ 1,511,978

24. PENSION PLAN

The Bank has a defined benefit pension plan foregjular employees. Under this plan, the Bank make
monthly contributions, equal to 2% of salaries amadjes, to a pension fund. The fund is depositéden
Bank of Taiwan in the name of the employees’ fuddhimistration committee, which manages the fund.
The difference between the contributions and thesip@ costs based on actuarial calculations is sitgab

in a financial institution in the name of the emy@es’ pension fund administration committee. TlaaiB
amended the defined benefit plan in 2005. Upoireraent, an employee will receive an amount
calculated on the basis of service years.

The Labor Pension Act (the “Act”), which took effean July 1, 2005, provides for a new, defined
contribution pension plan. Bank employees who wgergiect to the Labor Standards Act (LSA) before
the enforcement of this Act were allowed to chotmseontinue being subject to the LSA or to be sttbje
instead to the pension mechanism under the Adh, thiir service years before the enforcement of Alait

to be retained. Based on the Act, the rate of Baek's monthly contributions to the employees’
individual pension accounts is at 6% of monthlyagak and wages. For employees who chose to keep o
using the pension mechanism under the LSA, the Baskcontinued to make monthly contributions to the
pension fund from July 1, 2005 at the same rate,a2%alaries and wages. Pension expenses were
$181,219 thousand in 2011 and $168,009 thousara®1®, of which $147,534 thousand and $131,544
thousand, respectively, were under the Act.
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Other information in 2011 and 2010 on the defineddjit plan was as follows:

2011 2010
a. Net pension cost
Service cost $ 23,461 $ 26,035
Interest cost 24,003 25,760
Actual loss (return) on plan assets 104,685 (161,348)
Amortization (118,464) 146,018
Net pension cost $ 33,685 $ 36,465
December 31
2011 2010
b. Reconciliation of the plan funded status to hedasheet amounts
Benefit obligation:
Vested benefit obligation $ (130,877) $ (124,294)
Non-vested benefit obligation (725,995) (653,426)
Accumulated benefit obligation (856,872) (777,720)
Additional benefits based on future salaries (455,294) (422,414)
Projected benefit obligation (1,312,166) (1,200,134)
Fair value of plan assets 997,413 1,096,313
Funded status (314,753) (103,821)
Unrecognized transitional net asset (17,747) (19,004)
Unamortized prior service cost 64,999 74,803
Unamortized net pension gains or losses 287,844 68,499
Prepaid pension (part of other assets - others) $ 20,343 $ 20,477
Vested benefits $ (150,663) $ (141,696)
c. Actuarial assumptions
Discount rate 1.75% 2.00%
Rate of increase in compensation 2.50% 2.50%
Expected long-term rate of return on plan assets 1.75% 2.00%
2011 2010
d. Summary of pension fund contributions and paysen
Contributions $ 33,551 $ 33,792
Payment of benefits $ 27,766 $ 33,417
25. SERVICE FEE INCOME, NET
2011 2010
Service fee $ 5,972,205 $ 5,366,727
Service charge (972,296) (859,775)

4,999,909 $ 4,506,952
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26. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENS ES

27.

Personnel expenses
Salaries
Insurance
Pension
Other
Depreciation expenses
Amortization expenses

INCOME TAX

a. Income tax was calculated as follows:

Income tax expense - current before tax credits

Net change in deferred income tax:
Loss carryforwards
Unrealized gain or loss on financial instruments
Unrealized foreign exchange gain
Goodwill
Tax credits
Effect of tax law changes on deferred income tax
Impairment losses on assets
Valuation allowance for deferred income tax assets
Allowance for possible losses and reserve for losse

guarantees
Adjustment of prior year's tax

Income tax expense

2011

$ 4,121,475
281,615
181,219
210,794
615,101
198,190

2011
$ 325,314

234,729
17,857
4,629
2,314
1,881

(2,96;1)
(9,178)

(135,669)
6,191

$ 445,104

2010

$ 3,766,521
244,174
168,009
190,866
678,630
223,984

2010
$ 263,312
330,416
3,740
(15,922)
338

9,363
7,025
9,178
1,265

$ 608,715

In May 2010, the Legislative Yuan passed the amemdrof Article 5 of the Income Tax Law, which
reduced a profit-seeking enterprise’s income ta® feom 20% to 17%, effective 2010. The Bank
recalculated its deferred tax assets and lialslitreaccordance with this amendment and recorded th

resulting difference as an income tax expense 1920

b. A reconciliation of income tax expense - curreetore tax credits and income tax expense on iecom

before income tax is shown below:

Income tax expense on income before income tatatittery
rate (17%)

Permanent differences:
Tax-exempt income
Others

Temporary differences

Income tax expense - current before tax credits
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2011

$ 612,465
(235,025)

(165,959)
113,833

$ 325,314

2010

$ 780,313
(278,365)

(243,794)
5,158

$ 263,312



c. Net deferred income tax liabilities (part of ethiabilities) were as follows:

December 31

2011 2010
Deferred income tax assets
Allowance for possible losses and reserve for Dsse
guarantees $ 135,669 $ -
Unrealized loss on the valuation of financial ingtents 88,654 82,559
Loss carryforwards 52,396 287,125
Tax credits 7,297 9,178
Impairment losses on assets 6,985 4,021
Cumulative translation adjustments 1,221 26,252
292,222 409,135
Less: Valuation allowance for deferred incomedasets - 9,178
292,222 399,957
Deferred income tax liabilities
Unrealized foreign exchange gain (18,272) (13,643)
Goodwill (624,973) (622,659)
(643,245) (636,302)
Net deferred income tax liabilities $ (351,023) $ (236,345)

As of December 31, 2011, there were unused losgfoarards amounting to $308,211 thousand and
tax credits amounting to $7,297 thousand for persbimaining expenditures.

d. Imputed tax credit is summarized as follows:

December 31

2011 2010
Balance of stockholders’ imputed tax credit $ 21,485 $ 17,112

For the distribution of the 2010 earnings, the alctreditable tax ratios were 0.77% for both cash
dividends and stock dividends. The Bank estimahbes creditable tax ratio for distributing 2011

earnings at 0.67%. The actual creditable tax maidy differ from the estimated creditable tax ratio
since this ratio is computed on the date the diuide actually paid or distributed.

e. The unappropriated earnings generated befotmdaf, 1998 as of December 31, 2011 and 2010 were
$91,777 thousand for each of these year-end dates.

f.  The main effective tax rate for calculating theferred income taxes for 2011 and 2010 was 17%.

g. Income tax returns through 2006 had been exahbgeahe tax authorities. In their assessmenhef t
2001 to 2005 (except 2003) tax returns, the takaities denied the creditability of 10% withholdin
tax on interest revenue on bonds pertaining toogerivhen those bonds were held by other investors.
The tax authorities examined the Bank’'s over-distion of the stockholders’ imputed tax credit
amounting to $27,416 thousand in their assessnfettteo2001 to 2005 (except 2003) stockholders’
imputed tax credit returns because of the foregaiitgholding taxes. The Bank filed an application
for the refund of overpaid tax and also initiateda@ministrative litigation. The Bank did not acer
the related liabilities because the tax authofitreexamination showed no over-distribution of the
stockholders’ imputed tax credit on the 2002 to20éxcept 2003) stockholders’ imputed tax credit
returns.
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On the goodwill amortization of $2,854,794 thousamdulting from the merger of the Bank with
Kaohsiung Business Bank Co., Ltd. (KBB) and rembitethe income tax returns from 2004 to 2006,
the tax authorities disapproved the related expéesause the authorities considered the goodwill on
the purchase of KBB’s assets, liabilities and opi@na as having resulted from a subsidy authorized
the Executive Yuan to be released from the Reswiufrust Corporation fund and not the Bank's use
of its own cash. The Bank disagreed with the tatk@rities’ decision and initiated an administrativ
litigation. In addition, the Bank did not accrugetrelated liabilities because the possibility of a
positive result on the Bank’s administrative litiga is high.

28. EARNINGS PER SHARE

29.

The numerators and denominators used in calculangings per share were as follows:

Earnings Per Share

(Dollars)
Amount (Numerator) Shares Before After
Before After (Denominator  Income Income
Income Tax Income Tax in Thousands) Tax Tax
2011
Basic earnings per she
Net income $ 3,602,734 $ 3,157,630 3,771,285 $ 09 $ 0.84
2010
Basic earnings per she
Net income $ 4,590,076 $ 3,981,361 3,720,600 $ 123 $ 1.07

The number of shares outstanding was retroactidjysted to reflect the effects of the stock diide
distributed in the year following earnings apprapan. Because of this adjustment, the basic egsni
per share before and after income tax decreasedNf6$1.31 to NT$1.23 and from NT$1.13 to NT$1.07
for 2010.

STOCKHOLDERS’ EQUITY

The stockholders resolved to use the unappropresetings of $1,476,000 thousand as stock dividehds
147,600 thousand shares. This issuance was agpibgwvthe Ministry of Economic Affairs (MOEA).

The stockholders resolved to use the unappropresetings of $2,106,000 thousand as stock dividehds
210,600 thousand shares. This issuance was agpbguwhie MOEA.

In November 2011, the Bank increased its capitahbyp00,000 thousand and issued 500,000 thousand
shares at NT$15.00 per share. E.SUN FinancialiriggdCompany, Ltd. (ESFHC) subscribed for all the
new shares. This issuance was approved by the MOBA of December 31, 2011, the Bank’s issued
and outstanding capital stock amounted to $42,206t8ousand.

The Board of Directors resolved to distribute timappropriated earnings of $1,519,000 thousandoak st

dividends of 151,900 thousand shares and to ragsauthorized capital to $43,725,000 thousand orciVa
16, 2012. The issuance of common stock is wafonghe approval of the stockholders.

-32-



The Bank’s Articles of Incorporation provide thhetfollowing should be appropriated from the anmedl
income less any accumulated deficit:

a. 30% as legal reserve;
b. Special reserve, if needed; and
c. From any remainder -

1) 94% as dividends;
2) 1% as remuneration to directors; and
3) 5% as bonus to employees.

The stockholders may decide not to declare anydeids or decide to distribute only a portion of the
distributable earnings.

Under the Bank’s dividend policy, the issuance totk dividends takes precedence over the payment of
cash dividends to strengthen the Bank’s finandialcture. This policy is also intended to imprdawe
Bank’s capital adequacy ratio and keep it at allbigher than the ratio set under relevant regoitei
When dividends are declared, cash dividends musitt beast 10% of total dividends declared, unléss t
resulting cash dividend per share falls below NI80. However, cash dividends should not be more tha
15% of paid-in capital if legal reserve is lesgtlize total paid-in capital.

For 2011 and 2010, the bonus to employees and mmaion to directors, which totaled $123,924
thousand and $179,234 thousand, respectively, agré W% (employees’ bonus) and 1% (directors’
remuneration) of the appropriation of earnings,ensrcrued on the basis of past experience. Ihones
and remuneration proposed by the Board of Direatbesige materially, the change should be included i
the expenses of the current year. If the bonusrandineration approved by the Bank’s stockholders
differ from the Board of Directors’ proposal, tiikange should be treated as a revision of the atiogu
estimate, and the related accrued expenses shewddjbsted in the year of the stockholders’ apgrofa
the bonus and remuneration.

The appropriations of earnings for 2010 and 2008:vegproved in the stockholders’ meetings on May 6,
2011 and April 30, 2010, respectively. The appatfmns and dividends per share were as follows:

Dividends Per Share

Appropriation of Earnings (NT$)
2010 2009 2010 2009
Legal reserve $ 1,194,408 $ 532,330
Cash dividends 702,000 541,984 $ 020 $ 0.16
Stock dividends 2,106,000 1,476,000 0.60 0.44

The bonus to employees and the remuneration totdiefor 2010 and 2009, which were approved in the
stockholders’ meetings on May 6, 2011 and April 310, respectively, were as follows:

2010 2009
Bonus to employees - cash $ 149,362 $ 107,340
Remuneration to directors - cash 29,872 21,468

On the bonus to employees and the remuneratiomgctars, there was no difference between the agpro
amounts and the accrued amounts recognized inrthiecial statements for the years ended Decemher 31
2010 and 2009.
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The appropriations of earnings for 2011 were apgtlow the Board of Directors’ meeting on March 16,
2012. The appropriations and dividends per sharasfollows:

Dividends
Appropriation ~ Per Share
of Earnings (NT$)
Legal reserve $ 947,289
Special reserve 221,557
Cash dividends 422,476 $ 0.10
Stock dividends 1,519,000 0.36

The proposal on appropriations of earnings for 20d/ich includes the bonus to employees and
remuneration to directors, is waiting for the amatoof the stockholders. Information on the
appropriation of earnings or deficit offsetting da@ accessed through the Web site of the TaiwackSto
Exchange (http://emops.tse.com.tw).

Under the Company Law, legal reserve should beogpated until the reserve equals the Bank’s paid-i
capital. This reserve may be used to offset acilefi Under the Company Law revised on January 4,
2012, when the reserve exceeds 25% of the Banidsipa@apital, the excess may be distributed astalap
or cash dividends. In addition, the Banking Lamits the appropriation of cash dividends to 15%hef
Bank’s paid-in capital. But when the legal reseegeials the Bank’'s paid-in capital, this 15% limiay

be waived.

