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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Far Eastern International Bank Ltd.

We have audited the accompanying consolidéi@ldnce sheets of Far Eastern International Badk (the
“Bank”) and its subsidiaries as of December 31,2@hd 2011, and the related consolidated statenuénts
income, changes in shareholders’ equity and casVvsffor the years then ended. These consolidataddial
statements are the responsibility of the Bank’'s agament. Our responsibility is to express an opirgn
these consolidated financial statements based oauuiits.

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

a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagnferred to above present fairly, in all malegspects, the
financial position of the Bank and its subsidiaréssof December 31, 2012 and 2011, and the resiuttseir
operations and their cash flows for the years thiedied, in conformity with the Regulations Governthg
Preparation of Financial Reports by Public Banks accounting principles generally accepted in tepulic
of China.

March 20, 2013

Notice to Readers

The accompanying consolidated financial statemangésintended only to present the consolidated firen
position, results of operations and cash flowsénadance with accounting principles and practigeserally
accepted in the Republic of China and not thosangf other jurisdictions. The standards, procedusied
practices to audit such consolidated financial staénts are those generally accepted and appliethén
Republic of China.

For the convenience of readers, the auditors’ ré@ord the accompanying consolidated financial stegets
have been translated into English from the origi@&inese version prepared and used in the Repabl@hina.
If there is any conflict between the English varsamd the original Chinese version or any diffemgc the
interpretation of the two versions, the Chineseglaage auditors’ report and financial statementslispeevail.



FAR EASTERN INTERNATIONAL BANK 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
DUE FROM THE CENTRAL BANK AND OTHER BANKS

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS

Notes
4

5,30, 31

2,6,30,34

SECURITIES PURCHASED UNDER RESALE AGREEMENTS 2, 7, 30

RECEIVABLES, NET

DISCOUNTS AND LOANS, NET
AVAILABLE-FOR-SALE FINANCIAL ASSETS
HELD-TO-MATURITY FINANCIAL ASSETS

INVESTMENTS ACCOUNTED FOR BY THE EQUITY
METHOD

DEBT INVESTMENTS WITH NO ACTIVE MARKET
OTHER FINANCIAL ASSETS
PROPERTIES
Cost
Land
Buildings and improvements
Computer equipment
Transportation equipment
Miscellaneous equipment
Total cost
Less: Accumulated depreciation
Prepayments for properties
Net properties
INTANGIBLE ASSETS
OTHER ASSETS

TOTAL

The accompanying notes are an integral part ofdinsolidated financial statements.

2,3,8,9

2,3,9, 30,34

2,10, 29, 31, 34

2,11,34

2,12, 29
2,13,34

2,9, 14,34

2,15

2,16

2,17,25

Percentage
Increase
2012 2011 (Decrease)
Amount Amount %
5,599,451 6,005,214 @)
82,818,608 86,739,190 (5)
16,110,835 13,806,866 17
23,741,992 850,505 2,692
20,726,506 20,855,894 (1)
280,219,426 269,460,381 4
11,865,864 15,674,659 (24)
2,224,301 3,927,905 (43)
2,372,398 2,474,458 (4)
10,713,828 9,293,780 15
3,236,853 2,884,083 12
1,581,625 1,581,625 -
1,236,633 1,232,272 -
1,371,103 1,288,640 6
6,234 7,975 (22)
1,389,864 1,347,700 3
5,585,459 5,458,212 2
2,727,842 2,565,983 6
2,857,617 2,892,229 Q)
22,076 51,444 (57)
2,879,693 2,943,673 2)
1,868,048 1,905,193 2
1,120,509 1,633,309 (32)
$ 465,498,312 $ 438,455,110 6

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Due to the Central Bank and other banks
Short-term loans
Financial liabilities at fair value throughofit or loss
Payables
Deposits and remittances
Bank debentures
Other financial liabilities
Other liabilities

Total liabilities

SHAREHOLDERS’ EQUITY
Capital stock, NT$10.00 par value,
Authorized - 4,500,000 thousand shares
Issued and outstanding - 2,242,260 thalishares in 2012
and 2,118,560 thousand shares in 2011
Capital surplus
Additional paid-in capital in excess of par
Arising from equity-method investment
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Equity adjustments
Cumulative translation adjustments
Unrealized valuation gain (loss) on availdolesale
financial assets
Total equity adjustments

Total shareholders’ equity

CONTINGENT LIABILITIES AND COMMITMENTS

TOTAL

Notes

18

19
2,6,30,31
20, 25, 26
21,29, 34
2,22,34
23,34
2,9,24

2,10,12, 27

2,29,31,32

Percentage
Increase
2012 2011 (Decrease)
Amount Amount %
$ 11,674,958 $ 11,785,731 1)
969,980 1,369,929 (29)
3,745,032 4,081,035 (8)
5,708,177 4,691,225 22
391,933,266 369,998,562 6
23,072,123 20,230,280 14
950,909 854,450 11
842,522 789,520 7
438,896,967 413,800,732 6
22,422,596 21,185,604 6
22,348 19,706 13
9,302 9,302 -
31,650 29,008 9
1,742,672 1,030,702 69
4,554 4,554 -
2,564,542 2,374,090 8
4,311,768 3,409,346 26
9,131 12,762 (28)
(173,800) 17,658 (1,084)
(164,669) 30,420 (641)
26,601,345 24,654,378 8
$ 465,498,312 $ 438,455,110 6



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars, Except Earnings ReShare)

INTEREST INCOME
INTEREST COST
NET INTEREST INCOME

NONINTEREST INCOME AND GAINS, NET

Service fee income

Service charges

Net service fee income

Net gain on financial assets and liabilities at Yailue
through profit or loss

Net gain on available-for-sale financial assets

Investment loss recognized by the equity method

Net foreign exchange gain (loss)

Net gain on reversal of provision (provision) fesat
impairment loss

Gain on nonperforming receivables recovered

Commission income

Recovery of written-off credits

Others

Total noninterest income and gains, net
NET PROFIT
PROVISION FOR POSSIBLE LOSSES
OPERATING EXPENSES
Personnel expense
Depreciation and amortization
Others
Total operating expenses
INCOME BEFORE INCOME TAX
INCOME TAX EXPENSE
CONSOLIDATED NET INCOME
ATTRIBUTABLE TO

Shareholders of the parent company
Minority interest

Notes
2,30, 34

34

2,9

2,25,27,28, 30

2,26

Percentage
Increase
2012 2011 (Decrease)
Amount Amount %
$ 9,539,494 $ 8,079,256 18
5,560,748 4,199,879 32
3,978,746 3,879,377 3
2,504,730 2,360,438 6
507,149 488,526 4
1,997,581 1,871,912 7
1,027,270 684,242 50
310,517 262,309 18
(88,047) (67,692) 30
21,830 (13,215) 265
44,803 (2,830) 1,683
289,342 356,850 (19)
587,560 404,092 45
1,274,721 1,219,968 4
195,753 69,263 183
5,661,330 4,784,899 18
9,640,076 8,664,276 11
897,341 834,135 8
3,366,501 2,985,371 13
253,351 257,102 @)
2,195,187 2,064,053 6
5,815,039 5,306,526 10
2,927,696 2,523,615 16
364,323 150,384 142
$ 2,563,373 $ 2,373,231 8
$ 2,563,373 $ 2,373,231 8
$ 2,563,373 $ 2,373,231 8
(Continued)



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

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

2012 2011
Before After Before After
Income Income Income Income
Notes Tax Tax Tax Tax
EARNINGS PER SHARE (NEW TAIWAN DOLLARS)
Basic 29 $ 1.28 $ 1.15 $ 111 $ 1.07
Diluted 29 $ 1.27 $ 114 $ 1.10 $ 1.06
The accompanying notes are an integral part ofdnsolidated financial statements. (Concluded)



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars, Except Par Vale and Per Share Amounts)

BALANCE, JANUARY 1, 2011
Appropriation of the 2010 earnings
Legal reserve
Cash dividends - NT$0.250 per share
Stock dividends - NT$0.515 per share
Employees' bonus - stock

Translation adjustments - offshore banking unit anerseas branch

Change in unrealized valuation loss on availabtes&de financial
assets

Change in equity-method investees
Consolidated net income in 2011
BALANCE, DECEMBER 31, 2011
Appropriation of the 2011 earnings
Legal reserve
Cash dividends - NT$0.250 per share
Stock dividends - NT$0.534 per share
Employees' bonus - stock

Translation adjustments - offshore banking unit anerseas branch

Change in unrealized valuation loss on availabtes&de financial
assets

Change in equity-method investees
Consolidated net income in 2012

BALANCE, DECEMBER 31, 2012

Capital Stock (NT$10.00 Par Value) (Note 25)

Capital Surplus (Notes 2 and 25)

The accompanying notes are an integral part ofdinsolidated financial statements.

Authorized Issued and Outstanding
Shares Shares Amount
4,500,000,000 2,007,148,966 $ 20,071,489

- 103,368,172 1,033,682
- 8,043,315 80,433
4,500,000,000 2,118,560,453 21,185,604
- 113,131,129 1,131,311
- 10,568,089 105,681
4,500,000,000 2,242,259,671 $ 22,422,596

Other Shareholders’ Equity

Additional From Retained Earnings (Note 25)
Paid-in Capital Equity-method Unappropriated
in Excess of Par Investments Legal Reserve  Special Reserve Earnings
$ - $ 9,302 $ 372,276 $ - $ 2,194,754
- - 658,426 - (658,426)
- - - - (501,787)
- - - - (1,033,682)
19,706 - - - -
- - - 4,554 -
- - - - 2,373,231
19,706 9,302 1,030,702 4,554 2,374,090
- - 711,970 - (711,970)
; _ - - (529,640)
- - - - (1,131,311)
2,642 - - - -
- - - - 2,563,373
$ 22,348 $ 9,302 $ 1,742,672 $ 4,554 $ 2,564,542

Cumulative

Translation

Adjustments
(Note 2)

$ 11,264

$ 9,131

Unrealized
Valuation Gain
(Loss) on
Available-for-
sale Financial
Assets Total
(Notes 2, 10, 12 Shareholders'
and 25) Equity

$ 148,026 $ 22,807,111

- (501,787)

- 100,139

- 1,498

(116,630) (116,630)

(13,738) (9,184)

- 2,373,231

17,658 24,654,378

- (529,640)

- 108,323

- (3,631)

(180,043) (180,043)

(11,415) (11,415)

- 2,563,373

$ (173,800) $ 26,601,345



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

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

CASH FLOWS FROM OPERATING ACTIVITIES
Consolidated net income

Adjustments to reconcile consolidated net incomeetiocash provided

by operating activities

Provision for possible losses

Recovery of written-off credits

Depreciation

Amortization

Amortization of premium on financial assets

Net valuation loss (gain) on financial assets @auilities at fair
value through profit or loss

Net gain on available-for-sale financial assets

Reversal of employees' bonus payable

Investment loss recognized under the equity method

Cash dividends received from investments accouoteoly the
equity method

Net loss (gain) on disposal of properties

Provision (net gain on reversal of provision) feset impairment
loss

Decrease (increase) in financial assets at fairevddrough profit or
loss

Decrease (increase) in receivables

Decrease (increase) in deferred income tax assets

Decrease in financial liabilities at fair valuedhgh profit or loss

Increase (decrease) in accrued pension cost

Increase in payables

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Increase in due from the Central Bank and othekdan
Increase in discounts and loans
Increase in securities purchased under resaleragras
Decrease in available-for-sale financial assets
Decrease (increase) in held-to-maturity financeseds
Increase in debt investments with no active market
Decrease (increase) in other financial assets
Acquisition of properties
Proceeds of the disposal of properties
Proceeds of the disposal of collaterals assumed
Decrease (increase) in other assets
Liquidated sum of financial assets carried at cost

2012 2011
$ 2563373 $ 2,373,231
897,341 834,135
52,906 86,692
212,395 216,992
40,956 40,110
66,246 144,856
254,491 (361,498)
(310,517) (262,309)
- (4,585)
88,047 67,692
58,250 72,574
(18) 492
(44,803) 2,830
(2,558,402) 1,522,341
146,563 (1,457,634)
186,112 (103,889)
(336,061) (607,019)
(5,388) 886
963,692 563,945
2,275,183 3,129,842
3,920,582 16,199,162
(11,516,907) (34,467,060)
(22,891,487) (850,505)
3,864,911 1,295,903
1,711,718 (1,197,877)
(1,370,505) (2,162,729)
(488,302) 76,820
(149,895) (274,906)
709 1,131
373,213 16,104
(217) 158,019
1,408 -
(Continued)



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

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

Acquisition of investments accounted for by theiggoethod
Net cash used in the acquisition of subsidiaries

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in due to the Central Bank and other banks
Increase (decrease) in short-term loans
Increase in deposits and remittances
Issuance of bank debentures
Redemption of bank debentures
Increase in other financial liabilities
Increase in other liabilities
Cash dividends

Net cash provided by financing activities
EFFECTS OF EXCHANGE RATE CHANGES

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid
Income tax paid

NONCASH INVESTING AND FINANCING ACTIVITIES
Stock dividends
Employees' bonus - stock

2012 2011
$  (55,652) $ -
(9,819) (40,293)

(26,610,243)

(21,246,231)

(110,773) (6,307,348)
(399,949) 320,125
21,934,704 22,183,123
3,000,000 3,500,000
(86,440) (85,780)
96,733 665,214
27,465 69,480
(529,640) (501,787)
23,932,100 19,843,027
(2,803) 3,744
(405,763) 1,730,382
6,005,214 4,274,832
$ 5,599,451 $ 6,005,214
$ 5429726 $ 4,214,325
$ 198,367 $ 311,805
$ 1,131,311 $ 1,033,682
$ 108,323 $ 100,139
(Continued)



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

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

Fair values of the assets and liabilities acquimad and the net effect on cash of, the acquisiGbiiNG
Securities Co., Ltd. and ING Insurance Brokers Cal, on December 14, 2011 were as follows (Note 1)

Assets
Deposits in other banks $ 185,008
Receivables, net 12,148
Properties, net 10,542
Other assets 82,946
Total assets 290,644
Liabilities
Payables 46,722
Other liabilities 8,802
Total liabilities 55,524
Acquired cost 235,120
Cash paid for the acquisition of subsidiaries 185,008
Net effect on cash $ (50,112)
The accompanying notes are an integral part ofdinsolidated financial statements. (Concluded)



FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

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

1. ORGANIZATION AND OPERATIONS

Far Eastern International Bank Ltd. (“the Bank”Yabed its license on January 11, 1992 and statsed
business on April 11, 1992. The Bank (a) accepfmosdits and extends loans and guarantees; (b)sissue
letters of credit, handles domestic and foreignittamces and accepts commercial drafts; () inviests
securities and acts as an agent for trading govamhibonds, corporate bonds and bank debenturegdand
conducts relevant businesses that are authorizételglevant authorities.

The operations of the Bank’s Trust Department idelpecuniary trust, securities trust, real estatst,t
creditor’s right of money or guarantee, movablepprty trust and ground right trust and related afpens.
These operations are regulated under the Bankih@it Trust Enterprise Act.

As of December 31, 2012, the Bank’s operating umittuded the Business Department, International
Banking Department, Trust Department, Credit Caepd@tment, Offshore Banking Unit (OBU), and 53
domestic branches, as well as an overseas bramtimig Kong.

The Bank’s stock is listed on the Taiwan Stock Exaje.

The subsidiaries controlled directly by the Bankevas follows:

Percentage of

Ownership
Investor December 31
Company Investee Company Nature of Businesses 2012 2011
The Bank Far Eastern Asset Management Co., LtBurchase, evaluation, auction and managemerit00% 100%
(“FEAMC") of rights of financial institution creditors
Far Eastern Life Insurance Agency Co.Jnsurance agent 100% 100%
Ltd. (“FELIA")
Far Eastern Property Insurance Agencynsurance agent 100% 100%

Co., Ltd. (“FEPIA")
Far Eastern International Securities CoF-oreign securities broker, wealth management100% 100%

Ltd. (“FEIS”) and offshore fund consulting
Far Eastern Far Eastern Insurance Brokerage Co., Insurance brokers 100% 100%
International  Ltd. (“FEI Brokerage”)
Securities
Co., Ltd.

On August 29, 2011, the Bank acquired 100% of tvaroon stock of ING Securities Co., Ltd. and its
subsidiary ING Insurance Brokers Co., Ltd. from IN@surance International B.V. for NT$235,120
thousand to expand the Bank’s business, elevatetipg efficiency and strengthen competitivenebis t
transaction was settled on December 14, 2011. a@uoaly 3 and January 10, 2012, ING Securities Co.,
Ltd. and ING Insurance Brokers Co., Ltd. were reedras Far Eastern International Securities Co., Ltd
and Far Eastern Insurance Brokerage Co., Ltd.eotisely.



Fair values of the assets and liabilities acquireth Far Eastern International Securities Co., latud Far
Eastern Insurance Brokerage Co., Ltd. on Decembe211 were as follows:

Assets
Deposits in other banks $ 185,008
Receivables, net 12,148
Properties, net 10,542
Other assets 82,946
Total assets 290,644
Liabilities
Payables 46,722
Other liabilities 8,802
Total liabilities 55,524
Acquisition cost $ 235,120

The operating results of Far Eastern Internati@ealurities Co., Ltd. and Far Eastern Insurance éege
Co., Ltd. started from December 14, 2011 were ohetlin the consolidated income statements for dae y
ended December 31, 2012 and 2011. For comparisgpoges, the following unaudited pro forma
consolidated income statements for the year endecember 31, 2011 were prepared assuming the
acquisition occurred on January 1, 2011:

Year Ended
December 31,
Item 2011

Net interest income $ 3,880,147
Noninterest income and gains, net 4,938,417
Net profit 8,818,564
Provision for possible losses (834,135)
Operating expenses (5,500,903)
Income before income tax 2,483,526
Income tax expense (150,384)
Net income $ 2,333,142

As of December 31, 2012 and 2011, the Bank andltssidiaries had 2,606 and 2,648 employees,
respectively.

. SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated financial statemdrdge been prepared in conformity with the
Regulations Governing the Preparation of FinanBi@ports by Public Banks and accounting principles
generally accepted in the Republic of China.

The accompanying consolidated financial statemastg originally presented in Chinese financial r&po
For readers’ convenience, the accompanying coraelidfinancial statements have been translated into
English from the original Chinese version prepaaed used in the Republic of China. If there is any
conflict between the English version and the oagii@hinese version or any difference in the intetqtion

of the two versions, the Chinese-language condelitfinancial statements shall prevail.

-10 -



The Bank and its subsidiaries’ significant accauppolicies are summarized as follows:
Principles of Consolidation

In compliance with the Statement of Financial Aating Standards (SFAS) No. 7 - “Consolidated
Financial Statements,” the consolidated financiatesnents as of and for the years ended December 31
2012 and 2011 included all the direct and indisedisidiaries of the Bank and other investees ovechw

the Bank has control.  All significant intercompamgnsactions have been eliminated upon consabiati

Foreign-currency Transactions

Foreign-currency assets and liabilities are reabridea currency other than the New Taiwan dollag t
Bank’s functional or local currency. Foreign-cuntg items in income statements of domestic opeagatin
units are translated into New Taiwan dollars awaiteng exchange rates at the dates of the traisect
For overseas branches (including the OBU), incomdoseses from transactions settled in nonlocal
currencies are translated into the local curren@xehange rates prevailing in the local exchangeket at
the dates of the transactions.

At the balance sheet date, foreign-currency moynesasets and liabilities are translated at prenili
exchange rates, and the exchange differencesargnieed as gain or loss.

At the balance sheet date, foreign-currency nontaoyessets and liabilities (such as equity instnis)
that are measured at fair value are translatedesfaping exchange rates, with the exchange diffees
treated as follows:

a. Recognized in shareholders’ equity if the charigdair value are recognized in shareholdersitggu
b. Recognized as gain or loss if the changes irvédue are recognized as gain or loss.

Foreign-currency nonmonetary assets and liabiliieg are carried at cost continue to be statettheat
exchange rates of the trade dates.

When foreign-currency items are settled, excharifferences arising from the application of differen
exchange rates are recognized as gain or loskdaurrent year.

Translation of Foreign Branches’ Financial Statemets

The financial statements of foreign branches (idiclg the OBU) are translated into New Taiwan dsllair
the following exchange rates:

a. Assets and liabilities - at exchange rates [iegaon the balance sheet date;

b. The beginning balance of current year’'s earnimgsyet remitted to the head office - the saméhas
ending balance of the prior years’ earnings; and

c. Income and expenses - at average exchangdaathe current year.

Exchange differences arising from the translatiébnthe financial statements of foreign branches are
recognized as a cumulative translation adjustmedéushareholders’ equity.

Accounting Estimates
In accordance with the above regulations, lawsmmttiples, certain estimates and assumptions haea
used to determine the fair value of certain finahristruments, allowance for possible losses,rvestor

guarantee obligations, depreciation, impairmenhsjm, income taxes, contingent losses and emptbyee
bonus, remuneration to directors and supervistes, éctual results may differ from these estimates

-11 -



Current and Noncurrent Assets and Liabilities

Accounts included in the consolidated balance shaegt not classified as current or noncurrent sihee
major components of the consolidated financialest&ints are from the banking sector, whose operating
cycle cannot be reasonably identified. Neverttsglascounts are properly categorized in accordaitbe

the nature of each account and sequenced by fheidity. Please refer to Note 34 for the maturity
analysis of assets and liabilities.

