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|. Message to Our Shareholders

Dear Shareholders,

First of all, I would like to thank you for
spending your precious time and coming to our Bank
to attend shareholders’ meeting. I would like to
express my appreciation to you on behalf of board of
directors and supervisors as well as the employee on
the bank. This year is very promising. As global
economic recovers, material prices go up, stock
markets in major countries are blooming, domestic
economic rejuvenates on the leads of real estate
market, domestic demands are increasing, and
international trend of economic is turning back
gradually. Out stock price rises from NT$4.47 in the
end of 2002 to NT$6.5 in the end of 2003. As of
February 20 this year, it reached its record high in
recent years at NT$11.6. In the meantime, on
February 26, Ministry of Finance acknowledged us
that supervisions on our board of standing directors
and post review on agenda of meeting of the board of
directors were removed. Such act has recognized the
results of our efforts on solid implementation of credit
authorization disciplines, improvements of credit
personnel quality, and management capability.

Looking back on last year, in order to actively
resolve problems of past-due loans and strictly
control credit risks, we have, in succession,
established 8 regional centers to centralize credit and
review tasks. In addition, our Bank has sold out
NTS5.1 billion of Non-Performing Loan assets (NPL).
Past-due loan ratio has dropped from 11.466% in
2002 to 9.792% in 2003. This year, efforts in
resolving issues pertaining to past-due loan ratio shall
be continued to reinforce by replacing Past-Due Loan
Center with Department of Debt Collection and Asset
Recovery, followed by establishing Legal and
Payment Demand Centers in each of all jurisdictions
of courts to improve payment demand effectiveness.
Other than these measures, the newly established
Customer Service Center may enhance our service
quality, and the Center is engaging with database
marketing on existing clients. In the future, we shall
proactively expand into general public consumer
financial market, to profit from charging service fees.
We shall also focus our operations on normalizing
operation, reducing ratio of NPL asset, further
enhancing development of financial products, and
increasing market share. We believe that TCB shall
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continue to grow stronger.

Because of the hardworking of our colleagues
and your support, all of our businesses are stably
growing. We sincerely look forward to your support
and encouragement, so that our determination of
growth shall be greater to accomplish another better

and newer 50 years.

This year, TCB shall expand into three major
business sectors including asset management, retail
financing, and institutional financing. Out primary
goal is to increase profits by charging service fees.
We shall also adjust branch location structure in order
to consolidate existing market of the four counties in
central Taiwan and increase market share. We have
filed application to Ministry of Finance to move some
of authorized branch offices to northern and southern
Taiwan, so that we may become a national bank. In
addition, we shall continue to proactively resolve
past-due loans, and strictly control credit
authorization to match standard set by government.
Meanwhile, in responding to intensive competitions
and ever-changing financial market, TCB shall adjust
product mix dynamically and accelerate on launching
all kinds of new financial products.

In the end, TCB shall continue to actualize our
belief in “Superior Service and Customers First” on
our customers, and demand our colleagues to follow
the idea of “Practical Operation and Proud of Our
Bank”. We shall seek for stable developments in all of
our business sectors, and forever provide the best
financial services to society. Please, honorable
shareholders, continue to encourage us, SO we
together may achieve great results and values, and
share with all of our shareholders.

Sincerely,
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1. Company Profile

1. Company History

Taichung Commercial Bank was formerly the
Taichung District Joint Saving Company that was
approved and established in April, 1953, and
operation began in August same year to serve its
members and clients. Its serving area covered
Taichung County, Taichung City, Changhua County,
and Nantou County. The Law of Banks was amended
promulgated in 1975. Thus the Joint Saving Company
was placed into banking system officially and
transformed to small and medium enterprise bank. In
order to comply with legal regulations and business
development, three years of efforts were invested and
the Bank was officially transformed to “Taichung
District Small and Medium Enterprise Bank™ in 1978.
In order to expand business scope and publicize its
capital, the Bank went public with initial public
offering stocks in May, 1984, and gradually
consolidated a firm foundation. In the beginning of
establishment, the capital was only NT$500,000.
Later on, several capital additions were implemented
to strengthen capital structure. Currently, the actual
capital amount is NT$15.38 billion.

50 years of relentless efforts of all of our
colleagues, our operation base has become stable
gradually, and business grows rapidly. Business
offices have increased from 5 branches in the
beginning, to 79 branches today. Our service network
has evolved from points to lines, and from lines to
island wide. So far, in addition to Trust Department,
International Banking Department and International
Finance Business Branch, there are also 8 designated
foreign currency branches to provide complete
commercial banking services to our clients. In recent
years, our Bank has experiencing growing business.
The Bank was officially changed to “Taichung
Commercial Bank” in 1998, declaring that the Bank

has became a nation-wide commercial bank.
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As for the future, the Bank intends to become a
diversified general bank. With supports from
shareholders, directors and supervisors, and the
relentless efforts of our colleagues, our business is
growing stably. We have also established
“customer-oriented” marketing strategy. Our values
are “Superior Service and Customers First” and
“Practical Operation and Proud of Our Bank”. We
shall continue to provide the best services to general

public.
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2. Company Organization
(=) BT
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(2) Board of Directors, Supervisorsand Key Managers

Dec. 31, 2003
Date of Current Shares of
Position Name . Duration | Shareholding Spouse and Education/Career
Appointment .
Minors
. . President,
Chairman Yu-fang Tsai 5/18/02 3 yrs. 14,602,106 3,403,453 Taichung Business Bank
Managing . . Executive Vice President,
Director Ying-yen Liao 5/18/02 3 yrs. 5,799,022 1,076,039 Taichung Business Bank
Managing . Executive Vice President,
Director Yun-liang Huang 5/18/02 3 yrs. 5,261,992 1,586,139 Taichung Business Bank
Managing . Ph.D., University of California in
Director Tze-min Yang 5/18/02 3 yrs. 11,502,934 1,587,473 Berkeley, USA
. . President,
Director Yu-chang Tsai 5/18/02 3 yrs. 6,000,320 27,000 Taichung Commercial Bank
. . . Director,
Director Teng-hsien Liao 5/18/02 3 yrs. 4,241,626 0 Taichung Business Bank
Director Chien-Huei Chen 5/18/02 3 yrs. 7,836,506 1,208,050 | Chiba University, Napan
. . Deputy Executive Vice President,
Director Ming-pen Chen 5/18/02 3 yrs. 339,894 55,551 Taichung Commercial Bank
Director Chuan-sen Wu 5/18/02 Jyrs. | 10,018,174 o | Manager of Securities Brokerage,
Taichung Commercial Bank
. Yu Tai Investment Co., Director,
Director delegate of Yu-tsung Tsai 5/18/02 3 yrs. 20,000,567 0 Taichung Industrial Co., Ltd.
Wei Dong Investment Director
Director Co., dﬂega?e of . 5/18/02 3yrs. 4,973,363 0 Taichung Industrial Co., Ltd,
Yueh-chiao Liu Tsai
Top Image Int’l Co., Ltd., Deputy Executive Vice President
Director delegate of Hsi-chin 5/18/02 3 yrs. 8,061,000 0 | of Personnel Dept., Taichung
Chou Industrial Co., Ltd.
Pan Asia Corporation,
Director delegate of Ming-shan 5/18/02 3 yrs. 7,385,000 0 [ President, Pan Asia Corporation
Chuang
Resident I Jung Investment Co. President
. . ’ 18/02 . 2 1 . o
Supervisor | delegate of Hsi-che Chen S/18/0 3 yrs 3,691,708 Taichung Business Bank
. . . Director
Pei- L 18/02 . 1 . .
Supervisor ei-yuan Lin 5/18/0 3 yrs 5,860,976 316,538 Da Yin Enterprise Co., Ltd.
Director
i Kuo-hsien H 18/02 . 4744 Lo
Supervisor uo-hsien Hung 5/18/0 3 yrs 5,474,407 0 Great Taipei Gas Company
. . Chief Auditor,
Supervisor Te-erh Liang 5/18/02 3 yrs. 346,572 94,322 Taichung Commercial Bank
. . Director,
President Yu-chang Tsai 6,000,320 27,000 Taichung Commercial Bank
Executive . . .
Vice Huei-Chao Yu 16.605 0 EX.GCUIIVG Vice Preslldent
. Taichung Commercial Bank
President
Executive Director
Vl'ce Ming-pen Chen 339,894 55,551 Taichung Commercial Bank
President
Executive Deputy Executive Vice President
Vice An-feng Lin 42,858 0| of Electronic Banking Dept.,
President Taichung Commercial Bank
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() Major institutional shareholders Dec. 31, 2003
Institutional Shareholders Major Shareholdersof Institutional Shareholders
Yu Tai Investment Co. Yu-fang Tsai, Yu-tsung Tsai, Tu-yun Tsai
Wei Dong Investment Co. Pang-tung Liu, Pang-liang Liu

Chen-kuang Chuang, Chi-ping Chou, Tzu-chien Chou, Paggy Chou,

Top Image Int’l Co., Ltd.
Po-lien Chou

I Jung Investment Co. Hsi-che Chen, Yi-jen Chen, Ching-shuang Chen Ting, Yi-te Chen

China Man-Made Fiber, Sheng Jen Knitting Factory, Chia Hung
Pan Asia Corporation
Investment Co., Ltd.
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3. Capital, Stock Shares, Corporate Bonds, Special Shares & Participation in the Issuance of Global
Depository Receipts, Stock Certificates and Treasury Stocks

(=)l g KRG
F RIEEE AR 15,380,144,000 7

; RS
q&]}j T [ TE — qg, s =
=gk 1) - _
g - — F JE TG at
S [ N ol f
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L».:<» 1,538,014,400 & — 1,538,014,400 & 0 9& 1,538,014,400 5&
?llﬁﬂg
(1) Capital & Shares:
Total Collected Capital: NT$15,380,144,000.00
Authorized Capital
Shares
Shares Issued Outstanding
Type Total
Listed Unlisted Total Shares
Nominal 1,538,014,400 1,538,014,400 0sh 1,538,014,400
— share
Common Shares shares shares shares
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(2) Issuance of Corporate Bonds, Special Shares and Participation in the Issuance of Global

Depository Receipts (GDR) and Stock Certificates
— Nil
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= EEEISI o flieg VAR fyRrE! 0 0
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(3) Operation of Treasury stocks Dec. 31, 2003
Buying Period First Time Second Time
Buvine Purpose Shares Transferred to Shares Transferred to
ymng Furp Employees Employees
Buying Period Nov. 29, 2000 to Jan. 28, 2001 Nov. 29, 2388;" Jan. 28,
Buying Section Price 2.57 ~10.00 2.28 ~10.00
Already Purchased Shares Type and Amount 0 Common Share : 30,760
Already Purchased Shares Amount 0 123,543,247 dollars
Already Managed Shares Transferred 0 0
Continually owned the company Shares 0 30,760
Amount
Continually owned the company Shares 0 0

Amount against total issued shares rate (%)

10
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II. Operations Profile

1. Contents of Business

The business items we serve are as follows:
1. Checking deposits
2. An assortment of other deposits
3. Corporate and consumer loans
4. Bills and notes discounting

5. Investment in government bonds, stocks and
short-term bills

6. Domestic remittances

7. Bankers acceptances

8. Issuance of domestic letter of credit
9. Domestic bank guarantees

10.Agent of collection and bill clearance
11.Rental of safety deposit boxes
12.Issuance of credit cards

13.Agent in the purchasing and sales of

marketable services

14.Margin loans and other short-sell stock

financing

15.Underwriter to various trust funds without
guaranteeing the collection of principle or

revenue

16.House trading on government bonds
17.Certification of bonds and stocks
18.Properties trust under writing

19.Dealer and broker for short-term securities

20.Safekeeping to businesses listed above

21.Export financing
22 Import financing
23.Foreign currency deposits

24 Foreign currency loans
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25.Foreign currency guarantee services

26.Purchase and sales of foreign currencies in

cash and traveler’s checks

27.0ffshore
deposits, loans, guarantees, export/import,

institutional and individual

and remittances
(2) Market and Business Activities

1. Market Status

[ ] Economic Growth

According to Chung-Hua Institution for
Economic Research, economic growth of 2003 is
estimated at 3.15%. Domestic economic was

stabilized in accordance with international economic.
Material prices rose, international orders increased,
and domestic real estate market rejuvenated.
Economic growth in Q1 was 3.53%, Q2 was -0.08%,
and Q3 was 3.24%. Such figures were better than
estimate. According to Chung-Hua Institution for
Economic Research, our domestic economic growth
in 2004 shall remain a4 4.74%.

[ ] Economic Trends

Overall economic index and various prosperity
index in 2003 were better than 2002. Among which,
consolidated prosperity index increased form 24 in
2002 to 33 in 2003. In the same time, prosperity
signal in 2003 turned from yellow blue in Q1 to blue
in April and May, and remained green from July to
November. It even turned to over-heat yellow red in
December. January this year still remained yellow
red. International economic is expected to continue to
recover, and our economic can also be expected to

recover gradually.

[] Gross Domestic Production

Taiwan’s Gross Domestic Production (GDP)in 2003
was NTS$10 trillion, an increase of NT$314 billion
compared to 2002. Per capita income
USS$13,157, an increase of US$241 compared to
2002.

was
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[ ] Consumer Price Index

Because economic trend began to recover
gradually, domestic prices were stable, and both
consumer and wholesale prices remained at 2002
levels. Wholesale Price Index in 2003 increased
2.36% from 2002.
decreased 0.28% from 2002, a fall in consecutive

Consumer Price Index in 2003

three years. In the beginning of 2003, wholesale price
index still grew slightly, and consumer price index,

too, grew slightly.

[ ] Foreign Trade

Sum of export and import trades in 2003 were
US§144.18 US§$127.24  billion,
respectively, 10.40% 13.08%,
respectively. Both grew greatly compared to 2002.

billion and

increased and
Annual trade surplus was US$16.93 billion, a minor
decrease of 6.29% compared to 2002.

[ ] Industrial Output

As global economic trend recovered in 2003,
our domestic manufacturing industry production
index slightly increased by 5.42%. This year, as
global economic slowly recovered; our manufacturing
industry is expected to grow in accordance with

stabilizing domestic demands.

[ ] Banking Development

1. Money Supply: In last year, annual growth rates of
MIA, MIB, and M2 of money supply were
11.28%, 11.82, and 3.77%, respectively. Among
which, M1A and M1B had higher annual growth
rates, and deposit clients to reduce time deposits

and foreign savings.

2. Interest Rates: Currency policy remained loose,
and caused domestic interest rate remains low.
Interest rates of all lengths of time deposits, Prime
Interest Rates for loans, discount rate, and

Interbank Offered Rates were all down to lowest

levels over recent years.
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3. Exchange Rate: US dollar had week performance,
and caused exchange rate of NT dollar to US
dollar to rise high from NT$34.8 to US$1.0 to
NT$33.80 to US$1.0 in October. In the end of
2003, the exchange rate was NT$34.42 to US$1.0,
an increase of 0.46% compared to same period in
previous year.

On the other hand, Euro dollar maintained its
rising trend in 2002. The exchange rate rose from
EURE 1.0 to NT$35 in the beginning of 2003, to
EUR € 1.0 to NT$42 in the end of 2003.

2.Business Status
[ ] Saving Operations

In 2003, despite domestic industries had minor
recovery, however, interest rates for savings remained
low still. In addition that TCB watched closely on
market movements and took interest rate adjustments
on savings and loans dynamically, also increased
income from charging service fees and managing
capital surplus as focal points of business.
TCB periodically
campaigns on domestic/overseas mutual funds and

In business, launched
insurance products, and expected to digest capital
surplus from large amounts of deposits.

As of the end of 2003, TCB had total
NT$221,996,530,000 n savings, increased
NT$14,723,560,000 compared to 2002. The growth
rate was 7.10%. Among which, checking accounts
totaled NT$83,044,800,000 or 37.4%1 of total
deposits. (Checking accounts included checking
of NT$3,296,920,000,
including current foreign deposits of
NT$26,315,000,000, and passbook saving deposits of
NT$51,947,040,000.) Time deposits  totaled
NT$138,951,740,000, or 62.59% of total deposits.
(Time Deposits deposits  of
NT$24,031,250,000, and time saving deposits of
NT$114,920,490,000.)

deposit current deposits

included time
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[ ] Loan Operations

Because war in Iraq and SARS disease broke
out in the first half of last year were controlled
that shocked global economic
were minimized. Therefore, started from the second

quickly, damages

half of last year, US economic lead in economic
recovery, followed by strong bouncing pf Japan,
China, and other major Asian economic entities that
drove European countries to got away from stagnant
economic
stronger significantly. In domestic economic, because
all-around global economic trend started to recover
and encouraged by appearing boom effects from
such as

situation, s global economic became

government industries
manufacturing, export, and financial were performing
better and better. Therefore, there would be quite a

space for loan business in the future. In addition to

maneuverings,

promote strategic loans such as loans for small and
medium businesses to upgrade and favorable loans
for with
Development Fund of the Executive Yuan to help
traditional small and medium businesses to upgrade

traditional industries in accordance

and transform, TCB also extended contract of
“Supplementary Home Loans for Laborers” with the
Executive Yuan, continued business operation of
“Added NT$200 Billion for Extended Favorable
Home Loans Project” in joint efforts with the Central
Bank of China. In the same time, TCB launched
“Micro-Business Entrepreneur Loan” in comply with
unemployment rate reduction policy of central
government. Also, in order to conform to evolving
trend of financial products, TCB especially launched
“Interest Rate Index Home Loan”
2002, and “Financial Management Index Home
Loan” in February, 2003. To celebrate the 50®
anniversary of TCB, the Bank launched “the 50"
Anniversary and Repay Shareholder Favorable
Measures” in May, 2003.

In order to improve operational processes of
both credit check and authorization, TCB had
established 8 regional centers according to regional
These

centralize regional loans businesses to achieve

in September,

characteristics. centers are designed to

standardized business process and professionalize

operations.



BobZ e T F &R b SRR AR ER R
147,643,064 F7 o WEHYREAS 347 - il B
WS TR 372,463 [T o fTRABYHE E 0
0.25% : aagzt@%a(r[ﬁgw&)&: 55,348,818 (F7 - {ff
AR E Y 37.49% F[Iﬁﬁﬁ?ﬁ'(ﬁ%ﬁi)%
37,520,787 (¥ » [AUBVEE(18E 25.41% : SHTHY
H(A#HMOYD 54400996 (77 » (HAITE 1145
36.85% ° MERTRI BN 2 > BlE K fﬁ?lWﬁ'H’ﬂ £
15.17% » FHEK [ﬁﬁﬁt’vﬁ F“Iﬂ1E 2.47% » 45555 zr

=1 ﬁb%%ﬁ?”f?ﬁ PERIRY 4.42% 0 S
o A T < (e
IR 68.69% - ZEFT AR [ ARVR E (7 £
0%%,$ﬁ£ﬁmWﬁEm%&%%vﬁiwj
THRIVH (AR R 0.14% - BUMREY K {fiFe
SR8 0.22% Sy » 73 (5 (R
FETEE 0.69% » s T Aokl 3 A b ik =13 13
on%’%yVW$WﬁFﬂt0M%’ﬁﬁ%%
R = ]ES 2.03% -

L AR BAIRRTE F0VB 9 UL & 905
B o] T RET R O B

B bl ~ TSGR~ IR 1S B LS
B i 357 RS B (R A
R Flir"ﬁ# TAFIERT oG]
— BRI A PMEEF S T A IE'JJ;*'IE'FI’JH
Jer o R 21.5% o Ay HEE T e
’J“FJJ*“I*FI P TR

2. Jf R BEFRTERE S UL & 0% -

PRI T E AR TS AR B
Jed = ﬁpﬁtﬁﬂhi‘% A S BIE S A A BV ING
M~ I 22 B 2 il (5 220 78

L

%L_Z‘k EH Ir[ubﬁ?éﬂt %/F ’TJ’SL 4 = S
Fifud + F_ TR R H T = ﬁr

P -

16

As the end of 2003, the total amount of loan balance
was NT$147,643,064,000. As for the structure of
loans, foreign currency purchase, overdraw, and
import/export totaled NT$372,463,000, or 0.25% of
total loans. Short-term loans (including guarantees)
totaled NT$55,348,818,000, or 37.49% of total loans.
Mid-Term loans (including guarantees) totaled
NT$37,520,787,000, or 25.41% of total loans.
Long-Term loans (including guarantees) totaled
NT$54,400,996,000, or 36.85% of total loans. As for
the subjects of loans, manufacture industry took up
15.17%, construction took up 2.47%, wholesale,
retail, and hospitality took up 4.42%, finance,
insurance, and real estate took up 1.74%, personal
took up 68.69%, non-business institutions took up
0.06%, service industry took up 3.46%, mining and
earth extravagations took up 0.14%, agricultural,
forestation, fishery, and livestock took up 0.22%,
transportation, warchousing, and telecommunication
took up 0.69%, energy fuel took up 0.17%, financial
security took up 0.74%, and government agencies
took up 2.03%.

[_] Trust Operations

1. Designated Purpose Trust Capital Investments on
Foreign Mutual Fund Businesses

As of the end of 2003, TCB was the
correspondent bank for 357 mutual funds from 15
foreign mutual fund companies including Jardine
Fleming, Fidelity, Allianz Franklin
Templeton, ACM, AMEX, , and Swiss Bank. Total
balance of trust was NT$7,831,082,603, an increase
of NT$1,403,205,599, or a growth of 21.5%. Income
from service fee totaled NT$38,797,685.
2. Designated Purpose Trust Capital Investments on

Dresdner,

Domestic Mutual Fund Businesses

Such business started officially in January 2003.
As of the end of 2003, TCB represented 220 mutual
funds from 22 domestic mutual fund companies such
as Fidelity, International Investment, Yuanta, ING,
Allianz Dresdner, and Iardine Fleming. Total balance
of trust was NT$1,371,961,000. Income from service
fees was NT$532,909.
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3. Certification of Securities Business

Total income from certification of securities in
2003 was NT$1,482,095,000, a decrease of
NT$728,255,000 from NT$2,210,350,000 in 2002.
Number of total cases processed was 73, from which
service fee income was NT$421,389.
4. Insurance Trust Business

From the starting of “TCB Golden Baby
Protection Insurance Trust Program” in February,
2003, to the end of December 2003, there were total
425 cases received with total valid insurance amount
of NT$476,000,000.

[ ] Consumer Banking Services:

Consumer finance business was receiving more
attention among financial institutions then ever.
Banks raced to point their direction of business
developments and operation to consumer finance in
order to make short-term profit, attract clients, and
establish enterprise image. TCB therefore established
Consumer Finance Department in November 2001
that specialized on consumer loans and credit cards
businesses.

As of the end of 2003, total number of credit
card issued by TCB was 425,717, an increase of
145,219 compared to the end of 2002. The growth
rate of card issuing was 51.77%. Total number of card
in use was 293,732, an increase of 117,733, or a
growth rate of 66.89% compared to the end of 2002.
Consumption 2003 totaled NTS$
2,762,350,000. Income from Interest of balance
totaled NT$104,800,000. Income from service fees
was NT$59,050,000, in increase of NT$400,000 or a
growth of 0.69% compared to 2002.

Credit card had been an indispensable paying

amount in

tool for consumers. In order to increase added values
of credit cards, TCB continued to launch and develop
programs such as (1) launched “Hot Spring, Travel,
and Gourmet Handbook™ to provide superior quality
of services to card holders; (2) launched promotional
campaign of “Joy to Card Holders Triple Benefits”
that first benefit was “7-Eleven Gift certificates upon
“Recreational

Approval”, the second benefit was
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Vehicle and Plasma TV Lucky Draw for Using Card”,
and the third benefit was “Free Night at the Lalu
Hotel and Far Eastern Plaza Hotel for Using Card”;
(3) issued limited edition of “Ma-Tzu Buddhism
Card” blessed by Jhen-Lan Temple

(4)formed strategic alliance with Traffic and Tour

in Da-Ja;
Bureau of Taichung County Government and
positioned TCB credit card as the “Discount Card for
Leisure and Travel”; (5) promoted with joint efforts
from Nanshan Life to increase card market share and
amount charged; (6)allowed using TCB card to pay
personal income tax, land tax and other taxes to greet
consumer needs and increase market share.

As the end of 2003, total balance of consumer
loan at TCB was NT$1,746,860,000, an increase of
NT$695,300,000 or a growth rate of 66.12%. As the
end of 2003, consumer loans took up 1.05% of total
loans at TCB. Such ratio and amount were expected
to increase in future years so that income from service
fees and interests might increase to achieve better
profits.