Under a Securities and Futures Bureau directispegial reserve is appropriated from the balanabef
retained earnings at an amount that is equal tale¢bé balance of unrealized loss on financialrimeents
in the stockholders’ equity section. The balaricthe special reserve is adjusted to reflect arangls in
the debit balance of unrealized loss on finanaisiruments.

Under Financial Supervisory Commission (FSC) gumds, the Bank reclassified to special reserve an
$83,866 thousand trading loss reserve in placé Datember 31, 2010. This special reserve maysed u
to offset a deficit and may be appropriated whealleeserve reaches 50% of the Bank’s paid-in ahpit

In their meeting on June 28, 2011, ESFHC'’s stoakdrsl resolved to increase its capital by issuing ne
shares and reserved 15% of the new shares foruthecigption by the employees of ESFHC and its
subsidiaries. The Bank recognized $160,418 thaljstoe fair value of the options on the grant date,
under salary expenses for share-based paymentaled capital surplus in 2011.

On June 29, 2010, ESFHC announced the transfdranés to employees of ESFHC and its subsidiaries at
per share amounts of NT$8.02 and NT$13.50, res@dgtibased on the date of share acquisition. bUnde
an explanation issued by the Accounting ReseardhDavelopment Foundation (ARDF) of the Republic
of China, the Bank recognized $105,684 thousanceiusdlary expenses for share-based payment and
under capital surplus in 2010.

Under the Articles of Incorporation of ESFHC, theoyees of ESFHC's subsidiaries could be included
in the distribution of bonus to employees. Thag, Bank recognized the estimated distribution afresh
bonus to the Bank’s employees under salary expemsksnder capital surplus at $87,848 thousandieach
2011 and $100,464 thousand each in 2010.

If the bonus proposed by ESFHC’s Board of Directdrange materially, the change should be included i
the expense of the current year. If the actuatidigion of share bonus to the Bank's employeédtedi
from the estimated distribution, this change shdaddreated as a revision of the accounting estinaaid
the related accrued expenses and capital surptugddshe adjusted in the year of ESFHC'’s stockhalder
approval of the bonus.
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30.

Under related regulations, capital surplus may Seduo offset a deficit. Capital surplus arisimgni
issuance of shares in excess of par value (ingudsuance in excess of common stock par valuggise

of shares for combinations and treasury stock &@itns) and donations may be transferred to common
stock on the basis of the percentage of shareshiyellde stockholders. Any capital surplus transi@to
common stock should be within a certain percentagscribed by law. Based on the Company Law
revised on January 4, 2012, the foregoing capitgdlss may be distributed as cash dividend as well.

Under the integrated income tax system, which &fééct on January 1, 1998, the stockholders aosvald

a tax credit for their proportionate share of theome tax paid by the Bank on earnings generatex si
1998. An imputation credit account (ICA) is maingd by the Bank for such income tax and the tax
credit allocated to each stockholder. The maximuadit available for allocation to each stockholder
cannot exceed the balance shown in the ICA ondle af dividend distribution.

RELATED-PARTY TRANSACTIONS

In addition to Table 1 and those mentioned in othetes, the significant related-party transactiare
summarized as follows:

a. Related parties

Related Party Relationship with the Bank

E.SUN Financial Holding Company, Ltd. (ESFHC) Parent company

E.SUN Securities Corporation (“E.SUN Securities”) Subsidiaries of ESFHC
E.SUN Venture Capital Co., Ltd., E.SUN Insurance
Broker Co., Ltd. (“E.SUN Insurance Broker”), and
E.SUN Securities Investment Consulting Corp.

E.SUN Foundation and E.SUN Volunteer & Social One third of the funds are donated by the B
Welfare Foundation

Fugi Consulting Co., Ltd. (formerly Fubon Secustie The Bank is a director of these two companies
Finance Co.) and Bank-Pro E-Service Technology

Co., Ltd.

Financial Information Service Co., Ltd. The Bank was a supervisor of the company
until June 25, 2010

Joseph N. C. Huang Representative of an institutional director and
president of the Bank

Suka Chen Vice president of ESFHC

Heng-Hwa Yang Deputy president (retired in November 2010)

Joe Huang Head of consumer banking

Wei-Chin Chien General auditor

J.C. Wang Vice president

Shuei-Ping Wan Vice president

Kuan-Her Wu Executive vice president

Wu-Shin Chen Executive vice president

Jhong-Cheng Shun Executive vice president

Jih-Hsiung Tseng Executive vice president

Zhi-Guang Huang Executive vice president

Shui-Chin Shen Executive vice president

Chin-Lung Wang Manager

Chien-Li Huang Manager

Oliver Hsieh Manager

Ching-Lee Kao Manager

Wen-Chuan Tu Manager

(Continued)
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Related Party

Relationship with the Bank

Cji-Gan Chung
Cheng-Ta Lee
Davis Tsai

Daniel Lin
Edward Chen
Vivian Ho

Yi-Hsin Tseng
Chun-Nan Tsai
Yu-Shyang Guo
Te-Ming Chung
Tung-Pao Cheng
Rong-Huel Chang
L.C. Lin

Jia-Tie Huang
Renny Wang
Tung-Chiang Chen
San-I Chen
Edward Chen
Yao-Bing Lin
David H.C. Lien
Mei-Nu Chen
James Wu

[-Chih Liu

Day-Yu Chen
Cheng-Hao Chang
Gilbert Chang
Shin-Ching Wei
Wan-Li Hsieh
Kuo-Hsien Huang
Ping-Huei Chen
Kuo-Chin Cheng
Tsun-Jen Ke
Ming-Chang Huang
Fu-Shun Chang
Tomy Wong
Ing-Dar Wu
Tung-Yu Hung
Feng-Tin Liao
Yung-Cheng Chen
Yueh-Pin Liu
Benny Chen
Cheng-Hsien Tseng
[-Shun Chou
Kuo-Huei Chang
Peter Chen
Tsung-Pin Chen
Dena Chiou
Shih-Hui Lin

Ho Hsu
Fu-Chung Huang
Kuang-Yi Hung
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Manager
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Related Party

Relationship with the Bank

Sin-Hua Chen
Yu-Kai Huang
Wen-Chian Chang
Ming-Hong Lee
Huei-Ling Tsai
Cyong-Ru Lu
Cheng-Lin Ko
Po-Liang Hsieh
Vincent Chen
Nan-Ming Chen
Wu-Tzeng Li
Yi-Shing Hsiao
Gwo-Shyang Lin
Babby Huang
Shih-Jung Cheng
Eric Huang
Shu-Lin Cheng
Randy Cheng
Chiun-Cheh Lin
Bruce Lee
Don-Wen Liu
Yin-Sung Liu

Other

Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager
Manager

Related to the ex-chairman within the second

degree of consanguinity

Directors, supervisors, managers and related to
the Bank’s chairman and president within
the second degree of consanguinity

Significant transactions between the Bank ateded parties

2011
1) Loans
2) Deposits
2010
1) Loans

2) Deposits

(Concluded)
December 31
% to Interest Revenue
Amount Total Rate (%) (Expense)
$ 769,762 - 1.197-3.87 $ 8,916
$ 10,304,861 1 0-6.90 $ (77,644)
$ 520,301 - 0.75-2.75 $ 7,137
$ 9,214,102 1 0-7.60 $ (49,658)
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December 31

2011 2010
% to % to
Amount Total Amount Total
3) Other receivable (part of receivables)

ESFHC $ 242,628 _ 1 $ 176,533 -
4) Refundable deposit $ 1,086 - $ 1,086 -
5) Prepaid expense (part of other assets) $ 2391 - $ 2391 -
6) Interest payable (part of payables) $ 11,975 - $ 12,260 _ -
7) Remuneration to directors and supervisors

(part of payables) $ 20,654 - $ 29,872 -
8) Other payable (part of payables)

ESFHC $ 6,161 - $ - -
9) Accrued expenses (part of payables) $ 7962 - $ - -

10) Guarantee deposits received (part of other

financial liabilities) $ 8910 - $ 8557 3

11) Unearned revenue (part of other liabilites) $ 3,510 - $ 3,376 -

The Bank’s parent company, ESFHC, has filed codat#d corporate tax returns, i.e., including the
Bank’s income tax return, from 2003, as allowedbstain tax regulations.

2011 2010
% to % to
Amount Total Amount Total
12) Rental income
E.SUN Securities $ 28,027 54 $ 23,345 54
ESFHC 5,578 11 5,460 13
Other 4,924 9 3,864 9
$ 38,529 _74 $ 32,669 6
13) Donation (part of general and
administrative expenses) $ 30,228 1 $ 16,485 -
14) Other (part of general and administrative
expenses) $ 47,029 1 $ 45,014 1

The above donation is for E.SUN Volunteer & SotMlfare Foundation’s social welfare charity
and for E.SUN Foundation’s culture and educaticmmtion.
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15) Directors as credit guarantors

December 31

Rate of
Interest Rate Guarantee
Amount % to Total (%) Service Fee (%)
2011 $ 155,250 - 1.261-2.17 -
2010 $ 37,500 - 2.02-2.08 -

16) The Bank made cross-currency swap transactiotis ESFHC. The realized gain was $8,240
thousand in 2010.

17) For expansion purposes, the Bank took ovemofierating lease of the Hsinchu branch of E.SUN
Securities; thus, the latter preterminated itsld@se contract and disposed of the furnishing and
Internet facilities installed during E.SUN Secw#i tenancy. Under a bilateral agreement, the
Bank gave E.SUN Securities a compensation of $7)8@2sand (part of general and administrative
expenses) for the loss from relocation. The corsgion was based on the carrying value of the
foregoing assets of E.SUN Securities. As of Dean®i, 2011, the unpaid amount was $7,962
thousand (part of payables).

The Bank has operating lease contracts with relgdeties, which cover certain office spaces withie
Bank’s building. The monthly or quarterly rentalghich were receivable in advance, were based on
rentals for buildings near the Bank.

The interest rates shown above are similar toppraximate, those offered to third parties. Howeve
the interest rates for deposits given to managetheoBank are the same as the interest rates for a
certain amount of employees’ savings deposits.

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

c. Compensation of directors, supervisors and nme&nagt personnel

2011 2010
Salaries $ 36,542 $ 34,646
Incentives 14,891 14,775
Special compensation 2,640 3,320
Bonus 23,185 33,246

$ 77,258 $ 85,987

31. PLEDGED ASSETS
a. In addition to those mentioned in other notes pledged assets were as follows:

December 31

2011 2010
Financial assets at fair value through profit @sl¢bonds and
securities at face value) $ 389688 $ 5,390,800
Receivables (bonds) 9,900 200
(Continued)
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December 31

2011 2010
Available-for-sale financial assets (bonds at feaieie) $ 51,000 $ 243,300
Held-to-maturity financial assets (bonds and s¢iesrat face
value) 22,936,936 9,552,700
Other financial assets 757 737

$ 23,388,281 $ 15,187,737
(Concluded)

As of December 31, 2011 and 2010, the foregoingrtess, with aggregate face value of $10,900,000
thousand and $9,000,000 thousand, respectively, besmh provided as collaterals for day-term

overdraft to comply with the Central Bank’s clegrsystem requirement for real-time gross settlement
(RTGS). The unused overdraft amount at the eralddy can also be treated as the Bank’s liquidity
reserve.

The Bank is authorized by the Central Bank (CBbhef Republic of China to act as a national treasury
agent bank. For its role as the CB’s agent anddwoering its call loans from the CB, the Bank had
provided securities as collaterals with aggregate fvalue of $10,300,000 thousand and $4,100,000
thousand as of December 31, 2011 and 2010, regelgcti It had also provided other securities as
collaterals for operating reserve and judiciarysional seizure.

b. To expand its capital sourcing and enhanceiqtsdity position, the Bank’s Los Angeles Branch
obtained access privileges at the Discount Windbthe Federal Reserve Bank of San Francisco. For
this access, the Branch pledged the following asset

(In Thousands of U.S. Dollars)

Outstanding Collateral

Date Loan Balance Value
December 31, 2011 $ 10,100 $ 8,997
December 31, 2010 $ 16,488 $ 12,860

32. CONTINGENCIES AND COMMITMENTS
In addition to those mentioned in other notes citiamitments as of December 31, 2011 were as follows

a. Renewable operating lease agreements on prewmieepied by the Bank’s branches will expire
sequentially before May 2020. Rentals are caledlan the basis of the leased areas and are payable
monthly, quarterly or semiannually. As of DecemBér 2011, refundable deposits on these leases
totaled $847,883 thousand (shown as ‘“refundabledityi). Minimum annual rentals for the next
five years are as follows:

Year Amount

2012 $ 537,544
2013 459,165
2014 372,623
2015 301,518
2016 210,938
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Total rentals for January 2017 to May 2020 will eaggate $54,417 thousand. The aggregate present
value of these rentals is $50,465 thousand, digeduat 1.08%, which was the annual fixed interest
rate set by Chunghwa Post Co., Ltd. for its one-tiege savings deposits as of the balance sheet dat

b. Agreements on the acquisition and decoratiorbwfdings and various purchases related to the
improvements of existing premises occupied by tlakB branches amounted to approximately
$370,394 thousand. As of December 31, 2011, theaireng unpaid amount was approximately
$180,332 thousand.