Financial Instruments at Fair Value through Profit or Loss

Financial instruments at fair value through profitoss (FVTPL) are financial assets and liab#gitibat are
held for trading or those that are designated tialimecognition as measured at fair value thropgtfit or
loss. FVTPL instruments are initially measuredadt value. Transaction costs directly attribueahbd

the acquisition of financial assets or financiabllities at FVTPL are recognized immediately apemse.

At each balance sheet date subsequent to initalgretion, financial assets and liabilities at F\[T&e
remeasured at fair value, with changes in fair @alacognized as gain or loss in the year. On the
derecognition of financial assets and liabilitie$%TPL, differences between the carrying amourt tre
sum of the consideration received and receivableosideration paid and payable are recognizedias g
orloss. Acquisition and disposal of financialetssare recognized and derecognized on a tradddsitg
except government bonds, for which the settlematd Hasis is used.

A derivative instrument that does not meet theeddtfor hedge accounting is classified as a firdrasset
or a financial liability held for trading. If th&ir value of the derivative is positive, the dative is
recognized as a financial asset; otherwise, theatere is recognized as a financial liability.

Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgasured at fair value plus transaction costs tteatliaectly
attributable to the acquisition. The differencénm®n the initial cost of a debt instrument andritgurity
amount is amortized using the effective interestho@. At each balance sheet date subsequentti@l ini
recognition, available-for-sale financial assets emeasured at fair value, with changes in falueva
recognized in equity until the financial assets @e@eecognized or impaired, at which time, the cutivg

gain or loss previously recognized in equity isluded in profit or loss for the year. Acquisitiamd
disposal of financial assets are recognized andcdgnized on a trade date basis, except government
bonds, for which the settlement date basis is used.

An impairment loss is recognized when there is abje evidence that the investment is impaired. y An
decrease in impairment loss on an equity instruralassified as available-for-sale is recognizeddly in
equity. If the fair value of a debt instrumentsdiéied as available-for-sale increases as a re$wn
event that occurred after the impairment loss wasgnized, the decrease in impairment loss is sedesis
gain of the year.

Held-to-maturity Financial Assets

Held-to-maturity financial assets are initially rsaged at fair value plus transaction costs thadaesctly
attributable to the acquisition. At each balandeees date subsequent to initial recognition,
held-to-maturity financial assets are measured nabréized cost using the effective interest method.
Acquisition and disposal of financial assets aoegaized and derecognized on a settlement date. basi

An impairment loss is recognized when there is abje evidence that the investment is impaired. e Th
impairment loss is reversed if an increase in tivestment’s recoverable amount is due to an evett t
occurred after the impairment loss was recognizeolyvever, the adjusted carrying amount of the
investment may not exceed the carrying amountwioaid have been determined had no impairment loss
been recognized for the investment in prior years.

-12 -



Hedge Accounting

The Bank engages non-trading derivatives primailya tool for hedging against risks to financialets
and liabilities due to adverse market changes ier@st rates, exchange rates and credit. The Bank’
hedge accounting qualifies as a fair value heddde fair value hedge is mainly used to avoid tk& df
adverse changes in fair value of interest-earngsgta and interest-bearing liabilities due to flations of
interest rates or exchange rates. At the stathefhedge, there must be a formal designation ®f th
derivative as a hedging instrument and documemtatiothe hedging relationship between the hedging
instrument and the hedged item, the risk manageotgattive, hedging strategies and how the Bank wil
assess the hedging instrument effectiveness.

Once the hedge is determined as a fair value hedgeaffect of changes in fair value of the hedigechs
will be offset by the gain or loss recognized froemeasuring the derivative hedging instrument &t fa
value, and the carrying amount of the hedged igatdjusted through the corresponding gain or loghe
hedging instrument.

Financial Assets Carried at Cost

Investments in equity instruments with no quotedkeiaprices in an active market and with fair valtieat
cannot be reliably measured, such as non-publielged stocks, are carried at their original costn
impairment loss is recognized when there is objeatividence that the asset is impaired. No relvefsa
this impairment loss is allowed.

Debt Investments with No Active Market

Debt investments which with no active market amgied at amortized cost. The accounting treatrfant
these debt investments is the same as that forthretthturity financial assets, except for the abseof
restriction on the timing of the disposal of thesbt investments. An impairment loss is recognizbdn
there is objective evidence that the investmemjmired.

Nonaccrual Loans

Under the “Regulations Governing the ProceduresBiamking Institutions to Evaluate Assets and Deal
with Nonperforming/Nonaccrual Loans” issued by B&nking Bureau under the Financial Supervisory
Commission, overdue loans and other credits exteigethe Bank, including their respective accrued
interests, are classified as nonaccrual loans mvithi months after the expiration of the repaynpertod.
Nonaccrual loans arising from loans are classiisdliscounts and loans; others arising from gueesnt
acceptances, accounts receivable - factoring aeditorard receivables are classified as other €iagn
assets.

Acquired Receivables

The aggregate purchase price and all necessargezhan loan acquisition are booked as the codteof t
acquired receivables, and the fair value of eadlvidual loan is the basis for cost allocation.

Marketing and handling expenses incurred afterattgpisition date are expensed, including the exgens
for applying for participating in auctions, coueek for collateral auctions, and appraisal expenses

Allowance for Possible Losses and Reserve for Guaree Obligations
In determining the allowance for possible lossed r@serve for guarantee obligations, the Bank ewetu

the risks on specific loans and assesses the w@ilbty of loans, discounts, receivables, othexaficial
assets and guarantee obligations on a portfoliiz.bas
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The Bank evaluates possible losses on specifisloarthe basis of the borrowers’ financial situatideir
ability to repay principals and interests, and Wadues of collaterals in accordance with “Reguladio
Governing the Procedures for Banking Institutions tEvaluate Assets and Deal with
Nonperforming/Nonaccrual Loans” (the “Regulations”)fhe Regulations require that loans should be
categorized by collectability and specify the miaim allowance for possible losses and reserve for
guarantee obligations using prescribed percentagdswever, as required by the Banking Bureau'tett
(Ref. No. 10010006830), loan coverage ratio shbeldore than 1 percent.

When a loan or receivable is considered uncollkxtib may be written off on the approval of thernRa
Board of Directors or Managing Directors. The sthgent collections of written-off loans are credite
against the allowance account or recognized as otbeme.

As discussed in Note 3 to the consolidated findrat@ements, effective January 1, 2011, the Bawkiis
subsidiaries adopted the third-time revised SFAS BW - “Financial Instruments: Recognition and
Measurement.” One of the main revisions is thatithpairment of loans and receivables originated by
the Bank should be covered by SFAS No. 34. Loadsagcounts receivable are assessed for impairment
at the end of each reporting period and are coreidenpaired when there is objective evidence of
impairment as a result of one or more events thatioed after the initial recognition of the loaasd
accounts receivable, and the estimated future ftagls of the loans and accounts receivable have bee
affected. Objective evidence of impairment couldude:

e Significant financial difficulty of the debtor;
e Accounts receivable becoming overdue; or
e |t becoming probable that the debtor will entenlvaptcy or financial reorganization.

Loans and accounts receivable that are assessed iagaired individually are assessed for impairtizy
portfolio. Objective evidence of the impairment afportfolio of loans and accounts receivable could
include the Bank’s past experience of collectingnpents and an increase in the number of delayed
payments in the portfolio, as well as changes tional or local economic conditions that correlafi¢h
defaults on loans and receivables.

The amount of the impairment loss recognized isdifference between the carrying amount of the loan
and accounts receivable and the present valuetiofisgded future cash flows discounted at the origina
effective interest rate after taking into considierathe collaterals and guarantees obtained. cahnging
amount of the loans and accounts receivable ieetithrough the use of an allowance account.

Securities Purchased/Sold Under Resale/Repurchasgikements

Securities purchased under resale agreements amdti®s sold under repurchase agreements areajgner
treated as collateralized financing transactions.

Impairment of Assets

The carrying amount of investments accounted fothieyequity method, properties, intangible assets a
buildings and land held for sale is estimated basedts respecting recoverable amount. When an
indication of significant impairment is identifiedhe excess of carrying amount of an asset over its
recoverable amount is recognized as an impairmesg. | If the recoverable amount increases in a
subsequent period, the amount previously recogragdchpairment would be reversed and recognized as
gain. However, the adjusted carrying amount mayesoeed the carrying amount that would have been
determined, net of depreciation and amortizatibngiimpairment loss had been recognized for tlsetds
prior years.
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Investments Accounted for by the Equity Method

Equity investments of 20 percent or more of theegiges’ voting shares are accounted for by theyequi
method. The investments are stated at cost ptusifas) a proportionate share in net income (&seé
the investees.

The acquisition cost is allocated to the assetsiesd] and liabilities assumed on the basis of tfeair
values at the date of acquisition, and the acdumsitost in excess of the fair value of the idealife net
assets acquired is recognized as goodwill. Godbdhwai to be tested for impairment annually instefad
amortized. The fair value of the net identifiabksets acquired in excess of the acquisition sagted to
reduce the fair value of each of the noncurrengétasscquired in proportion to the respective faiues of
the noncurrent assets, with any excess recognizad axtraordinary gain.

When the Bank and its subsidiaries do not subsdéaban investee’s newly issued shares at the raigi
percentage of ownership in the investee, the changguity in the investee’s net assets shouldeberded

as an adjustment to investments, with a correspgndimount debited or credited to capital surplus.
When the adjustment should be debited to capitaples, but the capital surplus arising from
equity-method investments is insufficient, the sage is debited to retained earnings.

Cash dividends received are treated as a reduofia@arrying amounts. Stock dividends received are
recorded as an increase in the number of shardse cdst per share will be recalculated on the lumdgise
new number of shares held. Cost of shares salalésllated at moving-average cost.

Properties

Properties are stated at cost less accumulatecdaation and accumulated impairment losses. Major
additions and improvements to properties are da@th while repairs and maintenance are expensed a
incurred.

Depreciation is provided on a straight-line basigroestimated useful lives as follows: buildinggla
improvements, 5 to 55 years; computer equipmetd, Byears; transportation equipment, 3 to 7 yeaid,;
miscellaneous equipment, 3 to 20 years. Propestikén use beyond their original estimated usdifies
are further depreciated over their newly estimaiseful lives.

Upon disposal of properties, the related cost, mctated depreciation and accumulated impairmese®s
of the properties are derecognized. Any gain sg Ie included in net profit of the year of disgosa

Intangible Assets

Intangible assets arising from mergers or acqaisstiare initially recorded at fair value. Asséiattare
determined to have definite useful lives are amedion a straight-line basis over 4 to 15 yeard,those
assets that are determined to have indefinite Lieés are tested for impairment annually. Evedts
circumstances are evaluated annually to determinether the useful lives of intangible assets remain
indefinite.

Buildings and Land Held for Sale

Buildings and land held for sale are carried at,casd their recoverable amount is assessed anithef
each reporting period. If the recoverable amotituiidings and land held for sale is estimatetdedess
than their carrying amount, an impairment lossiognized and charged to earnings. The reversah of
impairment loss is recognized under earnings. hewehe adjusted carrying amount may not exceed th
carrying amount that would have been determinednmaiinpairment loss been recognized for these asset
in prior years.
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Deferred Charges

Deferred charges are carried at cost, and are exmn a straight-line basis over the period ahecnic
life.

Pension Cost

Pension cost under the defined benefit plan israted by actuarial valuations. Unrecognized net
transition obligations and unrecognized prior sex\dost are amortized over 26 and 24 years, regekgct

Under the defined contribution plan, monthly cdmitions to employees’ individual pension accoumts a
specific percentage of salaries and wages are maldeese payments are recognized as pension costs.

Income Tax

The inter-year allocation method is applied to meotaxes, whereby deferred income tax assets and
liabilities are recognized for the tax effects einporary differences, unused loss carryforwardsuended

tax credits. Valuation allowances are providedht® extent, if any, that it is more likely than ribat
deferred income tax assets will not be realized.

Income tax credits for research and developmenermifures and personnel training expenditures are
recognized when the expenses are incurred.

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

An additional tax at 10% of unappropriated earniiggrovided for as income tax in the year the
shareholders approve the retention of earnings.

Income Recognition

Interest income from discounts and loans is re@baiethe accrual basis. For nonaccrual loanstaste
income is recognized only when collections on thas@gations are made. Under the regulations ef th
Banking Bureau under the Financial Supervisory Cassion, the interest income on credits covered by
agreements that extend their maturity is recordedeferred income and recognized upon collection.

Service fee income is recognized as cash receipenvthe earnings process has been completed and
service fee income have been realized or are edddiz

Commission income is recognized when the signifiaégsks have been transferred and the economic
benefits associated with the transaction have kesdized or are realizable.

The gain or loss on the disposal or recovery ofisied receivables is accounted for by the costvego
method. The administration revenue from managouuimed loans is recognized monthly on an accrual
basis. The advance administration revenue is @edrton a straight-line method over the estimated
recovery period.

Contingencies
A loss should be recognized when it is probableé #masset has been impaired or a liability has bee
incurred and the amount of loss can be reasonatilp&ted. If a loss or liability due to a certaivent is

possible but the amount of loss cannot be reaspreimated, a footnote disclosure of the circunsga
that might give rise to the possible loss shouldnagle.
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Acquisition of Another Financial Institution’s Business

The accounting for the Bank’s acquisition of anotfgancial institution’s business is based on $fAS

No. 25 - “Business Combinations.” The identifiablet assets and liabilities obtained through the
acquisition are measured at the fair value at ithestction date. Goodwill arising from the acdigisi
cost exceeding the fair value of the identifiabé assets acquired has to be tested for impairarentally
instead of being amortized. If the fair value o identifiable net assets exceeds the acquisitst) the
excess is used to reduce the fair value of eacthefnoncurrent assets acquired in proportion to the
respective fair values of the noncurrent assetd) amy remaining excess recognized as an extraogdin
gain.

Reclassifications

Certain accounts in the consolidated financialest@nts as of and for the year ended December 31, 20
have been reclassified to conform to the presemtatf the consolidated financial statements asndffar
the year ended December 31, 2012.

. EFFECTS OF CHANGE IN ACCOUNTING PRINCIPLES

Financial Instruments

On January 1, 2011, the Bank and its subsidiatieptad the third revised SFAS No. 34 - “Financial
Instruments: Recognition and Measurement.” Themavisions include (1) finance lease receivables
are now covered by SFAS No. 34; (2) the scope efftplicability of SFAS No. 34 to insurance consac
is amended; (3) loans and receivables originated remw covered by SFAS No. 34; (4) additional
guidelines on impairment testing of financial asseirried at amortized cost if the asset issuabbgor
has financial difficulties and the terms of obligas been modified; and (5) accounting treatmentby
debtor for modifications in the terms of obligatéon

. CASH AND CASH EQUIVALENTS

December 31

2012 2011
Cash on hand $ 2,727,134 $ 2,448,923
Notes and checks for clearing 1,671,862 817,187
Deposits due from other banks 1,110,865 2,540,823
Balance with other banks 89,590 198,281

$ 5,599,451 $ 6,005,214

. DUE FROM THE CENTRAL BANK AND OTHER BANKS

December 31

2012 2011
Due from the Central Bank - certificates of dep@Nitte 31) $ 63,190,000 $ 69,400,000
Loans to other banks 4,819,462 3,570,480
New Taiwan dollar reserve deposits - Type A 5,835,631 5,019,759
New Taiwan dollar reserve deposits - Type B 8,931,969 8,705,369
Foreign-currency reserve deposits 41,546 43,582

$ 82,818,608 $ 86,739,190
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The reserve deposits are required by law and datedwat a prescribed percentage of the monthlyaaeer
balances. The Type B reserve deposits can be naithdonly when the balances are adjusted monthly.
The Type A and foreign-currency reserve depostisbeawithdrawn on demand but bear no interest.

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

December 31

2012 2011
Financial assets held for trading
Government bonds $ 1334349 $ 1,722,733
Convertible bond option contracts 983,182 317,057
Convertible bond asset swap contracts 601,833 26,918
Interest rate swap contracts 351,567 358,907
Foreign-currency swap contracts 304,672 460,509
Currency option contracts 187,732 49,016
Cross-currency swap contracts 184,828 4,801
Credit default swap contract 145,330 32,090
Listed and OTC stocks 130,962 36,819
Beneficiary certificates 107,521 57,286
Others 99,301 84,220
4,431,277 3,150,356
Financial assets designated as at fair value thrpugfit or loss -
convertible bonds 11,679,558 10,656,510
Total financial assets at fair value through profitoss $ 16,110,835 $ 13,806,866
Financial liabilities held for trading
Convertible bond option contracts $ 2,342,711 $ 1,971,854
Foreign-currency swap contracts 465,775 260,861
Convertible bond asset swap contracts 307,521 127,769
Interest rate swap contracts 203,635 182,081
Currency option contracts 184,378 48,384
Cross-currency swap contracts 140,767 719,979
Short sales of bonds payable - 649,552
Others 100,245 120,555
Total financial liabilities at fair value throughgfit or loss $ 3745032 $ 4,081,035

The Bank engages in derivative transactions maimlyrade, to accommodate customers’ needs and to
manage exposures due to exchange rate and interestfluctuations. The Bank's financial risk
management strategy is to hedge most of its expdeunarket risk.

Arising on the remeasurement of financial assetisliabilities at fair value through profit or logset losses

of NT$254,491 thousand and net gains of NT$361 #@Risand were recognized in 2012 and 2011,
respectively. Net disposal gains on financial esaad liabilities at fair value through profit loss were
NT$1,281,761 thousand and NT$322,744 thousandi 20d 2011, respectively.

-18 -



Outstanding derivative contract (nominal) amoustsfaDecember 31, 2012 and 2011 were as follows:

Foreign-currency swap contracts

December 31

2012

2011

$ 103,946,913 $ 47,007,582

Interest rate swap contracts 87,925,783 44,438,500
Convertible bond option contracts 30,852,021 33,499,262
Cross-currency swap contracts 27,471,165 17,706,190
Convertible bond asset swap contracts 26,963,297 28,113,195
Currency option contracts 23,028,114 4,665,684
Credit default swap contracts 18,608,724 14,496,297
Non-deliverable forward contracts 11,036,127 8,036,471
Forward exchange contracts 7,886,180 7,583,875

. SECURITIES PURCHASED UNDER RESALE AGREEMENTS
As of December 31, 2012 and 2011, securities aeduior NT$23,741,992 thousand and NT$850,505

thousand, respectively, under resale agreementddwbe sold for NT$23,749,718 thousand and
NT$850,565 thousand, respectively, by Februar2093 and January 2, 2012, respectively.

. RECEIVABLES, NET

December 31

2012 2011

Credit card $ 15,521,385 $ 15,523,234
Factoring 2,830,761 3,412,000
Interest 640,301 603,691
Proceeds of disposal of acquired receivables 602,540 -
Acceptances 503,574 332,333
Spot exchange transactions 481,948 595,616
Proceeds of disposal of securities 415,243 70,918
Acquired receivables 145,553 747,619
Others 338,913 389,198

21,480,218 21,674,609
Less: Allowance for possible losses (Note 9) 753,712 818,715

$ 20,726,506 $ 20,855,894

In August 2009, the Bank acquired the credit candiess of AIG Credit Card Co. (Taiwan), Ltd. for
NT$2.67 billion. The acquired credit card busingsduded account receivables amounting to NT$6.83
billion and written-off nonperforming receivablesaunting to NT$12.68 billion. The gains on recgver
of written-off nonperforming receivables were NT82Z39 thousand and NT$250,299 thousand in 2012
and 2011, respectively.

Far Eastern Asset Management Co., Ltd. disposé&d atquired receivables in 2012, and related mdse

of the disposal of acquired receivables and congi@ms for early settlement amounting to NT$602,540
thousand were collected in January 2013.
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9. DISCOUNTS AND LOANS, NET

Negotiations, discounts and overdraft
Short-term loans

Medium-term loans

Long-term loans

Nonaccrual loans

Less: Allowance for possible losses

December 31

2012 2011
$ 211,493 $ 176,576
62,306,524 67,654,241
92,298,012 84,002,593
128,002,420 122,135,928
982,983 264,778
283,801,432 274,234,116
3,582,006 4,773,735
$ 280,219,426 $ 269,460,381

As of December 31, 2012 and 2011, the balancesooéfatrual loans were NT$982,983 thousand and

NT$264,778 thousand, respectively.

The unrecognizgerest incomes on nonaccrual loans were

NT$33,608 thousand and NT$3,349 thousand in 20d28a1, respectively.

Movements of allowance for possible losses on distsoand loans and others were as follows:

Year ended December 31, 2012

Balance, January 1, 2012
Provision for possible losses
Amounts written-off

Amounts recovered

Effects of exchange rate changes

Balance, December 31, 2012

Year ended December 31, 2011

Balance, January 1, 2011

Provision (reversal of provision) for possible
losses

Amounts written-off

Amounts recovered

Effects of exchange rate changes

Balance, December 31, 2011

Discounts

and Loans Others Total
$ 4,773,735 $ 1,245,370 $ 6,019,105
765,001 116,947 881,948
(1,965,455) (219,069) (2,184,524)
15,982 36,924 52,906
(7,257) (r1) ___ (7,328)
$ 3,582,006 $ 1,180,101 $ 4762,107
$ 3,607,543 $ 1,950,290 $ 5,557,833
1,305,454 (515,595) 789,859
(191,772) (231,407) (423,179)
44,800 41,892 86,692
7,710 190 7,900
$ 4,773,735 $ 1,245,370 $ 6,019,105

For the years ended December 31, 2012 and 2011Bdahk had no written-off credits for which legal

proceedings had not been initiated.
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10.