Due to competitions in consumer finance
market, and to satisfy clients’ needs of small amount
credit loans, TCB launched “Tsai-Ji-Bao Cash Debit
Card” in June 2002. “Tsai-Ji-Bao Cash Debit Card”
provided clients an efficient personal financial
management tool by combining “Financial
Management”, “Instant Cash”, and “Convenience” in
one debit card. Products from TCB were bundled into
this debit card to increase uses of available balance.
As the end of 2003, total 118,808 “Tsai-Ji-Bao Cash
Debit Cards” were issued with accumulated income
from service fees and interests of NT$89,730,000, or
1.09% of bank-wide total income service fees and

interest.

[ ] Securities Brokerage Operations

TCB had three security brokerages that engaged
in brokerage businesses in listed and OTC stocks.
Total sales of security brokerage business in 2003 was
NT$30,979,191,000, and income from brokerage
service fees was NT$44,676,000.
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[_] Foreign Exchange Operations

Global economic trend in 2003 was turning up
slowly from bottom of trench. As international trend
recovered stronger and growing amount of world
trades, domestic trend also responded with growth.
International trades were growing stably. Foreign
exchange business at TCB was also growing stably.
Encouraged by the opening policy on cross-strait
issues, Taiwan-Mainland China financial businesses
had gradually became a major goal of foreign
exchange businesses and future development. In order
to expand scope of services, TCB had developed
transfer/exchange relations with various banks in
Mainland China.

As of the end of 2003,

designated foreign exchange units that TCB had

in additions to 8

established, a;; 79 branches in Taiwan were available
for “Buy/Sell of Foreign Notes and Travelers’
Checks”

services, transfer/exchange banks were available in

businesses. In order to provide faster

major financial cities in five continents. In respond to
the new TCB
foreign exchange computer system became online

future trend of financial business,

and operational on Sep. 1, 2003. Regional Centers of
Foreign Exchange Business also started on Jan. 1,
2004 for
operational cost, better foreign exchange services,

higher operational efficiency, lower
and greater market share.

Foreign exchange deposite balance in 2003
totaled US$99,589,000, an increase of NT$9,830,000.
of foreign currency totaled
US$105,682,000, an increase of US$10,730,000 from
2002. Actual processed amount of foreign exchange
businesses totaled US$389,773,000, or 16.4%. Actual
amount of outbound/inbound business processed was

US$1,987,595,000, or 83.6%.

Balance loans
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[ ] Business turnover compare list in the recent two years:

e Svife

/ Unit: NT$1,000

o 92 F I FMETEI 91 = i FHiEi bl . s e
RSNY TETE | =NFLIEE NI E Tht ks I H = [esdhe
Fi ?‘;eri[ : Projected Figures for the End| Projected Figures for the End 923 ~D'9f1feren)_§e’ : Ggri}('):\idfl R:jte
of Year 2003 of Year 2002 ' v
R . 221,996,530 207,272,970 14,723,560 7.10%
Deposits
Feky 147,643,060 134,303,080 13,339,980 9.93%
Loans
9B ) o
Foreign Exchange (USS) 2,377,370 1,869,173 508,197 27.19%
RN M T S
I .JJFF{?f}Ejl—'FE‘V(J.F) 293,732 175,999 117,733 66.89%
redit Card in Circulation
AN
IZF'J[ fl < . 14,801,200 6,245,337 8,555,863 137.00%
Marketable Bills & Securities
Ve H [ B &
15t "[f'J - 7,831,082 6,527,870 1,303,212 19.96%
Overseas Mutual Funds
ERNCE S
3. Employment
= _
Vear Jef - =g Jf = =%
o 2002 2003
B! Ttem
TR
Full-Time 1,907 1,937
RN TN T
E*[[— g Janitor/Courier/Temp 7 102
Number of e F[‘ < 4
Empl e
rployees Part-Time at Counters 1 32
2~ =
fi ol 1,995 2,071
Total
Ny B F s
Average Age 35.9 35.9
- qI;J/ By FORY 11.7 11.8
Average Years of Service ' )
g - 4
Master 33 0
N 448 38
. < o 5
ST Bachelor
1 B
Academic ollege 1,016 1,004
Background ﬁ,’ | FI1
High School 453 447
e
Under High School 43 42
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4. Management-Labor Relation

Employee Union at TCB was established in
1999. In order to balance business development and
employee rights, bilateral meetings were held
frequently between company and union to review
in-force laws and regulations. Employees were
required to join union according to regulations for
union to develop better. Management-Labor relation
was harmonic, and bilateral meetings were called
frequently. No dispute occurred in recent years, or
Such relation condition was

any loss/damage.

expected to continue.
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5. Fixed Assets and Other Real Estates; Fixed Assets with Cost to Acquisition Reached 1% of Actual Capital or

NT$50 Mil. and Above

(=) Frepev 92.12.31
(1) Own-Assets Dec. 31, 2002
. . e | SVEHETY . E [ 8T F IR EREE . REF[ L
E};ir;-jz%/:sﬁ ?éfli EQ\%}; Date O,rFiLgtilrfll:liysost Rf—EEL/alua;%ed Balance Before I%I:ej d[?]:];? VEPY '[“F“Jlifi
Acquired Gained Value Depreciation Pledge/Limit/
Others
NTES S + By &= 2 84.04.21 66,800,000.00 66,800,000.00| AFES & Nil
Land Piece Da-Ya Branch
Da-Ya Branch S 1 84.04.21 | 107,457,928.00 89,176,949.00 =
Building | Unit Bank Use
[ [#Eri= + By ar 3 79.05.02 58,766,234.00 58,766,234.00| [ [Fri 5 & Nil
Land Piece Nei-Sin Branch
Nei-Sin Y ES i 1 90.11.28 24,293,101.00 22,619,994.00 Fﬁ Bank Use
Building | Unit
NG + By AT 5 77.04.16 56,980,200.00 56,980,200.00, N5 & Nil
Land Piece Tai-Pin Branch
Tai-Pin i E 1 79.09.23 75,060,531.00 55,945,320.00 [’?ﬁ Bank Use
Building | Unit
:I“‘E"Iﬁ‘ﬁ}‘ . By AT 1 82.08.09 30,387,000.00 30,387,000.00 :I“‘E"UH‘ . Nil
Land Piece N. Yuan-Lin
Branch
N. Yuan-Lin % A 1 82.08.09 56,477,512.00 39,117,438.00| 75 i+ {’?rf[ Bank
Building | Unit Use
fiH'?fF?? . By & 1 83.03.08 16,072,000.00 16,072,000.00 ’F}HI&F = Nil
Land Piece Taichung Port
Branch
Taichung Port I 1 83.03.08 68,670,822.00 54,015,847.00( 75 = {';rf[ Bank
Building | Unit Use
[Fuf;’? i + By ar 7 68.12.27 50,911,477.00 50,911,477.00 [FU_'*J’} = & Nil
Land Piece Hsian-Shan
Branch
Hsian-Shan %/ ES i 1 75.12.15 16,878,329.00 11,484,557.67 Fﬁ Bank Use
Building | Unit
FTIFT;J i + By AT 5 80.05.09 78,421,612.00 78,421,612.00 E“IF“IJ’? = & Nil
Land Piece Si-Tun Branch
Si-Tun i E 1 82.09.18 35,148,145.00 28,523,423.00 [’?ﬁ Bank Use
Building | Unit
P‘I’F'\,HI;‘}‘ . By AT 1 84.12.01 83,877,536.00 83,877,536.00 E‘I’F]HI & Nil
Land Piece West Taichung
W. Taichung A 1 84.12.01 | 145,473,771.00 121,945,502.00| 53 i {’?rf[ Bank
Building | Unit Use
VPHuss = + By & 2 77.03.11 36,628,007.00 36,628,007.00(  IpHuIT = £ Nil
Land Piece Sha-Lu Branch
Sha-Lu = I 1 77.03.17 15,474,251.00 4,585,791.00 Fﬁ Bank Use
Building | Unit
nAURIES + By ar 1 85.05.31 | 204,750,000.00 204,750,000.00| A7 [73= & Nil
Land Piece Sun-Shan
Branch
Sun-Shan Y ES i 1 85.05.31 | 130,146,382.00 110,452,202.00 Fﬁ Bank Use
Building | Unit
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s epn | pee | g |0 gy | PRI ) AATRERR ) | RIS
Name of Asset Unit Qty Date Original Cost Re-Evaluated | Balance Before Used By S [?] 5!
Acquired Gained Value Depreciation Pledge/Limit/
Others
AARSANE + By AT 1 89.04.25 67,200,000.00 67,200,000.00| £ T & Nil
Land Piece Sun-Ju Branch
Sun-Ju e A 1 89.04.25 95,474,462.00 88,023,032.00 :’?rf, Bank Use
Building | Unit
Eﬁjﬁ;’? = + By &= 1 87.02.12 55,521,881.00 55,521,881.00 ﬁqﬁ;’} = & Nil
Land Piece Nan-Tun Branch
Nan-Tun = S 1 87.02.12 47,236,959.00 42,334,925.00 Fﬁ Bank Use
Building | Unit
%J“Tﬁ? i + By = 2 80.04.10 38,310,000.00 38,310,000.00| — = = fEIHTF & Nil
Land Piece 1-3 F1 On-Lease
N oo i 1 80.04.10 | 37,391,967.00 27,476,097.00| 1=~ A&l
Old Office ofBuilding | Unit 4-5 F Unsued
Nan-Tun
Branch
L2200 + el 3 78.07.27 51,631,172.00 51,631,172.00|  FHIH = & Nil
Land Piece Nan-Yan Branch
Nan-Yan % = 1 81.11.27 29,560,874.00 23,641,533.00 {’?ﬁ Bank Use
Building | Unit
el m # 4 By AT 6 80.10.22 50,705,824.00 50,705,824.00 FHEJ‘FEH Unused & Nil
"% 134,136 5% Land Piece
#134, #1306,
Hua-Shan Rd,
Changhua
City
(CRUHEE ™5 % A 1 80.10.22 22,995,086.00 15,060,549.00
) ff[ ) Building | Unit
Original S.
Changhua
Branch Office
;a‘l’fﬁ;'? = + By &= 1 86.04.08 | 78,143,373.00 78,143,373.00 ;Efl’fﬁ;'} = £ Nil
Land Piece Jun-Gon
Jun-Gon Y ES i 1 88.12.08 | 37,371,432.00 34,625,598.00 FFA’, Bank Use
Building | Unit
E.’I’H‘ﬁ? s + By o= 3 73.08.29 | 36,735,135.00 | 20,019,915.00 56,755,050.00 E,'I’r"l‘i} i~ & Nil
Land Piece Yuan-Lin
Branch
Yuan-LIn t{,’ E 1 75.09.15 | 22,731,606.00 14,802,483.00 {’?ﬁ Bank Use
Building | Unit
TR 55 + By AT 11 88.08.18 | 37,106,379.00 37,106,379.00|  fHif] 55 7 & Nil
Land Piece Shen-Gang
Shen-Gang &/ A 1 88.08.18 25,877,517.00 23,836,584.00 :’?rf, Bank Use
Building | Unit
=555 + By AT 7 78.06.26 69,607,433.00 69,607,433.00 [ & Nil
Land Piece 7 ]Chien-Sin
Branch
Chien-Sin = I 1 79.09.22 9,582,960.00 5,489,330.00 Fﬁ Bank Use
Building | Unit
H ST + By & 3 80.06.20 43,615,000.00 43,615,000.00|  HHEH5 & Nil
Land Piece Chon-Deh
Branch
Chon-Deh g E i 1 80.06.20 70,463,169.00 53,793,959.33 FFA’, Bank Use
Building | Unit
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Name of Asset Unit Qty Date Original Cost Re-Evaluated | Balance Before Used By S [?] 5!
Acquired Gained Value Depreciation Pledge/Limit/
Others
AR + Bylo&r 2 80.06.29 49,817,256.00 49,817,256.00|  J&i=" 577 & Nil
Land Piece Tan-Tzi Branch
Tan-Tzi e A 1 83.07.19 30,309,094.00 24,813,348.00 :’?rfl Bank Use
Building | Unit
AT + By &= 1 80.06.26 40,000,000.00 40,000,000.00] TSI E & Nil
Land Piece Da-Ju
Da-Ju = 2@' ?f’ﬁil 1 87.05.16 41,744,660.00 38,700,780.00 f’;ﬁ Bank Use
Building | Unit
A5 + ByoaT 2 80.07.29 25,094,888.00 25,094,888.00 N3 & Nil
Land Piece Da-Du
Da-Du e ES i 1 81.10.25 36,450,568.00 27,945,102.00 Fﬁ Bank Use
Building | Unit
LA RS 4 B Z 4 42.08.01 4,503,955.10 91,567,700.00 96,071,655.10] A~ NFR . Nil
il Land Piece HQ-Min-Tzu
HQ-Min-Tzu % = 1 98,146,758.70| 24,227,325.00 46,269,972.00| “H&} {’?f{ Bank
Building | Unit Use
LR A A Bylo&r 4 66.07.27 32,531,883.00| 27,960,800.00 60,492,683.00] i S fE & Nil
oAl Land Piece HQ-Min-Chuen
HQ-Min- e A 1 199,272,671.50| 78,427,972.00|  131,857,236.00| &} {’?rf{ Bank
Chuen Building | Unit Use
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92.12.31

T pRCEH
) i Dec.31, {7
(2) Items on Pledge

2003 Unit: NT$
A R |
o | me | owe | owepm | fugmg | PRI e (S

Name of Fixed Asset Unit Q’ty Date Acquired Original Cost Balance Before Used by 5
Depreciation Pledge/Limit/
Others
1y E1n 3 88.02 144,320,000.00|  144,320,000.00| #5311

Land Piece Partially Z Nil

Hsiao Liang, 4 & fif 2 8,031,534.00 6,757,716.00] On-lease

Fei-Bi Building | Unit

ESENIPE Y + e/ 1 3 88.05 174,988,141.00] 174,988,141.00| 555 {17

Land Piece Partially & Nil

Hsin-Chuen ey i 7,421,166.00 3,957,956.00f  On-lease

Transport Building | Unit

l~ f’ifﬁ#,iat' 4By =1 8 89.09 131,740,000.00]  131,740,000.00| #5575 &7

Land Piece Partially & Nil

Guo-He Foods /% it 5 33,711,555.00 30,199,931.00f On-lease

Building | Unit
EAVE L Fljijt 4By =1 3 90.05 38,600,000.00 38,600,000.00 Eﬁ’fgf Unused

Land Piece & Nil
Jin-Shu Co. Ltd. %% il 2 14,373,315.00 13,650,126.00

Building | Unit

'a"?f@ F%ii + By =T 91.05 6,280,000.00 6,280,000.00 ?ﬂf GyeEs!

Land Piece Partially " Nil

Tsong-Tan ey fif 59,021,725.00,  57,200,066.00  On-lease

Construction Building | Unit

iﬁ]E'*ﬁ}i?ﬁ 4By =1 91.10 77,000,000.00 77,000,000.00 ’ﬁﬁ“'ﬁéf Unused

Land Piece Nl

Lu-Li Hotel ey i

Building | Unit
%5];@[;5& 4 =4 92.01 82,097,640.00 82,097,640.00 Zi“’}%' Unused
Land Piece & Nil

Lei-Li ey it

Construction Building | Unit

$$4\’F%9' 4By =1 91.01 31,728,000.00 31,728,000.00 2:’?[' Unused

Land Piece & Nil

Shen-Da ek il 89,093,722.00 85,793,956.00

Electronic Building | Unit

ﬁ?ﬁ'ﬂﬁ 4 T 91.08 32,024,000.00]  32,024,000.00| 7' On-Lease »

Land Piece = Nil

Jin-Sheng ey fif 112,642,815.00|  109,687,676.00

Development Building | Unit

A ¢ 4 =4 4 92.02 49,870,000.00 49,870,000.00 ’ﬁﬁ“'ﬁéf Unused

Land Piece & Nil

() » ﬁJ ey i 1 4,981,026.00 4,798,391.00

Ai-Wan Industry Building | Unit
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o FEHFEYEL S 0\ 6. Invested Enterprises

92 12 31 \ Dec. 31, 2003
fTeb 7T\ Unit: NTS1,000
R &y EJQ.I'EF o~ ) ﬁ%% 925 1 LYy }jﬁ?J,:
—— S RUEH | i Shareholding @i il 4 Current Returns | Fil1&(7]
Major  |Investment TERUIR) | 1t Market o (AR | A Brde
Co. Name Business Cost 5:111; No. of | =] \KI:)i‘th Value A;::;:;g Gain/ Stock Shares
Shares | (%) Loss Div. Held
T’}ﬁ%‘al‘?j%“l[’ﬁ\ B &l 20,000( 20,000{2,000,000{ 0.99| 19,530 - YA
AR SRS
Debt instruments |Debt
Depository and |instruments ) )
Clearing Co. depository
Taiwan
’F,}F]I@%;il Téﬁﬁgjﬁi 15,000f 2,892(1,500,000{30.00| 2,906 - Ry A -
TORE |
Taichung Real Real estate
Estate management ) )
Management
Corporation
fi?ﬁ%ﬁ%ﬁlfﬁi RNl 806 806| 199,618 0.08| 5,642 - Ry AR -
U T o
Taiwan Securities
Securities depository - 220
Central
Depository
Co.,Ltd
’F}?ﬁjﬁ\ﬁ‘}ﬂﬂ‘ﬁ = S 29,000( 29,000|3,417,440| 4.84| 33,349| - Ry A -
e e 0 fﬁlvestment ) s14
Yu Shen Venture
Capital Corp.
F[J GRS | R e 800 800| 80,000 0.4| 1,215 - R e -
TR SR _ .
Taipei FX Inc. BapED b
FX brokerage
T S ﬂf%]‘%’?}‘lﬁ[ﬂ 59,945| 59,945(6,210,750, 0.99| 74,064| - 7Y 4 -
=2l RN eE
Fubon SITC %5 - 1,863
Securities
financing
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T L | e [0
S |1 Ul || bk h-
DU =Tk e G E 0 % Shareholding | i Current Returns | fil1&{7)
LA I i Eif I — —
Major | Investment HERIE IS | HEfi Market }ﬁ';'ﬁﬂ%ﬁ LR | BledE
Co. Name Book i Net Accounting
Business Cost No. of | Ff¥] Value Gain/ Stock | Shares
Value Worth Method
Shares | (%) Loss Div. Held
E'E«‘:E&’fﬁ? %ﬁ}‘%;}w 30,000| 30,000|3,900,000| 10| 55,206 - Ay 7 3 -
()2 il o - | 108
Jihson SITC Securities
’F}?ﬁﬁﬁéﬁ? pAET | B ET 0 phad 9,000[ 9,000(4,550,000| 0.45| 13,761 - Y1k -
T Tpivan BT
Commodities Futures
Exchange trading
&Y A RVRIECEN| 45,500 45,5000 4,550 1.14| 67,560 - SRS -
il i Y
Financial i T;E\ﬁ?ﬁ’f - 6,778
Information Corp |Information
services
FiflEs s pfala ) Spiph 1,980 6,621 198,000 99| 6,621| - i EaaEs -
s g
Taichung Banking |Life
4219 .
Life Insurance insurance
Underwriter Co.,
Ltd.
71 FIVEEGUE % (e | FF 7% U 9| 1,980 3.480| 198,000 99| 3.480| - iz ;
fep s R
Taichung Banking |Property
& Financial insurance 1,273 -
Property
Underwriter Co.,
Ltd.
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7. Risk Management

(D) Prioritized on Reducing Credit Risk

(1) Full-Scale Implementation of Regional Centers

(2) Strengthened Credit Check and Re-Check
mechanism

(3) Completed Instant Risk Management System as
soon as possible

(IT) Stringent Monitoring Market Trading Risks

(1)Reviewed on all investment positions,
authorization of trade, and risk index were
checked; trading units were to submit reports
for audition and control.

(2) Capital Maneuvering Team periodically
assessed foreign currency interest
rates/exchange rate fluctuations, investment
positions, stock/foreign exchange markets,
capital market trend predictions, and etc.

(IIT) Teamed up committees to periodically assess

dynamic risks, legislation risks, and information

risks.

(IV) Established capital adequacy rate and past-due
loan supervision team in respond to the New
Basel Accord.

8. Significant Contracts:

Nil

9. Litigatious and Non-litigatious Cases:

1. Theft occurred in Nei-Sin Branch of TCB in April
1996, and NT$19 million was stolen. Such case
was still being trialed in court. Provisional seizure
was executed on the properties of the involved
internal individuals and their guarantee endorsers.
TCB won the second trial. After the defendant
filed appeal for the third trial, the appeal was
accepted and turned back to Taichung High Court
now. In addition, damage suit against Fuban
Insurance was on appealing in the third trial. As
for the damage suit against Taiwan Secom was

confirmed as a lost case.

2. In December 1996, safe-deposit box vault was

intruded; partial properties were stolen. Settlement
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was not achieved with one of the victims, Ms Liu,
Juan-Juan, who then placed charge against damage
suit at NT$55 million. On 21, October, 2000, court
ruled that TCB was responsible for only
NT$500,000. Both plaintiff and defendant
appealed within time limit. In the second trial,
court ruled TCB was not responsible on March 3,
2002, and overturned ruling of the district court.
Because Ms. Liu had appealed to the Highest
Court, therefore, this case was not yet finished.

. TCB placed criminal charges under Securities and

Exchange Law and Money Laundering Control
Act against major personnel at Taipei Branch
involved in illegal loans, security brokerage
company and shadow account owners that violated
treaty by using shadow account to settle trades of
securities. TCB also filed civil compensation
against these major criminals and accomplices for
NT$11.2 billion. The second trial in criminal court
was pronounced on Aug. 29, 2003, and prosecutor
had filed motion to appeal. Civil compensation
was still in trial. (Criminal law suit pertaining to
improper investment made by the Trust

Department was dismissed by prosecutor.)

. Regarding to trace of capital in the KS-Sogo

scandal, according to appendix of court verdict
#367 of Criminal Court in Taichung District Court,
and suspected money laundry committed by
Taichung Port Branch of Shanghai Commercial
Bank that stated in the court verdict, judge shall
lodge an accusation to the District Public
Prosecutors Office. Therefore, TCB filed private
prosecution against the manager of the Taichung
Port Branch of Shanghai Commercial Bank on
July 23, 2001; the case was still in trial. As for the
civil law suit attached to the criminal law suit, TCB
had filed civil law suit against Shanghai
Commercial Bank for a compensation of NT$5.7
billion on Feb. 18, 2002.

. Ms. Chang, Yueh-Chueh and other three people,

who were Deposit account holders at Chong-Chen
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Branch, filed request against TCB for return of
deposits because deposits of the four people were
illegally withdrawn by a broker at the Taichung
Branch of the Jih-Sun Securities Co., Ltd. Among
the four, Ms. Chang won the case and TCB was
ruled to comply with demand of returning of
deposit. As for the other three,
Chang, Shu-Ji requested compensation of
NT$23,231,000 against TCB. In the second trial,
TCB lost the casem but was ruled to pay
NT$19,754,000 instead. Appeal filed by TCB was
rejected by the Highest Court, and the case had
been confirmed that TCB lost. TCB has submitted

criminal charge with civil compensation against

including Mr.

Jih-Sun Security. The case was being trialed in the

highest court.

. Employee at Chin-Shuei Branch misappropriated

clients’ deposit savings. Victim client brought law
suit against TCB and demanded compensation of
NT$6,680.250. The cause is now in the second
trial. TCB has filed requests of provisional
seizures of properties against the employee and the
guarantee recognizer. In the meantime, TCB also
filed indemnity demands against Chung Kuo
Insurance and Fuban Insurance according to
contract of employee fidelity insurance. Both

cases are now in the proceeding of the first trial.
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V. Business and Capital Maneuver
Plan
1. Business Plan of 2004

(1) Savings operations:

1. To increase income from service fees charged
on business items.

2. To continue to increase ratio of current deposits
to reduce capital cost.

3. To efficiently integrate branches and add
automation equipment to improve operation
efficiency.

4. To proactively deploy electronic finance
businesses such as Computer-Telephony
services and online banking.

5. To

improved operational process,

strengthen  operational = management,

and increase
operational efficiency.

6. To consolidate business fine-tuning measures
and customer management.

7. To expande scope of strategic alliance for

increasing market share.

