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INDEPENDENT AUDITORS’ REPORT

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

We have audited the accompanying consolidated talaheets of E.SUN Commercial Bank, Ltd. and its
subsidiaries (collectively, the “Company”) as ofdember 31, 2013, December 31, 2012 and Janua@1®, 2
and the related consolidated statements of compseleincome, changes in equity and cash flowstHer
years ended December 31, 2013 and 2012. Theselidated financial statements are the responsibilft

the Company’s management. Our responsibility ixpress an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with the R@leverning the Audit of Financial Statements oiaficial
Institutions by Certified Public Accountants andliing standards generally accepted in the Repuaibl€hina.
Those rules and standards require that we planpandrm the audit to obtain reasonable assuranoetab
whether the consolidated financial statements rae ¢f material misstatement. An audit includesngxing,
on a test basis, evidence supporting the amougtsligclosures in the consolidated financial statéme An
audit also includes assessing the accounting pfexiused and significant estimates made by maragemas
well as evaluating the overall financial statenmeneisentation. We believe that our audits provideagonable
basis for our opinion.

In our opinion, the consolidated financial statetagnferred to above present fairly, in all malegspects, the
consolidated financial position of the Company a®ecember 31, 2013, December 31, 2012 and Jaryary
2012, and their consolidated financial performaacé consolidated cash flows for the years endectmber
31, 2013 and 2012, in conformity with the Guidedifi@overning the Preparation of Financial Report®ublylic
Banks, Guidelines Governing the Preparation of feérel Reports by Securities Firms, and Internationa
Financial Reporting Standards (IFRS), Internatigk@adounting Standards (IAS), IFRIC InterpretatigiiRIC),
and SIC Interpretations (SIC) endorsed by the Fi@usupervisory Commission of the Republic of Ghin

We have also audited the parent company only fiahstatements of E.SUN Commercial Bank, Ltd. aaraf
for the years ended December 31, 2013 and 201havelissued an unqualified opinion thereon in eport
dated March 5, 2014.

March 5, 2014
Notice to Readers

The accompanying consolidated financial statemangsintended only to present the consolidated fren
position, financial performance and cash flows ioc@rdance with accounting principles and practices
generally accepted in the Republic of China and thmise of any other jurisdictions. The standards,
procedures and practices to audit such consoliddtedncial statements are those generally acceated
applied in the Republic of China.

For the convenience of readers, the independentasdreport and the accompanying consolidatedafioial
statements have been translated into English frbendriginal Chinese version prepared and used & th
Republic of China. If there is any conflict betweélee English version and the original Chinese mgr®r any
difference in the interpretation of the two verspthe Chinese-language independent auditors’ tepad
consolidated financial statements shall prevail.



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

ASSETS

CASH AND CASH EQUIVALENTS (Notes 4 and

DUE FROM THE CENTRAL BANK AND CALL LOANS TO OTHER BNKS (Notes 4 and 7)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LSS (Notes 4, 8 and 37)
SECURITIES PURCHASED UNDER RESELL AGREEMENTS (Noteand 9)
RECEIVABLES, NET (Notes 4, 10 and 37)

CURRENT TAX ASSETS (Notes 4, 33 and 36)

DISCOUNTS AND LOANS, NET (Notes 4, 11, 36 and 37)
AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET (Notes 412, 13 and 37)
HELD-TO-MATURITY FINANCIAL ASSETS, NET (Notes 4, 14nd 37)
OTHER FINANCIAL ASSETS, NET (Notes 4, 15 and 37)

PROPERTIES AND EQUIPMENT, NET (Notes 4 and

INVESTMENT PROPERTIES, NET (Notes 4 and 17)

INTANGIBLE ASSETS, NET (Notes 4 and 18)

DEFERRED TAX ASSETS (Notes 4 and 33)

OTHER ASSETS, NET (Notes 4, 19, 36 and 38)

TOTAL

LIABILITIES AND EQUITY
DUE TO THE CENTRAL BANK AND OTHER BANKS (Note 20)
FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (Notes 4 and
SECURITIES SOLD UNDER REPURCHASE AGREEMENTS (Nofes8, 12, 14 and 21)
PAYABLES (Notes 22 and 36)
CURRENT TAX LIABILITIES (Notes 4, 33 and 36)
DEPOSITS AND REMITTANCES (Notes 23 and 36)
BANK DEBENTURES (Note 24)
OTHER FINANCIAL LIABILITIES (Notes 25, 36 and 38)
PROVISIONS (Notes 4, 26 and 27)
DEFERRED TAX LIABILITIES (Notes 4 and 33)
OTHER LIABILITIES (Notes 28 and 36)
Total liabilities
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY
Capital stock
Common stock
Capital surplus
Additional paid-in capital from share issuancexgess of par value
From treasury stock transactions
Others
Total capital surplus
Retained earnin
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnin
Other equity
Total equity attributable to owners of the comg
NON-CONTROLLING INTERESTS
Total equity

TOTAL

The accompanying notes are an integral part ofdinsolidated financial statements.

December 31, 2013

December 31, 2012

January 1, 2012

Amount %
$ 21,31754 2
57,907,807 4
283,198,494 21
56,093,380 4
159,549 -
828,238,170 61
71,157,160 5
8,593,699 1
15,499,801 1
18,486,66 1
1,057,348 -
5,457,944 -
181,998 -

1,563,680

$ 1,368,913,242

$ 47,645,621
5,838,29
6,254,291

15,554,501

409,930

o

1,157,482,350 85

47,500,000
2,195,311
380,251
745,553

1,452,548

1,285,458,65 9.

49,850,000

12,344,136
483
229,077

12,573,696

11,595,872
83,866
8,490,649
20,170,38
156,143
82,750,22
704,364

83,454,590

$ 1,368,913,242 00

Amount %
$ 23,068,12 2
55,855,963 5
61,246,430 5
210,863 -
44,058,948 4
159,455 -
735,406,720 60
76,155,007 6
211,168,563 17
4,392,491 -
16,373,00 1
2,193,124 -
4,137,558 -
448,281 -

1,457,072

$ 1,236,331,603 100

$ 46,652,824
6,978,75
4,957,725

21,307,584
826,344
1,029,974,595
47,000,000
1,412,646
428,108
764,038
1,189,424

1,161,492,04

45,725,000

12,146,702
483
198,346

12,345,531

9,442,173
305,423
6,937,999
16,685,59
83,432

74,839,55

74,839,558

IS

[

N

$ 1,236,331,603 100

Amount

$ 19,931,43
45,016,416
52,250,936
29,789
41,893,897
274,793
656,008,834
52,860,765
253,283,859
3,497,546

15,599,51
1,216,332
4,036,275
315,686
1,427,934

$ 1,147,644,016

$ 38,052,926
7,855,70;
13,247,387
17,831,752
60,522
962,841,827
39,000,000
1,943,643
338,345
722,613
1,220,733

1,083,115.45

42,206,000

10,949,525
483
87,848

11,037,856

8,494,884
83,866
2927517
11,506,26
(221,557)

64,528,56
64,528,566

$ 1,147,644,016

%

=

w

=

[

N



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In Thousands of New Taiwan Dollars, Except Earning Per Share)

INTEREST REVENUE (Notes 4, 29
and 36)

INTEREST EXPENSE (Notes 4, 29
and 36)

NET INTEREST

NET REVENUES AND GAINS OTHEF
THAN INTEREST
Service fee income, net (Notes 4, 30
and 36)

Gains on financial assets and liabilities

at fair value through profit or loss
(Notes 4 and 31)

Realized gains on available-for-sale
financial assets (Notes 4 and 13)
Foreign exchange gains (losses), net

(Note 4)

Reversal of impairment losses
(impairment losses) on assets
(Notes 4 and 15)

Other noninterest gains, net (Note 36)

Subtotal
TOTAL NET REVENUES

BAD-DEBT EXPENSES AND
PROVISION FOR LOSSES ON
GUARANTEES (Notes 4 and 11)

OPERATING EXPENSES (Notes 4, 27,
32 and 36)
Employee benefits
Depreciation and amortization
General and administrative

Total operating expenses

Percentage
For the Year Ended December 31 Increase
2013 2012 (Decrease)
Amount % Amount % %
$ 22,330,735 86 $ 22,577,990 100 Q)
(9,443,827) _(36) (9,251,236) _(41) 2
12,886,908 50 13,326,754 59 3
7,928,614 30 5,297,874 24 50
5,057,016 19 1,604,614 7 215
164,457 1 1,591,453 7 (90)
(244,992) Q) 477,781 2 (151)
(7,489) - 17,039 - (144)
174,947 1 150,808 1 16
13,072,553 50 9,139,569 41 43
25,959,461 100 22,466,323 100 16
(1,706,514) (6) (2,019,923) (9) (16)
(6,454,877) (25) (5,775,727)  (26) 12
(888,210) 3) (813,976) 3) 9
(6,382,192) _(25) (5,374,956) _(24) 19
(13,725,279) _(53) (11,964,659) _(53) 15
(Continued)



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In Thousands of New Taiwan Dollars, Except Earning Per Share)

INCOME BEFORE INCOME TAX

INCOME TAX EXPENSE (Notes 4

and 33)

NET INCOME

OTHER COMPREHENSIVE INCOME

(Notes 4, 27 and 33)

Exchange differences on the
translation of financial statements of
foreign operations

Unrealized gains (losses) on
available-for-sale financial assets

Actuarial gain and loss arising from
defined benefit plans

Income tax relating to components of
other comprehensive income

Other comprehensive income for
the year, net of tax

TOTAL COMPREHENSIVE INCOME

NET INCOME ATTRIBUTABLE TO:
Owners of the Company
Non-controlling interests

TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owners of the Company
Non-controlling interests

EARNINGS PER SHARE (NEW
TAIWAN DOLLARS; Note 34)

Basic

Percentage
For the Year Ended December 31 Increase
2013 2012 (Decrease)
Amount % Amount % %
$ 10,527,668 41 $ 8,481,741 38 24
(1,680,158) (7 (1,316,482) (6) 28
8,847,510 34 7,165,259 32 23
150,707 1 (268,035) Q) 156
(83,765) - 585,975 2 (114)
78,463 - (44,455) - 276
1,985 - (12,951) - 115
147,390 1 260,534 1 (43)
$ 8,994,900 35 $ 7,425,793 33 21
$ 8,847,604 34 $ 7,165,259 32 23
(94) - - - -
$ 8,847,510 34 7,165,259 _ 32 23
$ 8,998,778 35 $ 7,425,793 33 21
(3.878) - - - -
$ 8,994,900 35 $ 7,425,793 33 21
$1.77 $1.50
(Concluded)

The accompanying notes are an integral part ofdinsolidated financial statements.

-4 -



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Company

Other Equity

Exchange
Differences on the
Translation of Unrealized Gains
Financial (Losses) on
Capital Stock (Note 35) Retained Earnings (Notes 4 and 35) Statements of Available-for-sale Non-controlling
Shares Capital Surplus Unappropriated Foreign Operations ~ Financial Asset: Interests
(In Thousands) Common Stock (Notes 4 and 35) Legal Reserve Special Reserve Earnings (Note 4) (Note 4) (Notes 4 and 35) Total Equity

BALANCE AT JANUARY 1, 201: 4,220,601 $ 42,206,00 $ 11,037,85 $ 8,494,88 $ 83,86¢ $ 2,927,51 $ - $ (221,55) $ - $ 64,528,56
Appropriation of the 2011 earnings

Legal reserv - - - 947,28! - (947,289 - - - -

Special resen - - - - 221,55 (221,55) - - - -

Cash dividends - - - - - (422,476) - - - (422,476)

Stock dividends 151,900 1,519,000 - - - (1,519,000) - - - -
Share-based payment arrangements involving ESFé@isnon

stock - - 207,675 - - - - - - 207,675
Capital increase in December 2012 200,000 2,000,000 1,100,000 - - - - - - 3,100,000
Net income for the year ended December 31, 2012 - - - - - 7,165,259 - - - 7,165,259
Other comprehensive income for the year ended Dieee81,

2012, net of income tax - - - - - (44,455) (222,469) 527,458 - 260,534
Total comprehensive income for the year ended Dbeef3i,

2012 - - - - - 7,120,804 (222,469) 527,458 - 7,425,793
BALANCE, DECEMBER 31, 201 4,572,501 45,725,00 12,345,53 9,442,17. 305,42 6,93799¢ (222,469 305,90: - 74,839,55
Reversal of special reserve - - - - (221,557) 221,557 - - - -
Appropriation of the 2012 earnings

Legal reserve - - - 2,153,699 - (2,153,699) - - - -

Cash dividends - - - - - (1,316,275) - - - (1,316,275)

Stock dividends 412,500 4,125,000 - - - (4,125,000) - - - -
Changes in non-controlling interests - - - - - - - - 708,242 708,242
Share-based payment arrangements involving ESFtd@isnon

stock - - 228,165 - - - - - - 228,165
Net income for the year ended December 31, 2013 - - - - - 8,847,604 - - (94) 8,847,510
Other comprehensive income for the year ended Dieee81,

2013, net of income tax - - - - - 78,463 128,420 (55,709) (3,784) 147,390
Total comprehensive income for the year ended Dbeef3i,

201 - - - - - 8,926,06 128.42( (55,709 (3.87%) 8,994,901
BALANCE, DECEMBER 31, 2013 4,985,000 $ 49,850,000 $ 12,573,696 $ 11,595,872 $ 83,866 $ 8,490,649 $  (94,049) $ 250,192 $ 704,364 $ 83,454,590

The accompanying notes are an integral part of¢insolidated financial statements.



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Year Ended December 3:

201z
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $ 10,527,668
Adjustments for noncash items
Depreciation expenses 687,097
Amortization expenses 201,113
Bad-debt expenses 1,672,446
Gains on financial assets and liabilities at failue through profit o
loss (5,057,016)
Interest expense 9,443,827
Interest revenue (22,330,735)
Dividend income (78,585)
Provision for losses on guarantees 34,068
Salary expenses on share-based payments 228,165
Gains on disposal of properties and equipment (353)
Gains on disposal of investment properties (11,643)
Gains on disposal of investments (134,842)
Impairment losses on financial assets 5,900
Impairment losses on nonfinancial assets 1,589
Reversal of impairment losses on nonfinancial asset -
Losses on disposal of foreclosed collaterals 8,327
Net changes in operating assets and liabilities
Increase in due from the Central Bank and callddarother
banks (4,995,222)

Increase in financial assets at fair value thropgtfit or loss
Increase in receivables
Increase in discounts and loans

(221,185,260)
(12,196,311)
(88,595,557)

2012

8,481,741

635,264
178,712
1,970,127

(1,604,614)
9,251,236
(22,577,990)

(49,634)
49,796
207,675
(142)
(25,970)
(1,593,808)

(17,039)
6,525

(9,494,681)
(13,264,341)
(2,237,930)
(80,602,294)

Decrease (increase) in available-for-sale finarasakts 3,577,451 (21,956,350)
Decrease in held-to-maturity financial assets 202,433,018 41,856,385
Increase in other financial assets (11,080,364) (955,800)
Decrease (increase) in other assets (732) 20,485
Increase in due to the Central Bank and other banks 395,795 8,599,898
Increase in financial liabilities at fair value dhugh profit or loss 628,167 4,105,461
Increase (decrease) in securities sold under repsecagreements 1,296,566 (8,289,662)
Increase (decrease) in payables (5,749,833) 3,300,228
Increase in deposits and remittances 119,825,970 65,236,072
Increase (decrease) in other financial liabilities 503,718 (461,711)
Decrease in provision for employee benefits (3,649) (4,589)
Increase (decrease) in other liabilities 230,796 (41,975)
Cash used in operations (19,718,421) (19,278,925)
Interest received 25,684,601 23,401,376
Dividend received 86,178 56,529
Interest paid (9,651,597) (9,124,907)
Income tax paid (1,872,271) (558,167)
Net cash used in operating activities (5,471,510) (5,504.,094)
(Continued)



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM INVESTING ACTIVITIES
Net cash inflow from the acquisition of subsidiar{®ote 51)
Payments for properties and equipment
Proceeds of the disposal of properties and equipmen
Increase in refundable deposits
Payments for intangible assets
Proceeds of the disposal of foreclosed collaterals
Increase in cash arising from acquisition of Chillye Forth Credit

Cooperative

Proceeds of the disposal of investment properties
Increase in other assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds of the issuance of bank debentures
Repayment of bank debentures
Increase in long-term borrowings
Increase in guarantee deposits received
Decrease in guarantee deposits received
Cash dividends paid
Capital increase

Net cash provided by (used in) financing activities

EFFECT OF EXCHANGE RATES CHANGE ON CASH AND CASH
EQUIVALENTS

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS, END OF THE YEAR

RECONCILIATIONS OF THE AMOUNTS IN THE CONSOLIDATED
STATEMENTS OF CASH FLOWS WITH THE EQUIVALENT
ITEMS REPORTED IN THE CONSOLIDATED BALANCE

SHEETS AS OF DECEMBER 31, 2013 AND 2012
Cash and cash equivalents in the consolidated tmkimeets

Due from the Central Bank and call loans to otleTks in accordance

with cash and cash equivalents under IAS 7 "StatewfeCash
Flows"

Securities purchased under resell agreements ordgartce with cash
and cash equivalents under IAS 7

Cash and cash equivalents, end of the year

For the Year Ended December 3.

201z 201z
$ 733910 $ -
(1,470,399) (2,405,821)
2,594 1,226
(129,077) (65,449)
(133,201) (105,935)
19,416 11,319
- 1,530,113
102,665 102,648
(1,840) (3.878)
(875,932) (935,777)
6,500,000 13,000,000
(6,000,000) (5,000,000)
268,092 -
10,855 -
- (69,438)
(1,316,275) (422,476)
- 3,100,000
(537,328) 10,608,086
1,035,070 494,415
(5,849,700) 4,662,630
28,448,096 23,785,466
$ 22,598,396 $ 28,448,096
$ 21,317,544 $ 23,068,127
1,280,852 5,169,106
- 210,863
$ 22,598,396 $ 28,448,096

(Concluded)

The accompanying notes are an integral part ofdinsolidated financial statements.



E.SUN COMMERCIAL BANK, LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
(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, 2013, the Bank had a busings@theent, an international banking department,ist tr
department, a credit card and payment divisiompféshore banking unit (OBU), 4 overseas branches (L
Angeles, Hong Kong, Singapore and Dongguan), 13&edtic branches and 2 representative offices (in Ho
Chi Minh City, Vietham and in Yangon, Myanmar).

The operations of the Bank’s Trust Department @inef 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) through a share swap. TB$:HC acquired the shares of the Bank, E.SUN
Bills Finance Corp. (E.SUN Bills) and E.SUN SeaestCorp. The board of directors designated Jgnuar
28, 2002 as the effective date of the related stapp. After the share swap, the Bank became %100
subsidiary of ESFHC. Also, on January 28, 2008, ttading of the Bank’s stock on the Taiwan Stock
Exchange (TSE) was stopped, and ESFHC's stocledttrtbe 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, with the Bank as the surviving entityThe effective date of the share swap and the energ
recording date were both December 25, 2006.

The Bank acquired the assets, liabilities and mssirof Chiayi The Fourth Credit Cooperative and Chu
Nan Credit-Cooperative Association on Novemberd3d,2and July 9, 2011, respectively.

Union Commercial Bank PLC. (UCB) was founded in 8arl994, under the Laws of the Kingdom of
Cambodia. The head office of UCB was establishdghnom Penh; UCB also established four branches.
UCB is engaged in banking activities permitted bg taws of the Kingdom of Cambodia. The Bank
acquired 70% equity interest of UCB on August 282 and included UCB in the consolidated financial
statements from the acquisition date (Note 46).

The operating units of the Bank and its subsidiaf@mllectively, the “Company”) maintain their accds
in their respective functional currencies. The smwidated financial statements are presented in New
Taiwan dollars.

As of December 31, 2013 and 2012, the Company atDénd 5,862 employees, respectively.

2. APPROVAL OF FINANCIAL STATEMENTS

The board of directors approved and authorizedsfwe of the consolidated financial statementshéir t
meeting on March 5, 2014.



3. APPLICATION OF NEW, AMENDED AND REVISED STANDAR DS AND INTERPRETATIONS

a. New, amended and revised standards and intatipres (the “New IFRSs") in issue but not yet
effective

The Company has not applied the following Inteivai Financial Reporting Standards (IFRS),

International Accounting Standards (IAS), Interptieins of IFRS (IFRIC), and Interpretations of IAS

(SIC) issued by the International Accounting Staddd@oard (IASB) (the “IFRSs”). On January 28,

2014, the Financial Supervisory Commission (FSQ)oanced the framework for the adoption of

updated IFRSs version in the ROC. Under this fraonk, starting January 1, 2015, the previous
version of IFRSs endorsed by the FSC (the 2010 $RRSsion) currently applied by companies with

shares listed on the Taiwan Stock Exchange or dramfethe Taiwan GreTai Securities Market or

Emerging Stock Market will be replaced by the updatFRSs without IFRS 9 (the 2013 IFRSs

version). However, as of the date that the codatdd financial statements were approved and
authorized for issue, the FSC has not endorsetbtlesving New IFRSs issued by the IASB included

in the 2013 IFRSs version. Furthermore, the FSE mat announced the effective date for the
following New IFRSs that are not included in thed 20FRSs version.