The provision for possible losses was as follows:

Provision for possible losses - discounts and loans

Provision (reversal of provision) for possible kess others

Reserve for guarantee obligations

The Bank’s financial assets, which are coverechkySFAS No. 34 - “Financial Instruments:
and Measurement,” were assessed for impairmentdosthe basis of the credit risk characteristics of
The results were as follows:

financial assets.

Discounts and loans

Year Ended December 31

$

2012

765,001
116,947

15,393

$ 897,341

2011
$ 1,305,454

(515,595)
44,276

$ 834,135

Recogniti

December 31, 2012 December 31, 2011
Item Discounts and | Allowance for Discounts and | Allowance for
Loans Possible Losses Loans Possible Losses
Assessed
With objective evidence of individually $ 4581612) $ 1,449,349 $ 5188537) $ 3,373,260
individual impairment Assessed by 1.837 366 718.466 143385 450.059
portfolio T ' T '
Assessed
Without objective evidence of individually 2,619,004 ) 3,105,077 )
individual impairment As;frstfoﬁ% by 274,763,450 1,414,191| 263,797,117 950,416
Total $ 283,801,432 $ 3,582,006| $ 274,234,116| $ 4,773,735

Others (including receivables, other financial &ssad debt investments with no active market)

December 31, 2012 December 31, 2011
Item Others Allowance for Others Allowance for
Possible Losses Possible Losses
Assessed
With objective evidence of | individually $ 5807511 % 440925 $§  621,930| $ 438,556
individual impairment Assessed by 2,774,987 609,478 3,345,018 556,138
portfolio
Assessed
Without objective evidence of individually 12,600,812 ) 9,204,321 )
individual impairment Asggrstfoel% by 16,367,731 124,461 16,256,145 245,349
Total $ 32,274,281] $ 1,174,864| $ 29,427,414 $ 1,240,043
AVAILABLE-FOR-SALE FINANCIAL ASSETS
December 31
2012 2011
Government bonds $ 10,355,436 $ 14,773,521
Listed and OTC stocks - domestic 807,991 776,673
- overseas - 124,465
Negotiable certificates of deposit 452,394 -
Commercial paper 250,043 -
$ 11,865864 $ 15,674,659
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11.

The terms of government bond are summarized asafsi|

December 31

2012 2011
Aggregate par value $ 10,154,600 $ 14,369,000
Coupon interest rates 0.88%-2.75%  0.88%-6.90%
Effective interest rates 0.91%-1.98%  0.91%-9.45%
Maturity January 2013 - January 2012 -
May 2022 August 2031

The terms of negotiable certificates of deposit anthmercial paper are summarized as follows (as of
December 31, 2011: Nil):

Negotiable
Certificates of Commercial
Deposit Paper
Aggregate par value $451,400 $250,000
Coupon interest rates 0.87%-0.88%  0.76%-1.06%
Effective interest rates 0.74%-0.76%  0.74%-0.75%
Maturity January 2013  January 2013

The assets pledged as collateral are shown in 3lote

HELD-TO-MATURITY FINANCIAL ASSETS
December 31
2012 2011
Foreign corporate bonds $ 989,133 $ 2,374,459
Foreign bank debentures 797,129 1,400,397
Foreign certificates of deposit 437,040 151,450
Government bonds 999 1,599

$ 2,224,301 $ 3,927,905

The terms of foreign corporate bonds are summasazdadllows:

December 31

2011 2012
Aggregate par value - USD 24,000 thousand 59,000 thousand
- AUD 10,000 thousand 20,000 thousand
Coupon interest rates 0.44%-3.64% 0.51%-7.00%
Effective interest rates 1.70%-6.63% 0.46%-6.75%
Maturity January 2013 -  January 2012 -
March 2014 March 2014
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12.

The terms of foreign bank debentures are summaagéddilows:

December 31

2012 2011
Aggregate par value - USD 21,000 thousand 40,000 thousand
- AUD 6,000 thousand 6,000 thousand
Coupon interest rates 1.06%-4.20%  0.66%-6.50%
Effective interest rates 1.55%-5.57%  0.61%-5.91%
Maturity June 2014 - January 2012 -

August 2015 March 2015
The terms of foreign certificates of deposit armmarized as follows:

December 31

2012 2011
Aggregate par value - USD 15,000 thousand 5,000 thousand
Coupon interest rate (floating interest rate) 1.97% 1.54%
Maturity March 2015 August 2012

The terms of government bonds are summarized svil

December 31

2012 2011
Aggregate par value 1,000 thousand 1,600 thousand
Coupon interest rates 1.88% 1.88%-6.90%
Effective interest rates 1.89% 1.89%-5.70%
Maturity March 2013  January 2012 -
March 2013
INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD
December 31
2012 2011
% of % of
Carrying Owner- Carrying Owner-
Value ship Value ship
Dah Chung Bills Finance Corp. $ 1,416,008 2206 $ 1,414,579 22.06
Yuan Long Stainless Steel Corp. 796,544 49.00 939,327 49.00
Deutsche Far Eastern Asset Management Co.,
Ltd. 159,846 40.00 120,552 40.00
$ 2,372,398 $ 2,474,458

In July 2012, Deutsche Far Eastern Asset Manage@ent td. (“Deutsche”) decreased its capital tizeff

the deficit and issued new shares for cash. The Baquired some of these new shares for NT$55,652

thousand at its current percentage of ownershipeoftsche.
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Investment income (loss) recognized under the yquéthod was as follows:

Year Ended December 31

2012 2011
Yuan Long Stainless Steel Corp. $ (143,879) $ (146,280)
Dah Chung Bills Finance Corp. 72,190 83,368
Deutsche Far Eastern Asset Management Co., Ltd. (16,358) (4,780)

$ (88,047) $ (67,692)

. DEBT INVESTMENTS WITH NO ACTIVE MARKET

December 31

2012 2011
Convertible bond asset swap contracts - masteeagnet $ 6,966,012 $ 4,647,900
Credit-linked notes - master agreement 2,563,968 3,331,234
Floating rate notes, net 1,183,848 1,232,798
Convertible bonds, net - 81,848

$ 10,713,828 $ 9,293,780

As of December 31, 2012 and 2011, the accumulatgzhirment losses on floating rate notes and
convertible bonds were NT$160,567 thousand and R3$38 thousand, respectively. For the year
ended December 31, 2012, a recovery of convertibleds through redemption was recognized as (a) a
gain of NT$57,306 thousand on reversal of impaitmesses and (b) other income of NT$56,174

thousand.

. OTHER FINANCIAL ASSETS

December 31

2012 2011

Nonaccrual loans other than discounts and loans $ 498,012 $ 507,131
Less: Allowance for possible losses (Note 9) 426,389 426,655

71,623 80,476
Guarantee deposits for financial instrument agrexsne 1,892,383 1,669,282
Refundable deposits 513,971 509,539
Interbank clearing account 404,877 207,369
Derivative instruments held for hedging (Note 34) 180,242 252,233
Financial assets carried at cost 101,379 103,846
Others 72,378 61,338

$ 3,236,853 $ 2,884,083
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15.

16.

Financial assets carried at cost were as follows:

Domestic unquoted common stocks
ERA Communications Co., Ltd.

Financial Information Service Co., Ltd.

An Feng Enterprise Co., Ltd.

Sunshine Asset Management Co., Ltd.

Taipei Forex Inc.
Taiwanpay Corp.

December 31

2012 2011
% of % of
Carrying Owner- Carrying Owner-
Value ship Value ship
$ 50,006 1.76 $ 50,006 1.76
45,500 1.14 45,500 1.14
3,000 10.00 3,000 10.00
2,073 3.46 2,073 3.46
800 0.40 800 0.40
- - 2,467 3.35

$ 101,379 $ 103,846

The above equity investments, which had no quotez in active market nor fair values that coudd b
reliably measured, or which had transfer restnictjavere carried at cost.

In February 2012, the shareholders of Taiwanpay Qasolved that it should be liquidated and digesad|
and its residual properties were distributed in da2012 and June 2012. As a result, the Bankvedel

total amount of NT$1,408 thousand, which was ttatea reduction of investment cost, and recograred
impairment loss of NT$1,059 thousand.

PROPERTIES
Accumulated depreciation was as follows:

December 31

2012 2011
Buildings and improvements $ 504,648 $ 479,089
Computer equipment 998,036 920,001
Transportation equipment 5,841 6,939
Miscellaneous equipment 1,219,317 1,159,954
$ 2,727,842 $ 2,565,983

As of December 31, 2012 and 2011, properties haeh besured for NT$3,853,072 thousand and
NT$3,884,952 thousand, respectively.

INTANGIBLE ASSETS
December 31
2012 2011
Operating rights $ 1,538,210 $ 1,538,210
Fair value of core deposits 428,887 428,887
1,967,097 1,967,097
Less: Accumulated amortization 99,049 61,904
$ 1,868,048 $ 1,905,193
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17.

18.

19.

In April 2010, the Bank acquired the assets anbilliees, classified as Package B of the ChinfomiBa

through a bidding process. The acquired manageamhioperation rights of Chinfon Bank’'s branches

have indefinite useful life, while the fair valueamre deposits is amortized over 4 to 15 years.

OTHER ASSETS

Buildings and land held for sale
Less: Accumulated impairment

Deferred income tax, net (Note 26)
Prepaid expenses

Deferred charges, net (Note 2)
Others

DUE TO THE CENTRAL BANK AND OTHER BANKS

Call loans from banks
Due to banks
Overdraft

SHORT-TERM LOANS

Bank loans (interest rates: 1.32%-1.41% in 20121aB0%-1.56%

in 2011)
Commercial paper, net
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December 31

2012 2011

$ 48,429 $ 467,389

6968 41271

41,461 426,118
894,437 1,080,548
163,731 103,397

19,819 20,692

1,061 2,554

$ 1,120,509 $ 1,633,309

December 31

2012 2011
$ 11,259,482 $ 11,236,270
316,051 544,952
99,425 4,509

$ 11,674,958 $ 11,785,731

December 31

2012 2011

$ 920,000 $ 1,120,000
49,980 249,929

$ 969,980 $ 1,369,929



20.

21.

The status of commercial paper as of December@I2 and 2011 was as follows:

December 31

2012
International Financial Securities Co. $ 50,000
Ta Chong Bank -
50,000
Less: Unamortized discount on commercial paper 20
$ 49,980

Interest rates 1.38%

PAYABLES

Checks for clearing

Accrued expenses

Accrued interest

Acceptances

Payables on factoring business
Taxes payable

Securities settlement payables
Payables on consigned funds
Others

DEPOSITS AND REMITTANCES

Checking deposits

Demand deposits

Demand savings

Time savings

Negotiable certificates of deposit
Time deposits

Remittances

2011
$ 50,000
200,000

250,000
71

$ 249,929

0.77%-0.86%

December 31

2012

$ 1,671,862
1,252,816
997,766
503,574
499,185
176,701
166,815
111,972
327,486

$ 5,708,177

2011

$ 817,187
1,444,275
864,256
332,333
457,695
180,063
102,244
137,291
355,881

$ 4,691,225

December 31

2012 2011
$ 2974630 $ 3,695,949
31,614,166 28,301,271
52,960,380 50,602,247
87,548,604 86,199,374
23,138,500 24,478,500
193,672,326 176,716,076
24,660 5,145
391,933,266 369,998,562
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23.

BANK DEBENTURES

December 31

Item Issuance Period Note 2012 2011
Senior bank debentures - 10-year ~ 2005.08.26-2015.08.26 Interest payable on August 26 each year;$ 3,000,000 $ 3,000,000
maturity; fourth issue in 2005 fixed interest rate at 2.30%
Subordinated bank debentures - 2006.12.27-2013.12.27 Interest payable on December 27 each 2,000,000 2,000,000
seven-year maturity; first issue in year; floating interest rate
2006
Subordinated bank debentures - 2007.02.13-2014.02.13 A coupons: Interest payable on 2,000,000 2,000,000
seven-year maturity; first issue in February 13 each year; floating
2007 interest rate
B coupons: Interest payable on
February 13 each year; fixed interest
rate at 2.55%
Subordinated bank debentures - 2007.03.12-2014.03.12 Interest payable on March 12 each year; 1,000,000 1,000,000
seven-year maturity; second issue floating interest rate
in 2007
Subordinated bank debentures - five 2007.09.26-2013.03.26 Interest payable on September 26 each 2,000,000 2,000,000
and a half years’ maturity; third year (will be paid on March 26 in the
issue in 2007 last year); floating interest rate
Subordinated bank debentures - 2008.06.17-2015.06.17 A coupons: Interest payable on June 17 2,400,000 2,400,000
seven-year maturity; first issue in each year; 3.90% fixed interest rate;
2008 B coupons: Interest payable on June 17
each year; floating interest rate
Subordinated bank debentures - 2010.05.18-2017.05.18 Interest payable on May 18 each year; 2,000,000 2,000,000
seven-year maturity; first issue in fixed interest rate at 2.98%
2010
Subordinated bank debentures - 2010.09.29-2017.09.29 Interest payable on September 29 each 2,000,000 2,000,000
seven-year maturity; second issue year; fixed interest rate at 2.10%
in 2010
Subordinated bank debentures - 2011.11.10-2018.11.10 Interest payable on November 10 each 3,500,000 3,500,000
seven-year maturity; first issue in year; fixed interest rate at 1.95%
2011
Subordinated bank debentures - 2012.06.27-2019.06.27 Interest payable on June 27 each year; 3,000,000 -
seven-year maturity; first issue in fixed interest rate at 1.75%
2012
Subordinated bank debentures - 2005.06.28-2012.06.28 Interest payable on sample interest in 4,460 90,900
seven-year maturity; 1-1 issue in half a year; floating interest rate;
2005; acquired from Chinfon Bank repayable in five equal annual
installments from the third year of
issuance
Subordinated bank debentures - Matured on 2009.06.28 240 240
seven-year maturity; 1-1 issue in
2002; acquired from Chinfon Bank
Total bank debentures 22,904,700 19,991,140
Add: Unrealized valuation loss 167,423 239,140
(Notes 14, 23, 34)
$ 23,072,123 $ 20,230,280
The hedging transactions on the above bank dele=néwe shown in Note 34.
OTHER FINANCIAL LIABILITIES
December 31
2012 2011
Principals of structured notes $ 730,962 $ 459,005
Deposits received 207,093 168,404
Derivative instruments held for hedging (Note 34) 12,819 13,093
Lease payable 35 78
Securities sold under repurchase agreements - 213,870
950,909 854,450
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24.

25.

Under related laws and regulations, effective Jania2011, the principal received on structuregicial
instruments should not be classified as deposithius, such principal is no longer included in the
mandatory reserve deposits, in calculating variaties or statutory limits.

OTHER LIABILITIES
December 31
2012 2011

Accrued pension cost (Note 25) $ 403,009 $ 408,397
Advance receipts 277,618 270,537
Reserve for guarantees (Note 9) 80,673 65,454
Temporary receipts 49,119 32,486
Others 32,103 12,646

$ 842,522 $ 789,520
PENSION PLANS

Under a defined benefit plan based on the Labondat@ls Law (LSL), the Bank recognizes pension
liabilities based on the actuarial report. The Baontributes amounts equal to 2% of total monthly
salaries and wages to a pension fund. The perfsiwth is deposited in the Bank of Taiwan in the
committee’s name.

Far Eastern Life Insurance Agency Co., Ltd. contels amounts equal to 2% of total monthly salaaias
wages to a pension fund which is deposited in taekBof Taiwan. Because the balance of the pension
fund as of September 30, 2010 is sufficient foripgypension obligations, further contributions I t
pension fund have been suspended since Octobendtiithe approval of the Department of Labor.

The pension plan under the Labor Pension Act (LIBAR defined contribution plan. For employees
subjected to LPA, the Bank and its subsidiariesar@dntributions to their individual pension accauat
6% of their salaries and wages monthly. Relatedsipa costs were NT$104,747 thousand and
NT$93,076 thousand in 2012 and 2011, respectively.

Other information on the Bank’s defined benefitgien is summarized as follows:

a. Net pension cost

2012 2011
Service cost $ 11,858 $ 12,685
Interest cost 16,175 17,798
Amortization 4,056 3,408
Projected return on plan assets (5,386) (5,068)
Net pension cost $ 26,703 $ 28,823
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b. Reconciliation of funded status of the plan @edrued pension cost as of December 31, 2012 and
2011:

December 31

2012 2011

Benefit obligation

Vested benefit obligation $ (105,785) $ (90,935)

Non-vested benefit obligation (576,302) (488,400)

Accumulated benefit obligation (682,087) (579,335)

Additional benefit based on futures salaries (285,699) (246,662)

Projected benefit obligation (967,786) (825,997)
Fair value of plan assets 279,571 260,879
Funded status (688,215) (565,118)
Unrecognized net transitional obligation 5,914 6,570
Unrecognized prior service cost (23,244) (24,444)
Unrecognized net loss 302,536 174,595
Accrued pension cost $ (403,009) $ (408,397)
Vested benefit $ 119,130 $ 103,424

c. Actuarial assumptions on pension obligation

December 31

2012 2011
Discount rate used in determining present values 1.8% 2.0%
Future salary increase rate 2.5% 2.5%
Expected rate of return on plan assets 1.5% 2.0%

d. Summary of changes in the pension fund

2012 2011
Balance, beginning of year $ 260,879 $ 245,390
Contributions 18,614 18,290
Interest income 2,598 2,983
Payments during the year (2,520) (5,784)
Balance, end of year $ 279,571 $ 260,879
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26.

INCOME TAX

17% and income tax expense was as follows:

a. A reconciliation of income tax expense basethoame (loss) before income tax at the statutoiy oh

The Bank FEAMC FELIA FEPIA FEIS FEI Brokerage Total
Year ended December 31, 2012
Income tax expense at the 17% statutory
rate $ 486,967 $ (22,705) $ 59,803 $ 2,094 $ (3,568) $ 288 $ 522,879
Tax effects of the net income of the OBU (112,212) - - - - - (112,212)
Tax effect of adjusting items:
Permanent differences (169,730) 24,211 (85) (288) - (145,892)
Temporary differences 106,343 (15) - 12 4 106,344
Income tax payable before loss
carryforwards 311,368 1,491 59,718 2,094 (3,844) 292 371,119
Loss carryforwards (used) (311,368) - - - 3,844 (292) (307,816)
Additional income tax under the
Alternative Minimum Tax Act 133,180 - - - 133,180
Current income tax expense 133,180 1,491 59,718 2,094 196,483
Deferred income tax adjustments
Temporary differences (106,343) 15 (12) 4) (106,344)
Loss carryforwards 288,593 - (3,844) 292 285,041
Investment tax credits 3,428 - - 3,428
Provision (reversal of provision) for
valuation loss (50,326) - 3,884 (288) (46,730)
Adjustments for prior years’ tax 3,866 (131) (28) - 3,707
Overseas branch income tax 28,738 - - 28,738
Income tax expense $ 301,136 $ 1375 $ 59,718 $ 2,094 $ $ $ 364,323
Year ended December 31, 2011
Income tax expense at the 17% statutory
rate $ 418,930 $ (10,636) $ 45,410 $ 1,465 $ (7,330) $  (428) $ 447,411
Tax effects of the net income of the OBU (36,115) - - - - - (36,115)
Tax effect of adjusting items:
Permanent differences (359,152) 25,350 1,275 595 428 - (331,504)
Temporary differences (28,120) (56) - - 559 18 (27,599)
Income tax payable before loss
carryforwards (4,457) 14,658 46,685 2,060 (6,343) (410) 52,193
Loss carryforwards (used) 4,457 (13,013) - - 6,343 410 (1,803)
Additional income tax under the
Alternative Minimum Tax Act 197,692 - - - 197,692
Current income tax expense 197,692 1,645 46,685 2,060 248,082
Deferred income tax adjustments
Temporary differences 28,120 56 (559) (18) 27,599
Loss carryforwards 11,008 13,013 (6,343) (410) 17,268
Investment tax credits 4,641 - - - 4,641
Provision (reversal of provision) for
valuation loss (156,588) - 6,874 428 (149,286)
Adjustments for prior years’ tax (2,277) (4,139) 28 - (6,388)
Overseas branch income tax 8,468 - - 8,468
Income tax expense $ 91,064 $ 10,575 $ 46,685 $ 2,060 $ $ $ 150,384
Deferred income tax net assets were as follows:
December 31, 2012
The Bank FEAMC FEIS FEI Brokerage Total
Unused loss carryforwards $ 882,701 $ - $ 49,171 $ 68t $ 932,55¢
Unused investment tax credits 1,68¢ - - - 1,68¢
Allowance for possible losses in
excess of the limit 286,491 890 - - 287,381
Pension cost in excess of the
limit 46,261 - 479 48 46,788
Unrealized gain on derivatives (67,019 - - - (67,019
Others 1238C - 854 - 13234
1,1€2,50¢ 89C 50,50¢ 733 1,214,63:
Less: Valuation allowance 268,95¢ - 50,50 733 320,19¢
$§ 89354 $ 89C $ - $ - $ 89443
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December 31, 2011

The Bank FEAMC FEIS FEI Brokerage Total
Unused loss carryforwards $ 1171,29: $ - $  45,19¢ $ 977 $ 1,217,46¢
Unused investment tax credits 5,114 - - - 5114
Allowance for possible losses in
excess of the limit 244,420 905 - - 245,325
Pension cost in excess of the
limit 46,957 - 301 44 47,302
Unrealized gain on derivatives (50,09) - - - (50,09)
Others 1228¢ - 112% - 13411
1,429,98: 90t 46,62( 1,021 1,478,52°
Less: Valuation allowance 350,33t - 46,62( 1,021 397,97¢
$ 1,079,64. $ 90t $ - $ 1,080,544

Information on the Bank’s integrated incomewsss as follows:

As of December 31, 2012 and 2011, the balancempfitation credits allocable to the shareholders
were NT$11,122 thousand and NT$23,184 thousangecésely.