33. AVERAGE AMOUNT AND AVERAGE INTEREST RATE OF INT EREST-EARNING ASSETS
AND INTEREST-BEARING LIABILITIES

Average balance was calculated at the daily avdrafgnces of interest-earning assets and inteesstrg

liabilities.
2011 2010
Average Average Average Average
Balance Rate (%) Balance Rate (%)

Interest-earning assets
Cash and cash equivalents - due from banks $ 2,855,008 012 $ 1,654,719 0.08
Call loans to banks 2,954,736 0.43 2,879,923 0.39
Due from the Central Bank 25,378,321 0.59 75,581,859 0.57
Held-for-trading financial assets - bonds 1,065,991 2.68 1,249,268 2.24
Held-for-trading financial assets - bills 13,306,210 0.73 94,515,070 0.56
Financial assets designated at fair value thre

profit or loss - bonds and bills 32,362,593 1.92 29,983,950 2.14
Securities purchased under resell agreements 162,352 0.69 1,955,642 0.31
Discounts and loans 634,188,081 2.18 579,552,768 1.97
Receivables on credit cards 15,518,646 13.98 16,354,055 13.10
Available-for-sale financial assets - bonds 42,353,424 2.56 40,326,020 2.17
Held-to-maturity financial assets 272,826,039 0.89 73,198,890 0.96
Debt instruments with no active market 2,172,774 2.03 3,570,020 2.17
Interest-bearing liabilities
Due to the Central Bank and other banks 37,833,874 0.84 36,665,881 0.51
Financial liabilities at fair value through profit

or loss (excluding financial liabilities

designated at fair value through profit or loss

- bank debentures) 3,231,492 1.32 2,900,000 1.42
Securities sold under repurchase agreements 13,239,691 0.59 20,277,755 0.34
Demand deposits 185,215,762 0.17 157,915,171 0.12
Savings - demand deposits 234,391,123 0.31 208,374,053 0.24
Time deposits 285,426,718 0.96 224,620,522 0.74
Time savings deposits 213,738,002 1.26 195,367,148 1.05
Negotiable certificates of deposit 17,614,025 0.73 25,366,667 0.43
Bank debentures (including financial liabilities

designated at fair value through profit or loss

- bank debentures) 37,315,343 2.07 38,126,795 2.00
Principal of structured products 2,267,849 1.54 - -
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34. FINANCIAL INSTRUMENTS

a. Fair value of financial instruments

December 31

2011 2010
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

Financial assets
Financial assets - with fair values

approximating carrying amounts $ 108,203,361 $ 108,203,361 $ 96,244,989 $ 96,244,989
Financial assets at fair value

through profit or loss 52,152,745 52,152,745 54,900,270 54,900,270
Available-for-sale financial assets 52,860,765 52,860,765 47,546,797 47,546,797
Discounts and loans 656,008,834 656,008,834 599,161,337 599,161,337
Held-to-maturity financial assets 253,283,859 253,513,119 254,655,585 254,980,994
Other financial assets (excluding

financial assets carried at cost) 3,168,966 3,175,023 2,325,034 2,336,975
Financial liabilities
Financial liabilities - with fair

values approximating carrying

amounts 69,154,187 69,154,187 66,027,675 66,027,675
Financial liabilities at fair value

through profit or loss 7,850,768 7,850,768 12,945,397 12,945,397
Deposits and remittances 962,841,827 962,841,827 904,760,847 904,760,847
Bank debentures 39,000,000 39,741,888 34,000,000 34,659,058
Other financial liabilities 1,943,643 1,943,643 304,715 304,715

b. Methods and assumptions applied to estimatéath&alue of financial instruments are summariasd
follows:

1)

2)

The carrying amounts of short-term financiakrinsents approximate their fair values because of
the short maturities of these instruments. Otlmrtderm financial assets are cash and cash
equivalents, due from the Central Bank and calhgoto other banks, securities purchased under
resell agreements, receivables (except tax refuaedadd other receivable - ESFHC) and refundable
deposits. Other short-term financial liabilitiese adue to the Central Bank and other banks,
securities sold under repurchase agreements, Eay#ébkcept tax payable and other payable -
ESFHC) and remittances.

For financial instruments at fair value througtofit or loss, available-for-sale financial assets
held-to-maturity financial assets and bank debestuiair value is best determined on the basis of
quoted market prices. However, in many instandesrgvthere are no quoted market prices for the
Bank’s various financial instruments, fair values dased on estimates using other financial data
and appropriate valuation methodologies.

The Bank estimated the fair value of each forwasdtract on the basis of the exchange rates
quoted by Reuters on each settlement date. Fhiewvaof interest rate swap contracts and
cross-currency swap contracts are calculated ubingiscounted cash flow method, unless the fair
values on these two types of contracts are proviedounter-parties. Fair values of currency
option contracts are based on estimates using ldek B5choles model, binomial method or Monte
Carlo simulation. Fair values of credit defaultagwcontracts are valuated using the discount
spreads method or modified Hull-White model. Tladr fvalue of each futures contract is

calculated using the prices quoted by the futuxebange.
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For valuation of debt instruments with no activerke# the fair value is determined on the basis of
the discounted cash flow method. The Bank usdscauaht rate approximating the rate of return
of financial instruments with similar terms and @w@eristics, including the credit risk of the
debtors, the residual period during which the fixeigrest rate prescribed by contracts is accrued,
the residual period for principal repayments, amg type of currency (New Taiwan dollar, U.S.
dollar, etc.) to be used for payments. As of Ddoen81, 2011 and 2010, the discount rates used
ranged from 0.401% to 1.83% and from 0.25% to 1.8i4pectively, for the New Taiwan dollar
and from 0.13% to 2.606% and from 0.23% to 4.16E4pectively, for the U.S. dollar.

If there are trade prices or prices quoted by magarket players, the latest trade prices and quoted
prices are used as the basis for valuating thevédire of debt instruments with no active market,
which are classified as other financial assetsemitse, the Bank uses the foregoing discounted
cash flow method to determine fair value.

3) Discounts and loans and deposits are interestrgpassets and interest-bearing liabilities. SThu
their carrying amounts represent fair value. Taie ¥alue of overdue loans is based on their
carrying amount, net of allowance for credit losses

4) Financial assets carried at cost consist oktedi stocks; these investments have no quoted tarke
prices in an active market and their fair valuesl@¢mot be reliably measured. Thus, the Bank
does not disclose their fair values.

5) Other financial liabilities include guarantegdsits received, appropriations for loans and [padc
of structured products. They are interest-bedraiglities or items that can be transferred toeoth

banks at any time depending on the business gituati can be withdrawn by providers. The
carrying amounts of these liabilities represenirtfaér values.

The fair value hierarchy of the Bank’s finandra@truments as of December 31, 2011 was as follows

December 31, 2011

Total Level 1 Level 2 Level 3
Nonderivative financial
instruments
Assets
Financial assets at fair value
through profit or loss (FVTPL)
Held-for-trading financial assets
Stock $ 138,471 $ 138,471 % - $ -
Debt instruments 834,618 834,618 - -
Others 14,263,671 1,087,318 13,176,353 -
Designated at FVTPL on initial
recognition 32,508,617 3,527,792 28,980,825 -
Available-for-sale financial assets
Stock 486,921 486,921 - -
Debt instruments 52,373,844 39,582,492 8,121,106 4,670,246
Other financial assets
Debt instruments with no active
market 3,169,296 - 2,594,998 574,298
Liabilities
Financial liabilities at FVTPL 3,247,503 - 3,247,503 -
(Continued)
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December 31, 2011

Derivative financial instruments

Assets

Financial assets at FVTPL

Liabilities

Financial liabilities at FVTPL

1) Level 1 - quoted prices (unadjusted) in activarkats for identical assets or liabilities.

2)

3)

Total Level 1
$ 4,407,368 $ 103,517
4,603,265 169

Level 2 Level 3
$ 4294523 $ 9,328
4,593,768 9,328
(Concluded)

In

accordance with the Statement of Financial Accogntbtandards (SFAS) No. 34 - “Financial

Instruments:
conditions:

anytime in the market, and (iii) price informatisnavailable to the public.

Recognition and Measurement,” actiegekets are markets with all of the following
(i) the products traded in the madset homogeneous, (ii) willing parties are available

Level 2 - inputs other than quoted prices ineligvithin level 1 that are observable for the asset
liability, either directly (e.g., as prices) or irettly (e.g., derived from prices).

Level 3 - inputs not based on observable matétt (unobservable inputs).

Other information on financial assets and lial@8tin level 3 in 2011 was as follows:

(In Thousands of New Taiwan Dollars)

Valuation Amount of Increase Amount of Decrease
Gains
I (Losses) in ;
Items Beginning Net Income Purchase'or Transfer to Sale or Transfer Ending
Balance Change in Change in Balance
or Fair Value Level 3 Fair Value from Level 3
Stockholders’
Equity
Financial assets
Financial assets at fair
value through profit or
loss
Held-for-trading
financial assets $ 4574 % 4754 % $ $ -1 $ $ 9,328
Available-for-sale
financial assets 4,588,33p 8,663 123,244 (50,000) 4,670,246
Other financial assets
Debt instruments with
no active market 146,541 - 427,757 - 574,298
Financial liabilities
Financial assets at fair
value through profit or
loss
Held-for-trading
financial liabilities 4,574 4,754 - 9,328
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As of December 31, 2010, the fair values of finaheissets and liabilities determined using quoted
market prices or market prices estimated on this leéisaluation method were as follows:

December 31, 2010
Quoted Market Estimated

Prices Market Prices

Financial assets

Financial assets at fair value through profit @slo $ 21,883,000 $ 33,017,270
Available-for-sale financial assets 16,711,859 30,834,938
Held-to-maturity financial assets 244,539,685 10,441,309
Other financial assets (excluding financial assatsied at cost) 585,536 1,751,439
Financial liabilities

Financial liabilities at fair value through profit loss - 12,945,397
Bank debentures - 34,659,058

. A valuation of financial instruments at estinthtearket prices showed gains of $229,803 thousand i
2011 and $123,925 thousand in 2010.

. The adjustments of stockholders’ equity debd@dctly from the available-for-sale financial asse
amounted to $412,548 thousand in 2011 and thos@ededirectly from the available-for-sale finaricia
assets amounted to $154,954 thousand in 2010athe gecognized and deducted from the adjustments

of stockholders’ equity were $29,026 thousand &&$69 thousand, respectively.

Financial risk information
1) Risk management

The Bank established the Risk Management Divistodraw up the principles and policies of risk
management followed by each department, to codeiaad monitor the enforcement of risk
management policies of each department and toedetid whether proposals brought up by each
risk-based unit focusing on a variety of individisdues are suitable for the Bank. The division
also supports decision making on several impoiitsutes, such as asset allocation, designing and
pricing of new products and transfer of ownersfiipm the point of view of risk management to
ensure that the Bank has adequate capital to acpreNit objectives under reasonable risk.

2) Market risk

The Bank evaluated the market risk of financiatrimments on the basis of value at risk (VaR).
VaR is the potential loss in market value of finahénstruments held by the Bank, which is
measured within a set confidence intervals forexiied period. The Bank estimated VaR on the
basis of the changes in prices of financial insents in the past two years.

Information on the foreign-currency financial assand liabilities with significant effect in shown
in Table 4 (attached).

3) Credit risk

The Bank is exposed to potential loss due to defdayl counter-parties or issuers. Under normal
business operations, the Bank is a party to tradiesec involving financial services with
off-balance-sheet risks, such as issuing creditis;aextending credit facilities and providing
financial guarantees and obligations under lettéreredit issued. Generally, these transactions
are for one year.
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4)

As of December 31, 2011 and 2010, the interess fateloans ranged from 0.43143% to 19.46%
and from 0.405% to 19.46%, respectively. The higivgerest rate for credit cards was 19.71% in
both years.

There was no concentration of maturity dates in amticular period that would potentially result
in liquidity problems to the Bank.

The Bank evaluates the creditworthiness of cramflieations case by case, taking into account the
applicant’s credit history, credit rating and ficél condition. Collateral, mostly in the form of
real estate, cash, inventories, marketable seesiignd other assets, may be required depending on
the evaluation result. As of December 31, 2011 20D, about 65% and 69%, respectively, of
total loans granted, and about 16% and 14%, ragspbgGtof both the aggregate guarantees and
letters of credit issued, were secured. If thdauers break a contract, the Bank will execute its
right on the collaterals and decrease its credk. ri However, the Bank discloses the maximum
credit exposure without consideration of collatéa# value.

The maximum credit exposure of financial assethescarrying amounts of financial assets on the
balance sheet date.

