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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
E.SUN Financial Holding Company, Ltd.

We have audited the accompanying consolidated talaheets of E.SUN Financial Holding
Company, Ltd. and subsidiaries (collectively, tl@gthpany”) as of December 31, 2012 and 2011,
and the related consolidated statements of incatranges in stockholders’ equity and cash flows
for the years then ended. These consolidated diabstatements are the responsibility of the
Company’s management. Our responsibility is toresg an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with the KRumverning the Audit of Financial
Statements of Financial Institutions by CertifiedbFc Accountants, the Rules Governing the
Audit of Financial Statements by Certified Publiccduntants and auditing standards generally
accepted in the Republic of China. Those rulesstaddards require that we plan and perform
the audit to obtain reasonable assurance abouteih#ie consolidated financial statements are
free of material misstatement. An audit includeanaining, on a test basis, evidence supporting
the amounts and disclosures in the consolidateahdial statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well as
evaluating the overall consolidated financial staat presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, based on our audits, the consatddinancial statements referred to in the first
paragraph present fairly, in all material respettg, consolidated financial position of E.SUN
Financial Holding Company, Ltd. and subsidiariesofaDecember 31, 2012 and 2011 and the
results of their operations and their cash flowsth® years then ended, in conformity with the
Guidelines Governing the Preparation of Financiapétts by Financial Holding Companies,
Guidelines Governing the Preparation of Financigh®tts by Public Banks, Guidelines Governing
the Preparation of Financial Reports by Securliess, Guidelines Governing the Preparation of
Financial Reports by Futures Commission Merchamiguirements of the Business Accounting
Law and Guidelines Governing Business Accountingvent to financial accounting standards,
and accounting principles generally accepted irRbpublic of China.



As stated in Note 9 to the consolidated financiatesnents, following the Financial Supervisory
Commission’s letter dated November 21, 2011 (Ref. 2}0010006830), E.SUN Commercial Bank,
Ltd., a wholly owned subsidiary of E.SUN Finandidlding Company, Ltd., raised the coverage
ratio of allowance for possible losses on loansvier 1% in the last quarter of 2011.

March 22, 2013

Notice to Readers

The accompanying consolidated financial statemargsntended only to present the consolidated
financial position, results of operations and cdkiws in accordance with accounting principles

and practices generally accepted in the Republi€Cliha and not those of any other jurisdictions.

The standards, procedures and practices to audih @wnsolidated financial statements are those
generally accepted and applied in the Republiclwh€.

For the convenience of readers, the auditors’ ré@ord the accompanying consolidated financial
statements have been translated into English fiwrotiginal Chinese version prepared and used
in the Republic of China. If there is any confligtween the English version and the original
Chinese version or any difference in the interptietaof the two versions, the Chinese-language
auditors’ report and consolidated financial statertgeshall prevail.



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Par Vale)

ASSETS
CASH AND CASH EQUIVALENTS (Notes 2 and 4)
DUE FROM THE CENTRAL BANK AND CALL LOANS TO OTHER BNKS (Note 5)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LSS, NET (Notes 2,
6 and 33)

SECURITIES PURCHASED UNDER RESELL AGREEMENTS (Nofand 7)
RECEIVABLES, NET (Notes 2, 8 and 33)
DISCOUNTS AND LOANS, NET (Notes 2, 9, 32 and 33)
AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET (Notes 210, 11 and 33)
HELD-TO-MATURITY FINANCIAL ASSETS, NET (Notes 2, 12nd 33)
OTHER FINANCIAL ASSETS, NET (Notes 2, 13 and 33)
PROPERTIES, NET (Notes 2 and 14)
INTANGIBLE ASSETS, NET (Notes 2 and 15)
OTHER ASSETS, NET (Notes 2, 16 and 26)

Idle assets, net

Rentable assets, net

Refundable deposits, net

Operating deposits and settlement funds

Others

Total other assets, net

TOTAL

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

(With Deloitte & Touche audit report dated March 2213)

Percentage
Increase
2012 2011 (Decrease)
Amount Amount %
$ 23,413,593 $ 20,115,766 16
55,855,963 45,016,416 24
61,300,358 52,303,140 17
210,863 29,789 608
48,564,037 46,576,283 4
735,406,720 656,008,834 12
76,668,039 53,524,008 43
211,168,563 253,283,859 a7)
6,137,744 5,143,502 19
16,669,914 15,892,484 5
4,188,907 4,063,447 3
829,168 345,993 140
1,443,721 952,434 52
1,310,973 1,246,880 5
707,330 698,058 1
220,690 290,469 (24)
4,511,882 3,533,834 28
$ 1,244,096,583 $ 1,155,491,362 8

LIABILITIES AND STOCKHOLDERS’ EQUITY
DUE TO THE CENTRAL BANK AND OTHER BANKS (Net17)
COMMERCIAL PAPER ISSUED, NET (Note 18)

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (Notes 2,
6 and 22)

SECURITIES SOLD UNDER REPURCHASE AGREEMENN®tes 2, 6, 10, 12
and 19)

PAYABLES (Notes 2 and 20)
DEPOSITS AND REMITTANCES (Notes 21 and 32)
BONDS PAYABLE (Notes 2 and 22)
OTHER BORROWINGS (Note 23)
OTHER FINANCIAL LIABILITIES (Note 24)
OTHER LIABILITIES (Notes 2, 25, 26 and 29)
Total liabilities
CAPITAL STOCK
Common stock - NT$10.00 par value, authdriz,000,000 thousand shares
in 2012 and 5,000,000 thousand shares in 201ledsand outstanding
5,010,700 thousand shares in 2012 and 4,575,008dhd shares in 2011
CAPITAL SURPLUS
Additional paid-in capital from share isscain excess of par value
From treasury stock transactions
Total capital surplus
RETAINED EARNINGS
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
EQUITY ADJUSTMENTS
Cumulative translation adjustments
Unrealized valuation gains (losses) on finanicisiruments
Net loss not recognized as pension cost
Total equity adjustments
Total stockholders' equity

CONTINGENCIES AND COMMITMENTS (Notes 2 and 34)

TOTAL

Percentage
Increase
2012 2011 (Decrease)
Amount Amount %

$ 46,652,824 $ 38,052,926 23
781,772 951,708 (18)
12,418,221 13,092,263 (5)
4,957,725 13,247,387 (63)
24,469,413 19,676,684 24
1,023,820,129 954,993,962 7
53,300,000 46,500,000 15

- 6,000 (100)

1,403,736 1,934,733 (27)

1,118,754 1,452,003 (23)
1,168,922,574 1,089,907,666 7
50,107,000 45,750,000 10
11,037,847 9,945,193 11
3,382,484 3,382,484 -
14,420,331 13,327,677 8
2,809,899 2,461,465 14
551,166 328,204 68
7,223,652 3,939,312 83
10,584,717 6,728,981 57
(228,429) (5,960) 3,733
295,035 (214,460) 238
(4,645) (2,542) 83
61,961 (222,962) 128
75,174,009 65,583,696 15

$ 1,244,096,583 $ 1,155,491,362 8



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

Percentage
Increase
2012 2011 (Decrease)
Amount Amount %
INTEREST REVENUE (Notes 2 and 32) $ 23,715,847 $ 21,329,592 11
INTEREST EXPENSE (Notes 2 and 32) (9,626,286) (8,641,260) 11
NET INTEREST 14,089,561 12,688,332 11
NET REVENUES AND GAINS OTHER THAN
INTEREST
Service fee and commission income, net (Notes 2
and 27) 7,471,613 6,272,864 19
Gains (losses) on financial assets and liabildiefgir
value through profit or loss (Notes 2 and 6) 498,581 (287,483) 273
Realized gains on available-for-sale financial &sse
(Notes 2 and 11) 1,615,732 169,198 855
Foreign exchange gains, net (Note 2) 266,720 894,706 (70)
Impairment losses on assets (Notes 2, 13 and 16) (61,140) (63,265) 3
Gains on financial assets carried at cost, netg[2pt 129,767 385,186 (66)
Rental income, net 23,328 13,538 72
Gains on disposal of assets, net (Note 2) 26,164 109,910 (76)
Other noninterest gains, net 31,552 22,278 42
Total net revenues and gains other than interest 10,002,317 7,516,932 33
TOTAL NET REVENUES 24,091,878 20,205,264 19
BAD-DEBT EXPENSES (Notes 2 and 9) (2,019,962) (4,540,035) (56)
OPERATING EXPENSES (Notes 2, 26, 28 and 32)
Personnel (6,131,377) (5,347,605) 15
Depreciation and amortization (885,632) (874,937) 1
General and administrative (6,700,988) (5,400,284) 24
Total operating expenses (13,717,997) (11,622,826) 18
CONSOLIDATED INCOME BEFORE INCOME TAX 8,353,919 4,042,403 107
INCOME TAX EXPENSE (Notes 2 and 29) (1,295,683) (558,055) 132
CONSOLIDATED NET INCOME $ 7,058,236 $ 3,484,348 103
ATTRIBUTABLE TO:
Parent company $ 7,058,236 $ 3,484,348 103
(Continued)




E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

2012 2011
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
EARNINGS PER SHARE (NEW TAIWAN DOLLARS;
Note 30)
Basic $ 143 $ 146 $ 078 $ 0.78
Diluted $ 137 $ 139 $ 075 $ 075

The accompanying notes are an integral part ofdinsolidated financial statements.

(With Deloitte & Touche audit report dated March 2213) (Concluded)



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS'

YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

EQUITY

BALANCE, JANUARY 1, 2011
Appropriation of prior year's earnings (Note)
Legal reserve
Dividend
Cash
Stock
Balance after appropriation
Issuance of common stock from bonus to employees

Reclassification of subsidiaries' trading loss res@nd default loss
reserve in place until December 31, 2010 to speesarve

Capital increase in September 2011
Share-based payment for the subscription of neweshzy employees
Consolidated net income in 2011
Change in cumulative translation adjustments
Change in unrealized valuation losses on finanegituments
Change in net loss not recognized as pension cost
BALANCE, DECEMBER 31, 2011
Appropriation of prior year's earnings (Note)
Legal reserve
Special reserve
Dividend
Cash
Stock
Balance after appropriation
Issuance of common stock from bonus to employees
Capital increase in October 2012
Consolidated net income in 2012
Change in cumulative translation adjustments
Change in unrealized valuation gains on financisiruments

Change in net loss not recognized as pension cost

BALANCE, DECEMBER 31, 2012

Note:  For the years ended December 31, 2011 an@, 294 remunerations to directors of $33,360 thedsmd $35,656 thousand, respectively, and bortasemiployees of $100,078 thousand ($99,732 thousaodmmon stock and $346 thousand in cash) ané,868 thousand ($103,364 thousand in common stodk$a,604

Stockholders’ Equity of Parent Company

Capital Stock (Note 31)

Shares

(In Thousands) Common Stock

3,803,300 $ 38,033,000
266,231 2,662,310
4,069,531 40,695,310
5,469 54,690
500,000 5,000,000
4,575,000 45,750,000
228,750 2,287,500
4,803,750 48,037,500
6,950 69,500
200,000 2,000,000
5,010,700 $ 50,107,000

thousand in cash), respectively, were deducted frentonsolidated income statements.

The accompanying notes are an integral part ofdheolidated financial statements

(With Deloitte & Touche audit report dated March 2013)

Capital Surplus

(Notes 2 and 31)

$ 10,578,871

10,578,871

48,674

2,500,000

200,132

13,327,677

13,327,677
30,232

1,062,422

$ 14,420,331

Retained Earnings (Notes 2 and 31)

Legal Reserve

$ 2,069,158

392,307

2,461,465

2,461,465

348,434

2,809,899

$ 2,809,899

Special Reserve

$ 163,969

163,969

164,235

328,204

222,962

551,166

$ 551,166

Unappropriated

Earnings

$ 4,270,241

(392,307)

(760,660)
(2,662,310)

454,964

3,484,348

3,939,312

(348,434)
(222,962)

(915,000)
(2.287,500)

165,416

7,058,236

$ 7,223,652

Equity Adjustments
Unrealized
Valuation
Cumulative Gains (Losses) Net Loss Not
Translation on Financial Recognized as
Adjustments Instruments Pension Cost
(Note 2) (Note 2) (Note 2)
$ (128,172) $ 274,295 $ (19,503)
(128,172) 274,295 (19,503)
122,212 - -
- (488,755) -
- - 16,961
(5,960) (214,460) (2,542)
(5,960) (214,460) (2,542)
(222,469) - -
- 509,495 -
- - (2,103)
$  (228,429) $ 295,035 $ (4,645)

Total
Stockholders’
Equity

$ 55,241,859

(760,660)

54,481,199

103,364

164,235
7,500,000
200,132
3,484,348
122,212
(488,755)
16,961

65,583,696

(915,000)

64,668,696
99,732
3,062,422
7,058,236
(222,469)
509,495
(2,103)

$ 75,174,009



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR IES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)
2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Consolidated net income $ 7,058,236 3,484,348
Adjustments to reconcile consolidated net incomeetiocash
provided by operating activities
Depreciation and amortization expenses 885,632 874,937
Salary expenses on share-based payment 211,900 290,115
Impairment losses on assets 61,140 63,265
Bad-debt expenses 2,019,962 4,540,035
Recovery of written-off credits and reserve forskes on
guarantees 1,049,639 1,050,011
Gains on valuation of financial instruments (173,284) (128,431)
Realized losses on the sale of financial instrumdasignated as
at fair value through profit or loss 272,055 29,911
Realized gains on the sale of available-for-salarfcial assets (1,599,846) (119,486)
Gains on the sale of properties, idle assets, bentssets and
foreclosed collaterals, net (19,620) (105,850)
Realized gains on the sale of financial assetsechat cost (67,202) (330,316)
Amortization of premium or discount on bonds 375,773 213,941
Deferred income tax (247,323) (6,040)
Others (888) 13,846
Net changes in operating assets and liabilities
Held-for-trading financial assets (8,242,964) 7,140,548
Held-for-trading financial liabilities 307,583 715,720
Receivables (2,797,369) (6,089,955)
Other financial assets - guarantee deposits ret@rndutures
contracts (78,131) (124,907)
Other assets 30,735 58,943
Securities brokerage accounts, net 24,729 (3,726)
Payables 4,643,987 8,078,973
Other liabilities (163,493) (146,662)
Net cash provided by operating activities 3,551,251 19,499,220
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in due from the Central Badkcatfi loans to
other banks (10,839,547) 3,360,996
Decrease (increase) in securities purchased uedelt agreements (181,074) 1,409,763
Increase in discounts and loans (81,386,242) (52,242,124)
Increase in financial assets designated as atdhie through profit
or loss (1,571,772) (4,001,070)
Acquisition of available-for-sale financial assets (110,952,600) (62,423,819)
Return of principal on or proceeds of the salevaiilable-for-sale
financial assets 89,170,677 57,817,551
Acquisition of held-to-maturity financial assets (1,585,963,414) (2,292,538,229)

(Continued)



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

IES

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

Acquisition of financial assets carried at cost

Return of principal on or proceeds of the saldrwdricial assets
carried at cost

Acquisition of debt instruments with no active metrk

Return of principal on or proceeds of the saleadftdnstruments
with no active market

Acquisition of properties and intangible assets

Proceeds of the sale of properties

Proceeds of the sale of rentable assets, idlesassdtforeclosed
collaterals

Decrease in other financial assets

Decrease (increase) in other assets

Payment for the acquisition of Chiayi The Fourttedit
Cooperative

Increase in cash arising from the acquisition ofa@ihrhe Fourth
Credit Cooperative on November 2, 2012

Payment for the acquisition of Chu Nan Credit-Caapee
Association

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

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in short-term debts
Increase (decrease) in due to the Central Banlodmst banks
Decrease in commercial paper issued
Decrease in financial liabilities designated afastvalue through
profit or loss
Decrease in securities sold under repurchase agreasm
Increase in deposits and remittances
Increase (decrease) in other financial liabilities
Proceeds of the issuance of bank debentures
Repayment of bank debentures
Proceeds of the issuance of corporate bonds
Repayment of corporate bonds
Capital increase
Cash dividends paid

Net cash provided by financing activities

EFFECTS OF EXCHANGE RATE CHANGES

2012

2011

$ 1,627,819,799 $ 2,293,857,076

(158,891)

122,879
(3,215,217)

2,251,906
(2,601,133)
1,259
113,967
5,001
(73,973)
(110,000)

1,640,113

(364,535)

560,167
(2,216,350)

796,500

(2,116,601)
46,121
232,429

579,809
3,166

(1,834,000)

5,444,168

(75,928,262)

(53.628,982)

(6,000) (294,000)
8,599,898 (816,888)
(169,936) (1,551,516)
(300,000) (5,344,250)
(8,289,662) (4,146,855)
66,929,471 42,159,584
(531,149) 1,635,717
13,000,000 5,000,000

(5,000,000) -

3,800,000 -

(5,000,000) -
3,062,422 7,500,000
(915,000) (760,660)
75,180,044 43,381,132
494,794 (320,328)
(Continued)



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

2012 2011
INCREASE IN CASH AND CASH EQUIVALENTS $ 3,297,827 $ 8,931,042
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 20,115,766 11,184,724
CASH AND CASH EQUIVALENTS, END OF YEAR $ 23,413,593 $ 20,115,766
SUPPLEMENTARY CASH FLOW INFORMATION
Interest paid $ 9,440,754 $ 8,289,412
Income tax paid $ 672,181 $ 549,745

The accompanying notes are an integral part ofdinsolidated financial statements

(With Deloitte & Touche audit report dated March 2213) (Concluded)



E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS

E.SUN Financial Holding Company, Ltd. (ESFHC) wasaelished by E.SUN Commercial Bank, Ltd.
(“E.SUN Bank”), E.SUN Bills Finance Corp. (“E.SUNIiIB") and E.SUN Securities Corp. (“E.SUN
Securities”) through a share swap on January 28 based on the Financial Holding Companies Law and
related regulations in the Republic of China (ROCJhe ESFHC's shares have been listed on the Taiwan
Stock Exchange (TSE) since January 28, 2002. Alftershare swap, E.SUN Bank, E.SUN Bills and
E.SUN Securities became wholly owned subsidiarfdsSi-HC.

ESFHC invests in and manages financial institutions

E.SUN Bank engages in commercial banking activipesnitted by the Banking Law. The operations of
E.SUN Bank’s Trust Department consist of plannimgnaging and operating the trust business. These
operations are regulated under the Banking LawTandt Law of the ROC. As of December 31, 2012,
E.SUN Bank had a business department, internatlmaneting department, trust department, credit aad
payment division, an offshore banking unit (OBU),oderseas branches (Los Angeles, Hong Kong,
Singapore and Dongguan), 131 domestic brancheslargpresentative office (in Ho Chi Minh City,
Vietnam).

To integrate resources, enhance operating effewss strengthen E.SUN Bank's equity structure, and
ensure its long-term development, the stockholdéfs.SUN Bank and E.SUN Bills resolved on August
25, 2006, to have a merger with each other, witBUR Bank as the surviving entity. The Financial
Supervisory Commission (FSC) approved this mergddavember 10, 2006.

E.SUN Bank acquired the assets and liabilitieskarginesses of Chiayi The Fourth Credit Cooperative
Chu Nan Credit-Cooperative Association on Novente?012 and July 9, 2011, respectively. Please
refer to Note 46 to the consolidated financialestants.

E.SUN Securities engages in underwriting, dealing brokerage of securities. The FSC approved the
brokerage of futures on January 28, 2010 and E.SedNirities started the operating in brokerage tofé&s

in June 2010.

E.SUN Venture Capital Co., Ltd. (ESVC) engagesanture capital investments.

E.SUN Insurance Broker Co., Ltd. (ESIB) is a lifelgroperty insurance broker.

The above consolidated entities are hereinaftearmed to collectively as the “Company.” Please see
Table 2 (attached) for more information on the cotidated entities.

As of December 31, 2012 and 2011, ESFHC and itsidiaies had 6,476 and 6,009 employees,
respectively.

-10 -



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated financial statemeawe been prepared in conformity with the Guidaline
Governing the Preparation of Financial Reports maiicial Holding Companies, Guidelines Governing
the Preparation of Financial Reports by Public Bartkuidelines Governing the Preparation of Findncia
Reports by Securities Firms, Guidelines Governihg Preparation of Financial Reports by Futures
Commission Merchants, Business Accounting Law, @linds Governing Business Accounting and
accounting principles generally accepted in the ROC

For the convenience of readers, the accompanyingatidated financial statements have been tramklate
into English from the original Chinese version e and used in the ROC. If there is any conflict
between the English version and the original Clane=rsion or any difference in the interpretatiérihe
two versions, the Chinese-language consolidateshéial statements shall prevail.

The Company’s significant accounting policies armmarized as follows:
Consolidation

ESFHC'’s consolidated financial statements as of fandhe years ended December 31, 2012 and 2011
included the accounts of ESFHC, E.SUN Bank, E.SUMu8ties and subsidiary (E.SUN Securities
Investment Consulting Corp.), ESVC and ESIB. Adinificant intercompany transactions and balances
have been eliminated for consolidation purposes.

E.SUN Bank’s financial statements included the ant® of the Head Office, OBU, and all branches.| Al
interoffice transactions and balances have beanrglied.

Foreign-currency Transactions

Foreign-currency transactions of ESFHC, E.SUN Seesy ESVC and ESIB are recorded in New Taiwan
dollars at the rates of exchange in effect whentridigsactions occur. Losses or gains resulting filoe
application of prevailing exchange rates when fpraurrency assets and liabilities are settledceedited

or charged to income in the period of settlemefihe period-end balances of foreign-currency mogetar
assets and liabilities are restated at the pregpédxchange rates, and the resulting differenceseaorded
as credits or charges to current income.

E.SUN Bank records foreign-currency transactionsthia respective currencies in which these are
denominated. Every month-end, foreign currencyiime and expenses are translated into New Taiwan
dollars at the prevailing exchange rates. On lk&lasheet date, monetary assets and liabilities
denominated in foreign currencies are reported gushre prevailing exchange rates, and exchange
differences are recognized in the income statement.

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

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

at the exchange rate on the transaction date. NE.8Hnk translates overseas branches’ financial
statements at the following rates: Assets andliial - the prevailing exchange rates on balasiceet
date; and income and expenses - at the averagargehate for the year. Translation differenceafiet
income tax is recorded as “cumulative translatidjustments” under stockholders’ equity.

-11 -



Accounting Estimates

In preparing consolidated financial statements, HEKSFand its subsidiaries are required to make certai
estimates and assumptions that could affect theatiah of financial instruments, the amounts of\adnce
for possible losses, reserve for losses on guashigroperty depreciation, amortization of intategib
assets, pension, income tax, impairment loss oetssaccrued litigation loss, bonus to employeas an
remuneration to directors and supervisors. Aatesults could differ from these estimates.

Current and Noncurrent Assets and Liabilities

Since the operating cycle in the financial holdangd banking industry cannot be reasonably idediifie
accounts included in the financial statements dfHES and E.SUN Bank are not classified as current or
noncurrent. Nevertheless, these accounts are yaagegorized according to the nature of eaclvaat
and sequenced by their liquidity.

Except for the matter stated in the preceding papyg cash and cash equivalents or assets to beroedh
or consumed within one year are classified as ntirreObligations to be liquidated or settled witlone
year are classified as current.  All other assedisliabilities are classified as noncurrent.

The consolidated financial statements, howevernaloshow the classification of current or noncurren
assets/liabilities because the financial holding @anking industry accounts for the major partshef
consolidated accounts. Thus, accounts in the tidased financial statements are instead categiige
nature and sequenced by their liquidity. Pleaser t® Note 36 for the maturity analysis of assatg
liabilities.

Cash Equivalents

Cash equivalents are short-term highly liquid itwemnts that are readily convertible to known amsuft
cash and are subject to an insignificant risk @ngjes in value.

Basis of Fair Value

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

with quoted market prices or trading records - qdomarket prices or trading prices; and (f) for the
financial instruments without active markets - faatue estimates based on valuation techniques.

Financial Instruments at Fair Value Through Profit or Loss

Financial instruments at fair value through prafit loss are financial assets or liabilities thad &a)
designated on initial recognition as at fair valwéh fair value changes recognized in profit osdar (b)
classified as held for trading. These instrumemts required to be recognized at fair value plusctli
acquisition costs and to be measured at fair vidtmugh profit or loss on the balance sheet datée
Company uses settlement date accounting when iagordlated transactions, except for stocks and
beneficial certificates, for which trade date actmg is used.

Financial instruments used in derivative transadtithat do not qualify for hedge accounting treatnase
classified as financial assets or liabilities hfidd trading. If the fair value of a derivative @&positive
number, the derivative is carried as an asset fatieeifair value is a negative number, the denmais
carried as a liability.

Applying the fair value option eliminates accougtimeasurement mismatch for items that naturallyebff

each other or eliminates the burden of separatimgeelded derivatives that are not considered tddsely
related to the host contract pertaining to a hylratirument.
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The Company did not adopt hedge accounting in 20t22011. If the hedged items are not designated a
financial assets or liabilities at fair value thgbu profit or loss (FVTPL), accounting measurement

mismatches on these items will occur as a resullifberences in measurement attributes. Thus, the
Company designated debt instruments as financetsast FVTPL. Moreover, the Company designated a
hybrid instrument as financial assets and liab#itiat FVTPL because embedded derivatives are not
separated from the host contract in a hybrid imsénot.

Available-for-sale Financial Assets

Available-for-sale financial assets are initialgcognized at fair value plus direct acquisitiontsos When
subsequently measured at fair value, the changidrimalue are excluded from earnings and repoaked
separate component of stockholders’ equity. Theimalated gains or losses are recognized in eaning
when the financial asset is derecognized from thlarize sheet. The Company uses settlement date
accounting when recording related transactions@or stocks and beneficial certificates, for ethirade

date accounting is used.

Cash dividends received within a year of asset iatgun are recognized as reduction of the original
investment cost and are subsequently recognizaédvastment income on the ex-dividend date. Stock
dividends are recorded as an increase in the nuofbshares held and do not affect investment income
The cost per share is recalculated on the badiseofiew number of shares. Any difference betwben t
initial carrying amount of a debt security andatsount on maturity is amortized and then recognirned
earnings using the effective interest method.

If an available-for-sale financial asset is detewmi to be impaired, a loss is recognized. If thegairment
loss on equity securities decreases, this lossviersed to the extent of the decrease and recaslesh
adjustment to stockholders’ equity; for debt sd®s;j this loss is recognized in earnings.

Held-to-maturity Financial Assets

Held-to-maturity financial assets are carried abdmred cost using the effective interest metho@hese
financial assets are initially recognized at faddue plus direct acquisition costs. Gains or lssae
recognized at the time of de-recognition, impairbr@mamortization. The Company uses settlemerg dat
accounting when recording transactions.

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

Other Financial Assets

Investments in equity instruments with no quotedkeiaprices in an active market and with fair valtieat
cannot be reliably measured, are measured (ingudiitiisted stocks and emerging stocks) at coste Th
accounting treatment for dividends on these instnis is the same as that for dividends on
available-for-sale financial assets, except forrdmgnition of cash dividends upon the declaratigrihe
investees’ stockholders under an approved resalutidf there is objective evidence that a financiset
carried at cost is impaired, an impairment losseisognized. However, impairment loss reversal is
prohibited.

Debt instruments with no active market are thodd wo quoted market prices in an active marketvaittal
predetermined amounts. These instruments areedaatiamortized cost. The accounting treatment for
debt instruments with no active market is the samthat for held-to-maturity financial assets. cdmtrast

to held-to-maturity financial assets, debt instrataevith no active market can be sold anytime.
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Financial Asset Securitization

Under the Financial Asset Securitization Act, E.SBahk securitized part of its bonds and entrudtedd
bonds to a trustee for the issuance of benefielalisties. Except for beneficial securities beiatpined
for credit enhancement and reclassified as avaifitsale financial assets, E.SUN Bank de-recamiz
the bonds from the balance sheet and recognizesogdoss because the control of contractual rigints
these bonds has been surrendered and transferaciusiee. The gain or loss on the sale of tmel$ds
the difference between the proceeds and carryirguatof the bonds, and this carrying amount is thase
the relative fair values between the retained beiaétecurities and the bonds sold on the dateekale.

Since quoted market prices are not available faimed beneficial securities, E.SUN Bank estiméaas
value using management’s key assumptions on batitd¢nss rate and discount rates commensurateto t
risks involved. The fair value is the present eabf the expected future cash flows, and the claimge
fair value are reported as a separate componestbcitholders’ equity.

Overdue Loans

Under Financial Supervisory Commission guidelinEsSUN Bank classifies loans and other credits
(including accrued interest) overdue for at leastr®onths as overdue loans.

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

Allowances for Possible Losses and Reserve for Lesson Guarantees

The Company provides allowances for bad debts @sgkk on guarantees on the basis of the evalustion
the collectibility of loans, overdue loans, billscounts, receivables, guarantees and acceptances.

The Company adopted the third-time revised Stat¢wfdrinancial Accounting Standards (SFAS) No. 34 -
“Financial Instruments: Recognition and MeasuremienOne of the main revisions is that the
impairment of loans and receivables originated iy €ompany should be covered by SFAS No. 34.
Loans and receivables are assessed for impairmahieaend of each reporting period and considered
impaired when there is objective evidence thata assult of one or more events that occurred alfier
initial recognition of the loans and receivablds estimated future cash flows of the asset haea be
affected. Objective evidence of impairment coulclude:

Significant financial difficulty of the debtor;

The loans and receivables becoming overdue;

Probability that the debtor will enter into bangrey or undergo financial reorganization;
Inadequate financing maintenance ratio of theatebt

Proceeds of the sale of collateral inadequatéh®margin loans.

Loans and receivables that are individually asgskasenot impaired are further assessed collectifigely
impairment. Objective evidence of impairment gbatfolio of loans and receivables could include th
Company’s past difficulty in collecting paymentsdaain increase in the number of delayed payments, as
well as observable changes in national or locahegtc conditions that correlate with defaults oaris

and receivables.

The impairment loss recognized is the differendsveen the asset carrying amount and the presem¢ val
of estimated future cash flows, discounted at thigiral effective interest rates of the loans and
receivables, after taking into account the relatelthterals and guarantees. The carrying amourief
loans and receivables is reduced through the uae aflowance account. When loans and receivainées
considered uncollectible, they are written off aghithe allowance account. Recoveries of amounts
previously written off are credited to the allowanaccount. Changes in the carrying amount of the
allowance account are recognized as bad-debt espens
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Under Financial Supervisory Commission (FSC) gumnds, E.SUN Bank should classify credit assets as
sound credit assets or unsound credit assetsthétinsound assets further categorized as speeidian,
substandard, with collectibility highly doubtful dmncollectible, on the basis of the customersitiicial
position, valuation of collaterals and the lengthime the principal repayments or interest payradreve
become overdue.