The creditable ratios for the distribution of eags of 2012 and 2011 were 5.63% (estimated) and
10.02%, respectively.

There were no unappropriated earnings generatedeb&997.

As of December 31, 2012, the Bank and its sidréss$ had unused loss carryforwards, with expiry
years as follows:

Unused Amount Expiry Year

The Bank $ 478,475  (assessed) 2017
381,450 (assessed) 2018
22,775 (declared) 2021
$ 882,700
Far Eastern International Securities Co., Ltd. $ 11,329 (assessed) 2018
18,418 (assessed) 2019
9,106 (assessed) 2020
6,474 (declared) 2021
3,844  (estimated) 2022
$ 49,171
Far Eastern Insurance Brokerage Co., Ltd. $ 275 (assessed) 2020
410 (assessed) 2021
$ 685

The income tax returns of the Bank, Far Easéaset Management Co., Ltd., Far Eastern Property
Insurance Agency Co., Ltd., Far Eastern Life IneueaAgency and Far Eastern International Securities
Co., Ltd. through 2010 had been assessed by thauthrrities. The income tax returns of Far Easter
Insurance Brokerage Co., Ltd. through 2011 had beeassed by the tax authorities.
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27. SHAREHOLDERS’ EQUITY
Appropriation of Earnings and Dividend Policy

The Bank’s Articles of Incorporation provide thaetappropriations from the Bank’s annual earniegs |
its losses and all taxes and dues must be in tlosviog order:

a. 30% as legal reserve;
b. Special reserve based on the relevant law atatgns; and
c. A portion to be retained on the basis of operati needs.

d. Anyremainder:

Shareholders’ bonus 92
Remuneration to directors and supervisors 2
Employees’ bonus 6

100

The dividend policy of the Bank will be evaluatetiaadjusted after taking into account such facisrghe
present environment and future operation plansitsnchsh dividends should not be less than 10%taf t
dividends distributed.

The Banking Law provides that, unless legal resesaehed the Bank’s paid-in capital, cash divideards
limited to 15% of paid-in capital.

Under the Company Law, legal reserve should beampated until it has reached the Bank’s paid-in
capital. This reserve may be used to offset acilefi According to an amendment to the Company Law,
when the Bank has no deficit and its legal resbag exceeded 25% of its paid-in capital, the excess

be distributed in the form of stocks or cash.

The appropriations of earnings for 2011 and 20ltickwwere approved in the shareholders’ meetings on
June 26, 2012 and June 15, 2011, respectively, agfalows:

Dividends Per Share

Appropriation of Earnings (Dollars)
2011 2010 2011 2010
Legal reserve $ 711,970 $ 658,426
Cash dividends 529,640 501,787 $0.250 $0.250
Stock dividends 1,131,311 1,033,682 0.534 0.515

$ 2,372,921 $ 2,193,895

The employees’ bonus (in stocks) and the remumerai directors and supervisors approved in the
foregoing shareholders’ meetings were NT$144,480Lisand and NT$133,519 thousand on the earnings of
2011 and 2010, respectively, and had no differérara the related estimates shown in the 2011 arid 20
financial statements.
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The employees’ stock bonus for 2011 of 10,568 thndsshares was determined at NT$10.25, the closing
price of the Bank's common stock (after considering effect of cash and stock dividends) of the day
preceding the shareholders’ meeting. As a resllt, additional paid-in capital of 2012 increased by
NT$2,642 thousand. The employees’ stock bonu2®di0 of 8,043 thousand shares was determined at
NT$12.45, the closing price of the Bank's commouckt(after considering the effect of cash and stock
dividends) of the day preceding the shareholdeetting. As a result, the additional paid-in cdpitia
2011 increased by NT$19,706 thousand.

The appropriations of earnings for 2012 proposedhgyboard of directors on March 20, 2013 were as
follows:

Appropriation Dividends Per
of Earnings Share (Dollars)

Legal reserve $ 769,012

Special reserve 173,799

Cash dividends 515,720 $0.230

Stock dividends 1,105,434 0.493
$ 2,563,965

The employees’ bonus (in stocks) and the remumeratd directors and supervisors proposed in the
foregoing board of directors meetings were NT$1D5,thousand and NT$35,243 thousand, respectively,
on earnings of 2012. The proposed amounts werssatine as the estimates made in 2012 according to th
Bank’s Article of Incorporation. If the actual amuds approved by the shareholders differ from the
proposed amounts, the differences are recordetieny¢ar of shareholders’ resolution as a change in
accounting estimate.

Under the Integrated Income Tax System, ROC-resislesreholders will be allocated a tax credit for t
distribution of earnings that the Bank generatéerafanuary 1, 1998, the balance of which is maiathin
the imputation credits account (ICA). The allooatiof income tax credits is based on a creditadme t
ratio, which is determined on the dividend ex-righte.

The Bank’s foreign shareholders are not entitletht foregoing tax credits, except those relatethéo
10% income tax on unappropriated earnings actypaligt by the Bank. If dividends distributed to figre
shareholders are from the earnings subject to diti@ibal 10% income tax, the tax can be used by the
foreign shareholders to reduce the final withhajdizix on their dividends income.

Information on the employees’ bonus, remuneratioditectors and supervisors is available on thekigtar
Observations Post System Website of the TaiwarkEgchange.

Capital Surplus
The capital surplus from shares issued in excegswofincluding treasury stock transactions) mayded
to offset a deficit, or, if the Bank has no defidistributed as cash dividends or transferreddpital

(limited to a certain percentage of the Bank’s paidapital and once a year). However, capitapkisr
arising from equity-method investments may not edufor any purpose.
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28.

Unrealized Gain or Loss on Financial Instruments

The movements of unrealized gain or loss on fir@nicistruments included in shareholders’ equity on

December 31, 2012 and 2011 were as follows:
Available-
for-sale Equity-method
Financial Assets Investments

Year ended December 31, 2012

Balance, beginning of year $ (12,539) $ 30,197
Changes in fair value 130,474 -
Transferred to profit or loss (310,517) -
Equity-method investments - (11,415)
Balance, end of year $ (192,582) $ 18,782

Year ended December 31, 2011

Balance, beginning of year $ 104,091 $ 43,935
Changes in fair value 145,679 -
Transferred to profit or loss (262,309) -
Equity-method investments - (13,738)
Balance, end of year $ (12,539) $ 30,197

PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENS ES

Total

$ 17,658
130,474
(310,517)

(11,415)
$ (173,800)

$ 148,026
145,679
(262,309)

(13,738)
$ 17,658

Year Ended December 31

2012

Personnel expenses
Salary and bonus $ 2,496,633
Temporary employee service 257,466
Insurance 193,002
Employees’ bonus and remuneration to directorssapervisors 147,267
Pension 131,450
Others 140,683
$ 3,366,501
Depreciation $ 212,395
Amortization $ 40,956
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2011

$ 2,219,999
201,507
173,792
149,160
121,899
119,014

$ 2,985,371

$ 216,992
$ 40,110



29. EARNINGS PER SHARE

The calculation of basic and diluted earnings pere (EPS) was based on the net income of the Bank’
shareholders; the numerators and denominators insealculating basic and diluted earnings per share
were as follows:

EPS (Dollars)

NT$ (Numerator) Shares Before After
Before After (Denominator) Income Income
Income Tax Income Tax (In Thousands) Tax Tax
Year ended December 31, 2012
Basic EPS
Income attributable to common
shareholders $ 2,864,509 $ 2,563,373 2,234,521 $ 1.28 $ 1.15
Effect of dilutive potential common
stock
Employees’ bonus - - 14,186
Diluted EPS
Income attributable to common
shareholders plus effect of
potential dilutive common stock  $ 2,864,509 $ 2,563,373 2,248,707 $ 1.27 $ 1.14
Year ended December 31, 2011
Basic EPS
Income attributable to common
shareholders $ 2,464,295 $ 2,373,231 2,226,120 $ 111 $ 1.07
Effect of dilutive potential common
stock
Employees’ bonus - - 13,264
Diluted EPS
Income attributable to common
shareholders plus effect of
potential dilutive common stock  $ 2,464,295 $ 2,373,231 2,239,384 $ 1.10 $ 1.06

The weighted average number of shares outstandmBRS calculation was retroactively adjusted fer t
issuance of stock dividends. This adjustment ahtlse basic and diluted after income tax EPS in201
decrease from NT$1.12 to NT$1.07 and from NT$101RT$1.06, respectively.

Based on Interpretation 2008-169 issued by the éwaiiog Research and Development Foundation,
employees’ bonus for the current year should baidened in calculating the weighted-average nurober
shares outstanding used for calculating diluted ,E&f8l the number of bonus shares is estimated by
dividing the entire amount of the bonus by the iclgshare price at the balance sheet date. Thawail
effect of the potential shares should be includethe calculation of diluted EPS until the shardbod
resolve the number of shares to be distributedrgdayees’ bonus at their meeting in the followiregy.
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30. RELATED-PARTY TRANSACTIONS

The Bank and its subsidiaries had business trangaawith the following related parties:

Related Party

Relationship with the Bank and Its Subsidiaries

Yuan Long Stainless Steel Co., Ltd.

Far Eastern New Century Corp.

Ding Ding Integrated Marketing Service Co.
Asia Cement Corp.

Far Eastern Department Store Corp.

Yuan Ding Co., Ltd.

Far Eastern Geant Co., Ltd.

Bai Ding Investment Co.

Ding Ding Hotel Co., Ltd.

New Century InfoComm Tech Co., Ltd.
U-Ming Marine Transport Corp.

Far Eastern Resource Development Co., Ltd.

Equity-method investee of Far Eastern Asset
Management Co., Ltd.
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank
Chairman is the vice-chairman of the Bank

Chairman is the vice-chairman of the Bank

Director of the Board is the vice-chairman of the
Bank

Equity-method investee

The chairman of Oriental’s major shareholder is the
vice-chairman of the Bank

Chairman is a second-degree relative of the vice-
chairman of the Bank

Chairman is a second-degree relative of the vice-
chairman of the Bank

Far Eastern General Construction Inc. (“FEGC”) The chairman of FEGC's ultimate parent company is
the vice-chairman of the Bank

The Bank’s supervisors, managers, chairman,
vice-chairman, or their second-degree relatives

Oriental Union Chemical Corp.
Bai Yang Investment Co.

Dah Chung Bills Finance Corp.
Oriental Securities Corp. (“Oriental”)

Everest Textile Co., Ltd.

Far Eastern City Super Co., Ltd.

Others

The significant transactions and account baland#sthe above parties (in addition to those disatbm

other notes) are summarized as follows:

a. Loans to other banks

Related Party Balance Interest Rates Interest Income
Dah Chung Bills Finance Corp.
Year ended December 31, 2012 $ 570,000 0.41%-0.72% $ 2999
Year ended December 31, 2011 $ 425,000 0.40%-0.78% $ 1,263
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Loans

Difference of

Terms of
Transactions
from Those
for
Maximum Ending Nonperforming Unrelated
Category Related Party Balance Balance Normal Loans Loans Collateral Parties
Year ended
December 31,
2012
Consumer loan Three individuals $ 1,257 $ 556 $ 556 $ - Unsecured loan Note
Loans for Nine individuals 72,358 48,013 48,013 - Real estate Note
residential
mortgage
Others Yuan Long Stainless Steel Co., Ltd. 1,850,000 1,845,000 1,845,000 - Real estate and Note
machinery
Bai Ding Investment Co. 454,000 454,000 454,000 - Listed, OTC and Note
unquoted stock
Bai Yang Investment Co. 383,000 383,000 383,000 - Unquoted stock Note
U-Ming marine Transport Corp. 2,000,000 200,000 200,000 - Listed stock Note
Far Eastern Geant Co., Ltd. 100,000 30,000 30,000 - Real estate Note
Far Eastern New Century Corp. 37,701 5,264 5,264 - Machinery Note
Everest Textile Co., Ltd. 90,899 4,413 4,413 - Real estate Note
Far Eastern Department Store Corp. 550,000 - - - Listed, OTC and Note
unquoted stock
Asia Cement Corp. 30,000 - - - Listed and OTC stock Note
$ 2,970,246 $ 2,970,246 $ -
Year ended
December 31,
2011
Consumer loan Two individuals $ 1,101 $ 832 $ 832 $ - Unsecured loan Note
Loans for Eight individuals 78,810 60,224 60,224 - Real estate Note
residential
mortgage
Others Yuan Long Stainless Steel Co., Ltd. 1,850,000 1,820,000 1,820,000 - Real estate and Note
machinery
U-Ming marine Transport Corp. 1,315,000 1,270,000 1,270,000 - Listed stock Note
Far Eastern Department Store Corp. 850,000 550,000 550,000 - Listed, OTC and Note
unquoted stock
Bai Ding Investment Co. 449,000 322,000 322,000 - Listed, OTC and Note
unquoted stock
Far Eastern New Century Corp. 219,217 4,048 4,048 - Machinery Note
Everest Textile Co., Ltd. 88,457 170 170 - Real estate Note
Asia Cement Corp. 995,000 - - - Listed and OTC stock Note
Far Eastern Geant Co. Ltd. 460,000 - - - Real estate Note
Oriental Union Chemical Corp. 40,000 - - - Listed stock Note

$ 4,027,274 $ 4,027,274 $ -

Note: The terms of the loans were no superior thage for unrelated parties.

Interest incomes on loans were NT$42,118 thousamt Nir$30,118 thousand in 2012 and 2011,
respectively, with interest rates of 1.10% to 2.289d 0.73% to 2.74%, respectively.

Guarantees
Maximum Ending Reserve for
Related Party Balance Balance Guarantees Interest Rates Collateral
Year ended December 31, 2012
Everest Textile Co., Ltd. $ 311,676 $ 311,676 $ 1,558 0.60%-0.75% Real estate
Ding Ding Hotel Co., Ltd. 46,000 43,000 215 0.50% Certificates of
deposit
Yuan Long Stainless Steel Co., Ltd. 60,000 30,000 150 0.60% Real estate and
machinery
Yuan Ding Co., Ltd. 14,000 11,000 55 0.50% Unquoted stock
Far Eastern City Super Co., Ltd. 3,000 3,000 15 0.60% Certificates of
deposit
$ 398,676 $ 1,993
(Continued)
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Maximum Ending Reserve for
Related Party Balance Balance Guarantees Interest Rates Collateral
Year ended December 31, 2011
Everest Textile Co., Ltd. $ 307,200 $ 307,200 $ 1,536 0.60%-0.75% Real estate
Ding Ding Hotel Co., Ltd. 43,000 41,000 205 0.50% Certificates of
deposit
Yuan Long Stainless Steel Co., Ltd. 60,000 30,000 150 0.60% Real estate and
machinery
Yuan Ding Co., Ltd. 16,000 14,000 70 0.50% Unquoted stock
Far Eastern City Super Co., Ltd. 3,000 3,000 15 0.60% Certificates of
deposit
U-Ming Marine Transport Corp. 300,000 - - 0.40% Listed stock
Far Eastern Geant Co., Ltd. 300,000 - - 0.40% Real estate
Far Eastern New Century Corp. 782 - - 0.60% Machinery
New Century InfoComm Tech Co., Ltd. 302 - - 0.60% Certificates of
deposit
$ 395,200 $ 1976
(Concluded)
Letters of credit issued
December 31
2012 2011
Asia Cement Corp. $ 7,118 $ -
Everest Textile Co., Ltd. 3.864 -
$ 10,982 $ -
Securities Transactions - buy and sell
Resale
Held for Trading Available-for-Sale Short Sales Agreements
Buy Sell Buy Sell Buy Sell Bonds
Dah Chung Bills
Finance Corp.
Year ended
December 31,2012 $ 500,000 $ 550,000 $ 100,000 $ - $ 350,000 $ 300,000 $ 26,344,203
Year ended
December 31,2011 $ 450,000 $ 250,000 $ 50,000 $ 100,000 $ 50,000 $ $ 1,100,110
Derivative financial instruments - convertiblertal asset swap contracts
Contract Nominal Valuation Balance Sheet
Period Amount Gain (Loss) Account Balance
Dah Chung Bills Finance
Corp.
Year ended December 31, 2011.01.14- $ 360,000 $ (1,095) Financial assets at fair value $ 29
2012 2015.07.12 through profit or loss
Financial liabilities at fair 2,173
value through profit or loss
Year ended December 31, 2010.08.10- 372,000 686 Financial assets at fair value 80
2011 2014.09.15 through profit or loss
Financial liabilities at fair 1,128

value through profit or loss
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g. Deposits

December 31

2012 2011
Amount Interest Rate Amount Interest Rate
Deposits of related parties
(each account balance
did not exceed 5% of
total deposits) $ 35,424,892 0%-6.37% $ 33,585,755 0%-6.37%

Interest cost of deposits were NT$192,050 thousamdl NT$236,252 thousand in 2012 and 2011,
respectively.

h. Operating expenses

Year Ended December 31

2012 2011
% to % to
Amount Total Amount Total
Rental - Yuan Ding Co., Ltd. $ 75,403 1 $ 75,851 1
Rental - Far Eastern Geant Co., Ltd. 5,511 - 3,389
Rental - Far Eastern General Construction Inc. 878 - 360 -
Telecommunication - New Century InfoComm
Tech Co., Ltd. 48,873 1 49,399 1
Service fee for stock affairs - Oriental
Securities Corp. 8,143 - 8,280 -
Advertising expense - Ding Ding Integrated
Marketing Service Co. 137,139 2 109,959 2
Advertising expense - Far Eastern Department
Store Corp. 67,988 1 23,675 1
Advertising expense - Ding Ding Hotel Co.,
Ltd. 11,701 - 8,948 -
$ 355,636 5 $ 279,861 _ 5

The Bank and its subsidiaries rented part of thifice premises from Yuan Ding Co., Ltd., Far Easte
Geant Co., Ltd. and Far Eastern General Construdiic. The lease agreements were entered
between both parties and the rents are paid omghtgdoasis.

I. Disposal of buildings and land held for sale
In June 2012, Far Eastern Asset Management Ca.sbltd buildings and land held for sale, with book
value of NT$278,000 thousand, to Far Eastern RessuDevelopment Co., Ltd. for NT$278,131

thousand. Far Eastern Asset Management Co., etshgnized a loss of NT$1,945 thousand after
deducting the land value increment tax of NT$2,0wkisand.
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31.

32.

j.  Compensation of directors, supervisors and mamagt personnel

Year Ended December 31

2012 2011
Salaries and incentives $ 88,090 $ 81,593
Employees’ bonus, remuneration to directors an@rsugors 35,802 34,434
Special compensation 794 436

$ 124,686 $ 116,463

PLEDGED ASSETS

December 31
2012 2011

Due from the Central Bank and other banks - cediéis of deposit $ 3,000,000 $ 2,500,000
Available-for-sale financial assets - governmenidso 2,647,600 671,100

$ 5,647,600 $ 3,171,100

The certificates of deposit issued by the CenteaikBhave been pledged as collaterals to back tieasrn

of intraday credit in the Central Bank’s real-timoss settlement system. The balance of intradagitc
and the amount collateral may be varied at any.tin@overnment bonds had been provided as the eeserv
for compensation of Trust Department as well asirdigcbond for provisional seizures of the debtors’
properties.

SIGNIFICANT COMMITMENTS AND CONTINGENCIES

In addition to those mentioned in Note 34, the Bamkl its subsidiaries’ contingency liabilities and
commitments resulting from operating activitieod®ecember 31, 2012 are summarized as follows:

a. Leasing Agreement
Some sections of the Bank and its subsidiariest@fpremises are held under operating leases (the
refundable deposit as of December 31, 2012 amountdiI $84,481 thousand). Rentals are payable
monthly and the leasing arrangements will expitevben 2012 and 2022.