(2) Lending Operations:

1. To promote expertise in credit granting by
establishing regional centers to increase credit
granting quality.

2. To
checking/granting

“Credit
Loans

continue  developments of
Past-Due

Management System” to increase operational

and

efficiency.

3. To Maneuvere balance of capital effectively
and promoted loan business.

4. To Maximize uses of SMB Credit Guarantee
Fund to strengthen loan businesses on small
and medium businesses.

5. To Reinforce on control and collect of bad

credits to reduce past-due loan ratio.

(3) Consumer Banking Services:

1. To concentrate on 3-in-1 multi-function
“Tsai-Ji-Bao Visa Card” with full strength.

Goal was set at 300,000 issuances.
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To focuse on existing deposit account clients
and issued “Tsai-Ji-Bao Visa Card”, and all
cards shall be replaced with smart cards (chip
cards).

To release special edition credit card, “Da-Jia
Ma-Tzu Card” in cooperation with Da-Jia
Matzu Temple.

To promote consumer credit card debt loan
programs.

To Deploye automated loan system.
To deploy consumer sample database.

To launch various credit card holders’ reward
programs and promotional ad campaigns to
enhance brand awareness and uses of TCB
credit cards.

Credit Card Business Strategies:

(1) To continue liaison with reputed hot spring
resorts, travel operators, and restaurants to
provide more values to card holders.

(2) To launch “Ma-Tzu Buddhism Card”

(3) To form strategic alliance with Traffic and
Tour Burecau of Taichung County
Government and positioned TCB credit card
as the “Discount Card for Leisure and
Travel”.

(4) To promote with joint efforts from Nanshan
Life to increase card market share and
amount charged.

(5) To establish a new Shared Credit Card
Approval Processing System to complete
functions of TCB card issuing system.

(6) To establish customer service center that
provided 24-hour customer service with
self-service approval system to optimize
service quality.

(7) To launch platinum credit cards, smart
credit cards (chip card), and platinum
corporate smart credit cards.

(8) To launch credit card debt loan and deferred
payment programs.

9. To strengthen past-due payments of credit

cards to reduce past-due loan ratio.
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10.

I1.

12.

13.

14.

15.

To establish “Customer Service Center” to

combine services for credit cards and

consumer finances with 24-hour customer
services, risk control, and self-service
approval. Tele-Marketing capability will also
be acquired to achieve optimal customer
service quality. On-line recording mechanism
will be
disputes.
A team of Tele-Collector will be established in

the “Customer Service Center”

built in to prevent unnecessary

in charge of
collections of payments of all consumer
finance businesses. Failed collections will be
transferred immediately to Legal and
Collection Center, from which bad debts are
outsourced to third-party collection agencies
or sold out creditor’s rights to minimize risk of
loss of credit granting.

To  establish

“Receivable Payment Agency Company”, or

“Marketing ~ Company”,

commissioned “Internet ~ Marketing
Company” to expand distribution channel of
TCB

strengthen collection of bad debt.

consumer finance businesses and
To launch loyalty program on chip credit cards
to increase market share.

To launch internet acquiring service.

To launch virtual credit card business.

(4) Foreign Exchange Services:

L.

To
China financial service businesses to assist

proactively promotd Taiwan-Mainland

Taiwanese business people to maneuver
monetary resources, to increase TCB market
share.

To take concerted actions with trend of
international trade by establishing branches
that provide international financial services to
clients, and to expand foreign exchange

businesses effectively.

. To continue improvements in foreign exchange

operational process and train experts in foreign



el

L1y

~

.ﬁ?ﬁ'iﬁ?’iﬁ R FA LR (5 i S A s

S EIES TSNS S8 e Ay =

B 2= A 555 IR G

S IR

AU S T RLK IR -

A R £ B T ST

A

F[;bﬁ 5
g

Y o

all l[

=

5N
Fol~°

- PUESOUTH - G100 T ok (500

=

" F[Euijf‘u = e

AT TER ) - R

E[?J‘ l/ "k [E?E ) lll_—“t’r =

oA = s VR

= RV I T I I R Y

FAERY

T EH RS RS -

(=

VT R

P4 B R FE

(_

Ve = F RV F AL U

PRIy R A R R

FP194 & 3 7] > Ay s 18,000 fF o

34

exchange business, to increase service quality
of TCB foreign exchange business.

4. To
exchange/transfer

strengthen business connections with

banks,

participate in international financial business

and  actively
activities to increase international awareness of
TCB.

5. To develop new and innovative foreign
exchange products to satisfy customers’ needs.

6. To actively participate international joint-credit
and security markets to increase profit for

TCB.

(5) Trust Services:

1. To launch various campaigns.
2. To develop new lines of businesses, such as

“Independent Management of  Cash
Maneuvering Trust”.

3. To File applications for new lines of
businesses, such as “Real estate Trust
Business” and “Foreign Currency Trust
Business”.

4. To promote Fortune Management Specialist to

develop personal financial ~management
clientele for TCB as niche for full-scale
campaign of increasing income from service

fees.

2. Property Acquisition / Disposal or Long-
term Investment Plan for the Year 2004:
Nil

3. Research and Development:

(1)To designate purpose domestic negotiable
securities.
(2) Employee Stock Option

4.Capital Maneuver Plan:

(I) Fixed Assets Acquisition Plan of 2003
1. Land and building construction of new building
of Er-Lin Branch were expected to complete in

March, 2005. Total required capital was
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NT$18,000,000.
Expected Benefits:

(1) Increase Own-Property ratio among point of

business
(2)Prevent loss of source of clients from
relocating point of business caused by

matured-lease of office building.
(3)Save money on cost of rent and accumulate

future benefits on investment in real estate.

(IT) Increase capital in cash for the last few times and
plan of issuing corporate bond were not yet
completed, and capital maneuver plans in which
expected gains were not realized in last two
years:

Nil
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V. Financial Disclosure
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1. Concise Balance Sheet, Income Statement for thelast Five Years
R OEf R
Balance Sheet
e P e A

Unit: NT$1,000

BE T F R o Ay R
Financial Information - Recent Five Years
] rqraEs | orq s | JefEg | Jef-ER | e
CHE! Ttem
1999 2000 2001 2002 2003
BoR W i Loans and Bills Purchased 133,094,744 132,669,272 130,891,845 133,729,137 147,090,154
i €itas Business Investments 185,908 185,908 189,868 182,591 208,044
[l Y Fixed Assets 3,607,343 3,932,133 4,109,174 4,065,308 4,061,467
RN (ﬁ%t) Other Assets (Note) 25,089,379 25,725,434 29,661,376 29,398,672 27,959,253
T;E\Ll'ﬂ'ﬁ B CE L/C, Acceptances and
o ) 2,014,670 2,052,836 2,614,610 2,744,239 2,795,105
PRI RER W (W T Guarantees Receivables
TR RER Deposits and Remittances 185,172,674 181,772,908 201,091,084 207,440,480 222,347,239
g fF*j Other Liabilities 104,513 101,560 91,289 142,930 157,888
(55 DHSRCE L/C, Acceptances and
ﬁ ) 2,011,333 2,047,700 2,608,625 2,737,599 2,800,796
PR REE W (W R Guarantees
HEA: Capital Stock 15,380,144 15,380,144 15,380,144 15,380,144 15,380,144
. Before
73 El?[ﬁvj 1,826,908 1,471,958 1,542,726 (2,521,350) (2,018,161)
Retained Distribution
R
N Earnings After
Sy 1,411,644 1,471,958 1,542,726 (2,521,350) —
Distribution
Y AR Total Assets 213,089,189 208,063,206 222,774,673 223,953,245 239,492,682
- Before
73 [l 195,719,175 191,048,135 205,812,121 211,054,769 226,254,232
N Total Distribution
Fi (i i
Liabilities After
Sy 196,134,439 191,048,135 205,812,121 211,054,769 —
Distribution
. Before
73 El?[ﬁvj Total 17,370,014 17,015,071 16,962,552 12,898,476 13,238,450
. Distribution
BTN AR A Shareholders’
B . After
73 E‘[;[ 1% Equity 16,954,750 17,015,071 16,962,552 12,898,476 —
Distribution

PR RS -
Note: Non-operation assets are included in other assets.
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Statement of Income

P P it 7 (S iRi= ot )
Unit: NT$1,000(Except for EPS)
W o F & ff % o R
Financial Information — Recent Five Years
P Eg |tk | ] Fk | Jed B | J- -5
TEE! Item
1999 2000 2001 2002 2003
i S Net Operating Income 15,334,468 12,981,122 12,654,864 10,572,211 8,562,269
e S Operating Expenses 14,447,740 12,815,387 12,374,002 15,139,211 8,085,486
e €idec Net Operating Income 886,908 165,735 280,862 | (4,567,000) 476,783
e Sl e Non-operating Income 62,258 37,380 42,999 48,134 135,728
(e St Non-operating Expenses 8,855 2,799 3,848 15,210 67,120
il dea Net Income-before tax 940,311 200,316 320013 | (4,534,076) 545,391
KA Net Income-after tax 611,586 60,316 71,013 | (4,064,076) 339,964
%8R (%) | Earnings Per Share (5) 0.40 0.04 0.05 (2.70) 0.22

B R EREY B ST E R 7 R RIS O S AT -
Note 1: EPS is calculated according to weighted number of current shares. Adjustments would be made if any retained earning was transferred to increase
of capital or capital reserve transferred to increase of capital
FE2 A RV A e = I R RS

Note 2: To present income statement of 2003, some accountlng items prior to 2002 were re-grouped for purpose of comparison.

— o =Ye

BAEDIF R HFEFOFA YDA DB
CPA Auditing Opinion — Recent Five Years
T rgren r et BEL o - 2 Jed =

b5t Year

I 1999 2000 2001 2002 2003

tem

PN & PN & FES: & FES: & EES: o
[9\'%’3[& F ST Tien-hsing Yu Tien-hsing Yu Tien-hsing Yu Tien-hsing Yu Tien-hsing Yu

Centre & Co., CPAs

ER

Shu-ching Lee

Kuang-ning Shiung

ki

Kuang-ning Shiung

ki

Kuang-ning Shiung

ik

Kuang-ning Shiung

AL ?\I%F]J:ﬁiﬁ' iTilko”:éLE' %TLIF\F}’?:LE’ %TLIF\F}’?:LE’ Fr L
Auditing Opinion Unqualified Unqualified Unqualified Unqualified (ﬁg 1) Qualified.
(Note 1)
1 \,wasm[[mw& BT A TR I % R | (LR AP I & RS L

‘_L

Writing-off loss over 60-month period that incurred from nonperforming loans sold to asset management companies according to Law Goveming
Merger of Financial Institutions , was inconsistent to the regulations of Accounting Research and Development Foundation that loss from

nonperforming loans should be included in current period.
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~ B IR EFBEFESSPT [ 2. Financial Analysisfor thelast Five Years

5o L T T -
P T Year Financial Information — Recent Five Years
Item Jod T E Jud - F Ju] Ay A I PG E AR BRAN N
2003 2002 2001 2000 1999
= P
ey (%) H i 5.53 5.76 7.61 8.18 8.15
. A Net Asset
atio of Liability to ” p
Asset (%) ot 94.47 94.24 9239 91.82 91.85
Liability
A O6) Eﬁﬁ‘éﬁﬁ (%) W
Capital Structure atio of Fixed - il 325.95 317.28 412.80 432.72 481.52
Net Asset
Assets (%)
lll:ﬁ—gl fifi(%) P
atio of Net Value ; 1,679.36 1,607.99 1,185.23 1,067.88 1,065.99
Deposit
(%)
o
I'E?I%th’ll(%) Current Ratio 2,037.39 2,030.70 1,425.52 534.00 515.88
Liquidity Ratio (%) | i &7 = =
iquidity Ratio (%) | 5 17 1= 1,981.47 1,944.72 1,394.79 527.56 509.22
Quick Ratio
[=3R Taal &
Ratio of Deposits to Loans 66.41 64.75 65.45 73.34 72.22
LI T S
Pastdue Loan Ratio 9.79 11.47 15.76 14.36 14.72
T
Average Net Operating Income to 4,245 5,337 6,265 6,179 6,880
Employees
FERSES T —
il e
Operating Average Profit (Loss) Gains to 169 (2,052) 35 29 274
Performance Employees
B < S ()
Turnover of Fixed Assets (times) 21 2.60 3.08 3.30 4.25
Y9 ()
Turnover of Net Worth (times) 0.65 0.82 0.75 0.76 088
Y L ()
Turnover of Total Assets (times) 0.04 0.05 0.06 0.06 0.07
I IR (%)
Ratio of Assets (%) 0.15 (1.82) 0.03 0.03 0.28
JEPN MBS E P o (%)
Return on Shareholders Equity (%) 2.60 (2722) 0.42 0.35 3.60
(s SalFAICIARN)
(H %% 4 =3 | Net  Operating 3.10 (29.62) 1.94 1.16 5.77
T (%) Income (Loss)
Profitability Ratio | Return on Capital "ﬁfﬁi‘vﬁ(ﬁj»‘};)
Stock (%) Pre-tax  Income 3.55 (29.48) 2.08 1.30 6.11
(Loss)
RS %)
Profit/Loss Margin Ratio (%) 397 (38.40) 0.56 046 399
SRR ()
Earnings (Loss) Per Share ($) 022 (2.70) 0.05 0.04 040
& B PR (%)
Cash Flow Ratio (%) (114.46) (209.54) ( 86.13) 16.08 (26.30)
& & B H PR (%)
Cash Flow Cash Flow Equivalent Ratio (%) (964.84) (684.46) ( 15294) 43.78 108.23
FL& R (%)
Cash Reinvestment Ratio (%) 3.70) (6.35) € 39D 201 (365
Tt ﬁéﬁﬁl@ 7.31 0.38 6.79 18.01 3.81
Leverage Operating Leverage

IR PN R TR R U E R Y b AT T R -

Note: Figures expressed for earnings per share have been concluded by the weighted average on all stocks currently in circulation, and all stock capitalization

of earnings and/or reinvestment are calculated retroactively.
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3.Earnings per Shares, Earnings, Stock Dividends, and Market Valuefor the Last 2 Years

?ﬂ b o R
& NTS

Unit:
w o
; A ZE Juf - B
CHE! Year
Year 2003 Year 2002
Item
fﬂﬁgj Highest 7.50 8.9
S
h i (% Lowest 4.42 3.5
Market Value Per Share
It Average 5.81 5.1
73| Before Appropriation 8.78 8.56
5
ST EE ]
Net Worth Per Share N? I&(ﬁ” )
After Appropriation (Note 1)
AT REE Weighted Average Issued Shares 1,507,254,400 1,507,254,400
R LG 2) I Before Adjustment 022 (2.70)
Earnings Per Share .
£ Earnings Per Share ?ﬁ‘?&& After Adjustment
(Note 2)
F1&%F]  Cash Dividends
= e ZABRTRE  Earnings
skatod Stock Dividend
ock Dividends Ak SHETEIY Capital R
Dividends Per Share Sk 'Jr ! aprtal Reserve
R PG 3)
Cumulative Dividends Undistributed (Note 3)
% E‘L(FEE 4)
0.038 —
P/E Ratio (Note 4)
VP HALGE S)
Return Analysis Ratio of Share Price to Dividends (Note 5)
A AR G 6
Cash Dividend Yield (%) (Note 6)
ﬁ%t [ ?Iﬁz%efhiﬁ T FA'IR?UJ ?* i'%EJ Il e Note: 1. As per the results of motions heard in the following general
assembly.
2. 1/[ £ JIEKI=% ?* ff le—ﬁt_ﬁ‘r* gﬁfﬁiﬁjﬂ (A gﬁfﬁif b?ﬁ 2. Adjustments to the before and after figures on retroactive
ﬁiﬁ& V 5 @L“ TR o adjustments to non-denominated stock dividends are to be duly
noted.
3. RERERESS BRI FJI* Sk SR S R = 3. Conditions that stipulated beneficiary certification requires the
T RIERE R T%u R FEE J_FFE‘ i RIS issuance of all cumulative appropriation of the current year
F - over a year in future with earnings are required to disclose all
cumulative dividends undistributed to date.
4. F{H = F* i F A B T ]S i?f | EHERaER 4. P/E Ratio: Average of share price annually/earnings per share.
5. FFIE = FJ i B AL PR i?f [ BV E HEF]] o 5. Ratio of Share Price to Dividends: Average of share price
annually/cash dividends per share.
6. FENEFFEAF = DIEFLEEH] / F’WE T BT 5] 6. Cash Dividend Yield: Cash dividends per share/average of

]’F?e
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share price annually.
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4.Supervisor’'s Report

s L?ﬁﬁ%w

B AR SRR W] T DA R Y
EE iy FFPHF? *5‘§5?ﬁ?fﬁﬂ$ P e RS R B S AR T

Supervisor’'s Report

The Annual Financial Report and Satement of Changesin Retained Earningsor Deficit of Fiscal

2003 prepared and submitted by the Board of Directors of Taichung Commercial Bank have been
reviewed by CPA of Centre & Co and the Supervisors, no unmatched itemsfound.

mm% » Resident Supervisor

( — @*‘T&E‘ﬂ&[’;}“ﬁjﬁi HJ I Jung Investment Co., Ltd.)

[ %~ Supervisor
i %¢  ~ Supervisor
i %¢ ~ Supervisor

s A e = F T ) A e [
February 19, 2004
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Financial Report including CPA Audition Report, Two-Year Balance

Sheets, Income Satements, Satements of Changesin Shareholder’s Equity, Statements of
Cash Flows, and Notes or Appendix

< IF]I 4%%.1’51&"“‘”5{"
'F’alchung Commercial B

_%& ik
Balance eet
N 2 F4 ZF
Dec. 31, 2003 & Dec. 31, 2002

S IR - ] 2

Fil
k

=4~

e N = A - =
o HZHEA-p | ZHE - p
Dec. 31, 2003 Dec. 31,2002
- RS Wi & £
ﬁ Item Note Amount % Amount %
f?ﬁg&U?ﬁiﬁ% Current Assets $60,123,764)  25.10| $56,527,537| 25.24
% = b“i‘ﬁ FlE Cash & Cash Equivalent 1 8,363,763 3.49 9,918,956 4.43]
Y= Due from the Central Bank 2 36,072,991 15.06| 34,919,784  15.59|
fFJ‘ B4 ﬁw’ﬁ ?%E#E%H JL}Z92¢" 12| Marketable Bills and Securities — Less: Net 3 9,652,323 4.03 6,245,337 2.79
E131[174,157 |I7L ® 915 12%]31| after Provision for drop loss of NT$74,157,000
F1119,279(F v i 1 ¥R EE as 0f 2003/12/31 and NT$119,279,000 as of
2002/12/31
Tl EL Interest Receivable 20 915,171 0.38 1,247,380 0.56]
USRS R R e bt i 2 7’5& IJH Receivables and Other Current Assets — Less: 4 5,119,516 2.14] 4,195,580 1.87
%]x K92 12%]31F11,805,720f Net after Provision for Doubtful Debts of
K91 12F5]31F11,808,063F 7 | NTS$1,805,720,000 as of 2003/12/31 and
IyEgE NT$1,808,063,000 as of 2002/12/31
[AlTleg ey Purchase of Bills and Loans 20 147,090,154 61.42| 133,729,137 59.71
fF_”J‘ TRER S S Purchase of Bills and Negotiation of Import and 219,624 0.09 248,930 0.11
Export
TR P EY Short-term Loans and Overdrafts 13,502,468 5.64 6,894,567 3.08
THHHER TR ERE L Short-term Secured Loans and Overdrafts 41,999,189  17.53] 44,041,189  19.67|
H IHAG Mid-term Loans 8,857,542 3.70] 6,856,514 3.06]
[ IHFH;E&FV?—? Mid-term Secured Loans 28,663,245 11.97| 33,747,686| 15.07
~ HhE Long-term Loans 665,182 0.28] 698,770 0.31
Jﬁéfﬁdfvﬁ Long-term Secured Loans 53,735,814 22.44) 41,815,424 18.67
ﬁ%}d = Less: Provision for Doubtful Debts (552,910)  (0.23)| (573,943)|  (0.26),
iE bm HEY-YRk ]F ??E%IF]?FHZ% 7 | Funds and Long-term Investments — Less: Net 5 258,044 0.11 232,591 0.10
12531 F! 7 925 (F 7 K91 F 12 | 31 [ I] after Provision for drop loss of NT$7,925,000 as
7,925 F 7 % e 0f 2003/12/31 and NT7,925,000 as of 2002/12/31
[l e SR Net Fixed Assets 6 4,061,467 1.70] 4,065,308 1.82]
N Costs
?ng'ﬁli‘”ﬂ Lands 1,806,641 0.75 1,761,656 0.79
7§'H}$;F Buildings and Structures 1,879,063 0.79 1,838,171 0.82]
RTINS Eﬁ%ﬁﬁ Transportation Equipment 66,92 0.03 65,404 0.03
RiR =t Other Equipment 1,386,367 0.58] 1,350,569 0.60|
;l |‘Ef, 7 Revaluation Increment 654,957 0.27, 654,957 0.29
4 W [FLH'E? fifi fim et Total Costs and Revaluation Increment 5,793,948 2.42 5,670,757 2.53
Vi RS TES Less: Cumulative Depreciation (1,778,336) (0.74) (1,641,502) (0.73)
ST R YR Construction in Progress and Prepayments 6 45,855 0.02) 36,053 0.02)
JERTH Y VR B R 92F 12 5] 31 [ 1| Non-operation Assets — Less: Net after Provision 7 45,529 0.02 79,433 0.04
8,926{F 7 K 91.# 12|31 111,076 * 7¢| for Cumulative Depreciation of NT$8,926,000 as
EAEIE ] 0f2003/12/31 and NT$11,076,000 as of
2002/12/31
E PR T (BT F'VF ﬁﬁ\' 92+ 12| Other Assets — Less: Net after Provision of 8 27,913,724  11.65 29,319,239  13.09|
E|31F12,454,322{F 7+ %915 12 %31 [ I| Receivables on Demand for Doubtful Debts of
2,113,650(F 71 ~ pral T%Ws [£ B EET ] NT$2,454,322,000 as of 2003/12/31 and
92:F 12531 (148,911 {F 7 & 91 125]| NT$2,113,650,000 as of 2002/12/31. Cumulative
31F122,024fF R K |fF % ;%]F]‘ﬁjﬁ}l‘n F| Depreciation for Collateral Acceptances of
12;J31E'5 332(F }v91?F 12531 F10] NT$48,911,000 as of 2003/12/31 and NT$0 as of
o g e 2002/12/31.
s % b= =t Total Assets $239,492,682 100.00] $223,953,245/ 100.00
]i = o & Trust Assets 25 $9,203,044] - $6,527,877, g

(%“"*EJ B R S £ 7

RIAESET A B = F 2 F]

1 BRI

(Please refer to attached notes of financial report and Audition Report as of February 11, 2004 from Centres Co. & CPAs)
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Unit: NT$1,000