Before January 1, 2011, E.SUN Bank made 100%, 509% and 2% provisions for credits deemed
uncollectible, with collectibility highly doubtful,substandard and special mention, respectively, as
minimum provisions for possible losses on unsourditassets. However, effective January 1, 201,
minimum provisions for possible losses should k& ghm of 0.5% of the outstanding balance of sound
credit assets (excluding assets that represemglagainst an ROC government agency) and the fioigego
provisions for unsound credit assets.

Under FSC guidelines, credits deemed uncollectiidy be written off if the write-off is approved Hye
board of directors.

Purchase on Margin and Short Sale

E.SUN Securities recognizes margin loans as loamsistomers for purchases on margin while providing
financing to investors who buy stocks. Margin lpamade by E.SUN Securities are generally
collateralized by securities in the client's acdounThese collateralized securities are not entened
E.SUN Securities’ books but are recorded using nmantum entries.  After the security investors settl
the margin loans, these pledged securities arenexduito investors.

E.SUN Securities requires a deposit from secuntestors for short sale services while providingrsh
sale services to investors. This deposit is resmbrdhder deposits on short-sale transactions. afrfoaint
collected from selling of short sale securitiest @esecurities transaction tax, brokerage fee lzamtlling
fee) is kept by E.SUN Securities as collateral ewbrded as payables for short-sale transactionise
securities lent to clients as short sale are rexbrsing memorandum entries. The deposits on-shiat
transactions and payables for short sale are eduimsecurity investors after investors settlestiart-sale
transactions.

The margin deposited by securities firms to se@srifinance companies are recorded as loan from
refinanced margin. The refinancing securities vée8d to E.SUN Securities are recorded through
memorandum entries as refinancing stock loans. oAign of the proceeds from the short-sale of
securities borrowed from securities finance comgaié retained by the securities finance compaames
collateral and is recorded as refinancing depositsivable.

Securities Purchased/Sold Under Resell/Repurchasegyfeements

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

Brokerage Accounts, Net

Under the Guidelines Governing the Preparationin&ifcial Reports by Securities Firms, the brokerage
accounts, net are recorded as brokerage accouwtgbit- (including bank deposits - settlement account
brokerage securities receivable, exchange clearamedit transactions and settlements receivabid) a
brokerage accounts - credit (including brokerageustes payable, exchange clearances, credit
transactions and settlements payable). As a rdsokerage accounts - debit are offset againdtdrage
accounts - credit and recorded as brokerage acsauett
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Guarantee Deposits Received on Futures Contracts drCustomers’ Equity Accounts - Futures

E.SUN Securities receive margin deposits from itst@mers (debited to “guarantee deposits received o
futures contracts” and credited to “customers’ gguiccounts - futures”) for futures transactions as
required by regulations. Margin deposit balances aalculated daily by marking to market the open
position of each customer and determining the requinargin levels. The debit balance of “customers
equity accounts - futures,” which results from Essn futures transactions in excess of the maieposit,

is recorded as “accounts receivable - futures gueeadeposits.” Customers’ equity accounts - &gur
cannot be offset unless these accounts pertairetsame customers.

Customer margin accounts include deposits in baekurities, and deposits for transfer to a futures
clearinghouse.

Deposits in bank represent the amounts of customengjins and premiums.

Securities are the instruments collected from fguraders for the margins and premiums when ttoueefsi
merchants engage in brokerage of futures.

The deposits held by futures commission mercha®Mg) for futures transactions are transferred to a
clearinghouse of the exchange of which the FCM imenber (a “clearing FCM”). If an FCM is a
non-clearing member, its deposits and trades neustansferred to, and cleared by, a clearing FChrbe
being transferred to the clearinghouse.

Asset Impairment

The Company tests assets (mainly properties, isbeta, rentable assets, goodwill and intangibletg)ss
and cash-generating units (CGUs) for impairmeneaoh balance sheet date. If impairment indicators
exist, the Company estimates the recoverable anwfuaésets or CGUs. An impairment loss should be
recognized whenever the recoverable amounts aigbets or the CGUs is below the carrying amount.

If asset impairment loss (excluding goodwill) iseesed, the increase in the carrying amount reguftom
reversal is credited to earnings. However, logemnml should not be more than the carrying am¢uett
of depreciation or amortization) had the impairmess not been recognized.

Goodwill is tested for impairment annually or mdrequently if events indicate goodwill impairment.
Impairment loss is recorded if the book value esseealue in use. A subsequent reversal of such
impairment loss is not allowed.

Properties, Rentable Assets and Idle Assets

Properties, rentable assets and idle assets #&ee stiacost less accumulated depreciation and adated
impairment. The cost of betterments and major waihe that extend the useful life of properties is
capitalized. The cost of repairs and maintenascharged to expense as incurred.

Depreciation is calculated by the straight-line iImelt over service lives estimated as follows: bodd, 5
to 50 years; computers, 3 to 8 years; transpontaipipment, 5 to 10 years; miscellaneous equiprbeiot
20 years; rentable assets, 50 years, and idlesa$éeyears. If an asset reaches its residuakJalt is
still in use, it is further depreciated over itsueestimated service life.

The cost, accumulated depreciation and accumulatpdirment are removed from the accounts when an

item of properties, rentable assets and idle agsdisposed of or retired, and any gain or losgeegnized
in earnings.
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Intangible Assets

Intangible assets are recorded at acquisition castmortization is calculated by the straight-linetimod
over useful lives estimated as follows: computdtvgare - 2 to 5 years; core deposits - 16 yeand; a
customer relationship - 17 years. The carryingi@ailf goodwill is based on its cost, net of accuatad
impairment.

Foreclosed Collaterals

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

Operating Deposits

Under the regulations, securities firms and seesrilnvestment consulting companies should place in
government-designated banks guarantee depositd bagbeir respective type of business operatiftes a
registration.

Settlement Fund

Under the regulations, securities firms that brakarketable securities and trade securities far then
purposes should deposit settlement funds in thedraiStock Exchange and the Gre Tai Securities Marke
before and after the start of business operatitunder the regulations of the Taiwan Futures Exchang
Corporation Criteria for Clearing Membership, theacing member should deposit clearing and setthéme
funds to the Taiwan Futures Exchange before amal thfé start of clearing and settlement operations.

Corporate Bonds Payable

The net carrying amount of overseas convertibledboat the date of conversion is credited to the
appropriate capital accounts (capital stock eqaapar value, with the balance in excess of parevalu
credited to capital surplus) upon bond conversion.

Pension Costs

The Company has two types of pension plans: Defbenefit and defined contribution. For the dedine
benefit plan, the Company recognizes pension dmed on actuarial calculations, and unrecogniz¢d n
transitional asset or obligation is amortized o¥Brto 31 years. For the defined contribution pliue,
Company recognizes pension costs based on the @gmpeontributions to the employees’ individual
pension accounts during the employees’ servicogeri

When a defined benefit plan is amended, the peorice costs should be amortized on a straightdenss
over the average period from the amendment datetlhmtbenefits become vested. When the beneafts a
vested upon the amendments to the defined bedefit the Company should recognize the prior service
cost as expense immediately.

Income Tax

Provision for income tax is based on inter-periodl antra-period tax allocations. The tax effecfs o
deductible temporary differences, unused tax eddperating loss carryforwards and debit of
stockholders’ equity adjustments are recognizeddeferred income tax assets, and those of taxable
temporary differences and credit of stockholdeggiiy adjustments are recognized as deferred indame
liabilities. Valuation allowance is provided toetlextent, if any, that it is more likely than nbtat the
deferred income tax assets will not be realized.
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ESFHC and its subsidiaries elected to file a codatgd tax return from 2003. The difference betwee
consolidated income tax payable and the sum ofnilecdax payable of the entities included in the
consolidated tax return is considered as a taxatiolasion adjustment which is shown on ESFHC'’s meo

tax expense or benefit. Any distribution of caglyrmpents and receipts among the consolidated group
members is recorded as receivable or payable.

Adjustment of income taxes of prior years are adaedr deducted from the current year’'s income tax
expense.

Tax credits for personnel training and stock inwvestts are recognized in the current period.

According to the Income Tax Law, income taxes (1@¥undistributed earnings generated annually since
1998 are recorded as expense in the year whenattihslders resolve to retain the earnings.

Share-based Payment

The Company early adopted the interpretation retkas February 2012 by the Accounting Research and
Development Foundation to determine the grant gatéaining to a portion of shares issued in 2011 by
ESFHC that was reserved for the subscription byQbmpany’'s employees. The Company’s employees
subscribed for the reserved shares of ESFHC inrdanoe with the Financial Holding Company Act, and
the Company recognized the fair value of the stmafons under salary expenses for share-based phyme
and under capital surplus on the grant date,the. date when the Company and its employees made an
agreement for the employees to subscribe for ESEldkares.

Recognition of Revenue

Interest revenue is recorded on an accrual basisder the guidance of the Financial Supervisory
Commission, no interest revenue is recognized anddhat are classified as overdue loans. Theestite
revenue on these loans is recognized upon colteofithe loans and credits.

Service fees are recognized when a major parteoé#innings process is completed and cash is callect

Other operating revenue is recorded on an accrasis bvhen a major part of the earnings process is
completed.

Contingencies

A loss is recognized when it is probable that aetbkas been impaired or a liability has been necband
the amount of loss can be reasonably estimatedthelfliability incurrence is possible and the retht
amount cannot be reasonably estimated, a footristéodure of the circumstances that might give tise
the possible loss or liability should be made.

3. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES

a. On January 1, 2011, the Company adopted theynewised Statement of Financial Accounting
Standards (SFAS) No. 34 - “Financial InstrumentRecognition and Measurement.” The main
revisions include (1) loans and receivables origiddby the Company are now covered by SFAS No.
34; (2) additional guidelines on impairment testofdinancial assets carried at amortized cost wden
debtor has financial difficulties and the termsobligations have been modified; and (3) accounting
treatment by a debtor for modifications in the terof obligations. The Company's management
believes this accounting change had no signifieffiett on the consolidated financial statements.

-18 -



b. On January 1, 2011, the Company adopted theynealled SFAS No. 41 - “Operating Segments.”
The requirements of the statement are based dnftirenation on the components of the Company that
management uses to make decisions about operatitigrea  SFAS No. 41 requires the identification
of operating segments on the basis of internalrtegbat are regularly reviewed by the Company's
chief operating decision makers in order to alleceésources to the segments and assess their
performance. This statement supersedes SFAS Neo.:'8gment Reporting.” For this accounting
change, the Company revised its disclosure of segmirmation.

4. CASH AND CASH EQUIVALENTS

December 31

2012 2011
Cash on hand $ 7,207,003 $ 6,094,454
Checks for clearing 10,608,961 9,408,051
Due from banks 5,489,938 4,543,794
Cash equivalents - earnings ratio is 0.03% in Bott? and 2011 94,491 69,467
Cash in transit 13,200 -

$ 23,413,593 $ 20,115,766

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

December 31

2012 2011
Deposit reserves - account A $ 17,222,273 $ 13,492,185
Deposit reserves - account B 26,735,726 26,089,659
Reserves for deposits - foreign currency deposits 130,680 99,917
Deposit in the Central Bank - deposit of governnaggencies 14,392 4544
Call loans to banks 8,723,086 3,824,240
Due from the Central Bank - other 3,029,806 1,505,871

$ 55,855,963 $ 45,016,416

As required by law, the deposit reserves are catledl by applying the prescribed rates to the aeerag
monthly balances of various types of deposit actoineld by E.SUN Bank. The deposit reserves -
account B is subject to withdrawal restrictionst deposit reserves - account 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 MatteiE.SUN Bank redeposits 60% of the receipts of
deposit of government agencies in the Central Rdrtke Republic of China, and the amount is suliject
withdrawal restrictions.
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Held-for-trading financial assets

Commercial paper

Currency option contracts
Interest rate swap contracts
Overseas bonds

Forward contracts

Currency swap contracts

Listed stocks

Government bonds

Beneficial certificates

Futures exchange margins
Operating securities - dealing department
Bank debentures

Non-deliverable forward contracts
Convertible corporate bonds
Commodity option contracts
Metal commodity swap contracts
Foreign-currency margin contracts
Credit default swap contracts
Cross-currency swap contracts
Forward commodity contracts
Taiwan depositary receipts

Operating securities - underwriting department

Treasury bills

Financial assets designated as at fair value thrpugfit or loss

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

December 31

Bank debentures

Corporate bonds

Structured products
Overseas government bonds

Sold equity securities with interest receivable

Held-for-trading financial liabilities

Currency option contracts
Interest rate swap contracts
Currency swap contracts

Forward contracts
Non-deliverable forward contracts
Commodity option contracts
Metal commodity swap contracts
Forward commodity contracts
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2012 2011

$ 21,644,974 $ 12,380,268
1,490,321 977,597
1,390,052 2,199,546
799,456 726,428
663,434 82,884
634,191 604,888
160,850 141,277
157,391 -
87,682 1,140,768
68,791 91,121
66,744 54,788
56,901 88,690
46,083 141,918
19,700 19,500
19,073 15,283
15,463 78,989
11,793 17,437
9,278 35,922
7,899 157,496
6,441 9,328
4,970 4,610

- 29,700

- 796,085
27,361,487 19,794,523
16,355,298 17,078,725
16,141,958 15,027,611
800,695 -
631,992 389,205
8,928 13,076
33,938,871 32,508,617
$ 61,300,358 $ 52,303,140
$ 1608387 $ 1,134,114
1,450,555 2,300,655
530,403 322,099
400,372 560,450
23,245 33,788
19,072 15,283
12,190 69,865
6,441 9,328
(Continued)



December 31

2012 2011
Credit default swap contracts 5,906 $ 432
Cross-currency swap contracts 216 157,082
Foreign-currency margin contracts 109 169

4,056,896 4,603,265
Financial liabilities designated as at fair valbetgh profit or loss
Corporate bonds payable (Note 22) 5,447,115 5,241,495
Structured products 2,914,210 3,247,503

8,361,325 8,488,998

$ 12,418,221 $ 13,092,263
(Concluded)

As of December 31, 2012 and 2011, some of the siesywhich amounted to $1,096,560 thousand and
$3,502,892 thousand (face value), respectively besh sold under repurchase agreements.

E.SUN Bank engages in derivative transactions mainlaccommodate customers’ needs, manage its
exposure positions and hedge against its exchatgeand interest rate exposures as well as itst crgkds
as a bondholder.

The contract (nominal) amounts of derivative tratisas by ESFHC as of December 31, 2012 were as
follows:

December 31,
2012
Cross-currency swap contracts $ 3,041,650

The contract (nominal) amounts of derivative tratisas by E.SUN Bank as of December 31, 2012 and
2011 were as follows:

December 31
2012 2011

Currency option contracts $ 309,719,379 $ 182,699,277

Interest rate swap contracts 179,998,466 239,566,385
Currency swap contracts 97,789,550 85,331,327
Forward contracts 47,842,580 21,584,566
Credit default swap contracts 8,791,120 9,321,414
Non-deliverable forward contracts 7,839,471 8,029,941
Metal commodity swap contracts 900,622 1,510,279
Commodity option contracts 823,362 149,271
Foreign-currency margin contracts 331,137 272,650
Forward commodity contracts 218,874 228,205
Interest rate futures contracts 87,120 -

Cross-currency swap contracts 31,681 3,193,995
Commodity futures contracts 9,641 -
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As of December 31, 2012 and 2011, the amountstafds exchange margins receivable held by E.SUN
Securities were $29,318 thousand and $5,041 thdusaspectively.

The gains (losses) on financial assets and lisdsldt fair value through profit or loss (FVTPL)2612 and
2011 were as follows:

2012 2011
Financial assets at FVTPL
Realized (losses) gains $(3,772,583) $ 487,746
Valuation losses (508,341) (235,104)

(4,280,924) 252,642
Financial liabilities at FVTPL

Realized gains (losses) 4,097,880 (903,660)
Valuation gains 681,625 363,535

4,779,505 (540,125)

$ 498,581 $ (287,483)

. SECURITIES PURCHASED UNDER RESELL AGREEMENTS

Securities acquired for $210,863 thousand and 899%ffousand under resell agreements as of December
31, 2012 and 2011, respectively, will be sold fal® 988 thousand and $29,833 thousand by January 10
2013 and January 30, 2012, respectively.

. RECEIVABLES, NET

December 31

2012 2011

Credit cards $ 35,806,522 $ 32,789,829
Accounts receivable factored without recourse 4,199,426 5,598,969
Margin loans receivable 3,571,209 3,792,570
Acceptances 2,810,014 2,229,997
Accrued interest 2,062,597 1,608,926
Tax refundable 550,504 572,190
Accounts receivable 507,596 425,714
Accrued income 97,498 356,713
Receivables on overdue securities - 304,225
Others 467,316 322,503

50,072,682 48,001,636
Less: Allowance for possible losses 1,508,645 1,425,353

$ 48,564,037 $ 46,576,283
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The allowances for possible losses on receivaldsssaed for impairment as of December 31, 2012 and

2011 were as follows:

December 31, 2012

Allowance for
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ltems Receivables Possible Lossek
Assessment for individual
With objective evidence of impairment $ 5,465 $ 2,265
impairment As'sess'ment for collective 1,847,441 723,018
impairment
Wl_th no objective evidence of As_sess_ment for collective 46,659,082 783,362
impairment impairment
Total 48,512,888 1,508,645
December 31, 2011
, Allowance for
ltems Receivables . -
Possible Losses
Assessment for individual
With objective evidence of impairment $ 308,491 3 285,812
impairment As'sess'ment for collective 1,791,052 662,955
impairment
Wl_th no objective evidence of As_sess_ment for collective 44,209.199 476,586
impairment impairment
Total 46,309,462 1,425,353
The changes in allowance for possible losses anenswized below:
2012 2011
Balance, January 1 $ 1,425,353 $ 772,579
Transfer of allowance from Chu Nan Credit-Coopegafhssociation - 69
Provision for possible losses 262,849 890,321
Write-offs (737,073) (727,234)
Recovery of written-off receivables 547,169 481,817
Effects of exchange rate changes and other changes 10,347 7,801
Balance, December 31 $ 1,508,645 $ 1,425,353
. DISCOUNTS AND LOANS, NET
December 31
2012 2011
Loans
Short-term $ 173,937,762 $ 148,124,194
Medium-term 211,063,307 187,441,903
Long-term 355,264,093 323,570,945
(Continued)



December 31

2012 2011

Overdue loans $ 677,613 $ 918,756
Bills negotiated and discounts 2,906,861 2,837,704
743,849,636 662,893,502

Less: Allowance for possible losses 8,327,145 6,751,170
Adjustment of premium or discount 115,771 133,498

$ 735,406,720 $ 656,008,834
(Concluded)

As of December 31, 2012 and 2011, the loan andtdsathnces, for which the accrual of interest rezes
was discontinued, amounted to $677,613 thousand $®t8,756 thousand,
unrecognized interest revenues on these loans m@atitsc amounted to $20,264 thousand in 2012 and

$26,835 thousand in 2011.

respectively.

In 2012 and 2011, the Company carried out legaiguiares required before writing off certain credits

The

The allowances for possible losses on discountdaambassessed for impairment as of December 31,
2012 and 201vere as follows:

December 31, 2012

Discounts and | Allowance for
ltems . R
Loans Possible Losses
Assessment for individual
With objective evidence of impairment $ 1680923 $ 770,602
impairment As'sess'ment for collective 2185816 574,943
impairment
Wl_th no objective evidence of As_sess_ment for collective 739,982,897 6,981,600
impairment impairment
Total 743,849,636 8,327,145
December 31, 2011
Discounts and| Allowance for
Items . R
Loans Possible Losses
Assessment for individual
With objective evidence of impairment $ 977,984) 3 223,550
impairment As'sess'ment for collective 2198685 604,799
impairment
Wl_th no objective evidence of As_sess_ment for collective 659.716,833 5.922,821
impairment impairment
Total 662,893,502 6,751,170
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10.

The changes in allowance for possible losses anenswized below:

2012 2011
Balance, January 1 $ 6,751,170 $ 3,615,010
Transfer of allowance from Chu Nan Credit-Coopegathssociation - 129,357
Transfer of allowance from Chiayi The Fourth Creégiitoperative 9,104 -
Provision for possible losses 1,707,317 3,597,576
Write-offs (593,234) (1,176,647)
Recovery of written-off credits 502,470 568,194
Effects of exchange rate changes and other changes (49,682) 17,680
Balance, December 31 $ 8,327,145 $ 6,751,170
The details of bad-debt expenses in 2012 and 2@té as follows:

2012 2011
Provision for possible losses on discounts anddoan $ 1,707,317 $ 3,597,576
Provision for possible losses on receivables 262,849 890,321
Provision for possible losses on guarantees 49,796 52,138

$ 2,019,962 $ 4,540,035

As stated in the Financial Supervisory CommissioiffSSC) letter dated November 21, 2011
(Ref. No. 10010006830), for the financial and mamid soundness of financial institutions, the R&C
oversee these institutions in consideration ofrtdéferent natures and purposes. Effective Jandar
2012, the FSC accepts the application of the eatitiat intend to do, and are eligible for doingnking
business in China, investments, establishment wfedtic or overseas branches, etc. However, onketh
entities having a loan loss coverage ratio of 1%y rnmitiate the above businesses or make relevant
applications to overseas authorities. To meeteheirements for doing the foregoing businesseSUH.
Bank increased by $2,461,981 thousand the allowkrggossible losses on loans and raised the loss |
coverage ratio to over 1% in the last quarter df120

AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET
December 31
2012 2011

Government bonds $ 33,019,092 $ 15,222,035
Bank debentures 32,647,365 28,535,815
Corporate bonds 9,882,062 4,099,907
Listed stocks 395,092 763,363
Beneficial certificates 334,761 355,887
Beneficial securities under securitization 253,418 4,547,001
Oversea bonds 136,249 -

76,668,039 $ 53,524,008

As of December 31, 2012 and 2011, the availables#éte financial assets, which amounted to $1,2@5,50
thousand and $3,248,136 thousand (face valuectgely, had been sold under repurchase agreements
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11. FINANCIAL ASSET SECURITIZATION

E.SUN Bank entered into four trust contracts witheTHong Kong and Shanghai Banking Corporation
Limited (HSBC, the trustee) and transferred E.SUIBs rights and risks on bondholding to the tresie
accordance with the Financial Asset Securitizathmt. Upon the transfer, the trustee acquired the
bondholder’s rights from E.SUN Bank and the trusesied beneficial securities named E.SUN CBO
2005-1, E.SUN CBO 2005-2, E.SUN CBO 2007-1 and ENSTBO 2007-2 to investors and passed to
E.SUN Bank the funds raised on securities issuatmag with the retained beneficial securities (BNSU
CBO 2005-1 is Type D; E.SUN CBO 2005-2 is Type @y ahe sold equity securities with interest
receivable.

The issuance period for E.SUN CBO 2005-1 that arealito $10,050,000 thousand, is between October
19, 2005 and July 20, 2012. Interest is payabkatgtly, and the beneficial securities maturedyean
January 20, 2011.

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

Percentage to

Type of Beneficial Total Amount
Security Repayment Priority  Issued Amount  Interest Rate Issued
Al First $ 2,500,000 0% 95.36
A2 First 6,215,000 0% 90.08
A3 First 5,774,349 0% 83.60
B Second 1,908,281 0% 82.03
C Third/remainder 1,943,370 None

In the meeting on February 24, 2012, the benefagasf E.SUN CBO 2005-2 resolved to liquidate ttustt
before maturity. On March 20, 2012, the bondshia &asset pool of E.SUN CBO 2005-2 were sold.
E.SUN Bank received $5,920,841 thousand from tlevery of the retained beneficial securities and
residual trust assets. Thus, E.SUN Bank recogritde@44,490 thousand as realized gain on liquidatio
(part of realized gains on available-for-sale ficiahassets).

E.SUN Bank is the servicer of E.SUN CBO 2005-1, INSCBO 2005-2 and E.SUN CBO 2007-1.
Future service income on these contracts is exgdoteover all service costs; thus, no servicetasse
service liability is recognized. E.SUN Bank keethge retained beneficial securities and claims the
residual future cash flow after the investors ailtbeir income based on the trust contract. dfgacurity
issuers cannot disburse funds upon security mgttiie investors and the trustee have no righecburse

on E.SUN Bank’s other assets. In addition, thenets to the investors take precedence over those o
the retained beneficial securities. The valuehef tetained beneficial securities will be affectsdthe
credit risk of the bond issuers, interest rate, ri$&.

a. Key assumptions used in measuring retained io@iefecurities:

E.SUN CBO
2005-2
December 31,
2011

Projected advance reimbursement rate 0%
Projected credit loss rate 2%
Discount rate for residual cash flows 0.833%
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b. Sensitivity analysis:

As of December 31, 2011, the key assumptions amaéhsitivity of the current fair value of residual
cash flows to the immediate adverse changes byai¥$20%, respectively, were as follows:

E.SUN CBO
2005-2
December 31,
2011

Carrying amount of retained beneficial securities $ 4,285,209
Projected credit loss rate (annual) 2%
Impact on fair value of 10% adverse change (69,467)
Impact on fair value of 20% adverse change (74,163)

c. There had been no credit loss on the securibipeds; thus, the expected static pool creditlakswas
equal to the projected credit loss rate.

d. Cash flows

Cash flows resulting from the securitization wesdalows:

E.SUN CBO
2005-1 E.SUN CBO 2005-2 E.SUN CBO 2007-1
December 31, December 31 December 31

2011 2012 2011 2012 2011
Service income $ 40 $ 1,065 $ 2,067 $ 600 $ 600
Receipt of reserve deposit 34,422 - - - -
Receipt of retained beneficial

securities and residual trust assets 50,133 5,920,841

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

2012 2011
Negotiable certificates of deposit $ 201,300,000 $ 235,210,000
Government bonds 6,264,653 9,825,349
Corporate bonds 1,640,723 3,381,152
Bank debentures 1,166,755 4,434,944
Overseas certificates of deposit 474,366 60,556
Overseas bonds 289,204 301,236
Beneficial securities under securitization 32,862 70,622

$ 211,168,563 $ 253,283,859

As of December 31, 2012 and 2011, the held-to-ritgtfinancial assets, which amounted to $2,013,400
thousand and $5,522,000 thousand (face valuelctgely, had been sold under repurchase agreements

In 2011 and 2010, the Company disposed of some idsbuments due to the severe deterioration of
debtor's credit. The disposed amount accountedrflyra small portion of the held-to-maturity fircal
assets, and the Company had no intention to réfgldlse rest of these investments. The realizesd lon
disposal was $12,900 thousand (part of other ner@st gains) in 2011. As of December 31, 2012 and
2011, the accumulated disposed amounts from thetip@e years were both $471,782 thousand, and the
accumulated realized losses on disposal were bbihs,$17 thousand. Accumulated disposed amount
accounted for 0.22% and 0.19% of held-to-maturiaricial assets as of December 31, 2012 and 2011,

respectively.
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13. OTHER FINANCIAL ASSETS, NET

December 31

2012 2011
Debt instruments with no active market, net $ 4,063,185 $ 3,171,995
Financial assets carried at cost, net 1,538,887 1,508,965
Guarantee deposits received on futures contracts 440,946 362,815
Others 94,726 99,727

$ 6,137,744 $ 5,143,502

Financial assets carried at cost were unlisted ammstocks or stock warrants with no quoted market
prices in an active market and with the fair vail@ could not be reliably measured. Thus, theseta
were measured at cost. Some investees had opelasises; thus, the Company recognized impairment
losses of $69,423 thousand and $63,265 thousarfthamcial assets carried at cost in 2012 and 2011,
respectively.

Debt instruments with no active market were aofod:

December 31

2012 2011
Corporate bonds $ 4,063,185 $ 2,367,740
Beneficial securities under securitization - 695,499
Credit-linked products - host contract - 100,000
Preferred stock - 8,756

4,063,185 $ 3,171,995

The Company recognized an impairment loss of $8tfiéGsand on debt instruments with no active market
in 2012 because an investee had operating losses.

Guarantee deposits received on futures contracts agefollows:

December 31

2012 2011
Deposits in bank $ 329,041 $ 264,690
Deposits held by futures commission merchantscsaaing
member 111,898 -
Deposits held by futures commission merchantsrameclearing
member - 98,102
Securities 7 23
$ 440,946 $ 362,815
Guarantee deposits received on futures contracts $ 440,946 $ 362,815
Less: Commission revenue 326 248
Futures transaction tax 101 75
Temporary receipts 19 75
Customers’ equity accounts - futures (Note 20) $ 440,500 $ 362,417

-28 -



Before July 2012, E.SUN Securities was not a ftwtearing member. Thus, the margins and premiums
collected from futures traders were transferredhtfutures commission merchant who is qualified for
clearing. Since July 16, 2012, E.SUN Securitiesob®es a futures clearing member and is eligible for

14.

clearing and settlement operation.

PROPERTIES, NET
December 31
2012 2011
Cost
Land $ 9,893,362 $ 9,473,845
Buildings 7,083,444 6,616,820
Computers 3,403,594 3,146,461
Transportation equipment 534,685 507,516
Miscellaneous equipment 1,881,530 1,681,262
22,796,615 21,425,904
Less: Accumulated depreciation
Buildings 2,050,261 1,789,802
Computers 2,550,254 2,496,838
Transportation equipment 406,235 374,592
Miscellaneous equipment 1,337,433 1,221,914
6,344,183 5,883,146
16,452,432 15,542,758
Prepayments 217,482 349,726

$ 16,669,914 $ 15,892,484

. INTANGIBLE ASSETS, NET

December 31

2012 2011
Goodwiill $ 3,808,089 $ 3,749,066
Computer software 332,313 262,580
Core deposit 38,102 40,642
Customer relationship 8,563 9,098

1,840 2,061

$ 4,188,907 $ 4,063,447

Deferred pension cost

In testing assets for impairment, the Company asagcoverable amounts (a) value in use for aratipgr
segment defined as a cash-generating unit (CGU)(l@nnet fair value for rentable assets and idkets.
Goodwill on the acquisition of the Kaohsiung Bus®eBank Co., Ltd., Chu Nan Credit-Cooperative
Association and Chiayi The Fourth Credit Coopegrativas allocated to operating segments (CGUs with
allocated goodwill). The Company estimates thet fiee years’ cash flows of a CGU by taking into
consideration the actual performance of each CGukiness cycle, etc. under the going-concern
assumption. The discounted present value of das¥sfis used to determine the value in use of each
CGU. The discount rates for future cash flows &3 were determined using the capital asset pricing
model (CAPM). The testing for asset impairmentvga that no impairment losses had been incurred.
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16.