Minimum rental payments for the next five years atenmarized as follows, excluding imputed

interest:

Year Amount
2013 (January 1, 2013 to December 31, 2013) $ 308,277
2014 (January 1, 2014 to December 31, 2014) 276,609
2015 (January 1, 2015 to December 31, 2015) 173,925
2016 (January 1, 2016 to December 31, 2016) 119,575
2017 (January 1, 2017 to December 31, 2017) 51,823
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b. Balance sheets and income statements of trostiats and trust assets lists were as follows:

Balance Sheets of Trust Accounts

December 31
2012 2011

Assets

Deposits in banks $ 4,022,155 $ 2,834,585

Funds 38,729,267 37,582,196
Common stocks 4,662,675 4,860,825
Accounts receivable 2,217 1,704
Prepayment 15,841 -

Real estate, net 274,663 464,334
Marketable securitiesn 2,159,304 3,592,151

custody

Others 207,256 119,055
Total $ 50,073,378 $ 49,454,850

December 31

Liabilities 2012 2011
Payables $ 2,088 % 1,119
Income tax payable 134 101
Marketable securitiesn 2,159,304 3,592,151
custody payable

Trust capital 47,335,993 45,161,450
Reserve and earnings 575,859 700,029
Total $ 50,073,378 $ 49,454,850

Income Statements of Trust Accounts

Trust revenue
Interest
Cash dividends
Revenue from stock lending

Trust expenses
Management
Supervisor
Service charges
Taxes
Service fee for stock affairs
Service fee for stock lending
Realized investment loss
Unrealized investment loss

Income (loss) before tax
Income tax

Net income (loss)
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Year Ended December 31

2012

$ 26,105
1,163,338

2,978

1,192,421

27,065
314
563
333

50

15
518,791
257,732
804,863
387,558

1,979

$ 385579

2011

$ 22,173
1,148,730

1,170,903

26,548
260
890

28,652

147,498
1,598,954
1,802,802

(631,899)
15,422

$  (647,321)



Trust Asset Lists

December 31

Investment Portfolio 2012 2011
Deposits in banks $ 4,022,155 $ 2,834,585
Funds 38,729,267 37,582,196
Common stocks 4,662,675 4,860,825
Accounts receivable 2,217 1,704
Prepayment 15,841 -
Real estate, net

Land 122,832 304,025

Building 20,170 28,648

Construction in progress 131,661 131,661
Marketable securities in custody 2,159,304 3,592,151
Others 207,256 119,055
Total $ 50,073,378 $ 49,454,850

As of December 31, 2012 and 2011, funds amountin@NT$726,776 thousand and NT$683,506
thousand, respectively, consisted of investmentovarseas securities through Non-discretionary
Pecuniary Trust of the OBU, which were recognizethe OBU’s books.

33. SUBSEQUENT EVENTS

On February 7, 2013 (the “Issue Date”), the Barskiésl five-year zero coupon convertible bonds (the
“Bonds”) with an aggregate principal of US$150,00®usand which were listed on the Singapore
Exchange Securities Trading Limited. The minimwndize for the Bonds trading is US$200 thousand;
other terms and conditions of the Bonds are desdtizlow:

a. Redemption at maturity

Unless the Bonds have been previously redeemededed or repurchased and canceled, the Bank
shall redeem the Bonds at 101.89% of their prinapaount in U.S. dollars on February 7, 2018 (the
“Maturity Date”). But if this day is not a busireslay, bond redemption will be on the preceding
business day.

b. Redemption at the option of the Bank

1) At any time on or after August 7, 2015, the Bam&y redeem the Bonds in whole or piecemeal
(being US$200 thousand in principal amount andgiieiemultiples thereof) at the early redemption
amount which represents the principal amount of Bbads plus a gross yield of the principal
amount of the Bonds if the closing price on thewkai Stock Exchange (the “TWSE”") of the
common shares, translated into U.S. dollars aptbeailing rate, within 20 out of 30 consecutive
trading days, is at least 130% of the quotienhefdarly redemption amount divided by the number
of common shares to be issued upon conversioredd¢imds on the applicable trading day based on
the conversion price then in effect, translated WitS. dollars at the fixed exchange rate.

2) The Bank may redeem all, but not a portion ko€ Bonds at the early redemption amount if more
than 90% of the principal amount of the Bonds hhsady been redeemed, converted or
repurchased and canceled.

3) The Bank is obliged to pay additional amounts assult of any change relating to taxation in the

relevant jurisdiction or any change in the genaplication or official interpretation of tax laves
regulations, and this obligation cannot be avoiogthe Bank even by taking reasonable measures.
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The early redemption amount for the Bonds is soutaled to represent the bondholder a gross
yield of 0.375% semi-annually.

c. Details of conversion
1) Converted shares: Newly issued common sharggedank (the “Shares”)

2) Conversion period: Unless the Bonds have beeviqusly redeemed, converted or repurchased
and canceled, the Bonds are convertible, at thiorotf the bondholder at any time on or after
March 20, 2013, which is the 41st calendar dayrdfie Issue Date, and prior to the close of
business on January 28, 2018, which is the 10#mndak day prior to the Maturity Date for bond
conversion into Shares. In addition, conversigihts shall not be exercised during the following
closed periods: (a) 60 days prior to the date efahnual general shareholders’ meeting, 30 days
prior to the date of the special general sharehgldeeeting, or on the date at least 5 days pdor t
the record date for determination of shareholdetitied to receive annual dividend, bonus, or other
benefits and rights; (b) from the date at leasbaSiness days prior to the record date for any free
distribution of shares, cash dividend, or rightstibscribe for new shares in a rights offeringlunti
the distribution of these rights, or from the retdate for capital reduction until 1 day prior ket
resumption of trading of the reissued shares fatigwhe capital reduction; and (c) any other period
as determined by ROC laws.

3) Conversion price: NT$15.24 per share (at thedfiexchange rate of NT$29.569 to US$1.00)

4) Adjustments to conversion price: On any stodkition or events stated in the Offering
Memorandum that occur after the Issue Date, the@argion price shall be adjusted in accordance
with the formula stated in the Offering Memorandum.

5) Redemption at the option of the bondholders:

a) Unless the Bonds have been early redeemed, tedv@ repurchased, each bondholder has a
put right to require the Bank to redeem in whole@ropart only (being US$200 thousand in
principal amount and integral multiples thereo® #ionds at the early redemption amount on
August 7, 2015.

b) In the event that Bank's shares cease to bedlist admitted to trading on the TWSE (a
“Delisting”), the Bank shall notify the bondholdeascordingly, and each bondholder shall have
the right to require the Bank to redeem the Bonditré Bonds, in whole or in part only (being
US$200 thousand in principal amount and integraltipies thereof) at the Early Redemption
Amount on the 20th business day after the dathisfibtice.

c) If the Bank has a change of control, the Bardtl stotify the bondholders, and each bondholder
shall have the right to require the Bank to rededinor a part of the Bonds (being US$200
thousand in principal amount and integral multiglesreof) at the Early Redemption Amount
on the 20th business day after the date of thiseot

34. FINANCIAL INSTRUMENTS
a. Methods and assumptions used to estimate thealaies of financial instruments were as follows:

1) The carrying amounts of the following short-teinancial instruments approximate their fair value
because of their short maturities: cash and cgslvaents; due from the Central Bank and other
banks; securities purchased under resale agreemecesvables, excluding income tax receivables;
due to the Central Bank and other banks; short-tkerams; payables, excluding income tax
payables; and securities sold under repurchaseragrés.
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2) The fair values of financial instruments at faalue through profit or loss, available-for-sale
financial assets and held-to-maturity investments lzased on their quoted prices in an active
market. For those instruments with no quoted nigykees, their fair values are determined using
valuation techniques incorporating estimates asdraptions consistent with those generally used
by other market participants to price financialtiosents. Fair values of derivative financial
instruments are estimated on the basis of quotafrom the pricing system of Reuters.

3) Discounts and loans, deposits, bank debentumes p@rincipals of structured notes are
interest-earning assets or interest-bearing ligdsli Their carrying amounts approximate their fai
values. The fair values of nonaccrual accounts aoguired receivables are based on their
carrying amounts, net of allowance for possiblsdss

4) Financial assets carried at cost are investmeniaquoted stocks, which have no quoted prices in
an active market and entail an unreasonably hightoodetermine their fair values. Thus, no fair
value of these assets is presented.

5) On financial assets and liabilities other tHamse listed above, their estimated future cashSlare
equal to their carrying amounts. Thus, the cagyamounts of these assets and liabilities
represent their fair value.

Fair values of financial assets and liabilitessed on quoted market prices or on estimates made
through valuation techniques were as follows:

Estimates Based on Valuation

Quoted Market Prices Techniques
December 31 December 31
2012 2011 2012 2011

Financial assets
Financial assets at fair value through

profit or loss $ 13,231,813 $ 12,465,101 $ 2,879,022 $ 1,341,765
Available-for-sale financial assets 11,163,427 15,674,659 702,437 -
Other financial assets - derivative

instruments held for hedging - - 180,242 252,233
Financial liabilities
Financial liabilities at fair value through

profit or loss - 1,698 3,745,032 4,079,337
Other financial liabilities - derivative

instruments held for hedging - - 12,819 13,093
Bank debentures (applying hedge

accounting) - - 4,767,423 4,839,140
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c. In addition to the fair values of financial assend liabilities using quoted market prices dimestes
based on valuation techniques, other fair valudmanhcial instruments were as follows:

December 31

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

Financial assets
Discounts and loans $ 280,219,426 $ 280,219,426 $ 269,460,381 $ 269,460,381
Held-to-maturity financial assets 2,224,301 2,235,526 3,927,905 3,871,314
Debt investments with no active market 10,713,828 10,713,828 9,293,780 9,293,780
Other financial assets - financial assets

carried at cost 101,379 101,379 103,846 103,846
Other financial assets - nonaccrual loans

other than discounts and loans 71,623 71,623 80,476 80,476
Other financial assets - Financial

Information Service Co., Ltd. account 404,877 404,877 207,369 207,369
Other financial assets - guarantee deposits

for financial instrument agreements 1,892,383 1,892,383 1,669,282 1,669,282
Other financial assets - refundable

deposits 513,971 514,002 509,539 509,544
Financial liabilities
Deposits and remittances 391,933,266 391,933,266 369,998,562 369,998,562
Bank debentures (not applying hedge

accounting) 18,304,700 18,304,700 15,391,140 15,391,140
Other financial liabilities - principals of

structured notes 730,962 730,962 459,005 459,005
Other financial liabilities - lease payable 35 35 78 78
Other financial liabilities - deposits

received 207,093 207,093 168,404 168,404

d. On the valuation of financial instruments widtirfvalue determined by valuation techniques, theree
gains of NT$502,119 thousand and NT$3,183,100 towaigh 2012 and 2011, respectively.

e. Interest incomes of financial assets other thi@se at fair value through profit or loss were
NT$9,486,582 thousand and NT$8,024,283 thousa@@12 and 2011, respectively. Interest costs of
financial liabilities other than those at fair valthrough profit or loss were NT$5,551,182 thousamdi
NT$4,198,910 thousand in 2012 and 2011, respegtivel

f. The fair value hierarchy of financial instrumentas as follows:

December 31, 2012
Financial Instruments Total Level 1 Level 2 Level 3

Nonderivative financial instruments

Assets

Financial assets at fair value through
profit or loss
Held for trading

Government bonds $ 1,334,349 $ 1,334,349 $ - $ -
Listed and OTC stocks 130,962 130,962 - -
Beneficiary certificates 107,521 107,521 - -
Financial assets designated as at fair
value through profit or loss 11,679,558 11,658,981 20,577 -
(Continued)
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December 31, 2012

Financial Instruments Total Level 1 Level 2 Level 3
Available-for-sale
Government bonds $ 10,355,436 $ 10,355,436 $ - $ -
Listed and OTC stocks 807,991 807,991 - -
Negotiable certificates of deposit 452,394 - 452,394 -
Commercial paper 250,043 - 250,043 -
Derivative financial instruments
Assets
Financial assets at fair value through
profit or loss
Held for trading 2,858,445 - 2,680,152 178,293
Other financial assets
Derivative instruments held for
hedging 180,242 - 180,242 -
Liabilities
Financial liabilities at fair value
through profit or loss
Held for trading (3,745,032) - (3,677,723) (67,309)
Other financial liabilities
Derivative instruments held for
hedging (12,819) - (12,819) -
Total $ 24,399,090 $ 24,395,240 $ (107,134) $ 110,984
(Concluded)
December 31, 2011
Financial Instruments Total Level 1 Level 2 Level 3
Nonderivative financial instruments
Assets
Financial assets at fair value through
profit or loss
Held for trading
Government bonds $ 1,722,733 $ 1,722,733 $ - $ -
Listed and OTC stocks 36,819 36,819 - -
Beneficiary certificates 57,286 57,286 - -
Financial assets designated as at fair
value through profit or loss 10,656,510 10,648,263 8,247 -
Available-for-sale
Government bonds 14,773,521 14,773,521 - -
Listed and OTC stocks 901,138 901,138 - -
Liabilities
Financial liabilities at fair value
through profit or loss (1,698) (1,698) - -
(Continued)
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December 31, 2011

Financial Instruments Total Level 1 Level 2 Level 3

Derivative financial instruments

Assets

Financial assets at fair value through
profit or loss $ $ $ $
Held for trading 1,333,518 - 1,285,421 48,097
Other financial assets
Derivative instruments held for
hedging 252,233 - 252,233 -

Liabilities

Financial liabilities at fair value

through profit or loss

Held for trading (4,079,337) - (3,971,968) (107,369)
Other financial liabilities

Derivative instruments held for

hedging (13,093) - (13,093) -
Total $ 25,639,630 $ 28,138,062 $ (2,439,160) $ (59,272)

Note a:

Note b:

Note c:

(Concluded)

The above table shows the ways to deterthiedair value of certain financial assets and
liabilities at fair value through profit or lossyailable-for-sale financial assets, hedging
derivative financial assets and liabilities und#reo financial assets, etc. in terms of level of
input to the entire fair value measurement of tHggncial instruments.

Level 1 inputs are observable inputs treftect quoted prices for identical financial
instruments in an active market. Based on par&gBapf the SFAS No. 34 - “Financial

Instruments: Recognition and Measurement,” a ntarise active if it has these

characteristics: (1) products traded in the magkethomogeneous; (2) willing buyers and
sellers can be found immediately; and (3) the gritemation is publicly available.

Level 2 inputs are observable inputs othan quoted prices for identical assets or liaegit
in active markets and consist of direct inputs lisas market prices) or indirect inputs (such
as prices derived from market prices), for example:

1) Quoted prices for similar financial instrumemsactive markets - The fair values of
financial instruments owned by the Bank are deriffein prices of similar financial
instruments that had been most recently tradede determination of similarity is based
on the characteristics and transaction conditioh$inancial instruments. Fair value
measurement should be adjusted in accordance tithobservable prices of similar
financial instruments. The adjustment factors udel the time-lag of the last trading
prices of similar financial instruments, the di#faces in transaction conditions,
transactions involving related parties, the releeabetween the observable prices of
similar financial instruments and prices of ownehcial instruments.

2) Quoted prices of identical or similar finanditruments in non-active markets;

3) Valuation techniques with observable inputs lisas interest rates, curves of yield rates,
volatility, and etc.), which are based on marketadend can reflect the expectation of
most market participants.

4) Inputs mostly of derived from the observable ketirdata or inputs that can be

corroborated by observable market data.
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Note d:

Note e:

Note f:

Note g:

Level 3 inputs are unobservable items sashinputs derived through extrapolation or
interpolation and thus cannot be corroborated Isentable market data. For example, the
fair values of credit derivative instruments with active market are derived from the latest
guoted prices of itself or similar instruments.

The classification of the financial instemts shown in the fair value hierarchy table should
be consistent with the classification of theserumaents in the balance sheet.

When using valuation techniques that ineldmbth observable and unobservable inputs, the
Bank should assess whether the inputs have ais@mtifeffect on the fair value measurement
results. If the unobservable inputs are significdarthe fair value measurement results in its
entirety, the fair values of these financial instants should be categorized into Level 3.

If the valuation techniques or the fairuneahierarchy of a financial instrument significgntl
change from previous reporting periods (for examitie fair value hierarchy changes from
Level 1 to Level 2 or the unobservable inputs clearand thus changing the fair value
measurement significantly, the significance of ¢éhange should be judged in terms of the
investment amount, and the effect of current meamsant on profits or losses, related assets
and liabilities, or equity), the changes and reasfax making those changes should be
disclosed.

Movement of Level 3 financial assets:

December 31, 2012

Beginning Increase in the Current Period Decrease in the Current Period
Item Balance Valuation Purchase or Issué  Transfer-in Sale, Disposition| Transfer-out Ending Balance
or Settlement from Level 3
Financial assets at fair value through profit @slp
Held for trading - derivative instruments $ 4809 $ 130,196 $ - $ - $ - $ - $ 178,298
December 31, 2011
Beginning Increase in the Current Period Decrease in the Current Period
Item Balance Valuation Purchase or Issué  Transfer-in Sale, Disposition| Transfer-out Ending Balance
or Settlement from Level 3
Financial assets at fair value through profit @slp
Held for trading - derivative instruments $ 3972] % 8,375 $ - $ - $ - $ - $ 48,097

Movement of Level 3 financial liabilities:

December 31, 2012

Beginning Increase in the Current Period Decrease in the Current Period
Item Balance Valuation Purchase or ssué  Transfer-in Sale, Disposition| Transfer-out Ending Balance
or Settlement From Level 3
Financial liabilities at fair value through profit
loss
Held for trading - derivative instruments $ 1693 $ (40,060) $ - $ - $ - $ - $ 67,309
December 31, 2011
Beginning Increase in the Current Period Decrease in the Current Period
Item Balance Valuation Purchase or Issué  Transfer-in Sale, Disposition| Transfer-out Ending Balance
or Settlement From Level 3
Financial liabilities at fair value through prodit
loss
Held for trading - derivative instruments $ 1644 $ 52,214 $ 38,780 $ - $ 71 $ - $ 369,
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g. Financial risks

1) Market risk

a)

b)

Interest rate sensitivity analysis

The fair values of bonds, bills, loans and otherilar financial instruments held by the Bank
will fluctuate as market interest rates change. e Télated interest rate sensitivity analysis is
shown in Note 38.

Net positions on foreign currencies:

December 31

2012 2011
U.S. dollars $ 37,485 $ 41,986
JPY 6,335 8,568
CNY 4,882 5,678

2) Credit risk

a)

Maximum credit exposure

The Bank is exposed to credit risk if counter-gartor other parties default on contracts. To
manage the risk, the Bank makes credit commitmants issues financial guarantees and
standby letters of credit (L/C) only after caredwhluation of customers’ creditworthiness. As
of December 31, 2012 and 2011, about 68.44% ari®®g.respectively, of total loans granted,
and about 51.36% and 47.59%, respectively, of tbgremate guarantees were secured.
Collaterals, mostly in the form of cash, marketad#eurities and other assets, may be required
depending on the evaluation result. If the custsrdefault, the Bank will execute its right on
the collaterals to decrease its credit risk.

The maximum credit exposure of the Bank's off bataisheet commitments and guarantees
were as follows (values of collaterals were notsidered):

December 31

Iltems 2012 2011
Unused portion of credit card lines $ 149,717,675 $ 133,113,662
Financial guarantees and standby L/Cs 12,389,045 10,031,345
Irrevocable loan commitments 9,980,841 7,507,001
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b) Significant concentration of credit risk

The concentration of credit risk exists when couptaties to financial transactions are
individuals or groups engaging in similar activstier activities in the same region. The
similarity would cause their ability to meet comtial obligations to be similarly affected by
changes in economic or other conditions. There measignificant concentration risk of the
Bank’s loans in a single customer or counter-pdotyt, there were some risks from similar
industries, and related information as of DecemBgr 2012 and 2011 is summarized as
follows:

December 31

Credit Risk Profile by Industry Sector 2012 2011
Manufacturing $ 41,015,594 $ 44,012,107
Finance and insurance 28,376,562 32,456,609
Transportation and warehousing 13,434,668 14,229,779
$ 82,826,824 $ 90,698,495

3) Liquidity risk

As of December 31, 2012 and 2011, the Bank’s NTnidiity reserve ratios were 31.10% and
31.32%, respectively. The Bank has sufficient paidapital and working capital to meet all
contract obligations. Therefore, the liquiditykrisf funding of the Bank is low. In addition, the
possibility of the Bank’s derivative financial inginents, except for hedging contracts, not being
liquidated quickly in value is low.

To match the contractual maturity profile with ih&erest rates for assets and liabilities is onghef
Bank’s basic management policies. Because of ticertainties in their contractual terms and the
difference in their nature, however, the maturibes interest rates for assets and liabilities eann
fully match with each other, resulting in gaps timaty give rise to gain or loss.