The amounts of financial contracts with off-balasbeet credit risks as of December 31, 2011 and
2010 were as follows:

December 31

2011 2010
Credit card commitments $ 304,417,180 $ 263,899,255
Guarantees and letters of credit issued 20,104,095 22,577,834

The concentration of credit risk exists when couptaties to financial transactions are individuals
or groups engaged in similar activities or actestin the same region, which would cause their
ability to meet contractual obligations to be sarly affected by changes in economic or other
conditions. Groups or industries and regions witlistanding loans that were 10% or more of
total outstanding loans were as follows:

December 31

Credit Risk Profile by 2011 2010

Group or Industry Amount % Amount %
Natural person $ 341,328,300 50 $ 336,050,327 55
Manufacturing 186,020,462 27 152,817,100 25

December 31
2011 2010

Credit Risk Profile by Region Amount % Amount %
Domestic $ 620,391,870 91 $ 574,364,486 93
Asia 25,409,424 4 16,251,981 3
South America 16,995,674 3 12,372,766 2
North America 7,972,351 1 6,681,992 1
Liquidity risk

In December of 2011 and 2010, the liquidity resaateos were 30.68% and 32.03%, respectively.
The Bank has sufficient equity capital and workoapital to execute all contract obligations and
had no liquidity risk.
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The contract or notional amount is used to caleufe amounts to settle with the counter-parties,
so it is neither the actual amount to be deliveoethe counter-parties nor the cash requirement for
the Bank. Also, the Bank can enter into derivafigancial contracts at reasonable market terms.
Thus, the Bank does not expect significant casli lemands to settle these contracts.

The management policy of the Bank is to match thrgractual maturity profile to the interest rates
for its assets and liabilities. Because of unoatitss, however, the maturities did not fully match
the interest rates, resulting in gaps that mayrniztéy give rise to gain or loss.

The Bank applied appropriate ways to group assetdiabilities. The maturity analysis of assets
and liabilities was as follows:

December 31, 2011

Due after Due after Due after
One Month Three Months One Year
Due in Up to Up to Up to Due after
One Month Three Months One Year Seven Years Seven Years Total
Assets
Cash and cash equivalents $ 19,931,437 $ - $ - $ - $ - $ 19,931,437
Due from the Central Bank and call loans
to other banks 45,014,416 2,000 - - - 45,016,416
Financial assets at fair value through
profit or loss 18,822,589 332,925 2,422,836 29,847,967 726,428 52,152,745
Securities purchased under resell
agreements 29,789 - - - - 29,789
Receivables 696,436 32,767,196 48,099 10,167,536 - 43,679,267
Discounts and loans 84,226,196 47,538,489 80,078,411 255,636,933 195,413,473 662,893,502
Available-for-sale financial assets 7,006,230 7,028,755 3,661,438 34,793,077 371,265 52,860,765
Held-to-maturity financial assets 151,270,452 75,749,702 12,601,765 10,175,515 3,486,425 253,283,859
Other financial assets (excluding financial
assets carried at cost) 4,893 - - 3,164,073 - 3,168,966
$ 327,002,438 $ 163,419,067 $ 98,812,549 $ 343,785,101 $ 199,997,591 $1,133,016,746
Liabilities
Due to the Central Bank and other banks $ 17,401,553 $ 12,624,083 $ 8,027,290 $ - $ - $ 38,052,926
Financial liabilities at fair value through
profit or loss 3,247,503 - - 4,603,265 - 7,850,768
Securities sold under repurchase
agreements 9,524,552 2,055,414 1,667,421 - - 13,247,387
Payables 11,652,406 317,967 245,212 5,802,271 - 18,017,856
Deposits and remittances 560,079,990 118,991,267 271,387,413 12,383,157 - 962,841,827
Bank debentures - - 5,000,000 34,000,000 - 39,000,000
Other financial liabilities 1,599,045 - 180,683 94,606 69,309 1,943,643
$ 603,505,049 $ 133,988,731 $ 286,508,019 $ 56,883,299 $ 69,309 $ 1,080,954,407
December 31, 2010
Due after Due after Due after
One Month Three Months One Year
Due in Up to Up to Up to Due after
One Month Three Months One Year Seven Years Seven Years Total
Assets
Cash and cash equivalents $ 11,159,112 $ - $ - $ - $ - $ 11,159,112
Due from the Central Bank and call loans
to other banks 45,253,253 1,476,000 - - - 46,729,253
Financial assets at fair value through
profit or loss 18,914,048 10,856,388 3,387,726 21,027,434 714,674 54,900,270
Securities purchased under resell
agreements 1,439,552 - - - - 1,439,552
Receivables 318,217 30,641,861 131,177 5,566,595 - 36,657,850
Discounts and loans 78,887,226 34,736,785 67,316,256 217,786,064 204,050,016 602,776,347
Available-for-sale financial assets 17,740,125 15,230,166 4,224,860 10,215,562 136,084 47,546,797
Held-to-maturity financial assets 236,176,713 1,522,561 3,199,205 13,701,362 55,744 254,655,585
Other financial assets (excluding financial
assets carried at cost) 584,798 501,500 - 1,238,736 - 2,325,034
$ 410,473,044 $ 94,965,261 $ 78,259,224 $ 269,535,753 $ 204,956,518 $ 1,058,189,800
Liabilities
Due to the Central Bank and other banks $ 19,303,784 $ 9,942,500 $ 9,623,530 $ - $ - $ 38,869,814
Financial liabilities at fair value through
profit or loss 4,292,515 1,307,184 3,419,650 3,920,882 5,166 12,945,397
Securities sold under repurchase
agreements 13,640,188 1,805,327 1,948,727 - - 17,394,242
Payables 5,479,619 410,835 686,994 3,334,448 - 9,911,896
Deposits and remittances 537,212,645 122,417,779 231,791,364 13,339,059 - 904,760,847
Bank debentures - - - 34,000,000 - 34,000,000
Other financial liabilities 551 29,070 90,306 132,975 51,813 304,715

$ 579,929,302 $ 135,912,695 $ 247,560,571 $ 54,727,364 $ 56,979 $1,018,186,911
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a. Asset

quality

Table 2 (attached)

b. Concentration of credit extensions

35. ASSET QUALITY, CONCENTRATION OF CREDIT EXTENSIO NS, INTEREST RATE
SENSITIVITY, PROFITABILITY AND MATURITY ANALYSIS OF

ASSETS AND LIABILITIES

(In Thousands of New Taiwan Dollars, %)

December 31, 2011 December 31, 2010
Total Amount Total Amount
Rank _ of Credit Percentage ' of Credit Percentage
(Note 1) Industry of Group Enterprise | Endorsement | of E.SUN | Industry of Group Enterprise | Endorsement | of E.SUN
(Note 2) or Other Bank’s (Note 2) or Other Bank’s
Transactions | Equity Transactions | Equity
(Note 3) (Note 3)
1 Group A $ 13,071,482 20.14 | Group A $ 9,322,367 16.97
Liquid crystal panel and Liquid crystal panel and
components production components production
2 Group B 8,081,178 12.45 | Group D 7,746,499 14.10
Liquid crystal panel and Integrated circuit production
components production
3 Group C 7,479,117 11.52 | Group C 6,376,403 11.61
Iron and steel smelting Iron and steel smelting
4 Group D 7,144,633 11.01 | Group B 5,753,178 10.47
Integrated circuits production Liquid crystal panel and
component production
5 Group E 4,597,689 7.08 |GroupF 3,886,230 7.07
Activities of head offices Civil air transportation
6 Group F 4,359,215 6.72 | Group K 3,315,500 6.03
Civil air transportation Real estate development
7 Group G 3,107,450 479 | Group L 2,970,438 541
Activities of head offices Semiconductors packaging and
testing
8 Group H 2,879,586 4.44 | Group M 2,695,899 491
Shoes manufacturing Cement manufacturing
9 Group | 2,805,438 4.32 | Group N 2,675,000 4.87
Paper manufacturing Real estate for sale and rental with
own or leased property
10 |GroupJ 2,636,835 4.06 | Group O 2,607,350 4.75
Liquid crystal panel and Wholesale of computers and
component production peripheral equipment and
software

Note 1. The list shows rankings by total amountcr#dit, endorsement or other transactions but
excludes government-owned or state-run enterpriséshe borrower is a member of a group
enterprise, the total amount of credit, endorsenoerither transactions of the entire group
enterprise must be listed and disclosed by codeliagdof industry. The industry of the
group enterprise should be presented as the iydoisthe member firm with the highest risk
exposure. The lines of industry should be desdribe accordance with the Standard
Industrial Classification System of the Republic dfhina published by the
Directorate-General of Budget, Accounting and Stas under the Executive Yuan.

Note 2: Group enterprise refers to a group of c@iso entities as defined by Article 6 of

“Supplementary Provisions to the Taiwan Stock ErgeaCorporation Rules for Review of

Securities Listings.”

Note 3: The total amount of credit, endorsemenbther transactions is the sum of various loans

(including import and export negotiations, discaunbverdrafts, unsecured and secured

short-term loans, margin loans receivable, unsecwaed secured medium-term loans,

unsecured and secured long-term loans and overoles), exchange bills negotiated,
factoring accounts receivable without recourseepiances and guarantees.
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C.

Interest rate sensitivity information

Interest Rate Sensitivity (New Taiwan Dollars)
December 31, 2011
(In Thousands of New Taiwan Dollars, %)

Items 1 to 90 Days | 91 to 180 Days 181 Days to Over One Year Total
One Year
Interest rate-sensitive assets $ 862,549,888 11,122,396 $ 6,742,958 $ 42,087,326 $ 922,502,508
Interest rate-sensitive liabilities 403,371,123 426,575,260 54,485,192 31,437,459, 915,869,034
Interest rate sensitivity gap 459,178,705 (415,452,864 (47,742,234 10,649,867 6,633,474
Net worth 62,433,213
Ratio of interest rate-sensitive assets to liab#iti 100.72
Ratio of interest rate sensitivity gap to net worth 10.62

Interest Rate Sensitivity (New Taiwan Dollars)
December 31, 2010

(In Thousands of New Taiwan Dollars, %)

Items 1to 90 Days | 91 to 180 Days 131 Days to Over One Year Total
ne Year
Interest rate-sensitive assets $ 828,318/7@6 10,932,206 $ 3,411,177 $ 32,001,860 $ 874,663,949
Interest rate-sensitive liabilities 434,439,782 393,874,015 29,775,827 27,127,604 885,217,228
Interest rate sensitivity gap 393,878,924 (382,941,809 (26,364,650 4,874,256 (10,553,279
Net worth 53,325,461
Ratio of interest rate-sensitive assets to liabsiti 98.81
Ratio of interest rate sensitivity gap to net worth (19.79

Note 1: The above amounts included only New Taiwaliar amounts held by the head office and
branches of the Bank (i.e., excluding foreign cucxg.

Note 2: Interest rate-sensitive assets and liadslitefer to the revenues or costs of interestie@rn
assets and interest-bearing liabilities that wéfiecsed by interest rate changes.

Note 3: Interest rate sensitivity gap = Interet4sensitive assets - Interest rate-sensitiveliliaisi

Note 4: Ratio of interest rate-sensitive assetdiabilities = Interest rate-sensitive assets/Irgere
rate-sensitive liabilities (in New Taiwan dollars).

Interest Rate Sensitivity (U.S. Dollars)
December 31, 2011

(In Thousands of U.S. Dollars, %)

Items 1 to 90 Days | 91 to 180 Days 181 Days to Over One Year Total
One Year
Interest rate-sensitive assets $ 4,993,553 $3,433 $ 360,577 $ 108,284 $ 5,995,839
Interest rate-sensitive liabilities 5,365,715 380,973 326,433 3,055 6,076,116
Interest rate sensitivity gap (372,16p) 152,448 34,144 105,233 (80,337)
Net worth 61,373
Ratio of interest rate-sensitive assets to liabditi 98.68
Ratio of interest rate sensitivity gap to net worth (130.90)
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Interest Rate Sensitivity (U.S. Dollars)
December 31, 2010

(In Thousands of U.S. Dollars, %)

Items 1to 90 Days | 91 to 180 Days 131 Days to Over One Year Total
ne Year

Interest rate-sensitive assets $ 4,221,419 $7,492 $ 156,942 $ 201,473 $ 5,097,326
Interest rate-sensitive liabilities 4,733,880 303,530 211,466 51,444 5,300,320
Interest rate sensitivity gap (512,46[1) 213,962 (54,524 150,029 (202,994
Net worth 52,051
Ratio of interest rate-sensitive assets to liab#iti 96.17
Ratio of interest rate sensitivity gap to net worth (389.99)

Note 1: The above amounts included only U.S. dadliemounts held by the head office, domestic
branches, OBU and overseas branches of the Bankeacidded contingent assets and
contingent liabilities.

Note 2: Interest rate-sensitive assets and li@slimean the revenues or costs of interest-earning
assets and interest-bearing liabilities that wéfiersed by interest rate changes.

Note 3: Interest rate sensitivity gap = Interegsensitive assets - Interest rate-sensitivelili@isi

Note 4: Ratio of interest rate-sensitive assetdiabilities = Interest rate-sensitive assets/Irgere
rate-sensitive liabilities (in U.S. dollars).