17.

18.

OTHER ASSETS, NET

December 31

2012 2011

Rentable assets, net (less accumulated deprecationnting to

$48,209 thousand in 2012 and $41,974 thousandlih 20d less

accumulated impairment amounting to $8,160 thousa2012

and $24,139 thousand in 2011) $ 1,443,721 $ 952,434
Refundable deposits, net 1,310,973 1,246,880
Idle assets, net (less accumulated depreciatiomating to $33,907

thousand in 2012 and $25,186 thousand in 2011emd |

accumulated impairment amounting to $28,745 thaliga2012

and $28,831 thousand in 2011) 829,168 345,993
Operating deposits and settlement funds 707,330 698,058
Prepaid expenses 148,072 185,385
Foreclosed collaterals 46,507 54,602
Securities brokerage accounts, net 16,154 40,883
Deferred charges, net 9,957 9,599

$ 4,511,882 $ 3,533,834

There were no indications that the value in useeotable assets, idle assets and foreclosed calste
significantly exceeded net fair value, which wagdigs the recoverable amount. Thus, the Company
designated real estate appraisal firms and the Goy'p appraisal center to valuate these assetsisetl

the valuation amounts as the net fair values adehessets. In accordance with the valuation ofaiet
value, the Company recognized a reversal of imgaitrtoss amounting $15,656 thousand in 2012.

In accordance with the valuation of the recoverahieount of refundable deposits, the Company
recognized a reversal of impairment loss amour#ih883 thousand in 2012.

DUE TO THE CENTRAL BANK AND OTHER BANKS
December 31
2012 2011

Call loans from banks $ 40,100,818 $ 29,683,742
Deposits from Chunghwa Post Co., Ltd. 5,986,310 8,026,290
Bank overdraft 372,282 34,946
Due to banks 169,215 275,532
Due to the Central Bank 24,199 32,416

$ 46,652,824 $ 38,052,926

COMMERCIAL PAPER ISSUED, NET
The face values of commercial paper issued were 898 thousand and $952,000 thousand, and the

annual discount rates were from 0.78% to 0.93%feord 0.78% to 0.88% as of December 31, 2012 and
2011, respectively. These financial instrumenteeveecepted and guaranteed by financial institation
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19. SECURITIES SOLD UNDER REPURCHASE AGREEMENTS
Securities sold for $4,957,725 thousand and $1333%7thousand, under repurchase agreements as of
December 31, 2012 and 2011, respectively, wouldusehased for $4,966,886 thousand and $13,261,731
thousand by July 24, 2013 and June 28, 2012, rigplgc

20. PAYABLES

December 31

2012 2011

Checks for clearing $ 10,608,961 $ 9,408,051
Acceptances 2,847,478 2,263,778
Accrued expenses 2,111,958 1,436,712
Accrued interest 1,988,480 1,816,205
Factored accounts payable 1,249,839 1,380,320
Tax payable 1,051,166 163,016
Payables for short-sale transactions 593,367 503,502
Collections payable 584,364 434,677
Deposits on short-sale transactions 524,051 455,148
Accounts payable 518,216 333,006
Customers’ equity accounts - futures 440,500 362,417
Others 1,951,033 1,119,852

$ 24,469,413 $ 19,676,684

21. DEPOSITS AND REMITTANCES

December 31

22.

2012 2011

Deposits:

Checking $ 17,936,974 $ 11,187,216

Demand 240,958,386 199,927,066

Savings - demand 278,912,231 248,676,075

Time 233,215,187 253,234,002

Negotiable certificates of deposit 1,942,400 9,469,600

Savings - time 250,402,815 232,184,461
Remittances 452,136 315,542

BONDS PAYABLE

Bank debentures

ESFHC's unsecured corporate bonds - first issiz00b
ESFHC's unsecured corporate bonds - first issd0v
ESFHC's unsecured corporate bonds - first iss@ird
ESFHC's unsecured corporate bonds - first iss@®irP
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$ 1,023,820,129 $ 954,993,962

December 31

2012 2011
$ 47,000,000 $ 39,000,000
- 5,000,000
500,000 500,000
2,000,000 2,000,000
3,800,000 -
$ 53,300,000 $ 46,500,000



On December 15, 2005, ESFHC made a first issuenstaured subordinated corporate bonds with
aggregate face value of $5,000,000 thousand andabae of $10,000 thousand. The bond will matare i
seven years, and principal is repayable on maturityterest is payable quarterly at the floatinig far the
one-year time savings deposit of Chunghwa Postl@a. plus 0.4%.

On December 13, 2007, ESFHC made a first issuenskaured subordinated corporate bonds with
aggregate face value of $500,000 thousand andgbae wf $10,000 thousand. The bond will mature in
seven years, and principal is repayable on maturityterest is payable annually at 90 days’ interate

for commercial paper (stated below) plus 0.6%.

On April 28, 2010, ESFHC made a first issue of ensed subordinated corporate bonds with aggregate
face value of $2,000,000 thousand and par valu®16f000 thousand. The bond will mature in seven
years, and principal is repayable on maturity. erdest is payable annually at annual interest mat@.7%.

On June 29, 2012, ESFHC made a first issue of unsécsubordinated corporate bonds with aggregate
face value of $3,800,000 thousand and par valugl6f000 thousand. The bonds will mature in seven
years, and principal is repayable on maturity. erdest is payable annually at 1.75%

Details of bank debentures issued by E.SUN Banlkafellows:

December 31
2012 2011

Bonds issued on June 24, 2005; 2.75% interestpmganually;

principal repayable on maturity (10 years afterifiseie date). $ 5,000,000 $ 5,000,000
Subordinated bonds issued on October 11, 2005gBiteate at the

one-year time savings deposit floating rate of Gmwa Post Co.,

Ltd. plus 0.425%, payable quarterly; principal nggale on

maturity (7 years after the issue date). - 2,000,000
Subordinated bonds issued on October 19, 200552 18terest,

payable annually; principal repayable on maturity€ars after

the issue date). - 1,400,000
Subordinated bonds issued on November 4, 2005gstiteate at the

one-year time savings deposit floating rate of Gjmwa Post Co.,

Ltd. plus 0.4%, payable annually; principal repdgain maturity

(7 years after the issue date). - 1,600,000
Two types of subordinated bonds issued on Augus?@d6; interest

rate at (a) 90 days’ interest rate for commercagigr plus 0.25%

for type A bond; and (b) 2.60% interest for typedhd; interest

payable annually for both bond types; principabnggble on

maturity (7 years after the issue date). 6,000,000 6,000,000
Two types of subordinated bonds issued on Jun2,; interest

rate at (a) the one-year time savings depositifigatite of Bank

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

rate for commercial paper plus 0.39% for type Bdyonterest

payable annually for both bond types; principabrggble on

maturity (7 years after the issue date). 3,700,000 3,700,000
Subordinated bonds issued on February 15, 2008%Bidterest,

payable annually; principal repayable on maturity¢ars after

the issue date). 2,300,000 2,300,000
Subordinated bonds issued on October 24, 2008%3idferest,

payable annually; principal repayable on maturity¢ars after

the issue date). 300,000 300,000

(Continued)
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Subordinated bonds issued on February 20, 2000%iaterest
payable annually; principal repayable on matustyé¢ars after
the issue date).

Subordirated bonds issued on March 5, 2009; 2.15% intpessible
annually; principal repayable on maturity (5.5 yeatter the issue
date).

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

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

Subordinated bond issued on July 17, 2009; 2.5étdat payable
annually; principal repayable on maturity (7 yeaifter the issue
date).

Subordinated bond issued on October 20, 2009; 2i8&Xest
payable annually; principal repayable on maturity¢ars after
the issue date).

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

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

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

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

Subordinated bonds issued on April 27, 2012; 1.58&sest payabl
annually; principal repayable on maturity (7 yeaifter the issue
date).

Subordinated bonds issued on June 28, 2012; 1.6&@%est payable
annually; principal repayable on maturity (10 yeafter the issue
date).

Two types of subordinated bonds issued on Auguse@¥2; interest
rate at (a) 1.50% for type A bond; and (b) 1.62%type B bond,;
interest payable annually for both bond types;qpial repayable
on maturity (7 years for type A bond and 10 yeardyfpe B bond
after the issue date).

December 31

2012

$ 1,000,000

500,000

500,000

1,800,000

900,000

1,500,000

3,000,000

2,500,000

2,100,000

2,900,000

2,280,000

2,720,000

8,000,000

2011

$ 1,000,000

500,000

500,000

1,800,000

900,000

1,500,000

3,000,000

2,500,000

2,100,000

2,900,000

47,000,000 $ 39,000,000

(Concluded)

Commercial paper interest rates for 90 days aratiflg interest rates were based on the averageghte
rates quoted by Hong Kong's Moneyline Telerate Redters.
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To increase E.SUN Bank’s capital adequacy ratio endtrengthen its capital structure, the board of
directors of E.SUN Bank resolved in their meeting March 22, 2013 to issue subordinated bank
debentures of $5,000,000 thousand. The applicatidhis issuance will be submitted to the authesit
for their approval.

Information on corporate bonds designated as avédie through profit or loss is as follows:

December 31

2012 2011
ESFHC'’s unsecured overseas convertible bonds i 200 $ 4,556,616 $ 4,556,616
Valuation adjustment 890,499 684,879

$ 5,447,115 $ 5,241,495

On July 24, 2008, ESFHC issued US$200,000 thousanth of overseas convertible bonds (the “Bonds”)
with par of US$100,000 or an integral multiple &t  Interest is payable semiannually at 2.3% from
July 24, 2008 to July 24, 2013 and at 0% after 2dly2013. The terms of the Bonds are as follows:

a. Redemption method

ESFHC will redeem the Bonds on the maturity datea girice equal to 100% of the outstanding
principal amount unless the Bonds had been preliotexleemed, repurchased and canceled or
converted.

1) Redemption at the option of ESFHC

ESFHC may redeem all the Bonds at one time, iat. precemeal, at 100% of the principal plus a
premium (the “Early Redemption Amount”) at any titifieany changes in the ROC tax laws or
regulations would require ESFHC to gross up therayt of interest or premium.

2) Redemption at the options of holders

a) Each holder of the Bonds has the right to regiBFHC to redeem all or part of the Bonds only
on July 24, 2013 at 110% of the principal unless Bonds had been previously redeemed,
repurchased and canceled or converted.

b) Each holder has the right to require ESFHC tp dduor a portion of the holder’'s Bonds at the
Early Redemption Amount if (a) the shares ceasbketdisted or admitted for trading on the
Taiwan Stock Exchange for at least five consecutiaeing days; (b) there is a change of
control over ESFHC (including but not limited t@ldange of half of the members of ESFHC’s
board of directors.); (c) ESFHC fails to maintamissuer rating at or above at least one of the
following levels: (i) BBB - rating by Standard &oBr’'s Corp.; (ii) Baa3 rating by Moody’s
Investors Service; (iii) BBB - rating by Fitch Indiv) twBBB - rating by Taiwan Ratings
Corp.; (v) BBB - (twn) rating by Fitch InternatidieTaiwan branch; or (vi) Baa3.tw rating by
Moody’s Credit Rating Co., Ltd., and this failurentinues for 60 consecutive days; or (d) the
capital adequacy ratio of ESFHC, E.SUN Bank or BNS&curities decreases to a level that is
below the minimum standard set by the relevantlatgry authorities and remains at such a
level for 60 consecutive days.

b. Maturity date

The maturity period is 10 years after Bond issuanc&ince Bonds were issued on July 24, 2008, their
maturity is on July 24, 2018.
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23.

c. Pledged
Negative.

d. Conversion period

The bondholder can convert the Bonds to ESFHCsksfior the period starting on or after August 24,
2008 up to July 14, 2018. The holders of the Bphdsvever, will not be able to effect conversions
into shares during any closed period. A closepaneans (i) 60 days before the date of any génera
stockholders’ meetings; (i) 30 days before theedatt any special stockholders’ meetings; (iii) the
period from the date following the third tradingydaefore the date of ESFHC's notification to the
Taiwan Stock Exchange of the record date for thterdenation of stockholders entitled to the receipt
of dividends, subscription of new shares due tdtahjmcrease or appropriation of other benefitd an
bonuses; and (iv) such other periods during whiSIFIEC may be required to close its stock transfer
books under the ROC laws and regulations.

e. Conversion price

1) For bond conversions, the conversion prices(iafT$16.16 per share for any conversion from
August 24, 2008 to September 22, 2008 (the “Firangdhe Conversion Price”) and (i) NT$19.00
per share for any conversion from September 238 200July 14, 2018 (the “Second Tranche
Conversion Price”). The conversion price in U.Sllats is based on the exchange rate of
US$1.000=NT$30.406. The conversion price is silfieadjustment based on certain terms of
the related indenture.

2) If the average closing price of the shares fbc@nsecutive trading days immediately prior toheac
anniversary of the issue date (“Reset Date”), cdedanto U.S. dollars at the prevailing rate oa th
Reset Date, is less than the conversion price itheffect converted into U.S. dollars at the fixed
exchange rate, the conversion price will be adflistél'he conversion price adjustment should only
be downward and should not be less than 80% ds#vend Tranche Conversion Price.

ESFHC lowered the conversion price for the Secorahdhe to NT$14.22 per share on the reset date in
2009 and to NT$13.80 per share in August 2009 tsecatiits issuance of new shares for a capitabass:.

In August 2010, September 2011 and August 2012endively, ESFHC again lowered the conversion
price for the Second Tranche to NT$13.08, NT$15a8d NT$11.10 per share, respectively, because of it
issuance of new shares for another capital increase

As of December 31, 2012, the Bonds with an aggeegat of US$50,200 thousand had been converted.

To enhance its long-term competitiveness and dtinengts capability to meet the challenges of Talwa
financial holding industry, ESFHC entered into anvestor agreement with Morgan Stanley Apollo
Holdings (Cayman) Ltd. and Morgan Stanley Apollddilngs 2 (Cayman) Ltd. (jointly, the “MS”) on July
10, 2008. Under regulatory approvals, ESFHC gthiM& the right to appoint an ESFHC director. To
date, MS has not decided whether it would exertiseright.

OTHER BORROWINGS
December 31,
2011
Unsecured debts - interest rate was 1.55% in 2011 $ 6,000
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24,

25.

26.

OTHER FINANCIAL LIABILITIES
December 31
2012 2011
Principal of structured products $ 1,208,633 $ 1,631,949
Guarantee deposits received 138,740 208,178
Appropriations for loans 56,363 94,606
$ 1,403,736 $ 1,934,733
OTHER LIABILITIES
December 31
2012 2011
Advance receipts $ 797,453 $ 960,411
Reserve for losses on guarantees 116,200 66,504
Reserve for land revaluation increment tax 95,212 79,368
Deferred tax liabilities 79,828 320,058
Others 30,061 25,662
$ 1,118,754 $ 1,452,003
PENSION PLAN

The Company has pension plans for all regular epagle. Upon retirement, an employee will receie th
Company’s contributions before the Labor Stand#ds(LSA), which were credited to his/her account,
plus earnings thereof and an amount calculatecherbasis of length of service after the LSA effexti
date, and monthly average basic pay of the yearrbektirement. E.SUN Bank amended the defined
benefit plan in 2005. Upon retirement, an employéle receive an amount calculated on the basis of
service years.

ESFHC makes monthly contributions, equal to 5.54%ataries and wages, to a pension fund. The fund
is deposited in the Bank of Taiwan in the nameha&f Supervisory Committee of Worker’ Retirement
Preparation Fund, which manages the fund.

E.SUN Bank makes monthly contributions, equal to @&alaries and wages, to a pension fund. The
fund is deposited in the Bank of Taiwan in the nahthe Supervisory Committee of Workers’ Retirenen
Preparation Fund, which manages the fund. Theréifice between the foregoing contributions and the
pension costs based on actuarial calculations 8N Bank is deposited in a financial institutionthe
name of the employees’ pension fund administratmmmittee.

E.SUN Securities makes monthly contributions, etdl% of salaries and wages, to a pension fundhe T

fund is managed by the Supervisory Committee of R&i@’ Retirement Preparation Fund and deposited in
its name in the Bank of Taiwan.
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The Labor Pension Act (the “Act”) took effect onlydd, 2005. A new defined contribution pensionmpla
is stipulated by this Act. Employees may chooseptinsion mechanism under the LSA or under this Act
For those employees who were subject to the LSArbethe enforcement of this Act, still work for the
same business entity after the enforcement ofAbisand choose to be subject to the pension mésinan
under this Act, their service year before the etdorent of this Act will be retained. Under the Atie
rate of an employer's monthly contribution to thabbr Pension Fund should be at least 6% of the
employee’s monthly wages. On the other hand, tbmgany has continued to make monthly pension
contributions for the employees who chose the ddfivenefit plan under the LSA.

Pension expenses recognized by the Company we82Z3thousand and $201,549 thousand in 2012 and
2011, of which $189,345 thousand and $165,824 #raljgespectively, were under the Act.

Other information in 2012 and 2011 on the definendiit plan is as follows:

a. Net pension cost

2012 2011
Service cost $ 23,461 $ 24,069
Interest cost 24,020 25,394
Actual loss (return) on plan assets (96,187) 104,108
Amortization 94,108 (116,916)
Prepaid pension cost upper limit adjustment (930) (930)
Net pension cost $ 44,472 $ 35,725

b. Reconciliation of the plan funded status to bedasheet amounts

December 31

2012 2011

Benefit obligation:

Vested benefit obligation $ (148,710) $ (130,877)

Non-vested benefit obligation (837,525) (765,533)

Accumulated benefit obligation (986,235) (896,410)

Additional benefits based on future salaries (506,273) (476,063)

Projected benefit obligation (1,492,508) (1,372,473)
Fair value of plan assets 1,144,520 1,049,982
Funded status (347,988) (322,491)
Unrecognized transitional net asset (9,278) (9,467)
Unamortized prior service cost 55,195 64,999
Unamortized net pension gains or losses 339,004 301,271
Additional minimum pension (6,486) (4,603)
Prepaid pension cost upper limit adjustment (4,651) (5,581)
Prepaid pension cost (part of other assets - other) (32,551) (29,561)
Pension liabilities (part of other liabilities -atr) $ (6,755) $ (5,433)
Vested benefits $ (168,741) $ (150,663)

-37 -



c. Actuarial assumptions

December 31

2012 2011
Discount rate 1.60%-1.70%  1.75%-1.90%
Rate of increase in compensation 2.00%-2.50%  2.00%-2.50%
Expected long-term rate of return on plan assets 1.60%-1.70%  1.75%-1.90%
d. Summary of pension fund contributions and paysien
2012 2011
Contributions $ 48,024 $ 39,170
Payment of benefits $ 49,673 $ 27,766
27. SERVICE FEE AND COMMISSION INCOME, NET
2012 2011
Service fee and commission income $ 8,832,777 $ 7,312,585
Service charge and commission expenses (1,361,164) (1,039,721)
$ 7471613 3 6,272,864
28. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENS ES
2012 2011
Personnel expenses
Salaries $ 5,255,920 $ 4,601,478
Insurance 359,585 315,504
Pension 233,817 201,549
Other 282,055 229,074
Depreciation expenses 692,832 667,538
Amortization expenses 192,800 207,399

29.

INCOME TAX

Under Article 49 of the Financial Holding Compangvi, a financial holding company (FHC) can elect to
file consolidated income tax returns for the regelaporate income tax as well as the 10% incomeita
undistributed earnings for FHC and its domesticsaliries if the FHC holds more than 90% of the
subsidiaries’ outstanding shares for the entireyesat. ESFHC meets this shareholding requirement.

ESFHC and its subsidiaries started to file constdid tax returns since 2003.
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a. Income tax was calculated as follows:

Income tax expense - current before tax credits
Net changes in deferred income tax:
Loss carryforwards
Tax credits
Valuation allowance
Unrealized gain or loss on financial instruments
Goodwill
Impairment losses on assets
Unrealized foreign exchange gain or loss
Allowance for possible losses on loans and recésgadnd
reserve for losses on guarantees
Others
Tax on unappropriated earnings (10%)
Adjustment of prior year's income tax
Tax effect on consolidated tax returns

Income tax expense

2012
$ 1,550,516

52,396
7,297
5,274
3,457
2,412

(6,102)

(38,061)

(212,480)
(1,823)
4,902
(5,098)
(67.007)

$ 1,295,683

2011
$ 471,077

234,729
1,881
(8,524)
421
2,314
(6,668)
88,376

(135,644)
(36)
11,640
3,746

(105,257)
$ 558,055

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

before income tax is shown below:

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

Permanent differences

Temporary differences

Tax under the Alternative Minimum Tax Act

Income tax expense - current before tax credits

2012

$ 1,420,166

(123,966)

251,869

2,447

$ 1,550,516

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

Deferred income tax assets
Unrealized loss on the valuation of financial ingtents
Allowance for possible losses on loans and recé#gadnd
reserve for losses on guarantees
Impairment losses on assets
Cumulative translation adjustments
Others

Less: Valuation allowance
Deferred income tax liabilities

Goodwill
Unrealized foreign exchange gain

Net deferred income tax liabilities
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2011

$ 687,209
(276,482)
51,237

9,113

$ 471,077

December 31

2012

$ 142,482

348,165
29,331
46,787

1,925

568,690
18,468

550,222

(627,385)

(2,665)
(630,050)

$ (79,828)

2011

$ 198,598

135,685
23,229
1,221
102
358,835
13,194
345,641

(624,973)

(40,726)
(665,699)

$ (320,058)



Imputed tax credit is summarized as follows:

E.SUN E.SUN
ESFHC Bank Securities ESIB ESVC

Balance of the imputation credit account

(ICA)

December 31, 2012 $ 22,624 $ 12,416 $ 3,074 $ - $ 5,950

December 31, 2011 73,653 21,485 1,461 - 5,964
Estimated creditable tax ratio for 3.50% 0.17% 6.96% - 24.38%

distributing the 2012 earnings
Actual creditable tax ratio for 12.92% 0.67% 2.59% - 6.21%

distributing the 2011 earnings (Cash dividends)

0.66%
(Stock dividends)

The actual creditable tax ratio may differ from th&timated creditable tax ratio since this ratio is
computed on the date the dividend is actually paidistributed.

The unappropriated earnings generated befotmdat, 1997 were as follows:

E.SUN E.SUN
ESFHC Bank Securities ESIB ESVC
December 31, 2012 and 2011 $ - $ 91,777 $ - $ - $ -

The years for which income tax returns had ®emined by the tax authorities were as follows:

E.SUN E.SUN
ESFHC Bank Securities ESIB ESVC
2007 2007 2007 2007 2007

On ESFHC's income tax returns of 2004 to 208&,tax authorities disapproved ESFHC’s claim that
operating and interest expenses were deductible fraxable income; thus, the taxable income

increased by $730,232 thousand. In addition, the authorities denied the deduction shown on
ESFHC's 2006 return of a realized investment Idsg383,424 thousand and the loss on conversion of
convertible corporate bonds of $19,230 thousan@0@6. However, ESFHC claimed that its core

operation is not investment, and thus should benpked from the allocation of operating or interest

expenses. In addition, it claimed the authoritigehial of the above deduction was unreasonable.
Therefore, ESFHC initiated an administrative litiga. ESFHC did not accrue any additional tax

expense because ESFHC believes the possibilityo#ive result on this litigation is high.

From their assessment of ESFHC’s 2005 stockholdersuted tax credit returns, the tax authorities
determined that ESFHC made an over-distributiothefstockholders’ imputed tax credits by $43,901
thousand on taxes withheld from interest revenubamis pertaining to periods when those bonds were
held by other investors. Thus, ESFHC also inilata administrative litigation. The tax authostie
reexamination showed ESFHC did not make this oi&rtolution.

. In the assessment of the 2001 to 2005 (excepB)2@x returns of E.SUN Bank, the tax authorities

denied the creditability of 10% withholding tax imerest revenue on bonds pertaining to periodswhe
those bonds were held by other investors. The aathorities examined E.SUN Bank's
over-distribution of the stockholders’ imputed taredit amounting to $27,416 thousand in their
assessment of the 2001 to 2005 (except 2003) sitwtedis’ imputed tax credit returns because of the
foregoing withholding taxes. E.SUN Bank filed gphcation for the refund of overpaid tax and also
initiated an administrative litigation. E.SUN Badkl not accrue the related liabilities becausetdite
authorities’ reexamination showed no over-distithutof the stockholders’ imputed tax credit on the
2002 to 2005 (except 2003) stockholders’ imputecdctadit returns.
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For the aggregate amount for goodwill amortizatadn$4,078,277 thousand resulting from E.SUN
Bank’s acquisition of Kaohsiung Business Bank Ctd, (KBB) and reported in the income tax returns
for 2004 to 2007, the tax authorities disapproves related expense because the authorities mainly
considered the goodwill on the purchase of KBB'sets liabilities and operations as having resulted
from a subsidy authorized by the Executive Yuabdaeleased from the Resolution Trust Corporation
fund and not E.SUN Bank’s use of its own cash. UN®ank disagreed with the tax authorities’
decision and initiated an administrative litigatiorin addition, E.SUN Bank did not accrue the efat
liabilities because the possibility of a positiesult on E.SUN Bank’s administrative litigatiorhigh.

E.SUN Securities initiated an administrativeightion for the tax authorities to reconsider the
assessment of stock warrants pertaining to its 2@@%ne tax return. Nevertheless, E.SUN Securities
accrued an additional income tax payable of $11th@@sand on these stock warrants in 2009.

E.SUN Securities’ assessed income tax on its 200@e tax return was $55,667 thousand more than
that reported to the tax authorities. The increaas mainly due to the tax authorities’ (a) conside

the loss on the hedge of stock warrants as a tfaldiss on securities; (b) believing that E.SUN
Securities should have recognized interest revemuecertain bonds; and (c) the denial of the
amortization expense on operating rights obtaimenh fthe acquisition of Yung Li Securities. Thus,
E.SUN Securities initiated an administrative litiga to reconsider the assessment of stock watrants
but, in observance of the conservatism princigleccrued in 2009 an additional income tax payable
for 2006 based on the estimated outcome of thearemation of the 2006 income tax return. On
certain cases involving interest revenue from bardsthe amortization of operating rights on it6&0
income tax return, E.SUN Securities claimed anaase of $15,101 thousand in tax payable, was
unreasonable and thus initiated an administrativgation. E.SUN Securities did not accrue the
related liabilities because E.SUN Securities belsethe possibility of a positive result on this
administrative litigation is high.

E.SUN Securities’ assessed income tax on its 200dhe tax return was $11,591 thousand more than
that reported to the tax authorities. The increaae mainly due to the tax authorities’ (a) rejectof

the amortization expense on operating rights obthiinom the acquisition of Yung Li Securities and
(b) opinion on the allocation of interest expenddgering from that of E.SUN Securities. Thus,
E.SUN Securities will initiate an administrativdidation. The management of E.SUN Securities
claimed an increase of $10,059 thousand in taxkjay&as unreasonable and believed the possibility
of a positive result on the administrative litigatiis high. Thus, E.SUN Securities did not ace¢hee
related liabilities.

The enacted tax rate for calculating deferrexmbine taxes for 2012 and 2011 was 17%.

30. EARNINGS PER SHARE

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

Earnings Per Share

Amounts (Numerator) Shares (New Taiwan Dollar)
Before After (Denominator in Before After
Income Tax Income Tax Thousands) Income Tax Income Tax
2012
Basic earnings per share $ 6,925,643 $ 7,058,236 4,846,213 $ 143 $ 1.46
Effect of dilutive common shares:
Bonus to employees - - 15,812
Overseas convertible bonds 307,105 254,897 410,344
Diluted earnings per share $ 7,232,748 $ 7,313,133 5,272,369 $ 1.37 $ 1.39
(Continued)
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Earnings Per Share

Amounts (Numerator) Shares (New Taiwan Dollar)
Before After (Denominator in Before After
Income Tax Income Tax Thousands) Income Tax Income Tax
2011
Basic earnings per share $ 3,453,543 $ 3,484,348 4,439,922 $ 0.78 $ 0.78
Effect of dilutive common shares:
Bonus to employees - - 10,469
Overseas convertible bonds 203,649 169,029 403,933
Diluted earnings per share $ 3,657,192 $ 3,653,377 4,854,324 $ 0.75 $ 0.75
(Concluded)

If the bonus is in the form of cash or shares,Goenpany should presume that the entire amounteof th
bonus will be settled in shares, and the resuftimtgntial shares should be included in the weightetage
number of shares outstanding to be used in calogldiluted earnings per share (EPS) if the shaaee a
dilutive effect. The number of shares is estimabgddividing the entire amount of the bonus by the
closing price of the shares on the balance shéet dd'he dilutive effect of the potential sharesdseto be
included in the calculation of diluted EPS untiketlstockholders resolve the number of shares to be
distributed to employees in the following year.

The weighted average number of shares outstandmgHS calculation has been retroactively adjusied
reflect the effects of the stock dividends disttéalin the year following earning appropriation.

31. STOCKHOLDERS’ EQUITY
a. Capital stock

On June 28, 2011, the stockholders of ESFHC redotee use $2,662,310 thousand from the
unappropriated earnings as stock bonus to stocktwland also resolved to use $103,364 thousand
from the bonus to employees as stock bonus. Tgsepriations and bonus, which were a total of
271,700 thousand shares, were approved by the R&B®limistry of Economic Affairs (MOEA).

On June 28, 2011, the board of directors of ESFelblved to increase its capital by issuing 500,000
thousand shares at NT$15.00 per share. This issweas approved by the FSC and MOEA.

On June 22, 2012, the stockholders of ESFHC redobee use $2,287,500 thousand from the
unappropriated earnings as stock bonus to stoc&hohlhd also resolved to use $99,732 thousand from
the bonus to employees as stock bonus. The stgkisoof ESFHC also resolved to raise the
authorized capital to $100,000,000 thousand. Tgmragriations and bonus, which were a total of
235,700 thousand shares, were approved by the REGIQEA.