The Bank’s assets and liabilities were appropiateitegorized by maturity dates for managing
liquidity risk, as follows:

December 31, 2012

Due Between
Due within One Year Due After
One Year and Seven Years Seven Years Total
Assets
Cash and cash equivalents $ 5,599,451 $ - $ - $ 5,599,451
Due from the Central Bank and other
banks 82,818,608 - - 82,818,608
Financial assets at fair value through
profit or loss 4,971,108 11,139,727 - 16,110,835
Securities purchased under resale
agreements 23,741,992 - - 23,741,992
Receivables 21,480,218 - - 21,480,218
Discounts and loans 82,447,159 80,382,660 120,971,613 283,801,432
Available-for-sale financial assets 3,830,832 6,427,306 1,607,726 11,865,864
Held-to-maturity financial assets 448,710 1,775,591 - 2,224,301
Debt investments with no active
market 1,660,752 9,053,076 - 10,713,828
Other financial assets 1,434,100 2,127,763 - 3,561,863
228,432,930 110,906,123 122,579,339 461,918,392
(Continued)
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December 31, 2012

Due Between
Due within One Year Due After
One Year and Seven Years Seven Years Total
Liabilities
Due to the Central Bank and other
banks $ 11,674,958 $ - $ - $ 11,674,958
Short-term loans 969,980 - - 969,980
Financial liabilities at fair value
through profit or loss 2,380,614 1,364,418 - 3,745,032
Payables 5,708,177 - - 5,708,177
Deposits and remittances 315,090,895 76,842,371 - 391,933,266
Bank debentures 4,004,700 19,067,423 - 23,072,123
Other financial liabilities 730,997 219,912 - 950,909
$ 340,560,321 $ 97,494,124 $ - $ 438,054,445
Gap $(112,127,391) $ 13,411,999 $ 122,579,339 $ 23,863,947
(Concluded)
December 31, 2011
Due Between
Due within One Year Due After
One Year and Seven Years Seven Years Total
Assets
Cash and cash equivalents $ 6,005,214 $ - $ - $ 6,005,214
Due from the Central Bank and other
banks 86,739,190 - - 86,739,190
Financial assets at fair value through
profit or loss 4,070,964 9,735,902 - 13,806,866
Securities purchased under resale
agreements 850,505 - - 850,505
Receivables 18,479,388 3,195,221 - 21,674,609
Discounts and loans 90,982,875 67,838,543 115,412,698 274,234,116
Available-for-sale financial assets 966,392 13,617,595 1,090,672 15,674,659
Held-to-maturity financial assets 1,950,601 1,977,304 - 3,927,905
Debt investments with no active
market 1,847,024 7,446,756 - 9,293,780
Other financial assets 1,048,252 2,158,640 - 3,206,892
212,940,405 105,969,961 116,503,370 435,413,736
Liabilities
Due to the Central Bank and other
banks 11,785,731 - - 11,785,731
Short-term loans 1,369,929 - - 1,369,929
Financial liabilities at fair value
through profit or loss 2,300,497 1,780,538 - 4,081,035
Payables 4,691,225 - - 4,691,225
Deposits and remittances 303,965,022 66,033,540 - 369,998,562
Bank debentures 91,140 20,139,140 - 20,230,280
Other financial liabilities 703,427 151,023 - 854,450
324,906,971 88,104,241 - 413,011,212
Gap $(111,966,566) $ 17,865,720 $ 116,503,370 $ 22,402,524

Cash flow risk on the interest rate fluctuations

Cash flow risk is the risk to future cash flows tife Bank’s interest-earning assets and
interest-bearing liabilities, which are affectedibterest rate fluctuations. The Bank periodically
assesses the interest rate risk and enters iregtiteate swap contracts taking into account of the
extent of risk and its business need, in orderitmate cash flow risk on interest rate fluctuagon
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The analysis of the Bank’s interest-earning assetsinterest-bearing liabilities categorized by the

earlier of contractual maturity or repricing deteas follows:

December 31, 2012

Between Between Between
One Month and  Three Months  Six Months and After
Three Months  and Six Months One Year One Year Total
Assets
Cash and cash equivalents - deposit
in other banks $ 810,850 $ - $ - $ - $ 810,850
Due from the Central Bank and
other banks 74,441,431 - 2,500,000 - 76,941,431
Financial assets at fair value
through profit or loss 372,393 860,376 986,317 10,794,821 13,013,907
Securities purchased under resale
agreements 23,741,992 - - - 23,741,992
Receivables 8,779,864 3,097,468 - - 11,877,332
Discounts and loans (excluding
nonaccrual loans) 173,980,068 108,367,052 92,341 378,988 282,818,449
Available-for-sale financial assets 1,002,601 - 2,020,014 8,035,258 11,057,873
Held-to-maturity financial assets 2,223,302 - - - 2,223,302
Debt investments with no active
market 10,695,420 - - 18,408 10,713,828
Other financial assets - guarantee
deposits for financial instruments
agreement 1,892,383 - - - 1,892,383
297,940,304 112,324,896 5,598,672 19,227,475 435,091,347
Liabilities
Due to the Central Bank and other
banks 11,657,907 17,051 - - 11,674,958
Deposits and remittances 167,985,870 138,415,626 79,236,494 3,804,580 389,442,570
Bank debentures 7,804,700 - - 15,100,000 22,904,700
Other financial liabilities 730,962 - - - 730,962
188,179,439 138,432,677 79,236,494 18,904,580 424,753,190
Gap $ 109,760,865 $ (26,107,781) $ (73,637,822) $ 322,895 $ 10,338,157
December 31, 2011
Between Between Between
One Month and  Three Months  Six Months and After
Three Months  and Six Months One Year One Year Total
Assets
Cash and cash equivalents - deposit
in other banks $ 2462528 $ - $ - $ - $ 2,462,528
Due from the Central Bank and
other banks 81,675,849 - - - 81,675,849
Financial assets at fair value
through profit or loss 951,007 793,230 693,303 9,941,703 12,379,243
Securities purchased under resale
agreements 850,505 - - - 850,505
Receivables 9,240,564 3,801,022 - - 13,041,586
Discounts and loans (excluding
nonaccrual loans) 170,580,296 102,720,396 274,876 393,770 273,969,338
Available-for-sale financial assets 62,081 - 3,173 14,708,267 14,773,521
Held-to-maturity financial assets 3,465,136 461,170 - - 3,926,306
Debt investments with no active
market 9,190,733 - - 103,047 9,293,780
Other financial assets - guarantee
deposits for financial instrument
agreements 1,669,282 - - - 1,669,282
280,147,981 107,775,818 971,352 25,146,787 414,041,938
Liabilities
Due to the Central Bank and other
banks 11,539,779 245,952 - - 11,785,731
Deposits and remittances 163,407,728 134,153,257 67,205,226 1,906,339 366,672,550
Bank debentures 7,803,740 87,400 - 12,100,000 19,991,140
Other financial liabilities 672,875 - - - 672,875
183,424,122 134,486,609 67,205,226 14,006,339 399,122,296
Gap $ 96,723,859 $ (26,710,791) $ (66,233,874) $ 11,140,448 $ 14,919,642
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h. Fair value hedges

The fair values of bank debentures issued by thekBaere exposed to the risk on interest rate
fluctuations. The Bank used interest rate swapraots to hedge against the risk. The terms of the
interest rate swap contracts were as follows:

December 31
2012 2011
Nominal Nominal
Hedged Item Hedging Instrument Amount Fair Value Amount Fair Value

Bank debentures Interest rate swap contracts $ 4,600,000 $ 167,423 $ 4,600,000 $ 239,140

35. MAJOR RISK MANAGEMENT STRATEGIES

The Bank’s risk management policy is to form a msknagement-oriented culture. The Bank has set up
an independent risk control unit to implement arahitor a risk management system, to ensure eveky ri
is under a tolerable level and to maximize the eatushareholders.

A risk management committee has been formed to ieeaand manage the Bank’s risks, to evaluate risk
acceptance and to assess the execution of riskgeamemt. Furthermore, the Bank has an independent
risk management department, which is responsibléh establishment of risk management strategids a
rules, statistical analysis of risk, and informatimanagement and reporting. The department cerist
teams that directly manage risks with regard tar thespective areas: Corporate banking and firgdnci
markets, consumer banking and credit card busigessps, and small and medium enterprises. For
integrated risk management, each operating urtheoBank is required to present, first to the managnt
department for review and then to the top Bank mgameent for approval, all the related documents,
including the credit authorization principles amdgedures, new product development, levels andedegr
authorization, etc.

36. CAPITAL ADEQUACY

December 31, 2012 December 31, 2011
The Bank Consolidation The Bank Consolidation
Tier | capital $ 25,122,063 % 25,712,353 $ 22,920,986 $ 23,551,034
- . Tier Il capital 11,154,74p 11,750,264 11,852,043 12,487,42(Q
Eligible capital - -
Tier Ill capital - - - -
Total eligible capital 36,276,805 37,462,618 34,773,029 36,038,458
Standardized approach 268,086,022272,198,189 246,909,957 251,995,348
Credit risk Internal rating-based approach - - - -
Asset securitization - - - -
Basic indicator approach 12,326,475 11,876,975 11,744,788 11,458,613
Standardized
Risk-weighted assets |Operational risk approach/alternative . . ) )
standardized approach
Advanced measurement
approach ) ) ) )
. Standardized approach 10,578,Y88 10,578,788 16,750,234 16,750,238
Market risk
Internal models approach - - - -
Total risk-weighted assets 290,991,285294,653,953 275,404,988 280,204,199
Capital adequacy ratio 12.47% 12.71% 12.63% 12.86%
Ratio of Tier | capital to risk-weighted assets 8.63%) 8.72% 8.32% 8.40%
Ratio of Tier Il capital to risk-weighted assets 3.84%) 3.99% 4.31% 4.46%
Ratio of Tier Ill capital to risk-weighted assets - - - -
Ratio of common shareholders’ equity to total asset 4.829 4.82% 4.84% 4.83%
Leverage ratio 5.59% 5.70% 5.38% 5.51%
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37.

Note a: Eligible capital and risk-weighted assets ealculated under the “Regulations Governing the
Capital Adequacy Ratio of Banks” and the “Explanatof Methods for Calculating the Eligible
Capital and Risk-weighted Assets of Banks.”

Note b: An annual report should include both theremt year's and prior year's capital adequacyorati
but a semiannual report should include the capidaljuacy ratio of the most recent year.

Note c: Formulas used were as follows:

1)

2)

3)
4)
5)
6)
7

8)

Eligible capital = Tier | capital + Tier Il cagl + Tier Il capital.

Total risk-weighted assets = Risk-weighted asmt credit risk + (Capital requirements for
operational risk and market risk) x 12.5.

Capital adequacy ratio = Eligible capital/Taiak-weighted assets.

Ratio of Tier | capital to risk-weighted asset$ier | capital/Total risk-weighted assets.

Ratio of Tier Il capital to risk-weighted assetSier Il capital/Total risk-weighted assets.

Ratio of Tier Il capital to risk-weighted asset Tier Il capital/Total risk-weighted assets.
Ratio of common stock to total assets = ComntockgT otal assets.

Leverage ratio = Tier | capital + Adjusted aygrdotal asset (the average total asset excludes
goodwill, deferred losses on the sale of nonperiiagnioans and items deducted from Tier |

capital because of ineligibility as defined undee tExplanation of Methods for Calculating
the Eligible Capital and Risk-Weighted Assets ohi&s).

Note d: Capital adequacy ratios have to be disdldgethe notes to consolidated financial statements
except those for the first and the third quarters.

AVERAGE AMOUNT AND AVERAGE INTEREST RATE OF INT EREST-EARNING ASSETS
AND INTEREST-BEARING LIABILITIES (DISCLOSURES OF TH E BANK)

Year Ended December 31

2012 2011
Average Average Average Average
Balance Rate (%) Balance Rate (%)
Interest-earning assets
Cash and cash equivalents - deposits due
from other banks $ 1,615,605 024 $ 2,079,147 0.22
Due from the Central Bank and banks 83,144,387 0.86 83,821,989 0.80
Financial assets at fair value through profit
or loss - government bonds 1,590,743 1.78 2,062,837 1.91
Securities purchased under resale
agreements 8,274,351 0.74 168,978 0.69
Receivables - credit card revolving
balances 10,622,283 11.39 10,801,663 11.80
(Continued)
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38.

Year Ended December 31

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

Discounts and loans $ 280,506,789 2.77 $ 255,376,853 2.48
Available-for-sale financial assets

(excluding stocks) 9,889,048 1.19 15,811,816 1.32
Held-to-maturity financial assets 2,850,195 2.75 3,299,654 2.65
Debt investments with no active market 4,417,589 1.94 3,696,513 1.70
Guarantee deposits for financial instrument

agreements 1,840,518 0.09 2,081,673 0.05
Interest-bearing liabilities
Due to banks 14,102,027 1.07 12,784,226 1.08
Financial liabilities at fair value through

profit or loss - short sales of bonds

payable 811,169 1.18 69,219 0.49
Demand deposits 81,139,191 0.30 78,174,864 0.25
Time deposits 271,371,411 1.17 254,973,343 1.06
Negotiable certificates of deposit 22,028,867 0.95 20,255,713 0.88
Bank debentures 21,481,842 1.70 17,030,287 1.56
Other financial liabilities - principals of

structured notes 748,398 2.78 368,166 0.97
Other financial liabilities - securities sold

under repurchase agreements 25,677 0.54 36,069 0.10

(Concluded)

The above average balances were calculated atvidrage daily balance of interest-earning assets and

interest-bearing liabilities for the year.

ASSET QUALITY OF LOANS, CONCENTRATION OF CREDIT EXTENSIONS, INTEREST

RATE SENSITIVITY, PROFITABILITY AND MATURITY ANALYS

LIABILITIES (DISCLOSURES OF THE BANK)

a. Asset quality of loans

IS OF ASSETS AND

Nonperforming loans and nonperforming receivables

December 31, 2012
Item -
Nonperforming Loans Non?aeeltrlf%ronfwing Allowance for C(gggge
Business Loans (Note a) Loans (Note b) Possible Losse$ (Note ¢)
Corporate Secured $ 863,888% 32,947,720 2.62%| $ 992,934 114.94%
Banking Unsecured 10,006 86,306,591 0.01% 855,151, 8,546.38%
Residential mortgage (Note d 186,867 108,423,628 0.17% 990,792 530.21%)
Cash card - - - -
COé‘;ﬁE?ﬁé S”(‘S'c')'tzcg)'e credit loans 192,776 14,971,799 1.29% 365,529 189.61%
Others (Note Secured 48,320 37,077,113 0.13% 330,229 683.42%
Unsecured 15,250 4,074,581 0.37% 47,371 310.63%
Total 1,317,107 283,801,432 0.46% 3,582,006 271.96%
Nonperforming Accounts Ratio Of. Allowance for Coverage
Receivables Receivable Nonper_formlng Possible Losses Ratio
Receivables
Credit card 61,458 15,413,670 0.40% 710,066 1,155.46%
Accounts receivable factored without recourseg 2,830,761 13,863
(Note g)
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December 31, 2011
Item -

_ Nonperforming Loans Non?aeeltrlf%ronfwing Allowance for C(gggge
Business Loans (Note a) Loans (Note b) Possible Losse$ (Note ¢)
Corporate Secured $ 133,629 % 35,675,055 0.37%| $ 2,447,853 1,831.83%

Banking Unsecured 5,308 89,851,175 0.01% 898,344 16,940.30%
Residential mortgage (Note d 227,571 105,697,900 0.22% 825,201 362.61%)
Cash card - - - -
Consumer Small-scale credit loans o o
Banking (Note e) 192,345 13,805,008 1.39% 361,946 188.18%
Others (Note Secured 24,666 26,989,102 0.09% 210,089 851.74%
Unsecured 29,03p 2,215,876 1.31% 30,302 104.36%
Total 612,550 274,234,116 0.22% 4,773,735 779.32%
Nonperforming Accounts Ratio Of. Allowance for Coverage
Receivables Receivable Nonperforming Possible Losses Ratio
Receivables
Credit card 34,168 15,530,088 0.22% 774,335 2,266.26%
Accounts receivable factored without recourseg ) 3,412,000 ) 17,151 )
(Note g)
Note a: Nonperforming loans represent the amoumsmperforming loans reported to the authorities

Note b:

Note c:

Note d:

Note e:

Note f:

Note g:

and disclosed to the public, as required by thegtRaions Governing the Procedures for
Banking Institutions to Evaluate Assets and De#hwWonperforming/Non-accrued Loans.”

Nonperforming credit cards receivables represemtatinounts of nonperforming receivables
reported to the authorities and disclosed to thaipuas required by the Banking Bureau'’s
letter dated July 6, 2005 (Ref. No. 0944000378).

Ratio of nonperforming loans: Nonperforgiioans + Outstanding loan balance.

Ratio of nonperforming credit cards receivables:onperforming credit cards receivables +
Outstanding credit cards receivable balance.

Coverage ratio of allowance for possibksés for loans: Allowance for possible losses for
loans + Nonperforming loans.

Coverage ratio of allowance for possible lossescfedit cards receivables: Allowance for
possible losses for credit cards receivables + Hdbpming credit cards receivables.

Residential mortgage is a loan given toldbeower who provides a house, to be purchased
(or already owned) by the borrower or the spoust@minor children of the borrower, as a
mortgage to the Bank and will use the loan for lequsrchase or refurbishment.

Small-scale credit loans refer to the loander the Banking Bureau’'s regulation, dated
December 19, 2005 (Ref. No. 09440010950), excludingll-scale unsecured loans obtained
through credit cards and cash cards.

Other loans of consumer banking refer toused or unsecured loan, excluding residential
mortgage, cash card, small scale credit loans eatitcard.

As required by the Banking Bureau's letieated July 19, 2005 (Ref. No. 0945000494),
factoring without recourse is disclosed as nonganiiitg receivables in three months upon the
factors’ or insurance companies’ rejection of ckaim
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Nonperforming loans and nonperforming receivabiedueled from the information stated above

Item December 31, 2012 December 31, 2011
Nonperforming | Nonperforming | Nonperforming | Nonperforming
Loans Receivables Loans Receivables
Business Excluded Excluded Excluded Excluded
Loans not classified as NPL upon debt restructuaimg
performed as agreed (Note a) $ 458950 1,157,342| $ 643,243| $ 1,575,374
Loans upon performance of a debt discharge program
and rehabilitation program (Note b) 563,620 1,368,460 535,484 1,415,117
Total 1,022,570 2,525,802 1,178,727 2,990,491

Note a: Supplementary disclosure related to thedaehich need not be classified as NPL upon debt
restructuring and performed as agreed, as stigllatthe Banking Bureau's letter dated April

25, 2006 (Ref. No. 09510001270).

Note b: Supplementary disclosure related to thedoahich need not be classified as NPL upon
performance of a debt discharge program and retainih program, as stipulated in the

Banking Bureau'’s letter dated September 15, 20@8. (Ro. 09700318940).

b. Concentration of credit extensions

December 31, 2012
Ranking . Total Balances of | Ratio of Credit
(Note a) In d%rs?fypaigtlgo(dl\(lao(tl?l;)e a) Credit Extensions |Extensions to Ne
(Note ¢) Worth (%)

1 A Group - 2499 - non-categorized and other  $ 4,217,402 16%
basic metal manufacturing

2 B Group - 5232- ocean freight transportation 2,973,840 11%
forwarding services

3 C Group - 6499 - non-categorized and other 2,639,001 10%
financial intermediaries

4 D Group - 1700 - petroleum and coal produgct 2,479,719 9%
manufacturing

5 E Group - 6499 - non-categorized and other 2,418,693 9%
financial intermediaries

6 F Group - 1850 - artificial fiber 2,014,731 %38

7 G Group - 6499 - non-categorized and other 1,860,285 7%
financial intermediaries

8 H Group - 2641 - liquid crystal panel and 1,736,418 7%
components manufacturing

9 | Group - 6499 - non-categorized and other 1,716,021 6%
financial intermediaries

10 J Group - 2641 - liquid crystal panel and 1,690,020 6%
components manufacturing
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December 31, 2011
Ranking . Total Balances of | Ratio of Credit
(Note a) In d%rs?fypaigtlgo(dl\(lao(tl?l;)e a) Credit Extensions |Extensionsto Net
(Note ¢) Worth (%)

1 A Group - 2413 - steel rolling and extruding 5$666,747 23%

2 D Group - 5010 - ocean water transportation 493631 14%

3 K Group - 2611 - integrated circuits 2,823,382 11%
manufacturing

4 H Group - 2641 - liquid crystal panel and 2,485,091 10%
components manufacturing

5 F Group - 1850 - artificial fiber 2,259,714 9%

6 L Group - 2630 - printed circuits 2,248,242 9%
manufacturing

7 M Group - 6499 - non-categorized and othegr 2,046,291 8%
financial intermediaries

8 J Group - 2641 - liquid crystal panel and 2,002,101 8%
components manufacturing

9 C Group - 6499 - non-categorized and other 1,863,045 8%
financial intermediaries

10 G Group - 6499 - non-categorized and other 1,811,764 7%
financial intermediaries

Note a: The rankings above represent the top 1(@ocate entities except for government or

Note b:

Note c:

state-owned enterprises, based on the total balaincesdit extension granted by the Bank.
The amount of credit extensions should be disclaseabgregate for each group entity, the
code and industry of which are also required. ihdestry of the group entities is designated
as the industry of the individual group entity wttie greatest risk exposure. The lines of
industry should conform to the industry sub-catemion of the Standard Industrial
Classification System of the Republic of China |mi#d by the Directorate-General of
Budget, Accounting and Statistics under the Exgeutiuan.

“Group Entity” is defined in Article 6 ofSupplementary Provisions to the Taiwan Stock
Exchange Corporation Rules for Review of Securitisings.”

Credit extension balance includes varioan$ (import and export negotiations, discounted,
overdrafts, unsecured and secured short-term loaaggin loans receivable, unsecured and
secured medium-term loans, unsecured and secungetdom loans, and nonaccrual loans),
bills purchased, factored accounts receivable withecourse, acceptances and guarantees.