Profitability
(%)
Year Ended Year Ended
ltems December 31,| December 31,
2011 2010
Return on total assets Befor_e income tax 0.32 0.46
After income tax 0.28 0.40
Return on equity Beforfa income tax 6.01 8.62
After income tax 5.27 7.48
Net income ratio 16.75 23.69

Note 1: Return on total assets = Income beforerjaftcome tax/Average total assets
Note 2: Return on equity = Income before (aftecpime tax/Average equity

Note 3: Net income ratio = Income after income Tatal net revenues

Note 4: Income before (after) income tax was incéone011 and 2010.

Note 5: The above profitability ratios are exprelsaenually.
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e. Maturity analysis of assets and liabilities

Maturity Analysis of Assets and Liabilities (New Tawan Dollars)
December 31, 2011

(In Millions of New Taiwan Dollars)

Remaining Period to Maturity
Total 130 Days | 31-90Days| 91-180Days o 2% | Over1 Year
Main capital inflow on maturity $ 1015298 $ 275612 $ 131979 $ 51,017 $ 88,675| $ 468,015
Main capital outflow on maturity 1,277,637 129,468 147,378 156,260 285,108 559,423
Gap (262,339 146,144 (15,399) (105,243) (196,433) (91,408)

Maturity Analysis of Assets and Liabilities (New Tawan Dollars)
December 31, 2010

(In Millions of New Taiwan Dollars)

Remaining Period to Maturity
Total 130 Days | 31-90Days| 91-180Days o /> | Over1 Year
Main capital inflow on maturity $ 960,162 $ 313,119| $ 77509 $ 41,112 | $ 61,369| $ 467,053
Main capital outflow on maturity 1,173,511 164,138 170,577 180,481 272,089 386,226
Gap (213,349 148,981 (93,068) (139,369) (210,720) 80,827

Note:

domestic branches of the Bank (i.e., excludingifpreurrency).

Maturity Analysis of Assets and Liabilities (U.S. Dllars)
December 31, 2011

The above amounts included only New Taiwaltad@mounts held by the head office and

(In Thousands of U.S. Dollars)

Remaining Period to Maturity
Total 1-30 Days 3190 Days| 91-180 Days 121\235' Over 1 Year
Main capital inflow on maturity $ 5132060 $ 1,181,267| $ 928342| $ 543,895 $ 478,286| $ 2,000,272
Main capital outflow on maturity 5,456,787 2,291,775 1,360,870 808,381 945,943 49,818
Gap (324,725) (1,110,508 (432,528) (264,486) (467,657) 1,050,454

Maturity Analysis of Assets and Liabilities (U.S. llars)
December 31, 2010

(In Thousands of U.S. Dollars)

Remaining Period to Maturity
Total 130 Days | 31-90Days| 91-180Days o\ /> | Over1 Year
Main capital inflow on maturity $ 4439875 $ 1,274,095 $ 639,628 $ 578,962 $ 402,010 $ 1,545,180
Main capital outflow on maturity 4,759,974 2,077,542 1,098,051 754,671 735,431 94,279
Gap (320,099 (803,447) (458,423) (175,709) (333,421) 1,450,901

Note:

branches and OBU of the Bank.
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f.

Operation and legal risk

Matte

rs Requiring Special Notation

(In Thousands of New Taiwan Dollars)

Summary and Amount

Causes

December 31, 2011

December 31, 2010

Within the past year, a responsible
person or professional employee
violated the law in the course of
business, resulting in an indictme
by a prosecutor

None

nt

None

Within the past year, a fine was lev
on the Bank resulting in the
authorities for violations of laws
and regulations

The Bank leased 100% of on€The Bank found a leakage of

of its own properties in 201
The lease was in violation of
Article 75 of Paragraph 2 of
the Banking Law of the
Republic of China and
entailed an administrative
fine of $1,000 thousand.

The Bank invested in
debentures, of which the
Bank’s director is also a
director of the issuer. This
investment was in violation
of Article 74-1 of the
Banking Law of the Republ
of China and entailed an
administrative fine of $1,000
thousand.

The Bank made dual-currency
investment (DCI)
transactions with
counter-parties regulated by
the Financial Holding
Company Act. However,
the Bank did not give its
board of directors prior
information on these
transactions. These
transactions were in violatig
of Article 45-1 of the
Financial Holding Company
Act and entailed an
administrative fine of $2,000
thousand.

customers’ information due
to the weak security

management of its Banking
system. This leakage was
in violation of Article 451 of
Paragraph 1 and Article 48
Paragraph 2 of the Banking
Law of the Republic of
China and entailed an
administrative fine of $4,000
thousand.

Within the past year, misconduct
occurred, resulting in the
authorities imposing strict
corrective measures on the Bank

None

None
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Summary and Amount

December 31, 2011 December 31, 2010
Within the past year, the Bank face@he Bank found a leakage of None

penalties due to violations of “the customers’ information due|

Banking Law of the Republic of to a former employee’s

China” Article 61-1 keeping of customers’
information for improper us
This leakage was in violatian
of Article 61-1 of Paragraph
1 of the Banking Law of the
Republic of China and
entailed corrective measures.

Causes

Within the past year, the individual None None
loss or total loss from employee
fraud, accidental and material
events, or failure to abide by the
“Guidelines for Maintenance of
Soundness of Financial
Institutions” exceeded NT$50
million dollars

Other None None
(Concluded)

Note: The term “within the past year” means one yediore the balance sheet date.

36. TRUST BUSINESS UNDER THE TRUST LAW

a. Trust-related items, as shown in the followirsdabce sheets, statements of income and trust foyope
list

The trust-related items shown below were managetthdoyank’s Trust Department. However, these
items were not included in the Bank’s financiatetaents.

Balance Sheets of Trust Accounts
December 31, 2011 and 2010

Trust Assets 2011 2010 Trust Liabilities 2011 2010
Cash in banks $ 2125994 $ 2,346,217 Account payable on
Short-term investments 112,242,024 110,729,159 securities under custody $ 88,140,100 $ 43,987,187
Land 5,572,826 1,731,924  Trust capital
Collective investment Cash 117,900,458 113,781,875
trust fund account 4,566 50,847 Securities 3,128,786 4,522,085
Securities under custody 88,140,100 43,987,187 Real estate 5,646,110 1,731,924
Collective investment
trust fund account 4,566 50,847
Reserves and agmulatec
deficit (7,361,356) (9,165,890)
Net income 626,846 3,937,306
Total assets $ 208,085,510 $ 158,845,334 Total liabilities $ 208,085,510 $ 158,845,334
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Trust Property List
December 31, 2011 and 2010

Investment ltems 2011 2010
Cash in banks $ 2125994 $ 2,346,217
Stocks 3,412,277 4,594,836
Mutual funds 108,092,021 105,694,153
Bonds 736,986 438,825
Unsettled beneficial certificates - 605
Collective investments 740 740
Land 5,572,826 1,731,924
Collective investment trust fund account 4,566 50,847

Securities under custody 88,140,100 43,987,187

$ 208,085,510 $ 158,845,334

Statements of Income on Trust Accounts
Years Ended December 31, 2011 and 2010

2011

Revenues
Interest $ 6,336
Cash dividend 2,690,434
Property gain 921,190
Realized capital gain - mutual funds 22,271
Realized capital gain - common stock 1,115
Realized capital gain - bonds 14
Revenues from beneficial certificates 685
Realized foreignh exchange gain 51

3,642,096
Expenses
Management fees 262,191
Supervisor fees 120
Tax expenditure 37
Service fees 1,602
Property loss 2,724,851
Income tax 423
Other expenses 25,768
Realized capital loss - mutual funds 176
Realized capital loss - collective investments 82

3,015,250
Net income $ 626,846

b. Nature of trust business operations under thstTraw: Note 1.
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2010

$ 5,126
2,447,742
3,196,394

28,668

492

693
R
_ 5,679,122

187,109
230

1,872

1,500,453
285
51,270
597

1,741,816

$ 3,937,306



37. ALLOCATION OF REVENUE, COST AND EXPENSE THAT RE SULTED FROM THE
SHARING OF RESOURCES BETWEEN E.SUN FINANCIAL HOLDIN G COMPANY, LTD. AND
SUBSIDIARIES

Under cooperation arrangements, the Bank and E.Sedlrities shared some equipment and operating
sites; thus, related expenses were allocated lasviol

E.SUN
Bank Securities Total Allocation Method
2011
Rental expense $ 2,160 $ 1,080 $ 3,240 The Bank - 2/3 and E.SUN Securities -
1/3
Broadcasting and 36 36 72 50% each
security systems
Others 1,356 1,258 2,614 Utilities - 50% each
Building maintenance fee - based on
space actually occupied
$ 3552 $ 2374 $ 5,926
2010
Rental expense $ 2,160 $ 1,080 $ 3,240 The Bank - 2/3 and E.SUN Securities -
1/3
Broadcasting and 36 36 72 50% each
security systems
Others 1,381 1,283 2,664 Utilities - 50% each

Building maintenance fee - based on
space actually occupied

$ 3577 $ 2399 $ 5,976

Under cooperation arrangements, the Bank and E.8idtdance Broker Co., Ltd. (ESIB) shared some

equipment and operating sites, personnel, and tarnkt service system and provided cross-selling

financial services starting from 2004. The senfiees earned by the Bank were based on 10% of the
gross revenue derived from the insurance compapiesiucts sold by the Bank. In 2011 and 2010, ESIB

should have paid the Bank $75,305 thousand and$5%housand, respectively; the unpaid amounts were
$10,762 thousand and $4,469 thousand as of Dece3tih2011 and 2010, respectively.

The cross-selling transactions between the BankEaBUN Securities were as follows (the amountsveelo
refer to the Bank):

2011 2010
Revenue $ 4608 $ 3,796
Expense $ 68,605 $ 60,704
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38. ACQUISITION OF ANOTHER FINANCIAL INSTITUTION'S  ASSETS, LIABILITIES AND
OPERATION

To expand its business, enhance its competitiveaagsensure its long-term development, the Bank
entered into a general assignment and assumptieeragnt with Chu Nan Credit-Cooperative Association
(CNCA) on March 18, 2011. Under this agreemers, Bank would pay $1,860,000 thousand to acquire
CNCA's assets, liabilities and operations. Theugitjon was approved by the Bank’s stockholderd an

CNCA’s members on March 31, 2011. The effectiveed# the acquisition was July 9, 2011, and this
acquisition was approved by the Financial Superyigs@ommission on May 31, 2011. The Bank had
finished the acquisition as scheduled and adjutedacquisition payment to $1,834,000 thousand in
accordance with the general assignment and assumggreement.

CNCA was established in conformity with the Cre@iboperative Association Law of the Republic of
China and related regulations. Its main operatinoided savings; short-term, mid-term, and losgrt
loans; stocks and debt investments; remittances; et

CNCA had 10 domestic branches as of the acquisitide.

The fair values of CNCA's assets and liabilitiegevas follows:

Acquisition payment $ 1,834,000
Fair value
Cash and cash equivalents 5,444,168
Due from the Central Bank and call loans to otletks 1,648,159
Financial assets at fair value through profit @slmnet 186,932
Receivables, net 28,372
Discounts and loans, net 8,788,823
Available-for-sale financial assets, net 460,767
Held-to-maturity financial assets, net 58,894
Other financial assets, net 4
Properties, net 343,483
Other assets, net 487,169
Payables (123,404)
Deposits and remittances (15,570,615)
Other financial liabilities (2,858)
Other liabilities (51,999)
1,697,895
Goodwiill $ 136,105

All major asset additions from the acquisition going to be used for future operations and aregyaitg to

be disposed of. All operating results of CNCA aftely 9, 2011 were included in E.SUN Bank’s income
statement, but no profit or loss before the actjaisidate was included. For comparison purposges, t
combined pro forma income statements for the yeaded December 31, 2011 and 2010 are shown as
follows (CNCA's data for 2010 and for the periodrfr January 1, 2011 to July 8, 2011 were audited by
other auditors).

Years Ended December 31

2011 2010 %
Net interest $ 12,698,653 $ 11,573,663 10
Net revenues and gains other than interest 6,264,468 5,481,429 14
Total net revenues 18,963,121 17,055,092 11
(Continued)
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39.

Allowance for bad-debt expenses

Operating expenses

Income before income tax

Income tax expense

Net income

Earnings per share

Years Ended December 31

2011 2010 %

$ (4,541,992) $ (2,727,059) 67
(10,909,433) (9,669,201) 13
3,511,696 4,658,832 (25)
(445,147) (624,694) (29)
$ 3066549 $ 4,034,138 (24)

$0.81 $1.08

(Concluded)

CAPITAL ADEQUACY RATIO

(Unit:  In Thousands of New Taiwan Dollars, %)
Year| December 31,| December 31,
Items 2011 2010
o m Tier 1 capital $ 60,383,539 $ 49,872,438
2& Tier 2 capital 21,921,608 17,476,049
& % Tier 3 capital - -
B Eligible capital 82,305,147 67,348,487
Standardized approach 609,421,646 529,891,296
1  |Credit risk Internal ratings - based approach - -
g Securitization 1,195,358 1,193,323
s Basic indicator approach 36,140,025 26,757,188
é—':;_- Operational risk Standardizgd approach/Alternative i i
= standardized approach
L] Advanced measurement approach - -
% . Standardized approach 22,810,125 25,347,388
o Market risk
@ Internal model approach - -
@ Risk-weighted assets 669,567,149 583,189,195
Capital adequacy ratio 12.29 11.55
Ratio of Tier 1 capital to risk-weighted assets 9.02 8.55
Ratio of Tier 2 capital to risk-weighted assets 3.27 3.00
Ratio of Tier 3 capital to risk-weighted assets - -
Ratio of common stock to total assets 3|68 3.27
Ratio of leverage 5.46 4.99

Note 1. Eligible capital and risk-weighted asseats ealculated under the “Regulations Governing the

Capital Adequacy Ratio of Banks” and the “Explamatof Methods for Calculating the Eligible
Capital and Risk-Weighted Assets of Banks.”