On September 19, 2012, the board of directors dfHES resolved to increase its capital by issuing
common stocks for the issuance of Global Deposi&rgres (GDS). ESFHC issued 8,000 thousand
units of GDS (one unit represents 25 common shawelsich equaled 200,000 thousand common
shares, at US$13.23 per share, on the Luxembowgk SExchange on October 22, 2012. This

issuance was approved by the FSC and MOEA. AsaifeBber 31, 2012, the paid-in capital of

ESFHC was $50,107,000 thousand.

To dispose of ESFHC's shares held by E.SUN BanlEHESissued 6,800 thousand units of GDS (one

unit represents 25 common shares), which equalé@Q@ thousand common shares, at US$14.5 per
share, on the Luxembourg Stock Exchange on Septe2iihb@004.
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The GDS holders are entitled to present their GRBscancellation and receive the corresponding

number of underlying common shares, and the comshames can be traded in the domestic stock
exchange market. As of December 31, 2012, the Gal@ers had canceled 17,346 thousand units
(equal to 433,651 thousand shares), ESFHC issugthbdisand units (equal to 3,560 thousand shares)
because of capital increase, and the deposit ageissued 3,285 thousand units (equal to 82,111
thousand shares). Therefore, the outstanding Gie 881 thousand units, which were equal to

22,020 thousand shares, or 0.4395% of ESFHC’s ¢otatanding common shares.

On March 22, 2013, the board of directors of ESHid&blved to distribute a part of unappropriated
earnings from 2012 as stock bonus to stockholderds stock bonus to employees. These
appropriations and bonus are still waiting for épproval from the stockholders.

Capital surplus

Under the related regulations, capital surplus imaysed to offset a deficit. Capital surplus agsi
from the issuance of shares in excess of par v@dseance in excess of common stock par value,
capital surplus from issuance of common stock fumlgination and treasury stock transactions) and
donation may be transferred to common stock onbts of the percentage of shares held by the
stockholders. Any capital surplus transferreddomon stock should be within a certain percentage
prescribed by law. Based on the Company Law rdvime January 4, 2012, the foregoing capital
surplus may be distributed as cash dividends als wel

Capital surplus from equity investments under thaitg method should not be distributed for any
purpose.

Under the Financial Holding Company Act and relad@éctives issued by the Securities and Futures
Bureau (SFB), the distribution of the unappropdatarnings that are generated by financial ingtitst
(the subsidiaries) before conversion to ESFHC amcbime part of capital surplus of the financial
holding company after conversion, is exempted ftbenappropriation restriction of the Securities and
Exchange Law.

The subsidiaries’ unappropriated retained earnlmgfere stock conversion amounted to $2,919,727
thousand, which was already stated as ESFHC'satapitplus as of its establishment date. In 2002,
the stockholders resolved to increase ESFHC'’s aapyt $1,800,000 thousand through the issuance of
stock dividends from capital surplus.

The capital surplus as of December 31, 2012 caom freasury stock transactions and the issuance of
shares in excess of par value. Capital surpluseswand uses were as follows:

Sources

From subsidiaries
Capital surplus (mainly additional paid-in capitalm share issuance in excess of

par value) $ 413,733
Legal reserve 2,776,834
Special reserve 109,230
Unappropriated earnings 2,919,727

6,219,524
Total capital stock of subsidiaries in excess dFHS’s issuance 600,000
Balance on January 28, 2002 6,819,524

From E.SUN Securities Investment Trust Corp. (E38Ifiich became a 100%
subsidiary of ESFHC in 2003 through a share swap

Legal reserve 4,350

Unappropriated earnings 7,861
6,831,735
(Continued)
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Corporate bonds converted into capital stock

In 2003 $ 9,005
In 2004 2,613,625
In 2006 2,252,133
In 2008 524,401
Treasury stock transactions recognized from sudnseti 3,015,943
Transferring of shares to employees by subsidiary 483
Cash dividends from ESFHC received by subsidiaries 208,161
Transferring of shares to employees by ESFHC 157,897

The difference between par value and issue pricthéissuance of common stock
from bonus to employees

In 2010 14,377
In 2011 48,674
In 2012 30,232
Additional paid-in capital from ESFHC'’s share issc@in excess of par value
In 2011 2,500,000
In 2012 1,062,422
Share-based payment for the subscription for ESEHEW shares by the employ
of ESFHC and its subsidiaries 200,132
19,469,220
Uses
Remuneration to directors and supervisors and bnesiployees by subsidiaries (156,458)
Issuance of ESFHC's stock dividends in 2002 (1,800,000)
Offset of deficit in 2003 (3,091,451)
Difference between par value and issue price forstigance of common stock frc
bonus to employees in 2009 (980)
$ 14,420,331
(Concluded)

Appropriation of earnings and dividend policy

When ESFHC appropriates its earnings, legal ressnmild be appropriated from the annual net
income less any accumulated deficit. A speciaémas may then be appropriated. Any remainder
should be appropriated as follows:

1) 96% as dividends to stockholders;
2) 1% as remuneration to directors; and
3) 3% as bonus to employees.

Under ESFHC's Articles of Incorporation, the stooklers may decide not to declare any dividends or
declare only a portion of distributable earningsli@glends.

Under ESFHC's dividend policy, the issuance of lstdiwidends takes precedence over the payment of
cash dividends to strengthen ESFHC's financialcstme. This policy is also intended to improve

ESFHC's capital adequacy ratio and keep it at alldugher than the ratio set under relevant
regulations. However, when dividends are declacegh dividends must be at least 10% of total
dividends declared, unless the resulting cash einddper share falls below NT$0.10.
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For 2012 and 2011, the bonus to employees and mation to directors, which totaled $271,413
thousand and $133,438 thousand, respectively, apdesented 3% (employees’ bonus) and 1%
(directors’ remuneration) of the appropriation afréngs, were accrued on the basis of past experien

If the bonus and remuneration proposed by ESFHG&dof directors change materially, the change
should be included in the expenses of the curreat.y If the bonus and remuneration approved by
ESFHC'’s stockholders differ from the Board of Dims’ proposal, this change should be treated as
change in accounting estimate, and the relatediadoexpenses should be adjusted in the year of the
stockholders’ approval of the bonus and remunaratidf bonus shares are resolved to be distributed
to employees, the number of shares is determinativiging the amount of bonus by the closing price
(after considering the effect of cash and stockdeivds) of the eve of the stockholders’ meeting.

Under the Company Law, legal reserve should be ogpjated until the reserve equals ESFHC's
paid-in capital. This reserve should only be usedffset a deficit. Under the Company Law revised
on January 4, 2012, when the reserve exceeds 258fIC’s paid-in capital, the excess may be used
to issue new shares or distribute cash dividends.

Under an SFB directive, a special reserve is ap@ig from the balance of the retained earningsat
amount that is equal to the debit balance of adsounthe stockholders’ equity section (such as
unrealized gain or loss on financial instrumentd ammulative translation adjustments, except tngasu
stocks). The balance of the special reserve isstall to reflect any changes in the debit balaffice o
the related accounts.

Under Financial Supervisory Commission (FSC) gumds, ESFHC reclassified the trading loss
reserve and default loss reserve made before 204ifietial reserve. This special reserve may ba use
to offset a deficit and may be appropriated whegalleeserve reaches 50% of ESFHC’s paid-in capital.
The special reserve from equity investments urtieetjuity method was $164,235 thousand for 2011.

The appropriations from the earnings of 2011 aritD2@ere approved in the stockholders’ meetings on
June 22, 2012 and June 28, 2011, respectively. appeopriations and dividends per share were as
follows:

Dividends Per Share

Appropriation of Earnings (NT$)
2011 2010 2011 2010
Legal reserve $ 348,434 $ 392,307
Special reserve 222,962 -
Cash dividends 915,000 760,660 $ 0.2 $ 0.2
Stock dividends 2,287,500 2,662,310 0.5 0.7

The bonus to employees and the remuneration tetdnefor 2011 and 2010, which were approved in
the stockholders’ meetings on June 22, 2012 and 2802011, respectively, were as follows:

2011 2010
Bonus to employees - cash $ 346 $ 3,604
Bonus to employees - stock 99,732 103,364
Remuneration to directors - cash 33,360 35,656

On the bonus to employees and the remunerationréctars, there was no difference between the
approved amounts and the accrued amounts recognitieel financial statements for 2011 and 2010.
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The appropriations from the 2012 earnings wereagal in the board of directors’ meetings on March
22,2013. The appropriations and dividends pereshie as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 705,824
Special reserve 390,849
Cash dividends 1,503,210 $0.30
Stock dividends 5,010,700 1.00

The proposal on the appropriation of the 2012 egs)i bonus to employees and remuneration to
directors is waiting for the approval of the stooklers. Information on earnings appropriation or
deficit offsetting can be accessed through the Waie of the Taiwan Stock Exchange
(http://emops.tse.com.tw).
Under the integrated income tax system, certaickbtmders are allowed tax credits for the income ta
paid by ESFHC.

32. RELATED-PARTY TRANSACTIONS

In addition to Table 4 and those mentioned in othetes, the significant related-party transactiare
summarized as follows:

a. Related parties

Related Party Relationship with the Company

E.SUN Foundation and E.SUN Volunteer & Social One third of the funds are donated by E.SUN
Welfare Foundation Bank
Fugi Consulting Co., Ltd. and Bank-Pro E-Service E.SUN Bank is a director of these two
Technology Co., Ltd. companies
Other ESFHC'’s and subsidiaries’ directors,
supervisors, managers and related to the
chairman and president of ESFM@hin the
second degree of consanguinity

b. Significant transactions with related parties
1) Loans and deposits

December 31

Interest
% to Interest Revenue
Amount Total Rate (%) (Expense)
2012
Loans $ 799,903 - 0.99-3.38 $ 11,245
Deposits $ 1,626,765 - 0-6.90 $ (12,339
2011
Loans $ 769,762 - 1.38-2.79 $ 8,916
Deposits $ 1,531,508 - 0-6.90 $ (16,029)
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2)

3)

4)

5)

The interest rates shown above were similar toapproximate, those offered to third parties.
However, the interest rates for deposits given smagers of E.SUN Bank were the same as the
interest rates for a certain amount of employeagngs deposits.

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

Directors as credit guarantors

December 31

Rate of
Guarantee
% to Interest Rate  Service Fee
Amount Total (%) (%)
2012 $ 178,000 - 1.316-2.17 -
2011 $ 155,250 - 1.261-2.17 -
2012 2011
% to % to
Amount Total Amount Total
Donation (part of general and administrative
expenses) $ 26,979 - $ 48,228 1
Others (part of general and administrative
expenses) $ 1117 - $ 4,067 -

The above donation is for E.SUN Volunteer & SotMlfare Foundation’s social welfare charity
and for the E.SUN Foundation’s cultural and edwaceti promotion.

In August 2012, E.SUN Volunteer & Social Welfafeundation entrusted some properties in
E.SUN Bank. E.SUN Bank charged $15 thousand (gas¢rvice fee income, net) accordingly.

The terms of the above transactions were similasrtapproximated, those for third parties.

. Subsidiaries’ related-party transactions ancarzds that each amounted to more than $100,000
thousand as of and for the years ended Decemb@032,and 2011

1)

E.SUN Bank
December 31
Interest
% to Interest Revenue
Amount Total Rate (%) (Expense)
2012
a) Loans $ 799,903 - 0.99-3.38 $ 11,256
b) Deposits $ 8,645,683 1 0-6.90 $ (75,132)
(Continued)
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December 31

Interest
% to Interest Revenue
Amount Total Rate (%) (Expense)
2011
a) Loans $ 769,762 - 1.38-2.79 $ 8,916
b) Deposits $10,304,861 1 0-6.90 $ (77,644)
December 31
2012 2011
% to % to
Amount Total Amount Total
c) Other receivable (part of receivables) -
ESFHC $ 152,340 - $ 242,628 1
d) Other payables (part of payables) -
ESFHC $ 750,147 3 $ 6,161 -

The other receivables and payables refer to ESFHilets consolidated corporate tax returns
from 2003.

e) Directors as credit guarantors

December 31

Rate of
Guarantee
% to Interest Rate Service Fee
Amount Total (%) (%)
2012 $ 178,000 - 1.361-2.17 -
2011 $ 155,250 - 1.261-2.17 -

The interest rates shown above are similar to,ppraximate, those offered to third parties.
However, the interest rates on deposits given toagers of E.SUN Bank are the same as the
interest rates on a certain amount of employeeashga deposits.

Under the Banking Law, except for consumer loargs government loans, credits extended by
E.SUN Bank to any related party should be 100%rseand the terms of credits extended to
related parties should be similar to those extemdehird parties.

2) E.SUN Securities

a) Deposits each amounting to more than $100,08@sdnd in E.SUN Bank as of December 31,
2012 and 2011

December 31

2012 2011
Deposit - futures exchange margins $ 176,819 $ 260,568
Operating deposits $ 575,000 $ 555,000
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b) E.SUN Securities entrusted to E.SUN Bank thd getilement of securities and applied for a
guarantee for overdraft amounting to $3,000,00@ishad as of December 31, 2012 and 2011.
For this overdraft, E.SUN Securities provided tideposits and real estate to E.SUN Bank as
collaterals as of December 31, 2012 and 2011. rGihencial institutions provided guarantee
for the overdraft for both years. As of Decembgr 3012 and 2011, there was no overdraft
amount.

c) For its business needs, E.SUN Securities apfitied short-term loan up to $200,000 thousand
from E.SUN Bank. The balances and interest expgefwethe short-term loan as of and for
the years ended December 31, 2012 and 2011, resbgcivere as follows:

Highest Balance
for the Year  Ending Balance

Ended as of Interest Rate Interest
December 31  December 31 (%) Expense
2012 $ 10,000 $ - 1.32-1.33 $ 11
2011 - - - -
3) ESVC
December 31
2012 2011
Deposits - E.SUN Bank $ 229,395 $ 219,715
4) ESIB
December 31
2012 2011
Deposits - E.SUN Bank $ 298,681 $ 288,683
Year Ended December 31
2012 2011
Cross-selling fee - E.SUN Bank $ 732,329 $ 75,305
d. Compensation of directors, supervisors and me&nagt personnel
2012 2011
Salaries $ 38,263 $ 31,871
Incentives 20,176 12,601
Special compensation 1,555 1,160
Bonus 72,159 35,738

$ 132,153 $ 81,370
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33. PLEDGED ASSETS

In addition to those mentioned in other notes, plexiged assets of the Company are summarized as
follows:

December 31

2012 2011
Financial assets at fair value through profit @sl¢bonds and
securities at face value) $ 467,803 $ 389,688
Receivables (bonds) 2,000 9,900
Available-for-sale financial assets (bonds at fealee) 316,870 51,000
Held-to-maturity financial assets (bonds and s¢iesrat face value) 16,329,080 22,936,936
Other financial assets 726 757

$ 17,116,479 $ 23,388,281

As of December 31, 2012 and 2011, the foregoingiritexs, with aggregate face value of $10,000,000
thousand and $10,900,000 thousand, respectivalyb&an provided as collaterals for day-term ovétdoa
comply with the Central Bank’s clearing system iisgent for real-time gross settlement (RTGS). The
unused overdraft amount at the end of the day rsaytee treated as liquidity reserve.

E.SUN Bank is authorized by the Central Bank (CBbhe Republic of China to act as a national treasu
agent bank. For its role as a CB’s agent and deegng its call loans from the CB, E.SUN Bank had
provided collaterals consisting of securities wabgregate face values of $5,000,000 thousand and
$10,300,000 thousand as of December 31, 2012 add, 2@spectively. It had also provided other
securities as collaterals for operating reserve fandneeting the requirements for judiciary prooisl
seizure.

To expand its capital sourcing and enhance itsiditu position, E.SUN Bank’'s Los Angeles Branch
obtained access privileges at the Discount Windbwhe Federal Reserve Bank of San Francisco. For
this access, the Los Angeles Branch pledged thenfiolg assets:

(In Thousands of U.S. Dollars)

Outstanding Collateral

Date Loan Balance Value
December 31, 2012 $ 15,417 $ 10,388
December 31, 2011 $ 10,100 $ 8,997
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34. CONTINGENCIES AND COMMITMENTS

In addition to those mentioned in other notes citiamitments as of December 31, 2012 were as follows

a. E.SUN Bank

1)

2)

There are renewable operating lease agreemergeemises occupied by E.SUN Bank’s branches,
which will expire on various dates by May 2020. nRés are calculated on the basis of the leased
areas and are payable monthly, quarterly or semahn As of December 31, 2012, refundable
deposits on these leases totaled $853,795 thousafidimum annual rentals for the next five
years are as follows:

Year Amount

2013 $ 541,849
2014 471,005
2015 401,710
2016 303,777
2017 190,914

Total rentals for January 2018 to May 2020 will egmte $37,403 thousand. The aggregate
present value of these rentals is $34,216 thoushschunted at 1.37%, which was the annual fixed

interest rate set by Chunghwa Post Co., Ltd. fooite-year time savings deposits as of the balance
sheet date.

Agreements on the acquisition and decoratiofuwldings and various purchases related to the
improvements of existing premises occupied by igmbhes amounted to approximately $361,445
thousand. As of December 31, 2012 the remainirgaighamount was approximately $259,578
thousand.

b. E.SUN Securities

1)

There are renewable operating lease agreementgremises occupied by E.SUN Securities’
branches, which will expire on various dates byuday 2018. Rentals are calculated on the basis
of the leased areas and are payable monthly otaglyar As of December 31, 2012, refundable
deposits on these leases totaled $14,238 thous&tidimum annual rentals for the next five years
are as follows:

Year Amount
2013 $ 55,408
2014 48,461
2015 22,323
2016 7,806
2017 1,956
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C.

ESIB

ESIB entered into insurance agent contracts wittioua insurance companies. The contracts are
summarized as follows:

Commission
Insurance Company Contract Date Received Contract Period

Prudential Insurance 2004.01.09 Billed and received Effective on January 9, 2004 and with

in accordance expiry on January 9, 2014. The

with contract contract may be renewed on the

terms parties’ written notice on contract
expiry.

Tokio Marine Newa 2005.10.15 Billed and received Effective on October 15, 2005 and with

Insurance in accordance expiry on October 15, 2014. The
with contract contract may be renewed on the
terms parties’ written notice on contract

expiry.

Taian Insurance 2007.10.19 Billed and received Effective on October 19, 2007 and with
in accordance expiry on October 19, 2008. The
with contract contract is automatically extended for
terms another year if the parties do not

terminate the contract in writing
earlier than 30 days before the end of
the contract.

Mercuries Life 2011.12.01 Billed and received Effective on December 1, 2011 and
Insurance in accordance with expiry on December 1, 2012.
with contract The contract is automatically
terms extended for another year if the

parties do not terminate the contract
in writing earlier than 30 days before
the end of the contract.

Nanshan Life 2011.12.05 Billed and received Effective on December 5, 2011 and
Insurance in accordance with expiry on December 5, 2012.
with contract The contract is automatically
terms extended for another year if the

parties do not terminate the contract
in writing earlier than 30 days before
the end of the contract.
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35. E.SUN BANK’S AVERAGE AMOUNT AND AVERAGE INTERES T RATE OF
INTEREST-EARNING ASSETS AND INTEREST-BEARING LIABIL ITIES

Average balance was calculated by the daily avelbatgnces of interest-earning assets and inteesstry

liabilities.
2012 2011
Average Average Average Average
Balance Rate (%) Balance Rate (%)

Interest-earning assets
Cash and cash equivalents - due from banks $ 5,472,248 127 % 2,855,008 0.12
Call loans to banks 6,805,492 0.77 2,954,736 0.43
Due from the Central Bank 26,160,968 0.59 25,378,321 0.59
Held-for-trading financial assets - bonds 1,467,485 2.54 1,065,991 2.68
Held-for-trading financial assets - bills 18,253,524 0.74 13,306,210 0.73
Financial assets designated as at fair value

through profit or loss - bonds and bills 34,226,433 2.09 32,362,593 1.92
Securities purchased under resell agreements 436,850 0.85 162,352 0.69
Discounts and loans 694,206,194 2.29 634,188,081 2.18
Receivables on credit cards 16,843,550 13.38 15,518,646 13.98
Available-for-sale financial assets - bonds 52,347,172 2.30 42,353,424 2.56
Held-to-maturity financial assets 235,943,249 0.86 272,826,039 0.89
Debt instruments with no active market 4,194,980 3.04 2,172,774 2.03
Interest-bearing liabilities
Due to the Central Bank and other banks 45,534,260 0.83 37,833,874 0.84
Financial liabilities at fair value through profit

or loss (excluding financial liabilities

designated as at fair value through profit or

loss - bank debentures) 3,125,000 1.39 3,231,492 1.32
Securities sold under repurchase agreements 8,789,030 0.66 13,239,691 0.59
Demand deposits 207,641,216 0.22 185,215,762 0.17
Savings - demand deposits 259,389,082 0.30 234,391,123 0.31
Time deposits 263,349,560 1.17 285,426,718 0.96
Savings - time deposits 237,183,341 1.34 213,738,002 1.26
Negotiable certificates of deposit 1,675,353 0.57 17,614,025 0.73
Bank debentures (including financial liabilities

designated as at fair value through profit or

loss - bank debentures) 43,736,503 2.05 37,315,343 2.07
Principal of structured products 1,653,060 1.65 2,267,849 1.54

36. FINANCIAL INSTRUMENTS

a. Fair value of financial instruments

December 31

2012 2011
Estimated Estimated
Carrying Amount Fair Value Carrying Amount Fair Value
Financial assets
Financial assets - with fair values approximating
carrying amounts $ 127,510,106 $ 127,510,106 $ 111,206,947 $ 111,206,947
Financial assets at fair value through profit @slo 61,300,358 61,300,358 52,303,140 52,303,140
Discounts and loans 735,406,720 735,406,720 656,008,834 656,008,834
Available-for-sale financial assets 76,668,039 76,668,039 53,524,008 53,524,008
(Continued)
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December 31

2012 2011
Estimated Estimated
Carrying Amount Fair Value Carrying Amount Fair Value

Held-to-maturity financial assets $ 211,168,563 $ 211,347,422 $ 253,283,859 $ 253,513,119
Other financial assets (excluding financial assets

carried at cost) 4,598,857 4,598,857 3,634,537 3,644,609
Refundable deposits, operating deposits, and

settlement funds 2,018,303 2,018,303 1,944,938 1,944,938
Financial liabilities
Financial liabilities - with fair values

approximating carrying amounts 75,810,568 75,810,568 71,771,689 71,771,689
Financial liabilities at fair value through proéit

loss 12,418,221 12,418,221 13,092,263 13,092,263
Deposits and remittances 1,023,820,129 1,023,820,129 954,993,962 954,993,962
Bonds payable 53,300,000 53,957,874 46,500,000 47,324,744
Other financial liabilities 1,403,736 1,403,736 1,934,733 1,934,733

(Concluded)

Methods and assumptions applied to estimatéath&alue of financial instruments are summariasd
follows:
1) The carrying amounts of short-term financiakrinsients approximate their fair values because of

2)

the short maturities of these instruments. Othrtgerm financial assets are cash and cash
equivalents, due from the Central Bank and calhgot other banks, securities purchased under
resell agreements, receivables (except tax refuepand securities brokerage accounts - debits.
Other short-term financial liabilities are due be tCentral Bank and other banks, commercial paper
issued, securities sold under repurchase agreenpayables (except tax payable), remittance and
securities brokerage accounts - credit.

For financial instruments at fair value througtofit or loss, available-for-sale financial assets
held-to-maturity financial assets, and bank delresf{uair value is best determined on the basis of
quoted market prices. However, in many instandesr&there are no quoted market prices for the
Company’s various financial instruments, fair valage based on estimates using other financial
data and appropriate valuation methodologies.

The Company estimated the fair value of each faiveamtract on the basis of the exchange rates
quoted by Reuters on each settlement date. Fhiewvaof interest rate swap contracts and
cross-currency swap contracts are calculated dkengiscounted cash flow method, unless the fair
values of these two types of contracts are provioledounter-parties. Fair values of currency
option contracts are based on estimates using Ik BBcholes model, binomial method or Monte
Carlo simulation. Fair values of credit defaultagwcontracts are valuated using the discount
spreads method or modified Hull-White model. Tlaér fvalue of each futures contract is
calculated using the prices quoted by the futuxebange.

For valuation of debt instruments with no activerkes the fair value is determined on the basis of
the discounted cash flow method. The Company asdiscount rate approximating the rate of
return of financial instruments with similar terrmsd characteristics, taking into account the credit
risk on the debtors, the residual period duringcivhihe fixed interest rate prescribed by contracts
accrued, the residual period for principal repayisieand the type of currency (New Taiwan dollar,
U.S. dollar, etc.) to be used for payments. ABetember 31, 2012 and 2011, the discount rates
used ranged from 0.41% to 1.7005% and from 0.4G1%83%, respectively, for the New Taiwan
dollar and from 0.10% to 2.717% and from 0.13%.89%0, respectively, for the U.S. dollar.
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3)

4)

5)

6)

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

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

Financial assets carried at cost consist ofstedi stocks. These investments have no quoted
market prices in an active market and their falues could not be reliably measured. Thus, the
Company does not disclose their fair values.

For refundable deposits, operating deposits, setdement funds, fair values are their carrying
amount because they have no specific maturity dates

Other financial liabilities include guarantegdsits received, appropriations for loans and jgaic
of structured products. They are interest-bedraiglities or items that can be transferred toeoth
banks at any time depending on the business situati can be withdrawn by providers. The
carrying amounts of these liabilities represenirtfaér values.

The fair value hierarchies of the Company’s iitial instruments as of December 31, 2012 and 2011
were as follows:

December 31, 2012

Total Level 1 Level 2 Level 3
Nonderivative financial instruments
Assets
Financial assets at fair value through profi
loss (FVTPL)
Held-for-trading financial assets
Stock $ 232,564 $ 232,564 $ - $ -
Debt instruments 1,033,448 1,033,448 - -
Others 21,732,656 87,682 21,644,974 -
Designated as at FVTPL on initial
recognition 33,938,871 4,361,449 29,577,422 -
Available-for-sale financial assets
Stock 395,092 395,092 - -
Debt instruments 75,938,186 63,381,929 12,302,839 253,418
Others 334,761 334,761 - -
Other financial assets
Debt instruments with no active market 4,063,185 - 3,656,625 406,560
Liabilities
Financial liabilities at FVTPL 8,361,325 - 8,361,325 -
Derivative financial instruments
Assets
Financial assets at FVTPL 4,362,819 80,584 4,275,794 6,441
Liabilities
Financial liabilities at FVTPL 4,056,896 109 4,050,346 6,441
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Nonderivative financial instruments

Assets

Financial assets at fair value through profi
loss (FVTPL)
Held-for-trading financial assets
Stock
Debt instruments
Others
Designated as at FVTPL on initial
recognition
Available-for-sale financial assets
Stock
Debt instruments
Others
Other financial assets
Debt instruments with no active market

Liabilities
Financial liabilities at FVTPL

Derivative financial instruments

Assets
Financial assets at FVTPL
Liabilities

Financial liabilities at FVTPL

December 31, 2011

$

Total

230,375
834,618
14,317,121
32,508,617
763,363
52,404,758
355,887

3,182,067

8,488,998

4,412,409

4,603,265

$

Level 1

230,375
834,618
1,140,768
3,527,792
763,363

39,613,406
355,887

108,558

169

Level 2

13,176,353

28,980,825

8,121,106

2,607,769

8,488,998

4,294,523

4,593,768

Level 3

4,670,246

574,298

9,328

9,328

1) Level 1 - quoted prices (unadjusted) in activaekats for identical assets or liabilities. Asidefi
by the Statement of Financial Accounting Standgq®BAS) No. 34 - “Financial Instruments:
Recognition and Measurement,” active markets arekeis with all of the following conditions:
(i) the products traded in the market are homogeasie@) willing parties are available anytime in
the market, and (iii) price information is availatb the public.

2) Level 2 - inputs other than quoted prices ineligvithin Level 1 that are observable for the asset
liability, either directly (i.e., as prices) or iinelctly (i.e., derived from prices).
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3) Level 3 - inputs not based on observable matatt (unobservable inputs).

Other information on financial assets and lial@gtin Level 3 in 2012 and 2011 was as follows:

December 31, 2012

(In Thousands of New Taiwan Dollars)

ltems

Valuation

Amount of Increase

Amount of Decrease

Gains (Losses)|
in Net Income
or
Stockholders’

Beginning
Balance

Purchase or
Change in Fair
Value

Transfer to
Level 3

Sale or Change
in Fair Value

Transfer from
Level 3

Ending
Balance

Equity

Financial assets

Financial assets at fair valug
through profit or loss
Held-for-trading financial

assets $

Available-for-sale financial
assets

Other financial assets
Debt instruments with no

active market

9,328 $ (2,887)| $ - $ - $ - $ - $ 6,441

4,670,246 (8,375) (4,408,453 253,418

406,560

574,298 (167,738)

Financial liabilities

Financial liabilities at fair
value through profit or losg
Held-for-trading financial

liabilities

9,328 (2,887) 6,441

December 31, 2011

(In Thousands of New Taiwan Dollars)

Valuation Amount of Increase Amount of Decrease
Gains (Losses)|
in Net Income
or
Stockholders’

Equity

Ending
Balance

Purchase or
Change in Fair
Value

Beginning

Balance Transfer from

Level 3

Transfer to
Level 3

Items Sale or Change

in Fair Value

Financial assets
Financial assets at fair valug
through profit or loss
Held-for-trading financial
assets $
Available-for-sale financial
assets
Other financial assets
Debt instruments with no
active market

4,574 $ 4754 | $ - $ - $ - $ - $ 9,328

4,588,339 8,663 123,244 (50,000) - 4,670,246

146,541 - 427,757 - - - 574,298
Financial liabilities
Financial liabilities at fair
value through profit or losp
Held-for-trading financial
liabilities

4,574 4,754 - - - - 9,328

d. A valuation of financial instruments at estinthtearket prices showed a gain of $154,360 thousand
2012 and a gain of $127,240 thousand in 2011.

In December 2012 and 2011, the adjustments awklisblders’ equity credited directly from the
available-for-sale financial assets amounted td (2341 thousand and debited directly from the
available-for-sale financial assets amounted td9$3® thousand, respectively; the gains recognized
and deducted from the adjustments of stockholdegsity were $1,599,846 thousand and $119,486
thousand, respectively.
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f.