Interest rate sensitivity

Table 1: For New Taiwan dollar items
Interest Rate Sensitivity Analysis
December 31, 2012
(In Thousands of New Taiwan Dollars, %)
181 Days to Over
Items 1to 90 Days | 91 to 180 Days One Year One Year Total

Interest rate-sensitive assets $ 253,480,236 110,101,594/ $ 5,506,331| $ 19,502,917| $ 388,591,067
Interest rate-sensitive liabilities 156,809,605 119,546,396 70,706,563 18,904,581 365,967,145
Interest rate sensitivity gap 96,670,6R0 (9,444,802 (65,200,232 598,336 22,623,922
Net worth 26,353,494
Ratio of interest rate-sensitive assets to liaegit 106.18%
Ratio of the interest-rate sensitivity gap to nettiv 85.85%
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Interest Rate Sensitivity Analysis

December 31, 2011
(In Thousands of New Taiwan Dollars, %)
181 Days to Over
Items 1to 90 Days | 91 to 180 Days One Year One Year Total

Interest rate-sensitive assets $ 231,8534% 104,937,888 $ 696,476 $ 24,456,197 $ 361,944,055
Interest rate-sensitive liabilities 150,954,515 118,967,341 59,999,402 14,006,339 343,927,597
Interest rate sensitivity gap 80,898,979 (14,029,453 (59,302,926 10,449,858 18,016,458
Net worth 24,542,500
Ratio of interest rate-sensitive assets to liaedit 105.24%
Ratio of the interest-rate sensitivity gap to nettiv 73.41%

Table 2: For U.S. dollar items

Interest Rate Sensitivity Analysis
December 31, 2012

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

181 Days to Ong Over
Items 1to 90 Days | 91 to 180 Days Y()e/ar One Year Total
Interest rate-sensitive assets $ 1,151,415 73,165| $ 3,169| $ 13,921 $ 1,241,670
Interest rate-sensitive liabilities 842,195 576,977 261,103 - 1,680,275
Interest rate sensitivity gap 309,220 (503,812 (257,934 13,921 (438,605
Net worth 12,894
Ratio of interest rate-sensitive assets to liaedit 73.90%
Ratio of the interest-rate sensitivity gap to nettiv (3,401.62%

Interest Rate Sensitivity Analysis
December 31, 2011

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

181 Days to Ong Over
Items 1to 90 Days | 91 to 180 Days Yé’ar One Year Total
Interest rate-sensitive assets $ 1,256,668 92,529| $ 9,075| $ 22,799| $ 1,381,067
Interest rate-sensitive liabilities 749,276 471,641 229,467 - 1,450,384
Interest rate sensitivity gap 507,388 (379,112 (220,392 22,799 (69,317
Net worth 4,837
Ratio of interest rate-sensitive assets to liaedit 95.22%
Ratio of the interest-rate sensitivity gap to nettiv (1,433.06%

Note a: Table 1 refers only to the New Taiwan dalimnounts held by the head office and domestic

branches (i.e., excluding foreign currencies).

Note b: Table 2 refers to the total U.S. dollar ante held by the head office, domestic branches,
OBU and overseas branches, excluding contingeatsaaad liabilities.
Note c: Interest rate-sensitive assets and lisdsltefer to interest-earning assets and inteesstitg
liabilities that were affected by interest rate ropes.
Note d: Interest rate sensitivity gap = Interest4sensitive assets - Interest rate-sensitiveliliaisi.
Note e: Ratio of interest rate-sensitive assetdiaoilities = Interest rate-sensitive assets/Irgere
rate-sensitive liabilities.
Profitability
Items 2012 2011
Return on total assets Before tax 0.65% 0.58%
After tax 0.57% 0.56%
Return on equit Before tax 11.42% 10.38%
quiy After tax 10.00% 10.00%
Net income ratio 26.59% 27.17%
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Note a: Return on total assets = Income beforerjaficome tax/Average total assets.
Note b: Return on equity = Income before (aftecpime tax/Average equity.
Note c: Net income ratio = Income after incomeTaxal net revenues.

Maturity analysis of assets and liabilities

1) For New Taiwan dollar items

December 31, 2012

(In Thousands of New Taiwan Dollars)

Amount for Remaining Period to Maturity
Total From 31 Days tqFrom 91 Days tq From 181 Days
110 30 Days 90 Days 180 Days to 1 Year Over 1 Year
Main capital inflow on
maturity $ 472,950,337 $ 141,398,187 $ 43,401,150 $ 29,079,834 $ 37,661,583 $ 221,409,583
Main capital outflow on
maturity 479,803,703 86,260,569 88,694,541 72,943,294 109,832,711 122,072,588
Gap (6,853,3664) 55,137,618 (45,293,391 (43,863,460 (72,171,128 99,336,995
December 31, 2011
(In Thousands of New Taiwan Dollars)
Amount for Remaining Period to Maturity
Total From 31 Days tqFrom 91 Days td From 181 Days
11030 Days | " g5 paye 180 Days to1Year | Overlyear
Main capital inflow on
maturity $ 416,967,038 $ 94,487,890 $ 54,911,668 $ 31,082,913 $ 36,074,818 $ 200,409,749
Main capital outflow on
maturity 420,134,673 58,045,403 64,376,666 77,596,601 114,959,051 105,156,952
Gap (3,167,634) 36,442,487 (9,464,998 (46,513,688 (78,884,233 95,252,797
Note: This table includes only the New Taiwan dolanounts held by the head office and

domestic branches.

2) For U.S. dollar items

December 31, 2012

(In Thousands of U.S. Dollars)

Amount for Remaining Period to Maturity
Total From 31 Days tqFrom 91 Days td From 181 Days
11030 Days 90 Days 180 Days to 1 Year Over 1 Year
Main capital inflow on
maturity $ 4,046,574 $ 1,296,990 $ 974256% 607,656 $ 391,131 $ 776,541
Main capital outflow on
maturity 4,028,405 1,440,644 778,882 88,630 653,831 467,016
Gap 18,169 (143,656) 195,374 (80,374 (262,700) 309,525
December 31, 2011
(In Thousands of U.S. Dollars)
Amount for Remaining Period to Maturity
Total From 31 Days tqFrom 91 Days tq From 181 Days
L1030 Days | " g5 pa e 180 Days t01Year | Overiyear
Main capital inflow on
maturity $ 2,776,536 $ 975,097 $ 566,879 $74,925 $ 480,132 $ 579,508
Main capital outflow on
maturity 2,784,337 771,715 554,010 ,889 717,083 301,666
Gap (7,801) 203,382 12,869 (264,938) (236,951) 277,837
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Note: This table includes only the total U.S. dolenounts held by the head office, domestic
branches and OBU.
39. SEGMENT INFORMATION
Information provided to the Bank and its subsidsrichief operating decision makers for resource
allocation and segment performance assessmentefoaus nature of operation and profits. Based on
Statement of Financial Reporting Standards No. Aperating Segments,” the reportable segments were

as follows:

a. Individual banking: Mainly includes consumemkiag loans such as mortgages, credit loans, car
loans, installment, etc.; credit cards; individdaposits; and wealth management;

b. Corporate banking: Mainly includes corporateteri business, foreign-currency business and
financial market business;

c. Others: Any business not included in individaiatl corporate banking.

The accounting policies of each operating segmeetthe same as those stated in Note 2 to the
consolidated financial statements.

Income and operating results

The income and operating results of the reportablgments of the Bank and its subsidiaries were as

follows:
Corporate
Banking
(Including
Individual Overseas
Banking Branches) Others Total
Year ended December 31, 2012
Net interest income $ 3,632,863 $ 1,656,285 $(1,310,402) $ 3,978,746
Noninterest net income
Net service fee income 1,616,889 229,000 151,692 1,997,581
Other net income 2,098,425 1,888,162 (322,838) 3,663,749
Net profit 7,348,177 3,773,447 (1,481,548) 9,640,076
Reversal of provision (provision) for
possible losses (809,479) (471,168) 383,306 (897,341)
Operating expenses (4,399,174) _ (1,002,282) (413,583) _ (5,815,039)
Segment income (loss) before income
tax $ 2,139,524 $ 2,299,997 $(1,511,825) $ 2,927,696

(Continued)
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Corporate

Banking
(Including
Individual Overseas
Banking Branches) Others Total
Year ended December 31, 2011
Net interest income $ 3,592,315 $ 1,532,439 $ (1,245,377) $ 3,879,377
Noninterest net income
Net service fee income 1,628,753 237,150 6,009 1,871,912
Other net income 1,810,654 1,326,451 (224,118) 2,912,987
Net profit 7,031,722 3,096,040 (1,463,486) 8,664,276
Reversal of provision (provision) for
possible losses 446,729 (1,948,328) 667,464 (834,135)
Operating expenses (4,154,527) (913,011) (238,988) _ (5,306,526)
Segment income (loss) before income
tax $ 3,323924 $ 234,701 $(1,035,010) $ 2,523,615

(Concluded)

Segment assets information

The Bank and its subsidiaries’ measure of the ssmad liabilities by segment is limited to the agsr
amounts of deposits and loans. Thus, based ompistation 2010-151 issued by the Accounting
Research and Development Foundation, segmentiaksetation need not be disclosed.

Geographical information

The Bank and its subsidiaries did not disclose gmmgcal information because the operating income
generated from overseas branches was less thanofOdte operating income of the Bank and its

subsidiaries.
. INFORMATION ON FOREIGN-CURRENCY FINANCIAL ASSET S AND LIABILITIES

The significant financial assets and liabilitiesidminated in foreign currencies were as follows:

December 31

2012 2011
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars
Financial assets
Monetary item
USD $ 1,267,880 29.136 $ 36,940,940 $ 1,386,155 30.29 $ 41,986,632
HKD 2,153,765 3.759 8,096,003 1,477,083 3.899 5,759,147
AUD 42,597 30.27 1,289,420 61,625 30.75 1,894,955
CNY 226,826 4.678 1,061,095 282,881 4.812 1,361,223
JPY 1,583,772 0.3375 534,523 2,745,405 0.3904 1,071,806
EUR 16,212 38.61 625,936 20,954 39.20 821,408
Nonmonetary item
USD - - - 4,109 30.29 124,465

(Continued)
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December 31

2012 2011
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars
Financial liabilities
Monetary item
uUsD $ 1,721,852 29.136 $ 50,167,884 $ 1,475,987 30.29 $ 44,707,646
HKD 679,135 3.759 2,552,870 711,700 3.899 2,774,919
CNY 477,941 4.678 2,235,810 437,493 4.812 2,105,217
AUD 67,537 30.27 2,044,353 62,694 30.75 1,924,846
JPY 5,527,286 0.3375 1,865,459 4,473,755 0.3904 1,746,554
EUR 24,726 38.61 954,664 40,225 39.20 1,576,810
SGD 722 23.83 17,203 28,188 23.31 657,067
GBP 5,013 46.95 235,339 8,872 46.74 414,673
NZD 8,795 23.94 200,541 14,786 23.41 346,135
CAD 2,567 29.30 75,222 4,445 29.66 131,842

(Concluded)

41. PRE-DISCLOSURE OF ADOPTION OF INTERNATIONAL FIN ANCIAL REPORTING
STANDARDS (IFRSs)

Under Rule No. 0990004943 issued by the Finanaigk8/isory Commission (FSC) on February 2, 2010,
the Bank prepared its pre-disclose for the adopafoimternational Financial Reporting StandardR@s)
in the 2012 consolidated financial report as fobow

a. On May 14, 2009, the FSC announced the “Framevamrthe Adoption of International Financial
Reporting Standards by Companies in the ROC.” his framework, starting 2013, companies with
shares listed on the TSE or traded on the TaiwaT &rSecurities Market or Emerging Stock Market
should prepare their financial statements in acmd with the Regulations Governing the Preparation
of Financial Reports by Public Banks and IFRSs.RSE as used herein include the International
Financial Reporting Standards, International Ac¢mgnStandards (IAS), and International Financial
Reporting Interpretations Committee (IFRIC) Intetptions translated by the Accounting Research and
Development Foundation (ARDF) and issued by the.FSI® comply with this framework, the Bank
has set up a project team and made a plan to #uERSs. The implementation of this plan is led
by the IFRS project team. The main contents ofplh@ and schedule, and status of execution as of
December 31, 2012 are as follows:

Responsible
Contents of Plan and Schedule Department Status of Execution
1) Setting up a cross-functional project team IFRS project team Completed
2) Setting up a plan for IFRSs adoption IFRS project team Completed

3) Identifying differences between ROC GAAP anB8s IFRS project team Completed
4) ldentifying the consolidated entities IFRS project team Completed
5) Evaluating the effect of applications and exgoms IFRS project team Completed

based on IFRS 1 - “First-time Adoption of Interoatl

Financial Reporting Standards”
(Continued)
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Responsible
Contents of Plan and Schedule Department Status of Execution

6) Evaluating the adjustments that should be noade IFRS project team Completed
information systems

7) Evaluating the adjustments that should be noade IFRS project team Completed
internal controls

8) Selecting accounting policies based on IFRSs IFRS project team Completed
9) Selecting applications and exemptions basd#R68 1 IFRS project team Completed

10) Preparing an opening IFRS statement of findncia  IFRS project team Completed
position

11) Preparing the comparative financial statemfmt2012 IFRS project team Completed
12) Modifying related internal control systems (uting IFRS project team Completed
the financial reporting process and related infdroma
systems) and the operating manual
(Concluded)

The Bank and its subsidiaries have assessedstima¢ significant differences exist between ROC
GAAP and IFRSs, as follows:

1) Reconciliation of consolidated balance sheefdanuary 1, 2012:

Effect of
ROC GAAP Transition to IFRSs
Item Amount IFRSs Amount Item Note

Cash and cash equivalents $ 6,005214 $ (2,900) $ 6,002,314 Cash and cash equivalents 6) a)
Due from the Central Bank and 86,739,190 - 86,739,190 Due from the Central Bank and

other banks other banks
Financial assets at fair value 13,806,866 - 13,806,866 Financial assets at fair value

through profit or loss through profit or loss

252,233 252,233  Derivative financial assets for 6) 1)
hedging

Securities purchased under resale 850,505 - 850,505 Securities purchased under resale

agreements agreements
Receivables, net 20,855,894 1,094,919 21,950,813 Receivables, net 6) b), 6) c)
Discounts and loans, net 269,460,381 - 269,460,381 Discounts and loans, net
Available-for-sale financial assets 15,674,659 (729,247) 14,945,412  Available-for-sale financial assets 6) b)
Held-to-maturity financial assets 3,927,905 - 3,927,905 Held-to-maturity financial assets
Investments accounted for by the 2,474,458 (2,071) 2,472,387 Investments accounted for by the 6) d)

equity method equity method
Debt investments with no active 9,293,780 - 9,293,780 Debt investments with no active

market market
Other financial assets 2,884,083 (249,333) 2,634,750 Other financial assets 6) a), 6) I)
Properties 2,943,673 - 2,943,673 Property and equipment, net
Intangible assets 1,905,193 - 1,905,193 Intangible assets

- 1,098,026 1,098,026 Deferred income tax assets 6) c), 6) h),
6) )

Other assets 1,633,309 (1,080,548) 552,761 Other assets 6) 1)
Total $ 438,455,110 $ 381,079  $ 438,836,189 Total

(Continued)
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2)

ROC GAAP

Item

Due to the Central Bank and other
banks

Short-term loans

Financial liabilities at fair value
through profit or loss

Payables

Deposits and remittances
Bank debentures
Other financial liabilities

Other liabilities

Total liabilities

Capital stock

Capital surplus

Retained earnings
Equity adjustments

Cumulative translation
adjustments

Unrealized valuation gain on
available-for-sale financial
assets

Total shareholders’ equity

Total

Effect of
Transition to

IFRSs

Amount IFRSs Amount
$ 11,785,731 $ - $ 11,785,731
1,369,929 - 1,369,929
4,081,035 303,805 4,384,840
- 13,093 13,093
4,691,225 (195,905) 4,495,320
- 124,723 124,723
369,998,562 - 369,998,562
20,230,280 - 20,230,280
854,450 (13,093) 841,357
- 690,680 690,680
789,520 (379,819) 409,701
413,800,732 543,484 414,344,216
21,185,604 - 21,185,604
29,008 (9,302) 19,706
3,409,346 (145,697) 3,263,649
12,762 - 12,762
17,658 (7,406) 10,252
24,654,378 (162,405) 24,491,973
$ 438455110 $ 381,079  $ 438,836,189

Item

Due to the Central Bank and other
banks

Short-term loans

Financial liabilities at fair value
through profit or loss

Derivative financial liabilities for
hedging

Payables

Income tax payable
Deposits and remittances
Bank debentures
Other financial liabilities
Provisions
Other liabilities
Total liabilities
Capital stock
Capital surplus
Retained earnings
Equity adjustments
Exchange differences resulting
from translating the financial
statements of foreign
operations
Unrealized valuation loss on
available-for sales financial
assets
Total shareholders’ equity

Total

Note

6) b)
6)1)
6) 9. 6) 9),

6) )
6) 1)

6)1)
6) h), 6) )
6)9.6) 1

6) e)
6) k)

6) b)

(Concluded)

Reconciliation of consolidated balance sheeif &@=cember 31, 2012;

IFRSs

Effect of
ROC GAAP Transition to
Item Amount IFRSs Amount
Cash and cash equivalents $ 5,599,451 $ (2,900) $ 5,596,551
Due from the Central Bank and 82,818,608 - 82,818,608
other banks
Financial assets at fair value 16,110,835 - 16,110,835
through profit or loss
- 180,242 180,242
Securities purchased under resale 23,741,992 - 23,741,992
agreements
Receivables, net 20,726,506 54,676 20,781,182
Discounts and loans, net 280,219,426 - 280,219,426
Available-for-sale financial assets 11,865,864 - 11,865,864
Held-to-maturity financial assets 2,224,301 - 2,224,301
Investments accounted for by the 2,372,398 (3,850) 2,368,548
equity method
Debt investments with no active 10,713,828 - 10,713,828
market
Other financial assets 3,236,853 (177,342) 3,059,511
Properties 2,879,693 - 2,879,693
Intangible assets 1,868,048 - 1,868,048
- 912,046 912,046
Other assets 1,120,509 (894,437) 226,072
Total $ 465,498,312 $ 68,435 $ 465,566,747
Due to the Central Bank and other $ 11,674,958 $ - $ 11,674,958
banks
Short-term loans 969,980 - 969,980
Financial liabilities at fair value 3,745,032 - 3,745,032
through profit or loss
- 12,819 12,819
Payables 5,708,177 (147,806) 5,560,371
- 113,131 113,131
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Item

Cash and cash equivalents

Due from the Central Bank and
other banks

Financial assets at fair value
through profit or loss

Derivative financial assets for
hedging

Securities purchased under resale
agreements

Receivables, net

Discounts and loans, net

Available-for-sale financial assets

Held-to-maturity financial assets

Investments accounted for by the
equity method

Debt investments with no active
market

Other financial assets

Property and equipment, net

Intangible assets

Deferred income tax assets

Other assets
Total

Due to the Central Bank and other
banks

Short-term loans

Financial liabilities at fair value
through profit or loss

Derivative financial liabilities for
hedging

Payables

Income tax payable

Note

6) a)

6) 1)

6) c)

6) d)

6)a), 6))

6) c), 6) h),
6) )
6) 1)

6) 1)

6) ), 6) 9),
6) )
6) 1)
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3)

ROC GAAP

Item

Deposits and remittances
Bank debentures
Other financial liabilities

Other liabilities

Total liabilities

Capital stock

Capital surplus

Retained earnings
Equity adjustments

Cumulative translation
adjustments

Unrealized valuation loss on
available-for-sale financial
assets

Total shareholders’ equity

Total

Effect of
Transition to

IFRSs

Amount IFRSs Amount

$ 391,933,266 $ - $ 391,933,266
23,072,123 - 23,072,123
950,909 (12,819) 938,090

- 697,845 697,845

842,522 (426,677) 415,845
438,896,967 236,493 439,133,460
22,422,596 - 22,422,596
31,650 (9,302) 22,348
4,311,768 (158,756) 4,153,012
9,131 - 9,131
(173,800) - (173,800)
26,601,345 (168,058) 26,433,287
465,498,312 68,435 465,566,747

Item Note
Deposits and remittances
Bank debentures
Other financial liabilities
Provisions
Other liabilities
Total liabilities
Capital stock
Capital surplus
Retained earnings
Equity adjustments
Exchange differences resulting
from translating the financial
statements of foreign
operations
Unrealized valuation loss on
available-for sales financial
assets
Total shareholders’ equity

6) 1)
6) hy, 6) 1)
6)f),6) 1)

6) e)
6) k)

Total

(Concluded)

Reconciliation of the statement of comprehensigeme for the year ended December 31, 2012

ROC GAAP

Item

Interest income

Interest cost
Net interest income

Noninterest income and gains, net

Net service fee income

Net gain on financial assets and

liabilities at fair value through
profit or loss

Net gain on available-for-sale
financial assets

Investment loss recognized by
the equity method

Foreign exchange gain
Recovery of written-off credits
Others
Total noninterest income and
gains, net
Net profit
Provision for possible losses

Operating expenses
Personnel expense

Depreciation and amortization

Others

Total operating expenses
Income before income tax
Income tax expense
Consolidated net income

Effect of
Transition to
Amount IFRSs Amount
$ 9,539,494 $ 104,771 $ 9,644,265
5,560,748 (61,628) 5,499,120
3,978,746 166,399 4,145,145
1,997,581 (13,219) 1,984,362
1,027,270 43,346 1,070,616
310,517 (7,406) 303,111
(88,047) (1,328) (89,375)
21,830 - 21,830
1,274,721 (1,274,721) -
1,117,458 (45,240) 1,072,218
5,661,330 (1,298,568) 4,362,762
9,640,076 (1,132,169) 8,507,907
897,341 (1,155,087) (257,749
3,366,501 48,876 3,415,377
253,351 - 253,351
2,195,187 (13,219) 2,181,968
5,815,039 35,657 5,850,696
2,927,696 (12,739) 2,914,957
364,323 (131) 364,192
$ 2,563,373 $ (12,608) 2,550,765
(3,631)
(172,637)
(11,866)
(188,134)
$ 2,362,631
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IFRSs
Item Note
Interest income 6) c), 6) j),
6) 1)
Interest cost 6) i), 6) J)
Net interest income
Net service fee income 6) f)
Net gain on financial assets and 6) j)
liabilities at fair value through
profit or loss
Net gain on available-for-sale  6) b)
financial assets
Share of the loss of associates  6) d)
accounted for by the equity
method
Foreign exchange gain
Recovery of written-off credits ~ 6) I)
Others 6) c)
Total noninterest income and
gains, net
Net profit
Reversal of provision for possible  6) I)
losses and reserve for guarantee
obligations
Employee benefits 6) g), 6) h),
6) i)
Depreciation and amortization
Others 6) f)
Total operating expenses
Income before income tax
Income tax expense 6) c), 6) h)
Consolidated net income
Other comprehensive income
Exchange differences resulting frc  6) I)

translating the financial
statements of foreign operations
Unrealized valuation losses on 6) 1)
available-for-sale financial assets
Share of the other comprehensive 6) d), 6) I)
income of associates accounted
for by the equity method
Other comprehensive income for
the period, net of tax effect

Total comprehensive income for the
period



4)

5)

Special reserve from cumulative translation sitinents and unrealized revaluation increments at
the date of transition to IFRSs

Under Rule No. 1010012865 issued by the FSC onl &pr2012, the total amount of cumulative
translation adjustments and unrealized revaluatiorements credited to retained earnings should
be reclassified to special reserve. However,éfdmount of the increase in retained earnings that
resulted from all IFRSs adjustments is smaller tthi@namount of unrealized revaluation increment
and gain on cumulative translation differences tréseetained earnings, only the amount of the
increase in retained earnings that resulted franFRISs adjustments will be reclassified to special
reserve. Upon the use, disposal or reclassifisatib the related asset, the special reserve is
reversed to retained earnings on a proportionaes.ba

The Bank and its subsidiaries did not have anyalized revaluation increment and did not elect
the exemption to reset cumulative translation d#ffiee; thus, they did not reclassify any amount to
special reserve in the first time adoption of IFRSs

The elected exemptions under IFRS 1

An entity applying IFRSs for the first time to it®nsolidated financial statements should follow
IFRS 1 - “First-time Adoption of International Fimegial Reporting Standards.” Under IFRS 1, the
Bank and its subsidiaries should establish accogngolicies in compliance with IFRSs and
retrospectively apply those accounting policieptepare an initial balance sheet as of January 1,
2012, the date of transition to IFRSs. IFRS 1 tgrdéimited exemptions from these retrospectively
applied policies in specified areas. The Bank atzd subsidiaries elected the following
exemptions:

Business combinations

The Bank and its subsidiaries elected not to afffiRs 3 - “Business Combination” retrospectively
to past business combinations (i.e., those occurefore January 1, 2012). Thus, goodwill, other
assets, liabilities and non-controlling intereslated to past business combinations were recorded
in accordance with previous GAAP.