Note 2: Formulas used were as follows:

1) Eligible capital = Tier 1 capital + Tier 2 cagditr Tier 3 capital.

2) Risk-weighted assets =

operational risk and market risk x 12.5.

3) Capital adequacy ratio = Eligible capital + Riskighted assets.
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40.

4) Ratio of Tier 1 capital to risk-weighted assefBier 1 capital +~ Risk-weighted assets.
5) Ratio of Tier 2 capital to risk-weighted assefEier 2 capital + Risk-weighted assets.
6) Ratio of Tier 3 capital to risk-weighted assefBier 3 capital + Risk-weighted assets.
7) Ratio of common stock to total assets = Comntocks+ Total assets.

8) Ratio of leverage = Tier 1 capital + Adjustedermge total asset (the average total asset
excludes goodwill, deferred losses on the saleonfparforming loans and ineligible items
deducted from Tier 1 capital under the “ExplanatériMethods for Calculating the Eligible
Capital and Risk-Weighted Assets of Banks”).

The Banking Law and related regulations requiret ttree Bank maintain its unconsolidated and
consolidated CARs at a minimum of 8%. In additidrihe Bank's CAR falls below 8%, the authorities
may impose certain restrictions on the amount shadividends that the Bank can declare or, in terta
conditions, totally prohibit the Bank from declaginash dividends.

OTHERS

On December 6, 2010, the Bank signed a lettertehtrof collaboration with China Zheshang Bank Co.,
Ltd. Under the regulations of relevant authoritiesth parties will exchange business and statffitrg
experience and collaborate in related matters utigeprinciples of equality, mutual benefit, amépd
cooperation.

The Bank’s application to set up the Dongguan BmancMainland China was approved by the Financial
Supervisory Commission on June 17, 2011. The Beliknvest RMB600,000 thousand in the branch
and adhere to the rules of the “Regulations GowngrAipprovals of Banks to Engage in Financial Acibg
Between the Taiwan Area and the Mainland Area.” isTihvestment was approved by the Investment
Commission under the Ministry of Economic Affairsdathe relevant authorities of Mainland China.

On July 5, 2011, the Bank signed a memorandum dérstanding on a business collaboration with Bank
of China Limited. Under the regulations of relevawthorities, both parties will exchange business
experience, market information and staff trainikgerience and collaborate in related matters utttker
principles of equality, mutual benefit, amity arambperation.

On March 16, 2012, the Board of Directors resolwedign a memorandum of understanding with Bank of
Communications Co., Ltd and China Merchants Bank, €td. Under the regulations of relevant
authorities, both parties will exchange businespedagnce, market information and staff training
experience and collaborate in related matters utigeprinciples of equality, mutual benefit, amépd
cooperation.

To expand its business, enhance its competitiveaegsensure its long-term development, the Bank
entered into a general assignment and assumptieeragnt with Chiayi The Fourth Credit Cooperation o
March 16, 2012. Under this agreement, the Bankldvpay $110,000 thousand to acquire Chiayi The
Fourth Credit Cooperation’s assets, liabilities aperations (excluding certain assets and liabdito be
retained by Chiayi The Fourth Credit Cooperationlhe planned effective date of acquisition is
November 3, 2012. The acquisition had not yet keggoroved by the Bank’s stockholders, Chiayi The
Fourth Credit Cooperation’s members and the autésri
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41. ADDITIONAL DISCLOSURES
Following are the additional disclosures for theaBand its investees:
a. Significant transactions and investees:
1) Financing provided: Not applicable.
2) Endorsement/guarantee provided: Not applicable
3) Marketable securities held: Not applicable.

4) Marketable securities acquired and disposedt 0bsts or prices of at least NT$300 million o%4.0
of the paid-in capital (the Bank disclosed its istweents accumulated or disposed of): None.

5) Acquisition of individual real estates at cosfsat least NT$300 million or 10% of the paid-in
capital: Table 5 (attached).

6) Disposal of individual real estates at costatdeast NT$300 million or 10% of the paid-in dapi
None.

7) Financial asset securitization: Note 11 tofthancial statements.
8) Allowance of service fees to related partiepanting to at least NT$5 million:  None.

9) Receivables from related parties amounting ttdeast NT$300 million or 10% of the paid-in
capital: None.

10) Sale of nonperforming loans: Table 6 (attaghed

11) Other significant transactions which may aftbet decisions of users of financial reports: Ntle
to the financial statements.

12) The related information and proportionate slraravestees: Table 3 (attached).
13) Derivative transactions: Notes 6 and 34 tdfithencial statements.

b. Investment in Mainland China: None.

42. OPERATING SEGMENTS

The information reported to the Bank’s chief op@tdecision makers for the assessment of segment
performance focuses mainly on operating and paoofiibss. The Bank’s reportable segments under the
Statement of Financial Accounting Standards No-. ‘“Alperating Segments” are as follows:

a. Corporate Banking Unit, which handles corpotatns, foreign exchange business, and financial
banking operations;

b. Individual Banking Unit, which handles home ngage, unsecured personal loans (UPLs), wealth
management, and credit cards;

c. Others, which cover businesses other than thaselled by the Corporate Banking and Individual
Banking units.
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The accounting policies of the reportable segmemés the same as the Bank’s accounting policies
described in Note 2. Segment profit is measureth@me before income tax, and this measure is
reported to the chief operating decision makerstterpurposes of resource allocation and assessrhent
segment performance. The terms of transactiongaeet segments are similar to those for third partie

The revenues, expenses and related informatidmedBank’s reportable segments were as follows:
Years Ended December 31, 2011

Corporate Individual
Banking Unit  Banking Unit Others Total

Net interest revenues (expenses) $ 6,266,586 7,101,668 $ (768,058) $ 12,600,196

Total net revenues $ 6,071,722% 11,871,104 $ 911,369 $ 18,854,195
Allowance for bad-debt expenses (1,020,405) (2,211,913) (1,307,710) (4,540,028)
Operating expenses (2,056,203) (6,370,303) (2,284,927) _ (10,711,433)

Income (loss) before income tax $ 2995114 3,288,888 $ (2,681,268) $ 3,602,734

Years Ended December 31, 2010

Corporate Individual
Banking Unit  Banking Unit Others Total
Net interest $ 4805487 $% 5553070 $ 1,018,296 $ 11,376,853
Total net revenues $ 5,123,368 $ 9,711,629 $ 1,971,812 $ 16,806,809
Allowance for bad-debt expenses 262,075 (1,223,965) (1,765,169) (2,727,059)
Operating expenses (1,914,619) (5,225,542) (2,349,513) (9,489,674)

Income (loss) before incometax $ 3,470,824 $ 3,262,122 $ (2,142,870) $ 4,590,076

The chief operating decision makers of the Bank oglly on the average amounts of loans and deposits
during the period to assess the performance obfeating segments and make decisions. Under an
explanation issued by Accounting Research and Dpwetnt Foundation of ROC, the measured amount of
segment assets is zero.
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43. PLAN FOR THE ADOPTION OF INTERNATIONAL FINANCIA L REPORTING STANDARDS

Under Rule No. 0990004943 issued by the Finanaipe8/isory Commission (FSC) on February 2, 2010,
the Bank discloses the following information on thdoption of International Financial Reporting
Standards (IFRSs), as follows:

a. Under Rule No. 0980027134 issued by the FS@c®fe 2013, companies with shares listed on the
Taiwan Stock Exchange or traded on the Taiwan Gr8€aurities Market or Emerging Stock Market
and financial institutions supervised by the FSGuth prepare their financial statements in accardan
with the International Financial Reporting Standaidternational Accounting Standards (IAS), aral th
Interpretations as well as related guidances tatesl by the Accounting Research Development
Foundation (ARDF) and issued by the FSC. To comtia this rule, the Bank has set up a project
team and made a plan to adopt the IFRSs. Leatli@gniplementation of this plan is the Chief
Accounting Officer. The main contents of the planticipated schedule and status of execution as of
December 31, 2011 were as follows:

Contents of Plan Responsible Status. of
Department Execution
1) Assessment stage: January 1, 2010 - Decemb&031
a) Making a Plan for IFRSs adoption and establistim@Accounting Completed
of the project team
b) First phase of internal training Human resosirce | Completed
c) Comparison of the current accounting policie$ an [Accounting Completed
IFRSs
d) Determination of which of the current accounting [Accounting Completed
policies need to be revised for compliance with the
IFRSs
e) Assessment of the impact of adopting of IFRS 1 ccolinting Completed

f) Determination of the adjustments needed by edldif |Risk management, [Completed
systems and internal control

2) Preparation stage: January 1, 2011 - Decenthe2(32

a) Determination of the adjustments required forent |[Accounting Completed
accounting policies to be in accordance with IFRS$
b) Determination of the way to prepare and preaant [Accounting Ongoing

opening IFRS statement of financial position at the
date of transition to IFRSs, as required by IFRS 1
c) Execution of the adjustments of related IT aysteandRisk management, [Dngoing
internal control
d) Second phase of internal training Human resaurce Ongoing

3) Implementation stage: January 1, 2012 - Dece®be

2013

a) Test of the operation of related IT systemg dfte  |IT Ongoing
adjustments

b) Information collection for preparing balance ethend|Accounting Ongoing

comparative financial statements on the date of
transition to IFRSs

c) Preparation of financial statements in accordamth [Accounting Ongoing
IFRSs
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Significant differences between the current antiag policies under generally accepted accounting
principles of the Republic of China (ROC GAAP) atig accounting policies to be adopted under
IFRSs are as follows:

Accounting Issues Description of Differences

Valuation allowance for deferrednder ROC GAAP, a valuation allowance is providetis more

income tax assets likely than not that a deferred income tax assétnet be realized,
Under IFRSs, a deferred income tax asset is rezedrunly when
it is probable that taxable profits will be availbagainst which
the deferred income tax assets can be used; thasyation
allowance is not needed.

Short-term compensated The Bank recognizes short-term compensated absaacths
absences vacation leaves are actually taken by the employeesder
IFRSs, the Bank recognizes the cost of short-tenmutative
compensated absences as the employees rendeesdhat
increase their entitlement to these compensatezhabs.

Regular way purchase or sale |@the Bank applies trade date accounting to stocianeficial
financial assets certificates and settlement date accounting tadbeof its
financial assets. However, under IAS 39: “Finahci
Instruments: Recognition and Measurement,” onky method
should be used for recognizing all regular way pases or sales
of financial assets, and this method should beistamtly applied
to all financial assets that belong to the samegmay as defined in
IAS 39. As a result, the Bank will apply tradealatcounting tg
all regular way purchase or sale of financial asapbn conversig
to IFRSs.

Actuarial gains and losses Under ROC GAAP, theidorrapproach is applied. On
conversion to IFRSs, the Bank will recognize atbacial gains
and losses on retirement benefits to be immediagelygnized
under other comprehensive income.

Preferential rates for employee¥he interest expense for employees’ preferentipbsigs is currently
deposits recognized at actual cost under the accrual basis.

Under IFRSs, the preferential rate for employeegasits that is in
excess of market rate should be treated as emphmrefit and
recognized under personnel expenses. Under thentynolicy,
the preferential interest-related amounts areeditéd as interest
expense, which affects the classification and dgale of these
amounts in the financial statements.

Customer loyalty program The liability from the lusnpoints earned by customers on the uge of
credit cards is currently estimated and then resbas selling
expenses as bonus points are granted. IFRIC L&esdghat a
portion of the price of selling goods or servicesaiocated to
bonus points, and revenue should be calculatedaepaat the
fair value of selling goods or services and thealue of bonus
points. Revenue allocated to bonus points shoeilletbognized
when points are redeemed.
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C.

The Bank has prepared the above assessmentsnpii@nce with (a) the 2010 version of the IFRSs
translated by the ARDF and issued by the FSC ahdhé Guidelines Governing the Preparation of
Financial Reports by Public Banks amended and dsfyethe FSC on December 26, 2011. These
assessments may be changed as the regulators soaynsw rules governing the adoption of IFRSs.
Actual accounting policies adopted under IFRSsutare may differ from those contemplated during
the assessments.
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TABLE 1

E.SUN COMMERCIAL BANK, LTD.