Al

(NECRNNR TR

Liability and Shareholders’ Equity

] - F

ECERENE

Dec. 31, 2003

N -
SRR
Dec. 31, 2002

= = I o £ & €T S (T
Iim i E MIJ\Iote - ;,;‘noun%; % /;noun%; %
\(ﬁléﬁ Efl l?j Current Liabilities $2,951,013 1.23 $2,783,654 1.24
S Due to the Central Bank 5,699 - 5,509 -
gl (ﬁjiﬁiﬁﬁ Due to Banks 9 164,724 0.07 157,229 0.07
Tl FIEL Interest Payables 235,253 0.10 335,563 0.15
T HEp 2 Pt i Payables and Other Current Liabilities 10 2,545,337 1.06 2,285,353 1.02
i E O MR Deposits and Remittances 20 222,347,239 92.84 207,440,480| 92.63
YERIEH Checking Deposits 3,622,074 1.51 2,851,687 1.27
fﬁﬁﬂﬁ Eo Demand Deposits 26,314,999 10.99 21,197,059 9.47
L Time Deposits 24,031,250 10.03 25,876,307 11.55
f%%ﬁﬁ Saving Deposits 168,353,363| 70.30 157,480,902 70.32
SNty Remittances Payable 25,553 0.01 34,525 0.02
=g I?ﬁ Long-term Liabilities 1112 798,092 0.33 687,705 0.31
ANl Efl l?j Other Liabilities 13 157,888 0.07 142,930 0.06
F_Lfl f?j ﬁ?}' Total Liabilities 226,254,232 94.47 211,054,769 94.24
HE% Common Stock 14 15,380,144 6.42 15,380,144 6.87
WY A Capital Reserve 15 10 - 163,225 0.07
[ Earnings Reserve . - 10,019 -
1‘5{ [Ffl iy I@ ¥ [EFJ Revaluation Increment Reserve E - 153,189 0.07
Uiy A Reserve Received 10 - 17 -
W Retained Earnings 16 (2,018,161)| (0.84) (2,521,350)| (1.12)
R VAR Legal Reserve - - 1,438,192 0.65
B 25(15) Accumulated Profit and Loss (2,018,161)[ (0.84) (3,959,542) (1.77)
PRI Treasury Stocks 17 (123,543)|  (0.05) (123,543)  (0.06)
Al Fﬁ' =t Total Shareholders’ Equity 13,238,450 5.53 12,898,476 5.76
Ffl |§J A ﬂJ T tsAT Total Liabilities and Shareholders’ Equity $239,492,682| 100.00 $223,953,245| 100.00
EF EIffi Trust Liabilities 25 $9,203,044 - $6,527,877 -
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aichung Commercial Bank

i) 2% %
Income Statement
SR T E[- [IZ TOE[ 2 - PIRA ] - F o F- fIZ T E S - I
Jan. 1 ~ Dec. 31, 2003 & Jan. 1 ~ Dec. 31, 2002
Fie : (R (IR
Unit: NT$1,000 (except EPS)
S| A SRS o — A
P 3 Wﬁf ’d@&\;e:r 2;)03; b ’d%iaj 2002 b
Item Note S % S %
Amount Amount
e §IEa Net Operating Income $8,562,269| 100.00| $10,572,211 100.00
FIEE Interest Income 20 7,878,706 92.02 9,994,420 94.53
=g Fees and Commission Income 353,586 4.13 243,199 2.30
Sy el Securities Brokerage Income 44,677 0.52 61,542 0.58
Gains on Marketable Bills & Securities Trading —
eSS Fl 1R e 266,462 3.11 242,118 2.29
Net
AL NS RO b 5 5492|  0.06 648 0.01
WA EE Gains on Foreign Exchange Trading — Net 13,346|  0.16 30,284 0.29
L Operating Expenses 8,085,486 94.43| 15,139,211 143.20
FIELD MY Interest Expense 3,144,369| 36.72 5,156,713 48.77
=L Fees & Commissions Expense 78,920 0.92 82,534 0.78
AL Securities Brokerage Expense 2,014 0.02 2,792 0.03
i [(EJ;FEJ%' Provisions 2,130,679 24.89 7,321,041 69.25
Wﬁéﬁ AR Research & Development Expenses 7,490 0.09 7,233 0.07
FT R Employees' Training Expenses 6,600 0.08 6,469 0.06
HHOEH b | Business Expenses 2,083,188 24.33 2,007,443 18.99
’E*':E/" quH] Administrative Expenses 632,226 7.38 554,986 5.25
Fie alkiEARN) Operating Profit (Loss) 476,783 5.57|  (4,567,000) (43.20)
T &0 Eeas|EaY Non-Operating revenue and Gain 135,728 1.58 48,134 0.45
e Rental Income 7~20 30,506 0.35 14,243 0.13
i Sl s Investment Gains 20,627 0.24 10,662 0.10
B0 eV ZIER Gains on Disposal of Property 54,840 0.64 12,547 0.12
YoTpHU = S = Collections of Doubtful Debts and Past-Dues 18,937 0.22 - -
ffus Other Income 10,818 0.13 10,682 0.10
e $ii ié’:"“]“ﬁji Non-Operating Expense and Lost 67,120 0.78 15,210 0.14
Frgnse| Depreciation 1,084 0.01 1,200 0.01
LA RN Loss on Disposal of Property 35,233 0.41 13,626 0.13
REEEEEN Other Losses 30,803 0.36 384 -
FIe 4 f]{ falkas Non-Net Operating Income 68,608 0.80 32,924 0.31
F WS FIGAED Net Income (Loss) Before Taxation 545,391 6.37| (4,534,076) (42.89)
1?]5{'5?@753%”}5&(‘37 SET) Provision for Income Tax (Expense) 18 (205,427)| (2.40) 470,000 445
T+ IR AR GOED Net Income (Loss) After Taxation 339,964 3.97| (4,064,076) (38.44)
F, SR B R ERCEH D) Earnings (Loss) Per Share - Common Stocks ($) 19

F RIS AR Net Income (Loss) Before Taxation 0.36 (3.01)

THFHATEHARF| IR R ) Provision for Income Tax (Expense) 0.14) 0.31

R RAT R Net Income (Loss) After Taxation 0.22 (2.70)

(2B ST PP A 55 At S ] = & 20

)

(Please refer to attached notes of financial report and Audition Report as of February 11, 2004 from Centres Co. & CPAs)
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ﬁ'alchung Commercial Bank

.

Satement of Changesin Shareholders Equity
S T E - E- fIZ TF

RS — - ]

ERERt
RESERIE

1=

Jan. 1 - Dec. 31, 2003 & Jan. 1 - Dec. 31, 2002

L ',ffﬁjﬁ”lfﬁ / Unit: NT$1,000

fif
Note

EC

Common Stock

CLEEE |
Capital Reserve

R eteos
Retamed Earnings

I
Earnings
Reserve

F e iy

Revaluatlon
Increment
Reserve

A
Reserve
Received

PR
Legal Reserve

Accumulated
Profit and Loss

’?[}ES i
Treasury
Stocks

as

oy

Fi
Total
Shareholders’
Equity

CEEREE:
[Balance on Jan. 1, 2002
e R 53
i< : Appropriation

of Earnings for 2001

I ERER A
Legal Reserve

Jed = - 2 i
RIS I H*ﬁﬁf‘%’éi’zﬁﬁj
After-Tax Net Loss;|
2002/1/1 —2002/12/31

I EER
e

Balance, 2002/12/31

I - B R
R

Profit Distribution, 2002
ot AR

Income Reserve
B RT I 2
1

Re-Estimate of Value
Increase
B
Reserve Received
L R
Legal Reserve
A g 5
rfl Lgl Y% T A
Past- due Demand forf
dividends transferred|
to capital reserve
IR IES
T2 - PIRIERATS
After-tax net profit,
2003/1/1 —2003/12/31

IS SR

FlaRde
Balance; 2003/12/31

16

$15,380,144

$10,019

$153,189

$17

$1,416,962

21,230

$125,764

(21,230)

(4,064,076)

($123,543)

$16,962,552

(4,064,076)

$15,380,144

$10,019

$153,189

$17

$1,438,192

(83,959,542)

($123,543)

$12,898,476

(10,019)

(153,189)

an

10

(1,438,192)

10,019

153,189

17

1,438,192

339,964

339,964

$15,380,144

$10

($2,018,161)

($123,543)

$13,238,450

(i BRI Fp AEEEP I £  Acd e} =  = F

(Please refer to attached notes of financial report and Audition Report as of February 11, 2004 from Centres Co. & CPAs)
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’F'}FIFF?J*%LI’:‘%I'}}?JF il
31 = i £ E,
S T Ee piE S H -

W - o e IR TS

e i
“H Fl Jd -5 Jed- =4
| Ef b TE b
FOnEd SLE R ' '
¢ﬂf1ui§u§f§n $339,964 ($4,064,076)
T
;f’?g‘ﬁ'“'J 190,935 177,605
e 21,498 23,838
ﬁ&/] {rgﬁj 1,871,245 7,137,339
14 45 (1,775,054) (7,573,847)
L[r[pl I INATE=N 221,105 242,857
R4 E% PEIy (165,759) (178,525)
Tﬂ?jﬂﬁ'ﬁ’/ﬂﬂi?ﬁﬁ 868 1,201
HITUE (= e ) 8886 370
EEE IS S Sate SRl THAYE RN (19,778) 1,066
fﬁ%ﬁii%ﬁ[ﬁ/%ﬁﬂjz‘é (5,492) (649)
L 40 7,925
f ﬁ*fer B 55 PRI G R (45,122) 19,806
i1 FVFEI%ﬂIL%IFHEJiTE i’ 5,332 -
USIESAIIAN: R 332,709 379,385
P pAELE Y J#j | VR RIS T (3,579,125) (757,884)
TSR B P g{l Y (921,593) (219,510)
T FIEYS D (100,311) (229,736)
Tl RO P 1 (R 259,985 (836,930)
b ﬁgl@?-’ﬁ PETIIOR D) (18,193) 33,251
e ST ANAE RS fr H ($3,377,860) (85,832,908)
TQ‘Q‘?F’[E}J [/I,E 1) o
& R = BT $(1,153,207) $(10,562,265)
2R BLERE T VRS 217,262 478,764
IR BRI (13,339,984) (2,697,581)
] Al Eo: o (141,616) (111,767)
H&ﬁ[ﬂn‘igﬁ IR e R 1,135,611 412,409
R (20,000) .
F % igbupﬁf Ifﬁﬁ 7 (9,802) -
E Py ST J/ 86,175 33,217
LA E LS ($13,225,561) ($12,447,223)
E;i[?}‘iﬁéﬁd/fﬁé%iﬁé% :
LT [ R D) $ 7,495 $(208,973)
PRI D) 190 (441)
TR R 14,906,759 6,349,396
¥ R e 23,397 13,391
g AT 110,387 117,691
Eo i ’Hﬁvﬁﬁ b - (178)
Rz End /?5%? Y’T B $15,048,228 $6,270,886
¢w£@, ASHITEL & VDR ($1,555,193) ($12,009,245)
HFiGE b?ﬁfl %’ﬁﬁ%%ﬁ 9,918,956 21,928,201
A GE b“%g (Sl $8,363,763 $9,918,956
FlEFEI T [/JFFF:'TLTE
Y AR $51,345 $79,291
TR L ?&Wi{,‘gw
QF Féj AR $4,802,474
Vil “’1"&,7 AL (3.143,597)
HE fﬁ 1,658,877
Vi PR (1,658,877)
$-
(%%mlaﬁﬁﬁﬁ%%ﬂﬁ ekfllvk“‘?fpQ%Elﬁgﬁ’%ﬁfr%l[ﬁﬁ'duﬁ SEZEA - Ek'/ﬁlmiﬁf[)
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Taichung Commer cial Bank

Statement of Cash Flow
2003/1/1 — 2003/12/31 and 2002/1/1/ - 2002/12/31

Unit: NT$1,000

2003 2002
Item Subtotal Total Subtotal Total
Cash Flows from Operating Activities:
Net Income (Net Loss) $339,964 ($4,064,076)
Adjustments:
Depreciation Expenses 190,935 177,605
Amortization 21,498 23,838
Provision for Doubtful Debts 1,871,245 7,137,339
Provision for Doubtful Debts Released (1,775,054) (7,573,847)
Write-off Loans Collected 221,105 242,857
Payment of Pension (165,759) (178,525)
Provision for Contingent Losses 868 1,201
Provision for Guarantee Liability 8,886 3,976
Net Losses on Disposal of Fixed Assets & (19,778) 1,066
Non-operation Assets
Investment Profit Realized by the Equities Law (5,492) (649)
Investment Loss 40 7,925
Provision for (reversal of) decline in market value of Bills| (45,122) 19,806
held
Provision for value decline of Collateral 5,332 -
Decrease in Interest Receivable 332,709 379,385
Increase in Bills held for trading purpose (3,579,125) (757,884)
Increase in Receivables & Other Current Assets (921,593) (219,510)
Decrease in Interest Payable (100,311) (229,736)
Increase (Decrease) in Payables & Other Current| 259,985 (836,930)
Liabilities
Increase (Decrease) in Other Liabilities — Others (18,193) 33,251
Cash Out Flow from Operational Activities: ($3,377,860) ($5,832,908)
Cash Flow from Investing Activities:
Increase in Due from Central Bank $(1,153,207) $(10,562,265)
Decrease in Bills held not for trading purpose 217,262 478,764
Increase in the Purchase of Bills & Loans (13,339,984) (2,697,581)
Acquisition of Fixed Assets (141,616) (111,767)
Proceeds from Disposal of Fixed Assets & Non-operation| 1,135,611 412,409
Assets
Increase in Long-Term Investment (20,000) -
Increases of Incomplete Construction and Pre-Paid| (9,802) -
Equipment
Net Decrease in Other Assets 86,175 33,217
Net Cash Out Flow from Investing Activities ($13,225,561) ($12,447,223)
Cash Flow from Financing Activities:
Increase in Due to Banks (Decrease) $ 7,495 $(208,973)
Increase in Due to Central Bank (Decrease) 190 (441)
Increase in Deposits and Remittances 14,906,759 6,349,396
Increase in Guarantee Deposits Received 23,397 13,391
Increase in Long-term Liabilities 110,387 117,691
Decrease in Reserves for Loans - (178)
Net Cash In-Flow from Financing Activities $15,048,228 $6,270,886
Decrease in Cash and Cash Equivalents for the Period ($1,555,193) ($12,009,245)
Beginning Balance, Cash and Cash Equivalents 9,918,956 21,928,201
Ending Balance, Cash and Cash Equivalents $8,363,763 $9,918,956
Supplemental Disclosure of Cash Flow Information
Income Tax Paid for the Period $51,345 $79,291
Investment Activities Affecting No Cash Flow
Book Value of Sale of NPL $4,802,474 -
Less: Loss from Deferred Sale of Doubtful Debts (3,143,597), -
Price of sale 1,658,877 E
Less: Other Receivables (1,658,877), -
$-

(Please refer to attached notes of financial report and Audition Report as of February 11, 2004 from Centres Co. & CPAs)
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P
= W B &£
LS MRS 8,363,763
3 1E W WS e ]’fEJ & 36,072,991
R e [ I AR | R S 9,652,323
TEUSF R, Tl A gV FHIEL 915,171
TR B P ey — e Tls A [V F RS T g fTRL & 2 5,119,516
AR R 147,090,154
B R A IR f17 SRR W PR 219,624
W EY S;c;gw#ﬁ el — & Pl bR e E Y 13,502,468
HRERTER P B EY HEHH B AL~ 2 [V b g S 41,999,189
FlEAG S HER #ﬁ [H?F,IH O N i 8,857,542
FITHASE TR L #5 I N T~ 28,663,245
R e prl 1Y [H?F,J RN T 665,182
R R }xg%ﬁ#lﬁfﬁiﬁ,lﬁr =V 53,735,814
(V) * R R R (552,910)
L2 R Y RS RN - Iy 258,044
[l e Y 4,061,467
4
B L D LANE Sg) 1,806,641
W H S %Ff"uﬁfﬁ‘ﬁ%ﬁﬁ?@ﬁ;‘/@% 1,879,063
SR W R 66,920
H PR g,;af[ N ER SR 1,386,367
F T 654,957
R 5,793,948
(&) - KIFHTE (1,778,336)
PR T R YR P A 45,855
R L f {2 45,529
BNl i 2 RS [};,f%é WSS 27,913,724
A 239,492,682

=
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Main Items of Property Holdings
December 31, 2003
Unit: NT$1,000

Items Summary Amount
Cash & cash equivalent 8,363,763
Due from Central Bank Deposits reserve in Central Bank 36,072,991
Marketable bills and securities— Net amount Purchase of marketable securities 9,652,323
Interest receivable Receivable of interests due 915,171
Receivables and other current assets — Net Receivables of items due including interbank remittances,
amount clearing fund, etc. 5,119,516
Purchase of bills and loans 147,090,154
Purchase of bills and negotiation of Purchase of various drafts and negotiation of import and export
Import and Export 219,624
Short-term loans and overdrafts Loans and overdrafts without collateral within one year
13,502,468
Short-term secured loans and overdrafts Loans and overdrafts with collaterals within one year 41,999,189
Mid-term loans Loans without collateral for more than one year but not exceeding
seven years 8,857,542
Mid-term secured loans Loans with collaterals for more than one year but not exceeding
seven years 28,663,245
Long-term loans Loans without collateral exceeding seven years
665,182
Long-term secured loans Loans with collaterals exceeding seven years 53,735,814
Less: Provision for doubtful debts (552,910)
Funds and long-term investments Refundable deposits paid of trust liabilities under custody and
long-term business investments 258,044
Net Fixed assets 4,061,467
Costs
Land Land for construction 1,806,641
Buildings and structures Building, related facilities and supplementary constructions 1,879,063
Transportation equipment Vehicles and telecommunication facilities
66,920
Other equipment Vault, office utilities 1,386,367
Revaluation increment
654,957
Total costs & revaluation increment 5,793,948
Less: Cumulative depreciation (1,778,336)
Construction in progress and New constructions and equipments
prepayments for property 45855
Non-operation assets Leased and non-performing assets
45,529
Other assets Delinquent accounts, telephone installations, guarantee funds, etc. 27,913,724
Total 239,492,682
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Independent Auditors’
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The Board of Directors and Stockholders
Taichung Commercial Bank

We have audited the accompanying balance sheets of
Taichung Commercial Bank as of December 31, 2003 and
2002 and the related statements of income, changes in
stockholders’ equity and cash flows for the years then ended.
These financial statements are the responsibility of the
Bank’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

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

As described in Note 8, on November 14, 2003, the
Bank signed a contract to sell some of its nonperforming
loans to an asset management company. As a result of this
transaction, the Bank recognized an additional loss of
NTS$3,143,597 thousand dollars. According to the “Law
Governing Merger of Financial Institutions”, which governs
this transaction, the loss may be amortized over 60 months.
Therefore, this deferred loss is classified as other asset.
Had the Bank not deferred the loss of NT$3,143,597
thousand dollars as of December 31, 2003, the book value of
other assets would have been reduced by NT$3,065,007
thousand dollars, retained earnings would have decreased
NT$2,298,755 thousand dollars, and the Bank would have
recognized an additional net loss of NT$2,298,755 thousand
dollars.

In our opinion, except for the effects of in the
preceding paragraph, the financial statements referred to
above present fairly, in all material respects, the financial
position of Taichung Commercial Bank as of December 31,
2003 and 2002 and the results of its operations and its cash
flows for the years then ended in conformity with relevant
regulations and generally accepted accounting principles in
the Republic of China

Centre & Co, CPA
Address: 8F-1, #180, Chang-An West Road, Taipei,

Taiwan,The Republic of China

Telephone: (02) 2556-2299
Securities and Futures Commission Approval Number:
2583

Centre & Co., CPA
Taipei, Taiwan

The Republic of China
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i fﬁ‘]j 7 ELHTAP(All monetary units are NT$ except otherwise specified)

(1) Company History and Business

Taichung Commercial Bank Co., Ltd. (TCB)
was preparing for establishment by command of
Taiwan Provincial Government as the Taichung
District Joint Saving Co., Ltd. on September 27,
1952, and was approved for establishment in April
1953; operation began in August 1953.

In the beginning, there were only five branches.
Later on, 15 bidding posts were established. Since
1963, 14 bidding posts were approved to upgrade to
branch companies. In 1966, establishment of saving
department was approved. The Law of Bank was
promulgated in July, 1975, and the Central
Government decided to include the Taichung Joint
Saving into banking system, and assigned it with
major missions of providing loans to citizens and
small and medium businesses, to assist small and
medium businesses in improvements of production
equipment and financial structure, and to improve its
management. Therefore, Taichung Joint Saving was
transformed to “Taichung District Small and Medium
Business Bank Co., Ltd.” in July, 1978. In the
meantime, the Chi-Shuei Bidding Post and other
branch companies were transformed to branch banks.
In order to conform to national financial policies,
provide financial services to general public,
contribute efforts to economic development, and
develop manufacturing and commercial industries;
the Bank was transformed to “Taichung Commercial
Bank Co., Ltd. in December 1998. As of today, in
additions to Business Department, Trust Department,
Consumer Finance Department, and International
Business Department, there are also 78 branch banks
and International Financial Business Branch.

Total amount of capital at the time of
establishment was NT$500,000. Due to needs of
business development, capital increased to NT$200
million. When the Bank was transformed by order in
1977, the minimum required capital was NT$300
million. Soon, directed by the Ministry of Finance in
July 1979, the bank increased capital in succession in
1980, 1981, and 1982; NT$50 million in each year. In
order to strengthen capital structure, the Bank
increased capital since 1985 every year. As of
December 31, 2003, the amount of capital was
NT$15.380.144.000. and the number of total issned
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NT$15,380,144,000, and the number of total issued
shared was 1,538,014,400.

Major business scope of the Bank include
(1)check deposits, (2) other deposits, (3) issue
financial bonds, (4)loans, (5) discounting of bills, (6)
invest in securities other than issued by enterprise, (7)
domestic remittance, (8) draft remittance, (9)
domestic  L/C, (10), domestic  guarantee,
(11)receivable/payable agency, (12) agency of sales
of gold bullion, gold bar, gold coins, and silver coins,
(13) export/import foreign exchange, general
inbound/outbound foreign exchange, foreign currency
deposits, payments in foreign currency, guarantee
payment in foreign currency, (14) warehousing,
custody, and agency services pertaining to business
items above, (15) businesses allowed by Trust
Enterprise Law, (16) Domestic Credit Card
businesses, (17) agency services approved by central
regulator agencies, and township deposits, (18)
buying/selling of securities on behalf of clients or for
self, (19)Buying/selling of Government Bonds, (20)
financings of trades of securities, and (21) brokerage
of and self short-term security businesses.

(IT) Accounting Policies

1. Principles of Financial Report Productions

This financial report is compiled from financial
records of domestic head quarter, branch banks, and
International Financial Business Branch. Internal
transactions and derived gain/loss are all removed

during production of the financial report.

2. Cash Equivalents
Cash equivalents means highly liquidated debt
instraments with a maturity of 3 months or less ,
and match following criteria:
(1) Convertible to fixed amount of cash at any time
(2) Minimally affected by proximity to maturity and
fluctuation of interest rate

3. Marketable Securities

Including marketable security, time certificate of
deposit, draft remittance, and cashier check; all are
recorded with cost at acquisition. Income from
interest of buy-in security is taxed separately, and the
net value is recorded. Evaluation at cycle end is made
according to cost or market price, whichever is lower.
When market price is lower than cost, then difference
is recorded as loss of price fall and is included in
current period gain/loss. Market prices of corporate
stocks and closed mutual fund are recorded according
to average closing prices on market in the last month



1 % Gl erd Il?ﬁiE"?‘ﬂ\IEf ST TR e
A VR vﬁf S ] D ‘EEII,. if/
R A s e

4. ~ RV

[Pl ~ RAER BRI 9V & 7 R T
R B s FIRU T A o LR
gl -

B R RS T P e R
RERCACTE A A TEN et %IEFI‘/&MJ TR
LA W%@M%Wﬁ_@fﬁ%%WWhyﬁﬁr
s AELL s E S R s

P2 [E 1R I9T§Ei&lr[w$ BIRES S ¢l
FOFIELY ) CAREIRL - IR v o
) r%"ﬁ‘ﬂﬁw “‘J*“ &ui"‘/’%l[@% H'SfﬂJEJ R
= E*?FF'I?? [/Fﬁ‘%[ﬁl ]Elﬁt[ﬁu[ﬁ}r_ﬁ*
ATPFIRERES » REIUFIES " -

S IAEIE
TR = FRS I A lp‘[ R
R I BIRESRS R p  [B L[Sfﬁ I R
F@“VwW“b@JJlﬁm

o 2RI R 53 I i
I R 1 I8
VR (s ﬁﬂbﬁﬁyﬁéﬁ
RV 2 P S
l/ F[‘ Hot ]ﬂ: JD[ IF!‘[ o = [ﬁ@“r' ~ [/jfg?‘i Tt IZEE‘ l/l

X S:ﬁgbw%ﬁﬁlﬁ%@ﬁ“@ '/j‘?‘gl EaRR R

52

of accounting cycle. Market prices of open mutual
funds are recorded according to daily net value of
every unit of certificate of benefit on the date of
balance sheet is made. Market prices of bonds are
recorded according to closing price on the date of
balance sheet. Calculation of cost of sales of
certificate of benefit and marketed (OTC) stocks
adopts moving average method. Others are calculated
individually.

4 Purchase of Bill, Discount, and Loan

Purchase of bill, discount, and loan are recorded
with outstanding capital amount, and unrealized gains
are not recorded. Income of interest is recorded based
on attributed cause and category.

Purchased bill, discount, and loan that are past
due over 6 months with no payment received, or legal
demand has been filed to the principal / attached
debtors or disposition action on collateral has been
executed, are then recorded under Collectable
category, and removed interest receivable category.
When interest receivable is received, the amount will
be recorded as income.