Financial risk information

1) ESFHC

a)

b)

Risk management

ESFHC established the Risk Management Committeayhia¢h the convener is the general
manager and the executive secretary is the cls&fafficer, to draw up the principles and
policies of risk management to be followed by eachsidiary, to coordinate and monitor the
enforcement of risk management policies of eackididry and to deliberate whether proposals
brought up by each risk-based unit focusing onregetaof individual issues are suitable for the
Company. The committee also supports decision mgain several important issues, such as
asset allocation, designing and pricing of new pot&l merging, joint venture and transfer of
ownership, from the point of view of risk managemti@nensure that the Company has adequate
capital to achieve profit objectives under reaséabk.

Market risk

ESFHC set up “The Market Risk Management Principfe E.SUN Financial Holding
Company” as the guideline for market risk managdmen

It monitors and controls the market risk of ESFH® aubsidiaries, and sets up the risk limit of
ESFHC and subsidiaries, including the value at ¢iskR) limit, Position-limit and Stop Loss
Limit. ESFHC also makes a risk evaluation repattich covers the taking of risk exposure
by each risk-based unit and the adequacy of threriurisk management system, to the board of
directors quarterly.

The operation of ESFHC involves currencies difféefesm its functional currency, i.e., foreign
currencies; thus, ESFHC is exposed to foreign-exghaisks. As of December 31, 2012 and
2011, the carrying amount, currency and spot rateSi-HC's monetary assets and liabilities
denominated in foreign currencies were as follows:

Unit:  In Thousands

December 31

2012 2011
Exchange Exchange
Assets Liabilities Rate Assets Liabilities Rate
USD $151,247 $189,075 29.04 $150,517 $174,615 30.278

The profit and loss from the fluctuations in exajparrates for foreign-currency assets and
liabilities will be offset; thus, ESFHC expects thisk from exchange rate fluctuations to be
immaterial.

Credit risk
To maintain good asset quality, ESFHC’s subsidsatiave established independent credit
review divisions and set up fair credit approvalgasses. ESFHC and subsidiaries also set up

management policies and requirements of countéepadredit rating, default risk, settlement
risk, and risk concentration pertaining produatdustries, and affiliates.
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d)

Liquidity risk

ESFHC set up “The Liquidity Risk Management Guideliof E.SUN Financial Holding
Company” as the guideline for liquidity risk managent. It monitors and asks ESFHC and
subsidiaries to maintain appropriate liquidity, pent ability, financial stability, and to
improve urgent situation handling ability.

ESFHC and subsidiaries also follow the requiremehtuthorities, adopt numeral management,
and compile cash flow gap analysis report regularédditionally, ESFHC and subsidiaries set
up liquidity risk management index and monitortitcsly.

2) E.SUN Bank

a)

b)

Risk management

E.SUN Bank established the Risk Management Divisiodraw up the principles and policies
of risk management to be followed by each departmtmn coordinate and monitor the
enforcement of risk management policies of eachadent and to deliberate whether
proposals brought up by each risk-based unit fogusin a variety of individual issues are
suitable for E.SUN Bank. The division also supgatecision-making on several important
issues, such as asset allocation, designing acichgf new products and transfer of ownership,
from the point of view of risk management to engiet E.SUN Bank has adequate capital to
achieve profit objectives under reasonable risk.

Market risk

E.SUN Bank evaluates the market risk of finanamdtiuments on the basis of value at risk
(VaR). VaR is the potential loss in market valddimancial instruments, which is measured
within a set confidence interval for a specifiedipd. E.SUN Bank estimated VaR on the
basis of the changes in prices of financial instnts in the past two years.

Information on the foreign-currency financial asseind liabilities with significant effect:
Table 8 (attached).

Credit risk

E.SUN Bank is exposed to potential loss due toultsfdoy counter-parties or issuers. Under
normal business operations, E.SUN Bank is a partyansactions involving financial services
with off-balance-sheet risks, such as issuing tredrds, extending credit facilities and
providing financial guarantee and obligations unl@¢ters of credit issued. Generally, these
transactions are for one year.

As of December 31, 2012 and 2011, the interess ffateloans ranged from 0.749% to 18.25%
and from 0.43143% to 19.46%, respectively. Thehésg interest rate for credit cards was
19.71% in both years.

There was no concentration of maturity dates in pasicular period that would potentially
result in liquidity problems for E.SUN Bank.

E.SUN Bank evaluates the creditworthiness of cragiplications case by case, taking into
account the applicant’s credit history, creditngtand financial condition. Collateral, mostly
in the form of real estate, cash, inventories, miatde securities and other assets, may be
required, depending on the evaluation result. #ABeacember 31, 2012 and 2011, about 64%
and 65%, respectively, of total loans granted, amalit 13% and 16%, respectively, of both the
aggregate guarantees and letters of credit issuert secured. If the customers breach a
contract, E.SUN Bank will execute its right on tbellaterals and decrease its credit risk.
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d)

However, E.SUN Bank discloses the maximum credjposure without consideration of
collateral fair value.

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

The amounts of financial contracts with off-balassbeet credit risks as of December 31, 2012
and 2011 were as follows:

December 31

2012 2011
Credit card commitments $ 337,805,501 $ 304,417,180
Guarantees and letters of credit issued 21,523,585 20,104,095

Concentration of credit risk exists when countentipa to financial transactions are individuals

or groups engaged in similar activities or actastin the same region, which would cause their
ability to meet contractual obligations to be sarly affected by changes in economic or other
conditions. Groups or industries and regions wittstanding loans that were 10% or more of
total outstanding loans were as follows:

December 31

Credit Risk Profile by Group or 2012 2011
Industry Amount % Amount %
Natural person $ 374,854,505 49 $ 341,328,300 50
Manufacturing 199,732,382 26 186,020,462 27
December 31
2012 2011
Credit Risk Profile by Region Amount % Amount %
Domestic $ 689,626,565 91 $ 620,391,870 91
Asia 28,579,193 4 25,409,424 4
South America 21,835,444 3 16,995,674 3
North America 10,540,606 1 7,972,351 1
Liquidity risk

In December 2012 and 2011, the liquidity resert@savere 29.13% and 30.68%, respectively.
E.SUN Bank had sufficient equity capital and wodkiapital to execute all contract obligations
and had no liquidity risk.

The contract or notional amount is used to caleuldte amounts to settle with the
counter-parties, so it is neither the actual amaartie delivered to the counterparties nor the
cash requirement for E.SUN Bank. Also, E.SUN Baak enter into derivative financial
contracts at reasonable market terms. Thus, E.Bal¥ did not expect significant cash flow
demands to settle these contracts.

The management policy of E.SUN Bank is to match dbetractual maturity profile to the

interest rates for its assets and liabilities. d@mse of uncertainties, however, the maturities did
not fully match the interest rates, resulting ipg#at may potentially give rise to gain or loss.
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E.SUN Bank applied appropriate ways to group asseddiabilities.

assets and liabilities was as follows:

Assets

Cash and cash equivalents
Due from the Central Bank
and call loans to other

banks

Financial assets at fair value

through profit or loss

Securities purchased under
resell agreements

Receivables

Discounts and loans

Available-for-sale financial
assets

Held-to-maturity financial
assets

Other financial assets
(excluding financial
assets carried at cost)

Liabilities

Due to the Central Bank
and other banks

Financial liabilities at fair
value through profit or
loss

Securities sold under
repurchase agreements

Payables

Deposits and remittances

Bank debentures

Other financial liabilities

December 31, 2012

The maturity analysis of

Assets

Cash and cash equivalents
Due from the Central Bank
and call loans to other

banks

Financial assets at fair value
through profit or loss

Securities purchased under
resell agreements

Receivables

Discounts and loans

Available-for-sale financial
assets

Held-to-maturity financial
assets

Other financial assets
(excluding financial
assets carried at cost)

Liabilities

Due to the Central Bank
and other banks

Financial liabilities at fair
value through profit or
loss

Securities sold under
repurchase agreements

Payables

Deposits and remittances

Bank debentures

Other financial liabilities

Due after Due after Due after
One Month Three Months One Year
Due in Up to Up to Up to Due after
One Month Three Months One Year Seven Years Seven Years Total
$ 23,068,127 $ - $ - $ - $ - $ 23,068,127
51,674,513 1,523,540 2,657,910 - - 55,855,963
25,939,990 436,544 5,492,108 28,567,136 707,115 61,142,893
210,863 - - - - 210,863
1,608,743 35,905,742 170,679 8,122,433 - 45,807,597
110,942,286 49,586,994 90,106,019 279,567,632 213,646,705 743,849,636
10,516,464 15,933,098 6,113,934 43,568,821 22,690 76,155,007
- 475,526 1,539,574 209,111,832 41,631 211,168,563
726 - - 4,063,185 - 4,063,911
$ 223,961,712 $ 103,861,444 $ 106,080,224 $ 573,001,039 $ 214,418,141 $ 1,221,322,560
$ 32,803,263 $ 9,986,942 $ 3,862,619 $ - $ - $ 46,652,824
2,914,210 - 4,056,896 - - 6,971,106
1,050,673 2,117,389 1,789,663 - - 4,957,725
12,717,851 1,264,292 921,976 7,453,299 - 22,357,418
627,761,122 111,400,334 278,041,507 12,771,632 - 1,029,974,595
- - 6,000,000 34,780,000 6,220,000 47,000,000
1,206,878 1,756 82,289 56,362 65,361 1,412,646
$ 678,453,997 $ 124,770,713 $ 294,754,950 $ 55,061,293 $ 6,285,361 $1,159,326,314
December 31, 2011
Due after Due after Due after
One Month Three Months One Year
Due in Up to Up to Up to Due after
One Month Three Months One Year Seven Years Seven Years Total
$ 19,931,437 $ - $ - $ - $ - $ 19,931,437
45,014,416 2,000 - - - 45,016,416
18,822,589 332,925 2,422,836 29,847,967 726,428 52,152,745
29,789 - - - - 29,789
696,436 32,767,196 48,099 10,167,536 - 43,679,267
84,226,196 47,538,489 80,078,411 255,636,933 195,413,473 662,893,502
7,006,230 7,028,755 3,661,438 34,793,077 371,265 52,860,765
151,270,452 75,749,702 12,601,765 10,175,515 3,486,425 253,283,859
4,893 - - 3,164,073 - 3,168,966
$ 327,002,438 $ 163,419,067 $ 98,812,549 $ 343,785,101 $ 199,997,591 $1,133,016,746
$ 17,401,553 $ 12,624,083 $ 8,027,290 $ - $ - $ 38,052,926
3,247,503 - - 4,603,265 - 7,850,768
9,524,552 2,055,414 1,667,421 - - 13,247,387
11,652,406 317,967 245,212 5,802,271 - 18,017,856
560,079,990 118,991,267 271,387,413 12,383,157 - 962,841,827
- - 5,000,000 34,000,000 - 39,000,000
1,599,045 - 180,683 94,606 69,309 1,943,643
$ 603,505,049 $ 133,988,731 $ 286,508,019 $ 56,883,299 $ 69,309 $ 1,080,954,407
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3) E.SUN Securities

a)

b)

d)

Risk management policy and hedge strategy

The nonderivative financial instruments held byU\SSecurities mainly include cash and cash
equivalents, financial assets at fair value throymgbfit or loss - stocks and beneficial
certificates, borrowings and commercial paper idsuél hese financial instruments are held to
meet demands for funds. E.SUN Securities alsosh@deivables and payables arising from
operating activities.

E.SUN Securities issues derivative financial insieats, including futures contracts and
options, to generate reasonable profit.

Cash flow risk arising from interest rate fluation

E.SUN Securities’ main cash flow risk arises framerest rate fluctuations of time deposits,
borrowings and commercial paper issued with flaatiate. E.SUN Securities manages its
interest rate risk by using a combination of fixedl floating interest rate.

Credit risk

E.SUN Securities only conducts business with reegh and creditworthy third parties.
Customers are subject to credit verification proced, and the collection of accounts
receivable are subsequently assessed.

The futures and TAIEX options contracts entered ioy E.SUN Securities are all exchange
traded and can be settled before expiration witliwfault. Therefore, no significant credit
risk is expected to arise. Other financial as@etduding cash and cash equivalents) held by
E.SUN Securities is exposed to credit risk on ceuparty defaults. The maximum exposure
to losses equals the carrying amount of finanaistruments.

Collateral would not be required because E.SUN fexsi only conducts business with
recognized third parties.

Liquidity risk
E.SUN Securities adjusts its liquidity position bging tools such as commercial paper issued

and cash and cash equivalents to reach its obgscsirch as financial stabilization and financial
flexibility.

Derivative financial instruments are summarizetbdews:

a)

Stock warrants issued

As premiums from the stock warrants issued by E.SdNurities were all received, there is no
credit risk.
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b)

E.SUN Securities is in a short position for thecktavarrants issued, which is in reverse to the
investors’ position. As the investors may exerdrsgr option rights before expiration of the

contracts because of the fluctuations in the ugaheylsecurities’ fair values, E.SUN Securities’

position is expected to be exposed to market riglo reduce the risk, E.SUN Securities mainly
uses delta and vega risk hedging strategies winechianmarized below:

i. Deltarisk hedging strategy

The hedge instruments are mainly the underlyingiriiges. The hedging method used is
the delta hedging, as shown in E.SUN Securitiek model. Delta hedging is a widely
used technique for managing option portfolios, ok the rate of change of option value is
measured against the change in the underlying' apsite.

ii. Vega risk hedging strategy

The hedge instruments are mainly the warrantsdligtethe domestic market and their
underlying securities. The strategy adopted iravegdge is primarily through buying the
significantly underpriced stock warrants with tteen® underlying securities, of which the
price volatility will partly offset the price volidity of the stock warrants issued by E.SUN
Securities. Vega is typically expressed as theuarnof money per underlying share that
the option’s value will gain or loss as volatildy the underlying asset rises or falls by 1%.

Future cash flows refer to the cash inflows or lout§ resulting from the settlements of stock
warrants by cash or securities when the warrar@se&ercised. The amount and timing of
future cash flows depend on the amount and timfrigeostock warrants exercised.

There were no outstanding stock warrants issued Becember 31, 2012 and 2011.
Futures and TAIEX options

The contracts entered into by E.SUN Securitiesatirexchange traded and can be settled before
expiration without default. Therefore, no sigrfint credit risk is expected to arise.

The major risk associated with the futures andomgtiundertaken by E.SUN Securities is the
market risk arising from the fluctuations in therked prices of the underlying assets. Losses
will be incurred if market index prices and thecps of the investment index move in opposite
directions. To control the risk within a tolerabieit, a stop-loss mechanism has been
established. Hence, market risk is assessed renbate.

As premiums are paid before futures and optiongracts are bought, no funding requirement
iIs expected. In addition, the options written &@hd outstanding futures contracts can be
settled at reasonable prices. Therefore, liquidty is assessed to be remote.

To hedge the risk arising from proprietary tradmfgstocks, E.SUN Securities uses TAIEX
Index futures and options. Margin deposits ared gagfore the transactions take effect.
E.SUN Securities in the outstanding futures cotgrecmarked to market daily, and its working
capital is assessed to be adequate to support dhgimrcalls. Hence, no cash flow risk or
significant cash requirements are expected.
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The gains (losses) from the derivative transactior2012 and 2011 are summarized as follows:

Gains on futures contracts
Realized
Unrealized

Losses on futures contracts
Realized
Unrealized

Gains on option contracts
Realized
Unrealized

Losses on option contracts
Realized
Unrealized

SHARING OF RESOURCES

Under cooperation arrangements, E.SUN Bank and I&.Séturities shared some equipment and operating

sites; thus, related expenses were allocated lasviol

E.SUN E.SUN
Bank Securities Total
2012
Rental expense $ 2160 $ 1,080 $ 3,240
Broadcasting and security 36 36 72
systems
Others 1,467 1,369 2,836
$ 3663 $ 2485 $ 6,148
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2012 2011
$ 19,599 $ 3,720
$ 19,599 $ 3720
$ (17,748) $ (7,549)
surme s s
$ - $ 320
$ - $ 320
$ i $  (189)
s s oum

37. ALLOCATION OF REVENUE, COST AND EXPENSE RESULTI NG FROM INTERCOMPANY

Allocation Method

E.SUN Bank - 2/3 and E.SUN
Securities - 1/3
50% each

Utilities: 50% each

Building maintenance expenses:
Based on space actually occupied

(Continued)



38.

E.SUN E.SUN

Bank Securities Total Allocation Method
2011
Rental expense $ 2160 $ 1,080 $ 3,240 E.SUN Bank -2/3 and E.SUN
Securities - 1/3
Broadcasting and security 36 36 72 50% each
systems
Others 1,356 1,258 2,614 Utilities: 50% each

Building maintenance expenses:
Based on space actually occupied

$ 3552 $ 2374 $ 5,926

(Concluded)

Under cooperation arrangements, E.SUN Bank and EB#Bed the use of some equipment and operating
sites, personnel, and an Internet service systaimpaovided cross-selling financial services startin
2004. The service fees earned by E.SUN Bank wased on 50% (10% before 2012) of the gross
revenue derived from the insurance companies’ mtsdsold by E.SUN Bank. In 2012 and 2011, ESIB
should have paid E.SUN Bank $732,329 thousand &B¢D35 thousand, respectively; the unpaid amount
was $10,762 thousand as of December 31, 2011.

The cross-selling transactions between E.SUN BamkEaSUN Securities were as follows (the amounts
below refer to E.SUN Bank):

2012 2011
Revenue $ 5,298 $ 4,608
Expense $ 61,332 $ 68,605

E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSI DIARIES’ ASSET QUALITY,
CONCENTRATION OF CREDIT EXTENSIONS, INTEREST RATE S ENSITIVITY,
PROFITABILITY AND MATURITY ANALYSIS OF ASSETS AND L IABILITIES

a. E.SUN Bank’s asset quality

Table 5 (attached).
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b. E.SUN Bank’s concentration of credit extensions

(In Thousands of New Taiwan Dollars, %)

December 31, 2012 December 31, 2011
Total Amount Total Amount
Rank of Credit Percentage of Credit Percentage
(Note 1) Industry of Group Enterprise | Endorsement | of E.SUN | Industry of Group Enterprise | Endorsement | of E.SUN
(Note 2) or Other Bank’s (Note 2) or Other Bank’s
Transactions Equity Transactions Equity
(Note 3) (Note 3)
1 Group A $ 8,701,210 11.56 | Group B $ 13,071,482 20.14
Manufacture ofifuid crystal pane Manufacture ofifjuid crystal pane
and components and components
2 Group B 8,391,511 11.15 | Group A 8,081,178 12.45
Manufacture ofifuid crystal pane Manufacture ofifjuid crystal pane
and components and components
3 Group C 7,379,265 9.80 |[GroupC 7,479,117 11.52
Smelting and refining of iron and Smelting and refining of iron and
steel steel
4 Group D 5,241,029 6.96 |Group D 7,144,633 11.01
Manufacture of integrated circuits Manufacture of integrated circuits
production production
5 Group E 4,359,059 5.79 |Group G 4,597,689 7.08
Civil air transportation Activities of head offices
6 Group F 4,311,095 5.73 |Group E 4,359,215 6.72
Manufacture of integrated circuits Civil air transportation
production
7 Group G 4,305,526 5.72 | Group F 3,107,450 4.79
Activities of head offices Activities of head offices
8 Group H 4,044,692 5.37 |Group H 2,879,586 4.44
Manufacture of footwear Manufacture of footwear
9 Group | 3,702,600 4.92 | Group K 2,805,438 4.32
Manufacture of computer Manufacture of paper
10 |[GroupJ 3,322,870 441 | GroupL 2,636,835 4.06
Other activities auxiliary to Manufacture ofifjuid crystal pane
financial service activities and components

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

Note 2: Group enterprise refers to a group of c@feo entities as defined by Article 6 of
“Supplementary Provisions to the Taiwan Stock ErgeaCorporation Rules for Review of
Securities Listings.”

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

(including import and export negotiations, discanbverdrafts, unsecured and secured
short-term loans, margin loans receivable, unseciard secured medium-term loans,
unsecured and secured long-term loans and overoles), exchange bills negotiated,
accounts receivable factored without recourse,@aoees and guarantees.
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C.

E.SUN Bank’s interest rate sensitivity infornoati

Interest Rate Sensitivity (New Taiwan Dollars)
December 31, 2012

(In Thousands of New Taiwan Dollars, %)

Items 1to 90 Days | 91 to 180 Days 181 Days to Over One Year Total
One Year
Interest rate-sensitive assets $ 921,269/144 10,207,154 $ 7,185,872 $ 31,433,932 $ 970,096,102
Interest rate-sensitive liabilities 319,890,769 492,150,864 89,062,116 43,917,411) 945,021,160
Interest rate sensitivity gap 601,378,375 (481,943,710 (81,876,244 (12,483,479 25,074,942
Net worth 71,744,205
Ratio of interest rate-sensitive assets to liabditi 102.65
Ratio of interest rate sensitivity gap to net worth 34.95

Interest Rate Sensitivity (New Taiwan Dollars)
December 31, 2011

(In Thousands of New Taiwan Dollars, %)

Items 1 to 90 Days | 91 to 180 Days 181 Days to Over One Year Total
One Year
Interest rate-sensitive assets $ 862,549/8%3 11,122,396 $ 6,742,958 $ 42,087,326 $ 922,502,508
Interest rate-sensitive liabilities 403,371,123 426,575,260 54,485,192 31,437,459 915,869,034
Interest rate sensitivity gap 459,178,705 (415,452,864 (47,742,234 10,649,867 6,633,474
Net worth 62,433,213
Ratio of interest rate-sensitive assets to liab#iti 100.72
Ratio of interest rate sensitivity gap to net worth 10.62

Note 1: The above amounts included only New Taiwalar amounts held by the head office and
branches of E.SUN Bank (i.e., excluding foreigrrency).

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

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

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

Interest Rate Sensitivity (U.S. Dollars)
December 31, 2012

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

Iltems 1 to 90 Days | 91 to 180 Days 181 Days to Over One Year Total
One Year
Interest rate-sensitive assets $ 5,752,790 0#91253 $ 628,712 $ 268,266 $ 7,699,0P1
Interest rate-sensitive liabilities 6,149,770 989,957 586,849 34,487 7,761,058
Interest rate sensitivity gap (396,98D) 59,296 41,863 233,784 (62,037)
Net worth 88,421
Ratio of interest rate-sensitive assets to liabditi 99.20
Ratio of interest rate sensitivity gap to net worth (70.16)
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Interest Rate Sensitivity (U.S. Dollars)
December 31, 2011

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

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

Interest rate-sensitive assets $ 4,993,553 $3,433 $ 360,577 $ 108,284 $ 5,995,839
Interest rate-sensitive liabilities 5,365,715 380,973 326,433 3,055 6,076,176
Interest rate sensitivity gap (372,16P) 152,448 34,144 105,233 (80,337)
Net worth 61,373
Ratio of interest rate-sensitive assets to liab#iti 98.68
Ratio of interest rate sensitivity gap to net worth (130.90)

Note 1: The above amounts included only U.S. dadlamounts held by the head office, domestic
branches, OBU and overseas branches of E.SUN Badhlexcluded contingent assets and

contingent liabilities.

Note 2:

assets and interest-bearing liabilities that wéfected by interest rate changes.

Note 3:

Note 4: Ratio of interest rate-sensitive assetdidbilities

rate-sensitive liabilities (in U.S. dollars).

Interest rate sensitivity gap = Interesgsensitive assets - Interest rate-sensitiveliki@isi

Interest rate-sensitive assets and ligslitefer to the revenues or costs of interesthe@rn

Interest rate-sensitive assets/Irdere

Profitability
1) E.SUN Financial Holding Company, Ltd. and sulasids
(%)
Year Ended Year Ended
ltems December 31,| December 31,
2012 2011
Return on total assets Befor_e income tax 0.70 0.36
After income tax 0.59 0.31
Return on equity Beforfa income tax 11.87 6.69
After income tax 10.03 5.77
Net income ratio 29.30 17.24
2) E.SUN Financial Holding Company, Ltd.
(%)
Year Ended Year Ended
ltems December 31,| December 31,
2012 2011
Return on total assets Befor_e income tax 8.29 4.69
After income tax 8.44 4.73
Return on equity Beforfe income tax 9.84 5.72
After income tax 10.03 5.77
Net income ratio 99.31 96.19
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3) E.SUN Bank

(%)
Year Ended Year Ended
ltems December 31,| December 31,
2012 2011
Return on total assets Befor_e income tax 0.71 0.32
After income tax 0.60 0.28
Return on equity Beforg income tax 12.13 6.01
After income tax 10.24 5.27
Net income ratio 30.93 16.75
4) E.SUN Securities
(%)
Year Ended Year Ended
ltems December 31,| December 31,
2012 2011
Return on total assets Befor_e income tax 0.44 1.68
After income tax 0.22 1.05
Return on equity Beforg income tax 0.74 3.23
After income tax 0.38 2.02
Net income ratio 1.73 8.31
5) E.SUN Insurance Broker Co., Ltd.
(%)
Year Ended Year Ended
ltems December 31,| December 31,
2012 2011
Return on total assets Befor_e income tax 69.44 78.98
After income tax 57.71 65.56
Return on equity Beforg income tax 81.21 93.63
After income tax 67.49 77.72
Net income ratio 30.17 62.10

Note 1: Return on total assets = Income beforer(jaficome tax/Average total assets

Note 2: Return on equity = Income before (aftecpme tax/Average equity

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

Note 4. Income before (after) income tax represewisme for 2012 and 2011.
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e. E.SUN Bank’s maturity analysis of assets artlliiees

Maturity Analysis of Assets and Liabilities (New Tawan Dollars)
December 31, 2012

(In Millions of New Taiwan Dollars)

Remaining Period to Maturity
Total 130 Days | 31-90Days| 91-180Days o 2% | Over1 Year
Main capital inflow on maturity $ 1072977 $ 346,197 $ 74717 $ 55,438 | $ 91,135| $ 505,490
Main capital outflow on maturity 1,362,029 119,292 142,305 158,376 295,342 646,714
Gap (289,052 226,905 (67,588) (102,938) (204,207) (141,224)

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

(In Millions of New Taiwan Dollars)

Remaining Period to Maturity
Total 1-30 Days | 31-90Days| 91-180 Dayk lilYZ?r’s' Over 1 Year
Main capital inflow on maturity $ 1,015298 $ 275612 $ 131,979| $ 51,017 | $ 88,675| $ 468,015
Main capital outflow on maturity 1,277,637 129,468 147,378 156,260 285,108 559,423
Gap (262,339 146,144 (15,399) (105,243) (196,433) (91,408)

Note:

domestic branches of E.SUN Bank (i.e., excludingitm currency).

Maturity Analysis of Assets and Liabilities (U.S. Dllars)
December 31, 2012

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

(In Thousands of U.S. Dollars)

Remaining Period to Maturity
Total 1-30 Days 31-90 Days| 91-180 Days lilYZ?r’s' Over 1 Year
Main capital inflow on maturity $ 6,177,038 $ 1,710,555 $ 1,023,392 $ 778,714| $ 608,304| $ 2,056,073
Main capital outflow on maturity 6,585,66] 2,498,067 1,401,277 1,153,651 1,499,883 32,789
Gap (408,629 (787,512) (377,885) (374,937) (891,579) 2,023,284

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

(In Thousands of U.S. Dollars)

Remaining Period to Maturity
Total 130 Days | 31-90Days| 91-180Days o /> | Over1 Year
Main capital inflow on maturity $ 5132062 $ 1,181,267 $ 928342| $ 543895| $ 478,286| $ 2,000,272
Main capital outflow on maturity 5,456,78f 2,291,775 1,360,870 808,381 945,943 49,818
Gap (324,725 (1,110,508 (432,528) (264,486) (467,657) 1,950,454

Note:

branches and OBU of E.SUN Bank.
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f. E.SUN Bank’s operating and legal risks
Matters Requiring Special Notation

(In Thousands of New Taiwan Dollars)

Summary and Amount

Causes December 31, 2012 December 31, 2011

Within the past year, a responsible None None

person or professional employee

violated the law in the course of

business, resulting in an indictment

by a prosecutor
Within the past year, a fine was levied None E.SUN Bank leased 100% of

on the Bank due to its violations of one of its own properties ir

laws and regulations 2010. The lease was in

violation of Article 75 of
Paragraph 2 of the Bankin
Law of the Republic of
China and entailed an
administrative fine of $1,0(
thousand.

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

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

Within the past year, misconduct None None
occurred, resulting in the authorities
imposing strict corrective measures
on the Bank

©

n

(Continued)
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Summary and Amount

Causes December 31, 2012 December 31, 2011
Within the past year, the Bank faced None E.SUN Bank found a leakage
penalties due to violations of “the of customers’ information
Banking Law of the Republic of due to a former employee’s
China” Article 61-1 keeping of customers’
information for improper
use. This leakage was in
violation of Article 61-1 of
Paragraph 1 of the Banking
Law of the Republic of
China and entailed
corrective measures.
Within the past year, the individual Iq None None
or total loss from employee fraud,
accidental and material events, or
failure to abide by the “Guidelines
for Maintenance of Soundness of
Financial Institutions” exceeded
NT$50 million dollars
Other None None
(Concluded)
Note: The term “within the past year” means one ediore the balance sheet date.