The New IFRSs Included in the
2013 IFRSs Version Not Yet Endorsed by the FSC

Effective Date
Announced by IASB (Note 1)

Improvements to IFRSs (2009) - amendment to IAS 39 January 1, 2009 and January 1,
2010, as appropriate

Effective for annual periods
ending on or after June 30,
2009

July 1, 2010 and January 1,
2011, as appropriate

January 1, 2013

July 1, 2010

Amendment to IAS 39 “Embedded Derivatives”

Improvements to IFRSs (2010)

Annual Improvements to IFRSs 2009-2011 Cycle
Amendment to IFRS 1 “Limited Exemption frono@parative IFRS
Disclosures for First-Time Adopters”

Amendment to IFRS 1 “Severe Hyperinflation and Reahof Fixed
Dates for First-Time Adopters”

Amendment to IFRS 1 “Government Loans”

Amendment to IFRS 7 “Disclosure - Offsetting Finahéssets and
Financial Liabilities”

Amendment to IFRS 7 “Disclosure - Transfer of FiciahAssets”

IFRS 10 “Consolidated Financial Statements”

IFRS 11 “Joint Arrangements”

IFRS 12 “Disclosure of Interests in Other Entities”

Amendments to IFRS 10, IFRS 11 and IFRS 12 “Codateid
Financial Statements, Joint Arrangements and Dsscéoof
Interests in Other Entities: Transition Guidance”

Amendments to IFRS 10 and IFRS 12 and IAS 27 “ltnaest
Entities”

IFRS 13 “Fair Value Measurement”

Amendment to IAS 1 “Presentation of Other Comprehanincome”

Amendment to IAS 12 “Deferred Tax: Recovery of driging
Assets”

IAS 19 (Revised 2011) “Employee Benefits”

IAS 27 (Revised 2011) “Separate Financial Stategient

IAS 28 (Revised 2011) “Investments in Associates$ doint
Ventures”

July 1, 2011

January 1, 2013
January 1, 2013

July 1, 2011

January 1, 2013
January 1, 2013
January 1, 2013
January 1, 2013

January 1, 2014

January 1, 2013
July 1, 2012
January 1, 2012

January 1, 2013
January 1, 2013
January 1, 2013

(Continued)



The New IFRSs Included in the
2013 IFRSs Version Not Yet Endorsed by the FSC

Effective Date
Announced by IASB (Note 1)

Amendment to IAS 32 “Offsetting Financial Assetsl &inancial
Liabilities”
IFRIC 20 “Stripping Costs in Production Phase &usface Mine”

The New IFRSs Not Included in the 2013 IFRSs Versmo

January 1, 2014

January 1, 2013
(Concluded)

Effective Date
Announced by IASB (Note 1)

Annual Improvements to IFRSs 2010-2012 Cycle

Annual Improvements to IFRSs 2011-2013 Cycle

IFRS 9 “Financial Instruments”

Amendments to IFRS 9 and IFRS 7 “Mandatory Effecate of
IFRS 9 and Transition Disclosures”

IFRS 14 “Regulatory Deferral Accounts”

Amendment to IAS 19 “Defined Benefit Plans: Emm@ey
Contributions”

July 1, 2014 (Note 2)

July 1, 2014

Effective date not determined
Effective date not determined

January 1, 2016
July 1, 2014

Amendment to IAS 36 “Impairment of Assets: Recabée Amount January 1, 2014

Disclosures for Non-Financial Assets”

Amendment to IAS 39 “Novation of Derivatives andnfiouation of January 1, 2014

Hedge Accounting”
IFRIC 21 “Levies”

Note 1: Unless stated otherwise, the above New $F&8 effective for annual periods beginning on

or after the respective effective dates.

Note 2: The amendment to IFRS 2 applies to shaseecb@ayment transactions for which the grant
date is on or after July 1, 2014; the amendmelfRS 3 applies to business combinations for
which the acquisition date is on or after July @142, the amendment to IFRS 13 is effective
immediately; the remaining amendments are effedtvennual periods beginning on or after

July 1, 2014.

Significant impending changes in accounting qyoliesulted from New IFRSs in issue but not yet

effective

Except for the following, the initial applicatiorf the above New IFRSs has not had any material

impact on the Company’s accounting policies:

1) IFRS 9 “Financial Instruments”

With regards to financial assets, all recognizedricial assets that are within the scope of IAS 39
“Financial Instruments: Recognition and Measurefhare subsequently measured at amortized
cost or fair value. Specifically, financial asséftst are held within a business model whose
objective is to collect the contractual cash floarsd that have contractual cash flows that ardysole
payments of principal and interest on the princgaaktanding are generally measured at amortized
cost at the end of subsequent accounting perio8li.other financial assets are measured at their
fair values at the end of reporting period. Howewbe Company may make an irrevocable
election to present subsequent changes in thedhie of an equity investment (that is not held for

January 1, 2014

trading) in other comprehensive income, with onljidend income generally recognized in profit

or loss.
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2)

3)

4)

5)

As for financial liabilities, the main changes imetclassification and measurement relate to the
subsequent measurement of financial liabilitiesgieged as at fair value through profit or loss.
The amount of change in the fair value of suchrfaia liability attributable to changes in the dted
risk of that liability is presented in other comipeasive income and the remaining amount of
change in the fair value of that liability is prased in profit or loss, unless the recognition tod t
effects of changes in the liability's credit rigk other comprehensive income would create or
enlarge an accounting mismatch in profit or los€hanges in fair value attributable to a financial
liability's credit risk are not subsequently resified to profit or loss. If the above accounting
treatment would create or enlarge an accountingnatish in profit or loss, the Company presents
all gains or losses on that liability in profit loss.

New and revised standards on consolidationt griangement, and associates and disclosure
a) IFRS 10 “Consolidated Financial Statements”

IFRS 10 replaces IAS 27 “Consolidated and SepaFatancial Statements” and SIC 12

“Consolidation - Special Purpose Entities”. Thenany considers whether it has control
over other entities for consolidation. The Comphgag control over an investee if and only if

it has i) power over the investee; ii) exposuresigits, to variable returns from its involvement

with the investee and iii) the ability to use itsner over the investee to affect the amount of its
returns. Additional guidance has been includetFRS 10 to explain when an investor has
control over an investee.

b) IFRS 12 “Disclosure of Interests in Other Eesti

IFRS 12 is a new disclosure standard and is afijidicto entities that have interests in
subsidiaries, joint arrangements, associates acdngolidated structured entities. In general,
the disclosure requirements in IFRS 12 are morensxte than in the current standards.

IFRS 13 “Fair Value Measurement”

IFRS 13 establishes a single source of guidanctaiovalue measurements. It defines fair value,
establishes a framework for measuring fair valued aequires disclosures about fair value

measurements. The disclosure requirements in [ER&e more extensive than those required in
the current standards. For example, quantitatimd gqualitative disclosures based on the
three-level fair value hierarchy currently requifedfinancial instruments only will be extended by

IFRS 13 to cover all assets and liabilities withiénscope.

Amendment to IAS 1 “Presentation of Items of @tGomprehensive Income”

The amendment to IAS 1 requires items of other cefmgnsive income to be grouped into those
that (1) will not be reclassified subsequently tofp or loss; and (2) will be reclassified
subsequently to profit or loss when specific cdndi are met. Income taxes on related items of
other comprehensive income are grouped on the sasie. Under current IAS 1, there were no
such requirements.

Revision to IAS 19 “Employee Benefits”

Revised IAS 19 requires the recognition of charigedefined benefit obligations and in the fair
value of plan assets when they occur, and hengenglie the “corridor approach” permitted under
current IAS 19 and accelerate the recognition ot g@rvice costs. The revision requires all
actuarial gains and losses to be recognized imredgighrough other comprehensive income in
order for the net pension asset or liability tdeetf the full value of the plan deficit or surplus.
Furthermore, the interest cost and expected retuplan assets used in current IAS 19 are replaced
with a “net interest” amount, which is calculategl dpplying the discount rate to the net defined
benefit liability or asset.
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6) Amendment to IAS 36 “Recoverable Amount Disctesufor Non-Financial Assets”

In issuing IFRS 13 “Fair Value Measurement”, théeSB\made consequential amendment to the
disclosure requirements in IAS 36 “Impairment obAs”, introducing a requirement to disclose in
every reporting period the recoverable amount ofaaset or each cash-generating unit. The
amendment clarifies that such disclosure of reader amounts is required only when an
impairment loss has been recognized or reversadgdtire period. Furthermore, the Company is
required to disclose the discount rate used in oreaents of the recoverable amount based on fair
value less costs of disposal measured using anirealele technique.

c. The impact of the application of New IFRSs isuis but not yet effective on the Company’s
consolidated financial statements is as follows:

As of the date the consolidated financial statesiemtre approved and authorized for issue, the
Company was continually assessing the possibledtripat the application of the above New IFRSs
will have on the Company's financial position amaicial performance, and will disclose the relévan

impact when the assessment is complete.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Under Rule No. 0980027134 issued by the FSC, é&ffee@013, companies with shares listed on the
Taiwan Stock Exchange or traded on the Taiwan Gr8&eurities Market or Emerging Stock Market and
financial institutions supervised by the FSC shaquriebare their financial statements in accordante tive
IFRSs endorsed by the FSC as well as related gueddranslated by the Accounting Research
Development Foundation (ARDF) and issued by the.FSC

The Company’s consolidated financial statementdtferyear ended December 31, 2013 is its first IFRS
consolidated financial statements. The date ofitian to IFRSs was January 1, 2012. Refer teMNG6t
for the impact of IFRS conversion on the Compaiegssolidated financial statements.

Statement of Compliance

The consolidated financial statements have bequaped in accordance with the Guidelines Goverrineg t
Preparation of Financial Reports by Public Banksjdélines Governing the Preparation of Financial
Reports by Securities Firms and the IFRSs as eeddrng the FSC.

Basis of Preparation

The consolidated financial statements have begpaped on the historical cost basis except for firan
instruments that are measured at fair values. oHistl cost is generally based on the fair valughef
consideration given in exchange for assets.

The opening consolidated balance sheets as ofatieeod transition to IFRSs were prepared in accuwda
with IFRS 1 “First-time Adoption of Internationalrfancial Reporting Standards”. The applicable IERS
have been applied retrospectively by the Compamgemxfor some aspects where IFRS 1 prohibits
retrospective application or grants optional exeomst to this general principle. For the exemptitret
the Company elected, refer to Note 50.

Basis of Consolidation

The consolidated financial statements incorpotagefinancial statements of the Bank and UCB, aityent
controlled by the Bank.
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Income and expenses of subsidiaries acquired quosksl of during the period are included in the
consolidated statements of comprehensive inconme fhe effective date of acquisition up to the dffex
date of disposal, as appropriate.

The accounting policies of the Bank and subsidéaai® consistent.

All significant intercompany transactions and baksihave been eliminated for consolidation purposes

The Bank’s financial statements include the accowftthe Head Office, OBU, and all branches. All
intra-bank transactions and balances have beematieal.

Attribution of total comprehensive income to nomtolling interests

Total comprehensive income of subsidiaries is kaited to the owners of the Bank and to the
non-controlling interests even if this results lire non-controlling interests having a deficit baan For
more information on the consolidated entities, gdeefer to Table 1 (attached).

Foreign-currency Transactions

The Bank records foreign-currency transactions lie trespective currencies in which these are
denominated. Every month-end, foreign currencyinme and expenses are translated into New Taiwan
dollars at the prevailing exchange rates. At mamttl, monetary assets and liabilities denominated i
foreign currencies are reported using the prew@ilexchange rates, and exchange differences are
recognized in profit or loss. Nonmonetary assetsl@bilities measured at fair value are translatsing

the prevailing exchange rates at month-end. Ta#insl differences on nonmonetary assets and ligsili
measured at fair value are recognized in profilass, except for translation difference arisingniro
nonmonetary items of which the change in fair valissrecognized in other comprehensive income, in
which case, the translation differences are alsmgmized directly in other comprehensive income.
Nonmonetary assets and liabilities that are clizsk#is carried at cost are recognized at the egeheate

on the transaction date.

In preparing the consolidated financial stateméiotgign operations’ financial statements are tiated at
the following rates: Assets and liabilities - fhevailing exchange rates on the balance sheet aiate
income and expenses - at the average exchang®rdte period. Translation difference net of ime
tax is recorded as “other comprehensive income”awdimulated in equity, and is attributed to theew
of the Company and non-controlling interests.

Current and Noncurrent Assets and Liabilities

The consolidated financial statements, howevernaloshow the classification of current or noncurren
assets/liabilities because the banking industrypaats for the major parts of the consolidated astou
Thus, accounts in the consolidated financial statemare instead categorized by nature and seqliégyce
their liquidity.

Cash and Cash Equivalents

In the consolidated balance sheet, cash and casvatnts comprise cash on hand and demand deposits
together with short-term, highly liquid investmettsit are readily convertible to a known amountadh

and are subject to an insignificant risk of chanigegalue. In the consolidated statement of cémhd,
cash and cash equivalents comprise cash and caslalegts defined in the consolidated balance sheet
due from the central bank, call loans to other lsaankd securities purchased under resell agreertieits
correspond to the definition of cash and cash edemis in IAS 7 - “Cash Flow Statements,” as enetbrs
by the FSC.
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Financial Instruments

Financial assets and financial liabilities are mgiped when the Company becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities areiafiy measured at fair value. Transaction costt tire
directly attributable to the acquisition or issuk fimancial assets and financial liabilities (othéran
financial assets and financial liabilities at faalue through profit or loss) are added to or destlidrom
the fair value of the financial assets or finandialbilities, as appropriate, on initial recognitio
Transaction costs directly attributable to the asitjan of financial assets or financial liabilifieat fair
value through profit or loss are recognized immigdlyan profit or loss.

Financial assets

All regular way purchases or sales of financiak&sare recognized and derecognized on a tradéasite

a. Measurement category

Financial assets are classified into the followgalegories: Financial assets at fair value through
profit or loss (FVTPL), available-for-sale (AFShéincial assets, held-to-maturity financial assats a
loans and receivables. The classification dependfe nature and purpose of the financial assets a
is determined at the time of initial recognition.

1) Financial assets at FVTPL

Financial assets are classified as at FVTPL whenfittancial asset is either held for trading or
designated as at FVTPL.

A financial asset is classified as designated &/aPL upon initial recognition if:

e Such designation eliminates or significantly reskica measurement or recognition
inconsistency that would otherwise arise; or

* The financial asset forms part of a group of friahassets or financial liabilities or both, which
is managed and its performance is evaluated onravddue basis, in accordance with the
Company's documented risk management or investstesiiegy, and information about the
grouping is provided internally on that basis.

Additionally, the contract contains one or more edded derivatives so that the entire hybrid
contract can be designated as financial asset¢TeRIE

Financial assets at FVTPL are stated at fair valéh any gains or losses arising on
remeasurement recognized in profit or loss. Thiegaén or loss recognized in profit or loss
incorporates any dividend or interest earned orittacial asset. Fair value is determined in the
manner described in Note 40.

2) Available-for-sale (AFS) financial assets

AFS financial assets are nonderivatives that dheedesignated as AFS or are not classified as (a)
loans and receivables, (b) held-to-maturity finah@ssets or (c) financial assets at fair value
through profit or loss.

AFS financial assets are stated at fair value e éalance sheet date. Fair value is determined in
the manner described in Note 40.

-14 -



Changes in the carrying amount of AFS monetarynfitedl assets relating to changes in foreign
currency rates, interest income calculated usiegeffective interest method and dividends on AFS
equity investments are recognized in profit or los®ther changes in the carrying amount of AFS
financial assets are recognized in other comprefemscome and will be reclassified to profit or
loss when the investment is disposed or is deteranio be impaired.

Cash dividends on AFS equity instruments are rezegnin profit or loss when the Company’s
right to receive the dividends is established. clstdividends are recorded as an increase in the
number of shares held and do not affect investrimeoime. The cost per share is recalculated on
the basis of the new number of investee’s shares he

AFS financial assets that do not have a quoted ebgrice in an active market and have a fair
value that cannot be reliably measured and deviesitthat are linked to and must be settled by
delivery of such unquoted equity investments arasueed at cost less any identified impairment
losses at the balance sheet date and are recogniaeskparate line item as financial assets chrrie
at cost. These financial assets are measurediravdtes if the fair values can be reliably

measured subsequently. The difference betweegimgramount and fair value is recognized in

profit or loss or other comprehensive income. Wilan AFS financial asset is considered
impaired, the losses are recognized to profit 8s.l0

3) Held-to-maturity financial assets

Held-to-maturity financial assets are nonderivatfireancial assets with fixed or determinable
payments and fixed maturity dates that the Comgeasythe positive intent and ability to hold to
maturity.  After initial recognition, held-to-maity financial assets are measured at amortized cost
using the effective interest method less any inmpeuirt.

4) Loans and receivables

Loans and receivables are nonderivative finandae® with fixed or determinable payments that
are not quoted in an active market. Loans andvagkes (including cash and cash equivalents,
due from the central bank and call loans to otlaekb, receivables, debt instruments with no active
markets) are measured at amortized cost usingfintiee interest method less any impairment.

Impairment of financial assets

Except for financial assets at fair value througlbofip or loss, financial assets are assessed for
impairment at the end of each reporting period aodsidered impaired when there is objective
evidence that, as a result of one or more evemtsatcurred after the initial recognition of fingadc
assets, the estimated future cash flows of thet dsee been affected. Objective evidence of
impairment could include:

e Significant financial difficulty of the asset issuand debtor;
e The financial assets becoming overdue;
e Probability that the debtor will enter into banfitcy or undergo financial reorganization.

Amortized cost of the presentation of financialeass(loans and receivables) that are individually
assessed had no objective evidence of impairmenfuather assessed collectively for impairment.
Objective evidence of impairment of a portfolio @&ceivables could include the Company’'s past
difficulty in collecting payments and an increasethe number of delayed payments, as well as
observable changes in national or local economiditions that correlate with defaults on financial

assets.
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For financial assets carried at amortized cost,aim@unt of the impairment loss recognized is the
difference between the asset's carrying amountthadpresent value of estimated future cash flows
with consideration to the collaterals and guaramtdiscounted at the financial asset’s originatatffe
interest rate.

For financial assets measured at amortized coteifmpairment loss decreases and the decrease can
be related objectively to an event occurring aftez impairment was recognized, the previously
recognized impairment loss is reversed throughitpoofloss to the extent that the carrying amount o
the investment at the date the impairment is rextdoes not exceed what the amortized cost would
have been had the impairment not been recognized.

For AFS equity instruments, a significant or prajed decline in the fair value of the security beltsv
cost is considered to be objective evidence of impnt.

When an AFS financial asset is considered impairathulative gains or losses previously recognized
in other comprehensive income are reclassifiedafitpor loss.

For AFS equity instruments, impairment losses feslly recognized in profit or loss are not reversed
through profit or loss. Any increase in fair valsigbsequent to an impairment loss is recognized in
other comprehensive income. For AFS debt instrasp@mpairment losses are subsequently reversed
through profit or loss if an increase in the faaue of the investment can be objectively relatedrt
event occurring after the recognition of the impeant loss.

For financial assets that are carried at costjritpairment loss is measured as the difference lestwe
the asset’s carrying amount and the present vdltleeocestimated future cash flows discounted at the
current market rate of return for a similar finad@sset. This impairment loss will not be reverise
subsequent periods.

Impairment loss on financial asset is recognizedduolucing its carrying amount through the use of an
allowance account. When financial assets are dereil uncollectible, they are written off agais t
allowance account. Recoveries of amounts prewousitten off are credited to the allowance
account. Changes in the carrying amount of trnalhce account are recognized in profit and loss.

Under FSC guidelines, the Bank should classify icr@gsets as sound credit assets or unsound credit
assets, with the unsound assets further categoaizegpecial mention, substandard, with collectsgbili
highly doubtful and uncollectible, on the basis tbé customers’ financial position, valuation of
collaterals and the length of time the principgagments or interest payments have become overdue.

The Bank made 100%, 50%, 10%, 2% and 0.5% prodsfon credits deemed uncollectible, with
collectability highly doubtful, substandard, spécigention and sound credit assets (excluding assets
that represent claims against an ROC governmemicgyjaespectively, as minimum provisions.

Credits deemed uncollectible may be written othé write-off is approved by the board of directors
Derecognition of financial assets

The Company derecognizes a financial asset onlywhee contractual rights to the cash flows from the
asset expire, or when it transfers the financi@etsind substantially all the risks and rewards of
ownership of the asset to another party. If then@any retains substantially all the risks and relwar
of ownership of a transferred financial asset, @mnpany continues to recognize the financial asset
and also recognizes a collateralized borrowingdtierproceeds received.

On derecognition of a financial asset in its etjiréhe difference between the asset’s carryinguarno

and the sum of the consideration received, recivabd the cumulative gain or loss that had been
recognized in other comprehensive income and aclawiealin equity is recognized in profit or loss.
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If the transferred asset is part of a larger fim@nasset and the part transferred qualifies for
derecognition in its entirety, the previous cargyamount of the larger financial asset shall becalied
between the part that continues to be recognizddhanpart that is derecognized, based on thewelat
fair values of those parts on the date of the feans The difference between the carrying amount
allocated to the part derecognized and the surheotonsideration received for the part derecognized
and any cumulative gain or loss allocated to it Had been recognized in other comprehensive income
is recognized in profit or loss. A cumulative gain loss that had been recognized in other
comprehensive income is allocated between thetlpairicontinues to be recognized and the part $hat i
no longer recognized on the basis of the relatievilues of those parts.

Equity instruments

The Company classifies the debt and equity instnisissued either as financial liabilities or asiggin
accordance with the substance of the contractuakagents and the definitions of a financial liabibr an
equity instrument.

An equity instrument is any contract that evidenaesesidual interest in the assets of an entitgraft
deducting all its liabilities. Equity instrumenissued by the Company are recognized at the preceed
received, net of direct issue costs.

Repurchase of the Company's own equity instrumsmscognized and deducted directly in equity. No
gain or loss is recognized in profit or loss on plechase, sale, issue or cancellation of the Cag'pawn
equity instruments.

Financial liabilities

a. Subsequent measurement

Except for the cases stated below, all financibilities are measured at amortized cost using the
effective interest method:

1) Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPLewhthe financial liability is either held for tragj
or designated as at FVTPL.

A financial liability is classified as designatesia FVTPL upon initial recognition if:

e Such designation eliminates or significantly rezkica measurement or recognition
inconsistency that would otherwise arise; or

e The financial liability forms part of a group ahéncial assets or financial liabilities or both,
which is managed and its performance is evaluated fair value basis, in accordance with the
Company’s documented risk management or investrsigategy, and information about the
grouping is provided internally on that basis.

Additionally, the contract contains one or more edded derivatives so that the entire hybrid
contract can be designated as financial liabiligeBVTPL.