When maturity of loan is extended or terms and
conditions of loan are changed, due interest payment
of loans that may adopt “partially subject to interest
and partially subject to credit” method, unpaid
interest payment receivables are recorded under
“Temporary Credit”. Both Debit/Credit are recorded
according to accounting items in balance sheet, and
only the actual paid-up interest payments paid by

debtors are recorded in income from interest.

5. Allowance for Doubtful Accounts

The recordings of Provision for Doubtful Debts
are recorded according to, with actual reviews of all
creditors’ rights, expected possibilities of collection
of ending balance of loans, discounts, purchased bills,
account receivables and demand for doubtful debts.

Proper provision of doubtful debts has been
prepared by TCB specifically regarding to loans and
advancements by assessing risks of uncollectible of
specific debts and potential risks of overall debt
portfolio. Risks of uncollectible debt are determined
by assessing the possibility of past-due loans with
respect of rules of TCB on the possibility of
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recollecting such specific loans. Potential risks of
overall debt portfolio are determined by assessing
historical experiences and economic environment.
TCB amortizes qualified loans and creditor’s
rights with approval by following the “Regulations of
the Procedures for Banking Institutions to Evaluate
Assets and Deal with Past-Due/Non-Performing
Loans and Bad Debts” of the Ministry of Finance.

6. Long-Term Equity Investment

Those investments that TCB holds less than
20% shares in form of holding common stock with
voting power shall be evaluated by cost or market
price, whichever is lower if the investment subjects
are listed or OTC stocks, and evaluated by cost if not
listed or OTC stocks. Stock dividends obtained from
investment subjects shall be recorded only with
number of increased shares instead of profit from
investment. When value of such investment becomes
diminishing with little hope of recovering, then its
book value will be adjusted as loss from investment
activity.

Those investments that TCB holds more than
20% and less than 50% shares in form of holding
common stock with voting power, or those
investment hat TCB holds less than 20% but are
highly potential, shall be evaluated by Equity Method
in addition to document quarterly financial report.
Difference between cost of investment and net value
of stock rights is amortized over a five-year period.

Those investments that TCB holds more than
50% of shares are subsidiaries of TCB. In addition to
evaluation by Equity Method, consolidated reports
will be produced at the end of accounting cycle.
However, those individual subsidiaries of which both
total assets and income from business activities reach
less than 10% in respective categories of TCB will
Those

individual subsidiaries of which both total assets and

not be enlisted in consolidated reports.

income from business activities do not reach
standards to be included in consolidated reports, but
the sum of all total assets and income from business
activities of these subsidiaries reach 30% or more in

respective categories of TCB, then those subsidiaries
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with total assets and income from business activities
reach 3% or more in respective categories of TCB
will be included in consolidated reports. Unless the
sum falls below 20%, otherwise these subsidiaries
shall remain included in the consolidated reports.
Currently there is no subsidiary qualifies the standard
to be included in consolidated reports.

Cost of sale of long-term stock-rights is
calculated by moving average method; gain/loss in

enlisted under Gain/Loss from Investment category.

7. Fixed Assets

Fixed assets are recorded according to costs to
acquire, and their book values are recorded by cost or
cost plus re-evaluated value increase minus
accumulated appreciation. Re-evaluation of assets is
of Asset

Re-evaluation. Major improvement or Remodeling of

executed according to Regulations
fixed assets are recorded as capital expense; expenses
of maintenance and repair are recorded as current
expense. Gain/loss from sale of fixed assets is
recorded in gain/loss of current fiscal year.

Calculation of depreciation adopts legal
duration year and salvage value is recorded by
average method. Depreciation shall be recorded as
well if assets that have reached expiration of duration
are still being facilitated.

Fixed assets that are on lease to third party in
business lease method and idle fixed assets are then
recorded under non-business assets category; related
expenses of depreciation are recorded as non-business

expenses.

8.Collaterals and Residuals Taken Over

Collaterals are recorded according to cost to
acquire. Depreciation is adopts average method with
economic duration limit plus one-year salvage value.
Duration limit for major collaterals is 55 years.

When
dispositions of write-offs in respective categories for

collaterals are sold, gain/loss of

costs and accumulated depreciation are recorded as
current gain/loss.

Values of collaterals will be affected by overall
status. Therefore, there is

national economic
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possibility of difference between current estimated
value and final gain/loss in collaterals due to

uncertainty of actual value in future.

9. Deferred Expenses

Expenses such as construction expenses of
water and electricity, installation and maintenance of
telephones are amortized over a five-year period.

Differences between balance of sale of
Nonperforming Loan and price of sale are recorded as
loss of deferred sale of bad debts according to
Paragraph 5, Article 15 of the Financial Institutions
Merger Law, and are amortized over a 60-month
period starting from the date that contract of sale is

signed.

10. Employee Pension Plan

Employee  Retirement  Regulations  are
applicable to all full-time employee of TCB. Prior to
1995, retirement fund was prepared at 4% of total
amount of wage & salary. Starting from December,
1996, occupational employee retirement fund is
the fund

commission. Amount of net cost of retirement

managed by employee retirement
pension fund calculated by actuary will be deposited
into retirement fund account; effective date is traced
back to January, 1996 as the beginning of deposit.
Starting from 1996, net cost of retirement
pension fund is recorded according to the Statement
of Financial Accounting Standards No. 18 at the
amount calculated by actuary, including current cost
of service, interest of current estimated obliged
payment, estimated return on retirement pension fund
assets, amortization of un-recorded cost of service of
previous period, and un-recorded transitional asset or
amount of amortization of net obliged payment.
Un-recorded transitional net obliged payment is
amortized by average remaining year of service of
employee — 17 years. Un-recorded cost of service of
previous period is amortized by average remaining

year of service of employee — 22 years.

11. Reserves for Contingent Losses
According to the Rules Governing Securities



ST S O E RS

HS A -

S RgRYE R 2%

12. G [F Y E]

LG (= Y B ARSI R T T
BRECRET 150478 S TTE > 1T
R Elﬁ@%ﬁ 3%5‘%Wﬁ I@Héwﬁi Elﬁ%%f

P FTRTAIDY > T A T e

13,67 1% 2 Blig il € b
(1) ZE pAF 1P s 9 et bh 2450

—

S PR AR M [

MR W ?# FE 1
R s FZ*%GIE“'HWJEE} NS O
AR > 3 RGIEAR « Ao 1R

AR ARl e N L G TE oS |
ﬁr’bfs'}’ﬁf AR AT R TAC TN [ E G TE 2o
UES i

(2) HHC a7
%H*HtPWVW}*%*HMI ]

ﬂgf?ﬁfgjgyjfrﬁ EREIRY > R ﬁgﬁ = F[‘/ifvﬁ
WJL%U}??#‘ ORI H V}*T BT *J%U} (S ARS

il EAHETE B s¥§: A Ay A R
F%H lj [/J*:H:E»[»T:%E—T Sl B IEEJ 7J Flkfﬁﬁ%‘{ FIIEMS
g

(3) fifisticr] 5

(;7\

J JEW’@J/%TT‘F (g afeis
35 R - Hhsr

et
A ff
i Hig: P O o IR

i
}
LA JE} =

56

Firms, 2% of monthly income from service fees
charged on entrusted trades of securities in security
brokerage business is reserved for loss from defaulted

contract.

12. Business Provision

Provision for Guarantee Liability for guarantees
with collaterals is limited to 1% of balance of amount
guaranteed. Guarantees without collaterals are limited
to 3% of balance of guaranteed amount. However,
added amount of the balance of the guaranteed
amount in current year may not exceed total amount

of income from service fee in current year.

13. Financial Derivatives
(1) Foreign Exchange Forward Contracts for other
than trading purpose
Foreign Exchange Forward Contracts that are
acquired for the purposes of avoiding creditor’s rights
in foreign currency and risks of change in exchange
rate on debts are amortized over duration of contract
and recorded as gain/loss. On the date of balance
sheet, adjustments will be made according to spot
exchange rate announced on the date of balance sheet.
Differences derived will be recorded as gain/loss of
current period, and the differences derived from
exchange rate on the date of contract expiration will
be recorded as gain/loss of current period.
(2) Interest Rate Swap
Interest Rate Swap contracts that are acquired
for the non-trade purpose are targeting on specific
bonds or loans, and are swapped with the opposite
trading party with fixed interest rates of bonds or
loans according to market floating rate within agreed
period. On the date of agreed clearance and the date
of balance sheet, payable or receivable from interest
rate differences in the results of clearance will be
recorded as adjustments of income from interest of
such bonds or loans.
(3) Cross
Currency Swap Contract

Currency Swap-Interest Rate and
Cross Currency Swap Contracts are acquired for
the purpose of making payments in different foreign

currencies. Assets and liabilities in foreign currencies
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of current positions will be recorded according to
current exchange rates on the date of contract
acquisition; and those of forward positions will be
recorded as agreed forward exchange rates.
Differences between current and forward exchange
rates will adopt linear method and amortized evenly
during durations of contracts, and will be recorded as
income from interest or fees. For the income from
interests, amounts of payable or receivable are
calculated with agreed duration of interests and
interest rate, and are recorded as income from interest

or fees.

14. Taxation

Income tax is apportioned with cross-period and
same period according to the regulations of the
“Standards for Income Tax in Accounting Practice” of
the Statement of Financial Accounting Standards No.
22. Amount of income tax affected by temporary
differences of taxable is recorded as deferred liability
of income tax. Amounts that are affected by income
tax derived from reduced temporary difference,
deduction of loss, and deduction of income tax will
be recorded as deferred assets from income tax, then
possibility of realization in deferred assets from
income tax will be reviewed, and record its provision
for amount reviewed. Adjustments of max/min
estimated payable income tax of previous year will be
recorded as adjusted annual income tax.

The taxable amount in undistributed earnings
that are subject to 10% of corporate income tax will
be recorded as current expense on the date of earning

distribution determined by the shareholder’s meeting.

15. Treasury Stock

TCB adopts the “Standards for Treasury Stock
in Accounting Practice” of the Statement of Financial
Accounting Standards No. 30 to recall issued stocks,
and record as treasury stocks based on original costs
of acquisition. If price of disposition of treasury stock
is higher than its book value, then the difference will
be recorded as Reserve-Transaction of Treasury
Stock. If such price is lower than book value, then the
capital reserve derived from transactions of treasury
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stock of similar type will be written off with the
difference. If insufficient, then it will be debited from
retained earning. Book value of treasury stocks is
weighted and averaged, and calculated according to
reasons of recall.

Discharging of treasury stocks is debited from
capital reserve-Premium and Stock Cost if stock
issued according to stock rights percentage. If its
book value is higher than the total of par value and
premium of stock issued, then the capital reserve
derived from treasury stock of similar type will be
written-off with the difference. If insufficient, then
retained earning will be written-off. If book value is
lower than the total of par value and premium of
stock issued, then it will be debited from the capital
reserve derived from treasury stock of similar type.

(II) Any Reasons and Effects
Accounting Principles
Nil

of changes in



U[)E'I fel €1 “f RIE S (IV) Significant Accounts
?JI & Wid Ié hHE 1. Cash and Cash Equivalent
92 12F]31F}! 91 = 124 31}!
2003/12/31 2002/12/31
B E Cash on hand $ 2,569,003 $ 2,599,176
?—tia 5 fﬁﬁf Foreign currency on hand 244,196 217,748
M ME@%E Notes and check for clearance 893,056 651,229
L [ Due from banks 735,238 596,947
PSS [RIK Call loans to bank 3,922,270 4,970,580
?L—}?'ﬁﬁ[ =k RS Cash Equivalents —Bills
Purchased
RSLEES Certificates of time deposits 34,003
E?ﬂ 2 R l?}l Securities — Government  bonds 341,591
I’F‘rﬁi e Commercial papers 507,682
fl e Total $ 8,363,763 $ 9,918,956
(- )Jj‘jﬂﬁ%ﬂ K %lgj HA4 ?%[’Jék[ ° (1) Collaterals are not provided for purchase of short-term
bills.
(R f[ ’ﬁl Eg 1 i’n\: (ol P JE[ FL Z/ (2) Insurance subscribed to cover the company’s cash on
hand is listed as follows:
92 12F]31F}! 91 =% 12*]31F}!
i Fl Item 2003/12/31 2002/12/31
’Elﬁ'ﬁié @ Cash on hand insurance $ 4,676,575 $ 4,491,604
%’F 1 HE Cash in the operating counter 1,683,078 1,642,645
&R e Cash in transit insurance 1,000 1,000
Fopiop] €7 Currency counterfeit insurance 1,000 1,000
AL Shortage of cash insurance 1,000 1,000
Alterations and counterfeit
EI?%@S' EITERL S VAR M (R
insurance for marketable bills & 10,000 10,000
e
securities
F’—\] il Total $ 6,372,653 $ 6,147,249
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2. Due from Central Bank

Due from Central Bank are made according to
Article 42 in Bank Law and “Regulations Governing
the Audit and Adjustment of Deposit and Other
Liability Reserves of Financial Institutions”, and are

deposited in designated account for cash reserves.

S R 51 3. Securities Purchased
92F 125 31[! 91+ 125 31F!
o F Item 2003/12/31 2002/12/31
RS Securities
AJE%{':EUFEE Beneficiary certificates $ 2,880,000 $ 2,871,330
0 2 plEE Listed Stocks 4,238 4,238
g r[ﬂ‘ [?‘??} Government bonds 6,468,484 3,106,798
7t 2 ]’?ﬁ‘?} International financial bonds 373,758 382,250
L el ST ST
securities
i ml Total $ 9,652,323 $ 6,245,337

B B SR (RS & e LS
=3 ISR TRLE > T0F fsioh 4
LB -
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Securities purchased as deposit reserves and due
from banks are stated in the designated account. None
of the above listed securities have been pledged as
collaterals.
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4. Accounts Receivables and Other Current Assets

915 12F] 31!

2003/12/31 2002/12/31
Tl R Bank acceptance receivables $ 99,065 $ 146,353
H ISR Other receivables 4,817,291 3,190,922
e _ Less: Allowance for doubtful
T R ( 1,805,720) (1,808,063)
accounts
SRk Prepayments 1,650,253 2,393,250
R Receivables on forward contracts
T B Sy 1,054,253 564,117
f sold
STy Receivables on forward contracts 629,497 128,132
. R, Less: Payables on forward
Ve R FE R ( 406,827) ( 33,826)
contracts purchased
ISR =1 Payable on Forward (1,273,588) ( 658,423)
N . .. Net Deferred income tax assets -
VR AR YR 125,000 75,000
current
Sl Gains receivables 200,262 149,079
TQEL[VEI?%: Bills and notes receivable 13,059 5,873
Tl Accounts receivable 16,971 43,166
Fﬁ[ &1 Total $§ 5,119,516 $ 4,195,580

S PYTRIRL o0 2RA PR S 92 5

k9] F

[

HESTHIEE 1,791,845 [F7e % 1,794,188 [+

Other Receivables include money advancement
for delinquent deliveries. In fiscal 2003 and fiscal

T BOTHET 92 F I 91 A G LT R
1,791,845 (F 7 & 1,794,188 [F 74 o
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2002, the amounts are NT$1,791,845,000 and
NT$1,794,188,000, respectively, which are recorded
as provisions of doubtful debts as NT$1,791,845,000
and NT$1,794,188,000, respectively.



c BLE R S PEREY 5. Funds and Long-Term Investment

(- )& (1) Funds
92F 125 31F! 917F 125 31F}!
2003/12/31 2002/12/31
S Reserve for compensation of trust
K i) P $ 50,000 $ 50,000

liabilities under custody

[FEAEELEYERT 103 R HIE IQ\'F?’T]‘@FE&,‘ Refundable deposits paid of trust liabilities under custody
[ﬁwﬁi} FIEREAL > f @l—,:“ ErE Ejfﬁ [dve |TF are prepared by depositing Central Government
Development Bond in Central Bank according to Article

103 of the Banking Law.
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(2) Long-Term Investment
92F 12k 31!

914 125]31[!

2003/12/31 2002/12/31
R I ke TR e T
: %o of %o of
Name of Invested Firms Par Value . Par Value .
Holding Holding
+ Fl) S Rl
Unhsted Corporatlons
O B P wEFET
E)ebt Instruments Dep0s1t0ry and Clearing Co. 20,000 1.00% $
Taiwan
BN = =W TR A N =
[ EEJJJ%FIII%FIIr‘I:[J 0 0
TaFiwan Securities Central Depository Co. Ltd 806 0.08% 806 0.08%
| H |7~$ S pl [: il 0 0
Taflchung Real Estate Management Co., Ltd 10,817 30.00% 10,817 30.00%
(AL (A . 0
Taiwan SMB Incubation Development 29,000 4.84% 29,000 4.84%
L=t 2l . .
Talpel Forelgn Exchange Brokerage Co. 800 0.40% 800 0.40%
- ﬁj‘tﬁ’ 59,945 0.99% 59,945 0.99%
Fuban ecurltles
I % 2 B 20
Central Bills Finance Corp
BTN R il ; ;
Jisun Securities Investment Trust Co. Ltd. 30,000 10.00% 30,000 10.00%
LI CT T BTN T
e P il 9,000 0.45% 9,000 0.45%
Taiwan Futures Exchange
[ &7 Tl 0 0
Financial Information Service Co. Ltd. 45,500 1.14% 45,500 1.14%
TiFI 1SRG o e (2R R IR
g:)chlnnc% Banking Life Insurance Underwriter 3.480 99.00% 2,207 99.00%
(I SRR L
aichung Banking & Financial Property o o
Underwriter Co., Ltd. 6,621 99.00% 2,401 99.00%
4 ?’r
[ Total 215,969 $ 190,516
LR
Less: Allowance for Market Value ¢ 7,929 ( 7,925)
19 Fer
Net Amount 208,044 $ 182,591
,H L SRR 0 T r il E [H’ CYFRUINRE 1. Taichung Real Estate Management Co., Ltd is still
2% il Vi PR A A FT F DG |ZV“TE[F7;J [ jfgj under clearance. TCB has stopped adopting Equity
& JEH J‘ﬁ’iﬁ? I Method, and amount of related possible losses are
£ HEHE I , p
recorded as loss due to price fall
&) &= }Uﬂ FR o — F SRR |"§'f 2. TCB used Equity Method to evaluate Taichung

i HI%LE‘H’: [P FO2R AR DY E IS R
H[Li

N Ep e PR S AT E BT L DR
R4 SRR
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Banking Life Insurance Underwriter Co., Ltd and
Taichung Banking & Financial Property
Underwriter Co., Ltd. Details of original costs and
losses of investment are listed below:



Ry A

Gain from Investment

PR ¢ I ISEEL
Original Costs of
2003 2002
Investment

RLEASE I aE i 2
2l

Taichung Banking Life Insurance $ 1,980 $ 1,273 $ 227
Underwriter Co., Ltd
FrHTEEL S Sp il POR) AR g
2l

Taichung Banking & Financial $ 1,980 4,219 421
Property Underwriter Co., Ltd.
Gyt n Fjj%ﬁfjjf&?}iésf\ FEHPER (3) All Long-Term investments made by TCB provide

no guarantee

64



4~ il

6. Fixed Assets

- i i 57 L R S
FI2E31F! FLIE RS % F = = R fET
2F 1273l F .F[ Revaluation [ "' Accumulated I=F j f
2003/1231 Acquired Cost o Subtotal o Book Value
Appreciation Depreciation
B Y
wEH $ 1,806,641 $ 514,529 $2,321,170  $ $2,321,170
Land
) T
v T B 1,879,063 140,428 2,019,491 672,710 1,346,781
Building and Structures
R
Transportation 66,920 66,920 59,948 6,972
Equipment
*H f*‘j%ffﬁj
LD 1,386,367 1,386,367 1,045,678 340,689
Other Equipment
o A
ﬁ»
Contruction in Progress 45,855 45,855 45,855
and Prepayment for
Facilities
& B
{"Ital ! $ 5,184,846 § 654,957 $ 5,839,803 $ 1,778,336 $ 4,061,467
o
e E1 387 i L, KEHTE S
g PR g K R i
O1F 125 31F ! | Revaluation Accumulated
Acquired Cost o Subtotal o Book Value
2002/12/31 Appreciation Depreciation
FPE
Lar?d $ 1,761,656 $ 514,529 $2,276,185  $ $ 2,276,185
B W Y
o X 1,838,171 140,428 1,978,599 624,586 1,354,013
Building and Structures
R
Transportation 65,404 65,404 57,391 8,013
Equipment
* f*ﬁiﬁ*ﬁﬁj
[ 1,350,569 1,350,569 959,525 391,044
Other Equipment
ok A
ﬁ’
Contruction in Progress 36,053 36,053 36,053
and Prepayment for
Facilities
A t
"E’lotal 5 $ 5,051,853 $ 654,957 $ 5,706,810 $ 1,641,502 $ 4,065,308
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kj%uﬁawwvﬂ@g@m 4 BT
2RI 1 PO PR
RS 58 1 P B B2 ]
Ee] — B DS~ P SR
fif A fiﬁjf‘d £5276,281 [F 7 IR A ff-
o R -

=) Yt, filZEH 3}2 R Y )
EjSite &0 @% ﬁ%“ ;FAJMTF,:E o

(3) F 2 il S5 H (R, -

() ey JE i PR g

(1) According to government regulations, TCB has

conducted several re-evaluations of certain fixed
assets and land (base of construction).
Re-evaluation of land is conducted according to
current value announced by government.
Re-evaluations of other fixed assets are conducted
according to the Regulations Governing Enterprise
Re-Evaluating Assets. As of December 31, 2003
and December 31, 2002, reserves of value-added
tax of land re-evaluation are all NT$276,281,000,
and are recorded as long-term liabilities, see Note
11 for details.

(2)Fixed assets that are not for business purpose are

all recorded in Non-Business Assets. Please see
Note 7 for details.

(3)All TCB fixed assets are not provided as

guarantee.

(4) Fire insurances for fixed assets are listed in below:

92 12F]31F! 91 = 125]31F}!
2003/12/31 2002/12/31

BV S8 B Py L
ST

FHE [ fi $ 1,420,900 $ 1,400,500
Buildings and Equipment
3 B

H LF}' fi . 1,736 2,224
Transportation Equipment
P =
- ol
H " $ 1422636 $ 1,402,724
Total
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=~ ZERT YR 7. Non-operating Assets

92:F 125|31F}! 917 12E|31F!
2003/12/31 2002/12/31
RS ¥
Assets on Lease
E o L 3y
e t
# $ 27,286 $ 9,147
Land
el o T Y
ey
TR 27,169 5,660
House and Building
W BT
’ . ( 8,926) ( 1,838)
Less; Accumulated Depreciation
rJ\ ?[‘
$ 45,529 $ 12,969
Total
7%
Un-used Asset:
E ol L 3y
e t
FH $ $ 38,310
Land
el o T Y
ey
T 37,392
House and Building
- B
- ( 9,238)
Less  Accumulated Depreciation
rJ\ ;[‘
" $ $ 66,464
Total
L Y
) e fis $ 45,529 $ 79,433
Total of On-Lease and Un-Used
() F A pEERH R Hh”'fi'”ﬂsfjfg’f?ﬁéf%" = (1) Among TCB Non-Business Assets, Provisions of
RPN PIE I'Fff“' D 4 Py AT v ITJFJ Base of NT$13,332,000 for Building in On-lease
13,332 (5% =157 = B¢l f?ﬁ*i POl and Un-Used due to land re-evaluation has been
ﬁﬁfﬁlm ° recorded in Long-Term Liability-Provisions for
Land Added-Value Tax.
&) &= 'F[JH ',?E'EFHEJPEF'['?}'@E A R - (2) All On-lease and un-used assets are not provided
as guarantee.
(=) PSR R R 2 g (3) Future income from receivables of Rent on assets

on-lease are listed below:
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17 1 & @
Period Amount
= 93 O
$ 16,958
2004
B 94 o
8,758
2005
Nl 95 F
1,894
2006
8. Other Assets
027 125|31F! 91F 125|31F!
2003/12/31 2002/12/31
(s
IJ[- A F $ 21,206,777 $ 26,600,923
Delinquent accounts
¢ R RIR
Less: Allowances for Doubtful ( 2,454,322) ( 2,113,650)
Accounts
‘—J‘ [_ r[ﬁ\—ﬂ I
1,386,339 1,144,678
Refundable deposits
PRI |
Deferred Expenses
T R
3,065,007
Salre of Bad Debts
# P 40,632 45,345
Others ’ ’
QQI:F £ ,;%“]J [ﬁ [YEI%E[
Net Credlts from Entrusted 372 304
Trades of Securities
BT B
Net Amount of Collateral 2,976,879 1,804,781
SIS £ 5%
Deferred Cost of Retirement 521,811 411,424
Fund
ERRICER A —’E{’R ’
Net Deferred Income Tax Assets — 1,170,000 1,425,434
Non-Current
H P 229
Other
A 7t
! : $ 27,913,724 $ 29,319,239
Total
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RS 2 A - F A PrprEE
TEOE 3 I f[ IEFILE 4 IR 4,802,474
|I7v [/7 ii[?‘} LI'%[%? { 1658877 o &
T L AL 3, 143 597 lfw > A RIS
A TR B R A R J'J?FJ%@E'F
%HE“@‘_H?* R Hﬁéﬁwi AR
HUE ] o EE o] 7 F k> Bt ﬁr_l,ﬁ\qﬂfv [/]F Bl
(= ;f 1,658,877 II HET/IJ*El PR (IRt
pu[) o H 2 EIP Fm;/

—rv
"—H

DA D EA - A P
: 1,658,877 (F 7
DmasE i 100 NP e

H P R
I:[TJI?EJHE:E Ejj
1 e

ﬁw%ﬁwTﬂ@ tE
PR T

925 12F]31 !