39. E.SUN BANK'S TRUST BUSINESS UNDER THE TRUST LAW

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

list
The trust-related items shown below were manage#.BY)N Bank’'s Trust Department. However,
these items were not included in the Company’s dadegted financial statements.
Balance Sheets of Trust Accounts
December 31, 2012 and 2011
Trust Assets 2012 2011 Trust Liabilities 2012 2011
Cash in banks $ 3,032,818 $ 2,125,994 Account payable on
Short-term investments 124,082,129 112,242,024 securities under custody $ 106,610,836 $ 88,140,100
Land 5,271,183 5,572,826  Trust capital
Collective investment trust Cash 133,027,894 117,900,458
fund account - 4,566 Securities 2,332,925 3,128,786
Securities under custody 106,610,836 88,140,100 Real estate 5,360,043 5,646,110
Collective investment
trust fund account - 4,566
Reserves and accumulated
deficit (9,269,763) (7,361,356)
Net income 935,031 626,846
Total assets $ 238,996,966 $ 208,085,510 Total liabilities $ 238,996,966 $ 208,085,510
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Trust Property List
December 31, 2012 and 2011

Investment ltems 2012 2011
Cash in banks $ 3,032,818 $ 2,125,994
Stocks 2,740,906 3,412,277
Mutual funds 119,806,620 108,092,021
Bonds 1,534,591 736,986
Unsettled beneficial certificates 12 -
Collective investments - 740
Land 5,271,183 5,572,826
Collective investment trust fund account - 4,566
Securities under custody 106,610,836 88,140,100
$ 238,996,966 $ 208,085,510
Statements of Income on Trust Accounts
Years Ended December 31, 2012 and 2011

2012 2011
Revenues
Interest $ 8,620 $ 6,336
Cash dividend 2,667,389 2,690,434
Property gain 777,112 921,190
Realized capital gain - mutual funds 30,745 22,271
Realized capital gain - common stock 73 1,115
Realized capital gain - collective investments 110 -
Realized capital gain - bonds 1,065 14
Revenues from beneficial certificates 595 685
Realized foreignh exchange gain - 51

3,485,709 3,642,096
Expenses
Management fees 180,863 262,191
Supervisor fees 120 120
Tax expenditure 37 37
Service fees 2,304 1,602
Property loss 2,326,330 2,724,851
Income tax 719 423
Other expenses 40,262 25,768
Realized capital loss - mutual funds 43 176
Realized capital loss - collective investments - 82

2,550,678 3,015,250
Net income $ 935,031 $ 626,846

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

40. ESFHC’S FINANCIAL STATEMENTS AND CONDENSED FINA NCIAL STATEMENTS OF

SUBSIDIARIES

Please see Table 6 (attached).
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41.

42.

43.

44,

BUSINESS SEGMENT FINANCIAL INFORMATION

Please see Table 7 (attached).

E.SUN SECURITIES’ FINANCIAL RATIOS OF FUTURES B USINESS

As of December 31, 2012 and 2011, the followingficial ratios of E.SUN Securities were in compl&nc
with the requirements of the Rules Governing Fg@emmission Merchants.

Status of
Compliance
with
Rule December 31, 2012 December 31, 2011 Standard
No. Formula Formula Ratio Formula Ratio Standard  (Met/Unmet)
17 Equities $577,489 68.24 $416,289 57.79 >1 Met
Total liabilities minus customers’ — $(448,962-440,500) ($369,621 - $362,417)
equity accounts - futures,
futures trading loss reserve and
reserve for losses on breach of
purchase commitments
17 Current assets $736,040 1.66 $546,950 15 =1 Met
Current liabilities $443516 $364,645
22 Equities $577,489 108% $416,289 108% =60% Met
Capital stock $535,000 $385,000 >40%
22 Adjusted net capital $551,622 552% $391,547 475% =20% Met
Client and proprietary account $99,906 $82,387 >15%

FUTURES BROKERAGE BUSINESS RISK

Customers have to deposit an initial margin atragygage of the amount of transaction when entenitog
futures contracts with the futures department &N Securities. Customers’ gains or losses résutt

the leverage on the margin deposits. For the gtiote of E.SUN Securities from harm arising from
customers’ huge losses, the margin accounts obimgst are reevaluated daily on the basis of th&ehar
prices of the outstanding futures contracts. Wiiencustomers’ margin accounts fall below an agreed
level (the “maintenance margin”), E.SUN Securitieg$i ask its customers to deposit additional masgin
immediately. If the customers fail to do so, E.S3Mcurities settles their position by making ofset
against their contracts.

CAPITAL ADEQUACY RATIO

Under the Financial Holding Company Act and relatglulations, ESFHC should maintain a consolidated
capital adequacy ratio (CAR) of at least 100%. théf ratio falls below 100%, the appropriation afréags

as cash dividends or other assets will be restiieted the authorities may discipline ESFHC, dependn

the situation.

The Banking Law and related regulations require t5B28UN Bank maintains both stand-alone and
consolidated CARs at a minimum of 8% each. If ENSRAnk's CAR falls below 8%, the authorities may
impose certain restrictions on the amount of cdstliehds that E.SUN Bank may declare or, in certain
conditions, totally prohibit E.SUN Bank from dectay cash dividends.

Under the rules governing securities firms andteelaegulations, the CAR of a securities firm skdu at
least 200% to ensure its stability as well as na@inthe health of the security markets. If théorad
below 200%, the authority may impose certain retstms on a firm’'s operations. The CARs of E.SUN
Securities were 575.29% and 698.71% as of DeceBIhe?012 and 2011, respectively.
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46.

Please refer to related information in Table 11.

DISCLOSURE REQUIRED UNDER ARTICLE 46 OF THE FIN ANCIAL HOLDING COMPANY
ACT

Please see Table 12 (attached).

ACQUISITION OF OTHER FINANCIAL INSTITUTIONS’ AS SETS, LIABILITIES AND
OPERATION

To expand its business, enhance its competitivemedsensure its long-term development, E.SUN Bank
entered into a general assignment and assumptreeragnt with Chu Nan Credit-Cooperative Association
(CNCA) on March 18, 2011. Under this agreemen§UR Bank would pay $1,860,000 thousand to

acquire CNCA's assets, liabilities and operation¥he acquisition was approved by E.SUN Bank’s

stockholders and CNCA’s members on March 31, 20The effective date of the acquisition was July 9,

2011, and this acquisition was approved by the ri€iigh Supervisory Commission on May 31, 2011.

E.SUN Bank had finished the acquisition as schedaled adjusted the acquisition payment to $1,884,00
thousand in accordance with the general assignamehassumption agreement.

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

CNCA had 10 domestic branches as of the acquisitide.

On March 16, 2012, E.SUN Bank entered into a gémssignment and assumption agreement with Chiayi
The Fourth Credit Cooperative. Under this agreemErSUN Bank would pay $110,000 thousand to
acquire Chiayi The Fourth Credit Cooperative’s tsskabilities and operations. The acquisitionswa
approved by E.SUN Bank’s stockholders and Chiaye Fburth Credit Cooperative’s members on March
25, 2012. This acquisition was approved by thakdial Supervisory Commission on June 14, 2012 and
the effective date of the acquisition was Noven$)e2012. E.SUN Bank had finished the acquisitisn a
scheduled.

Chiayi The Fourth Credit Cooperative’s main openagi included savings; short-term, mid-term, and
long-term loans; stocks and debt investments; tanges; etc.

Chiayi The Fourth Credit Cooperative had 4 domdstimches as of the acquisition date.

The fair values as of the acquisition dates of @ihidie Fourth Credit Cooperative and CNCA'’s asseis
liabilities were as follows:

Chiayi The
Fourth Credit
Cooperative CNCA
Acquisition payment $ 110,000 $ 1,834,000
Fair value
Cash and cash equivalents 1,640,113 5,444,168
Due from the Central Bank and call loans to otletks - 1,648,159
Financial assets at fair value through profitsoss| net 21 186,932
Receivables, net 6,273 28,372
Discounts and loans, net 171,749 8,788,823
Available-for-sale financial assets, net 15,046 460,767
(Continued)
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48.

Chiayi The
Fourth Credit

Cooperative CNCA

Held-to-maturity financial assets, net $ - $ 58,894

Other financial assets, net 510 4
Properties, net 718 343,483

Intangible assets - 49,740
Other assets, net 136,283 487,169
Payables (5,975) (123,404)
Deposits and remittances (1,896,696) (15,570,615)
Other financial liabilities (152) (2,858)
Other liabilities (16,913) (51,999)
50,977 1,747,635

Goodwill $ 59,023 $ 86,365
(Concluded)

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

be disposed of. All operating results of ChiayeTourth Credit Cooperative and CNCA after November
3, 2012 and July 9, 2011, respectively, were imetlich E.Sun Bank’s income statement, but no puaofit
loss before the acquisition date was included. deomparison purposes, the combined pro forma income
statements for the years ended December 31, 2002@hl are shown as follows (Chiayi The Fourth
Credit Cooperative data for 2011 and for the peffimin January 1, 2012 to November 2, 2012 and
CNCA's data for the period from January 1, 2013uty 8, 2011 were audited by other auditors).

Years Ended December 31

2012 2011

Net interest $ 14,101,145 $ 12,710,316
Net revenues and gains other than interest 9,172,046 6,275,179
Total net revenues 23,273,191 18,985,495
Bad-debt expenses (2,019,923) (4,541,992)
Operating expenses (12,717,612) (10,936,924)
Income before income tax 8,535,656 3,506,579
Income tax expense (1,320,408) (445,147)
Net income $ 7,215248 $ 3,061,432
Earnings per share (New Taiwan dollars) $1.64 $0.78

SIGNIFICANT SUBSEQUENT EVENT

To expand E.SUN Bank’s network in the Associatibisoutheast Asian Nations (ASEAN), to increase its
competitiveness and to strengthen its long-termeldgwment, the board of directors of E.SUN Bank
resolved in their meeting on March 22, 2013 to &eqid0% shares of Union Commercial Bank PLC. in
Cambodia for approximately US$69,333 thousand. s Huquisition is still awaiting for the approvals
from the government authorities of both parties.

OTHERS

On July 5, 2011, E.SUN Bank signed a memorandumnderstanding on a business collaboration with
Bank of China Limited. Under the regulations dévant authorities, both parties will exchange bass
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experience, market information and staff trainicgexience and collaborate in related matters utteer
principles of equality, mutual benefit, amity arambperation.

E.SUN Bank signed a memorandum of understanding Baink of Communications Co., Ltd. on April 24,
2012 and another with China Merchants Bank Co., btd May 30, 2012. Under the regulations of
relevant authorities, both parties will exchangsibess experience, market information and staiffiitrg
experience and collaborate in related matters utigeprinciples of equality, mutual benefit, amépd
cooperation.
ADDITIONAL DISCLOSURES
Following are the additional disclosures for ESF&id its investees:
a. Significant transactions and investees:

1) Financing provided: ESFHC and E.SUN Bank -apjilicable; investee - none

2) Endorsement/guarantee provided: ESFHC andEB&hk - not applicable; investee - none

3) Marketable securities held: ESFHC, E.SUN Ban& E.SUN Securities - not applicable; investee
- Table 1 (attached)

4) Marketable securities acquired and disposeat 0bsts or prices of at least NT$300 million 0?40
of the paid-in capital (ESFHC and E.SUN Bank disehbits investments acquired or disposed of):
E.SUN Securities - not applicable; ESFHC and ireesst Table 14 (attached)

5) Acquisition of individual real estate at costsat least NT$300 million or 10% of the paid-in
capital: Table 9 (attached)

6) Disposal of individual real estate at costableast NT$300 million or 10% of the paid-in capit
None

7) Financial asset securitization by subsidiaridspte 11 to the consolidated financial statements
8) Allowance of service fees to related partieamnting to at least NT$5 million: None
9) Sale of nonperforming loans by subsidiarieson®

10) Receivables from related parties amounting ttéeast NT$300 million or 10% of the paid-in
capital: Table 10 (attached)

11) Related information and proportionate shaiiewlastees: Table 13 (attached)
12) Derivative transactions: Notes 6 and 36 tocthesolidated financial statements

13) Other significant transactions which may affingt decisions of users of financial reports: Note
46 and 47 to the consolidated financial statements

b. Investment in Mainland China

Based on “Regulations Governing Approvals of Batik&ngage in Financial Activities between the
Taiwan Area and the Mainland Area,” E.SUN Bankgetthe Dongguan Branch in Mainland China.
This investment was approved by the Financial Sipery Commission on June 17, 2011. The
branch’s information - major operating items, pimideapital, methods of investment, investment
inflows and outflows, proportion of stockholdingsyestment income or loss, book value at period-end
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the remitted investment profits and the limit oa #imount of investment in Mainland China - is shown
in Table 15 (attached).

c. Business relationship and significant transastiamong the parent company and subsidiaries: eTabl
3 (attached)

50. OPERATING SEGMENTS

The information reported to the Company’s chiefrating decision makers for the assessment of segmen
performance focuses mainly on operation and ptofitg. The Company’s reportable segments under th
Statement of Financial Accounting Standards No. ‘“@lperating Segments” are as follows:

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

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

c. Others, including the business of E.SUN Seas;iteSVC, ESIB and business other than those héandle
by the Corporate Banking and Individual Bankingtstni

The accounting policies of the reportable segmangsthe same as the Company’s accounting policies
described in Note 2. Segment profit is measureth@me before income tax, and this measure is
reported to the chief operating decision makersttierpurposes of resource allocation and asseswhent
segment performance. The terms of transactionegeet segments are similar to those for third partie

The revenues, expenses and related informatiameo€ompany’s reportable segments were as follows:
Year Ended December 31, 2012

Corporate Individual
Banking Unit  Banking Unit Others Total

Net interest revenues (expenses) $ 7,243,148 8,082,444 $ (1,236,031) $ 14,089,561

Total net revenues $ 8,751,607% 13,578,642 $ 1,761,629 $ 24,091,878
Bad-debt expenses (901,260) (1,337,880) 219,178 (2,019,962)
Operating expenses (2,620,409) (8,011,803) (3,085,785) _ (13,717,997)

Income (loss) before income tax $ 5229938% 4,228,959 $ (1,104,978) $ 8,353,919

Year Ended December 31, 2011
Corporate Individual
Banking Unit  Banking Unit Others Total

Net interest revenues (expenses) $ 6,266,586 7,101,668 $ (679,922) $ 12,688,332

Total net revenues $ 6,071,722% 11,871,104 $ 2,262,438 $ 20,205,264
Bad-debt expenses (1,020,405) (2,211,913)  (1,307,717)  (4,540,035)
Operating expenses (2,056,203) (6,370,303) (3,196,320) _ (11,622,826)

Income (loss) before income tax $ 2995114 3,288,888 $ (2,241,599) $ 4,042,403
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The chief operating decision makers of the Compaaly only on the average amounts of loans and
deposits during the period to assess the perforenahthe operating segments and make decisionsus, Th
under an interpretation issued by the Accountinge@ech and Development Foundation of the ROC, the
measure of segment assets is zero.

. PLAN FOR THE ADOPTION OF INTERNATIONAL FINANCIA L REPORTING STANDARDS

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

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

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

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

2) Preparation stage: January 1, 2011 - Decenthe2(3 2

a) Determination of the adjustments required forant  |[Accounting Completed
accounting policies to be in accordance with IFRSs
b) Determination of the way to prepare and preaant  |Accounting Completed

opening IFRS statement of financial position atdhate
of transition to IFRSs, as required by IFRS 1
c) Execution of the adjustments of related IT syst@and |Risk management, [Completed
internal control
d) Second phase of internal training Human reseurce Completed

3) Implementation stage: January 1, 2012 - Dece®be
2013

a) Test of the operation of related IT systemy dfie IT Ongoing
adjustments

(Continued)
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Contents of Plan Responsible Status_ of
Department Execution
b) Information collection for preparing balanceesth@d |Accounting Ongoing
comparative financial statements on the date obttian
to IFRSs
c) Preparation of financial statements in accordam¢th |Accounting Ongoing
IFRSs
(Concluded)

b. Significant differences between the current antiog policies under generally accepted accounting
principles of the Republic of China (ROC GAAP) atig accounting policies to be adopted under
IFRSs as well as the effects of transition to IFRR&as follows:

1) Reconciliation of the consolidated balance sheeif January 1, 2012

Effect of Transition to IFRSs
Recognition and

ROC GAAP Presentation Measurement IFRSs
Account Amount Difference Difference Amount Account Note
Cash and cash equivalents $ 20,115,766 $ (111,000) $ - $ 20,004,766  Cash and cash equivalents
Due from the Central Bank and 45,016,416 - - 45,016,416 Due from the Central Bank and
call loans to other banks call loans to other banks
Financial assets at fair value 52,303,140 - - 52,303,140  Financial assets at fair value
through profit or loss, net through profit or loss
Securities purchased under resell 29,789 - - 29,789 Securities purchased under resell
agreements agreements
Receivables, net 46,576,283 (575,151) 1,015,220 47,016,352  Receivables, net 5) h), 5) i)
- 582,872 - 582,872 Current income tax assets 5) h)
Discounts and loans, net 656,008,834 - - 656,008,834 Discounts and loans, net
Available-for-sale financial 53,524,008 - - 53,524,008  Available-for-sale financial
assets, net assets, net
Held-to-maturity financial 253,283,859 - - 253,283,859  Held-to-maturity financial
assets, net assets, net
Other financial assets, net 5,143,502 111,000 - 5,254,502  Other financial assets, net
Properties, net 15,892,484 586,073 - 16,478,557  Properties and equipment, net  5) g)
- 712,354 - 712,354  Investment properties, net 5) 9)
Intangible assets 4,063,447 - (2,061) 4,061,386 Intangible assets, net 5)c)
- 345,640 25,710 371,350 Deferred income tax assets 5) a), 5) b),
5) c)
Other assets, net 3,533,834 (1,306,148) (61,695) 2,165,991  Other assets, net 5)c), 5) 9),
5) h), 5) i)
Total $ 1,155,491,362 $ 345,640 $ 977,174 $1,156,814,176 Total
Due to the Central Bank and $ 38,052,926 $ - $ - $ 38,052,926 Due to the Central Bank and
other banks other banks
Commercial paper issued, net 951,708 - - 951,708 Commercial paper issued, net
Financial liabilities at fair value 13,092,263 - - 13,092,263  Financial liabilities at fair value
through profit or loss through profit or loss
Securities sold under repurchase 13,247,387 - - 13,247,387  Securities sold under repurchase
agreements agreements
Payables 19,676,684 (81,109) 1,019,504 20,615,079  Payables 5) b), 5) f),
5) h), 5) i)
- 57,511 - 57,511  Current income tax liabilities 5) h)
Deposits and remittances 954,993,962 - - 954,993,962 Deposits and remittances
Bonds payable 46,500,000 - - 46,500,000 Bonds payable
Other borrowings 6,000 - - 6,000  Other borrowings
Other financial liabilities 1,934,733 - - 1,934,733  Other financial liabilities
- 95,535 256,207 351,742 Provisions 5)c)
- 745,067 40 745,107  Deferred income tax liabilities ~ 5) a), 5) c)
Other liabilities 1,452,003 (471,364) 106,400 1,087,039  Other liabilities 5) a), 5) f),
5) i)
Total liabilities 1,089,907,666 345,640 1,382,151 1,091,635,457 Total liabilities
Capital stock 45,750,000 - - 45,750,000 Capital stock
Capital surplus 13,327,677 - - 13,327,677  Capital surplus
Retained earnings 6,728,981 - (413,479) 6,315,502  Retained earnings 5)j)
Cumulative translation (5,960) - 5,960 - Exchange differences in 5)j)
adjustments translation of financial
statements of foreign
operations
Unrealized valuation losses on (214,460) - - (214,460) Unrealized losses on
financial instruments available-for-sale financial
assets
Losses on unrecognized pension (2,542) - 2,542 - 5)c)
costs
Total stockholders’ equity 65,583,696 - (404,977) 65,178,719  Total stockholders’ equity
Total $ 1,155,491,362 $ 345,640 $ 977,174 $1,156,814,176 Total
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2) Reconciliation of the consolidated balance sheeif December 31, 2012

3)

Effect of Transition to IFRSs

Recognition and

ROC GAAP Presentation Measurement IFRSs
Account Amount Difference Difference Amount Account Note
Cash and cash equivalents $ 23,413,593 $ (241,000) $ - $ 23,172,593 Cash and cash equivalents
Due from the Central Bank and 55,855,963 - - 55,855,963 Due from the Central Bank and
call loans to other banks call loans to other banks
Financial assets at fair value 61,300,358 - (25) 61,300,333  Financial assets at fair value 5)e)
through profit or loss, net through profit or loss
Securities purchased under resell 210,863 - - 210,863 Securities purchased under resell
agreements agreements
Receivables, net 48,564,037 (550,504) 1,284,690 49,298,223  Receivables, net 5) e), 5) h),
5) i)
- 557,619 - 557,619 Current income tax assets 5) h)
Discounts and loans, net 735,406,720 - - 735,406,720 Discounts and loans, net
Available-for-sale financial 76,668,039 - - 76,668,039  Available-for-sale financial
assets, net assets, net
Held-to-maturity financial 211,168,563 - - 211,168,563  Held-to-maturity financial
assets, net assets, net
Other financial assets, net 6,137,744 241,000 335 6,379,079  Other financial assets, net
Properties, net 16,669,914 580,897 - 17,250,811  Properties and equipment, net  5) g)
- 1,691,992 - 1,691,992  Investment properties, net 5) 9)
Intangible assets 4,188,907 - ( 1,840) 4,187,067 Intangible assets, net
- 575,185 29,800 604,985  Deferred income tax assets 5) a), 5) b),
5) c)
Other assets, net 4,511,882 (2,280,004) (30,689) 2,201,189  Other assets, net 5)c), 5) 9),
5) h), 5) i)
Total $ 1,244,096,583 $ 575,185 $ 1,282,271 $1,245,954,039 Total
Due to the Central Bank and $ 46,652,824 $ - $ - $ 46,652,824 Due to the Central Bank and
other banks other banks
Commercial paper issued, net 781,772 - - 781,772 Commercial paper issued, net
Financial liabilities at fair value 12,418,221 - - 12,418,221 Financial liabilities at fair value
through profit or loss through profit or loss
Securities sold under repurchase 4,957,725 - - 4,957,725  Securities sold under repurchase
agreements agreements
Payables 24,469,413 (944,148) 1,176,929 24,702,194  Payables 5) b), 5) e),
5) ., 5) h),
5) i)
- 920,337 - 920,337 Current income tax liabilities 5) h)
Deposits and remittances 1,023,820,129 - - 1,023,820,129 Deposits and remittances
Bonds payable 53,300,000 - - 53,300,000 Bonds payable
Other financial liabilities 1,403,736 - - 1,403,736  Other financial liabilities
- 146,766 296,741 443,507 Provisions 5)c)
- 750,225 27 750,252  Deferred income tax liabilities ~ 5) a), 5) c)
Other liabilities 1,118,754 (297,995) 269,900 1,090,659  Other liabilities 5) a), 5) f),
5) i)
Total liabilities 1,168,922,574 575,185 1,743,597 1,171,241,356  Total liabilities
Capital stock 50,107,000 - - 50,107,000 Capital stock
Capital surplus 14,420,331 - - 14,420,331  Capital surplus
Retained earnings 10,584,717 - (471,931) 10,112,786  Retained earnings 5)j)
Cumulative translation (228,429) - 5,960 (222,469) Exchange differences in 5)j)
adjustments translation of financial
statements of foreign
operations
Unrealized valuation gains on 295,035 - - 295,035 Unrealized gains on
financial instruments available-for-sale financial
assets
Losses on unrecognized pension (4,645) - 4,645 - 5)c)
costs
Total stockholders’ equity 75,174,009 - (461.326) 74,712,683  Total stockholders’ equity
Total $ 1,244,096,583 $ 575,185 $ 1,282,271 $1,245,954,039 Total
Reconciliation of the consolidated statement comprehensive income for the year ended
December 31, 2012
Effect of Transition to IFRSs
Recognition and
ROC GAAP Presentation Measurement IFRSs
Account Amount Difference Difference Amount Account Note
Interest revenue $ 23,715,847 $ (914,390) $ - $ 22,801,457 Interest revenue 5) k)
Less: Interest expense (9.626.286) 248,106 - (9.378,180) Less: Interest expense 5) d), 5) k)
Net interest 14,089,561 (666,284 ) - 13,423,277  Net interest
Net revenues and gains other
than interest
Service fee and commission 7,471,613 - (860,558) 6,611,055 Service fee and commission  5) f)
income, net income, net
Gains on financial assets and 498,581 784,188 - 1,282,769 Gains on financial assets and 5) k)
liabilities at fair value liabilities at fair value
through profit or loss through profit or loss
Realized gains on 1,615,732 - - 1,615,732 Realized gains on
available-for-sale financial available-for-sale financial
assets assets
Foreign exchange gains, net 266,720 - - 266,720 Foreign exchange gains, net
Impairment losses (61,140) - - (61,140) Impairment losses
Other noninterest gains, net 210,811 (806) 335 210,340 Other noninterest gains, net
Total net revenues and gains 10,002,317 783,382 (860,223) 9,925,476 Total net revenues and gains
other than interest other than interest
Total net revenues 24,091,878 117,098 (860,223) 23,348,753  Total net revenues
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4)

Effect of Transition to IFRSs
Recognition and

ROC GAAP Presentation Measurement IFRSs
Account Amount Difference Difference Amount Account Note
Bad-debt expenses $ (2,019,962) $ - $ - $ (2,019,962) Bad-debt expenses
Operating expenses (13,717.997) (117.098) 842,394 (12,992,701) Operating expenses 5) b), 5) c),
5)d),5)f)
Income before income tax 8,353,919 - (17,829) 8,336,090 Income before income tax
Income tax expense (1,295,683) - 4,098 (1,291,585) Income tax expense 5) b), 5) ¢)
Net income $ 7,058,236 $ - $ (13,731) 7,044,505 Netincome

Other comprehensive income
(268,035) Exchange differences in
translation of financial
statements of foreign
operations
562,155 Unrealized gains on
available-for-sale financial
assets
(44,726) Actuarial losses under defined 5) c)
benefit plan
(7,089) Tax related to other 5)c)
comprehensive income

242,305 Other comprehensive income
in current period (net after
tax)

$ 7,286,810 Total other comprehensive
income in current period

(Concluded)
Exemptions under IFRS 1

The IFRS 1 - “First-time Adoption of InternationBlnancial Reporting Standards” sets out the
procedures that an entity must follow when it addpiRSs for the first time. Under IFRS 1, the
Company applied the accounting policies under IFRSgoactively to prepare and present an
opening IFRS consolidated statement of financiaitfmn at the date of transition to IFRSs, i.e.
January 1, 2012. IFRS 1 granted several exemptionsthe general requirement to comply with
each IFRS, effective at the end of its first IFRParting period, and the main exemptions that the
Company selected to apply were as follows:

Business combinations

The Company has elected not to apply IFRS 3 - ‘Bess Combinations” retrospectively for the
business combinations that happened before the afatieansition to IFRSs. Thus, in the
consolidated balance sheet under IFRS as of Jadyd#§12, the goodwill and related assets and
liabilities that resulted from past business corations were shown as the same amounts under
ROC GAAP as of December 31, 2011.

Share-based payments

The Company has chosen the exemption pertainingR® 2 - “Share-based Payments” to all
share-based payments granted and vested befodatithef transition to IFRSs.

Employee benefits

The Company has chosen to recognize all cumulatttearial gains and losses on employee
benefit plans under retained earnings on the datarmsition to IFRSs.

Cumulative translation adjustments

The cumulative translation adjustments for all @@npany’s foreign operations were deemed to be
zero and recognized under retained earnings atateeof transition to IFRSs.

-82-



5) Significant reconciliations on the conversionR&Ss

Significant differences between the current acdagrtolicies under generally accepted accounting
principles of the Republic of China (ROC GAAP) aheé accounting policies to be adopted under
IFRSs are as follows:

a)

b)

Deferred income tax assets or liabilities

Under ROC GAAP, a valuation allowance is providédt iis more likely than not that a
deferred income tax asset will not be realized. d&¥nFRSs, a deferred income tax asset is
recognized only when it is probable that taxablefitg will be available, against which the
deferred income tax assets can be used; thusyatizad allowance is not needed.

In addition, under ROC GAAP, the deferred incomedssets and liabilities of the same taxable
entity should offset each other and should be showthe financial statements at their net
value. On conversion to IFRSs, an entity shouldetfdeferred income tax assets and deferred
income tax liabilities against each other in thiabee sheet only if:  (a) the entity has a legally
enforceable right to offset current tax assetsregjaiurrent tax liabilities; and (b) the deferred
income tax assets and the deferred income taxitiebirelate to income taxes levied by the
same taxation authority on either the same taxatigy or different taxable entities that intend
either to settle current income tax liabilities ars$ets on a net basis, or to realize the assgts an
settle the liabilities simultaneously.

As of January 1, 2012, the Company had reclassiibdr liabilities of $399,427 thousand to
deferred income tax assets of $345,640 thousandefedred income tax liabilities of $745,067
thousand, respectively, in accordance with the IBB&unting policy on deferred income tax
assets/liabilities. As of December 31, 2012, tlmen@any had reclassified other liabilities of
$175,040 thousand to deferred income tax asséiS7H,185 thousand and deferred income tax
liabilities of $750,225 thousand, respectively.

Employee benefit - short-term compensated alesenc

Under ROC GAAP, there is no specific accountinggyobn short-term compensated absences.
The short-term compensated absences are usuadignieed as the vacation leaves are actually
taken by the employees. On conversion to IFRSenéty should recognize the expected cost
of short-term employee benefits as employees reselwices that increase their entittement to
these compensated absences.

Under the IFRS accounting policy on short-term cengated absences, the Company had
adjusted the accounts as of December 31, 2012 amaady 1, 2012 as follows: Accrued
expenses increased by $174,686 thousand and $85th6dsand, respectively; and deferred
income tax assets increased by $29,697 thousand$2b@10 thousand, respectively. In
addition, salary expense (part of employee bepgfienses) increased by $24,038 thousand and
income tax expense decreased by $4,087 thousdhd yrear ended December 31, 2012.

Employee benefit - actuarial gains and losseeudefined benefit plan

Under ROC GAAP, the unrecognized transitional rigigations resulting from the first-time
adoption of SFAS No. 18 - “Accounting for Pensioisamortized on a straight-line basis over
the expected average remaining working lives of @éhmployees who are still in service and
expected to receive pension benefits and shouldintleded in the net pension cost. In
addition, on conversion to IFRSs, the transitigmalicies of IAS 19 - “Employee Benefit” are
not applicable. Thus, the effects of the unrecogphitransitional net obligations should be
recognized immediately, and the retained earnihgsld be adjusted accordingly.
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d)

f)

Under ROC GAAP, actuarial gains and losses aregrezed by the corridor approach and

amortized over the expected average remainingcgeiivies of the employees who are still in

service and expected to receive pension benefl conversion to IFRSs, IAS 19 requires

that actuarial gains and losses under the defieeéflt plan be immediately recognized under
other comprehensive income. Actuarial gains arsbde recognized under comprehensive
income should be recognized immediately under methiearnings, and they should not be
reclassified to profit or loss in the subsequemitogke

The Company had revaluated its defined benefit ptaraccordance with IAS 19. The
Company also adjusted the accounts as of Decemberr@®l2 and January 1, 2012 in
accordance with IFRS 1 as follows: Accrued pendiabilities increased by $296,741
thousand and $256,207 thousand, respectively; r@eféncome tax assets increased by $103
thousand and $100 thousand, respectively; defenmeaime tax liabilities increased by $27
thousand and $40 thousand, respectively; prepaidi@e (part of other assets, net) decreased
by $18,167 thousand and $21,731 thousand, resphgtimtangible assets decreased by $1,840
thousand and $2,061 thousand, respectively; lassesmrecognized pension costs decreased by
$4,645 thousand and $2,542 thousand, respectivétyaddition, pension costs decreased by
$5,874 thousand, income tax expense decreasedlbth@dsand and actuarial losses under the
defined benefit plan (after tax) was $44,721 thadda the year ended December 31, 2012.