RELATED-PARTY TRANSACTIONS
DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

Loans

December 31, 2011

Loan Classification Differences in
Highest Balance in Terms of
the Year Ended . . Transaction
Type Account Volume or Name December 31, 2011 Ending Balance Normal Loans Nonperforming Collateral Compared with
Loans
(Note) Those for Unrelated
Parties
Consumer loans 101 $ 135,638 $ 87,575 $ 87,575 $ Land and buildings as collatétahe
for part of the loans
Self-used housing mortgage loans 87 603,292 435,953 435,953 Land and buildings None
Other loans Chin-Lung Wang 520 - - Land and buildings oneN
Other loans Chin-Lung Wang 2,500 2,464 2,464 - Land and buildings None
Other loans Jhong-Cheng Shun 4,000 3,894 3,894 Land and buildings one N
Other loans Chien-Li Huang 3,100 3,100 3,100 - Land and buildings None
Other loans J.C. Wang 1,586 1,459 1,459 - Land and buildings one N
Other loans J.C. Wang 1,476 1,410 1,410 - Land and buildings None
Other loans J.C. Wang 8,000 5,000 5,000 - Land and buildings None
Other loans Oliver Hsieh 2,500 2,465 2,465 - Land and building None
Other loans Ching-Lee Kao 2,187 - - Land and buildings None
Other loans Ching-Lee Kao 20,000 10,000 10,000 - Land and buildings None
Other loans Wen-Chuan Tu 1,000 1,000 1,000 - Land and buildings None
Other loans Wen-Chuan Tu 2,000 2,000 2,000 - Land and buildings None
Other loans Cji-Gan Chung 10,000 10,000 10,000 - Land and buildings None
Other loans Cheng-Ta Lee 580 - - Land and buildings oneN
Other loans Cheng-Ta Lee 1,170 1,146 1,146 - Land and buildings one N
Other loans Davis Tsai 1,500 1,481 1,481 - Land and buildings one N
Other loans Daniel Lin 1,000 600 600 Land and buildings None
Other loans Edward Chen 2,280 2,280 2,280 - Land and buildings None
Other loans Jih-Hsiung Tseng 4,000 4,000 4,000 . Land and baiilding None
Other loans Vivian Ho 1,081 1,033 1,033 Land and buildings None
Other loans Yi-Hsin Tseng 2,500 2,464 2,464 - Land and buildings None
Other loans Chun-Nan Tsai 2,478 2,369 2,369 - Land and buildings one N
Other loans Yu-Shyang Guo 1,300 1,277 1,277 - Land and buildings None
Other loans Te-Ming Chung 3,500 3,430 3,430 - Land and buildings one N
Other loans Tung-Pao Cheng 5,000 4,089 4,089 Land and buildings None
Other loans Rong-Huel Chang 2,054 1,917 1,917 . Land and buildings one N
Other loans L.C. Lin 900 - - Land and buildings None
Other loans L.C. Lin 3,700 3,700 3,700 Land and buildings None
Other loans Jia-Tie Huang 1,807 1,595 1,595 - Land and buildings None
Other loans Renny Wang 420 398 398 - Land and buildings None
(Continued)
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Loan Classification Differences in
Highest Balance in Terms of
the Year Ended . . Transaction
Type Account Volume or Name December 31, 2011 Ending Balance Normal Loans Nonperforming Collateral Compared with
Loans
(Note) Those for Unrelated
Parties
Other loans Tung-Chiang Chen $ 1,600 $ 1,379 $ 1,379 $ Land and buildings None
Other loans San-1 Chen 2,000 2,000 2,000 Land and buildings one N
Other loans Edward Chen 3,612 3,397 3,397 Land and buildings None
Other loans Edward Chen 1,400 1,370 1,370 Land and buildings None
Other loans Yao-Bing Lin 2,000 2,000 2,000 Land and buildings None
Other loans David H.C. Lien 3,000 2,034 2,034 Land and buildings None
Other loans Mei-Nu Chen 1,922 - - Land and buildings None
Other loans Mei-Nu Chen 2,000 1,967 1,967 Land and buildings None
Other loans Zhi-Guang Huang 5,400 5,400 5,400 Land and buildings None
Other loans James Wu 2,650 2,611 2,611 Land and buildings None
Other loans [-Chih Liu 1,000 960 960 Land and buildings None
Other loans Cheng-Hao Chang 5,000 5,000 5,000 Land and buildings one N
Other loans Cheng-Hao Chang 5,000 5,000 5,000 Land and buildings None
Other loans Gilbert Chang 1,600 1,600 1,600 Land and buildings None
Other loans Shin-Ching Wei 1,900 1,900 1,900 Land and buildings None
Other loans Wan-Li Hsieh 2,250 2,210 2,210 Land and buildings None
Other loans Kuo-Hsien Huang 1,900 1,855 1,855 Land and buildings None
Other loans Ping-Huei Chen 5,000 - - Land and buildings None
Other loans Ping-Huei Chen 6,030 6,030 6,030 Land and buildings None
Other loans Kuo-Chin Cheng 2,700 2,700 2,700 Land and buildings None
Other loans Tsun-Jen Ke 2,930 - - Land and buildings None
Other loans Tsun-Jen Ke 4,800 - - Land and buildings None
Other loans Tsun-Jen Ke 500 500 500 Land and buildings None
Other loans Ming-Chang Huang 2,000 1,975 1,975 Land and buildings None
Other loans Fu-Shun Chang 3,000 2,925 2,925 Land and buildings None
Other loans Tomy Wong 5,800 - - Land and buildings None
Other loans Tomy Wong 7,300 7,300 7,300 Land and buildings None
Other loans Ing-Dar Wu 1,000 984 984 Land and buildings oneN
Other loans Suka Chen 3,000 - - Land and buildings None
Other loans Tung-Yu Hung 586 - - Land and buildings None
Other loans Tung-Yu Hung 800 794 794 Land and buildings None
Other loans Wei-Chin Chien 1,300 1,255 1,255 Land and buildings None
Other loans Feng-Tin Liao 5,000 5,000 5,000 Land and buildings None
Other loans Yung-Cheng Chen 840 830 830 Land and buildings None
Other loans Yueh-Pin Liu 1,800 1,800 1,800 Land and buildings one N
Other loans Benny Chen 975 - - Land and buildings None
Other loans Benny Chen 2,000 1,965 1,965 Land and buildings None
Other loans Cheng-Hsien Tseng 3,500 3,500 3,500 Land and Isuilding None
Other loans [-Shun Chou 1,986 - - Land and buildings None
Other loans [-Shun Chou 5,000 4,248 4,248 Land and buildings None
Other loans Kuo-Huei Chang 1,000 1,000 1,000 Land and buildings one N
Other loans Peter Chen 1,000 1,000 1,000 Land and buildings None
Other loans Peter Chen 3,000 3,000 3,000 Land and buildings None
Other loans Dena Chiou 2,500 2,469 2,469 Land and buildings None
Other loans Shih-Hui Lin 1,595 1,514 1,514 Land and buildings one N
Other loans Ho Hsu 1,300 1,274 1,274 Land and buildings None
(Continued)



Loan Classification Differences in
Highest Balance in Terms of
the Year Ended . . Transaction
Type Account Volume or Name December 31, 2011 Ending Balance Normal Loans Nonperforming Collateral Compared with
Loans
(Note) Those for Unrelated
Parties
Other loans Fu-Chung Huang $ 1,300 $ 1,281 $ 1,281 $ Land and buildings one N
Other loans Kuang-Yi Hung 700 673 673 - Land and buildings oneN
Other loans Kuang-Yi Hung 1,441 1,261 1,261 - Land and buildings None
Other loans Joe Huang 2,800 - - - Land and buildings None
Other loans Joe Huang 20 20 20 - Land and buildings None
Other loans Sin-Hua Chen 3,596 3,375 3,375 - Land and buildings one N
Other loans Yin-Sung Liu 6,201 - - - Land and buildings None
Other loans Yin-Sung Liu 7,750 7,750 7,750 - Land and buildings None
Other loans Yu-Kai Huang 15,000 15,000 15,000 - Land and buildings one N
Other loans Wen-Chian Chang 393 - - - Land and buildings None
Other loans Wen-Chian Chang 1,200 1,187 1,187 Land and buildings None
Other loans Wen-Chian Chang 800 781 781 - Land and buildings None
Other loans Ming-Hong Lee 3,000 3,000 3,000 - Land and buildings None
Other loans Huei-Ling Tsai 2,350 - - - Land and buildings None
Other loans Huei-Ling Tsai 4,000 3,459 3,459 - Land and buildings None
Other loans Cyong-Ru Lu 3,150 2,070 2,070 - Land and buildings None
Other loans Wu-Shin Chen 189 - - - Land and buildings None
Other loans Wu-Shin Chen 1,200 - - - Land and buildings oneN
Other loans Shui-Chin Shen 4,000 3,818 3,818 - Land and buildings None
Other loans Cheng-Lin Ko 2,000 1,945 1,945 - Land and buildings None
Other loans Cheng-Lin Ko 1,000 977 977 - Land and buildings None
Other loans Joseph N. C. Huang 1,000 - - - Land and buildings None
Other loans Joseph N. C. Huang 10,000 10,000 10,000 Land and buildings None
Other loans Po-Liang Hsieh 2,050 2,012 2,012 - Land and bsilding None
Other loans Vincent Chen 950 936 936 - Land and buildings None
Other loans Nan-Ming Chen 1,861 1,772 1,772 - Land and buildings None
Other loans Wu-Tzeng Li 1,500 1,484 1,484 - Land and buildings None
Other loans Yi-Shing Hsiao 786 - - - Land and buildings None
Other loans Yi-Shing Hsiao 4,950 4,888 4,888 - Land and buildings None
Other loans Gwo-Shyang Lin 3,000 2,834 2,834 - Land and bsilding None
Other loans Babby Huang 800 790 790 - Land and buildings None
Other loans Shih-Jung Cheng 3,000 1,081 1,081 Land and buildings one N
Other loans Randy Cheng 1,350 1,330 1,330 - Land and buildings None
Other loans Chiun-Cheh Lin 3,250 3,193 3,193 - Land and buildings one N
Other loans Bruce Lee 2,000 2,000 2,000 - Land and buildings None
(Continued)
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December 31, 2010

Type

Account Volume or Name

Highest Balance in
the Year Ended
December 31, 201(

)

Ending Balance

Loan Classification

Normal Loans

Nonperforming

Collateral

Differences in
Terms of
Transaction
Compared with

(Note) Loans Those for Unrelated
Parties
Consumer loans 82 $ 160,920 $ 114,253 $ 114,253 $ - Land and buildings as collatdlahe
for part of the loans
Self-used housing mortgage loans 66 427,672 335,652 335,652 - Land and buildings None
Other loans J.C. Wang 1,712 1,586 1,586 - Land and buildings None
Other loans J.C. Wang 1,500 1,476 1,476 - Land and buildings None
Other loans Ching-Lee Kao 5,000 2,187 2,187 - Land and buildings None
Other loans Wen-Chuan Tu 1,000 1,000 1,000 - Land and buildings None
Other loans Cheng-Ta Lee 600 580 580 - Land and buildings one N
Other loans Davis Tsai 671 - - - Land and buildings oneN
Other loans Vivian Ho 1,100 1,081 1,081 - Land and buildings None
Other loans Shuei-Ping Wan 870 - - - Land and buildings None
Other loans Chun-Nan Tsai 2,500 2,478 2,478 - Land and buildings one N
Other loans Rong-Huel Chang 3,940 2,054 2,054 . Land and buildings one N
Other loans L.C. Lin 900 900 900 - Land and buildings None
Other loans Jia-Tie Huang 2,000 1,807 1,807 - Land and buildings None
Other loans Kuan-Her Wu 1,845 - - - Land and buildings oneN
Other loans Town-Wen Liu 800 - - - Land and buildings oneN
Other loans Edward Chen 3,825 3,612 3,612 - Land and buildings None
Other loans David H. C. Lien 3,000 786 786 - Land and buildings None
Other loans Mei-Nu Chen 2,000 1,922 1,922 - Land and buildings None
Other loans Day-Yu Chen 700 - - - Land and buildings None
Other loans Cheng-Hao Chang 5,000 5,000 5,000 Land and buildings one N
Other loans Cheng-Hao Chang 5,000 5,000 5,000 Land and buildings one N
Other loans Shin-Ching Wei 1,900 1,900 1,900 - Land and buildings None
Other loans Ping-Huei Chen 5,000 5,000 5,000 - Land and buildings None
Other loans Tomy Wong 5,800 5,800 5,800 - Land and buildings None
Other loans Benny Chen 1,000 975 975 - Land and buildings None
Other loans [-Shun Chou 3,000 2,040 2,040 - Land and buildings None
Other loans Peter Chen 1,000 1,000 1,000 - Land and buildings None
Other loans Tsung-Pin Chen 3,828 - - - Land and buildings None
Other loans Tsung-Pin Chen 5,000 - - - Land and buildings None
Other loans Shih-Hui Lin 1,675 1,595 1,595 - Land and buildings one N
Other loans Kuang-Yi Hung 1,500 1,441 1,441 - Land and buildings None
Other loans Joe Huang 13,000 - - - Land and buildings None
Other loans Joe Huang 5,000 2,800 2,800 - Land and buildings None
Other loans Sin-Hua Chen 3,800 3,596 3,596 - Land and buildings one N
Other loans Yin-Sung Liu 6,445 6,201 6,201 - Land and buildings None
Other loans Wen-Chian Chang 400 393 393 - Land and buildings None
Other loans Heng-Hwa Yang 320 - - - Land and buildings None
Other loans Huei-Ling Tsai 4,000 2,350 2,350 - Land and bulding None
Other loans Wu-Shin Chen 800 189 189 - Land and buildings None
Other loans Joseph N. C. Huang 1,000 1,000 1,000 - Land and buildings None
Other loans Nan-Ming Chen 1,949 1,861 1,861 - Land and buildings None
Other loans Yi-Shing Hsiao 800 786 786 - Land and buildings None
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2.