On November 14, 2003, TCB has contracted
with China Development Asset Management
Corporation to sell listed bad debts of
BT$4,802,474,000, at the price of NT$1,658,877,000.
Incurred loss from bad debts is NT$3,143,597,000.
According to Paragraph 5, Article 15 of the Business
Mergers and Acquisition Law, such dispositional loss
is amortized over a 60-month period starting from the
contract date. Un-Amortized balance is recorded in
deferred expenses. As of the end of 2003, the amount
yet to receive from the foregoing contract is
NT$1,658,877,000,

receivables account (see Note 4). Key contents of the

and is recorded in other
contract are listed below:

Contract Date: November 14, 2003

Price: NT$1,658,877,000

Delivery Date: Within 100 Days from Contract
Date

Other key clauses: If Seller commits major
contract violation on individual bad debts, then buyer
may demand seller to reduce or buy back such bad

debts.

9. Due to Banks

915 127]31f!

2003/12/31 2002/12/31

B P

51,442 105,953
Due to Banks $ ’ $ ’
P e
Py l] [:[

95,774 51,276
Overdrafts from Banks ’ ’
e

17,508
Call Loans from banks ’
i af $ 164,724 $ 157,229
Total

69



4~ A RCE - B PR e 10. Accounts Payables and Other Current Liabilities

92 12F]31F! 91 = 12F]31F!
2003/12/31 2002/12/31
T e
SR
322,004 261,318
Accrued Expenses s ’ s ’
ISIaIRIEE T
Wi | H A 44,166 36,345
Collections
PR
1,592,702 1,491,780
Other Payables B S
BT EE
PRILRER 104,756 139,713
Acceptance
P
HETIER 481,709 354,393
Other Prepayments
Tl mpEE
Payables of Purchase of Forward 1,804
Remittance
i At $  2,545337 $ 2285353
Total
1=~ R POERTER, 11. Long-term Liabilities — Reserve for Land Value

LB

Increment Tax

92F 125]31F! 91 = 125]31F!
2003/12/31 2002/12/31

CZIN R :C ]

Balance- Beginning

1t SRS

Add: Recorded in Current Period
Vil o o B

Less: Write-Off in Current
Period

oA &R

Balance - Ending

$ 276,281 $ 276,281

$ 276,281 $ 276,281
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4 = Fff[ F—EFHE T E Fff[ [# 12. Long-Term Liabilities — Retirement Fund
927 12F|31F! 91+ 12F|31F!
2003/12/31 2002/12/31
TERtE it £ i
Liability on Accountable $ 521,811 $ 411,424
Retirement Fund
4= ~EM £l I'EJ 13. Other Liabilities
92:F 12531} 91 F 12F|31F}!
2003/12/31 2002/12/31
T ORI &
PR , , 97,079 $ 73,682
Guarantee and margin deposits
EEEIERE
15,878 15,011
Provision for Accidental Loss
@ﬁ%ﬁ?ﬁ
Provisions for Guarantee 29,873 20,987
Responsibility
H F 15,058 33,250
Others ’ ’
5 #
! " $ 157,888 $ 142,930
Total
(—) =FEFFH] (1) Pension Plan

+ 2 FIJF L RS R AR
YT TR R T s Hﬁigr e
BN 50 -Fii RS RUSE £ Jiﬁir A i
FLEe B e = [ﬁﬁiﬁ}\ftwi EREE
Ho A EGE Wt F R B AR ED

] FEAECE R Y A il*ﬁﬁﬁm%&'* (A5
’ﬁﬂz{é}ﬂ/ ilﬁﬂ%@?b%‘mﬁl EEHET

() 1865 55 1 FIE » S Il |7 psL
ﬁ#V@%@iAimeP?H@ AR
-l/tfjiljé” ISR & 554 o F1 T SELff I 8 Bk
(IO RTIER 2 By 7 T L S
VUL B - ETAL £ A B
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TCB employee retirement program applies to all
of length of

employment is awarded with 2 base points of

full-time employees. Each year
retirement fund. However, for those whose length of
employment exceeds 15 years, one base point is
awarded fro every year. Maximum number of base
points is limited to 45.Length that is less than half
year is recognized as half-year, and length over
half-year is recognized as one year. Payment for
employee retirement is made according to length of
employment, last position held when retiring, and
calculation based on retirement program approved by
the board of directors and adjustment rate standard.

(2) Starting from May 1, 1997, banking industry
becomes subject applicable to the Labor Standards
Law. TCB also follows the law by starting to list cost
of retirement fund according to Labor Standards Law.

Retirement Fund for employee measures follows the
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LIl {R 5L & SR
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Standards for Retirement Fund in Accounting Practice
of the “Statement of Financial Accounting Standards
No. 18”.
retirement base point adjustment rate used in

Discount rate and long-term average

calculation of obliged retirement fund payment are
3.5% and 1.5%, respectively. Estimated return on
3.5%.
the unlisted

transitional net obliged payment is amortized over a

investment of retirement fund asset is
According to actuary calculation,

17-year period. Unlisted cost of service in previous
period is amortized over a 22-year period. Since
1996, TCB has set up an independent employee
retirement fund and reserve for laborers’ retirement;
such funds are deposited in proprietary accounts in
the Business Department in TCB and Central Trust of
China.

Key content of pension plan is listed as follows:

1. Deposits of Retirement Fund
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925 12F]31 !

915 12%]31 !

2002/12/31
$(  464,446)
( 875,890)

2003/12/31
FEHAGT I $(  518,124)
Vested ,
PR M 55 (1,063,597)
Non-vested -
BARAG 357 (1,581,721)

Accumulated Benefit Obligation
N L YR

_ ( 339,370)
Variables to Future Payroll Increase

(1,340,336)

( 392,218)

e
Projected Benefit Obligation

kgL & 2 R

(1,921,091)

(1,732,554)

928,912

X _ 1,059,910
Fair Value of Pension Assets
Ry
HE ) ( 861,181)
Allotment
R SR 5
Unrecognized Provisional Payout 231,892
Obligations
RS
AR 449,911
Unrecognized Prior Service Cost
Fallaet R & G
+ Tl .Pf‘_ Tﬁ(ﬁ) 179,378
Unrecognized Pension Loss (Benefit)
Wl st ik & i
Pl eshastit & g1 ( s2181D)

Inserted Translation of Pension Liabilities

( 803,642)

257,657

476,081

69,904

( 411,424)

TERtE it £ i

. C $C  521,811)
Supplemented Pension Liabilities

$( 411,424

2. Costs of Retirement Fund Include:

91 =% %
2002

$ 89,527

81,370

( 44,307)

25,765

26,170

$ 178,525

92 % M
2003
J ’\’,‘K‘;_—ri;,
Tk $ 84,994
Service Cost
FII LAY
L5 % 68,490
Interest Cost
::)Lr @#» :J/;’rjg}g I FN
L AL T P (39660
Estimated Return on Pension Assets
R KSR o S e
Amortization on Unrecognized Provisional 25,765
Payout Obligation
I 26170
Unrecognized Prior Service Cost
At
[l ! $ 165,759
Total
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14. Capital Stock

On September 27, 1952, on the order of the
Taiwan Provincial Government, Taichung District
Joint Saving Company was in preparation for
establishment, and was established in April of the
following year, 1953. At the time of establishment,
total capital was NT$500,000. Because of needs of
business development, capital was increased to
NT$200,000,000. The Company was transformed to
“Taichung District Small and Medium Enterprise
Bank Co. Ltd.” in 1978 with capital increased to
NT$300,000,000. Through out the later years as new
shares were issued, the company transformed and
changed to :Taichung Commercial Bank Co. Ltd” in
1998. As of December 31, 2002 and December 31,
2003, TCB has issued 1,538,014,000 common stocks
with par value of NT$ for each share, and paid-up
capital was NT$15,380,144,000.

15. Capital Surplus
(1) According to the
compensating loss and supplementing capital, additional

Company Law, except for
paid-in capital may not be used for other purpose.

(2) Additional paid-in capital that is added through issuing
premium of addition of capital in cash is limited to once
per year, and may not use such additional paid-in capital
to furnish capital in the same year of addition of capital
in cash.

16. Unappropriated Earnings and Legal Earning
Reserves
(1) According to company rules, after final accounting of
revenue and expenditure, 30% of net profit will be
drawn as legal reserve in addition to corporate income
tax and covering loss of previous year, and then 0.6%
will be drawn for stock dividends. If there is any
remaining, then 5% will be drawn as employee bonus,
and the distribution of the rest will be proposed by the
board of directors and determined by the shareholders
meeting. Distributions of stock dividends and bonus
described above in cash and percentage of stocks is
planned by the board of directors according to current

financial market trends and environment, profitability of
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the Bank, development plan, and adequacy of capital,
and then is proposed to and determined by the
shareholders meeting. There was no distribution of
salary for directors and supervisors and employee bonus
in 2003.

(2) According to the Banking Law, before legal reserve

& F"J HEXER - ?F,J Al Y 4 AEAE reaches total amount of capital, the highest amount of
15% 5 JFE B AL H Py A ?“Fi%ﬁﬁjj P earning distribution in cash may not exceed 15% of total
A el Bfiﬁjﬂ o amount of capital; if legal reserve reaches total amount
of capital, then such rule does not apply.
4+ R R 17. Treasury Stocks
o gl
Unit: 1,000 shares
92 [F]1f! 92 12F]31F!
2003/1/1 2003/12/31
YTpVRLN WFIER T T+ WY
Reason for Recall Shares at Beginning  Addition Less Shares at Ending
R
Transferred to Employee 30,760 — — 30,760
2) % [’?ﬁjt v ’ﬁﬁ%ﬁ&%l (MRS L PF LT T (2) Treasury stocks held by TCB, according to laws, may

17 fﬁﬁl EPIEFD 53T ~ AR SRR
%JF’?F' LHH/’%&[’}?EIE% E %’F‘)E“ﬁ“: TP

e ORI A SRR > B S
G i%%ﬁ' ey A FERRP e S

A oA
(1) -ﬁfrr%zb M) AT T
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be set up any guarantee, and may not entitled to the
rights of distribution of stock dividends, voting power,
and etc. Purchase-Back shares must be transferred to
employee within three years starting from the date of
purchase; otherwise such shares will be regarded as
un-issued shares and should change registration of
capital amount.

18. Income Tax
(1) Calculation of Income Tax and Income Tax Payable are
listed below:



92F 1 91F 7

2003 2002
A RS FIGEED 545,391 $(4,534,076)
Net Accounting Profit before Tax (Net Loss)
SRS L
Adjustments for taxation:
A B

Permanent Difference
FIE1 55 55 BEHAIF| R
Income from Interest on Separately Taxed ( 6,352) ( 9,716)
Short-term Transactions Instruments
(i 5T L BT HDIER
Loss (Income) from Tax Discontinuation on  ( 58,583) 61,398
Trades of Securities
BT PR PER Fﬁf‘[ + #97%0 pARH

, . ( 178,334) ( 62,422)
Income from Disposition of Land Guarantees
El ,Hj;‘ L/\“ﬂ:%: Ii[
P IR ( 15,544) (18327
Other Permanent Differences
PR B
?TEJT 2 & . ( 480,665) ( 518,494)
Temporary Differences
SETEL
A $( 194,087) $( 5,081,637)
Taxation Income
ERETEL | 5 o A
ARG ] $ 194,087 $ 5,081,637
Loss deferred to Next Year
IESES WMy ) 3 B S B
Taxation Income after Deduction
e R N N
Income Tax Payable
N WEER IR B E FLYH L FI
7SRRI 1,588 2,429
Expense of Separately Taxed Income Tax
SR W AR
Affected Asset and Liability from Deferred 255,434 ( 460,945)
Income Tax
P AR {
R (51,595 ( 48,075)
Income Tax Adjustment
F 53 e a1 0% AR B 36.591
10% Income Tax on Un-Distributed Earning ’
Bt FEH R | (F[2
PRI Cll) S 205427 $(__470.000)
Expense (Profit) for Income Tax
@92 F 91 F 12 F| 31 [V VAR HIES @Taxes Paid on December 31 of 2003 and 2002 are
$51,345 (7~ 5 $79,291 [F o NT$51,345,000 and NT$79,291,000.
@% F{J@}Zﬁ*}h—{ G N EIE SR I E -y @Corporate Income Tax as far as fiscal year 2001
F > % #;’F,}ﬁ Fi I BRI T o filings are reviewed and confirmed at the National

Tax Administration of Central Taiwan.
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(2) Affected Amounts derived from Temporary and
Individual Income Taxes of Deferred Income Tax

Liability or Asset are listed in below:

o - ow o o - w o
2003 2002
£ gy f Nyisad
kS o S
unt Income Tax unt of Income Tax
P R
]Emvisions for un-realized
Losses $ 51,083 $ 12,771 $ 35,998 $ 9,000
R R
Provisions% for Doubtful
debts Exceeding Limit 1,680,026 420,006 2,181,761 545,440
BT
Deduction of Loss 9,666,361 2,416,590 9,476,021 2,369,005
*l &)
Others 22,603 5,651 46,511 11,628
PRI HRI YR
= Fffl f?‘}}ifcy i & e
Amount of Deferred
Income Tax After
Counter Canceling Asset
and Liability $ 11,420,073 $ 2,855,018 $ 11,740,291 $ 2,935,073
92:F 12531} 91F 12F]31}!
2003/12/31 2002/12/31
i 5’5{5:?1 CETH A Y
Current Deferred Income Tax Asset 5 425,657 $ 547,294
G (A AT —
Provision Review-Deferred Income Tax Asset - ( 300,657) ( 472,294)
Current
ST A o — VY
Net Deferred Income Tax Asset - Current $ 125,000 $ 75,000
ZEik éﬁi?_%f“’ AT HA Y
Non-Current Deferred Income Tax Asset 5 2,429,361 § 2387941
T R — 2
Provision Review-Deferred Income Tax ( 1,259,361) ( 962,345)
Asset-Non-Current
PR AT — 2
Deferred Income Tax Asset-Non-Current 1,170,000 1,425,596
:J‘Q,A‘I“\’_E /4 ’$ = 7 _:} Y L.:ﬁ}
ARICETIRL R SRR - ( 162)
Deferred Income Tax Liability-Non-Current
2 R T A Y A SR RS Af
Net Amount After Counter-Canceling Non-Current $ 1,170,000 $ 1,425,434

Deferred Income Tax Asset and (Liability)
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(3) Cumulative deficits from the previous five years

According to Income Tax Act, loss reported in the
filing of corporate income tax may be deducted from taxable
income over next five years. As of December 31, 2003,
amounts and limits of deductible losses in last few years are
listed in below:

RN HCBeE E WA S A A
Fiscal Year Audited Amount of Anticipated Deductible Deadline the
Deficit Reported Deficit Amount Deductible may be

Taken
A A $ 4,600,664 $ 4,391,088 Jud = F R
1999 2004
Jud - = ( 5,081,186) 5,081,186 Jud A A
2002 2007
ﬁ & $ 9,681,850 $ 9,472,274
Total

(4) &y -
CER R e e e RNk o]
(I3 e LR P 1 PR ¢ )

*ﬂ‘fﬁu”a"éﬁﬁm JE ST R ) A T

P AT AT SR e v TR
‘{/IZI_’\ :

(4) Deductible Investments

As of December 31, 2003, according to Act for
Promoting Industries Upgrade, investments made on
research and development and human resource training are
deductible. The amounts of and applicable years for
deduction for payable corporate income tax in future fiscal
years are listed in below:

el T L

TV
) P Deadline the
Fiscal Year 92.12.31 )
) Deductible may be
Obtained
Taken
L IEE
1,185
2000 3 2004
Ju Ju 15|
e 12,522 Jerd |
2001 2005
f&[ it 13,707
Total $ ’
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R AR

Balance in Tax-Deductible Accounts
SRR 53 H B o
Estimated (Actual) Rate of Tax-Deductible on
Distribution of Earning

92 5 1 flyof ) WEEAEAEHT T o fRER
B o1 & St R AR o PR
HERRe -

(6) 53 [z BR(R B DA ey -

925 12531 !
2003/12/31

(5) Related Information for Two-Tax in One

925 12531} !
2003/12/31

91 125]31[!
2002/12/31

§ 1,288,267 $ 1,260,939

%k There 1s no actual tax-deductible ratio for fiscal
2003, and therefore the estimated ratio is reported.
Actual ratio of tax-deductible is available for fiscal
2002.

(6) Pertinent disclosure on appropriated Earnings (loss
to be offsetted):

915 12531} !
2002/12/31

86 F & I'J 1
Prior to Fiscal 1997
87 & 1 I i
After Fiscal 1998

( 2,018,161)

— $ —

(3,959,542)

qo

otal

$( 2,018,161)

$( 3,959,542)

1o B R RO

92.1.1~92.12.31

19. Earnings Per Share on Common Stock

91.1.1~91.12.31

R A (EHED(A)
Net Profit (Loss) After Tax in $
Current Period (A)

339,964

$( 4,064,076)

HF VSR 9 T
Number of Outstanding Shares in
Beginning of Period

1,507,254 [+ &

1,507,254 [+ &

A
Number of Outstanding Equivalent
Shares in Fiscal Year (B)

1,507,254 (FH&

1,507,254 [+ &

P e (BB (A-B)
Earning (Loss) per Common Stock $
(A+B)

0.227 $(

2.70)7

= Bl P

20. Transactions with Company-Related Parties
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(1) Name and relations of related parties:

5 [ . 7o =4 'F[J;‘/%%I'h‘:
Name of Related Parties Relation with TCB
B E EHI(5791.5. 181k (5)

Chuan-Sen Wu

EVRRITH () 2 T
Yuan Lin Bus Co. Ltd

PR EREDE L
Tai-Gium Enterprlse Co. Ltd

PRI D E L )
Tai-Gium Information Co. Ltd.

T IFTERGA i (e PO ™ R E L )
Taichung Banking & Financial Property
Underwriter Co., Ltd.

FIFTEEL S Syl oo ARy E L )
Taichung  Banking  Life
Underwriter Co., Ltd.

[ R

Managers at branches and departments

Insurance

Director, Inaugurated on May 18. 2002.
2 R AV N R 2
Mr. Tze-Min Yang, who is also a TCB Permanent
Director, is the chairperson of Yuan Lin Bus
2 USSR * e TR 2
Mr. Hsi-Jeh Chen, who 1s also a TCB Permanent
Director, is a director of Tai-Gium Enterprise
* ’FlJﬁfJ';’nnFﬁ ?Tln RV 2 pilE
Mr. Hsi-Jeh Chen, who is also a TCB Permanent
Director, is a director of Tai-Gium Information
+ AEID S
Subsidiary of TCB

+ AR A
Subsidiary of TCB

IR VT
Department Heads who are direct subordinates to
General Manger

(2 E"?Ej%lf FVENT BT (2) Significant transactions by related parties:

(1) S BRI -

(1) Loans and Financing:
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i R gE W g Hl AL
Names of Relational People Max. Balance Ending Balance Interest Rate Interest Income
PP

Short-Term Secured

L oans

E PR s EpE L $ 120,000 $ 110,000 3.25% $ 4,169

Yuan Lin Bus Co. Ltd.

TP sy E U 27,500 10,670 4.00% 603
ai-Gium Enterprise

TIERTYPYE S E L i 10,000 10,000 6.25% 486
ai-Gium Information

=~ PR TR

Long-Term Secur ed

L oans

B[ A $ 14,850 $ 4850 2.94% 425

Chuan-Sen Wu

=] T FA T = A - E"é*éu‘ﬁﬁ} {’?ﬁﬂiﬁ'iﬁi‘
VAERETEFYEL 254,698 (£ FI RS T 595G 2,116

7 -

Ju - F & 2002

F%j%l'h":kﬁ

Name of Related Parties

By g4
Max. Balance

As of December 31, 2003, Secured loans with managers at
branches and departments totaled NT$254,698,000; interest
income totaled NT$2,116,000.

B4 ER e AT S FIEL
Ending Balance Tnterest Rate nterest Income

AU
Short-Term Secured
Loans

o A
Chuan-Sen Wu

P ST )
Yuan Lin Bus
LRI
Tai-Gium Enterprise
=PRI
Long-Term Secured
Loans

o A
Chuan-Sen Wu

B - 5 22 - FEE

$

$

15,000

100,000

12,969

14,850

g

$ — 6% $ 715

100,000 5% 5,442

8,040 7% 185

§ 14,850 3.5% $ 130

As of December 31, 2002, security loans with managers at
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VIERBTRAYEL 174,479 FRFEUE T 5955 9,310

e

(2) Wi - S b d DRl e

Jef =

e h e — TR ET 208,492 (£ W
107,480 [* 7 ?‘I ||JﬁF§lﬁﬁ;'/ 0.09% % 0.05% -

Gl

925 12|31 !

branches and departments totaled NT$174,479,000; interest
income totaled NT$9,310,000

(2) Deposits in TCB made by relational people as of the end
of 2003 and 2002 are NT$208,492,000 and
NT$107,480,000, respectively, or 0.09% and 0.05% to
total deposits in TCB.

@l ncome from Rent

91.F 12531}

T FIERH i (2~ (1) 2 il
Taichung Banking & Financial Property $

Underwriter Co., Ltd.

FHEEL S 2y O - () 2 il
Taichung Banking Life Insurance

Underwriter Co., Ltd.

IR E T FREE AR TR SRR T S ’F"]Hl%i

P U (2 (98

B S plEv VR s H R PR

i ] 5 R -

e B LE AT 2

2l

)

IZI

December 31, 2003 December 31, 2002
Y T
B G B .
Income, Rent ) Income, Rent .
Deposit Deposit
72 $ 12 $ 57 $ 12
180 30 90 30

IR hEEl s Syl

82

Income from rent in above derived from leasing partial
of HQ building to Taichung Banking & Financial
Property Underwriter Co., Ltd.
Banking Life Insurance Underwriter Co., Ltd. Terms

and Taichung

and conditions followed regular market situations.

21. Pledged Assets
Nil
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Item

22. Commitments and Contingent Liabilities

As of December 31 of 2003 and 2002, major
promises and liabilities bear by TCB are listed in
below:

(1) Details and Amounts are:

GAF 12531} !
December 31, 2003

91 F 12F|31F}!
December 31, 2002

Tl PRIl 2 O IR

Receivables of Entrusted Collections and
Entrusted Collections

TS R WEH R
Receivables of Guarantees
Guarantees

[ P LR 5 P L)
Receivables of L/C and L/C

LR | TRIRE5) M ] BB Te) 1553
Custody of Securities and Payables of
Custody of Securltles

ETES YRR [*%Fff?d/gj
Agency Sale of Traveler s Checks and
Contracted Sale of Traveler’s Checks

and

rusted Assets and Liabilities

( ) 7«[:, I:[ij/‘\'id[:ﬁﬁl*}b—{ N .':F_{ N E Z_{# E[L[
E',EFT l/l:IFTI <<$\;r F« /\H‘?‘ri:/f\—}‘uﬁ:r‘%ﬁ/
Hfr'éiﬁﬁlgﬁfm?wm :

§ 17,092,952 § 17,507,703
1,981,450 1,975,363
714,590 622,524
369,006 436,093
173,967 227,400
9,203,044 6,527,877

(2) Future real estate business lease contracts that
TCB has signed on December 31, 2003; rent
payables are summarized in below:

H fr] & K
Period Amount
S@93F
$ 34,382
2004
S [pI94 5
21,925
2005
SJEHO5F
9,951
2006
S EI96.F
8,834
2007
SE97F
4,823
2008
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3)

4)

)

(6)

As of December 31, 2003, TCB has deposited
4™ period, Category A of 1997 treasury bonds
of more than NT$50,000,000 at the Central
Bank as reserves for trust fund.