Financial liabilities at FVTPL are stated at faialwe, with any gains or losses arising on
remeasurement recognized in profit or loss. Thiegaén or loss recognized in profit or loss
incorporates any interest paid on the financiddiliig. Fair value is determined in the manner
described in Note 40.
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2) Financial guarantee contracts

Financial guarantee contracts issued by the Compaaynot designated as at FVTPL and are
subsequently measured at the higher of (a) the aimauthe obligation under the contract, as
determined in accordance with IAS 37 “Provisionsntingent Liabilities and Contingent Assets”;
or (b) the amount initially recognized less, whappropriate, cumulative amortization recognized
in accordance with revenue recognition policies.

b. Derecognition of financial liabilities

The Company derecognizes financial liabilities onlyen the Company's obligations are discharged or
cancelled or expired. The difference between therymmg amount of the financial liability
derecognized and the consideration paid, including non-cash assets transferred or liabilities
assumed, is recognized in profit or loss.

Derivatives

Derivatives are initially recognized at fair valaethe date the derivative contracts are entertedaind are
subsequently remeasured to their fair value atbikance sheet date. The resulting gain or loss is
recognized in profit or loss immediately. If thairf value of a derivative is a positive number, the
derivative is recognized as an asset and if tlievédiie is a negative number, the derivative isgezed as

a liability.

Derivatives embedded in nonderivative host cordract treated as separate derivatives when thetytheee
definition of a derivative, their risks and chamddtics are not closely related to those of th&t kbontracts
and the contracts are not measured at FVTPL.

Overdue Loans

Under FSC guidelines, the Bank classifies loansahdr credits (including accrued interest) that ghue
for at least six months as overdue loans.

Overdue loans (except other credits) are class#gediscounts and loans, and the remaining areifotab
as other financial assets.

Securities Purchased/Sold Under Resell/Repurchasegyfeements

Securities purchased under resell agreements andtges sold under repurchase agreements areajgner
treated as collateralized financing transactioniaterest earned on resell agreements or interestried on
repurchase agreements is recognized as interestuewr interest expense over the life of eacheageat.

Investment Properties

Investment properties are properties owned spatiifitco generate profit through rental income and/o
capital gains. Land for which the future purpodeuse has not been decided is classified under
investment properties.

Investment properties are initially recognized aistc(including transaction cost) and subsequently
measured at cost less accumulated depreciationaaadmulated impairment losses. The Company
calculates depreciation by the straight-line method

Any gain or loss recognized on derecognition of itheestment property is the difference betweennbie

disposal proceeds and the carrying amount of teetamnd is included in profit or loss in the perind
which the investment property is derecognized.
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Properties and Equipment

Properties and equipment are initially recognizédcast and subsequently measured at costs less
accumulated depreciation and accumulated impairfossés.

Land for self-use is not depreciated. Depreciat®mecognized using the straight-line method. hEac
significant part is depreciated separately. Thamesed useful lives, residual values and depregiat
method are reviewed at the end of each reportingpghewith the effect of any changes in estimate
accounted for on a prospective basis.

Any gain or loss recognized on the disposal oreetent of an item of property and equipment is the
difference between the sales proceeds and theirmguaynount of the asset and is included in profitoss
in the period in which the asset is derecognized.

Leasing

The Company as a lessor

Rental income from operating leases is recogniretevenues over the lease periods on a straight-lin
basis. Contingent rents arising under operatiagds are recognized as income in the period inhwhic
they are incurred.

Lease incentives offered in the operating lease raoegnized as an asset. The aggregate cost of
incentives is recognized as a reduction of rent@me on a straight-line basis over the lease term.

The Company as a lessee

Lease payments under an operating lease are expemsa straight-line basis over the lease period.
Under operating lease, contingent rentals are rézed as expenses at current period.

Lease incentives received in the operating lease=sezognized as a liability. The aggregate beréfi
incentives is recognized as a reduction of rengpérse on a straight-line basis.

Goodwill

Goodwill (part of intangible assets) from businegsnbination is recorded at acquisition cost and
subsequently measured at cost less accumulatedt e

For impairment test purposes, goodwill is allocatee@ach cash-generating unit (CGU) that benefits f
the synergy of a business combination.

In testing assets for impairment, the Company coegpdhe carrying amounts of operating segments
(CGUs with allocated goodwill) to their recoveraldenounts on a yearly basis (or when impairment
indicators exist). CGUs with allocated goodwillised from the current year should be tested for
impairment before the end of the year. When tloewerable amount of CGUs is below the carrying
amount, an impairment loss should be recognizegdoce first the carrying amount of goodwill of the
CGU and then the carrying amounts of other asdetseoCGU proportionately. Any impairment loss
should be directly recognized as loss in the ctipeniod, and subsequent reversal of impairmert igs
not allowed.

On disposal of the relevant cash-generating uhé, @mount attributable to goodwill is included et
determination of the gain or loss on disposal.
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Intangible Assets Other Than Goodwill

Separate acquisition

Intangible assets with finite useful lives that aeguired separately are initially measured at emst
subsequently measured at cost less accumulatedtization and accumulated impairment losses.
Amortization is recognized on a straight-line basiat year-end, the Company examines its estimattes
the asset useful lives, residual values and anadidiz method with the effect of any changes inneste
accounted for on a prospective basis. Unless timep@ny expects to dispose of an intangible asfetée
the end of its useful life, the residual value ofiatangible asset with limited useful life is estited to be
zero.

Acquisition as part of a business combination

Intangible asset acquired through business conibmat measured at its fair value on the acquisitate,
and is recognized separately from goodwill. Thised is subsequently measured at cost less acdedhula
amortization and accumulated impairment loss.

Derecognition

Gains or losses recognized on derecognition oh&mgible asset is the difference between theinpbsal
proceeds and the carrying amount of the assetamtluded in profit or loss in the period in whitife
asset is derecognized.

Impairment of Tangible and Intangible Assets OtherThan Goodwill

At the balance sheet date, the Company reviewsdahging amounts of its tangible and intangibleetss
(except goodwill) for any indication of impairmeluss. If any such indication exists, the recovkrab
amount of the asset is estimated to determine xheneof the impairment loss. Corporate assets are
allocated to the individual cash-generating unitsaoreasonable and consistent basis of allocatidhe
recoverable amount is the higher of fair value tdkng costs or value in use.

If the recoverable amount of an asset or cash-géngrunit is estimated to be less than its cagyin
amount, the carrying amount is reduced to its rem@ve amount. If asset impairment loss revetbes,
increase in the carrying amount resulting from reakis credited to earnings. However, loss ralers
should not be more than the carrying amount (nelepfeciation or amortization) had the impairmessl|
not been recognized.

Foreclosed Collaterals

Foreclosed collaterals (part of other assets)egerded at the fair value on recognition and reetrat the
lower of cost or net fair value as of the balanbee$ date. Net fair value falling below book value
indicates impairment, and impairment loss shouldréeognized. If the net fair value recovers, the
recovery of impairment loss is recognized as galor foreclosed collaterals that should have been
disposed of in the statutory term, unless the digpperiod is prolonged, an additional provisionl@sses
should be made and impairment loss should be rézedjras required under a FSC directive.

Provisions
Provision is the best estimate of the consideratiguired to settle a present obligation at tharzd sheet
date, taking into account the risks and uncertsntin the obligation. When a provision is measusaag

the cash flows estimated to settle the presengatodin, its carrying amount is the present valu¢hoke
cash flows (when the effect of the time value ohewis material).
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When some or all the economic benefits requiresketde a provision are expected to be recoverad &o
third party, a receivable is recognized as an akgas virtually certain that the settlement anmb will be
received and the amount of the receivable can lzsuned reliably.

Recognition of Revenue

Interest revenue on loans is recorded on an acbask. Under the guidance of the FSC, no interest
revenue is recognized on loans that are classifsedverdue loans. The interest revenue on thass e
recognized upon collection of the loans and credits

Service fees are recognized when a major parteoé#innings process is completed and cash is callect
Dividend income from investments is recognized wtienstockholder's right to receive payment has bee
established (provided that it is probable that ¢ékenomic benefits will flow to the Company and the
amount of income can be measured reliably).

The points earned by customers under loyalty progage treated as multiple-element arrangements, in
which consideration is allocated to the goods ovises and the award credits based on fair valteuth

the eyes of the customer. The consideration isetagnized in earnings at the original sales tetiens

but at the time when the points are redeemed an@admpany’s obligation is fulfilled.

Employee Benefits

Short-term employee benefits

Short-term and non-discounted employee benefitsrezegnized as expenses in the current period as
services are rendered.

Post-employment benefits

For the defined contribution plan, the Company gmizes pension costs based on the Company’s
contributions to the employees’ individual pensameounts during the employees’ service periods.

For the defined benefit plan, the Company recognigension costs based on actuarial calculations.
Actuarial gains and losses under the defined bepkfn should be immediately recognized under other
comprehensive income. When the benefits are vagied the amendments to the defined benefit plan,
the Company should recognize the prior service @wsixpense immediately. The benefits that argetot
vested are amortized on a straight-line basis ggaeér the non-vested periods.

Accrued pension liability is the present value efied benefit obligation plus unrecognized priervice

cost adjustment and less the fair value of plartass The amount of assets resulting from thisutafion

should not exceed the present value of accumulatestognized prior service cost plus availablerré$u
and less reductions in future contributions togita.

Gains or losses resulting from curtailments oresgients of the defined benefit plan are recognizbdn
the curtailment or settlement occurs.

Preferential interest deposits for employees

The preferential interest deposit for entitled emgpes is for deposits within a certain amount. The
preferential rates for employees’ deposits in exaésnarket rate should be treated as employedibene
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Share-based Payment

The Company’s employees subscribed for the resafraces of E.SUN Financial Holding Company, Ltd.,
(ESFHC) in accordance with the Financial Holdingrpany Act, and the Company recognized the fair
value of the stock options under salary expensdauader capital surplus for share-based paymeti@n
grant date, i.e., the date when the Company anenifsloyees made an agreement for the employees to
subscribe for ESFHC's shares.

Taxation

Income tax expense is the sum of tax currentlydeidrred income tax.

Current income tax

Income tax at a rate of 10% of unappropriated egmis expensed in the year when the stockholders
resolve to retain the earnings.

Adjustments of prior years’ tax liabilities are addo or deducted from the current year’s tax [siow.

Deferred income tax

Deferred tax is recognized on temporary differertmetsveen the carrying amounts of assets and liakili
in the consolidated financial statements and thmeesponding tax bases used in the computationxabta
profit.

Deferred tax liabilities are generally recognizeddill taxable temporary differences. Deferreddagets
are generally recognized for all deductible tempodifferences to the extent that it is probablzt tlaxable
profits will be available against which those dethle temporary differences can be utilized. Such
deferred tax assets and liabilities are not reaghif the temporary difference arises from goodwiil
from the initial recognition (other than in a buesés combination) of other assets and liabilitiesain
transaction that affects neither the taxable praitthe accounting profit.

Deferred tax liabilities are recognized for taxabdenporary differences associated with investméants
subsidiaries and associates, and interests inyeintures, except where the Company is able taaaiie
reversal of the temporary difference and it is pitab that the temporary difference will not reverséhe
foreseeable future. Deferred tax assets arisog fteductible temporary differences associated svitth
investments and interests are only recognizeddceitent that it is probable that there will befisignt
taxable profits against which to utilize the betsebf the temporary differences and they are expetd
reverse in the foreseeable future.

The carrying amount of deferred tax assets is weeeach balance sheet date and reduced to tha exte
that it is no longer probable that sufficient tabeaprofits will be available to allow all or part the asset to

be recovered. A previously unrecognized deferasdassset is also reviewed each balance sheet mte a
recognized to the to the extent that it has begarabable that future taxable profit will allow theferred

tax asset to be recovered.

Deferred tax liabilities and assets are measurdbeatax rates that are expected to apply in thmgén
which the liability is settled or the asset readizBased on tax rates (and tax laws) that have émscted or
substantively enacted by the end of the reportergpd. The measurement of deferred tax liabilitied
assets reflects the tax consequences based oratireenin which the Company expects, at the entieof t
reporting period, to recover or settle the carnangpunt of its assets and liabilities.
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Current and deferred tax for the year

Current and deferred taxes are recognized in poofitoss, except when they relate to items that are
recognized in other comprehensive income or dientequity, in which case, the current and defibtex

are also recognized in other comprehensive incantirectly in equity, respectively. Where curreéat

or deferred taxes arises from the initial accounfor a business combination, the tax effect isuithed in

the accounting for the business combination.

ESFHC and subsidiaries elected to file consolidasedreturns for periods starting in 2003. However
since the Bank applied the accounting treatmentiomed in the preceding paragraph to income tay, an
distribution of cash payments and receipts amoegctinsolidated group members is recorded as current
tax assets or current tax liabilities.

Business Combination

Acquisitions of businesses are accounted for ugirgacquisition method. Acquisition-related caamts
generally recognized as expenses as incurred.

Goodwill is measured as the excess of the sum efctimsideration transferred, the amount of any
non-controlling interests in the acquiree, andftievalue of the acquirer's previously held equitierest

in the acquiree (if any) over the net of the adtjois-date amounts of the identifiable assets aeguand
the liabilities assumed.

Non-controlling interests are initially measuredher at fair value or at the non-controlling inte
proportionate share of the fair value of the acepig identifiable net assets. The choice of memsent
basis is made on a transaction-by-transaction basis

If the initial accounting for a business combinatis incomplete by the end of the reporting period
which the combination occurs, the Company reportsvipional amounts for the items for which the
accounting is incomplete. Those provisional ame@ané adjusted retrospectively during the measureme
period, or additional assets or liabilities areogrized, to reflect new information obtained abiacts and
circumstances that existed as of the acquisitide tlaat, if known, would have affected the amounts
recognized as of that date.

. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES O F ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting giel, which are described in Note 4, the Company's
management is required to make judgments, estinmtdsassumptions about the carrying amounts of
assets and liabilities that are not readily apdafesm other sources. The estimates and associated
assumptions are based on historical experienceotiret factors that are considered relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are redeam an ongoing basis. Revisions to accounting
estimates are recognized in the period in whichesimate is revised if the revision affects ortigtt
period, or in the period of the revision and futperiods if the revision affects both current anturfe
periods.

Unless stated in other notes, the following are thidical judgments, assumptions and estimation
uncertainty that the Company’s management has mmadidne process of applying the Company’'s
accounting policies and that have the most sigmifi@ffect on the amounts recognized in the codatad
financial statements:
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a.

Impairment losses on loans

The Company monthly assesses loans collectivelyhemMdetermining whether an impairment loss

should be recognized, the Company mainly seeksliservable evidence that indicates impairment.

Objective evidence of impairment of a portfoliolodns and receivables could include the Company’s
past difficulty in collecting payments and an irase in the number of delayed payments, as well as
observable changes in national or local economnditions that correlate with defaults on loans and

receivables. The management uses past loss experien assets that have similar credit risk

characteristics to estimate the expected futurbd flasvs. The Company reviews the methods and

assumptions of cash flow estimation regularly imiglate the difference between expected and actual
loss.

Fair values of financial instruments

Fair values of financial instruments in an inactim@arket or with no quoted market prices are
determined by valuation techniques. Under theseuwmistances, fair values are derived from
observable market data of other similar financgdeds. When there are no observable inputs in the
market, the fair values of financial instruments astimated by making appropriate assumptions. The
Company applies appropriate valuation models terdghe the fair values of financial instruments
subjective to valuation techniques. All models fine-tuned to ensure the valuation results fairly
reflect actual market information and prices. Tmmpany’'s management believes that the chosen
valuation technigues and assumptions used are @t in determining the fair value of financial
instruments.

For the fair value determination of financial instrents, refer to Note 40 to the consolidated fir@nc
statements.

Income tax

The Company is required to make substantive estsnahen calculating income tax. The final tax
assessment is based on considerable transactidnsaboulations.  When the final tax amount differs
from the amount on original recognition, the diffiece affects the recognition of both current and
deferred income tax. The realizability of defertad assets mainly depends on the future profitgbil
and any other taxable temporary differences. tuacprofit is less than expected, a significant
reversal of deferred tax assets may be incurrediaarincome tax expense should be recognized to the
extent of the reversal.

Employee benefits

The calculation of the present value of post-empiegt benefits is based on the actuarial resultthase
on several assumptions. Any change in these asmumspmay affect the carrying amount of
post-employment benefits.

One of the assumptions used for determining thepaasion costs (revenues) is discount rate. The
Company determines appropriate discount ratesatrid of each year and estimates the present values
of future cash outflows resulting from fulfillindn¢ post-employment obligation by the discount rates
To better determine the discount rates, the Compa®s into account the interest rates of highitual
corporate bonds or government bonds, with currenitie same as those of post-employment benefit
payments, and with durations that match thoseettresponding pension liabilities.

Other significant assumptions for post-employmesntdfits are subject to current market condition.
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e. Impairment of goodwill

The assessment of impairment of goodwill requifes €Company to estimate the value in use of the
cash-generating units (CGUs) to which goodwill haen allocated. For calculating the value in use,
management is required to estimate the future flasls expected to arise from each CGU and the
discount rate to be used in calculating presenieval If the actual cash flow falls below expectatio
an impairment loss might be incurred.

f. Impairment assessment on available-for-saletgdustruments
Objective evidences of the impairment of an aviealdbr-sale equity instruments include the fairuel
of that investment falling significantly or constigrbelow the cost. Subjective judgments are negli
when assessing the impairment. The Company’s nesmeugt considers past market fluctuation,
historical prices of the investment and other fexctihat affect the performance of the industries to
which the investees belong to make subjective jiegm

6. CASH AND CASH EQUIVALENTS

December 31, December 31,

2013 2012 January 1, 2012
Cash on hand $ 9,873,477 $ 7,205,793 $ 6,093,294
Checks for clearing 2,829,534 10,608,961 9,408,051
Due from banks 8,614,387 5,240,173 4,430,092
Cash in transit 146 13,200 -

$ 21317544 $ 23,068,127 $ 19,931,437
Reconciliations of cash and cash equivalents betwiee consolidated statements of cash flows and the
consolidated balance sheets as of January 1, 2@1&ated below. Reconciliations as of December 31
2013 and 2012 are shown in the consolidated staitsnoé cash flows.

January 1, 2012

Cash and cash equivalents, ending balance in tieolidated balance sheets $ 19,931,437
Due from the Central Bank and call loans to otras in accordance with cash and

cash equivalents under IAS 7 3,824,240
Securities purchased under resell agreements ordartce with cash and cash

equivalents under IAS 7 29,789

Cash and cash equivalents, ending balance in theolidated statements of cash flows $ 23,785,466

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

December 31, December 31,

2013 2012 January 1, 2012
Deposit reserves - account A $ 19,367,649 $ 17,222,273 $ 13,492,185
Deposit reserves - account B 29,814,621 26,735,726 26,089,659
Reserves for deposits - foreign currency deposits 163,834 130,680 99,917
Deposit in the Central Bank - deposits of
government agencies 17,164 14,392 4,544
(Continued)
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December 31, December 31,

2013 2012 January 1, 2012
Call loans to banks $ 5,010,200 $ 8,723,086 $ 3,824,240
Due from the Central Bank - other 3,534,339 3,029,806 1,505,871
$ 57,907,807 $ 55,855,963 $ 45,016,416

(Concluded)

As required by law, the deposit reserves are catledl by applying the prescribed rates to the aeerag
monthly balances of various types of deposit actsounThe 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 a 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 d&po
of government agencies in the Central Bank of tlpuRlic of China, and the amount is subject to
withdrawal restrictions.

. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

December 31, December 31,

2013 2012 January 1, 2012
Held-for-trading financial assets
Negotiable certificates of deposits $ 206,670,546 $ - $ -
Commercial paper 19,489,481 21,665,075 12,390,025
Treasury bills 6,587,772 - 796,178
Currency option contracts 4,277,122 1,490,321 977,597
Bank debentures 1,555,685 56,958 88,830
Interest rate swap contracts 783,248 1,390,052 2,199,546
Overseas bonds 612,671 806,618 732,628
Currency swap contracts 766,495 634,191 604,888
Forward contracts 281,219 663,434 82,884
Beneficial certificates 150,269 40,850 1,087,318
Government bonds 202,121 158,739 -
Listed stocks - domestic 135,912 159,029 138,471
Futures exchange margins 73,532 39,473 86,080
Commodity option contracts 16,028 19,073 15,283
Non-deliverable forward contracts 37,626 46,083 141,918
Metal commodity swap contracts 7,073 15,463 78,989
Foreign-currency margin contracts 30,248 11,793 17,437
Forward commodity contracts 5,585 6,441 9,328
Convertible corporate bonds - 19,700 19,500
Credit default swap contracts - 9,278 35,922
Cross-currency swap contracts - 119 157,496
241,682,633 27,232,690 19,660,318
(Continued)
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December 31, December 31,

2013 2012 January 1, 2012

Financial assets designated as at fair value
through profit or loss

Bank debentures $ 20,347,718 $ 16,392,542 $ 17,124,860
Corporate bonds 20,839,879 16,179,453 15,063,477
Overseas government bonds 328,264 632,123 389,205
Structured products - 800,694 -
Sold equity securities with interest receivable 8,928 13,076

41,515,861 34,013,740 32,590,618

$ 283,198,494 $ 61,246,430 $ 52,250,936

Held-for-trading financial liabilities

Currency option contracts $ 4,363,097 $ 1,608387 $ 1,134,114
Interest rate swap contracts 702,284 1,450,555 2,300,655
Currency swap contracts 349,321 530,403 322,099
Forward contracts 382,822 400,372 560,450
Non-deliverable forward contracts 11,899 23,245 33,788
Commodity option contracts 16,028 19,072 15,283
Metal commodity swap contracts 5,152 12,190 69,865
Forward commodity contracts 5,585 6,441 9,328
Credit default swap contracts 2,108 5,906 432
Cross-currency swap contracts - 216 157,082
Foreign-currency margin contracts - 109 169
5,838,296 4,056,896 4,603,265
Financial liabilities designated as at fair value
through profit or loss
Structured products - 2,921,861 3,252,437

$ 5838296 $ 6,978,757 $ 7,855,702
(Concluded)

As of December 31, 2013, December 31, 2012 andadparil 2012, some of the securities, which amounted
to $39,954 thousand, $1,231,896 thousand and $3B33housand, respectively, had been sold under
repurchase agreements.