Employee benefits - preferential rates for erppés’ deposits

Under IAS 19 - “Employee Benefits”, the preferehtiaes for employees’ deposits that are in
excess of market rates should be treated as enephbmyeefit.

Thus, the Company reclassified an interest expefskl17,904 thousand in the year ended
December 31, 2012 to employee benefit expenses.

Regular way purchase or sale of financial assets

Under IAS 39 - “Financial Instruments: Recognitiand Measurement,” only one method
should be applied consistently to all purchasessates of financial assets that belong to the
same category of financial assets. The Companserily applies trade date accounting to
stocks and beneficial certificates and settlemeate caiccounting to the rest of its financial
assets. On conversion to IFRSs, only trade dateuating will be applied to all regular way
purchase or sale of financial assets.

The adoption of the IFRS policy on regular way e or sale of financial assets had adjusted
the accounts as of December 31, 2012 as followsceRables, net increased by $10,463

thousand; payables increased by $10,438 thousaadfimancial assets at fair value through

profit or loss decreased by $25 thousand. Thi®waing change had no effect on the

accounts as of January 1, 2012.

Customer loyalty program - revenue recognition

Under ROC GAAP, the liability from the bonus poie@rned by customers on the use of credit
cards is estimated and then recorded as sellingns®gs as bonus points are granted. IFRIC 13
- “Customer Loyalty Programs” requires that a mortof the price of selling goods or services
be allocated to bonus points, and revenue shouldatmilated on the relative fair values of
goods sold or services rendered and bonus poiatdegt. Revenue allocated to bonus points
should be recognized when points are redeemed.
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9)

h)

)

In compliance with the IFRSs, the Company had aeguthe accounts as of December 31, 2012
and January 1, 2012 as follows: Payables decrelage$l68,168 thousand and $105,973
thousand, respectively; and deferred revenue iseckdy $268,168 thousand and $105,973
thousand, respectively. In addition, service fie@ @ommission income, net and other general
and administrative expenses both decreased by #®€housand in the year ended December
31, 2012.

Properties and equipment/investment properties

Under ROC GAAP, the Company’s rentable or idle prtps are recognized under other
assets. On conversion to IFRSs, the propertiab lhekthe owner or lessee to earn rentals or
for capital appreciation should be recognized gsstment properties.

As of December 31, 2012, the Company had reclassifiom other assets amounting to
$1,691,992 thousand to investment properties an80,897 thousand to properties and
equipment. As of January 1, 2012, the Companyrbkaldssified from other asset $712,354
thousand to investment properties and $586,07 3#mlito properties and equipment.

Current income tax assets or liabilities

Under IAS 12 - “Income Taxes”, unpaid current amtbmpperiods’ taxes are recognized as
liabilities. If the amount already paid in respe@ftcurrent and prior periods exceeds the
amount due for those periods, the excess shoulddognized as an asset.

In compliance with the IFRS, the Company had maeeréclassifications as of December 31,
2012 and January 1, 2012 as follows: $550,504 sdyodi and $575,151 thousand,

respectively, from receivables to current income é&ssets; $7,115 thousand and $7,721
thousand, respectively, from other assets - otteexurrent income tax assets; and $920,337
thousand and $57,511 thousand, respectively, fryalges to current income tax liabilities.

Security brokerage, debit and credit

Under ROC GAAP and the Guidelines Governing thep&ation of Financial Reports by
Securities Firms, the security brokerage accourulsh be recorded at net value. On
conversion to IFRSs, IAS 32 - “Financial Instrungnt Presentation” specifies the offsetting of
financial assets and financial liabilities, witrethet amount reported under certain conditions,
otherwise, the assets and liabilities should nobtiget and should be recorded separately in
accordance with their nature. However, the ofisgttriteria under IAS 32 did not apply to
the Company’s security brokerage. Thus, as of Dee 31, 2012, a debit of $16,154
thousand on security brokerage was reclassifig@d)toeceivables, net - $1,274,227 thousand;
(b) payables - $1,259,973 thousand; (c) other sissett - $3,632 thousand and (d) other
liabilities - $1,732 thousand. As of January 1120a debit of $40,883 thousand on security
brokerage was reclassified to (a) receivables, -n&t,015,220 thousand; (b) payables -
$974,829 thousand; (c) other assets, net - $91@s#ma and (d) other liabilities - $427
thousand.

Reconciliation of retained earnings

The difference between the retained earnings uR@ME GAAP and those under IFRS 1 as of
January 1, 2012 mainly resulted from the debitga)f$5,960 thousand loss in cumulative
translation adjustments; (b) $282,481 thousanceas® in the actuarial losses under the defined
benefit plan; and (c) $125,038 thousand increaseshiart-term liabilities - compensated
absences.
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C.

k) Presentation in the consolidated statement wipcehensive income

On conversion to IFRSs, the items in the staterobobmprehensive income are classified by
the nature of each account. For the year endeérser 31, 2012, the interest revenue and
interest expense generated from the financial sigsal liabilities at fair value through profit
and loss, which amounted to $914,390 thousand 280,302 thousand, respectively, should be
recognized under gains (losses) on financial assetdiabilities at fair value through profit or
loss.

[) Other accounts in the consolidated balance shegithe consolidated statement of income are
presented in accordance with IFRSs.

Special reserves made on the date of trangiitiiRSs

As stated in the Financial Supervisory Commissidetter dated April 6, 2012 (Ref. No. 1010012865),

on the first-time adoption of IFRSs, a special reseshould be appropriated from the balance of the
retained earnings at an amount that is equal topth@on of retained earnings transferred from

unrealized revaluation increment or positive curivgatranslation adjustments in the stockholders’

equity section by applying the related IFRS 1 exionp

The Company did not have any unrealized revaluatnmmements, and its cumulative translation
adjustment, to which an IFRS 1 exemption was appl& was negative. Thus, no special reserve is
appropriated on the ESFHC's first-time adoptionFd®Ss.

The Company has prepared the above assessmentspliance with (a) the 2010 version of the IFRSs
translated by the ARDF and issued by the FSC (b) Gluidelines Governing the Preparation of
Financial Reports by Financial Holding Companied #re Regulations Governing the Preparation of
Financial Report by Public Banks amended and iséyetthe FSC on December 26, 2011 and (c) the
Regulations Governing the Preparation of Finan8aports by Securities Firms and Regulations
Governing the Preparation of Financial Reports lufes Commission Merchants amended on
December 29, 2011. These assessments may be dhasgi#he regulators may issue new rules
governing the adoption of IFRSs. Actual accountiaicies adopted under IFRSs in future may
differ from those contemplated during the assestmen
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR

MARKETABLE SECURITIES HELD

DECEMBER 31, 2012

(In Thousands of New Taiwan Dollars)

IES

TABLE 1

December 31, 2012
Holding Company Name Marketable Securities Type and Relat|_onsh|p with the Financial Statement Account Shares . Percentage of Market Value Note
Issuer/Name Holding Company Carrying Value . or Net Asset
(Thousands) Ownership vV
alue
E.SUN Venture Capital Co., LtdStocks
Forcecon Technology Co., Ltd. - Financial assets at fair value throug 61 $ 1,821 0.13 $ 1,821 Q)
profit or loss
Optimer - Available-for-sale financial assets 218 56,902 0.46 56,902 (1)
T.H.I. Group Ltd. - Available-for-sale financial assets 223 4,220 0.31 4,2p0 Q)
Etrend Technology Co., Ltd. - Available-for-sale financial assets 971 8,722 2.43 8,722 (2)
Azure Ware Technologies, Inc. - Available-for-sale financiakts 516 10,930 0.40 10,930 D
Turvo International Co., Ltd. - Available-for-sale financial assets 565 36,838 1.51 36,838 (1)
Ledlink Optics Inc. - Available-for-sale financial assets 128 8,704 0.36 8,704 (1)
Xu Yuan Packing Technology Co., Ltd. - Available-for-sale financisgss 1,168 23,002 3.06 23,002 (2)
Bank-Pro E-Service Technology Co., Ltd. - Financial assets carrtedtat 325 3,250 2.41 4,624 (2)
Epoch Chemtronics Corp. - Financial assets carried at cost 2,014 28,001 5.92 43,473 2)
Sam Lam Technology Co., Ltd. - Financial assets carried at cost 1,700 - 6.07 - -
Beyond Innovation Technology Co., Ltd. - Financial assets carried at cost 1,776 30,219 5.26 7,438 (2)
Solidlite Co., Ltd. - Financial assets carried at cost 2,867 22,704 13.07 21,085 (2)
MOSA Industrial Corporation - Financial assets carried at cost 1,70R 26,064 1.46 30,548 2)
Orgchem Technologies Inc. - Financial assets carried at cost 1,220 56,000 2.09 24,421 2)
Exploit Technology Co., Ltd. - Financial assets carried at cost 42 802 0.83 773 (2)
Mao Chia Metal Co., Ltd. - Financial assets carried at cost 600 18,000 1.90 10,280 (2)
Wieson Technologies Co., Ltd. - Financial assets carried at cost 1,886 25,600 2.93 26,565 2)
Litek Opto-electronics Co., Ltd. - Financial assets carried at cos 1,000 - 4.97 - -
Tospom Corporation - Financial assets carried at cost 1,783 45,800 8.18 ¥.611  (2)
Powerking Optoelectronic Co., Ltd. - Financial assets carried at cost - 1 4.30 194 (2)
Chuan Shih Industrial Co., Ltd. - Financial assets carried at cost 2,250 - 5.79 - -
Crowningtek Inc. - Financial assets carried at cost 1,140 10,657 9.12 4,439 2)
Gloria Solar International Holding, Inc. - Financial assets chatie€ost 500 - 0.43 - -
Aero Win Technology Corporation - Financial assets carried at cost 1,123 13,000 1.85 13,244 (2)
Starchips Technology Inc. - Financial assets carried at cost 333 6,000 5.56 663 (2)
Pai Lung Machinery Mill Co., Ltd. - Financial assets carried at cost 500 11,000 1.16 3,006 (2)
Vactronics Technologies Inc. - Financial assets carried at cost 830 11,900 3.80 10,977 2)
Fuho Technology Co., Ltd. - Financial assets carried at cost 389 12,013 1.83 5,700 (2)
Auria Solar Co., Ltd. - Financial assets carried at cost 1,200 12,000 0.57 3,696 (2)
Mercury Electronic Industrial Co., Ltd. - Financial assets carriedstt ¢ 3,000 24,815 12.18 26,994 (2)
Awin Diamond Technology Corporation - Financial assets carried at cost 1,500 20,250 14.72 10,959 (2)
Chipsip Technology Co., Ltd. - Financial assets carried at cost 811 26,800 1.60 2,362 2)
Innovation & Infinity Global Corporation - Financial assets carried dt cos 2,724 76,067 2.75 59,321 2)
UniDisplay Inc. - Financial assets carried at cost 784 14,112 0.41 3,885 (2)
Dano Tech Co., Ltd. - Financial assets carried at cost 1,500 36,000 3.22 5,906 (2)
(Continued)
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December 31, 2012
Holding Company Name Marketable Securities Type and Relat|_onsh|p with the Financial Statement Account Shares . Percentage of Market Value Note
Issuer/Name Holding Company Carrying Value . or Net Asset
(Thousands) Ownership vV
alue
Suntek Precision Corp. - Financial assets carried at cost 1,698 $ 26,654 293 % 12,166 2)
Arclite Optronics Corp. - Financial assets carried at cost 2,282 26,495 8.48 24,137 (2)
Optimer Biotechnology, Inc. - Financial assets carried at cost 5,551 55,194 4.01 37,256 (2)
Partner Tech Corp. - Financial assets carried at cost 1,704 18,497 2.77 20,127 2)
Win Win Precision Technology Co., Ltd. - Financial assets carriedsat 1,122 50,474 2.47 32,691 (2)
Caremed Supply Inc. - Financial assets carried at cost 1,418 37/139 5.21 25,216 (2)
Jochu Technology Co., Ltd. - Financial assets carried at cost 175 8|812 0.21 7,506 2)
Kuo Ching Chemical Co., Ltd. - Financial assets carried at cost 85[7 16,800 1.18 13,299 (2)
Airbag Packing Co., Ltd. - Financial assets carried at cost 1,000 10,000 4.00 9,557 (2)
Procrystal Technology Co., Ltd. - Financial assets carried at cost 1,331 63,635 1.84 17,297 (2)
OME Technology Co., Ltd. - Financial assets carried at cost 1,45 25,767 2.30 17,499 (2)
Tai Med Biologics Inc. - Financial assets carried at cost 30 1,386 0.0p 120 3)
ROBOSPARK Technology, Inc. - Financial assets carried at cost 670 8,000 2.72 1,518 (2)
Chain Yarn Co., Ltd. - Financial assets carried at cost 5( 897 0.08 571 3
TBI Motion Technology Co., Ltd. - Financial assets carried at cost 2,476 49,175 3.79 28,827 (2)
Alpha Crystal Technology Corporation - Financial assets carrieasat 206 9,809 0.13 3,154 3
Biodenta Corporation - Financial assets carried at cost 1,890 47,790 1.76 14,469 2)
Tapollop Technology Co., Ltd. - Financial assets carried at cost 666 9,990 8.67 4,929 2)
Tekho Company Ltd. - Financial assets carried at cost 1,540 28,490 14.00 16,402 (2)
Land Mark Optoelectronics Co. - Financial assets carried at cost 141 9,067 0.38 2,474 (2)
Rigitech Microelectronics Co. - Financial assets carriesit 146 8,016 0.62 3,322 3
Apogee Optocom Co., Ltd. - Financial assets carried at cost 600 37,800 3.21 12,699 (2)
- Financial assets carried at cost 975 9,750 8.23 9,562 2)
Arrow Span Inc. (preferred stock) - Financial assets carried at cost 264 9,751 1.36 9,660 (4)
Taiwan depositary receipts
Digital China Holdings Limited - Financial assets at faiueathrough 200 4,970 0.02 4,970 D)
profit or loss

E.SUN Insurance Broker Co., Li@orporate bonds
Wells Fargo &Company WFC438 - Available-for-sale financial asset 1,000 28,953 - 28,953 (1)
Beneficial certificates
Taishin 1699 Money Market Fund - Available-for-sale financialtasse 17,532 230,157 - 230,157 Q)
Cathay Emerging Market High Yield Bond - Available-for-salaficial assets 2,378 26,3972 - 26,392 D
Yuanta Emerging Bond Fund - Available-for-sale financial assets 4,674 50,783 - 50,783 D
BlackRock Global Fund - US Dollar High - Available-for-sale financial assets 115 19,883 - 19,883 (1)

Yield Bond Fund
BlackRock Global Fund-Latin American - Available-for-sale financial assets 3 7,546 - 7,546 1)
Fund

Note 1: The market value of the listed stocks was based on the clasm@gof December 31, 2012. The market value of funds was based on tisetnetlae as of December 31, 2012.

Note 2: Unlisted company. The amounts are based on the investest'sitatiedited or unreviewed financial statements.

Note 3: Unlisted company. The amounts are based on the investest’alaliéed or reviewed financial statements.

Note 4: The fair value is determined on the basis of the discounted@mashédthod.

(Concluded)
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TABLE 2

E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

CONSOLIDATED ENTITIES
DECEMBER 31, 2012 AND 2011

Subsidiaries included in the consolidated financial statements:

Percentage of Ownership
Investor Company Investee Company Location Main Business and Products December 31, | December 31, Note
2012 2011
E.SUN Financial Holding Company, Lt&E.SUN Commercial Bank, Ltd. Taipei Banking 100.00 100.00
E.SUN Securities Co., Ltd. Taipei Dealing, underwriting, brokering sezsieihd operating in 100.00 100.00
brokerage of futures

E.SUN Venture Capital Co., Ltd. Taipei Investment 100.00 100.00

E.SUN Insurance Broker Co., Ltd. Taipei Insurance brokering 100.00 100.00

E.SUN Securities Co., Ltd. E.SUN Securities Investment Consulting Co|T aigdei Security consulting 100.00 100.00
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

BUSINESS RELATIONSHIP AND SIGNIFICANT TRANSACTIONS BETWE EN THE PARENT COMPANY AND SUBSIDIARIES

YEARS ENDED DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars)

TABLE 3

2012
Description of Transactions (Notes 3 and 5)
Transaction
No. _ Transaction Amou_nt/TotaI
(Note 1) Transaction Company Counter-party (I\IIZ(I)ct)(\eNZ) Financial Statement Account Amounts Trading Terms ggc:gtga;?qrol\g
Consolidated Asset
(%)
0 E.SUN Financial Holding Company, Ltd. E.SUN Commercial Bank, Ltd. a h &ad cash equivalents $ 5,514,100 Note 4 0.44
1 E.SUN Commercial Bank, Ltd. E.SUN Financial Holding Company, Ltd. b Disparsdl remittances 5,514,100 Note 4 0.44
0 E.SUN Financial Holding Company, Ltd. E.SUN Commercial Bank, Ltd. a r@eheivable 750,147 Note 4 0.06
1 E.SUN Commercial Bank, Ltd. E.SUN Financial Holding Company, Ltd. b Qtable 750,147 Note 4 0.06
1 E.SUN Commercial Bank, Ltd. E.SUN Insurance Broker Co., Ltd. c Sefimcand commission income 732,329 Note 4 3.04
2 E.SUN Insurance Broker Co., Ltd. E.SUN Commercial Bank, Ltd. c Geammaladdministrative expense 732,329 Note 4 3.04
2 E.SUN Insurance Broker Co., Ltd. E.SUN Commercial Bank, Ltd. c Caslaahcequivalents 298,681 Note 4 0.02
1 E.SUN Commercial Bank, Ltd. E.SUN Insurance Broker Co., Ltd. c Depositsemittances 298,681 Note 4 0.02
3 E.SUN Venture Capital Co., Ltd. E.SUN Commercial Bank, Ltd. c Cashamidequivalents 229,395 Note 4 0.02
1 E.SUN Commercial Bank, Ltd. E.SUN Venture Capital Co., Ltd. c Degpasd remittances 229,395 Note 4 0.02
0 E.SUN Financial Holding Company, Ltd. E.SUN Commercial Bank, Ltd. a herQiayable 152,340 Note 4 0.01
1 E.SUN Commercial Bank, Ltd. E.SUN Financial Holding Company, Ltd. b @deeivable 152,340 Note 4 0.01
(Continued)
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2011

Description of Transactions (Notes 3 and 5)
Transaction
No Transaction Amount/Total
(Note 1) Transaction Company Counter-party Flow Financial Statement Account Amounts Trading Terms Consolidated Net
(Note 2) Revenue or Total
Consolidated Asset
(%)
0 E.SUN Financial Holding Company, Ltd. E.SUN Commercial Bank, Ltd. a h &ad cash equivalents $ 7,212,192 Note 4 0.62
1 E.SUN Commercial Bank, Ltd. E.SUN Financial Holding Company, Ltd. b Disparsil remittances 7,212,192 Note 4 0.62
2 E.SUN Insurance Broker Co., Ltd. E.SUN Commercial Bank, Ltd. c Caslaahcquivalents 288,683 Note 4 0.02
1 E.SUN Commercial Bank, Ltd. E.SUN Insurance Broker Co., Ltd. c Depositsemittances 288,683 Note 4 0.02
0 E.SUN Financial Holding Company, Ltd. E.SUN Commercial Bank, Ltd. a r@table 242,628 Note 4 0.02
1 E.SUN Commercial Bank, Ltd. E.SUN Financial Holding Company, Ltd. b @deeivable 242,628 Note 4 0.02
3 E.SUN Venture Capital Co., Ltd. E.SUN Commercial Bank, Ltd. c Cashamidequivalents 219,715 Note 4 0.02
1 E.SUN Commercial Bank, Ltd. E.SUN Venture Capital Co., Ltd. c Depasd remittances 219,715 Note 4 0.02
Note 1: The parent company and subsidiaries are numbered as follows:
a. Parent company: O.
b. Subsidiaries are numbered sequentially from 1.
Note 2: Transaction flows are as follows:
a. From parent company to subsidiary.
b. From subsidiary to parent company.
c. Between subsidiaries.
Note 3: For calculating the percentages, asset or liability actodivided by the total consolidated assets and the revenue or expemnsat &divided by the total consolidated net revenue of the same period.
Note 4: The terms for the transactions between the Company and relaieesigyarsimilar to those for unrelated parties.
Note 5: Referring to transactions exceeding NT$100,000 thousand.
(Concluded)
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR

RELATED-PARTY TRANSACTIONS

DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars)

TABLE 4

Loans

December 31, 2012

Type

Account Volume or Name

Highest Balance in
the Year Ended
December 31, 2012

Ending Balance

Loan Classification

Nonperforming

Normal Loans
Loans

Collateral

Differences in
Terms of
Transaction from
Those for Unrelated

(Note) Parties
Consumer loans 97 $ 99,640 $ 69,731 $ 69,731 $ Land and buildings as collatgMahe
for part of the loans
Self-used housing mortgage loans 92 543,019 476,805 476,805 Land and buildings None
Other loans Others 329,635 253,367 253,367 Land and buildings None
December 31, 2011
Loan Classification Differences in
Highest Balance in Terms of
the Year Ended . . Transaction for
Type Account Volume or Name December 31, 2011 Ending Balance Normal Loans Nonpl)_%r;cr)]rsmmg Collateral Related Parties and
(Note) Those for Unrelated
Parties
Consumer loans 101 $ 135,638 $ 87,575 $ 87,575 $ Land and buildings as collatétahe
for part of the loans
Self-used housing mortgage loans 87 603,292 435,953 435,953 Land and buildings None
Other loans Others 315,202 246,234 246,234 Land and buildings None

Note: The sum of the respective highest balances of all accoutite fpears ended December 31, 2012 and 2011.
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TABLE 5

E.SUN COMMERCIAL BANK, LTD.

ASSET QUALITY - NONPERFORMING LOANS AND RECEIVABLES
DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, %)

Period December 31, 2012 December 31, 2011
Nonperforming Ratio Of. Allowance for | Coverage Ratio Nonperforming Ratio Of. Allowance for | Coverage Ratio
ltems Loans Loans Nonperforming Possible Losses (Note 3) Loans Loans Nonperforming Possible Losses (Note 3)
(Note 1) Loans (Note 2) ) (Note 1) Loans (Note 2) )
Corporate |Secured $ 217,130 $ 144,561,072 0.15 $ 1,554,875 716.10 $ 34,627 $ 123,474,193 0.03 $ 1,234,742 3,565.84
Banking |Unsecured 271,784 223,771,403 0.12 2,545,253 936.50 197,209 184,160,139 0.11 1,841,601 933.83
Housing mortgage (Note 4) 253,251 237,782,424 0.11 2,492,205 984.08 348,608 233,168,931 0.15 2,174,898 623.88
Consumer Cash card 751 14,093 5.33 12,273  1,634.22 1,127 20,156 5.59 2,594 230.17
Bankin Small-scale credit loans (Note 5) 488,333 37,495,961 1.30 704,073 144.18 536,241 28,844,744 1.86 565,082 105.38
9 Other (Note 6) Secured 29,601 95,175,582 0.03 954,388  3,224.17 112,391 84,829,197 0.13 848,292 754.77
Unsecured 4,47% 5,049,101 0.09 64,078 1,431.91 79,504 8,396,142 0.95 83,961 105.61
Loan 1,265,325 743,849,636 0.17 8,327,145 658.10 1,309,707 662,893,502 0.20 6,751,17@ 515.47
Nonperforming Ratio Of. .| Nonperforming Ratio Of. .
. . Nonperforming | Allowance for | Coverage Ratio . , Nonperforming | Allowance for | Coverage Ratio
Receivables Receivables . ) Receivables Receivables . .
Receivables | Possible Losses (Note 3) Receivables | Possible Losses (Note 3)
(Note 1) (Note 1)
(Note 2) (Note 2)
Credit cards 80,264 35,971,393 0.22 1,394,141 1,736.94 76,735 32,848,546 0.23 1,053,388 1,372.76
Ac(cl\(l)gtr;t%recelvable factored without recourse ) 4.199.426 i 45,236 ) ) 5.598,969 ) 36,039 )
Amounts of executed contracts on negotiated debis 85.264 117,688
not reported as nonperforming loans (Note 8)
Amounts of executed contract_s on negotlated debts 274,237 371,548
not reported as nonperforming receivables (Notg 8)
Amounts of executed debt_-restructurmg projects not 366,401 383,703
reported as nonperforming loans (Note 9)
Amounts of executed debt-restructuring projects rot 1,173,757 1,129,323

reported as nonperforming receivables (Note 9)

Note 1: Nonperforming loans are reported to the authorities and disabotfedgublic, as required by the “Regulations Governing the Proceduresfon@nstitutions to Evaluate Assets and Deal with Nonperforming/Ndornsad Loans.”
Nonperforming receivables are reported to the authorities and didt¢toee public, as required by the Banking Bureau'’s letter dated July 6, 2005I¢R8944000378).

Note 2: Ratio of nonperforming loans: Nonperforming loans + Outstanolimgalance.
Ratio of nonperforming receivables: Nonperforming receivabl@ststanding receivables balance.

Note 3: Coverage ratio of loans: Allowance for possible lossdedns + Nonperforming loans.
Coverage ratio of receivables: Allowance for possible losseedeivables + Nonperforming receivables.

Note 4: The mortgage loan is for house purchase or renovation and is fullgdsby housing that is purchased (owned) by the borrower, the spouse or the mdnen cithe borrowers.
Note 5: Based on the Banking Bureau'’s letter dated December 19, 2005 (Ref. NQ103540), small-scale credit loans are unsecured, involve small amounts amt e€xelit cards and cash cards.
Note 6: Other consumers’ banking loans refer to secured or unsecuredhidamnstude housing mortgage, cash cards, credit cards and smalkreddlmans.

(Continued)
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Note 7: As required by the Banking Bureau in its letter datdgl 19, 2005 (Ref. No. 0945000494), factoring accounts receivable witmuirse are reported as nonperforming receivables within tiweths after the factors or insurance
companies refuse to indemnify banks for any liabilities on these accounts.

Note 8: Amounts of executed contracts on negotiated debts that are not rapartegherforming loans or receivables are reported in accordance witmkieg3Bureau’s letter dated April 25, 2006 (Ref. No. 09510001270).
Note 9: Amounts of executed debt-restructuring projects not reported as nomgagfloans or receivables are disclosed to the public in accordancaéevBarnking Bureau’s letter dated September 15, 2008 (Ref. No. 09700318940).

(Concluded)
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR

TABLE 6

IES

ESFHC'S FINANCIAL STATEMENTS AND CONDENSED FINANCIA L STATEMENTS OF
SUBSIDIARIES
YEARS ENDED DECEMBER 31, 2012 AND 2011

1.

ESFHC's financial statements

Assets

Cash and cash equivalents

Financial assets at fair value
through profit or loss, net

Receivables

Equity investments under the
equity method

Other financial assets

Properties, net

Intangible assets

Other assets, net

Total

E.SUN Financial Holding Company, Ltd.

Balance

Sheets

December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars, Except Par Vale)

2012 2011
$ 5,514,101 $ 7,212,192
7,780 -
1,476,253 734,622
81,135,789 70,828,510
12,690 12,690
1,907 2,298
16,568 2,987
170,762 40,923
$ 88,335,850 $ 78,834,222
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Liabilities and Stockholders’
Equity

Financial liabilities at fair value
through profit or loss

Payables

Corporate bonds payable

Accrued pension cost

Total liabilities

Stockholders’ equity
Common stock - NT$10.00
par value, authorized
10,000,000 thousand shares
in 2012 and 5,000,000
thousand shares in 2011,
issued and outstanding
5,010,700 thousand shares
in 2012 and 4,575,000
thousand shares in 2011
Capital surplus
Retained earnings
Cumulative translation
adjustments
Unrealized valuation gains
(losses) on financial
instruments
Net loss not recognized as
pension cost
Total stockholders’ equity

Total

2012 2011
5447115 $ 5,241,495
1,408,974 504,454
6,300,000 7,500,000

5,752 4,577
13,161,841 13,250,526
50,107,000 45,750,000
14,420,331 13,327,677
10,584,717 6,728,981

(228,429) (5,960)
295,035 (214,460)

(4,645) (2,542)
75,174,009 65,583,696

$ 88335850 $ 78,834,222

(Continued)



E.SUN Financial Holding Company, Ltd.

Statements of Income
Years Ended December 31, 2012 and 2011

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

Revenues and gains

Income from equity investments under the equityhoet

Other revenues and gains

Total revenues and gains
Expenses and losses

Operating expenses

Other expenses and losses

Total expenses and losses
Income before income tax
Income tax benefit

Net income

Earnings per share (New Taiwan dollars)
Basic
Diluted

2012 2011
$ 7,677,165 $ 3,781,342
114,789 186,958
7,791,954 3,968,300
181,580 168,765
_ 684,731 _ 345,992
866,311 514,757
6,925,643 3,453,543
132,593 30,805
$ 7,058,236 $ 3,484,348
2012 2011
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
$ 143 $ 1.46 $ 0.78 $ 0.78
$ 1.37 $ 1.39 $ 0.75 $ 075
(Continued)
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BALANCE, JANUARY 1, 2011
Appropriation of prior year's earnings (Note)
Legal reserve
Dividend
Cash
Stock
Balance after appropriation
Issuance of common stock from bonus to employees
Special reserve of subsidiaries under the equithoae
Capital increase in September 2011
Share-based payment for the subscription of neweshzy employees
Net income in 2011
Change in cumulative translation adjustments
Change in unrealized valuation losses on finanegituments
Change in net loss not recognized as pension cost
BALANCE, DECEMBER 31, 2011
Appropriation of prior year's earnings (Note)
Legal reserve
Special reserve
Dividend
Cash
Stock
Balance after appropriation
Issuance of common stock from bonus to employees
Capital increase in October 2012
Net income in 2012
Change in cumulative translation adjustments
Change in unrealized valuation gains on financisfruments

Change in net loss not recognized as pension cost

BALANCE, DECEMBER 31, 2012

Note:  For the years ended December 31, 2011 an@, 294 remunerations to directors of $33,360 thedsmd $35,656 thousand, respectively, and bortasemployees of $100,078 thousand ($99,732 thousaodmmon stock and $346 thousand in cash) ané,868 thousand ($103,364 thousand in common stodk$a,604

E.SUN Financial Holding Company, Ltd.