Theft occurred in Nei-Sin Branch of TCB in
April 1996, and NT$19 million was stolen.
Such case was still being trialed in court.
Provisional seizure was executed on the
properties of the involved internal individuals
and their guarantee endorsers. TCB won the
second trial. After the defendant filed appeal
for the third trial, the appeal was accepted and
turned back to Taichung High Court. In
addition, damage suit against Fuban Insurance
was on appealing in the third trial. As for the
damage suit against Taiwan Secom was
confirmed as a lost case.

In December 1996, safe-deposit box vault was
intruded; partial properties were stolen.
Settlement was not achieved with one of the
victims, Ms Liu, Juan-Juan, who then placed
charge against damage suit at NT$55 million.
On 21, October, 2000, court ruled that TCB
was responsible for only NT$500,000. Both
plaintiff and defendant appealed within time
limit. In the second trial, court ruled TCB was
not responsible on March 3, 2002, and
overturned ruling of the district court. Because
Ms. Liu had appealed to the Highest Court,
therefore, this case was not yet finished.

TCB placed criminal charges under Securities
and Exchange Law and Money Laundering
Control Act against major personnel at Taipei
Branch involved in illegal loans, security
brokerage company and shadow account
owners that violated treaty by using shadow
account to settle trades of securities. TCB also
filed civil compensation against these major
NT$11.2

billion. The second trial in criminal court was

criminals and accomplices for
pronounced on Aug. 29, 2003, and prosecutor
had filed motion to Civil
compensation was still in trial. (Criminal law

appeal.

suit pertaining to improper investment made
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(7

(®)

(1

by the Trust Department was dismissed by
prosecutot.)

Regarding to trace of capital in the KS-Sogo
scandal, according to appendix of court
verdict #367 of Criminal Court in Taichung
District Court, and suspected money laundry
committed by Taichung Port Branch of
Shanghai Commercial Bank that stated in the
court verdict, judge shall lodge an accusation
to the District Public Prosecutors Office.
Therefore, TCB filed private prosecution
against the manager of the Taichung Port
Branch of Shanghai Commercial Bank on July
23, 2001; the case was still in trial. As for the
civil law suit attached to the criminal law suit,
TCB had filed civil law suit against Shanghai
Commercial Bank for a compensation of
NT$5.7 billion on Feb. 18, 2002.

Employee at Chin-Shuei Branch
misappropriated clients’ deposit savings.
Victim client brought law suit against TCB
and demanded compensation of
NT$6,680.250. The cause is now in the
second trial. TCB has filed requests of
provisional seizures of properties against the
employee and the guarantee recognizer. In the
meantime, TCB also filed indemnity demands
against Chung Kuo Insurance and Fuban
Insurance according to contract of employee
fidelity insurance. Both cases are now in the

proceeding of the first trial.

23. Extraordinary Losses
Nil

24. Significant subsequent event
Nil

25. Others

Financial Derivative products
The purposes of derived Financial Products held

or issued by TCB, such as Foreign Exchange Forward
Contract and Foreign Exchange Swap are responses
for customer needs and risk management of TCB.
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The engagement in Foreign Exchange Forward
Contracts follows the “Regulations Governing
Designated Banks Buying and Selling Foreign
Exchange Forward Contracts” of the Central Bank,
and pre-sell Foreign Exchange Forward Contracts.
Such sales of Foreign Exchange Forward Contracts
are categorized into two types of fixed date of
maturity and choice of date of maturity, and are
sub-categorized into 30, 60, 90, 120, 150, and 180
days. Other lengths of such Contracts are conducted
in negotiation with the Trade Capital Department;
trading partners include TCB clients and other banks.

Foreign Exchange Swap Contracts are capital in
US dollars that TCB borrows from foreign banks.
Because capital in foreign currencies is not easy to
acquire on international currency market, therefore
purpose of risk aversion through borrowed capital in
foreign currency is achieved through Foreign

Exchange Swap from other foreign financial
institutes.
Trades of Non-Business Purpose Derived

Financial Products
1. Amount and Credit Risk of Contracts

92.12.31 91.12.31

S f* £ =R F”AQ%H RS
Financial Products Fifk &) [ A, i
DA AR i A $ 453,268 $ 4,99 $ 62,550 $ 626
Foreign Exchange Swap
o f & ?&[’Ufﬁiﬁq(ﬁ M b 748,481 8,486 555,154 5,552
Non-delivery Deposit’
Forward Contract
Y e 237,275 2,372 9,694 203
Forward Contracts

[ﬁ B T B B A R A Credit risk is the risk of trading partner not fulfilling

%qu%oF%<WmVFBWWﬁ§$%”Eﬁiﬂﬁ
AP R Y 535 (AT T A
55 Siﬂrﬁﬁ‘?if?ﬁiﬁﬁﬁaaﬂﬁfblgﬂ o A
DL VM A RIS Hff‘%ﬂ‘ﬁl'[ﬂ
“ﬁ%wafww% o SR %
F@**mrﬁWWM'&¢,ﬂr&ﬁwWﬂ*
BRIV R S
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agreements according to terms and conditions of contract.
Amounts of credit risk above are the potential loss to TCB
with weighted index of credit risks if trading partners break
on contracts that have fair, positive prices on the date of
balance sheet. Because trading partners of TCB are all
international financial institutes with good reputation, and
TCB is trading with multiple financial institutes to disperse
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risks, therefore TCB considers the possibility that trading
partners’ breaking contract is very low.
2. Risk of Market Price

Risk of Market Price is the risk of change in
market exchange rate. TCB engages in Foreign
Exchange Swap in order to effectively manipulate NT
Dollars and foreign currency owned by TCB.
Therefore, through the Foreign Exchange Swap with
other foreign financial institutes for capital can serve
as avoiding risks by locking onto borrowed-in capital
in foreign currency. Because risk of change in market
exchange rate is set off by loss/gain from
risk-avoiding foreign currency and liability, therefore
the risk of market price is not high. Risk of total
market price includes consideration of risks in L/C.

3. Risk of Current, Risk of Cash Flow, and Amount,
Length, Uncertainty of Cash Need

TCB engages in Foreign Exchange Swap and Non
Principal Delivery Forward Contract. Cash in-flow in the
future year is expected to be NT$452,237,000, and the cash
out-flow is expected to be NT$689,166,000. Such needs of
cash are amount expected; the uncertainty is associated with
exchange rate and interest rate, the longer the length is, the
higher the uncertainty.

The major purposes for holding derived financial
products are responding to client’s needs and capital
maneuvering, Capital borrowed in from currency market
follows Round-trip Trade principle, and therefore there is no
transaction contract of high leveraged effect. All subjects of
trades are all average financial products of higher market
circulation. The possibility of not able to sell at fair prices in
market is very low, and therefore the risk of liquidation is
very low.

4. Expressions of Derived Financial Products on
Financial Report

(1)The gain/loss of Foreign Exchange Forward
Contracts and Non Principal Delivery Forward
Contracts are listed under the “Income/Expense of
Interest” on income statement of current period. Their
Net Losses/Gains for the period from January 1, 2003 to
December 31, 2003 are NT$85,000 and NT$1,000 for
the listed expenses of interest, and NT$691,000 and
NT$1,661,000 for the income of interest.

(2) The Amounts, book values, and estimated fair



PRy 2D 9 Resfafis F’\, A R B H price of Foreign Exchange Swap, Non Principal
G B SE 9 IZ'%F SoE F" A g [B:%El ]E Delivery Forward Contracts, and Foreign Exchange
fifi |Ff[5{‘ o |E}|§!ﬁl PEREIG™ - Forward Contracts not matured as of December 31,
2003 and December 31, 2002 are listed in below:
92.12.31 91.12.31
2003/12/31 2002/12/31
BEINID ey GHANID
K i AusdE (FIT @) e 0 E '
Categ Er ct Amount Book Value( and Contract BOOk
o F Amounts Value( and Fair
air Price) Pri
rice)
PANED B AR USD 13,279 USD 1,800
Foreign Exchange Swap JPY 256,882 JPY 216,155
SGD 426
HKD 6,988
EUR 2,200
ey o Elm - 7]‘ 214,962 62,550
Asset: Receivables of fore én Exchange
Forward in foreign currency
Telstn & sm e - ﬁﬁ’?f 238,306 -
Receivables of Sales oJf foreign
Exchange Forward in Foreign Currency
10 ¢ TR bR I 451,320 63,321
Liability: Payable of fo e{gn Exchange
Forward in foreign currency
S & HER Y E S A USD 22,000 USD 16,000
Non Principal Delivery Forward
erid IS B R R 544,613 555,154
Assets: Receivables of Sales of NDR
PR IISIES TR ) 8 203,868 -
Assets: Receivables of MDR in foreign
currency
E1fif 1 ] mpEE - I 543,648 556,000
Liabihty Payables of I\BR in foreign
currency
T ¢ RS T mipER 202,920 -
Liability: Payables of Purchase of NDR
A9 A 794 T - usD 21
NDR Contract- TCB Buy -In
oYk R pER - I - 731
Asset: Receivables of I\%R in foreign
currency
ETIF : efTHE R - 731
Liability: Payables of Purchase of NDR
YR A RS- S USD 7,000 USD 200
NDR Contract — TCB Sell-Out EUR 20
CAD 60
ek IS E R R 237,275 8,963
Asset: Receivables of Sales of Foreign
Exchange Forward
ETfH 237,846 9,010

s P ame - A
Liability: Payables of Foreign
Exchange Forward in foreign currency

88



(2) Fair Prices of Financial Products

7 ERITYfLY 2

92.12.31 91.12.31
2003/12/31 2002/12/31
S . * e A R Y N e
Financial Asset Book Value Fair Price Book Value Fair Price

o ]E [j&’l’égﬂﬁfl fE’J AEIE & A $50,343,106 $50,343,106 $50,207,200 $50,207,200
E}@ —Y ‘bé’lj
Financial Assets that Fair Price
equivalent to Book Value — Current
ZEL B TPV & Y A 237,275 236,688 9,694 9,646
-t ] 7t s f, 7
Financial Assets with Non-Business
Purpose — Foreign Exchange Forward
Contracts
ZER pLE YD & Ry - i F’—‘[ PR 1,201,749 1,203,203 617,704 617,704
Bk & W WA R A
Financial Assets with Non-Business
Purpose -NDR Contracts

RIS 9,652,323 9,652,323 6,245,337 6,245,337
Bills Purchased In
fF,"J' Nes K B Ry 147,090,154 147,090,154 133,729,137 133,729,137
Remittance Buy-In and Loans
ﬁl &R H 258,044 258,044 232,591 232,591
Funds and Long-Term Investment
& fheeyE — 7Ry Lgﬁj 23,115,673 23,115,673 27,436,732 27,436,732
Other Financial Assets — Non-Current

$231,898,324 $231,899,191 $218,478,395 $218,478,347
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92.12.31 91.12.31

2003/12/31 2002.12.31
£ P P ST Rl Rpfm =T
Financial Liability Book Value Fair Price Book Value Fair Price
~T IEHEIE*’ IRE A S
£ I?i AR $ 2951013 § 2951013 $ 2783654 §  2783,654

Financial Liabilities that Fair Price

equivalent to Book Value — Current

ZER phETAY D & A Fgﬁ

E W R A A

Financial Liabilities with 237,846 237,846 9,741 9,741
Non-Business Purpose — Foreign

Exchange Forward Contracts

Bt O SRR

Wk & e 9 e f £ 5

Fmancml_ Liabilities with 1,197,888 1,197,888 619321 619321
Non-Business Purpose —Foreign
Exchange Swap and NDR Contract
R R R

Deposits and Remittance
SRR £ P
Long- Term Liability — Accountable 521,811 521,811 411,424 411,424
Retirement Fund Liability

[ & R — R

Other Financial Liability — Non 97,079 97,079 73,682 73,682
Current

222,347,239 222,347,239 207,440,480 207,440,480

$227,352,876 $227,352,876 $211,338,302 $211,338,302

2 IF‘FI‘ = B i # 2 AR L Methods and Assumptions adopted in Estimating Fair

ET@%@LH : Prices of Financial Products:

LA ff @E’F’ = A0 & ey —Rph - & 1. Financial Assets that Fair Price equivalent to Book
}‘F"—'F'—ZP e F@nﬂfﬁ@i TR S AL - Value — Current: Includes cash, inter bank
JSIEEE (7 O L RE D B EafE D BL ) K deposits, deposit at Central Bank, interests
SRR E‘{W‘ 7T A I e ’f# J 2T receivables, payments receivables (excluding
ek El ]'?i?ij— 4 j;api]’rj fifl | ﬁ*[‘ﬂ o ﬁ'l:ﬁl {7 foreign exchange forward and foreign exchange
WLFH@F:?J#EUE JPIELT > H = p[] fiEY f g %FET]F‘[ swap), and pre-paid payments for financial
- [FJ‘ fil v ﬁi‘ﬁlﬁf_ products. Fair prices of products described above

are estimated with book values on balance sheet.
Products of this type have short maturity length,

book values are reasonable base for estimating fair

prices.

2. e HA Y e f:T g Al ,%3‘ N f[J CRNE25 s 2. Foreign Exchange Forward Contracts and Foreign
i]&[%? SaREES Vgt @%E"—‘E‘é} HoP i [ 4 9 Exchange Swap Contracts: TCB uses foreign
NE ﬁ,\éﬁ’ﬂﬁﬁﬁﬂ t] 7 e R %‘Fﬁzﬁ AN RN ? exchange swap rates reported by the Reuter’s
N IEJ fill o quotation system, fair prices of individual foreign
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. Other Financial Assets-Non Current:

. Long-Term  Liabilities: = The

exchange forward contracts are calculated with
remaining lengths and foreign exchange forward

rate adjustments.

. Bills Purchased In: Fair prices uses one-month

average closing prices of the last month in
accounting period, or most recent prices of
transaction as market price equivalence. However,
open-end funds use net value of such fund on the
date of balance sheet. If there is no reference for
market price, then fair prices are estimated with

other financial and information.

. Remittance Buy-In and Loans: Determinations of fair

prices include considerations of features of financial
industry. Interest rates on which loan transactions are
based usually follow basic interest with increase/decrease
(or floating rate) to reflect market interest rates, and are
interest-attached financial assets. Therefore, the book

values are reasonable base for estimating fair prices.

. Long-Term Investment: If there are market price

references for fair price, then market price will be
If not,
information will be used for estimating fair price.

the fair price. then other financial

Includes
Market
prices of such products are estimated with market

guarantees, collaterals and collections.

price of similar products, or other methods of

estimate for best estimation.

. Financial Liabilities that Fair Price equivalent to

Book Value — Current: includes deposits at Central
Bank, inter bank deposits, receivables, payables
(excluding foreign exchange forward and foreign
exchange transactions),

swap and pre-paid

payments. Fair prices of such products are
estimated with book values on balance sheet
because their maturity dates are immediate, and
therefore book values are reasonable base for

estimating fair prices.

. Deposits and Remittance: The determinations of

fair prices adopt considerations of features of
financial industry that adopts market interest rate
(or market price) and are interest-attached
financial liabilities. Therefore book values are
reasonable base for estimating fair prices.

majority  is
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accountable retirement fund liabilities. The fair
prices are the amounts of apportioned retirement
fund reported on actuary report of retirement fund
on the date of balance sheet.

10. Other Financial Liabilites — Non Current: Includes
Deposited-in guarantee and deposited reserves. Lengths
of deposits are not fixed and the amount is not potentially
large, therefore the current values are not calculated, and
book values are reasonable base for estimating fair

prices.

(3) Off -Balance -Sheet Credit Risk

Because TCB engages in loans and credit card
businesses, therefore there are large amount of credit
promises. Credit lengths for most of the loans are
limited to one-year. Ranges of loan credits are 8.65%
- 3.79% as of December 31, 2003 and 9.40% -
5.80% as of December 31, 2002. The highest interest
rates for credit cards are all 18.98%. TCB also
provides financing guarantee and guarantee on L/C
clients to deliver obligations. Such agreements of
guarantees are limited to one-year, and the maturity
dates are not concentrated on a specific period of
time.

Financial Products with Credit Risks out of
Balance Sheet and their amounts are listed in below:

92.12.31 91.12.31
if?i?r[nmitments § 11818,075 $ 8,471,932
Eeij S:f Iﬁ[s 13,641,662 12,538,899
fLa:ij :E?L/c] e 2,696,040 2,597,887

PSS-S BT il T @ EI = AL
oK W#ﬁfgﬁ# Tﬁ%%ﬁ% LT A
sf\j\I; QﬁTj\Q%gr AF\I%‘JQ%EIOIE;?%‘F%H% S|
B LR P 2 3 R R
i fErE A B R A

Because these financial products will not be
actually paid out before maturity, therefore the amounts
on contracts do not represent the amount of future cash
outflow, that is, amount of future cash requirements is
lower than amount of contract. In case that credit limit is
reached and collaterals have lost their values completely,
because amount of credit risk is about equal to contract
amount, then such amount is the maximum possible
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loss.

When TCB provides financing promises, loan
guarantee and L/C, stringent credit assessments will
be made. TCB’s strategy is adequate collaterals are
required before loans to certain clients are approved.
Required collaterals for financing guarantee and L/C
are usually cash, liquidtable inventory, securities or
other property. When clients break contracts, TCB
will exercise rights on collaterals.

No collaterals are required for credit cards, but
card holders’ credits are periodically assessed. Credit

line will be adjusted if necessary.

4. Concentration Aggregation of Credit Risks

When transactions of financial products
concentrate on one specific person, or partners of
such transactions engage in similar commercial
activities with similar economic features that may
affect capability to fulfill contract, then there will be
obvious centralization of credit risks. TCB has no
obvious centralization of Credit Risks on one single
client or partner, but there are areas and industry
types of similarity. Amounts of contracts of obvious

centralization of Credit Risks are listed below:

92.12.31 91.12.31
167,031,656 $ 159,588,694
1,760,407 924,103
44,986 391,206
12,792 —
168,849,841 $ 160,904,003




92.12.31 91.12.31

- (1 RS
Loans-by Industry Type

| I'Fj # Manufacturing $ 23,523,619 $ 23,008,536
£t lﬁ ¥ Construction 5,123,967 5,766,879
T el S5 Commercial and Personal Services 14,561,024 14,007,327
*l ijf%&ﬁ‘% Others 11,328,408 7,929,272
(it » Individuals 114,312,823 110,191,989
F—\[ Zf Total $ 168,849,841 $ 160,904,003
R S ?ﬁf}é]lﬁé ~IENL PR EFWEJ ~ Loans in above include remittance buy-in,
S5 R ﬁi@'f? W HYSRTRSE T AT import/export  documentary  credit,  discounts,
Mgl SN B GLEY B PR = receivables of financings on securities, loans, and
H FT IHf & IF
A @E?j TN N f,?i«‘ﬁ FEA collections. If trading partners do not fulfill contract
= o and collaterals loss values completely, then the
possible amount of loss is about equal to contract
amount
() FUSESER A e 5. Disclosure of Bank Financial Report
LR [ 1. Loans and Collections
92.12.31 91.12.31
B[ |57 Domestic Loans
Y Private Enterprise $ 50,611,837 $ 47,706,897
ff&ﬂlﬁ‘—ﬁﬁg Financial Institutes 2,017,891 1,671,994
?lﬁ’?%]]@'ﬁ%} Non-Profit Organizations 89,105 17,814
x. ~ Personal 114,312,823 110,191,989
ak 2t Sub Total $ 167,031,656 $ 159,588,694
B9 57F International Loans
E& Eﬂ[&%frﬁ Non-Financial Institutes $ 1,818,185 $ 1,315,309
ﬁ Zf Total $ 168,849,841 $ 160,904,003
O B LY FrE R 92 F 12 F[ 31 IR D Amounts of loans that have stopped calculating
91 = 12 F| 31 |1V &%E55 ||IF% 20,410,678 {F 7+ interests receivables as of December 31, 2003 and
K 25,482,502 [Fou o FfHLV IS F| LLEZ 92 December 31, 2002 are NT$20,410,678,000 and
Tk 91 A -, 1,536,747 (R K 1,331,987 NT$25,482,502,000,  respectively.  Unlisted
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in 2003 and 2002 are
NT$1,331,987,000,

interests receivables
NT$1,536,747,000

respectively.

and

There is no re-sale of creditor’s rights without
demanding for payments in 2003 and 2002.

Provisions for other receivables, loans, and
collections are assessed with irretrievable risks
and total portfolio of potential debt risk. Details

and changes of provisions for other receivables,

TESH= ~ HrR > I E A pjﬁ ﬁﬁ\ (=P loans, and collections as of December 31, 2003
B?EJ""E*J [ﬁf s and December 31, 2002 are listed in below:
2.'| JE2 I'[[E% CE P EIER - B R BIEED 2. Allowances for Doubtful Accounts (other
receivables, loans, and Deliquent Accounts)
2 F B
2003
R = IR £
e ;‘/?f??&rf“ﬁaa ~
Il e , A A
. . Total Portfolio of
Risks of specific ) Total
o Potential Debt
irretrievable debts )
Risk
BHFIEREE
o $ 4,077,222 $ 418,434 $ 4,495,656
Balance at Beginning
IR [
Expense of Allowances of
. 1,767,720 103,525 1,871,245
Doubtful Accounts in current
period
HEhY R & &8
e ) (1,775,054) (1,775,054)
Amount of Write-off Loans
Tl g B 2
Amount of Retrieved 221,105 221,105
Written-off Loans
W1 R
$ 4,290,993 $ 521,959 $ 4,812,952

Balance at Ending
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9 =F &

2002
wrr /\
mpme R
[ﬂ[;l/ et P L\[ il
. . Total Portfolio f

Risks of specific } Total

) . of Potential Debt

irretrievable debts .