The Company engages in derivative transactions lyjntnaccommodate customers’ needs, manage its
exposure positions and hedge against its exchatgeand interest rate exposures as well as itst crgkdbs

as a bondholder.

The contract (nominal) amounts of derivative tratisas by the Company as of December 31, 2013,
December 31, 2012 and January 1, 2012 were asvillo

December 31, December 31,

2013 2012 January 1, 2012

Currency option contracts $ 635,706,159 $ 309,719,379 $ 182,699,277
Interest rate swap contracts 130,238,793 179,998,466 239,566,385
Currency swap contracts 85,061,289 97,789,550 85,331,327
(Continued)
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December 31, December 31,

2013 2012 January 1, 2012
Forward contracts $ 26,940,232 $ 47,842,580 $ 21,584,566
Credit default swap contracts 238,304 8,791,120 9,321,414
Non-deliverable forward contracts 8,053,047 7,839,471 8,029,941
Commodity option contracts 190,703 823,362 149,271
Metal commodity swap contracts 267,380 900,622 1,510,279
Interest rate futures contracts - 87,120 -
Foreign-currency margin contracts 245,741 331,137 272,650
Forward commodity contracts 224,512 218,874 228,205
Commodity futures contracts 63,825 9,641 -
Cross-currency swap contracts - 31,681 3,193,995
(Concluded)

. SECURITIES PURCHASED UNDER RESELL AGREEMENTS

Securities acquired for $210,863 thousand and 82%ffousand under resell agreements as of December
31, 2012 and January 1, 2012, respectively, witsseguently be sold for $210,988 thousand and $39,83

thousand, respectively.

. RECEIVABLES, NET

December 31, December 31,

2013 2012 January 1, 2012

Receivables on credit cards $ 37,046,146 $ 35,806,522 $ 32,789,829
Accounts receivable factored without recourse 15,451,829 4,199,426 5,598,969
Accrued interest 2,126,018 1,978,666 1,520,585
Acceptances 2,090,015 2,810,014 2,229,997
Accounts receivable 687,502 237,581 207,526
Accrued income 224 77,397 346,863
Receivable on overdue securities - - 304,225
Others 559,182 452,116 314,949
57,960,916 45,561,722 43,312,943

Less: Allowance for possible losses (1,867,536) (1,502,774) (1,419,046)

$ 56,093,380 $ 44,058,948 $ 41,893,897

The allowances for possible losses on receivaldsesaed for impairment as of December 31, 2013,
December 31, 2012 and January 1, 2012, were asviall

December 31, 2013 December 31, 2012 January 1, 2012
Items Receivables AIIovyance for Receivables AIIovyance for Receivables AIIovyance for
Possible Losseq Possible Losseg Possible Losseg
With objective Asi;e;mg;{or individual | ¢ 50453 § 10918 $ 5353 | $ 2153 | $ 307,872| $ 285,323
gvidgnce of Assessment for collective
impairment impairment 1,981,397 700,026 1,847,441 723,018 1,791,952 662,955
WithAno objective Assessment for collective
evidence of ; ) 54,307,160 1,156,592 42,391,629 777,603 40,191,524 470,768
. 8 impairment
impairment
Total 56,309,010 1,867,536 44,244,423 1,502,774 42,291,348 1,419,046
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The changes in allowance for possible losses anenswized below:

For the Year Ended December 31

2013 2012

Balance, January 1 $ 1,502,774 $ 1,419,046
Acquired from business combination 15,382 -

Provision for possible losses 221,026 262,810
Write-offs (441,531) (737,073)
Recovery of written-off receivables 556,740 547,169
Effects of exchange rate changes and other changes 13,145 10,822
Balance, December 31 $ 1,867,536 $ 1,502,774

. DISCOUNTS AND LOANS, NET

December 31, December 31,

2013 2012 January 1, 2012

Loans
Short-term $ 187,842,592 $ 173,937,762 $ 148,124,194
Medium-term 243,632,502 211,063,307 187,441,903
Long-term 400,256,650 355,264,093 323,570,945
Overdue loans 1,363,483 677,613 918,756
Bills negotiated and discounts 4,620,986 2,906,861 2,837,704
837,716,213 743,849,636 662,893,502
Less: Allowance for possible losses (9,207,459) (8,327,145) (6,751,170)
Less: Adjustment of premium or discount (270,584) (115,771) (133,498)

$ 828,238,170 $ 735,406,720 $ 656,008,834

As of December 31, 2013, December 31, 2012 andadwardy 2012, the loan and credit balances, for whic
the accrual of interest revenues was discontinaethunted to $1,363,483 thousand, $677,613 thousand
and $918,756 thousand, respectively. The unrezedrinterest revenues on these loans and credies we
$29,948 thousand and $20,264 thousand for the yeaed December 31, 2013 and 2012, respectively.

The allowances for possible losses on discountsl@as assessed for impairment as of December 31,
2013, December 31, 2012 and January 1, 2012 wdodi@ss:

December 31, 2013 December 31, 2012 January 1, 2012
Items Discounts and | Allowance for | Discounts and | Allowance for | Discounts and | Allowance for
Loans Possible Losseq Loans Possible Losseg Loans Possible Losseg
With objective Asisr‘:szmg;for individual | "¢ 5 406,720 $  628574| $ 1,680,923 $  770,602| $  977.984| $ 223550
_evide_nce of Asse':sment for collective
impairment ; X 2,215,358 495,121 2,185,816 574,943 2,198,685 604,799
impairment
With no objective :
evidence of Asifneszi':‘rﬁg;for collective 833,094,135 8,083,764| 739,982,897 6,981,600 659,716,833 5,922,821
impairment p
Total 837,716,213 9,207,459 743,849,636 8,327,145 662,893,502 6,751,170
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The changes in allowance for possible losses anenswized below:

For the Year Ended December 31

2013 2012
Balance, January 1 $ 8,327,145 $ 6,751,170
Transfer of allowance from Chiayi The Forth CreGitoperative - 9,104
Acquired from business combination 137,109 -
Provision for possible losses 1,451,420 1,707,317
Write-offs (1,231,874) (593,234)
Recovery of written-off credits 506,858 502,470
Effects of exchange rate changes and other changes 16,801 (49,682)
Balance, December 31 $ 9,207,459 $ 8,327,145

The bad-debt expenses and provision for lossesiaragtees in 2013 and 2012 were as follows:

For the Year Ended December 31

2013 2012
Provision for possible losses on discounts anddoan $ 1,451,420 $ 1,707,317
Provision for possible losses on receivables 221,026 262,810
Provision for possible losses on guarantees 34,068 49,796

$ 1,706,514 $ 2,019,923

. AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET

December 31, December 31,

2013 2012 January 1, 2012
Government bonds $ 24,062,344 $ 33,019,092 $ 15,222,035
Bank debentures 28,133,184 32,647,365 28,535,815
Corporate bonds 16,721,077 9,853,109 4,068,993
Listed stocks 1,300,332 245,774 486,921
Beneficial securities under securitization 28,918 253,418 4,547,001
Overseas bonds 911,305 136,249 -

$ 71,157,160 $ 76,155,007 $ 52,860,765

As of December 31, 2013, December 31, 2012 andadpriy 2012, the available-for-sale financial asset
which amounted to $3,636,353 thousand, $1,300Ad6sand and $3,270,800 thousand, respectively, had
been sold under repurchase agreements.

. FINANCIAL ASSET SECURITIZATION

The Bank entered into trust contracts with The H&mwmng and Shanghai Banking Corporation Limited
(HSBC, the trustee) and transferred the Bank'stsigind risks on bondholding to the trustee in ataoce
with the Financial Asset Securitization Act. Ugbe transfer, the trustee acquired the bondholdigtes
from the Bank. The trustee issued beneficial seesmamed E.SUN CBO 2005-2, E.SUN CBO 2007-1
and E.SUN CBO 2007-2 to investors and passed t8#mk the funds raised on securities issuance along
with the retained beneficial securities (E.SUN CB@5-2 is Type C) and the sold equity securitieth wi
interest receivable.
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14.

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. Inthedting on February 24, 2012, the beneficiaries of
E.SUN CBO 2005-2 resolved to liquidate the trugobematurity. On March 20, 2012, the bonds in the
asset pool of E.SUN CBO 2005-2 were sold. As ofdbaber 31, 2012, the Bank received $5,920,841
thousand from the recovery of the retained berafagcurities and residual trust assets. ThusBémek
recognized $1,644,490 thousand as realized galigwidation (part of realized gains on available-$ale
financial assets).

The Bank is the servicer of E.SUN CBO 2005-2 arfllN CBO 2007-1. Future service income on these
contracts is expected to cover all service cobtss,tno service asset or service liability is redogd. The
Bank keeps the retained beneficial securities daiths the residual cash flow after the investordeco
their income based on the contract. If the segusiuers cannot disburse funds upon security fibgtur
the investors and the trustee have no right of wesmo on the Bank’s other assets. In addition, the
payments to the investors take precedence ovee tlooghe retained beneficial securities. The gabii

the retained beneficial securities will be affedbgdhe credit risk of the bond issuers, interast risk, etc.

Cash flows resulting from the securitization wesdalows:

E.SUN CBO
2005-2
For the Year
Ended E.SUN CBO 2007-1
December 31, Forthe Year Ended December 31
2012 2013 2012

Service income $ 1,065 $ 600 $ 600
Receipt of retained beneficial securities and
residual trust assets 5,920,841 - -

HELD-TO-MATURITY FINANCIAL ASSETS, NET
December 31, December 31,

2013 2012 January 1, 2012
Government bonds $ 5912182 $ 6,264,653 $ 9,825,349
Corporate bonds 803,871 1,640,723 3,381,152
Bank debentures 527,937 1,166,755 4,434,944
Overseas bonds 1,268,686 289,204 301,236
Overseas certificates of deposits 59,576 474,366 60,556
Beneficial securities under securitization 21,447 32,862 70,622
Negotiable certificates of deposits - 201,300,000 235,210,000

$ 8593699 $ 211,168,563 $ 253,283,859
As of December 31, 2013, December 31, 2012 andadarily 2012, the held-to-maturity financial assets,

which amounted to $2,397,827 thousand, $2,152 A6@sand and $5,768,003 thousand, respectively, had
been sold under repurchase agreements.
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15.

16.

Between 2010 and 2011, the Company disposed of siehe instruments because of the severe
deterioration of debtors’ credits. However, theoanmt disposed of was only a small portion of the
held-to-maturity financial assets, and the Compaayg no intention to reclassify the rest of these
investments. As of December 31, 2013, December2812 and January 1, 2012, the accumulated
disposal amounts from the past three years weré,$16 thousand, $471,782 thousand and $471,782
thousand, respectively, and the accumulated reblasses on disposal were $12,901 thousand, $1215,01
thousand and $115,017 thousand, respectively. athamulated disposal amounts were 1.82%, 0.22%
and 0.19% of held-to-maturity financial assetsfaerember 31, 2013, December 31, 2012 and Jadyary

2012, respectively.

OTHER FINANCIAL ASSETS, NET

2013 2012 January 1, 2012
Due from banks - time deposits $ 10,117,509 $ - $ -
Debt instruments with no active market, net 4,757,310 4,063,185 3,163,239
Financial assets carried at cost, net 521,101 328,580 328,580
Others 103,881 726 5,727
$ 15499801 $ 4392491 $ 3,497,546

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 f@{iameasured. Thus, these assets were measutestat

less accumulated impairment.

Some investees had operating losses; thus, the @ympcognized an impairment loss of $5,900 thadisan

December 31,

December 31,

on financial assets carried at cost for the yededecember 31, 2013.

Debt instruments with no active market were a®fed:

2013 2012 January 1, 2012
Corporate bonds $ 4,757,310 $ 4,063,185 $ 2,367,740
Beneficial securities under securitization - - 695,499
Credit-linked products - host contracts - - 100,000
$ 4,757,310 $ 4,063,185 $ 3,163,239

PROPERTIES AND EQUIPMENT, NET

2013 2012 January 1, 2012
Carrying amount
Land $ 11,526,220 $ 9,804,884 $ 9,385,367
Buildings 4,936,881 4,999,069 4,789,861
Computers 887,062 746,586 560,156
Transportation equipment 157,785 127,543 132,826
Miscellaneous equipment 559,107 477,437 381,581
Prepayments for properties and equipment 419,613 217,482 349,726
$ 18,486,668 $ 16,373,001 $ 15,599,517

December 31,

December 31,

December 31,

December 31,
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17.

Transportation Miscellaneous
Land Buildings Computers Equipment Equipment Prepayments Total
Cost
Balance, January 1, 2013  $ 9,804,884 $ 7,021,435 $ 3,065825 $ 531,687 $ 1,696,680 $ 217,482 $ 22,337,993
Acquired from business

combination (Note 46) 253,817 56,767 21,869 37,622 22,934 - 393,009
Addition 428,372 186,078 330,836 64,978 200,349 277,211 1,487,824
Disposal - (12,443) (243,196) (38,641) (35,515) - (329,795)
Net exchange difference (2,018) (12,156) 456 (74) 1,574 - (12,218)
Reclassification and others 1,041,165 (6.757) 23,469 - 2,685 (75,080) 985,482
Balance, December 31,

2013 $ 11,526,220 $ 7,232,924 $ 3,199,259 $ 595,572 $ 1,888,707 $ 419,613 $ 24,862,295
Balance, January 1, 2012 $ 9,385,367 $ 6,554,856 $ 2,851,414 $ 503,728 $ 1,506,314 $ 349,726 $ 21,151,405
Transfer of amounts from

Chiayi The Forth Credit

Cooperative - 177 486 14 41 - 718
Addition 1,324,679 339,690 324,187 47,789 192,933 198,211 2,427,489
Disposal - - (166,111) (19,610) (20,573) - (206,294)
Net exchange difference - - (649) (234) (1,039) - (1,922)
Reclassification (905,162) 126,712 56,498 - 19,004 (330,455) (1,033,403)
Balance, December 31,

2012 $ 9804884 $ 7021435 $ 3065825 $ 531,687 $ 1,696,680 $ 217,482  $ 22,337,993

Transportation Miscellaneous
Land Buildings Computers Equipment Equipment Total
Accumulated depreciation

and impairment
Balance, January 1, 2013 $ - $ (2,022,366) $ (2,319,239) $  (404,144) $ (1,219,243) $ (5,964,992)
Acquired from business

combination (Note 46) (12,255) (17,838) (21,520) (20,325) (71,938)
Disposal 12,444 243,194 37,618 34,816 328,072
Depreciation expenses (288,142) (218,072) (50,055) (121,241) (677,510)
Net exchange difference 12,422 (242) 248 (922) 11,506
Reclassification and others 1,854 - 66 (2,685) (765)
Balance, December 31, 2013 $ - $  (2.296,043) $ (2,312,197) $ (437,787) $ (1.329,600) $_ (6.375,627)
Balance, January 1, 2012 $ $ (1,764,995) $ (2,291,258) (370,902) $ (1,124,733) $ (5,551,888)
Disposal - 166,111 19,195 19,905 205,211
Depreciation expenses (260,115) (194,684) (52,268) (118,315) (625,382)
Net exchange difference - 592 (169) 1,215 1,638
Reclassification 2,744 - - 2,685 5,429
Balance, December 31, 2012 $ - $ (2.022,366) $ (2,319,239) $ (404,144) $ (1,219,243) $ (5.964,992)

Depreciation is calculated by the straight-line moelt over service lives estimated as follows:

Buildings

Main buildings

Equipment installed in buildings
Computers
Transportation equipment
Miscellaneous equipment

INVESTMENT PROPERTIES, NET

Land
Buildings

December 31,

20 to 50 years
10 to 15 years
3to 8 years

4 to 10 years
4 to 20 years

December 31,

2013 2012 January 1, 2012
$ 817,072 $ 1,909,037 $ 907,264
240,276 284,087 309,068
$ 1,057,348 $ 2,193,124 $ 1,216,332
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Land Buildings Total

Cost
Balance, January 1, 2013 $ 1,939,332 $ 351,585 $ 2,290,917
Disposal (80,813) (44,656) (125,469)
Reclassification (1,041,165) (739) (1,041,904)
Balance, December 31, 2013 $ 817,354 $ 306,190 $ 1,123,544
Balance, January 1, 2012 $ 960,194 $ 357,370 $ 1,317,564
Transfer of amounts from Chiayi The Forth

Credit Cooperative 116,540 7,219 123,759
Disposal (77,513) - (77,513)
Reclassification 940,111 (13,004) 927,107
Balance, December 31, 2012 $ 1,939,332 $ 351,585 $ 2,290,917
Accumulated depreciation and impairment
Balance, January 1, 2013 $ (30,295) $ (67,498) $ (97,793)
Depreciation expenses - (9,588) (9,588)
Disposal 22,669 11,779 34,448
Reversals of impairment losses recognized in

profit or loss 7,344 816 8,160
Reclassification - (1,423) (1,423)
Balance, December 31, 2013 $ (282) $  (65,914) $ (66,196)
Balance, January 1, 2012 $ (52,9300 $ (48,302) $ (101,232
Depreciation expenses - (9,882) (9,882)
Reversals of impairment losses/(Impairment

losses) recognized in profit or loss 22,635 (6,569) 16,066
Reclassification - (2,745) (2,745)
Balance, December 31, 2012 $ (30,295) $ (67,498) $ (97,793)

Investment properties (except for land) are deptedithrough 50 years on a straight-line basis.

As of December 31, 2013, December 31, 2012 andadardy 2012, the fair values of investment properti
were $2,243,825 thousand, $2,886,413 thousand 853 H073 thousand, respectively. The fair values
were based on the valuation at the respective tgtéise Company’s appraisal center and by indepgnde
appraisers that were not the Company’s relatedegart

The revenues generated from the investment pregeaate summarized as follows:

For the Year Ended December 31

2013 2012
Rental income from investment properties $ 42,197 $ 48,128
Direct operating expenses of investment propettiasgenerate
rental income (8,703) (9,064)
Direct operating expenses of investment propettiasdo not
generate rental income (7,852) (7,710)

$ 25,642 $ 31,354
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18. INTANGIBLE ASSETS, NET

December 31, December 31,

2013 2012 January 1, 2012
Goodwill $ 4,296,637 $ 3,805,337 $ 3,749,066
Banking licenses 475,178 - -
Core deposits 347,707 40,854 40,642
Computer software 330,395 282,804 237,469
Customer relationship 8,027 8,563 9,098

5,457,944 $ 4,137,558 $ 4,036,275

Computer Customer Banking
Goodwill Software Core Deposits  Relationship Licenses Total

Balance, January 1, 2013 $ 3,805,337 $ 282,804 $ 40,854 $ 8,563 $ - $ 4,137,558
Acquired from business

combination (Note 46) 494,065 819 339,691 - 477,970 1,312,545
Separate acquisition - 154,544 - - - 154,544
Amortization expenses - (166,526) (30,722) (536) - (197,784)
Reclassification - 58,674 - - - 58,674
Net exchange difference (2,765) 80 (2,116) - (2,792) (7,593)

Balance, December 31,2013 $ 4,296,637 $ 330,395 $ 347,707 $ 8,027 $ 475178 $ 5,457,944

Balance, January 1, 2012 $ 3,749,066 $ 237,469 $ 40,642 $ 9,098 $ - $ 4,036,275
Transfer of amounts from
Chiayi The Forth Credit

Cooperative 56,271 - 2,752 - - 59,023
Separate acquisition - 114,746 - - - 114,746
Amortization expenses - (172,948) (2,540) (535) - (176,023)
Reclassification - 103,610 - - - 103,610
Net exchange difference - (73) - - - (73)
Balance, December 31,2012 $ 3,805,337 $ 282,804 $ 40,854 $ 8.563 $ - $ 4,137,558

The above intangible assets with limited usefuédivare amortized on a straight-line basis by tledulis
lives as follows:

Computer software 3to 4 years
Core deposits 4 to 16 years
Customer relationship 17 years

In testing assets for impairment, the Company asagcoverable amounts (a) value in use for aratipgr
segment defined as a cash-generating unit (CGU) (Bpdhet fair value for an investment property.
Goodwill on the acquisition of UCB, the subsidiatige Kaohsiung Business Bank Co., Ltd., Chu Nan
Credit-Cooperative Association and Chiayi The Hou@redit Cooperative was allocated to operating
segments (CGUs with allocated goodwill). The Conypastimates the next five years’ cash flows of a
CGU by taking into consideration the actual perfance of each CGU, business cycle, etc. under the
going-concern assumption. The discounted presdoewof cash flows is used to determine the vatue i
use of each CGU. The discount rates for futurd d¢lsvs of CGUs were determined using the capital
asset pricing model (CAPM). The testing for asegiairment showed that no impairment losses had
been incurred.

-35-



19. OTHER ASSETS, NET

December 31, December 31,

2013 2012 January 1, 2012
Refundable deposits, net $ 1,428,292 $ 1,299,215 $ 1,229,609
Prepaid expenses 119,832 105,570 138,517
Foreclosed collaterals, net 8,223 46,507 54,602
Others 7,333 5,780 5,206
$ 1,563,680 $ 1,457,072 $ 1,427,934

20. DUE TO THE CENTRAL BANK AND OTHER BANKS

December 31, December 31,

2013 2012 January 1, 2012

Call loans from banks $ 42,991,536 $ 40,100,818 $ 29,683,742
Deposits from Chunghwa Post Co., Ltd. 2,508,657 5,986,310 8,026,290
Bank overdraft 273,107 372,282 34,946
Due to banks 936,277 169,215 275,532
Due to the Central Bank 42,404 24,199 32,416
Call loans from the Central Bank 893,640 - -
$ 47645621 $ 46,652,824 $ 38,052,926

21. SECURITIES SOLD UNDER REPURCHASE AGREEMENTS

Securities sold for $6,254,291 thousand, $4,957tA86sand and $13,247,387 thousand under repurchase
agreements as of December 31, 2013, December 3P, &0d January 1, 2012, respectively, would
subsequently be purchased for $6,271,208 thoust$@66,886 thousand and $13,261,731 thousand,

respectively.