Statements of Changes in Stockholders' Equity
Years Ended December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars)

Stockholders’ Equity of Parent Company

Capital Stock

Shares

(In Thousands)

3,803,300

266,231
4,069,531

5,469

500,000

4,575,000

228,750
4,803,750
6,950

200,000

5,010,700

thousand in cash), respectively, were deducted fhenincome statements.

Common Stock

$ 38,033,000

2,662,310
40,695,310

54,690

5,000,000

45,750,000

2,287,500
48,037,500
69,500

2,000,000

$ 50,107,000

Capital Surplus

$ 10,578,871

10,578,871

48,674

2,500,000

200,132

13,327,677

13,327,677
30,232

1,062,422

$ 14,420,331

Retained Earnings

Legal Reserve
$ 2,069,158

392,307

2,461,465

2,461,465

348,434

2,809,899

$ 2,809,899
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Special Reserve

$ 163,969

163,969

164,235

328,204

222,962

$ 551,166

Unappropriated
Earnings

$ 4,270,241

(392,307)

(760,660)
(2,662,310)

454,964

3,484,348

3,939,312

(348,434)
(222,962)

(915,000)
(2.287,500)

165,416

7,058,236

$ 7,223,652

Equity Adjustments
Unrealized
Valuation
Cumulative Gains (Losses) Net Loss Not
Translation on Financial Recognized as
Adjustments Instruments Pension Cost
$  (128,172) $ 274,295 $ (19,503)
(128,172) 274,295 (19,503)
122,212 - -
- (488,755) -
- - 16,961
(5,960) (214,460) (2,542)
(5,960) (214,460) (2,542)
(222,469) - -
- 509,495 -
- - (2,103)
$  (228,429) $ 295,035 $ (4,645)

Total
Stockholders’
Equity

$ 55,241,859

(760,660)

54,481,199
103,364
164,235

7,500,000
200,132
3,484,348
122,212
(488,755)
16,961

65,583,696

(915,000)

64,668,696
99,732
3,062,422
7,058,236
(222,469)
509,495
(2,103)
$ 75.174.009

(Continued)



E.SUN Financial Holding Company, Ltd.

Statements of Cash Flows

Years Ended December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars)

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cashigeal by

operating activities

Income from equity investments under the equityhoet net
Cash dividends from equity investments under theétggqethod

Depreciation and amortization expenses
Losses on the valuation of financial instruments
Salary expenses on share-based payments
Deferred income tax
Others
Net changes in operating assets and liabilities
Receivables
Other assets
Payables
Net cash provided by operating activities
Cash flows from investing activities
Acquisition of properties and intangible assets
Increase in equity investments under the equityhoeet
Net cash used in investing activities
Cash flows from financing activities
Proceeds of the issuance corporate bonds
Repayment of corporate bonds
Capital increase
Cash dividends paid
Net cash provided by financing activities
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
Supplementary cash flow information

Interest paid
Income tax paid
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2012

$ 7,058,236

(7,677,165)
967,886
2,734
197,840
674

(128,981)
(590)

(741,631)
(858)
792,352
470,497

(16,010)
(3,100,000)
(3,116,010)

3,800,000
(5,000,000)
3,062,422

(915,000)
947,422

(1,698,091)
7,212,192

$ 5,514,101

$ 251,942
$ 4,987

2011

$ 3,484,348

(3,781,342)
1,313,650
562
102,563
26,182
(116,799)
903

95,464
(3,819)
72,600
1,194,312

(3,839)
(7.500,000)
(7,503,839)

7,500,000
(760,660)
6,739,340
429,813
6,782,379

$ 7,212,192
$ 241,705

$ 157,647
(Continued)



Subsidiaries’ condensed balance sheets

Assets

Cash and cash equivalents

Due from the Central Bank and call
loans to other banks

Financial assets at fair value through
profit or loss, net

Securities purchased under resell
agreements

Receivables, net

Discounts and loans, net

Available-for-sale financial assets, net

Held-to-maturity financial assets, net
Other financial assets, net
Properties, net

Intangible assets

Other assets, net

Total

Assets

Current assets

Funds and investments

Properties, net

Intangible assets

Other assets

Securities brokerage accounts,
net

Total

E.SUN Commercial Bank, Ltd.

Condensed Balance Sheets
December 31, 2012 and 2011

(In Thousands of New Taiwan Dollars)

Liabilities and Stockholders’

2012 2011 Equity 2012 2011
$ 23,068,127 $ 19,931,437 Liabilities
55,855,963 45,016,416  Due to the Central Bank and other
banks $ 46,652,824 $ 38,052,926
61,142,893 52,152,745  Financial liabilities at fair value
through profit or loss 6,971,106 7,850,768
210,863 29,789  Securities sold under repurchase
44,304,823 42,260,221 agreements 4,957,725 13,247,387
735,406,720 656,008,834  Payables 22,357,418 18,017,856
76,155,007 52,860,765 Deposits and remittances 1,029,974,595 962,841,827
211,168,563 253,283,859  Bank debentures 47,000,000 39,000,000
4,392,491 3,497,546 Other financial liabilities 1,412,646 1,943,643
16,373,001 15,599,517  Other liabilities 1,283,666 1,481,045
4,137,558 4,036,275 Total liabilities 1,160,609,980 1,082,435,452
3,672,695 2,667,589
Stockholders’ equity
Capital stock 45,725,000 42,206,000
Capital surplus 12,345,531 11,037,856
Retained earnings 17,130,721 11,893,202
Cumulative translation adjustments (228,429) (5,960)
Unrealized valuation gains (losses) on
financial instruments 305,901 (221,557)
Total stockholders’ equity 75,278,724 64,909,541
$1,235,888,704 $1,147,344,993 Total $1,235,888,704  $1,147,344,993
E.SUN Securities Co., Ltd.
Condensed Balance Sheets
December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars)
Liabilities and Stockholders’
2012 2011 Equity 2012 2011
$ 4,739,864 $ 4,731,314 Liabilities
117,420 115,047
292,817 289,083  Current liability $ 2451869 $ 2,414,151
34,616 23,886  Other liabilities 2,610 2,597
806,024 801,508 Total liabilities 2,454,479 2,416,748
16,154 40,883  Stockholders’ equity
Capital stock 3,060,000 3,060,000
Capital surplus 28,812 25,844
Retained earnings 463,604 499,129
Total stockholders’ equity 3,552,416 3,584,973
$ 6,006,895 $ 6,001,721 Total $ 6,006895 $ 6,001,721
(Continued)
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E.SUN Insurance Broker Co., Ltd.
Condensed Balance Sheets
December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars)

Liabilities and Stockholders’

Assets 2012 2011 Equity 2012 2011
Current assets $ 828,414 % 752,941 Liabilities

Funds and investments - 30,914

Properties, net 1,578 1,198  Current liabilities $ 108,116 $ 126,066
Intangible assets 165 171  Other liabilities 544 275
Other assets 3,147 3,513  Total liabilities 108,660 126,341

Stockholders’ equity

Capital stock 113,000 113,000
Capital surplus 2,981 2,711
Retained earnings 609,251 553,671
Unrealized valuation losses on
financial instruments (295) (6,945)
Net loss not recognized as
pension cost (293) (41)
Total stockholders’ equity 724,644 662,396
Total $ 833,304 $ 788,737 Total $ 833,304 $ 788,737

E.SUN Venture Capital Co., Ltd.
Condensed Balance Sheets
December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars)

Liabilities and Stockholders’

Assets 2012 2011 Equity 2012 2011
Current assets $ 480,834 $ 573,889 Liabilities

Funds and investments 1,100,443 1,115,052

Properties, net 73 149  Current liabilities $ 5975  $ 20,547
Intangible assets - 128  Other liabilities 172 279
Other assets 4,802 3,208 Total liabilities 6,147 20,826

Stockholders’ equity

Capital stock 1,500,000 1,500,000
Capital surplus 1,326 1,013
Retained earnings 89,250 156,545
Unrealized valuation gains on
financial instruments (10,571) 14,042
Total stockholders’ equity 1,580,005 1,671,600
Total $ 1586152 $ 1,692,426 Total $ 1586152 $ 1,692,426
(Continued)
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3. Subsidiaries’ condensed income statements
E.SUN Commercial Bank, Ltd.
Condensed Income Statements

Years Ended December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars, Except Per Slha Amounts)

ltems 2012 2011

Net interest $ 14,095,682 $ 12,600,196
Net revenues and gains other than interest 9,113,184 6,253,999

Total net revenues 23,208,866 18,854,195
Bad-debt expenses (2,019,923) (4,540,028)
Operating expenses (12,689,540) (10,711,433)
Income before income tax $ 8,499,403 $ 3,602,734
Net income $ 7178995 $ 3,157,630
Earnings per share (New Taiwan dollars)

Before income tax $1.94 $0.92

After income tax $1.64 $0.81

E.SUN Securities Co., Ltd.

Condensed Income Statements
Years Ended December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

Iltems 2012 2011

Revenues $ 923,374 $ 1,080,770
Expenses (896,846) (965,064)
Income before income tax $ 26,528 $ 115,706
Net income $ 13,435 $ 72,339
Earnings per share (New Taiwan dollars)

Before income tax $0.09 $0.38
After income tax $0.04 $0.24

(Continued)
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E.SUN Insurance Broker Co., Ltd.

Condensed Income Statements
Years Ended December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

Items 2012

Operating income $ 1,539,038
Operating expenses (988,053)
Nonoperating revenues and gains 16,154
Nonoperating expenses and losses (3,939)
Income before income tax $ 563,200
Net income $ 468,030
Earnings per share (New Taiwan dollars)

Before income tax $49.84
After income tax $41.42

E.SUN Venture Capital Co., Ltd.

Condensed Income Statements
Years Ended December 31, 2012 and 2011
(In Thousands of New Taiwan Dollars, Except Per Shha Amounts)

Items 2012

Revenues $ 107,306
Expenses (91,875)
Income before income tax $ 15,431
Net income $ 16,705
Earnings per share (New Taiwan dollars)

Before income tax $0.10
After income tax $0.11
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2011
$ 736,060

(185,936)
7,322

(5,413)
$ 552,033
$ 458,255

$48.85
$40.55

2011

$ 166,439
(67.301)

$ 99,138
$ 93,118

$0.66

$0.62
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR

BUSINESS SEGMENT FINANCIAL INFORMATION
YEARS ENDED DECEMBER 31, 2012 and 2011

(In Thousands of New Taiwan Dollars)

TABLE 7

IES

2012

ltems Business Segment Banking Securities Others Consolidated
Net interest (losses) $ 14,158,468 208,724 $ (277,627) $ 14,089,561
Net revenues and gains other than interest $385% 493,895 1,173,387 10,002,317
Total net revenues 22,493,499 702,619 895,760 24,091,878
Bad-debt expenses (2,019,923 (39) - (2,019,962
Operating expenses (12,555,976) (716,120 (445,901) (13,717,997)
Income (losses) before income tax 7,917,600 (13,540 449,859 8,353,919
Income tax benefit (expenses) (1,320,408) (13,093 37,818 (1,295,683
Net income (losses) 6,597,192 (26,633 487,677 7,058,236
2011

ltems Business Segment Banking Securities Others Consolidated
Net interest (losses) $ 12,661,81% 267,768 $ (241,247)$ 12,688,332
Net revenues and gains other than interest H535 513,408 867,967 7,516,932
Total net revenues 18,797,368 781,176 626,720 20,205,264
Bad-debt expenses (4,540,028) (7) - (4,540,035
Operating expenses (10,599,866) (721,800 (301,160) (11,622,826)
Income before income tax 3,657,474 59,369 325,560 4,042,403
Income tax expenses (445,104) (43,367 (69,584 (558,055
Net income 3,212,370 16,002 255,976 3,484,348
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E.SUN COMMERCIAL BANK, LTD.

INFORMATION ON THE FOREIGN-CURRENCY FINANCIAL ASSETS AND

LIABILITIES WITH SIGNIFICANT EFFECT
DECEMBER 31, 2012 and 2011
(In Thousands)

TABLE 8

2012 2011
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars
Financial assets
UsD $ 5,574,909 29.0400 $ 161,895,357 $ 4,655,368 30.2780 $ 140,955,232
AUD 502,590 30.1203 15,138,162 460,218 30.7534 14,153,268
HKD 2,223,139 3.7462 8,328,323 2,158,441 3.8969 8,411,229
JPY 21,627,388 0.3361 7,268,965 12,071,016 0.3898 4,705,282
RMB 1,130,281 4.6590 5,265,979 198,596 4.7980 952,864
EUR 77,852 38.4490 2,993,332 73,494 39.2070 2,881,479
GBP 21,421 46.7834 1,002,147 3,588 46.6735 167,465
SGD 31,684 23.7410 752,210 2,283 23.3033 53,201
NzD 12,426 23.8244 296,042 1,289 23.4261 30,196
CHF 3,766 31.8212 119,839 2,705 32.1969 87,093
CAD 2,419 29.1977 70,629 1,790 29.6785 53,125
ZAR 18,870 3.4221 64,575 10,150 3.7208 37,766
SEK 3,163 4.4669 14,129 2,139 4.3910 9,392
THB 3,970 0.9484 3,765 5,359 0.9542 5,114
MXN 1,415 2.2398 3,169 693 2.1619 1,498
MYR 77 9.4902 731 77 9.5409 735
Financial liabilities
UsD 5,833,189 29.0400 169,395,809 4,631,902 30.2780 140,244,729
JPY 20,487,224 0.3361 6,885,756 8,622,514 0.3898 3,361,056
AUD 239,283 30.1203 7,207,276 215,873 30.7534 6,638,829
ZAR 1,789,213 3.4221 6,122,866 1,093,291 3.7208 4,067,917
EUR 134,563 38.4490 5,173,813 149,595 39.2070 5,865,171
HKD 1,197,211 3.7462 4,484,992 1,065,460 3.8969 4,151,991
RMB 900,947 4.6590 4,197,512 490,850 4,7980 2,355,098
GBP 38,589 46.7834 1,805,325 22,006 46.6735 1,027,097
NzZD 35,505 23.8244 845,885 57,865 23.4261 1,355,551
CAD 21,679 29.1977 632,977 24,858 29.6785 737,748
SGD 15,535 23.7410 368,816 67,353 23.3033 1,569,547
CHF 8,260 31.8212 262,843 7,704 32.1969 248,045
SEK 16,277 4.4669 72,708 9,430 4.3910 41,407
MXN 1,332 2.2398 2,983 - 2.1619 -
MYR - 9.4902 - 1 9.5409 10
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TABLE 9

E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIARIES

ACQUISITION OF INDIVIDUAL REAL ESTATES AT COSTS OF AT LEAST NT$300 MILLION OR 10% OF THE PAID-IN CAPIT AL
YEAR ENDED DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars)

. Transaction Payment Nature of Prior Transaction of Related Counter-party . Purpose of
Name Property Transaction Date Amount Term Counter-party Relationship Owner Relationship Transfer Date Amount Price Reference Acquisition Other Terms
E.SUN Commercial BankLand Board approval date: $969,280 Fully paid | Yung Tai Industrial Jo, - - - - $ - DTZ Debenham |Operation for -
Ltd. 2012.05.04 Ltd. and Ing Tai Tie Leung Real credit card and
No. 16-19, Zhongxing Subsection, Industrial Co, Ltd. Estate payment
Erchong Pu Section, Sanchong |Contract date: Appraiser division
District, New Taipei City 2012.05.10 Office
Building Settlement date:
2012.05.21
No. 50, 50-2, 50-4, 50-6, 50-7, 50-10,
50-12, Zhongxing N. St, Sanchornqg
District, New Taipei City
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TABLE 10

E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$300 M ILLION OR 10% OF THE PAID-IN CAPITAL
DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars)

Company Name Related Part Relationshi Ending Balance Turnover Rate Overdue Amount Received irf  Allowance for
pany y P (Notes 1 and 2) Amount Action Taken Subsequent Period Bad Debts
E.SUN Financial Holding Company, LWE.SUN Commercial Bank, Ltd. Subsidiary $ 808,033 - $ - - $ - $ -

Note 1: The receivables come from remuneration to directordhianddeivables on the use by E.SUN Commercial Bank, Ltd. of the linkegstaxs

Note 2: The balances were not included in the consolidated finaraterhents.
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TABLE 11

E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

CAPITAL ADEQUACY RATIO
DECEMBER 31, 2012 and 2011

1. E.SUN Financial Holding Company, Ltd.'s Capialequacy Ratio

Unit:  In Thousands of New Taiwan Dollars, %
December 31, 2012 December 31, 2011
Proporti- Group's Proporti- Group's
Group’s Net Statutory Group’s Net Statutory
onate - - . onate . - )
Share Eligible Capital Capnal Share Eligible Capital Ca_pltal
Requirement Requirement
E.SUN Financial Holding Company, Ltd. $ 80,%Wh | $ 81,246,787 $ 67,747,647 $ 70,884,437
E.SUN Commercial Bank, Ltd. 100 103,424,6//5 62,646,252 100 82,305,147 53,565,372
E.SUN Securities Co., Ltd. 100 2,676,825 697,949 100 2,688,919 577,263
E.SUN Venture Capital Co., Ltd. 100 1,580,0p5 793,076 100 1,671,600 846,213
E.SUN Insurance Broker Co., Ltd. 100 724,644 416,652 100 662,396 394,369
Deduction (95,493,400) (81,148,479 (81,084,614 (70,841,200
Total 93,421,814 64,652,237 73,991,095 55,426,454
Group capital adequacy ratio 144.50 133.49

Note 1: The above amounts are calculated undefRigulations Governing the Consolidated Capital

Adequacy of Financial Holding Companies.”

Note 2: Group capital adequacy ratio =
requirement.

E.SUN Financial Holding Company, Ltd.’s Eligiliiapital

Group’s eégible capital + Group’s statutory capital

Unit: In Thousands of New Taiwan Dollars
ltems December 31,| December 31,
2012 2011
Common stock $ 50,107,000 $ 45,750,000
Qualified noncumulative perpetual preferred staad noncumulative
subordinated debts without maturity dates conformigld the terms
of Bank’s Tier 1 capital - -
Other preferred stocks and subordinated debts 500500 2,200,000
Capital collected in advance - -
Capital surplus 14,420,331 13,327,677
Legal reserve 2,809,899 2,461,465
Special reserve 551,166 328,204
Cumulative earnings 7,223,652 3,939,312
Equity adjustments 61,961 (222,962)
Less: Goodwill - -
Less: Deferred assets 164,944 36,049
Less: Treasury stock - -
Total eligible capital 80,509,065 67,747,647

Note:
Adequacy of Financial Holding Companies.”
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The above amounts are calculated under treguRtions Governing the Consolidated Capital
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3. E.SUN Commercial Bank, Ltd.’s Capital AdequaatiB®

(Unit:  In Thousands of New Taiwan Dollars, %)

Year| December 31,| December 31,
ltems 2012 2011
om Tier 1 capital $ 70,873,180 $ 60,383,539
82a Tier 2 capital 32,551,495 21,921,608
= % Tier 3 capital - -
- Eligible capital 103,424,675 82,305,147
Standardized approach 725,386,677 609,421,646
o |Credit risk Internal ratings-based approach - -
72} Securitization 265,725 1,195,353
= Basic indicator approach 42,592,175 36,140,025
é—':;_- Operational risk Standardizz_ad approach/alternative ) )
= standardized approach
o Advanced measurement approach - -
7 : Standardized approach 14,833,625 22,810,125
% Market risk
@ Internal model approach - -
@ Risk-weighted assets 783,078,152 669,567,149
Capital adequacy ratio 13.21 12.29
Ratio of Tier 1 capital to risk-weighted assets 9.05 9.02
Ratio of Tier 2 capital to risk-weighted assets 4.16 3.27
Ratio of Tier 3 capital to risk-weighted assets - -
Ratio of common stock to total assets 3170 3.68
Ratio of leverage 5.97 5.46

Note 1: Eligible capital and risk-weighted assets @alculated under the “Regulations Governing the
Capital Adequacy Ratio of Banks” and the “Explamatof Methods for Calculating the Eligible
Capital and Risk-weighted Assets of Banks.”

Note 2: Formulas used were as follows:

1)

2)

3)
4)
5)
6)
7

8)

Eligible capital = Tier 1 capital + Tier 2 caglit- Tier 3 capital.

Risk-weighted assets = Risk-weighted assetscfedit risk + Capital requirements for
operational risk and market risk x 12.5.

Capital adequacy ratio = Eligible capital +~ Rigkighted assets.

Ratio of Tier 1 capital to risk-weighted assefBier 1 capital +~ Risk-weighted assets.

Ratio of Tier 2 capital to risk-weighted assefBier 2 capital + Risk-weighted assets.

Ratio of Tier 3 capital to risk-weighted assefBier 3 capital +~ Risk-weighted assets.

Ratio of common stock to total assets = Comntocks+ Total assets.

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

(Concluded)
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR

DISCLOSURE REQUIRED UNDER ARTICLE 46 OF
THE FINANCIAL HOLDING COMPANY ACT
DECEMBER 31, 2012 and 2011

(In Thousands of New Taiwan Dollars, %)

TABLE 12

IES

December 31, 2012

Total Amounts
of Credits, Percentage of
Name Endorsement or . .
Other ESFHC'’s Equity
Transactions

1. Same person
Central Bank of the Republic of China (R.0.C.) 2@%1,300,083 267.78
Ministry of Finance, R.O.C. 38,034,022 50.59
Tai Power Co., Ltd. 10,495,149 13.96
CPC Corporation, Taiwan 8,692,423 11.56
Chi Mei Optoelectronics Corp. 8,089,899 10.76
Dragon Steel Corporation 7,152,992 9.52
AUO Co., Ltd. 6,087,329 8.10
Taichung City Government 6,000,000 7.98
JP Morgan Chase Bank 3,983,373 5.30
Citi Bank 3,166,417 4.21
China Steel Corp. 3,144,629 4.18

2. Same related parties
None

3. Same affiliate
China Steel Corporation and related parties a4 15.95
Hon Hai Precision Co., Ltd. and related parties 9,215,449 12.26
AUO Co., Ltd. and related parties 8,574,467 114
Nan Ya Plastic Co., Ltd. and related parties 46,050 7.90
JP Morgan Chase Bank and related parties 48388 6.52
Hongkong and Shanghai Banking Corporation Limited aelate 4,646,439 6.18

parties
Eva Airways Corporation and related parties 68,309 5.81
Ruentex Industries Ltd. and related parties U5 5.73
Walsin Lihwa Corporation and related parties 05,326 5.73
Standard Chartered Bank Ltd. and related parties 4,264,078 5.67
Formosa Petrochemical Co. and related parties 1664323 5.54
Pou Chen Corporation and related parties 4,099,0 5.39
Yuen Foong Yu Paper Mfg. Co., Ltd. and relatedipart 3,785,611 5.04
(Continued)
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Name

Total Amounts
of Credits,
Endorsement or
Other
Transactions

Percentage of
ESFHC'’s Equity

Quanto Computer Inc. and related parties

First Commercial Bank Co., Ltd. and related parties
Sinyi Realty Inc. and related parties

Citi Bank and related parties

$ 3o
3,387,713

3,374,2
3,180,682

08

4.93
451

4.49
4.23

December 31, 2011
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Total Amounts
of Credits, Percentage of
Name Endorsement or . )
Other ESFHC'’s Equity
Transactions
1. Same person
Central Bank of the Republic of China (R.0.C.) $5210,000 358.64
Ministry of Finance, R.O.C. 24,425,384 37.24
Chi Mei Optoelectronics Corp. 10,526,676 16.05
Dragon Steel Corporation 8,299,654 12.66
Tai Power Co., Ltd. 7,010,802 10.69
AUO Co., Ltd. 6,586,293 10.04
Taichung City Government 6,000,000 9.15
JP Morgan Chase Bank 4,801,072 7.32
Morgan Stanley 3,375,482 5.15
Royal Bank of Scotland 3,291,803 5.02
Deutsche Bank 3,082,969 4.70
2. Same related parties
None
3. Same affiliate
Hon Hai Precision Co., Ltd. and related parties 14,381,167 21.93
China Steel Corporation and related parties a0 17 16.83
AUO Co., Ltd. and related parties 8,221,346 42.5
Nan Ya Plastic Co., Ltd. and related parties 68,943 10.93
Hopna?rlézgg and Shanghai Banking Corporation Limited aelate 5.082,027 775
Walsin Lihwa Corporation and related parties 97,689 7.01
Eva Airways Corporation and related parties 58,315 6.65
Yuen Foong Yu Paper Mfg. Co., Ltd. and relatedipart 3,337,064 5.09
Ruen Chen Investment Holding Co., Ltd. and relgkedies 3,107,450 4.74
First Commercial Bank Co., Ltd. and related parties 3,023,267 4.61
(Concluded)



TABLE 13

E.SUN FINANCIAL HOLDING COMPANY, LTD.

THE RELATED INFORMATION AND PROPORTIONATE SHARE IN INVESTE ES

YEAR ENDED DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars)

The Proportionate Share of the Company and its Affiliates in
Investees (Note 1)
. . Percentage
: Main Businesses and , , Total
Investor Company Investee Company Location of Carrying Value |Investment Gain Note
Products ownershi Shares Pro Forma Shares Percentage
P (Thousands) | Shares (Note 2) of
(Thousands) Ownership
E.SUN Financial Holding |[E.SUN Commercial Bank, Ltd. Taipei Banking 100.0( $ 75,278,724 $ 7,178|995 4,57p,500 - 4,572,500 100.00 3
Company, Ltd. E.SUN Securities Co., Ltd. Taipei Dealing, underwriting, 100.00 3,552,416 13,435 306,000 - 306,000 100/00 3
brokering securities and
operating in brokerage of
futures
E.SUN Venture Capital Co., Ltd. Taipei Investment 100.00 1,580,005 16,705 150,000 - 150,000 100.00 3
E.SUN Insurance Broker Co., Ltd. Taipei Insurance brokering 100.00 724,644 468,030 11,300 - 11,30( 100.0(¢ 3

Note 1: Shares or pro forma shares held by the Company, directors, supeprissident, vice president and affiliates in accordanceahlgt@ompany Law have been included.
Note 2: a. Pro forma shares are shares that are assumeduiaibed through buying equity-based securities or entering intty-¢igked derivative contracts for purposes defined in Paaty2 of Article 36 and Article 37 of the Financial
Holding Company Act.

b. Equity-based securities are covered by Article 11 of the “Besusnd Exchange Law Enforcement Rules,” such as convertible bonds aantsvarr

Recognition and Measurement,” such as stock options.

c. Derivative contracts are those conforming to the definition of dier@gin Statement of Financial Accounting Standards No. 34 - “Fiddnsteuments:

Note 3: When preparing the consolidated financial statements, it bazlminated.
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E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIARIES

MARKETABLE SECURITIES ACQUIRED OR DISPOSED OF AT CO STS OR PRICES OF AT LEAST NT$300 MILLION OR 10% OF THE PAID-IN CAPITAL
(ESFHC AND E.SUN BANK DISCLOSED ITS INVESTEES ACQUIRED OR DISPOSED OF)
YEAR ENDED DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars)

TABLE 14

Marketable Financial Beginning Balance Acquisition Disposal Ending Balance
Company Name Securities Type Statement Counter- | Nature of Gain (Loss) on
and Name Account Party Relationship Shares Amount Shares Amount Shares Selling PriceCarrying Value Disposal Shares Amount
E.SUN Financial Holdinge.SUN CommerciaEquity None None 4,220,600 $64,909,541 351,900$10,791,659 - - $ 422,476 $ - $ 4,572,500 | $75,278,724
Company, Ltd. Bank investments (Note 1) |(Notes 2 and 4) (Notes 3 and 4) (Note 4)
under the equit
method
E.SUN Insurance BrokelTaishin 1699 Available-for-sale] None None 3,840 50,000 32,831 430,000 19,139 250,658 250,00 65 17,532 230,000

Co., Ltd.

Money Market
Fund

assets, net

Note 1:

Note 2:
under the equi

Note 3:

Note 4:

ty method.

Consisting of $422,476 thousand due to dastiend.

This amount was not included in the comnlsaéd financial statements.

Consisting of 200,000 thousand shares dsfrecash and 151,900 thousand shares issuedcksdividends.
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Consisting of $3,100,000 thousand due pitalaincrease, $207,675 thousand due to equitiease in share-based payment, $304,989 thousanib eché¢ decrease in other equity adjustments anti7f8995 thousand as the net gain from equity invest




TABLE 15

E.SUN FINANCIAL HOLDING COMPANY, LTD. AND SUBSIDIAR I[ES

INVESTMENT IN MAINLAND CHINA
YEAR ENDED DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Accumulated Investment Flows Accumulated % Accumulated
Outflow of Outflow of Ownership Carrying Value as Inward
Investee Main Businesses and Total Amount of |Investment ) . Remittance of
o . Investment from Investment from | of Direct or | Investment Gain of .
Company Name Products Paid-in Capital Type . Outflow Inflow : . 4 Earnings as of
Taiwan as of Taiwan as of Indirect December 31, 2012
j December 31,
January 1, 2012 December 31, 2012 Investment 2012
Dongguan Branch Deposits, loans, import and US$ 94,862 Direct $ - US$ 94,862 $ - US$ 94,862 100% $ 28,423 $ 2,796,766 $
export, exchange and ($ 2,851,542) ($ 2,851,542) ($ 2,851,542)
foreign exchange (Note 1) (Note 1) (Note 1)
business

Accumulated Investment in | Investment Amount Approved .
. . - Maximum Investment
Mainland China as of by the Investment Commission Allowable (Note 2)
December 31, 2012 MOEA
US$94,862 US$94,862
($2,851,542) ($2,851,542) $45,167,235
(Note 1) (Note 1)

Note 1: Translation into New Taiwan dollars at the spot rates on tbe afanvestment outflow from Taiwan.

Note 2: Based on the Investment Commission’s “Regulation on the Examinalnvestment or Technical Cooperation in Mainland China,” invesstsmare limited to 60 % of E.SUN Bank’s net asset value.
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