Derivatives

December 31, 2010

Name Type of Derivatives Contract Period Nominal Amounts Valuation Gain Amounts on the Balance Sheet
(Loss) Account Amounts
E.SUN Financial Holding Company, Ltd.| Cross-currency swap contracts 2010.06.04-2010.09.15 $ 975,640 $ - - $ -
Note: The sum of the respective highest balances of all accouhésyears ended December 31, 2011 and 2010.
(Concluded)
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E.SUN COMMERCIAL BANK, LTD.

ASSET QUALITY - NONPERFORMING LOANS AND RECEIVABLES

DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, %)

TABLE 2

reported as nonperforming receivables (Note 9)

Period December 31, 2011 December 31, 2010
Nonperforming Ratio Of. Allowance for | Coverage Ratio Nonperforming Ratio Of. Allowance for | Coverage Ratio
ltems Loans Loans Nonperforming Possible Losses (Note 3) Loans Loans Nonperforming Possible Losses (Note 3)
(Note 1) Loans (Note 2) ) (Note 1) Loans (Note 2) 7
Corporate |Secured $ 34,627 $ 123,474,193 0.03 $ 1,234,742 3,565.84 $ 372,086 $ 110,691,000 0.34 $ 765,484 205.73
banking |Unsecured 197,209 184,160,139 0.11 1,841,601 933.83 718,342 146,957,474 0.49 1,301,743 181.21
Housing mortgage (Note 4) 348,608 233,168,931 0.15 2,174,898 623.88 632,569 247,911,167 0.26 667,134 105.46
c Cash card 1,127 20,156 5.59 2,594 230.17 1,168 26,839 4.35 10,707 916.70
bo;nsﬁrr:‘er Small-scale credit loans (Note 5) 536,241 28,844,744  1.86 565,082 105.38 502,208 21,957,675 2.29 637,331 126.91
g Other (Note 6) Secured 112,391 84,829,197 0.13 848,292 754.77 55,265 68,867,637 0.08 154,506 279.57
Unsecured 79,504 8,396,142 0.95 83,961 105.61 60,851 6,364,555 0.96 78,105 128.35
Loan 1,309,707 662,893,502 0.20 6,751,170 515.47 2,342,484 602,776,347 0.39 3,615,010 154.32
Nonperforming Ratio of Nonperforming Ratio of
. . Nonperforming | Allowance for | Coverage Ratio . , Nonperforming | Allowance for | Coverage Ratio
Receivables Receivables , : Receivables Receivables , :
Receivables | Possible Losses (Note 3) Receivables | Possible Losses (Note 3)
(Note 1) (Note 1)
(Note 2) (Note 2)
Credit cards 76,735 32,848,546 0.23 1,053,388 1,372.76 111,421 30,887,743 0.36 436,132 391.43
Fa((;\tlgrtglg)accounts receivable without recourse ) 5 598,969 i 36,039 i i 1,365,701 i 3.464 i
Amounts of executed contracts on negotiated debts 117,688 158,038
not reported as nonperforming loans (Note 8)
Amounts of executed contracts on negotlated debts 371,548 620,348
not reported as nonperforming receivables (Notg 8)
Amounts of executed debt_-restructurlng projects not 383,703 141,981
reported as nonperforming loans (Note 9)
Amounts of executed debt-restructuring projects rot 1.129.323 772,477

Note 1: Nonperforming loans are reported to the authorities and disabotbedgublic, as required by the “Regulations Governing the Proceduresifon@institutions to Evaluate Assets and Deal with Nonperforming/Mdontad Loans.”
Nonperforming receivables are reported to the authorities and éidc¢toshe public, as required by the Banking Bureau’s letter dated July 6, 25081¢R0944000378).

Note 2: Ratio of nonperforming loans:
Ratio of nonperforming receivables:

Note 3: Coverage ratio of loans:
Coverage ratio of receivables:

Nonperforming loans + Outstandimgdalance.
Nonperforming receivabl@sitstanding receivables balance.

Allowance for possible lossdedns + Nonperforming loans.
Allowance for possible logssagdeivables + Nonperforming receivables.

Note 4: The mortgage loan is for house purchase or renovation and is fullgdsbg housing that is purchased (owned) by the borrower, the spouse or the ndnemn ofithe borrowers.

Note 5: Based on the Banking Bureau'’s letter dated December 19, 2005 (Ref. NQ103540), small-scale credit loans are unsecured, involve small amounts amt e€xelit cards and cash cards.

Note 6: Other consumers’ banking loans refer to secured or unsecuredbdamstude housing mortgage, cash cards, credit cards and smadiredalbans.
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Note 7: As required by the Banking Bureau in its letter datdyg 19, 2005 (Ref. No. 0945000494), factoring accounts receivable wigmnurse are reported as nonperforming receivables withi@ thoaths after the factors or insurance
companies refuse to indemnify banks for any liabilities on these accounts.

Note 8: Amounts of executed contracts on negotiated debts that are not rapartegherforming loans or receivables are reported in accordance widmitied3Bureau’s letter dated April 25, 2006 (Ref. No. 09510001270).
Note 9: Amounts of executed debt-restructuring projects not reported as nomgegfloans or receivables are disclosed to the public in accordancéevBanking Bureau’s letter dated September 15, 2008 (Ref. No. 09700318940).

(Concluded)
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TABLE 3

E.SUN COMMERCIAL BANK, LTD.

THE RELATED INFORMATION AND PROPORTIONATE SHARE IN INVEST EES
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars)

The Proportionate Share of the Bank and its Affiliates in
Percentage Investees (Note 1)
Investor , Main Businesses and , Investment Gain Total
Compan Investee Company Location Products of _ Carrying Value LoSS sh Pro E P ” Note
pany Ownership ( ) ares ro Forma Shares ercentage
(Thousands) | Shares (Note 2) of
(Thousands) .
Ownership
E.SUN Finance-related business
Commercial Taipei Forex Inc. Taipei Foreign exchange brokering 0.81 $ 2,000 $ 511 160 - 160 0.81
Bank, Ltd. Taiwan Futures Exchange Co., Ltd. Taipei Futuresraleari 0.45 9,000 1,804 1,223 - 1,223 0.45
(The “Bank”) | Taiwan Asset Management Corporation Taipei Acaonsdf delinquent loans  0.57 100,000 7,072 10,000 - 10,000 0.57
Taiwan Financial Asset Service Corporaticaipei Property auction 2.94 50,000 500 5,000 - 5,000 2.94
Taiwan Finance Corp. Taipei Bills financing 0.41 21,35% 636 2,120 - 2,120 0.41
Sunny Asset Management Co. Taipei Acquisition of delinquent loans4.35 2,607 341 260 - 260 4.35
Non-finance related business
Fugi Consulting Co., Ltd. (formerly Fubo|Taipei Investment consulting 2.56 - 37,665 51 - 51 2.56
Securities Finance Co.)
Financial Information Service Co., Ltd. Taipei Information service 2.8 108,954 11,375 10,237 - 10,237 2.28
Apex Venture Capital Corp. Taipei Investment 4.7 6,093 (14,000) 2,009 - 2,009 4.67
Gapura Incorporated Taipei Investment 11.11 - (3,544) 592 - 592 11.11
BankPro E-Service Technology Co., Ltd Taipei cdfamerce application serv 3.33 4,500 1,539 450 - 450 3.33
Taiwan Incubator Small & Medium Taipei Small and medium enterprise 3.44 24,071 - 2,425 - 2,425 3.44
Enterprises Development Co., Ltd. incubation

Note 1: Shares or pro forma shares held by the Bank, directors, supervissidemiy vice president and affiliates in accordance with the Companlgdvaerbeen included.
Note 2: a. Pro forma shares are shares that are assumed to be obtained thinggiybity-based securities or entering into equity-linked derivativeamatfor purposes defined in Article 74 of the Banking Law.
b. Equity-based securities are covered by Article 11 of the “Siesugihd Exchange Law Enforcement Rules,” such as convertible bonds and warrants

c. Derivative contracts are those conforming to the definition of dier@dgin Statement of Financial Accounting Standards No. 34 - “Finansialiments: Recognition and Measurement,” such as stock options.
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E.SUN COMMERCIAL BANK, LTD.

INFORMATION ON THE FOREIGN-CURRENCY FINANCIAL ASSETS AND

LIABILITIES WITH SIGNIFICANT EFFECT
DECEMBER 31, 2011 AND 2010
(Currency Unit:  In Thousands)

TABLE 4

2011 2010
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars
Financial assets
UsD $ 4,655,368 30.2780 $ 140,955,232 $ 3,826,695 29.5000 $ 112,887,503
AUD 460,218 30.7534 14,153,268 319,903 30.0281 9,606,079
HKD 2,158,441 3.8969 8,411,229 1,738,109 3.7900 6,587,433
JPY 12,071,016 0.3898 4,705,282 10,220,888 0.3622 3,702,006
EUR 73,494 39.2070 2,881,479 67,039 39.2468 2,631,066
RMB 198,596 4.7980 952,864 23,050 4.4664 102,951
GBP 3,588 46.6735 167,465 1,875 45,5510 85,408
CHF 2,705 32.1969 87,093 3,511 31.5339 110,716
SGD 2,283 23.3033 53,201 3,886 22.8718 88,880
CAD 1,790 29.6785 53,125 1,616 29.5118 47,691
ZAR 10,150 3.7208 37,766 7,376 4,4426 32,769
NzZD 1,289 23.4261 30,196 7,752 22.7593 176,430
SEK 2,139 4.3910 9,392 2,539 4.3671 11,088
THB 5,359 0.9542 5,114 7,667 0.9788 7,504
MYR 77 9.5409 735 77 9.5624 736
MXN 693 2.1619 1,498 - - -
Financial liabilities
UsD 4,631,902 30.2780 140,244,729 4,190,070 29.5000 123,607,065
AUD 215,873 30.7534 6,638,829 139,638 30.0281 4,193,064
EUR 149,595 39.2070 5,865,171 171,945 39.2468 6,748,291
HKD 1,065,460 3.8969 4,151,991 950,202 3.7900 3,601,266
ZAR 1,093,291 3.7208 4,067,917 543,863 4,4426 2,416,166
JPY 8,622,514 0.3898 3,361,056 10,938,607 0.3622 3,961,963
RMB 490,850 4.7980 2,355,098 230 4.4664 1,027
SGD 67,353 23.3033 1,569,547 5,835 22.8718 133,457
NzZD 57,865 23.4261 1,355,551 96,299 22.7593 2,191,698
GBP 22,006 46.6735 1,027,097 32,942 45,5510 1,500,541
CAD 24,858 29.6785 737,748 25,804 29.5118 761,522
CHF 7,704 32.1969 248,045 2,470 31.5339 77,889
SEK 9,430 4.3910 41,407 15,824 4.3671 69,105
MYR 1 9.5409 10 - 9.5624 -
MXN - 2.1619 - - - -
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E.SUN COMMERCIAL BANK, LTD.

ACQUISITION OF INDIVIDUAL REAL ESTATES AT COSTS OF AT LEAST NT$300 MILLION OR 10% OF THE PAID-IN CAPIT AL
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars)

TABLE S

. Transaction Payment Nature of Prior Transaction of Related Counter-party . Purpose of
Name Property Transaction Date Amount Term Counter-party Relationship Owner Relationship Transfer Date Amount Price Reference Acquisition Other terms
E.SUN Commercial BankLand
Ltd. No. 0184-0000, Sec. Hui Guoduan|Board approval date $821,410 Fully paid | Fong-Yi Constructior - - - - $ - Appraisal report |Office use -
Xitun Dist., Taichung City 2010.12.14 Co., Ltd., O O Wang of Sauvills
Contract date: Taiwan

Building 2011.01.14

1F and 2F, No. 386, Shizheng Rd.,|Settlement date:
Xitun Dist., Taichung City. 2011.01.26

1F and 2F, No. 388, Shizheng Rd,
Xitun Dist., Taichung City.

34F-1 (and -3, -5, -6, -7,-8), No. 38
Shizheng Rd., Xitun Dist.,
Taichung City

Parking lots in B3, B5 and B6 of the
above No. 386 building

O7
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TABLE 6

E.SUN COMMERCIAL BANK, LTD.

SALE OF NONPERFORMING LOANS
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars)

1. Sale of nonperforming loans

Form of Relationship
Trade Date Counterparty Nonperforming Book Value Selling Price | Gain (Loss) Terms Between the
(Note) Counterparty
Loan
and the Bank
2011.2.9 |Yuan Tai AsseManagemer| Syndicated loan $ - $40,244 $40,244 None None
Co., Ltd.

Note: The credit assets have been written off.

2. The sale of a batch of nonperforming loans @rdNT$1 billion (excluding those sold to relatedtjes):
None.
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