22. PAYABLES

December 31, December 31,

2013 2012 January 1, 2012
Checks for clearing $ 2,829534 $ 10,608,961 $ 9,408,051
Accrued interest 1,790,426 1,882,493 1,740,532
Acceptances 2,093,861 2,847,478 2,263,778
Accounts payable 1,236,155 492 955 298,406
Factored accounts payable 1,586,390 1,249,839 1,380,320
Accrued expenses 2,018,170 1,758,851 1,389,309
Payables on credit cards 1,171,514 356,965 339,815
Collections payable 678,938 425,882 322,870
Tax payable 144,427 131,089 103,459
Others 2,005,086 1,553,071 585,212
$ 15,554,501 $ 21,307,584 $ 17,831,752
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23.

24.

DEPOSITS AND REMITTANCES
December 31, December 31,
2013 2012 January 1, 2012
Deposits
Checking $ 15,289,871 $ 17,900,220 $ 11,194,405
Demand 290,312,930 241,225,202 200,694,046
Savings - demand 329,092,109 277,681,426 247,636,939
Time 275,787,948 239,091,879 260,304,146
Negotiable certificates of deposits 1,678,800 1,942,400 9,469,600
Savings - time 236,615,782 247,504,111 228,404,461
Treasury deposits 8,283,057 4,177,221 4,822,688
Remittances 421,853 452,136 315,542
$1,157,482,350 $ 1,029,974,595 $ 962,841,827

BANK DEBENTURES
December 31,
2013
Bonds issued on June 24, 2005; 2.75% interest,
payable annually; principal repayable on
maturity (10 years after the issue date). $ 5,000,000

Subordinated bonds issued on October 11, 2005;

interest rate at the one-year time savings

deposit floating rate of Chunghwa Post Co.,

Ltd. plus 0.425%, payable quarterly; principal

repayable on maturity (7 years after the issue

date). -
Subordinated bonds issued on October 19, 2005;

2.725% interest, payable annually; principal

repayable on maturity (7 years after the issue

date). -
Subordinated bonds issued on November 4, 2005;

interest rate at the one-year time savings

deposit floating rate of Chunghwa Post Co.,

Ltd. plus 0.4%, payable annually; principal

repayable on maturity (7 years after the issue

date). -
Two types of subordinated bonds issued on

August 24, 2006; interest rate at (a) 90 days’

interest rate for commercial paper (stated

below) plus 0.25% for type A bond; and (b)

2.60% interest for type B bond; interest

payable annually for both bond types; principal

repayable on maturity (7 years after the issue

date). -
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December 31,

2012

$ 5,000,000

6,000,000

January 1, 2012

$ 5,000,000

2,000,000

1,400,000

1,600,000

6,000,000
(Continued)



December 31, December 31,
2013 2012 January 1, 2012

Two types of subordinated bonds issued on

June 29, 2007; interest rate at (a) the one-year

time savings deposit floating rate of Bank of

Taiwan plus 0.5% for type A bond; and (b) 90

days’ interest rate for commercial paper plus

0.39% for type B bond; interest payable

annually for both bond types; principal

repayable on maturity (7 years after the issue

date). $ 3,700,000 $ 3,700,000 $ 3,700,000
Subordinated bonds issued on February 15, 2008;

3.10% interest, payable annually; principal

repayable on maturity (7 years after the issue

date). 2,300,000 2,300,000 2,300,000
Subordinated bonds issued on October 24, 2008;

3.15% interest, payable annually; principal

repayable on maturity (7 years after the issue

date). 300,000 300,000 300,000
Subordinated bonds issued on February 20, 2009;

2.10% interest, payable annually; principal

repayable on maturity (5 years after the issue

date). 1,000,000 1,000,000 1,000,000
Subordinated bonds issued on March 5, 2009;

2.15% interest, payable annually; principal

repayable on maturity (5.5 years after the issue

date). 500,000 500,000 500,000
Two types of subordinated bonds issued on

April 3, 2009; interest rate at (a) 2.15% for

Type A bond and (b) 2.50% for Type B bond;

interest payable annually for both bond types;

principal repayable on maturity (5.5 years for

Type A bond ad 7 years for Type B bond af

the issue date). 500,000 500,000 500,000
Subordinated bonds issued on May 18, 2009;

2.35% interest payable annually; principal

repayable on maturity (5.5 years after the issue

date). 1,800,000 1,800,000 1,800,000
Subordinated bonds issued on July 17, 2009;

2.50% interest payable annually; principal

repayable on maturity (7 years after the issue

date). 900,000 900,000 900,000
Subordinated bonds issued on October 20, 2009;

2.35% interest payable annually; principal

repayable on maturity (7 years after the issue

date). 1,500,000 1,500,000 1,500,000
Subordinated bonds issued on May 28, 2010;

2.20% interest payable annually; principal

repayable on maturity (7 years after the issue

date). 3,000,000 3,000,000 3,000,000

(Continued)
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December 31,

Subordinated bonds issued on July 13, 2010;
2.20% interest payable annually; principal
repayable on maturity (7 years after the issue
date). $

Subordinated bonds issued on May 24, 2011;
1.73% interest payable annually; principal
repayable on maturity (7 years after the issue
date).

Subordinated bonds issued on October 28, 2011;
1.80% interest payable annually; principal
repayable on maturity (7 years after the issue
date).

Subordinated bonds issued on April 27, 2012;
1.58% interest payable annually; principal
repayable on maturity (7 years after the issue
date).

Subordinated bonds issued on June 28, 2012;
1.68% interest payable annually; principal
repayable on maturity (10 years after the issue
date).

Two types of subordinated bonds issued on
August 27, 2012; interest rate at (a) 1.50% for
type A bond and (b) 1.62% for type B bond,
interest payable annually for both bond types;
principal repayable on maturity (7 years for
type A bond and 10 years for type B bond after
the issue date).

Two types of subordinated bonds issued on
May 24, 2013; interest rate at (a) 1.55% for
type A bond and (b) 1.70% for type B bond,
interest payable annually for both bond types;
principal repayable on maturity (7 years for
type A bond and 10 years for type B bond after
the issue date).

Subordinated bonds issued on August 28, 2013;
1.75% interest payable annually; principal
repayable on maturity (7 years after the issue
date).

Two types of subordinated bonds issued on
December 19, 2013; interest rate at (a) 1.75%
for type A bond and (b) 1.85% for type B
bond; interest payable annually for both bond
types; principal repayable on maturity (5.5
years for type A bond and 7 years for type B
bond after the issue date).

2013

2,500,000

2,100,000

2,900,000

2,280,000

2,720,000

8,000,000

2,300,000

2,700,000

1,500,000

December 31,

2012

2,500,000

2,100,000

2,900,000

2,280,000

2,720,000

8,000,000

January 1, 2012

$ 2,500,000

2,100,000

2,900,000

$ 47,500,000

$ 47,000,000

$ 39,000,000
(Concluded)

Commercial paper interest rates for 90 days aratiflg interest rates were based on the averagehte
rates quoted by Hong Kong's Moneyline Telerate Redters.
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To increase the Company’s capital adequacy ratw tanstrengthen its capital structure, the Company
applied for the issuance of subordinated bank debem amounting to $5,000,000 thousand. The
application was approved by the FSC on Septembel2@#3. As of December 31, 2013, debentures
amounting to $3,500,000 thousand had not yet ssred.

The Company plans to issue subordinated bank detesntvith an aggregate face value of $3,500,000
thousand and consisting of type A bonds worth &1, thousand and with interest rate of 1.80% and
type B bonds worth $2,200,000 thousand and witrést rate of 1.95% on March 7, 2014.

To increase the Company’s capital adequacy ratib tanstrengthen its capital structure, the board of

directors of the Company resolved in their meetindviarch 5, 2014 to issue subordinated bank delestu
of $5,000,000 thousand. The Company is going pdyapr the approval of this issuance to the FSC.

25. OTHER FINANCIAL LIABILITIES

December 31,

December 31,

2013 2012 January 1, 2012
Principal of structured products $ 1,748,599 $ 1,208,633 $ 1,631,949
Guarantee deposits received 158,505 147,650 217,088
Appropriations for loans 20,115 56,363 94,606
Long-term borrowing 268,092 - -
$ 2,195,311 $ 1,412,646 $ 1,943,643

26. PROVISIONS

December 31

December 31

2013 2012 January 1, 2012
Provision for employee benefits $ 207,508 $ 289,620 $ 249,754
Provision for losses on guarantees 150,323 116,200 66,504
Others 22,420 22,288 22,087
$ 380,251 $ 428,108 $ 338,345

27. POST-EMPLOYMENT BENEFIT PLAN

a. Defined contribution plan

The pension mechanism under the Labor Pension thet “Act”) is deemed a defined contribution
plan. Under the Act, the Company makes monthlytrdmrtion equal to 6% of each employee’s
monthly salary to employees’ pension accountséBtreau of Labor Insurance.

The Company recognized expenses of $187,894 thdumash $169,729 thousand in the consolidated
statements of comprehensive income in 2013 and 20H2Zcordance with the defined contribution

plan.

- 40 -



b. Defined benefit plan

The Company has a defined benefit pension plamafioregular employees. Under this plan, the
pension is calculated on the basis of an employsetsority accumulated since the hire date in
accordance with the Labor Standards Act.

The Company makes monthly contributions, equal % & salaries and wages, to a pension fund.
The fund is deposited in the Bank of Taiwan in tlaene of the Supervisory Committee of Workers’
Retirement Preparation Fund, which manages the futie difference between the contributions and
the pension costs based on actuarial calculatiodsposited in a financial institution in the napfi¢he
employees’ pension fund administration committeStarting from July 1, 2005, the Company has
made monthly contributions to the pension fundhgyfboregoing pension calculation for the employees
that choose to continue being subject to the L&t@ndards Act.

The actuarial valuations of plan assets and theeptevalue of the defined benefit obligation were
carried out by qualifying actuaries. The principalsumptions used in actuarial valuations were as
follows:

Valuation Date
December 31 December 31

2013 2012 January 1, 2012
Discount rate 2.00% 1.60% 1.75%
Expected rates of return on plan assets 2.00% 1.60% 1.75%
Expected rates of future salary increase 2.50% 2.50% 2.50%

Amounts recognized as profit or loss in the comlstéd statement of comprehensive income on the
defined benefit plan were as follows:

For the Year Ended December 31

2013 2012
Current service cost $ 22,746 $ 23,312
Interest cost 22,899 22,963
Expected return on plan assets (17,702) (17,717)
Past service cost 9,804 9,804

37,747 $ 38,362

Amounts recognized as actuarial gains and lossexynézed in other comprehensive income on the
defined benefit plan were as follows:

For the Year Ended December 31

2013 2012
Actuarial losses, January 1 $ 44,455 $ -
Losses (gains) recognized (78,463) 44,45
Actuarial losses (gains), December 31 $ (34,008) $ 44,455
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Included in the consolidated balance sheets weardditowing amounts arising from the Company’s
obligation on its defined benefit plan:

December 31 December 31

2013 2012 January 1, 2012
Present value of funded defined benefit
obligation $ 1,501,944 $ 1,431,159 $ 1,312,166
Fair value of plan assets (1,249,045) (1,086,344) (997,413)
Deficit 252,899 344,815 314,753
Unrecognized past service cost (45,391) (55,195) (64,999)
Accrued pension liability $ 207,508 $ 289,620 $ 249,754

Movements in the present value of the defined hieokligation were as follows:

For the Year Ended December 31

2013 2012
Opening defined benefit obligation $ 1,431,159 $ 1,312,166
Current service cost 22,746 23,312
Interest cost 22,899 22,963
Actuarial losses/(gains) 42,003 122,391
Benefits paid (16.,863) (49,673)
Closing defined benefit obligation $ 1,501,944 $ 1,431,159

Movements in the fair value of the plan assets wsriollows:

For the Year Ended December 31

2013 2012
Opening fair value of plan assets $ 1,086,344 $ 997,413
Expected return on plan assets 17,702 17,717
Actuarial losses/(gains) 120,466 77,936
Contributions from the employer 41,396 42,951
Benefits paid (16,863) (49,673)
Closing fair value of plan assets $ 1,249,045 $ 1,086,344

The percentages of fair value of the main categon¢he plan assets were as follows:

December 31 December 31

2013 2012 January 1, 2012
Equity instruments 39 33 28
Others 61 67 72

100 100 100

The overall projected rate of return is an estinthtd based on the trend of historical returns, the
market prediction made by the actuary for the genmowhich the related obligations exist, the uke o

the labor pension fund by the Labor Pension FunmkBisory Committee and the minimum return at a
rate no less than the two-year time deposit ratecafl banks.
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The Company’s experience adjustments made prosphctor each accounting period from the date of
transition to IFRSs were as follows (refer to N63:

December 31 December 31

2013 2012 January 1, 2012
Present value of defined benefit obligation $ 1,501,944 $ 1,431,159 $ 1,312,166
Fair value of plan assets $ 1,249,045 $ 1,086,344 $ 997,413
Deficit $ 252,899 $ 344815 $ 314,753
Experience adjustments of plan liabilities $ 25,098 $ 45,165 $ -
Experience adjustments of plan assets $ (120,466) $  (77,936) $ -

The Company expects to make a contribution of ®fltBousand to the defined benefit plan during the
annual period beginning after December 31, 2013.

28. OTHER LIABILITIES

December 31 December 31

2013 2012 January 1, 2012
Advance receipts $ 783,038 $ 801,013 $ 963,921
Deferred revenue 350,451 291,363 126,201
Others 319,059 97,048 130,611
$ 1,452,548 $ 1,189,424 $ 1,220,733

29. NET INTEREST

For the Year Ended December 31

2013 2012

Interest revenue
From discounts and loans $ 17,781,624 $ 15,931,039
From revolving interests of credit cards 2,198,236 2,260,075
From investments 1,742,443 3,568,993
Others 608,432 817,883
22,330,735 22,577,990

Interest expense
From deposits (7,991,012) (7,454,243)
From issuing bank debentures (936,893) (898,863)
From due to the Central Bank and other banks (363,184) (377,562)
Others (152,738) (520,568)
(9,443,827) (9,251,236)
$ 12,886,908 $ 13,326,754
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30. SERVICE FEE INCOME, NET

For the Year Ended December 31

2013 2012
Service fee income
From credit cards $ 3,620,074 $ 2,553,388
From trust business 1,949,325 1,188,742
From cross-selling 1,207,368 737,627
From loans 1,084,527 904,474
Others 1,316,724 1,216,310

9,178,018 6,600,541
Service charge

From agency (574,349) (684,068)
From cross-bank transactions (224,971) (204,254)
From computer processing (176,682) (195,809)
Others (273,402) (218,536)

(1,249,404) (1,302,667)
$ 7,928,614 $ 5,297,874

31. GAINS (LOSSES) ON FINANCIAL ASSETS AND LIABILIT IES AT FAIR VALUE THROUGH
PROFIT OR LOSS

For the Year Ended December 31, 2013

Interest
Dividend Revenue Gain (Loss) on Gain (Loss) on
Income (Expense) Disposal Valuation Total
Held-for-trading financial assets $ 7,593 $ 1,804,486 $(1,385,217) $ 1,994,696 $ 2,421,558
Financial assets designated as at fair
value through profit or loss - 840,069 71,585 (31,810) 879,844
Held-for-trading financial liabilities - - 3,557,888 (1,811,121) 1,746,767
Financial liabilities designated as at
fair value through profit or loss - (5.363) - 14,210 8,847

$ 7,593 $ 2,639,192 $ 2,244,256 $ 165,975 $ 5,057,016

For the Year Ended December 31, 2012

Interest
Dividend Revenue Gain (Loss) on Gain (Loss) on
Income (Expense) Disposal Valuation Total

Held-for-trading financial assets $ 6,895 $ 574,956 $(3,473,257) $ (660,831) $(3,552,237)
Financial assets designated as at fair

value through profit or loss - 340,594 (272,056) 131,906 200,444
Held-for-trading financial liabilities - - 4,097,881 853,951 4,951,832
Financial liabilities designated as at

fair value through profit or loss - (28,718) - 33,293 4,575

$ 6,895 $ 886,832 $ 352,568 $ 358,319 $ 1,604,614
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32. EMPLOYEE BENEFIT, DEPRECIATION AND AMORTIZATION EXPENSE

For the Year Ended December 3

201z 201z

Employee benel

Salarie $ 5,403,78 $ 4,861,38

Insuranc 390,29 324,53.

Excessive interest from preferential r: 132,86 117,90:

Pos-employment benefi 225,64: 208,09:

Others 302,29: 263,81
Depreciation expens 687,09 635,26«
Amortization expensi 201,11: 178,71.

33. INCOME TAX
a. Income tax recognized in profit or loss
Main components of income tax expense were asaslio

For the Year Ended December 3

201z 201z
Current ta:
Current yee $ 1,441,062 $ 1,438,657
Additional 10% income tax on unappropriated ears - 4,731
Prior year’s adjustmer (2,678) (6,941)
1,438,384 1,436,447
Deferred ta
Current yea 241,774 (119,965)
Income tax expense recognized in profit or $ 1,680,158 $ 1,316,482

A reconciliation of accounting profit and currentome tax expenses for the years ended December 31,
2013 and 2012 is as follows:

For the Year Ended December 3

201z 201z
Income before tax from continuing operatic $ 10527668 $ 8,481,741
Income tax expense at the 17% statutory rate $ 1,789,704 $ 1,441,896
Nondeductible expenses in determining taxable ircom 51,307 90,935
Tax-exempt income (477,226) (281,681)
Additional 10% income tax on unappropriated earsing - 4,731
Unrecognized deductible temporary differences 268,714 (728)
Effect of different tax rate of overseas branchesrating in
other jurisdictions 50,337 68,270

Adjustments for prior year’s tax (2,678) (6,941)
Income ax expense recognized in profit or | $ 1680,158 $ 1,316,482
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b.

Income tax recognized in other comprehensiverie

For the Year Ended December 3

201z 201z

Deferred ta
Recognized in other comprehensive incc

Exchange differences in translation of financiatetents o

foreign operations $ 26,303 $ (45,566)

Unrealized gains (losses) on availe-for-sale financial asse (28,288) 58,517
Total income tacexpenses (benefitrecognized in othe

comprehensive income $ (1,985) $ 12,951

Current tax assets and liabilities

December 31 December 31

2013 2012 January 1, 2012
Current tax assets
Receivables on consolidated tax returns $ 152,340 $ 152,340 $ 242,628
Tax refund receivable - - 24,444
Others 7,209 7,115 7,721

$ 159,549 $ 159,455 $ 274,793

Current tax liabilities

Payables on consolidated tax returns $ 297,521 $ 750,147 $ 6,161
Income tax payable 112,409 76,197 54,361

$ 409,930 $ 826,344 $ 60,522
Deferred tax assets and liabilities
The movements of deferred tax assets and defexxddhbilities were as follows:

For the year ended December 31, 2013

Recognized in

Other
Recognized in Comprehensive
Opening Balance  Profit or Loss Income Others Closing Balance
Deferred tax assets
Temporary differences
Financial instruments at fair value
through profit or loss $ 18,010 $ (7,521) $ - $ - $ 10,489
Allowance for possible losses 348,152 (243,450) - - 104,702
Available-for-sale financial assets - - 5,815 - 5,815
Share of profit of subsidiaries,
accounted for using equity
method - 37 - - 37
Other financial assets 2,380 1,003 - - 3,383
Investment properties 1,124 (1,050) - - 74
Properties and equipment 1,720 1,011 - - 2,731
Foreclosed collaterals 476 1,657 - - 2,133
Other assets 2,242 (2,135) - - 107
(Continued)
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Recognized in

Other
Recognizedin ~ Comprehensive
Opening Balance  Profit or Loss Income Others Closing Balance
Payable for annual leave $ 27,390 $ 4,281 $ - $ - $ 31,671
Exchange difference on foreign
operations 46,787 - (26,303) - 20,484
Others - (3,908) - 4,280 372
$ 448,281 $(250,075) $ (20,488) $ 4,280 $ 181,998
Deferred tax liabilities
Temporary differences
Available-for-sale financial assets $ 24,963 $ - $ (22,473) $ 691 $ 3,181
Properties and equipment - (14,328) - 14,722 394
Intangible assets 627,385 4,847 - - 632,232
Unrealized foreign exchange
gains 16,478 1,180 - 503 18,161
Provision of land revaluation
increment tax 95,212 (3.627) - - 91,585
$ 764,038 $ (11,928) $ (22,473) $ 15916 $ 745,553
(Concluded)
For the year ended December 31, 2012
Recognized in
Other
Recognizedin ~ Comprehensive
Opening Balance  Profit or Loss Income Others Closing Balance
Deferred tax assets
Temporary differences
Financial instruments at fair value
through profit or loss $ 55,100 $ (37,090) $ - $ - $ 18,010
Allowance for possible losses 135,668 212,484 - - 348,152
Available-for-sale financial assets 33,554 - (33,554) - -
Other financial assets 4,025 (1,645) - - 2,380
Investment properties 7 1,117 - - 1,124
Properties and equipment - 1,720 - - 1,720
Foreclosed collaterals 476 - - - 476
Other assets 2,477 (235) - - 2,242
Payable for annual leave 23,464 3,926 - - 27,390
Loss carryforwards 52,396 (52,396) - - -
Investment credits 7,298 (7,298) - - -
Exchange difference on foreign
operations 1,221 - 45,566 - 46,787
$ 315,686 $ 120,583 $ 12,012 $ - $ 448,281
Deferred tax liabilities
Temporary differences
Available-for-sale financial assets  $ - $ - $ 24,963 $ - $ 24,963
Intangible assets 624,973 2,412 - - 627,385
Unrealized foreign exchange
gains 18,272 (1,794) - - 16,478
Provision of land revaluation
increment tax 79,368 (533) - 16,377 95,212
$ 722,613 $ 85 $ 24,963 $ 16,377 $ 764,038
e. Imputed tax credit is summarized as follows:
December 31  December 31
2013 2012 January 1, 2012
Balance of the imputation credit acco
(ICA) $ 16,617 $ 12,088 $ 21485
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For the distribution of the 2012 earnings, the alctweditable ratios were 0.19% and 0.18% for cash
dividends and stock dividends, respectively. TlanlBestimates the creditable ratio of 0.19% for
distributing 2013 earnings.