This exemption also applies to past acquisitiongneéstments in associates by the consolidated
entity.

Employee benefits

The Bank and its subsidiaries elected to recogalkeeumulative actuarial gains and losses in
retained earnings at the date of transition to KRS

Compound financial instruments

The Bank and its subsidiaries elected not to sépaf@ components of compound financial
instruments retrospectively because the liabildgnponent was no longer outstanding at the date of
transition to IFRSs.

The descriptions of the effects of aforementioneshgptions are shown in item 6) below.
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6) The descriptions of material reconciliation ikeon IFRSs transition

The material differences between the Bank anduibsigliaries’ existing accounting policies and the
accounting policies to be adopted under IFRSs sfellws:

a)

b)

d)

Time deposits with a maturity of more than thremnths

Under ROC GAAP, cash and cash equivalents incladh on hand, demand deposits, checking
deposits, time deposits and certificates of depgkith can be redeemed or sold immediately
without any loss of principal. Under IFRSs, caghigalents are investments that are readily
convertible to known amount of cash and which aigext to an insignificant risk of changes in
value. Therefore, only short-term investments thete a maturity of three months or less
from the date of acquisition normally meet the niéfin of cash equivalents under IFRSs.
Thus, time deposits with a maturity of more thaeémonths are reclassified as other financial
assets on IFRSs transition.

As of December 31, 2012 and January 1, 2012, thmk Bad its subsidiaries reclassified the
time deposits with a maturity of more than threenthe of NT$2,900 thousand to other
financial assets.

Regular way transactions

Under ROC GAAP, financial assets are recognized darkcognized using trade date
accounting except for government bonds, which aeasured at settlement date accounting.
Under IFRSs, financial assets in the same categboyld be recognized and derecognized
using trade date accounting. As of January 1, 2@kZounts receivable increased by
NT$1,033,052 thousand; available-for-sale finanagslets decreased by NT$729,247 thousand,
financial liabilities at fair value through profitr loss increased by NT$303,805 thousand; and
other accounts in shareholders’ equity decreasddT$7,406 thousand. As of December 31,
2012, no adjustments should be made. In 2012zeelbain on available-for-sale financial
assets decreased by NT$7,406 thousand.

Acquired receivables

Under ROC GAAP, receivables acquired by an asseagement company are accounted for
by the cost recovery method. Income shall notdm®gnized to the extent that the amounts
received exceed the carrying amount of the acquiesgivables. Under IFRSs, acquired
receivables are measured at amortized cost. #ttereome is recognizeasing the effective
interest rate over the relevant period.

As of December 31, 2012 and January 1, 2012, atswaneivables increased by NT$54,676
thousand and NT$61,867 thousand, respectively;defigired income tax assets decreased by
NT$9,295 thousand and NT$10,517 thousand, reseégtivin 2012, income tax expense and
other net income decreased by NT$1,222 thousandNagd5,240 thousand, respectively; and
interest income increased by NT$38,049 thousand.

Investments accounted for by the equity method
To comply with the requirements of IFRSs, the BanK its subsidiaries’ associates accounted

for by the equity method have also assessed theriaatlifferences between the existing
accounting policies and the accounting policiesd@dopted under IFRSs.
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f)

g)

h)

As of December 31, 2012 and January 1, 2012, imazgs accounted for by the equity method
were decreased by NT$3,850 thousand and NT$2,Gxisaind, respectively, to comply with
the requirements of IFRSs. In 2012, share ofdke bf associates accounted for by the equity
method and share of the other comprehensive inafrassociates accounted for by the equity
methoddecreased by NT$1,328 thousand and NT$451 thoussspkctively.

Capital surplus arising from equity-method irtuents

Under ROC GAAP, when an investor subscribes foint@stee’s newly issued shares at a
percentage different from its percentage of owriprghthe investee, the investor records the
change in its equity in the investee’s net assstsara adjustment to investments, with a
corresponding amount credited or charged to camtablus. In compliance with the
“Questions and Answers of IFRSs adoption” issuedhgyTaiwan Stock Exchange, the Bank
reclassified aforementioned capital surplus toimeth earnings. As a result, the capital
surpluses decreased by NT$9,302 thousand as ofribece31, 2012 and January 1, 2012.

Customer loyalty programmes

Under ROC GAAP, the liabilities arising from rewgpsdints are recognized when the reward
points are granted. Under IFRIC 13 - “Customergdly Programmes”, some of the
consideration received is allocated to award csedif he consideration allocated to the award
credits should be measured by reference to thieivddue and recognized as income when the
obligations to supply award is fulfilled.

As of December 31, 2012 and January 1, 2012, pegatdcreased by NT$73,244 thousand and
NT$106,517 thousand, respectively; other liabsitiedeferred income increased by NT$73,244
thousand and NT$106,517 thousand, respectively.20l®2, both other expenses and service
fee income decreased by NT$13,219 thousand.

Employee benefits - short-term accumulating cemsated absences

ROC GAAP does not address the treatment of compehstbsences. Companies usually
recognize the cost when absences actually occundetdFRSs, such cost is recognized when
employees render services that increase theitesnént to future compensated absences.

As of December 31, 2012 and January 1, 2012, adcexpenses increased by NT$38,569
thousand and NT$35,335 thousand, respectively. 20h2, salary expense increased by
NT$3,234 thousand.

Employee benefits - actuarial gains and los$éseodefined benefit plan

In compliance with 1AS 19 - “Employee Benefits” ahlRS 1 - “First-time Adoption of
International Financial Reporting Standards,” thenB had revalued its defined benefit plan.
As a result, accrued pension liabilities and deféincome tax assets increased by NT$212,468
thousand and NT$36,119 thousand, respectivelyf darmary 1, 2012. As of December 31,
2012, accrued pension liabilities and deferred nmedax assets increased by NT$206,048
thousand and NT$35,028 thousand, respectively. 2042, pension cost decreased by
NT$6,420 thousand and income tax expense incrdpshid$1,091 thousand.

Employee benefits - employees’ savings accowitts preferential interest rate
In compliance with IAS 19 - “Employee Benefits” atiflegulations Governing the Preparation

of Financial Reports by Public Banks,” the preféianinterest rate costs in excess of the
market interest rate costs is recognized as emplbgaefits expense.
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For the year ended December 31, 2012, the Banksfnsdbsidiaries reclassified interest cost of
NT$52,062 thousand, the preferential interest matexcess of the market interest rate, to
employee benefit expense.

i) Interest income and cost derived from finanaiatruments at fair value through profit and loss
(FVTPL)

Under IFRSs, items in the statement of other cohgmeive income are classified on the basis
of nature; thus, interest income and cost derivenh fiinancial instruments at FVTPL should be
reclassified as gain or loss on financial instruteext FVTPL.

In 2012, gain on financial assets and liabilitie$aér value increased by NT$43,346 thousand;
and the corresponding interest income and inte@stt decreased by NT$52,912 thousand and
NT$9,566 thousand, respectively.

k) Reconciliation of retained earnings

The differences between the retained earnings UR@E GAAP and those under IFRSs as of
January 1, 2012 were NT$145,697 thousand, maiskyited from (a) an increase of NT$7,406
thousand in regular way transactions; (b) an irsgeaf NT$51,350 thousand in acquired
receivables; (c) a decrease of NT$2,071 thousandviestments accounted for by the equity
method; (d) an increase of NT$9,302 thousand intadagurplus arising from equity-method
investments; (e) a decrease of NT$35,335 thousandniployee benefits - short-term
accumulating compensated absences; and (f) a decofdNT$176,349 thousand in employee
benefits - actuarial gains and losses of the défbenefit plan.

[) Differences in presentation
In compliance with Regulations Governing the Prafian of Financial Reports by Public
Banks, effective 2013, certain line items in thelabee sheet and the statement of
comprehensive income will be presented in accomlamith IFRSs on or after the date of
transitions to IFRS.

c. The above assessments are prepared in accomtahd@) the 2010 version of IFRSs translated ey t
ARDF and issued by the FSC and (b) the Regulati@meerning the Preparation of Financial Reports
by Public Banks amended and issued by the FSC coerblger 26, 2011. These assessments may be
changed as the FSC may issue new rules governsm@dbption of IFRSs, and as other laws and

regulations may be amended to comply with the regquents of IFRSs. Actual results may differ
from these assessments.

42. ADDITIONAL DISCLOSURES

a. Following are the additional disclosures reqllvg the Securities and Futures Bureau for the Bamk
its investees:

1) Financings provided: Nil
2) Endorsement/guarantee provided: Nil
3) Marketable securities held: Table 1 (attached)

4) Marketable securities acquired and disposeat abst or prices at least NT$300 million or 10% of
the paid-in capital:  Nil

-71 -



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

6) Disposal of individual real estate at priceableast NT$300 million or 10% of the paid-in capit
Nil

7) Service charge discounts on transactions witkted parties in aggregated amount of at leasbNT$
million:  Nil

8) Receivables from related parties amounting ttdeast NT$300 million or 10% of the paid-in
capital:  Nil

9) Sales of non-performing loans: Nil

10) Related information of investees on which thenlB exercises significant influence: Table 2
(attached)

11) Derivative transactions: Notes 6 and 34

12) Intercompany relationships and significantricdenpany transaction: Table 3 (attached)

Investments in Mainland China

1) Names of the investees in Mainland China, masiriesses and products, paid-in capital, method of
investment, information on inflow or outflow of d&, percentage of ownership, investment
income or loss, ending balance of investment, @it remitted by the investee, and the limit of

investment in Mainland China:  Nil

2) Significant direct or indirect transactions withe investees, prices and terms of payment,
unrealized gain or loss: Nil
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TABLE 1

FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

MARKETABLE SECURITIES HELD
DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars)

. , December 31, 2012
Security Issuer’s Market Value
Holding Company Type and Issuer of Securities Held Relationship with the Financial Statement Account Shares/Units Carrying Percentage of or Net Asset Note
Holding Company (In Thousands) Amount Ownership Value
Far Eastern Asset Common stock
Management Co., Ltd. Yuan Long Stainless Steel Co., Ltd. Equity-methotemves| Investment accounted for by the equity method 98,000 $ 796,544 49% $ 796,544
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FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIES

RELATED INFORMATION OF INVESTEES

DECEMBER 31, 2012
(In Thousands of New Taiwan Dollars)

TABLE 2

The Proportionate Share of The Bank and
Its Affiliates in Investees

Percefntage Total
. . . 0 . Investment Income
Investee Company Location Main Businesses and Prodts Ownership Carrying Amount (Loss) Recognized Present Shares Percentagg Note
(%) (In Thousands) Pro Forma Shares| Shares of _
(In Thousands) |[Ownership
(%)
Financial business
Deutsche Far Eastern Asset ManagemeniF, No. 207 Dun Hwa South Road, SSecurities investment trust funds 40.00 $ 159,846 $ (16,358) 12,000 - 12,000 0.0@
Co., Ltd. 2, Taipei, Taiwan
Far Eastern Life Insurance Agency Co., L&¢-3, No. 189 Yan Ping South Road,|Life insurance agent 100.00 356,360 292,067 3,000 - 3,000 1000
Taipei, Taiwan
Far Eastern Property Insurance Agency (&#-;3, No. 189 Yan Ping South Road,Property insurance agent 100.00 17,356 10,220 350 - 350 100.00
Ltd. Taipei, Taiwan
Dah Chung Bills Finance Corp. 12F, No. 116 Nanktagt Road, Sec|Underwriting, dealing and brokering of 22.06 1,416,008 72,190 95,524 - 95,524 .022
2, Taipei, Taiwan short-term bills
Far Eastern Asset Management Co., Ltd 4F-1, §@.2un Hwa South Road, |Purchase, evaluation, auction and 100.00 595,756 (134,933) 120,000 - 120,000 100.00
Sec. 2, Taipei, Taiwan management of creditor’s rights to
financial institutions
Far Eastern International Securities Co.,|51F, No. 7, Xinyi Road, Sec. 5, Taipekoreign securities broker, wealth 100.00 211,104 (20,990) 20,000 - 20,000 .200
Ltd. Taiwan management and offshore fund
consulting
Far Eastern Insurance Brokerage Co., Ltd. 51F,/N¥inyi Road, Sec. 5, Taipe|lnsurance brokerage 100.0p 4,686 1,693 900 - 900 100.00
Taiwan
Taipei Foreign Exchange Agency Co., Ltf8F., No. 400, Bade Road, Sec. 2, |Foreign exchange, cross - currency 0.40 800 - 80 - 80 0.40
Taipei, Taiwan swaps, etc.
Sunshine Asset Management Co., Ltd. 15F., No. R1i8,Hwa South Road, [Management of creditor’s rights and 3.46 2,073 - 207 - 207 3.4p
Sec. 2, Taipei, Taiwan rendering of commercial detective
services
Financial Information Service Co., Ltd. No. 81, lgang Road, Sec. 3, TaipeData processing service and electronic 1.14 45,500 - 5,119 - 5,119 1.14
Taiwan information supply
Nonfinancial business
An Feng Enterprise Co., Ltd. 3F., No. 139, JhengjRoad, Taipei, |[ATM maintenance, replacement and 10.00 3,000 - 300 - 300 10.00
Taiwan repair
ERA Communications Co., Ltd. 2F., No. 39, Rueiha&oraipei, Cable TV network offering news, variety  1.76 50,006 - 2,238 - 2,238 1.76
Taiwan shows, etc.
Yuan Long Stainless Steel Co., Ltd No. 28, Dayetls&oad, Kaohsiung,|Iron and steel rolls over extends and 49.00 796,544 (143,879) 200,000 - 200,000 100.00

Taiwan

crowding, and secondary processing
steel products

of
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FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY  TRANSACTIONS

YEAR ENDED DECEMBER 31, 2012

(In Thousands of New Taiwan Dollars)

TABLE 3-1

Transaction Details
Percentage of
No _ Consolidated
(Note a) Company Name Counterparty Flow of Transaction Financial Statement Account Amount Terms Net _Proflt or
Consolidated Total
Assets
(Note b and ¢)
0 Far Eastern International Bank Ltd.  Far Eastern Asset Management =rom parent company to subsidiary Deposits and remittances $ 14,157 e c Not -
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Deposits and remittances 401,356 ¢ Note 0.09
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Receivables 6,085 Note ¢ -
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Service fee income 160,298 Note c 1.66
Ltd.
Far Eastern Lifénsurance Agency CqFrom parent company to subsidiary Interest cost 4,636 Note ¢ 0.05
Ltd.
Far Eastern Property Insurance Ageiiepm parent company to subsidiary Deposits and remittances 18,328 ¢ Note -
Co., Ltd.
Far Eastern Property Insurance Ageffepm parent company to subsidiary Service fee income 2,305 Note c 0.02
Co., Ltd.
Far Eastern International Securities |From parent company to subsidiary Deposits and remittances 72,778 ¢ Note 0.02
Co., Ltd.
Far Eastern Insurance Brokerage CgErom parent company to subsidiary Deposits and remittances 1,977 ¢ Note -
Ltd.
1 Far Eastern Asset Management Cg-ar Eastern International Bank Ltd. From subsidiary to parent company h a@d<ash equivalents 14,157 - -
Ltd.
2 Far Eastern Life Insurance Agency  Far Eastern International Bdnk L{From subsidiary to parent company Cash and cash equivalents 401,356 - 0.09
Co., Ltd. Far Eastern International Bank Ltd. From subsidiary to paoergany Payables 6,085 - -
Far Eastern International Bank Ltd. From subsidiary to parent company | dvertsing expense 160,298 - 1.66
Far Eastern International Bank Ltd. From subsidiary to parent company | nteredt income 4,636 - 0.05
3 Far Eastern Property Insurance |Far Eastern International Bank Ltd. From subsidiary to parent company h a@d<ash equivalents 18,328 - -
Agency Co., Ltd.
Far Eastern International Bank Ltd. From subsidiary to parent company | dvertsing expense 2,305 - 0.02
(Continued)
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Transaction Details

Percentage of
No Consolidated
(Note a) Company Name Counterparty Flow of Transaction Financial Statement Account Amount Terms Net Profit or
Consolidated Total
Assets
(Note b and ¢)
4 Far Eastern International Securitied-ar Eastern International Bank Ltd. From subsidiary to parent company h a@dash equivalents $ 72,778 - 0.02
Co., Ltd.
5 Far Eastern Insurance Brokerage @i, Eastern International Bank Ltd. From subsidiary to parent company h a@dgash equivalents 1,977 - -
Ltd.
Note a: Transacting parties are identified as follows: Numbga@ent company; and number 1 and the following numbers - subsidiaries.
Note b: The ratio is calculated as follows: For asset anditygidcounts = Transaction amount/Consolidated total assets; anddare and expenses = Transaction amount/Consolidated net profit.
Note ¢c: The terms of intercompany transactions are not signifiadifférent from those to third parties.
(Concluded)
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FAR EASTERN INTERNATIONAL BANK LTD. AND SUBSIDIARIE S

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY  TRANSACTIONS

YEAR ENDED DECEMBER 31, 2011

(In Thousands of New Taiwan Dollars)

TABLE 3-2

Transaction Details

Percentage of
No Consolidated
(Note a) Company Name Counterparty Flow of Transaction Financial Statement Account Amount Terms Net _Proflt or
Consolidated Total
Assets
(Note b and ¢)
0 Far Eastern International Bank Ltd.  Far Eastern Asset Management =rom parent company to subsidiary Deposits and remittances $ 32,861 ¢ Note 0.01
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Deposits and remittances 327,440 ¢ Note 0.07
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Receivables 4,592 Note ¢ -
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Service fee income 65,657 Note ¢ 0.75
Ltd.
Far Eastern Life Insurance Agency (From parent company to subsidiary Interest cost 3,191 Note ¢ 0.04
Ltd.
Far Eastern Property Insurance Ageiiepm parent company to subsidiary Deposits and remittances 14,78( ¢ Note -
Co., Ltd.
1 Far Eastern Asset Management Cd=ar Eastern International Bank Ltd. From subsidiary to parent company h a@d<ash equivalents 32,861 - 0.01
Ltd.
2 Far Eastern Life Insurance Agency Far Eastern International Bdnk L{From subsidiary to parent company Cash and cash equivalents 327,440 - 0.07
Co., Ltd. Far Eastern International Bank Ltd. From subsidiary to paoemgany Payables 4,592 - -
Far Eastern International Bank Ltd. From subsidiary to parent company | dvertsing expense 65,657 - 0.75
Far Eastern International Bank Ltd. From subsidiary to parent company |Interest income 3,191 - 0.04
3 Far Eastern Property Insurance |Far Eastern International Bank Ltd. From subsidiary to parent company h a@dgash equivalents 14,780 - -
Agency Co., Ltd.

Note a:

Note b:

Note c:

Transacting parties are identified as follows:

The ratio is calculated as follows:

Numbgadent company; and number 1 and the following numbers - subsidiaries.

For asset and tiahitcounts = Transaction amount/Consolidated total assets; anddreiand expenses = Transaction amount/Consolidated net profit.

The terms of intercompany transactions are not signifiadifféyent from those to third parties.
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