The actual stockholders’ imputation credits sholéd based on the balance of the ICA as of the
dividend distribution date. As a result, the estiad 2013 creditable ratio may differ from the attu
creditable ratio.

According to legal interpretation No. 102045628 hh@unced by the Taxation Administration of the
Ministry of Finance, when calculating imputatiordits in the year of first-time adoption of IFR8%
cumulative retained earnings should include thémeease or net decrease in retained earningagris
from first-time adoption of IFRSs.

f.  The unappropriated earnings generated beforngadarl, 1998 as of December 31, 2012 and January 1,
2012 was $91,777 thousand at each period-end date.of December 31, 2013, the balance of the
unappropriated earnings generated before Janua898,was zero.

g. The income tax returns through 2007 were exadanyethe tax authorities. For the aggregate amount
of goodwill amortization of $4,078,277 thousand,icthresulted from the Bank’s acquisition of
Kaohsiung Business Bank Co., Ltd. (KBB) and wa®raa in the income tax returns for 2004 to 2007,
the tax authorities disapproved the related expéesause the authorities considered the goodwill on
the purchase of KBB's assets, liabilities and ofi@na as having resulted mainly from a subsidy
authorized by the Executive Yuan to be releasenh fitbe Resolution Trust Corporation fund and not
the Bank’s use of its own cash. The Bank disagre#uthe tax authorities’ decision and initiated a
administrative litigation. The Bank did not accrine related liabilities because the possibilityaof
positive result on the Bank’s administrative litiga is high.

34. EARNINGS PER SHARE

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

Shares Earnings
Amount (Denominator Per Share
(Numerator) in Thousands) (Dollars)
For the year ended December 31, 2013
Basic earnings per share
Net income 8,847,60. 4,985,00 $ 1.7i
For the year ended December 31, 2012
Basic earnings per share
Net income 7,165,25! 4,784,23 $ 1.5C
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The number of shares outstanding was retrospegtadjlisted to reflect the effects of the stock diwids
distributed in the year following earnings apprafidn. The basic earnings per share after incare t
were retrospectively adjusted as followings:

Unit: NT$ Per Share

For the Year Ended
December 31, 2012

Before After
Retrospectively Retrospectively
Adjusted Adjusted
Basic earnings per share $ 1.63 $ 1.50

35. EQUITY
a. Capital stock
Common stock

December 31, December 31,

2013 2012 January 1, 2012
Authorized number of shares (in thousands) 4,985,000 4,572,500 4,220,600
Authorized capital $ 49,850,000 $ 45,725,000 $ 42,206,000
Number of shares issued (in thousands) 4,985,000 4,572,500 4,220,600
Common stock issued $ 49,850,000 $ 45,725,000 $ 42,206,000

Common stock issued has a NT$10 par value. Eaaie $tas one voting right and the right to receive
dividends.

The stockholders resolved to use the 2011 unappteprearnings of $1,519,000 thousand as stock
dividends consisting of 151,900 thousand sharesis ®suance was approved by the Ministry of
Economic Affairs (MOEA).

In December 2012, the Bank increased its capitab®00,000 thousand through private placement
and issued 200,000 thousand shares at NT$15.5hpeg. ESFHC subscribed for all the new shares.
This issuance was approved by the MOEA.

The stockholders resolved to use the 2012 unapptedrearnings of $4,125,000 thousand as stock
dividends consisting of 412,500 thousand sharestangise the authorized capital to $49,850,000
thousand on May 2, 2013. This issuance was ap@roy¢he MOEA.

On January 24, 2014, the board of directors ofBhek resolved to increase its capital by $2,324,000
thousand through private placement, to issue 180tB6usand shares at NT$16.60 per share and to
raise the authorized capital to $51,250,000 thadlisaESFHC subscribed for all the new shares. The
Company is going to apply for the approval of iesuance to the MOEA.

On March 5, 2014, the board of directors of thelBaasolved to use the 2013 unappropriated earnings
of $4,240,000 thousand as stock dividends congistin424,000 thousand shares and to raise the
authorized capital to $55,490,000 thousand. Téaisce of common stock is waiting for the approval
of the stockholders.
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b. Capital surplus

Under the Articles of Incorporation of ESFHC, thmpmoyees of ESFHC's subsidiaries could be
included in the distribution of bonus to employeedhus, the Bank recognized the estimated
distribution of share bonus to the Bank’s employaeeder both salary expenses and capital surplus at
$229,078 thousand and $198,346 thousand in 2013@®”| respectively.

Material differences between such estimated amaumdsthe amounts proposed by ESFHC’s board of
directors on or before the consolidated finandialesnents are authorized for issue are adjustéukin
year the bonus and remuneration were recognizddthelactual distribution of share bonus to the
Bank’s employees differ from the estimated distiity, this change should be treated as a change in
accounting estimate, and the related accrued egpemsl capital surplus should be adjusted in the ye
of ESFHC's stockholders’ approval of the bonus.

Under the related regulations, capital surplus imaysed to offset a deficit. Capital surplus agsi
from the issuance of shares (issuance in excegarofalue, capital surplus from issuance of common
stock for combination and treasury stock transas)icand donation may be transferred to common
stock on the basis of the percentage of sharesbyelte stockholders. Any capital surplus transigr

to common stock should be within a certain pergmtprescribed by law. The foregoing capital
surplus may be distributed as cash dividends als wel

Capital surplus arising from equity investments emithe equity method should not be distributed for
any purpose.

c. Special reserve

Under FSC guidelines, the Bank reclassified théitigaloss reserve of $83,866 thousand accrued until
December 31, 2010 to special reserve. This spexsalve may be used to offset a deficit and may be
appropriated when legal reserve reaches 50% @dh&’s paid-in capital.

Also under FSC guidelines, on the first-time admptiof IFRSs, a special reserve should be
appropriated at an amount equal to unrealized watiah increment and cumulative translation

differences (gains) transferred to retained eamiag a result of the Bank’s use of exemptions under
IFRS 1 starting from 2013. The Bank did not hamg anrealized revaluation increments, and the
exchange differences on the translation of findnsiatements of foreign operations, to which an

IFRS 1 exemption was applicable, was negative. sTmo special reserve was required to be
appropriated on the Bank’s first-time adoptionEiREs.

d. Appropriation of earnings

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

1) 30% as legal reserve;
2) Special reserve, if needed; and
3) From any remainder -
a) 94% as dividends
b) 1% as remuneration to directors; and

c) 5% as bonus to employees.

The stockholders may decide not to declare anyends or decide to distribute only a portion of
the distributable earnings.
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Under the Bank’s dividend policy, the issuance tick dividends takes precedence over the
payment of cash dividends to strengthen the Bafikancial structure. This policy is also
intended to improve the Bank’s capital adequady m@td keep it at a level higher than the ratio set
under relevant regulations. When dividends ardaded, cash dividends must be at least 10% of
total dividends declared, unless the resulting cdslidend per share falls below NT$0.10.
However, cash dividends should not be more than dbpaid-in capital if legal reserve is less than
the total paid-in capital.

Under the Company Law, legal reserve should beagpiated until the reserve equals the Bank’s
paid-in capital. This reserve should only be usedffset a deficit. When the reserve exceeds
25% of the Bank’s paid-in capital, the excess mayubed to issue new shares or distribute cash
dividends. In addition, the Banking Law limits thppropriation of cash dividends to 15% of the
Bank’s paid-in capital. But when the legal reseeguals the Bank’s paid-in capital, this 15%
limit may be waived.

Under the related regulations, a special reseneappopriated from the balance of the retained
earnings generated before January 1, 2012 at anrdarfrom the net income and unappropriated
earnings that is equal to the debit balance of alimed loss on financial instruments in the
stockholders’ equity section. The balance of thecil reserve is adjusted to reflect any changes
in the debit balance of the related accounts.

Under related regulations, a special reserve isogpiated from the balance of the retained earnings
generated after January 1, 2013 at an amount fiemet income and unappropriated earnings that
iIs equal to the debit balance of accounts in tleeksiolders’ equity section (such as exchange
differences in translation of financial statemaritforeign operations and unrealized gains or lpsse

on available-for-sale financial assets). The speaeiserve should be appropriated from the prior
years’ unappropriated earnings to the extent oid#ist balance accumulated from prior years and
such special reserve should not be appropriatetie bBlance of the special reserve is adjusted to
reflect any changes in the debit balance of tregedlaccounts.

The imputation credits for stockholders are cakagdan the creditable ratio on the date of dividend
distribution.

In the years ended December 31, 2013 and 2012hdhas to employees and remuneration to
directors, which totaled $369,198 thousand and $#34/thousand, respectively, and represented
5% (employees’ bonus) and 1% (directors’ remunendtirespectively, of the appropriation of
earnings, were accrued on the basis of past experie Material differences between such
estimated amounts and the amounts proposed bytérd bf directors on or before the consolidated
financial statements are authorized for issue dpested in the year the bonus and remuneration
were recognized. If the bonus and remuneratiomcaep by the Bank’s stockholders differ from
the board of directors’ proposal, this change sthdnd treated as a change in accounting estimate,
and the related accrued expenses should be adjodfesl year of the stockholders’ approval of the
bonus and remuneration.

The appropriations from the earnings of 2012 andl12Were approved in the stockholders’
meetings on May 2, 2013 and May 4, 2012, respdgtivelhe appropriations, including dividends
per share, were as follows:

Appropriation of Earnings

Dividends Per Share (NT$)

2012 2011
Legal reserve $ 2,153,699 $ 947,289
Special reserve - 221,557
Cash dividends 1,316,275 422,476
Stock dividends 4,125,000 1,519,000
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e.

The bonus to employees and the remuneration totdnefor 2012 and 2011, which were approved
in the stockholders’ meetings on May 2, 2013 ang Ma2012, respectively, were as follows:

For the Year Ended December 31

2012 2011
Bonus to employees - cash $ 289,429 $ 103,270
Remuneration to directors - cash 57,886 20,654

There was no difference between the amounts obdimeis to employees and the remuneration to
directors approved in the stockholders’ meeting20df©3 and 2012 and the amounts recognized in
the financial statements for the years ended Deee3th 2012 and 2011.

The appropriations from the 2013 earnings were @l in the board of directors meetings on
March 5, 2014 were as follows:

Dividends
Appropriation  Per Share
of Earnings (NT$)
Legal reserve $ 2,654,281
Cash dividends 1,588,000 $0.31
Stock dividends 4,240,000 0.83

The proposal on the appropriation of the 2013 egsibonus to employees and remuneration to
directors is waiting for the approval of the stookiers. Information on earnings appropriation or
deficit offsetting can be accessed through the Véék of the Taiwan Stock Exchange
(http://femops.tse.com.tw).

Non-controlling interests

For the Year

Ended
December 31,
2013
Balance, January 1 $ -
Increase in non-controlling interests from the asitjon of UCB (Note 46) 708,242
Attributable to non-controlling interests
Net income (94)
Unrealized gains on available-for-sale financisets 231

Exchange differences in translation of financiatestnent of foreign operations (4,015)

Balance, December 31 $ 704,364
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36. RELATED-PARTY TRANSACTIONS

E.SUN Financial Holding Company, Ltd. (ESFHC) i tharent company of the Bank and the ultimate
controller of the E.SUN Group. All transactiongldnces, income and expenses between the Bank and
the subsidiaries (related parties of the Bank)edirainated on a consolidated basis. In additiothtise
mentioned in Table 2 and in other notes, the ditanit related-party transactions are summarized as
follows:

a. Related parties

Related Party Relationship with the Bank

E.SUN Financial Holding Company, Ltd. (ESFHC) Parent company
E.SUN Securities Co., Ltd., E.SUN Venture Capital Sister companies
Co., Ltd., E.SUN Insurance Broker Co., Ltd. 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
Others Main management of the parent company
(ESFHC) and the Bank and other related
parties

b. Significant transactions between the Bank atadad parties

1) Loans
Highest Ending Interest Interest Rate

Balance (Note) Balance Revenue (%)
2013
Sister companies $ 287,000 % - % 15
Main management 75,59¢ 69,70¢ 764
Others 1,153,58 935,19. 11,87(

$ 151618/ $ 100490 ¢ 12,64¢ 0-2.2t
2012
Sister companies $ 10,00¢ $ - $ 11
Main management 71,03( 55,37( 86¢
Others 883,71( 744,53. 10,37¢

$ 964,74 $ 79990 ¢ 11,25¢ 0.9¢-3.3¢

2) Deposits
Highest Ending Interest Interest Rate

Balance (Note) Balance Expense (%)

Year ended
December 31, 2013
Parent company $ 8,788,005 $ 566459 $ 29,92
Sister companies 6,767,910 1,922,25 16,96
(Continued)
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Highest Ending Interest

Balance (Note) Balance Expense
Main management $ 259136 $ 627,87 % 4,78t
Others 1,918,52! 713,55¢ 10,61:

$ 20,658S3 $ 8,928,28 $ 62,28¢

Year ended
December 31, 2012

Parent company $13,72351 $ 551965 $ 47,71*
Sister companies 2,380,13! 1,504,82: 15,28¢
Main management 1,29882¢ 1,012,34 3,11¢
Others 1,013,6%6 608,85! 9,01:

$ 18,416,112 $ 8,64568 $ 75,13:

Interest Rate
(%)

0-6.¢

0-6.¢
(Concluded)

Note: The sum of the respective highest balancesadf account in 2013 and 2012.

December 31 December 31

2013 2012

3) Consolidated tax return receivables (j

of current tax assets)

Parent compair $ 152,34( $ 152,34(
4) Refundable deposit (part of other as

Sister companit $ 1,08¢ $ 1,08¢
5) Prepaid expense (part of other as:

Sister companit $ 239] $ 239]
6) Interest payable (part of payabl

Parent compar $ 12,00 $ 7,937

Sister companit 681 65¢

Main manageme 56( 45¢

Other: 76C 577

$ 14090  § 9,63

7) Remuneration to directors and supervit
(part of payables)

Parent compat $ 61,53 $ 57,88¢
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January 1, 2012

$ 242,62t

$ 1,08¢

$ 2,39]

$ 10,30
617
147
904

$ 1197t

$ 20,65



December 31

2013 2012 January 1, 2012
8) Consolidated tax return payables (par
current tax liabilities)
Parent compat $ 297,52 $ 750,14 $ 6,16]
9) Other payable (part of payabl
Sister companit $ - $ 6,22¢ $ -
10) Accrued expenses (part of payak
Sister companit $ - $ - $ 7,967
11) Guarantee depits received (part of otht
financial liabilities)
Parent compar $ 1,47 $ 1,43: $ 1,43:
Sister companit 7,72¢ 7,47 7,47
$ 9,19¢ $ 8,91 $ 8,91
12) Unearned revenue (part of otl
liabilities)
Parent compar $ 91( $ 91C $ 91C
Sister companit 2,57: 2,64¢ 2,60(
$ 3,48 $ 3,55¢ $ 351

December 31

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.

For the Year Ended December 31

2013 2012
13) Income from investment properties (part of otianinterest
gains, net)
Parent company $ 5,497 $ 5,46(
Sister companies 28,84« 28,37¢
$ 34,34 $ 33,83t
14) Rental income from operating assets (part leérot
noninterest gains, net)
Parent company $ 12C $ 13¢
Sister companies 5,65¢ 6,54¢
$ 577€ $ 6,68t
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C.

For the Year Ended December 31

2013 2012
15) Donation (part of general and administrativpesses)
E.SUN Volunteer & Social Welfare Foundation $ 28,69: $ 20,97¢
16) Other (part of general and administrative espsh
Parent company $ 61,53 $ 57,88¢
Sister companies 14,34¢ 14,34¢
Others 1,184 1,115

$ 77063 $ 73,34¢
The above donation is for E.SUN Volunteer & Soviadifare Foundation’s social welfare charity.

17) Directors as credit guarantors

Rate of
Interest Rate Guarantee
Amount (%) Service Fee (%)
December 31, 2013 $ 54,66 1.262-2.17 -
December 31, 2012 $ 178,00( 1.31€2.17 -
January 1, 2012 $ 155,25( 1.261-2.17 -

18) In August 2012, E.SUN Volunteer & Social We#fedfoundation entrusted some properties to the
Bank. The Bank charged $71 thousand and $15 thdugaart of service fee income, net)
accordingly in 2013 and 2012.

The Bank has operating lease contracts with relgaeties, which cover certain office spaces within
the Bank’s building. The monthly or quarterly r&@st which had been prepaid by the lessees,
were based on rentals for buildings near the Bank.

The interest rates shown above are similar to, ppraximate, those offered to third parties.
However, the interest rates for saving depositemito managers of the Bank are the same as the
interest rates of employees’ savings deposits wihtertain amount.

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

Salaries, bonuses and remuneration to main reameay
The salaries, bonuses and remuneration to thetalissgnd other main management for the years ended

December 31, 2013 and 2012, are summarized asviollo
For the Year Ended December 31

2013 2012
Salaries and other short-term employment benefits $ 143,47 $ 133,18t
Post-employment benefits 88¢ 89t
Interest arising from the employees’ preferentids in excess
of normal rates 395 418

$ 144,75t $ 134,50:
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37. PLEDGED ASSETS
a. In addition to those mentioned in other notes pledged assets were as follows:

December 31 December 31

2013 2012 January 1, 2012
Financial assets at f value through profit o
loss (bonds and securities at face value) $ 15,098,440 $ 467,803 $ 389,688
Receivables (bonc 1,60( 2,00( 9,90(
Available-for-sale financial assets (bonds
face value) 1,078,586 316,870 51,000
Held-to-maturity financial assets (bonds
securities at face value) 1,628,076 16,329,080 22,936,936
Other financial asse 74k 72€ 757
$ 17,807,44 $ 17,116,47 $ 23,388,28

As of December 31, 2013, December 31, 2012 andadpriy 2012, the foregoing bonds and securities,
with aggregate face value of $10,000,000 thous&hd,000,000 thousand, and $10,900,000 thousand,
respectively, had been provided as collateralglfgrterm overdraft to comply with the clearing gyst
requirement of the Central Bank (CB) of the Repubfi China for real-time gross settlement (RTGS).
The unused overdraft amount at day’s end can &doehted as the Bank’s liquidity reserve.

The Bank is authorized by the CB to act as a natibeasury agent bank. For its role as CB’s agent
and for covering its call loans from the CB, thenBdad provided collaterals consisting of secisitie
with aggregate face values of $5,000,000 thousd®@®00,000 thousand and $10,300,000 thousand as
of December 31, 2013, December 31, 2012 and Jariya2912, respectively. It had also provided
other securities as collaterals for operating neseand for meeting the requirements for judiciary
provisional seizure.

b. To expand its capital sourcing and enhanceiqtsdity position, the Bank’s Los Angeles Branch
obtained access privileges at the Discount Windbthie 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, 2013 $ - $ -
December 31, 2012 15,41 10,38¢
January 1, 2012 10,10( $ 8,997
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38. CONTINGENCIES AND COMMITMENTS

In addition to those mentioned in other notes cihringencies and commitments were as follows:

a. E.SUN Bank

1)

2)

3)

Lease agreements on premises occupied by thiesBaranches are operating lease. Rentals are
calculated on the basis of the leased areas amqbhgable monthly, quarterly or semiannually. As
of December 31, 2013, refundable deposits on themses totaled $985,478 thousand (part of
refundable deposits). Minimum future annual rentak as follows:

December 31 December 31

2013 2012 January 1, 2012
Within one yee $ 627,15t $ 541,84 $ 537,54
One to five yeal 1,482,04. 1,367,40 1,344,25«
Over five year 18,28 37,40: 54,41

$ 2,127.48 $ 1,946,65 $ 1,936,21.
The lease payments recognized as expenses arasfo

For the Year Ended December 31

2013 2012
Minimum lease payments $ 480,299 $ 458,464
Contingent rentals 2,314 1,079

$ 482,613 $ 459,543

Lease agreements on investment properties olpedtie Bank and rent to others are operating

lease. Rentals are calculated on the basis dé#sed areas and are receivable monthly, quarterly
or semiannually. The lessees have no preemptiyrsrito buy properties at the end of the lease
agreements. As of December 31, 2013, refundabpmsits on these leases totaled $10,929

thousand (part of guarantee deposits received)ninMim future annual rentals are as follows:

December 31, December 31,

2013 2012 January 1, 2012
Within one year $ 35,64¢ $ 42,29¢ $ 45,29:
One to five years 22,19 45,18( 81,51¢

$ 57,84 $ 87.47¢ $ 126,81(

Agreements on the acquisition and decoratiomwldings and various purchases related to the
improvements of existing premises occupied by theks branches amounted to approximately
$503,014 thousand. As of December 31, 2013, thmiréeng unpaid amount was approximately
$358,018 thousand.
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b. Union Commercial Bank (UCB)

1) Lease agreements on premises occupied by UCBpamating lease. As of December 31, 2013,
refundable deposits on these leases totaled $2tb@Gsand (part of refundable deposits).
Minimum future annual rentals are as follows:

December 31,
2013

$ 4,401
13,138
3,396

Within one year
One to five years
Over five years

$ 20,935

2) Decoration of buildings and various purchasdated to the improvements of existing premises
occupied by UCB amounted to approximately $40,6#1$and. As of December 31, 2013, the
remaining unpaid amount was approximately $24,865¢and.

39. THE BANK’'S AVERAGE AMOUNT AND AVERAGE INTEREST RATE OF
INTEREST-EARNING ASSETS AND INTEREST-BEARING LIABIL ITIES

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

For the Year Ended December 31

2013 2012
Average Average Average Average
Balance Rate (%) Balance Rate (%)

Interest-earning assets
Cash and cash equivalents and other

financial assets - due from banks 9,966,137 0.44 5,472,248 1.27
Call loans to banks 10,432,01 0.9¢ 6,805,492 0.77
Due from the Central Bank 28,632,12 0.5t 26,160,968 0.59
Held-for-trading financial assets - bonds 1,471,17 2.92 1,467,485 2.54
Held-for-trading financial assets - bills 207,441,67 0.8t 18,253,524 0.74
Financial assets designated as at fair value

through profit or loss - bonds 39,805,681 2.11 34,226,433 2.09
Securities purchased under resell

agreements 56,532 0.74 436,850 0.85
Discounts and loans 790,107,66 2.2¢8 694,206,194 2.29
Receivables on credit cards 18,286,93 12.01 16,843,550 13.38
Available-for-sale financial assets - bonds 76,323,43 1.8z 52,347,172 2.30
Held-to-maturity financial assets 18,193,92 1.3¢ 235,943,249 0.86
Debt instruments with no active market 4,815,722 2.2¢ 4,194,980 3.04
Interest-bearing liabilities
Due to the Central Bank and other banks 56,795,57 0.7¢ 45,534,260 0.83
Financial liabilities at fair value through

profit or loss 910,278 1.42 3,125,000 1.39

(Continued)
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For the Year Ended December 31

2013 2012
Average Average Average Average
Balance Rate (%) Balance Rate (%)
Securities sold under repurchase
agreements $ 5,166,214 0.85 $ 8,789,030 0.66
Demand deposits 255,913,39 0.2¢ 207,641,216 0.22
Savings - demand deposits 301,659,90 0.31 259,389,082 0.30
Time deposits 252,723,44 1.1¢ 263,349,560 1.17
Savings - time deposits 247,368,58 1.3¢ 237,183,341 1.34
Negotiable certificates of deposits 1,571,56! 0.5C 1,675,353 0.57
Bank debentures 47,280,27 1.9¢ 43,736,503 2.05
Principal of structured products 1,560,55 2.5% 1,653,060 1.65
(Concluded)

40. FINANCIAL INSTRUMENTS
a. Fair values of financial instruments
Except as detailed in the following table, the nggamaent considers the carrying amounts of financial

assets and financial liabilities recognized in ¢basolidated financial statements approximate tiagir
values or that the fair values cannot be reasomabhsured.

December 31, 2013 December 31, 2012 January 1, 2012
Carrying Estimated Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value Amount Fair Value
Financial assets
Held-to-maturity financial
assets $ 8,593,699 $ 8,699,175 $ 211,168,563 $ 211,347,422 $ 253,283,859 $ 253,513,119
Debt instruments with no
active market 4,757,310 4,770,533 4,063,185 4,063,185 3,163,239 3,169,296
Financial liabilities
Bank debentures 47,500,000 47,674,560 47,000,000 47,537,501 39,000,000 39,741,888

b. The valuation techniques and assumptions thep@oynuses for determining fair values are as fatow

The fair values of financial assets and finandailities traded on active markets are determivetl
reference to quoted market prices. When markeeprare not available, valuation techniques are
applied.

The financial data obtained by the Company for mgkestimations and assumptions for financial
instrument valuation is consistent with those ubgdother market participants to price financial
instruments.

The Company estimated the fair value of each faiwa@ntract on the basis of the exchange rates
quoted by Reuters on each settlement date. Fdireyvaof interest rate swap contracts and
cross-currency swap contracts are calculated usiegliscounted cash flow method, unless the fair
values of these two types of contracts are providedounter-parties. Fair values of currency aptio
contracts are based on estimates made using thk Btdoles model, binomial method or Monte Carlo
simulation. Fair values of credit default swaptcacts are valuated using the discount spread rdetho
or modified Hull-White model. The fair values aftfires contracts are calculated using the prices
quoted by the futures exchange.
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For valuation of debt instruments with no activerkeg, the fair value is determined on the basithef
discounted cash flow method. The Company usesaulit rate approximating the rate of return of
financial instruments with similar terms and chégsistics, including the credit risk of the debtdise
residual period during which the fixed interestergrescribed by contracts is accrued, the residual
period for principal repayments, and the type afency (New Taiwan dollar, U.S. dollar, etc.) to be
used for payments. As of December 31, 2013, Deeedb, 2012 and January 1, 2012, the discount
rates used ranged from 0.388% to 2.336%, from 0.449%.7005% and from 0.401% to 1.83%,
respectively, for the New Taiwan dollar and from@%6 to 3.851%, from 0.10% to 2.717% and from
0.13% to 2.606%, respectively, for the U.S. dollar.

If there are trade prices or prices quoted by majarket players, the latest trade prices and quoted
prices are used as the basis for evaluating tmevédiie of debt instruments with no active market,
which are classified as other financial assetsemitlse, the Company uses the foregoing valuation
techniques to determine fair value.

The fair value hierarchies of the Company’siiitial instruments as of December 31, 2013, December
31, 2012 and January 1, 2012 were as follows:

December 31, 2013

Total Level 1 Level 2 Level 3
Nonderivative financial instruments
Assets
Financial assets at fair value thraugrofit or
loss
Held-for-trading financial assets
Stocks $ 135,91: $ 135,91 $ - $ -
Debt instruments 2,370,47 2,370,47 - -
Others 232,898,06 150,26 232,747,79 -
Financial assets designated as at fair value
through profit or loss 41,515,861 7,319,320 34,196,541 -
Available-for-sale financial assets
Stocks 1,300,33: 1,300,33 - -
Debt instruments 69,856,82 60,580,27 9,247,641 28,91¢
Derivative financial instruments
Assets
Financial assets at fair value through profi
loss 6,278,175 103,780 6,168,810 5,585
Liabilities
Financial liabilities at fair value through
profit or loss 5,838,296 - 5,832,711 5,585

December 31, 2012

Total Level 1 Level 2 Level 3
Nonderivative financial instruments
Assets
Financial assets &ir value through profit ¢
loss
Held-for-trading financial assets
Stocks $ 159,029 $ 159,029 $ - $ -
Debt instruments 1,042,015 1,042,015 - -
Others 21,705,925 40,850 21,665,075 -
(Continued)
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December 31, 2012

Total Level 1 Level 2 Level 3
Financial assets designated as at fair value
through profit or loss $ 34,013,740 $ 4,372,148 $ 29,641,592 $ -
Available-for-sale financial assets
Stocks 245,774 245,774 - -
Debt instruments 75,909,233 63,352,976 12,302,839 253,418
Liabilities
Financial liabilities at fair value through
profit or loss 2,921,861 - 2,921,861 -
Derivative financial instruments
Assets
Financial assets at fair value through profi
loss 4,325,721 51,266 4,268,014 6,441
Liabilities
Financial liabilities at fair value through
profit or loss 4,056,896 109 4,050,346 6,441
(Concluded)
January 1, 2012
Total Level 1 Level 2 Level 3
Nonderivative financial instruments
Assets
Financial assets at faialue through profit @
loss
Held-for-trading financial assets
Stocks $ 138,471  $ 138,471  $ - $ -
Debt instruments 840,958 840,958 - -
Others 14,273,521 1,087,318 13,186,203 -
Financial assets designated as at fair value
through profit or loss 32,590,618 3,536,138 29,054,480 -
Available-for-sale financial assets
Stocks 486,921 486,921 - -
Debt instruments 52,373,844 39,582,492 8,121,106 4,670,246
Liabilities
Financial liabilities at fair value through
profit or loss 3,252,437 - 3,252,437 -
Derivative financial instruments
Assets
Financial assts at fair value through profit
loss 4,407,368 103,517 4,294,523 9,328
Liabilities
Financial liabilities at fair value through
profit or loss 4,603,265 169 4,593,768 9,328
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1) Level 1 - quoted prices (unadjusted) in activarkats for identical assets or liabilities. Active
markets are defined as markets with all of theofeihg characteristics: (i) the products traded in
the market are homogeneous, (ii) willing parties available anytime in the market, and (iii) price
information is available to the public.

2) Level 2 - inputs other than quoted prices inetligvithin Level 1 that are observable for the asset
liability, either directly (i.e., as prices) or inekctly (i.e., derived from prices).

3) Level 3 - inputs not based on observable mat&&t (unobservable inputs).
Other information on financial assets and liibg in Level 3 in 2013 and 2012 is as follows:

December 31, 2013

(In Thousands of New Taiwan Dollars)

Valuation Gains (Losses) Amount of Increase Amountf Decrease
Beginning In Other Ending
Items Balance In Net Comprehensive Purchase or | Transfer to Sale or Transfer Balance
Income | Issuance Level 3 Disposal | from Level 3
ncome
Assets
Financial assets at fair value
through profit or loss
Held-for-trading financial
assets $ 6,441 $ (856) - $ - $ $ - $ - $ 5,585
Available-for-sale financial assgts 253,418 - 7,820 - (232,320) - 28,918
Liabilities
Financial liabilities at fair value
through profit or loss
Held-for-trading financial
liabilities 6,441 (856) - - - - - 5,585
December 31, 2012
(In Thousands of New Taiwan Dollars)
Valuation Gains (Losses) Amount of Increase Amount of Decrease
Beginning In Other Ending
Iltems Balance In Net Comprehensivg Purchase or | Transfer to Sale or Transfer Balance
Income Issuance Level 3 Disposal | from Level 3
Income
Assets
Financial assets at fair value
through profit or loss
Held-for-trading financial
assets $ 9,328 $ (2,887 - % - % $ -1 $ - % 6,441
Available-for-sale financial assets 4,670,246 - (8,375) - (4,408,453 - 253,418
Liabilities
Financial liabilities at fair value
through profit or loss
Held-for-trading financial
liabilities 9,328 (2,887) - - - - - 6,441

Information on financial assets designated &siravalue through profit or loss that should begimally
measured at amortized cost is as follows:

December 31  December 31
2013 2012 January 1, 2012

Carrying amounts of debt instrients

designated as at fair value through profit or

loss $ 237,947 $ 231,391 $ 241,376
Maximum amount of exposure to credit ris

net of effect of credit derivative

instruments 237,947 231,391 241,376
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Change in Fair

Values Change in Fair
Resulting from Values of
Credit Risk Related Credit
Variations Derivatives
Change in amount in the period
For the Year Ended December 31, 2013 $ (206 $ 3,37¢
For the Year Ended December 31, 2012 $ 12,86¢ $(10,45)
Accumulated amount of change
As of December 31, 2013 $ (810 $ (2,10))
As of December 31, 2012 $ (609 $ (5,486
As of January 1, 2012 $(13,46%) $ 4,96¢

The change in fair value of debt instruments dextiph as at fair value through profit or loss resglt
from credit risk variation is the difference betwebe total change in fair value and the chandaiin
value due to market risk variations of these de$triments. The change in fair value resultingnfro
market risk variations is calculated using the hemark yield rate plus a fixed credit spread. Tdie f
value of debt instruments is the present valueutfré cash flows discounted by the benchmark yield
rate quoted in the market as of the balance statetpius the credit spread estimated using theeisite
rates of the debt issuers’ financial assets wittilar maturities.

As of the balance sheet dates, the debt instrundesignated as at fair value through profit or luege
no concentration of credit risk. The carrying amtsuare the maximum exposure to credit risks of
these debt instruments.

Information on the financial liabilities desiged as at fair value through profit or loss is@ofvs:

December 31 December 31

2013 2012 January 1, 2012
Difference between carrying amounts and
amounts due on maturity
Fair valut $ - $ 2,921,86 $ 3,252,43
Amounts due on maturi - 2,900,00 3,200,00
$ - $ 21,86: 52,43,
Change in Fair
Values
Resulting from
Credit Risk
Variations
Change in amount in the period
For the Year Ended December 31, 2013 5 -
For the Year Ended December 31, 2012 $ 13
Accumulated amount of change
As of December 31, 2013 $ (419
As of December 31, 2012 $ (419
As of January 1, 2012 $ (432
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The change in fair value of structured productsiltes from credit risk variation is the difference
between the total change in fair value and the gban fair value due to market risk variations o t
structured products. The change in fair valueltiesufrom market risk variations is calculatedngsi
the benchmark yield rate plus a fixed credit spreathe fair value of structured products is thespre
value of future cash flows discounted by the berafinyield rate quoted in the market as of the
balance sheet date plus the credit spread estimaid) the interest rates of the debt issuers’
borrowings with similar maturities.

Information on financial risk management

1)

2)

Risk management

The Bank established the risk management divisiodraw up the principles and policies of risk

management to be followed by each department,docdamate and monitor the enforcement of risk

management policies of each department, and tbetate whether proposals brought up by each
risk-based unit to deal with a variety of issuas aritable for the Bank.

Credit risk

Credit risk refers to the Company’s exposure tariirial losses due to inability of customers or
counter-parties to meet the contractual obligationdinancial instruments. Credit risk exists in
both on- and off- balance sheet items. The onAgalaheet exposure to credit risks is mainly in
loans and the credit card business, due from dihBks, call loans to other banks, investment in
debt instrument and derivatives. The off-balanbees exposure to credit risks is mainly in
financial guarantees, acceptance, letter of craditsloan commitments.

To ensure its credit risks fall within the acceptabange, the Company has stipulated in the
Guidelines for Credit Risk Management that for #ie products provided and businesses
conducted, including all on- and off-balance shitsactions in the banking and trading books, the
Company should make a detailed analysis to idemtifigting and potential credit risks. Before
launching new products or businesses, the Compasyres compliance with all applicable rules
and regulations and identifies relevant creditgiskFor sophisticated credit extensions, such as
accounts receivable factored without recourse aeditcderivative instruments, etc., the Company
also requires the use of a certain risk managesystém described in related rules and guidelines.
The assessment of asset qualities and provisiopdssible losses of the overseas operating units,
unless regulated by the local authorities, arecitoedance with the Company’s risk management
policies and guidelines.

The measurement and management of credit risks fh@mCompany’s main businesses are as
follows:

a) Loans and credit card business (including l@anmitment and guarantees):

Credit assets are classified into five categorids. addition to normal credit assets that are
classified as sound assets, the unsound assetdaasified, on the basis of the valuation of
collaterals and the length of time the paymentsobmec overdue, as special mention,
substandard, with collectability high doubtful andcollectible. The Company also set up
policies for the management of doubtful credits tr@collection of overdue debts to deal with
collection problems.

For risk management purposes, the Company rateg guealities (by using an internal rating

model for credit risk, a credit score table, etn.)accordance with the nature and scale of a
business.
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With the use of statistical method and judgmenekyerts, the Company has developed a credit
rating model for clients. The Company reviews thedel periodically to examine if the
outcome matches reality and adjusts each paranwetgptimize the result. Except the petit
credits and residential mortgages, which are asddssusing the credit rating model, consumer
loans are assessed individually for default risks.

The Company classifies the credit qualities of ooage loans as strong, medium and weak.
The Company evaluates the credit rating of borrewatrleast once a year. In addition, to
ensure the estimates used are reasonable and ® soak the outcome calculated matches
reality, the Company annually conducts validityt sd back testing on the models using data
on customers’ actual defaults.

b) Due from and call loans to other banks

The Company evaluates the credit status of coyadres before deals are closed. The
Company grants different limits to the counter-jgarbased on their respective credit ratings as
suggested by domestic and foreign credit ratingtutss.

¢) Investment in debt instruments and derivatives

The Company identifies and manages credit risken fdebt instruments through the use of
external credit ratings of the debt instrumentsglavith the evaluation of credit qualities of
bonds, regional conditions and counter-party risks.

The other banks with which the Company conductgvaive transactions are mostly
considered investment grade. The Company monitoescredit limits (including lending
limits) by counter-parties. The credits extendedcbunter-parties that are not rated as
investment grade are assessed case by case. eldies @xtended to counter-parties who are
general customers are monitored in accordance thithrelated contract terms and conditions
and the credit limits for derivatives establishesormal credit granting processes.

The Company classifies the debt instruments anglatares into different categories, which are
mainly based on the credit ratings provided by reriecredit agencies (Moody's, S&P, Fitch or
Taiwan Ratings).

The Company has a series of measures for creditiggato reduce credit risks. One of the
procedures is asking for collaterals from the bees. To secure the debt, the Company manages
and assesses the collaterals following the proesdilmat determine the scope of collateralization
and valuation of collaterals and the process opadigion. In credit contracts, the Company
stipulates the security mechanism for debts; thalitions and terms for collaterals; and the terms
and conditions of offsetting to state clearly thia@ Company reserves the right to reduce the
granted quota, to reduce the repayment periodetoadd immediate settlement or to offset the
debts of the borrowers by their deposits in the @amy in order to reduce the credit risks. The
requirements for collaterals for other non-credisinesses depend on the nature of the financial
instruments. Asset-backed securities and simiteantial instruments are required to provide a
pool of underlying financial assets as collaterals.

To avoid the concentration of credit risks, the @amy has included credit limits for a single

counter-party and for a single group in its creditted guidelines. The Company has also
included credit limits for an individual (entityhd for related enterprises (group) in the guidaline

for investment and regulations for risk control @guity investments. To manage the
concentration risk on the assets, the Companyreditdimits by industry, conglomerate, country,

transactions collateralized by stocks, and othéegmaies and integrated within one system the
supervision of concentration of credit risk in thestegories.
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The Company settles most of its transactions assgeonounts. For further reduction of credit
risks, settlement netting is used for some coupdgties or some circumstances where the
transactions with counter-parties are terminatesitduefaults.

The maximum exposures of assets on the consolidsdéshce sheets to credit risks without
consideration of guarantees or other credit enfoecg instruments approximate the assets’
carrying amounts. The maximum exposures of offubed sheet items to credit risks without
consideration of guarantees or other credit enfoer# instrument are stated as follows:

December 31 December 31

2013 2012 January 1, 2012
Loan commitments issu $ 482,520,11  $ 393,773,33  $ 344,059,55
Credit card commitmer 266,608,61 270,578,34 217,979,70
Letters of credit issued yet unu: 11,172,69 11,016,36 9,080,84
Other guarante 13,753,43 10,507,21 11,023,24

The management of the Company believes its alidityninimize the credit risk exposures of the
off-balance sheet items is mainly attributed toritgrous evaluation of credit extended and the
periodic reviews of these credits.

Concentration of credit risk exists when countatipa to financial transactions are individuals or

groups engaged in similar activities or activilieshe same region, which would cause their ability
to meet contractual obligations to be similarlyeafed by changes in economic or other conditions.
Group or industry, regions and collaterals thatenH)% or more of total outstanding loans were as
follows:

Credit Risk Profile by
Group or Industry

Natural person
Manufacturing

December 31, 2013

December 31, 2012

January 1, 2012

Amount %
$ 412,515,544 48
217,199,784 25

Amount %
$ 374,854,505 49
199,732,382 26

Amount %
$ 341,328,300 50
186,020,462 27

Credit Risk December 31, 2013 December 31, 2012 January 1, 2012
Profile by Regions Amount % Amount % Amount %
Domestic $ 760,132,57 88 $ 689,626,56 91 $ 620,391,87 91
Credit Risk December 31, 2013 December 31, 2012 January 1, 2012

Profile by Collaterals Amount % Amount % Amount %
Unsecured $ 250,440,73 29 $ 222,615,88 29 $ 200,191,57 29
Secured

Real estate 508,982,62 59 451,193,27 59 399,251,33 59

Some financial assets held by the Company, sucbass and cash equivalents, due from the
Central Bank and call loans to other banks, fir@nassets at fair value through profit or loss,
securities purchased under resell agreements dnddedble deposits, are exposed to low credit
risks because the counter-parties have ratherdnagtit ratings.
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In addition to the above assets, credit qualityyaes on other financial assets are as follows:

a) Credit quality analysis on discounts, loans ioeivables

Provision for Impairment Losses|
Neither Past | Past Due But Total ©) Wih N Net
December 31, 2013 Due Nor Not Impaired Impaired (C) (A)+(B)+(C) With Objective Obl'ecti\?e (A)+(B)+
Impaired (A) (B) Evidence of Evi d]ence of (C)-(D)
Impairment Impairment
Receivables
Credit cards $ 34,456,700 $ 636,891| $ 1,952,555| $ 37,046,146| $ 686,728 $ 950,950| $ 35,408,468
Others 20,849,005 16,470 49,295 20,914,770 24,216 205,642 20,684,912
Discounts and loans 829,473,376 3,620,759 4,622,078 837,716,213 1,123,695 8,083,764 828,508,754
Provision for Impairment Losses|
Neither Past | Past Due But Total ©) With No Net
December 31, 2012 Due Nor Not Impaired | Impaired (C) (A)+B)+(C) With Objective Obl'ective (A)+(B)+
Impaired (A) (B) Evidence of | o d‘ence o (C)-(D)
Impairment -
Impairment
Receivables
Credit cards $ 33,257,454 $ 727,522 $ 1,821,546| $ 35,806,522| $ 714,560 $ 679,581 | $ 34,412,381
Others 9,710,151 13,801 31,248 9,755,200 10,611 98,022 9,646,567
Discounts and loans 737,076,142 2,906,755 3,866,739| 743,849,636 1,345,545 6,981,600| 735,522,491
Provision for Impairment Losseg
Neither Past | Past Due But Total @) With N Net
January 1, 2012 Due Nor Not Impaired | Impaired (C) (A)+B)+(C) With Objective Obl'ecti\?e (A)+(B)+
Impaired (A) (B) Evidence of Evi d]ence of (C)-(D)
Impairment ;
Impairment
Receivables
Credit cards $ 30,283,315 $ 740,646| $ 1,765,868 $ 32,789,829 $ 656,008 $ 294,559| $ 31,839,262
Others 10,178,300 10,858 333,956 10,523,114 292,270 176,209 10,054,635
Discounts and loans 657,386,150 2,330,683 3,176,669| 662,893,502 828,349 5,922,821| 656,142,332

b) Credit quality analysis on discounts and loaegher past due nor impaired (based on credit
ratings of clients)

Neither Past Due Nor Impaired

December 31, 2013

Strong Medium Weak Total

Consumer loans

Residential mortgage $ 110,711,4965 130,829,611 $ 5,914,181| $ 247,455,288

Petit credit 10,185,228 33,709,941 3,324,247 47,219,416

Others 51,375,80( 60,711,634 2,744,483 114,831,917
Corporate loans

Secured 77,333,53f 89,697,903 14,703,110 181,734,550

Unsecured 124,774,554 106,617,876 6,839,775 238,232,205
Total $ 374,380,615 $ 421,566,965 $ 33,525,796 $ 829,473,376

Neither Past Due Nor Impaired

December 31, 2012

Strong Medium Weak Total

Consumer loans

Residential mortgage $ 103,304,18% 127,239,949 $ 5,741,747 $ 236,285,885

Petit credit 9,183,334 20,137,867 7,048,435 36,369,635

Others 43,646,282 53,772,543 2,425,902 99,844,727
Corporate loans

Secured 60,827,826 78,164,474 14,346,840 153,339,140

Unsecured 121,608,935 82,884,433 6,743,387 211,236,755
Total $ 338,570,568 $ 362,199,2660 $ 36,306,311 $ 737,076,142

-68 -



Neither Past Due Nor Impaired
January 1, 2012 Strong Medium Weak Total

Consumer loans

Residential mortgage $ 54,262,014% 169,450,204 $ 7,682,298 $ 231,394,516

Petit credit 1,887,494 22,583,113 3,368,536 27,839,143

Others 21,757,20% 67,962,743 3,080,337 92,800,285
Corporate loans

Secured 43,775,992 76,886,656 9,921,880 130,584,528

Unsecured 78,560,230 88,604,666 7,602,782 174,767,678
Total $ 200,242,935 $ 425,487,382 $ 31,655,833 $ 657,386,150

Credit quality analysis on securities

Neither Past Due Nor Impairec Past Due But Impaired Total Provision for e
December 31, 2013 Above A+ A-BBB- BelowBB+ | Subtotal (&) | N "("Bp)a”ed © A)+@)+(C) |MPAIMENtLOSS| (), @)+(c)-(D)
Available-for-sale financial ass¢
Bond $ 46,293,30 $ 22,297,111 $ 1,266,40 $ 69,856,128 $ - $ - $ 69,856,82 $ - $ 69,856,82
Equities 747,65( 206,05 346,62 1,300,33 - - 1,300,33 - 1,300,33
Held-to-maturity financial asse
Bond: 7,525,97 544,50; 21,44 8,091,91 - 4¢4,33% 8,586,25 52,12¢ 8,534,12
Othels 59,57¢ - - 59,57¢ - - 59,57¢ - 59,57¢
Other financial asse
Bond: 605,21 1,675,43 2,576,66 4,757,31 - - 4,757,31 - 4,757,31
Equities - - 496,831 496,831 - 44,16« 541,000 19,90( 521,100
Neither Past Due Nor Impairec Past Due But Impaired Total Prqviswon for Net
December 31, 2012 Above A+ nges- | selowssr | subtotar ) | NOU'TRATe © @+EHC) | ()4(@)+(C)0)
Available-for-sale financial ass¢
Bond: $ 73,237,90 $ 2,671,33 - $ 75,909,23 $ - $ - $ 75,909,23 $ - $ 75,909,23
Equities 22,72« - 223,05 245,77. - - 245,77 - 245,77.
Held-to-maturity financial asse
Bond 8,938,96 - 24,13: 8,963,009 - 481,91¢ 9,445,01 50,82( 9,394,19
Othels 201,774,36 - - 201,774,36 - - 201,774,36 - 201,774,36
Otheifinancial asse
Bond: 2,866,73 696,961 499,481 4,063,18 - - 4,063,18 - 4,063,18
Equities - - 322,48 322,48 - 20,097 342,58 14,00( 328,58(
Neither Past Due Nor Impared Past Due But Impaired Total F'ro_viswon for Net
January 1, 2012 Above A+ A-BBB- BelowBB+ | Subtotal (&) | O 'r("Ef)a”eE’ © (A)+B)+(C) 'mpa'"z‘g)“‘ LOSS| ()4 (B)+(C)(D)
Available-for-sale financial asse
Bond: $ 46,449,20 $ 1,263,64 $ 4,66(,99¢ $ 52,373,84 $ - $ - $ 52,373,84 $ - $ 52,373,84
Equities 157,88: - 329,03 486,92: - - 486,92. - 486,92:
Held-to-maturity financial asse
Bond: 17,534,05 - 29,77¢ 17,563,82 - 502,46¢ 18,066,29 52,987 18,013,30
Othels 235,270,55 - - 235,270,55 - - 235,270,55 - 235,270,55
Other financial asse
Bond: 1,220,28 1,119,39 823,56: 3,163,23 - - 3,163,23 - 3,163,23
Equities - - 322,48 322,48 - 29,77( 352,25 23,670 328,58(

The processing delays by the borrowers and othaiirestrative reasons may cause financial
assets to become past due but not impaired. Agsedefn the internal rules governing the
Company’s risk management, financial asset thapasé due within 90 days are not deemed as
impaired, unless there are other evidences thatatalimpairment.

The vintage analysis of financial assets that as¢ gue but not impaired is as follows:

December 31, 2013
Item Past Due Up to] Past Due by
1 Month 1-3 Months

Total

Receivables
Credit cards $ 485,71 $ 151,17¢ $ 636,89
Others 11,63¢ 4,83¢ 16,47(

Discounts and loans
Consumer loans

Residential mortgage 895,43: 145,17! 1,040,61
Petit credit 720,271 169,22¢ 889,50:
Others 305,39 24,36 329,75
Corporate loans
Secured 501,39: 517,12: 1,018,51.

Unsecured 318,85: 23,52¢ 342,37t
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December 31, 2012
Item Past Due Up to] Past Due by Total
1 Month 1-3 Months
Receivables
Credit cards $ 506,877 $ 220,645 $ 727,522
Others 8,965 4,836 13,8011
Discounts and loans
Consumer loans
Residential mortgage 857,360 104,146 98l , -
Petit credit 444,606 193,387 637,993
Others 330,279 28,943 359,222
Corporate loans
Secured 625,908 41,424 667,332
Unsecured 242,521 38,18[L 280,702
January 1, 2012
Item Past Due Up to] Past Due by Total
1 Month 1-3 Months
Receivables
Credit cards $ 531,305 $ 209,341 $ 740,646
Others 7,306 3,552 10,858
Discounts and loans
Consumer loans
Residential mortgage 1,142,518 151,863 94,381
Petit credit 340,767 128,593 469,360
Others 217,250 34,937 252,187
Corporate loans
Secured 93,084 20,402 113,486
Unsecured 153,516 47,758 201,269

3) Market risk

Market risk refers to the risk of fluctuation iretffair values or the future cash flows of the amd a
off-balance sheet instruments held by the Compasoalise of market price changes. The risk
factors which cause market price changes usuatlijjidie interest rates, exchange rates, and the
prices of equity securities and commodities. Cleanmn these risk factors will cause risk of
fluctuation in the net income or in the value oféatment portfolio of the Company.

The main market risks the Company faces are thes & equity securities, interest rates, and
exchange rate risks. The equity securities exptsatarket risks mainly include stocks listed on
the Taiwan Stock Exchange or traded on the TaiwaT & Securities Market or Emerging Stock
Market and stock index futures in Taiwan; the mstents exposed to interest rate risk mainly
include bonds and interest rate derivatives sudheasixed-for-floating interest rate swap; and the
instruments exposed to exchange rate risk maintudte the consolidated positions of the
investment held by the Company, such as the dam@stdenominated in foreign currency and
foreign-currency bonds.

The Bank monitors the market risk positions andttierable loss of the Bank in accordance with
the goals of risk management and the amount liautlorized by the board of directors.

The Bank has set up market risk information syst@meffectively monitor the management of
amount limits on financial instruments, to evalu#ite profit and loss, to conduct sensitivity
analysis, stress test and calculation of valueiskt (VaR), etc. The result is reported in the
meetings of risk management and to the board ettdirs as their reference for making managerial
decisions.
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The Company mainly divides the positions exposechdoket risks into investment portfolios held
for trading and investment portfolios not held foading. The portfolios are monitored by the
Risk Management Division, and the management esukt reported regularly to the board of
directors and the supervisors of each division.

The business units and the risk management unitls loentify market risk factors for the
Company’s exposed positions in order to measur&kenhaisks. Market risk factors refer to the
factors that affect interest rates, exchange ratesvalues of held financial instruments such as
equity securities, etc. The Company analyzes rigact of risk factors on its holding positions,
profit or loss, negative result of stress testsimmity, VaR, etc., and measures the levels within
which the investment portfolios and equity secesitmight suffer from interest rate risks, exchange
rate risks, etc.

The risk management division reports regularly e board of directors the achievement of
management objectives on market risks, the cowfrdlolding positions and profit and loss, the
sensitivity analysis, the stress test, the valugsktof equity securities, etc. for their undensting

of the Bank’s market risk control. The Bank alsis lrsound mechanisms for reporting and set
limits and stop-loss regulations for all the tranigms. If a trade reaches the stop-loss lim#, th
stop-loss will be executed immediately. Traded tha not follow the stop-loss rule should be
reported to the management for their approval,thedeasons for their noncompliance as well as
corresponding strategies should also be presentbd imanagement.

The Bank uses the VaR model and stress tests boagwaisks on investment portfolios for trading.

The Bank also assesses market risks and evalbatesaximum expected loss of positions through
making assumptions on changes in various markelitons. The board of directors set amount
limits based on the VaR. The whole risk managenpeatess is monitored daily by the Risk

Management Division.

VaR statistically estimates the potential losshef positions due to adverse market movements. It
is the “maximum potential loss” the Bank may sufféthin a certain confidence interval (99%), so

it is still probable that the actual loss is largean the VaR to some extent. VaR model assumes
that the Bank holds the positions at least fomtir@mum holding periods (10 days) before they can
be settled, and that the market fluctuation ineéhH3 days is similar to that in the past.

The Bank evaluates historical market fluctuatiosdabon historical data in the past two years.
The Bank evaluates the VaR of its holding positioaig the variance/covariance method. The
computation will be used for periodic examinatiamsl verification of assumptions and parameters
used. However, this evaluation method cannot prtelesses from significant market fluctuations.
Information on the VaR of the Bank is as follows:

For the year ended December 31, 2013

Historical Values at Risk December 31,
(99%, 10-day) Average Minimum Maximum 2013

By risk type

Currency $ 1,259,95 $ 855,86 $ 1,671,48 $ 969,90¢
Interest 212,38! 114,91( 405,41( 276,42.
Equity 104,15: 54,80¢ 141,90( 104,99t
Risk diversification (287,70) - - (367,11Y
Total risk exposure $ 1,288,79 $ 984,21.
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4)

For the year ended December 31, 2012

December 31  January 1,

Average Minimum Maximum 2012 2012
By risk type
Currency $ 1,672,043 $ 1,354,233 $ 2,130,189 $ 1,550,986 $ 1,462,163
Interest 134,087 46,647 175,133 121,306 141,587
Equity 81,143 60,171 190,754 61,764 98,373
Risk diversification (200,014) - - (153,310) (258,757)
Total risk exposure $ 1,687,259 $ 1,580,746 $ 1,443,366

Stress test is used to measure the greatest @btlsises of the portfolio of risk assets under the
worst scenarios. It is performed by the Risk Mamagnt Division, and it includes (a) a stress test
on risk factors, in which the stress test is appl@all kinds of risks; and (b) a temporary stress,

in which the stress test is applied to special stwent positions or specific investment areas, for
example, areas where exchange rates fluctuate ticatha The results of stress tests are reported
to the senior management.

For the information of significant foreign finantassets and liabilities, refer to Table 3.
Liquidity risk

Liquidity risk refers to the possibility of finaradi loss resulting from the shortage of funds in
meeting the needs of asset acquisition or debtymgat on maturity. Examples are the
depositors’ withdrawal of deposits before maturdifficulty in raising funds from other banks or
worsening funding conditions due to the fluctuasian specific markets, unstable recovery of
money due to credit defaults, deterioration of tomvertibility of financial instruments, early
termination of interest-sensitive instruments, et€hese situations might result in decrease of cash
inflows from loans, trades and investments. In&sa@xrtreme cases, lack of liquidity may cause
decrease of asset values in balance sheets, disgfoaasets or other situations in which loan
commitments cannot be met. Liquidity risks existll banking operations, and are influenced by
specific events from industries or markets, inahgdbut not limited to credit events, mergers and
acquisitions, systematic risks in the industry atunal disasters.

Liquidity risk management is done by the Money MdrBivision and monitored by the Risk
Management Division. The procedures include (ajntaming daily money market operations
and monitoring future cash flows to ensure the mgetf liquidity requirements; (b) holding an
appropriate amount of readily convertible and higlijuid assets to prevent from unpredictable
events that disrupt cash flows; (c) monitoring figuidity ratios for the balance sheets in
accordance with internal and external policies; &tdmanaging security products during their
remaining maturity periods. Liquidity risk moniteg and reporting are based on the valuation
and prediction of future cash flows from differéaatms to maturity (maturity gap is used by the
Bank as a tool to manage liquidity risk). The peadn of cash flows involves the cash outflows
at the maturity dates of the financial liabiliti@sd the cash inflows at the receipt dates of fiiznc
assets.

For maintaining solvency and meeting the needs roérgency assistance arrangements, the
Company holds cash and high-quality, liquid intetesaring assets. The assets held for liquidity
risk management include cash and cash equivalémsfrom Central Bank and call loans to other
banks, financial assets at fair value through pmafiloss, discounts and loans, available-for-sale
financial assets, held-to-maturity financial assat&l debt instruments with no active market, etc.
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The liquidity reserve ratios of the Bank for Decem013 and 2012 were 26.27% and 29.13%,

respectively.

The Company disclosed the analysis of cash outffowa nonderivative financial liabilities by the
residual maturities as of the balance sheet dafBse amounts of cash outflows are based on
contractual cash flows, so some amounts may notegpond to those that shown in the
consolidated balance sheets.

December 31, 2013 0-30 Days 31-90 Days 91-180 Days 181 Days-1 Year Over 1 Year Total
Due to the Central Bank an
other banks $ 5,441,040 $ 20,333,895| $ 20,361,064 $ 1,507,783 $ 1,839 $ 47,645,621
Securities sold under
repurchase agreements 3,693,728 1,323,741 1,253,739 - - 6,271,208
Payables 13,830,274 446,307 625,584 444,957 52,574 15,399,696
Deposits and remittances 739,124,665 120,547,268 119,146,807 165,749,651 12,913,969 1,157,482,350
Bank debentures 1,000,000 - 6,200,000 40,300,000 47,500,000
Other items of cash outflow
on maturity 437,379 535,710 775,510 91,558 355,154 2,195,311
December 31, 2012 0-30 Days 31-90 Days 91-180 Days 181 Days-1 Year Over 1 Year Total
Due to the Central Bank an
other banks $ 32,803,268 $ 9,986,942| $ 2,079,845 $ 1,782,774 $ $ 46,652,824
Nonderivative financial
liabilities at fair value
through profit or loss 2,910,380 2,910,380
Securities sold under
repurchase agreement 1,051,463 2,120,355 1,771,276 23,792 - 4,966,886
Payables 19,873,614 342,738 517,746 404,230 35,008 21,173,336
Deposits and remittances 627,761,1p2 111,400,334 120,296,225 157,745,282 12,771,632 1,029,974,595
Bank debentures - - 6,000,000 41,000,000 47,000,000
Other items of cash outflow
on maturity 1,342,835 1,756 68,055 1,412,646
January 1, 2012 0-30 Days 31-90 Days 91-180 Days 1 D@&ys-1 Yeaf Over 1 Year Total
Due to the Central Bank
and other banks $ 17,725,038% 14,359,859 $ 1,905,675 $ 4,062,354 $ -| $ 38,052,926
Nonderivative financial
liabilities at fair value
through profit or loss 3,211,764 - - - - 3,211,764
Securities sold under
repurchase agreement 8,981,239 2,608,210 1,672,282 - - 13,261,731
Payables 16,511,897 329,596 426,981 417,224 34,686 17,720,384
Deposits and remittances 560,079,990 118,991,267 114,560,128 156,827,285 12,383,157 962,841,827,
Bank debentures 3 - - 5,000,000 34,000,000 39,000,000
Other items of cash
outflow on maturity 1,803,92 32,904 - - 106,819 1,943,643

The Company assessed the maturity dates of casmittactunderstand the basic

elements of all

derivative financial instruments shown in the cdisted balance sheets. The amounts used in
the maturity analyses of derivative financial lldglgs are based on contractual cash flows, so some
may not correspond to the amounts shown in the otiolased balance sheets. The maturity
analysis of derivative financial liabilities is sdlows:

a) Derivative financial liabilities to be settletraet amount

181 Days-

1 Year Total

December 31, 2013 Over 1 Year

Derivative financial
liabilities at fair value
through profit or loss
Currency $ 14,098 $ 23,545 $ 1,197 $ 38,840
Interest - - - - - -

0-30 Days 31-90 Days 91-180 Dgys

181 Days-

1 Year Total

December 31, 2012

Derivative financial
liabilities at fair value
through profit or loss
Currency
Interest

0-30 Days 31-90 Days 91-180 Dgys Over 1 Year

$ P, $ 9,387

$ 33,185 $ 98,457 $ 146,73p $ 562,183
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January 1, 2012 0-30 Days 31-90 Dayg§  91-180 Days 1?@35' Over 1 Year Total
Derivative financial
liabilities at fair value
through profit or loss
Currency $ 12,323 $ 30,513 $ 53,342 $ w59 $ 782 $ 194,554
Interest - - - - - -
b) Derivative financial liabilities to be settledgross amounts
December 31, 2013 0-30 Days 31-90 Days 91-180 Dgys 1?_1YZZ¥S' Over 1 Year Total
Derivative financial
liabilities at fair value
through profit or loss
Currency derivatives
Cash outflow $ 45,206,824 $ 30,030,705 $ 16,655,401 $ 8,861,377 $ 848,465| $101,602,772
Cash inflow 45,379,434 30,141,354 16,622,951 8,809,013 849,552 101,802,306
Interest derivatives
Cash outflow 22,434 107,432 92,687 308,113 2,718,743 3,249,409
Cash inflow 34,022 116,123 78,520 398,515 2,707,991 3,335,171
Total cash outflow 45,229,258 30,138,137 16,748,088 9,169,490 3,567,208 104,852,181
Total cash inflow 45,413,458 30,257,477 16,701,471 9,207,528 3,557,543 105,137,477
Net cash flow (184,200) (119,340 46,617 (38,038 9,665 (285,296
D L 181 Days-
ecember 31, 2012 0-30 Days 31-90 Days 91-180 Ddys 1 Year Over 1 Year Total
Derivative financial
liabilities at fair value
through profit or loss
Currency derivatives
Cash outflow $ 75,061,05f $ 70,625,460, $ 62,566,099 $ 45,040,912 $ 2,997,469 $ 256,290,997
Cash inflow 74,367,907 69,111,100 60,259,132 42,383,162 2,959,974 249,081,275
Interest derivatives
Cash outflow 13,835 48,298 149,098 405,746 3,608,404 4,225,381
Cash inflow 10,516 46,969 189,810 361,280 3,628,580 4,237,155
Total cash outflow 75,074,89p 70,673,758 62,715,197 45,446,658 6,605,873 260,516,378
Total cash inflow 74,378,428 69,158,069 60,448,942 42,744,442 6,588,554 253,318,430
Net cash flow 696,464 1,515,689 2,266,255 2,702,216 17,319 7,197,948
January 1, 2012 0-30 Days | 31-90 Dayd  91-180 Days 1i1Y22¥5' Over 1 Year Total
Derivative financial
liabilities at fair value
through profit or loss
Currency derivatives
Cash outflow $ 73,661,008 $ 55,558,331 $ 35,217,865 $ 26,554,357| $ 210,286| $191,201,847
Cash inflow 73,030,074 54,314,009 33,740,936 25,060,477 212,327 186,357,828
Interest derivatives
Cash outflow 75,100 45,380 126,579 358,158 6,669,013 7,274,230
Cash inflow 94,521 58,016 111,490 338,137 6,570,958 7,173,122
Total cash outflow 73,736,108 55,603,711 35,344,444 26,912,515 6,879,299 198,476,077
Total cash inflow 73,124,600 54,372,025 33,852,426 25,398,614 6,783,285 193,530,950
Net cash flow 611,504 1,231,686 1,492,018 1,513,901 96,014 4,945,127

The Company conducted the maturity analysis obaf&nce sheet items based on the residual
maturities as of the consolidated balance sheesdatFor the financial guarantee contracts
issued, the maximum amounts of the guaranteesnaheded in the earliest periods that the
guarantee obligation might have been required tofutidled. The amounts used in the
maturity analysis of off-balance sheet items arsetdaon contractual cash flows, so some
amounts may not correspond to those shown in theatiolated balance sheets.

181 Days-

December 31, 2013 0-30 Days 31-90 Days 91-180 Dgys 1 Year Over 1 Year Total
Loan commitments issu¢d$ 25,280,103 $ 66,207,498 $123,021,689 $200,399,106 $ 67,611,714 $482,520,110
Credit card commitments 390,929 427,905 1,488,476 3,100,184| 261,201,121] 266,608,615
Letters of credit issued Y

unused 576,493 2,042,767 3,424,419 4,980,718 148,294 11,172,690
Other guarantees 1,157,976 1,533,676 4,054,780 6,549,520 457,487 13,753,439
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December 31, 2012 0-30 Days 31-90 Days 91-180 Dgys l?_lYZ?r/S' Over 1 Year Total
Loan commitments issu¢d$ 15,833,023 $ 34,321,365 $ 84,907,324 $155,654,782 $103,056,869 $393,773,363
Credit card commitment$ - 170,044 418,805 2,262,126| 267,727,368 270,578,343
Letters of credit issued Y

unused 3,701,037 5,122,705 1,527,060 417,685 247,882 11,016,369
Other guarantees 1,461,901 951,619 1,736,351 4,230,352 2,126,993 10,507,216

January 1, 2012 0-30 Days 31-90 Dayg ~ 91-180 Days 1&;1\(235- Over 1 Year Total
Loan commitments issu¢d$ 14,470,562 $ 39,055,019 $ 75,516,624 $138,992,0221 $ 76,025,328 $ 344,059,555
Credit card commitment$ - 136,988 337,392 1,822,384| 215,682,941 217,979,705
Letters of credit issued Y

unused 2,462,58% 5,839,873 536,470 220,504 21,415 9,080,847
Other guarantees 1,183,908 903,210 2,355,726 3,703,517 2,876,887 11,023,248

41. CAPITAL MANAGEMENT

The two main objectives of capital management ef Bank are (a) meeting the requirements for legal
capital set by the authorities and building anafie system for capital management and (b) batandsk
control and business development under the preafisendertaking risks and earning returns on cépita
and maximizing the stockholders’ profits.

The Banking Law and related regulations require