Risk

HH¥JERFE
AR e Lo $ 4,295,394 $ 393,913 $ 4,689,307
Balance at Beginning
R
Expense of Provisions of 7,112,818 24,521 7,137,339
Doubtful Debts in current
period
i %Fﬁﬁ* # ) (7,573,847) — (7,573,847)
Amount of Write-off Loans
U= i B £ 4
Amount of Retrieved 242,857 — 242,857
Written-off Loans
HE £
AT B $ 4,077,222 $ 418,434 $ 4,495,656

Balance at Ending

IR R i e ﬁﬁwkfwﬁ%
J/Jé%gﬂ ) TR r\tjr;ﬁ;lj AR Wfrﬂ ﬁ[ﬁlﬁ ENEN
HﬁﬁﬁiﬁﬁﬁﬁﬁbwﬁﬁwJ ES ik
TR RIS RE
PR 2 T SR A e A R
TR Y e -

96

Assessments on provisions for doubtful debts
are affected by domestic and international economic
and financial environments, and are related to
financial and economic policies adopted by the
Government. TCB’s estimations of provisions for
doubtful debts on financial reports are based on
affirmative information available for
Such

developments caused by future situations, and items

currently

estimations. estimations do not include

only available for confirmation or estimation in
future.
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g

2 #
Assets
PR K
Due from Banks
PR
Call Loans to Banks
[F3 &\
Due to Central Bank
BT RS - OaRE
Securities Bought — Beneficiary
Certificates
B RS P S
Securities Bought —Government
Bonds
B RIS — Fl) (D
2R
Securities Bought —Listed
Company Stocks
BI 7RIS — B E RS
Security Bought— Foreign
Financial Bonds
il (kD)
Bill Purchased and Loans
(excluding Delinquent Account)
& WREHET 4 H|| (8D
SRl
Funds and Long-Term
Investment — Unlisted (OTC)
Company Stocks
how
Total
AT
Liability
LR e
Due to Banks
EY TR
Overdrafts from Banks

B BT 1 (UL i S

- ENP P

Within 1 Year

3. Analysis for Liquidatable Assets and Maturity of

Repayable Liabilities:

92 &F 12 k] 31 [!
December 31, 2003

G- Frow

1 ~7 Years

= E] -

7 Years of more

& 4@
Amount

& 4w

kg

Amount

& 4@
Amount

$ 735,238

3,922,270

29,922,991

2,880,000

827,094

4,238

373,758

55,721,281

50,000

$ 6,150,000

5,641,390

37,520,787

208,044

$ 54,400,996

$ 735,238

3,922,270

36,072,991

2,880,000

6,468,484

4,238

373,758

147,643,064

258,044

$ 94,436,870

$

49,520,221

$ 54,400,996

$198,358,087

$ 51,442

95,774

97
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L [ 4
Call Loans from Banks

L e

Deposits at Central Bank
R bR

Deposits and Remittances
h o

Total

o
Assets

E LS T

Due from Banks
PRI K

Call Loans to Bank
I3 e\

Deposits at Central Bank

BI7 B — o

Security Bought— Certificate of

Beneficiary

B RS ORISR

&)

Security Bought—Govemment Bonds

(including cash equivalent)
B RS — ) G
il

Security Bought—Listed Company

Stocks
B R bR

(FRAERE)

Security Bought—Commercial papers

(including cash equivalent)
BF B B RRS

Security Bought —Foreign financial

Bonds
BI7 B — ey
FRAERS)

Security Bought —Time Deposits

17,508 17,508

5,699 5,699
203,086,445 $ 19,260,794 $ - 222,347,239
$203,256,868 $ 19,260,794 $ - $222,517,662

91 ¥ 12 F| 31 |/

2002/12/31
SNPGRSl T e =7k f A
Within 1 Year 1 ~7 Years 7 Yearsof more Total

& 4 & g & g &

Amount Amount Amount Amount
$ 596,947 596,947
4,970,580 4,970,580
29,219,784 $ 5,700,000 34,919,784
2,871,330 2,871,330
957,230 3,293,159 4,250,389
4,238 4,238
507,683 507,683
382,250 382,250
34,003 34,003
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(including cash equivalent)
R (T* ISR
Remittance Bought and Loans 72,141,411 20,832,699 $41,328,970 134,303,080
(excluding delinquent ~Accounts)
HLEWSIE— T]| ()
Fikiz
[ 50,000 182,591 232,591
Funds and Long-Term
Investments — Unlisted

Company Stocks

fi B

Total $ 111,735,456 $ 30,008,449 $41,328,970 $§ 183,072,875

B
Liability

L
Due to Banks
Y EUE R

Overdraftsrfrom Banks 51,276 51,276
JEEE

Deposits at Central Bank
R R

Deposits and Remittance

$ 105,953 $ 105,953

5,509 5,509

161,352,524 $ 46,087,956 $ — 207,440,480

n o &

$161,515,262 $ 46,087,956 — $ 207,603,218
Total

4, BREEREleyERTER ELE T IS T 1] 4. The Average Value and Average Interest Rate of
| i —

BN ) Assets/Liabilities:

92 F
2003

T HEY%
Average
Interest Rate %

Tf5
Average

F S A
Assets
A K
Due from Banks
T =
Deposits at Central Bank
-E' #_;\L::J: [ M
PSRl [ 7,102,439 1.16%
Call Loans to Banks
FAs tU R
PRST—F RS (RS 7,646,724 3.25%
SecuntyBought Valuable Secunu@ (mchldmgcasheqmvalent)
: {ﬂF Aty J
FIT RO~ (Wil 284,598 0.64%
Security Bought —Time Dq)o&t(mchldmgcash equivalent)

$ 960,945 0.84%

35,551,403 1.64%
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[ I:J A/v—f
ST EAR (PRI 1,390,428 0.67%
SeamtyBought—Oonmmﬂpapets(mchxhngcasheqlwalent)

R W R 0
Bill Purchased and Loans 159,409,276 5.43%
Al [
Liability
it fﬁJ HEHE )
Due to Banks 4,355,246 1.65%
LS RI AY
10,703 1.02¢9
Call Loans from Banks , Yo
FHYELE fﬁ@f
87,120 —
Overdrafts from Banks ’
ﬁﬁfﬁ‘;&' S
68,896,519 0.659
Demand Deposit »670, %
L R
S 135,894,189 1.93%
Time Deposits
91 =+ &
2002
7T £ 3
SR FF %
Average Average
8 Interest Rate %
A A
Assets
L
. 774,563 1.77°
Due from Banks $ 5 %
¥ jJJV 9\' =
31,270,925 2.229
Deposits at Central Bank <10, Yo
PR
- 5,915,790 2.119
Call Loans to Banks 719, Yo
5 Ay
i 5 l ey (¢ PF ﬁ% 2) . . 0,485,275 3479
SecuntyBought Valuable Securities (mchldmgcasheqmvalent)
7 '[ﬁi i ~FHH {‘ H (&4 \L‘r 1%
OV (RS 291,929 1.94%
SecuntyBought Time Deposn(mchldmgcash equivalent)
TR CopR ) 431,622 1.50%
Sea]ntyBought Conmmmlpapers(mchxﬁngcasheqmvalem) ’
1R B R
157,770,954 6.929
Bill Purchased and Loans » 11U, Yo
E il
Liability
L= [ﬁ]i’t‘fﬁ’

. 4,600,788 2.45°
Due to Banks ,00U, %
L= [ﬁ] S Euvid

: 3,857 3.330
Call Loans from Banks ) %0
ALY
oo 73,635 -

Overdrafts from Banks
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R
Demand Deposit
SR

Time Deposits

5. I[/\,F‘[E I E]ﬂitﬁ”ﬁ ﬂua [ﬂi E”‘r/—ﬂj: "“}

AT —Th WL

A o 7] B 1
12.5

(RS 0T ﬁ%@itp{t = LS L
2ol ﬁmflﬁig[sjﬂjpaﬂfrt[ﬁm[f&ﬂ@ R SR N
[hE 8%; MR FRE S [T EARIE Y > [l RS
Tel LTI 2o el -

FEAEE A D FA DS A - PR A -
FADHZA - I ﬁﬁ‘&'l? | Er AT i [y
PRSI IR 8.55% % 8.61% -

(F) IMFETF S SRR = o) = gt
Ei2 A IF[E“H':E}@ al I?ﬁ‘k’[ﬁﬁﬁﬁc FIgg :
e

60,088,685 1.56%
136,498,617 3.00%

5. Risk-Based Capital Ratio
Qualified Capital — Capital Deductibles

Credit Risk Weighted Assets with Risks + Capital
with Market Risks X 12.5

According to the Banking Law, ratio of qualified
self-own capital and assets with risks may not be lower than
8%. Central governing agency will restrict distribution of
earnings on banks with ratio lower than 8%.

As of December 31, 2003 and December 31, 2002,
TCB’s ratios of qualified self-own capital and assets with
risks are 8.55% and 8.61% respectively.

(6) According to Paragraph 3, Article 17 of the Trust
Enterprise Law, trust balance sheet and catalog of trust

property:

R

Trust balance Sheet

B e e S e R R

2003/12/31 and 2002/12/31

rust Assets

L&y

Fund Investment

otal Amount of Trust Assets

1[:. CEIf

Trust Liability

b —
Trust Capltal
F e

Total Trust Liability

A f
Monetary Trust

92F 12F[31F}!
December 31, 2003

91+ 125|31F}!
December 31, 2002

$ 9,203,044

$ 6,527,877

$ 9,203,044

$ 6,527,877

92:F 12F]31F!
December 31, 2003

91F 12F]31}!
December 31, 2002

§ 9,203,044

§ 6,527,877

$ 9,203,044

$ 6,527,877
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Catalog of Trust Property

B S E
December 31, 2003

1-p

f& W o p 5114 4
Investments Listed Amount
ﬁi £  Fund $ 9,203,044
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C O E AP

E”‘r—le E\E' ij [ T\ﬁaj
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26. Attached Items for Disclosure

(1) Information of Major Transactions

1

Capital on loans to others

2 Endorse for others

Holding Security at Period End

Accumulative buy-in or sell-out on the
same security for over NT$100 million or
20% or more of Paid-Up Capital
Acquisition of real estate for over
NT$100 million or 20% or more of
Paid-Up Capital

Dispositions of real estate for over
NT$100 million or 20% or more of
Paid-Up Capital

Inventory Buy-In or Sell Out with
Relational People for over NT$100
million or 20% or more of Paid-Up
Capital

Receivables  with  Relational
People for over NT$100 million or
20% or more of Paid-Up Capital
Engagements in Transactions of
Derived Product

Not
Applicable
Not
Applicable
Appendix
1

Nil

Appendix

2

Appendix
3

Not

Applicable

Nil

Note 25

(2)Information Related to Invested Enterprises

1

Information of names, locations
and others about subjects of
investment,

Loans to Others

Endorse for Others

Holding Security at Period End

Appendix
4

Nil
Nil
Nil
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5 Accumulative buy-in or sell-out on the Nil
same security for over NT$100 million or
20% or more of Paid-Up Capital

(3) Investments in Mainland China
Nil.

(4) Summarized Table for Staff, Appendix 5.
Depreciation, and Write-Off in 2003
and 2002.

27. Financial Information by Departments

TCB is a financial Institute. Current businesses
include deposits, loans, guarantees, foreign exchange,
and L/C. Therefore it is a single industry department.
Because there is no specific business subject, TCB
has no major clients accounted for more than 10% of
income. As of December 31, 2003, there is no foreign

branch set up.

28. Format of Financial Reports
Accounting categories of 2002 financial reports

have been reorganized for comparison with financial

reports of 2003.
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IFI miﬁﬁqﬁ‘lﬁ? ajﬁl

ng CommerC|aI B

ﬁ‘E,H‘ EE! )J
Final Mark able uriti HoIdmg
S ] T E T EZ ]~
Dec. 31, 2003
liES.
TR (BT g
Attachment 1 Un1t NT$ [) /1,000 shares (Unit)
E‘H
D Final Holding
LA |t e | . S AL S VR | IR I e
th ing yp ¢ and Name Of lielajtlonshﬁ) with tth suer Item HERl e }qu& (=1 Njglte
c Marketable Security & e il arket
ompany Shares .
Amount | Proportion Price
(Note 1)
TRl S AT S -
Unhsted Securmes
IO R MR Ry
f ). f' Long-term
Investment | 2,000 | $20,000 1.00% $ 20,000
I l?ﬁj%???;% HSIH§K il g%“) E%EF—J%?}'
aiwan Securities ong-term o
Cerrltral Depository Co., Investment 200 806 0.08% 806
Ltd.
IS0 il A L WAL | SIS 2
aichung Real Estate € 1vested company ong-term o ote
Management Corporation|whichadapt the evaluation of | Investment 1,500 2,892 30.00% 2,892 2
weighted equity approach
PHHT Y
gﬁ&) “Hil Yu Shen Long-term | 3,417 29,000 4.84% 29,000
Venture Caprtal Corp. Investment
Ll %l«l It R (1) 2 il Ry
%fl %:\Lg aipei FX Inc. Long-term 80 800 0.40% 800
Taiehung Ir‘lvestmel‘rt
Commer.| Bi1RE 55 2 HCE) 2~ i R
. Fubon SITC Long-term | 6,211 59,945 0.99% 59,945
cial Bank
Investment
P Y50 2 il Y
Jihson SIT Long-term | 3,900 30,000 10.00% 30,000
Investment
{ I T P 2 REHEY
i} Taiwan Commodities Long-term 900 9,000 0.45% 9,000
xchange Investment
& 2 ) 2 il =Y
Financial Information Long-term | 4,550 45,500 1.14% 45,500
Corp. Investment
FIf1EE0 % I'Nv?a (RS | FRBRSEE R L LAY ] | RHERY
%Qf[n €L7% il Taichung | Invested cgmpany which adapt| Long-term
Banklng & Fflnanmal the evaluation of weighted | Investment 198 3,480 99.00% 3,480
Property Underwriter equity approach
Co., Ltd.
%ﬂ'ﬁiﬁl 5“'5\}[;5;—3 [”“‘};%' . Ii%@ﬁdﬁ I Y T@fﬁ“h* de I:%EFH?E‘?
[ e[t Fi Taichung | Invested company which adapt| Long-term o
Bankinjg Life rInsurance the evaluation of weighted | Investment 198 6,621 99.00% 6,621
Underwriter Co., Ltd. equity approach
[ﬁ%t 1] T%”J@F@EFWDE 1 T f’IIEj ’ l;u" VT RS 2 T o YPEh e 2 B 7 S ) PR A SR b TR
A= RNARIC | plﬂ| pEH AT ﬁ‘l}ﬁ °
[Note 1] : For the long-term shareholders equlty investment, if there has market value price to follow, that price can be the fair market
value price. But if the investment is not in listed & OTC companies that the price on the balance sheet will be referred as the
market value price
720 ) pI SRR 2 Tl ™ T - i R T D o S T R & AT 7,925 PR LV BRIFHENE -
[?\Iote 2]: Lav1ng entered the hquldatlon stage of tirst 6 months of 2000, the Valuatlon of Talchung Real Estate Management Corporation via

the weighted equity approach has since been suspended and the company has predicted NT$ 7,925,000 loss
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NETPE
Gains of properties amount exc
N 2 F- piE S

NS

g v

FiH IR L= A

7 A

PIE|

LT

Taichung CommerC|aI Bank

FER e

- B “ﬁé{ lIEEa g r
eeé JNT$100 000,000 or capltal net recei pt over 20%.

=
1752

1=

Jan. 1 ~ Dec. 31, 2003

v= 4T

i
]E‘ﬁ b ;9?/ I (g
Attachment 1 Unit: NT$1, O
SR L PG E@Fﬁl’%ﬁ MY R
N = Lﬁ S F As the Transactor and Related are the Same o R B st
A : . Fifsie | SV EIfR
it i R e e '[%’j ' Person, the Information Before Transferred f ) - i
E N A . T b5 E.fthf — IERRE | R
- e | e *H'[‘ﬁ% - R , Other
N ﬁj Transaction Transactor | Relationship FELEL 11 Reference for | Purpose and
Property . Amount | Pay Situation as FRE | * Eféj i ok ) . Appoint-m
or Auction Date of Price Use
of Dec. 31, 2003 Owner | Relationship Amount ent
Date Transferring
with Issuer
[ ps v
R RS
B YT L",I‘?,G:u_u o
2l F%W’\'Fﬁ[h NG A ﬁ?@u F! - f, -4 fff%'(fﬁ To ensure the -
PP bledged | 9247 [5210,000| Deducted by |7 - = & o HIRELY 84451 | creditor's o
E &' ) ) o Nil . Nil
Properties Legal Right = fi L= P4 | right, and
Takenover M EFE PR | waiting for a
right time to
sell
[ ps v
. (BRI i
PR o L",E,&zw o
S IS R | T
<l F%W\'Fﬁ[h ! H?J@ﬂ‘i‘% \*Er% . To ensure the .
FIF FJ Pledged | 92.12.30 |$153,690| Deducted by ﬁ%‘ff}}?ﬂﬁ:{ 4 Fﬁ#’ creditor’s 4
E 455 . . o Nil Takeover by . Nil
Properties Legal Right n ﬁJ . right, and
court auction
Takenover waiting for a
announcement
right time to
sell
o = [IaS— =
I AL A g E R T
Taichung Commer cial Bank
T SABEAT A RA UL 1)
D|sposal of properties amount exc NT$1OO 000,000 or capltal net rece|pt over 20%.
B N ES U ERE T
Jan. 1 ~ Dec. 31, 2003
[ff#= Attachment 3 b 2 [T Unit: NT$ 1,000
BUTY | MR CREEEY ROV REIRR | LB EE RSV AT | R RERG | R | SDTETRY | ERED | H PRl
| 78 P [ Book | Amount of ’Iﬁ% 14 | Transaction |Relation| Purpose of xi‘ﬁ“ﬁa i
Disposition | Property Date of Original Value |Transaction| Status of | Gain or Party Disposition | Reference for Other
Company Transaction | Date of Payment | Loss Price Agreement
or Action |Acquisition Determination
T,Hllﬁji RO PE 92/8/21 91/6/6 256,616 | 271,000 |=l[¢ = | 14,384 éﬁléﬁfﬂé%ﬁi o EDYHR S [P ] =
Zl W"'Fﬁf{l 2003/8/21 | 2002/6/6 Q(‘[%fﬁ E 4 ’%'z“m E B‘L Nil | O PR Nil
Taichung  |Collateral All N F|J Fﬁ[’['
Commercial | Accepted received Disposition
Bank of collateral
accepted
(P T (st 058 (5 700 oo 85 0 1) 2 DB =i

[Notel] Determined by public bidding after undertaking unit assessed, analyzed, and consulted with brokerage.
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'PHI% iﬁf—?ﬁ&[’}}“ﬁj LT T
aichung Commerual Ba
fJ E[;ﬁ
Therelated information to the name, Iocatlon and etc. f
N S 2=

[Eigaa

P9

Dec. 31, 2003

e
R

or the company beinvested
4~ p

IS Hiih %’FIL o /A CHTSE B
Attachment 4 Unit: $1,000/1,000 shares
(Unit)
B I
; H= 7
s Fp 2 A W L o
jorysp) | PO F i | I
- . e v Initial Invested amount Final Holding Current .
¢ e i B 1 = RIETHCRE! Listed
Name of Locat Busi Tt Loss/Prof | yestment
ocation usiness Items :
Investor Invested + IR | R ) F{jq&%m . B itofthe | y og5/Profit
Company Company e I=p 1 %8| Company | o Current
This Final |Last Final Stock Holdn?g Par Value Be Term
Term Term Proportion Invested
Al ] DA ]
Pt b
O r BESOLMEME |#70 ~ BAuER - T
Taichung Real i
E‘ jll;l')'yf";’({
Estate 4F, 501, . ¥
Management |Ying-Tsai T =
Corporation |Rd., Building project 10817 | 10,817 | 1,500 | 30.00% | 2,892 - a
Taichung reviewing & Notel
consulting, contract
appraising, real
estate evaluating and
credit investigating.
TiF R ) i e
e [EA FRzpl A E IH‘ﬁJ?'lﬂ[‘!‘ P e el S
PR R T
A L !
Taichung | Taichung Property insurance
Commercial| Banking & |2F, 87, broking. 1,980 | 1,980 198 | 99.00% | 3480 | 1,285 1273
Company | Financial Min-Chuan
Property Rd., W.
Underwriter  |Dist.,
Co., Ltd. Taichung
FiflELs 2 A -
“Fl‘,, . T s K
fofszp » [T | RS
£ e U = \l@ 875;;: jfj
£ Rl -
Taichung Life insurance
Banking Life |2F, 87, broking. 1,980 | 1,980 198 | 99.00% | 6,621 | 4262 4219
Insurance Min-Chuan
Underwriter  [Rd., W.
Co., Ltd. Dist.,
Taichung
O QSRS U O PR T 2 U O RS Sl 7925 (R TP
[FHEIR «
[Note 1]: Having entered the liquidation stage of first 6 months of 2000, the valuation of Taichung Real Estate Management

Corporation via the weighted equity approach has since been suspended
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V1. Analysisof Financial Position and Oper ation Results

= R
(1) Cash Flow Analysis
(- R B i A
1.Cash Flow Analysis Over the Most Recent Two Years

Fovar | e ZER | - ER | WERER | R |
H F Ttem 2003 2002 Increase/Decrease Ratio Note
HEFEFF
114.46° 209.549 45.389 1
Cash Flow Ratio ( ) ( %) ( /o) (1)

LRI A

_ (964.84%) (684.39%) 40.98% )
Adequate Ratio of Cash Flow

L& P

Re-Investment on Cash

( 3.70%) ( 6.55%) (43.51%) 3)

YRRy e 5 A Increase/decrease Ratio Notes

(D)4 F B R E B Pl - F WD = RIFFNE 7 Wfi%im@iVH$ R/ a
3,377,860(F 7+ > §if = A EhE ii piir & VSR P TS,832,908 F L ik 1)2,455,048
w’gwa@@wmfﬁ@@m’ﬁm¢ﬁ@ﬁ meéﬂP@@ﬁb
Cash flow of current year is less than 2002 because net cash outflow of NT$3,377,860,000
from business activities in current year decreases NT$2,455,048,000 compared to
NT$5,832,908,000 in last year. Current liability also increases compared to last year. Therefore,
cash flow of current year is less than 2002

(2)= forfit 4 & 1 VAR T 5 G S s R I T 1 VR
Qb,}['EH-ETT Uiy {,J¢ F VET J-r* F R E}¢§L ) %Eﬁﬁ j‘f\l‘ B VEITT
PERES

Net cash outflow from business activities over last 5 years in current year is higher than that of]

S

LE
R D LS

last year. Capital expenditure over last 5 years in current year is less than that of last year.

()2 Pl % SPHOP IR & LB B3 838 D o bl ¥ FRETYE i R

o

Net cash outflow from business activities is less than that of last year, and operating capital

increases compared to last year.
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2. Cash flow analysis for the coming year

oA %’F'iﬁi’?ffﬁ/ Unit: NT$1 000

e o R oy S e i R kR R T o N T
Balance of Cashat 3£ ?%IE' ZE @ E® LPFEO+@-® |[Remedy for Estimated Cash hortage
Beginning EEstlmated Annual Estimated Annual Estimated
Net Cash Flow Cash Outflow |Remaining of Cash Heys BV
from Business (Shortage) Investment Plan Financial
Activities O+@-0 Management Plan

$8,363,763 |$ 2,333,860 |$(4,415,093) $ 6,282,530 - -

1.4 & B 5L & BT 53#7 Analysis of Change in Cash Flow in Current Year :

(I)E‘iirlgﬁ VHErE E R E T 1,126,928F R o
Operational Activities: Estimated cash inflow NT$1,126,928,000
(2)&?}%@@ gtk F G & 14,415,093 (F R o
Investment Activities: Estimated cash outflow NT$4,415,093,000
(3)H EHF[;I*J FEE 2 FIE T 1,206,932(F R o
Financing activities: Estimated cash inflow NT$1,206,932,000
Ak PESEE R & A S & 25081,233 F FA'IQEJ?JEJ\%@%%ESS@J& [ T
4 2 FE5282,530(F 7 e
In summary to the above, net cash outflow in current period is estimated to be

NT$2,081,233,000; with cash balance at beginning of NT$8,363,763,000 taken into account,

then cash balance of current year is estimated to be NT$6,282,530,000.
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(2) Analysisof Operating Perfor mance Unit: NT$1,000

R SRR

92 = 91 = H ‘ L .,
. : Y| mensw | epen |
IFi A 2003 2002 we V]
— — Increase/Decrea| Change
Item & e = Fe Note
- - se Ratio
Amount Amount
FEYEE
) $ 8,562,269 $10,572,211 $(2,009,942) | (19.01%)
Operating Income
e Sl
. 8,085,486 15,139,211 (7,053,725)| (46.59%) | (=)
Operating Expense
SR FRECEIE
P U (%) 476,783 (4,567,000)| 5,043,783 | 11044% | (Z)
Operating Profit(Loss)
T IS B H R
Non-operating Income and 135,728 48,134 87,594 181.98% (=)
Gains
T ALl IEY
Non-operating Expense 67,120 15,210 51,910 | 341.29% | (P*)
and Loss
ROV G5
Net income (Loss) Before Tax| 545,391 (4,534,076) 5,079,467 | 112.03% | (=)
from Business Department
BB [ (32 ])
Gains (Expense) of Income| (  205,427) 470,000 ( 675427)| (143.71%)
Tax
?%Er’?ﬁt’ﬁfﬁﬁﬁf%? GCHED
Net income (Loss) After Tax| 339,964 (4,064,076) 4,404,040 | (108.37%) | (=)
from Business Department

ﬁ4
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YETyR PR 55 A
)= RIHF e — & e = Fﬁ[}[@‘r
SRR M A T ii@ﬂ%p *%?E /U
R P - R L
4 = F AT 7,053,725 |'I7L °

(=)A=~ ﬁﬁ*ﬁd*‘fﬁﬁ/[ﬁﬂ RIS i
R 4,567,000 [FR > A A& ETE R
476,783 {F 7 » FHHABEIEIE 110.44% -

~d ’st‘%'»

(G )k = PSR 0 Lo i)
LR L LR e £
U LY YRR Rk B AT > 2 BT
upﬁ&ij}%ﬁﬁ, j:;élﬁ\lﬁ[ /F‘sro L[Sr[f'[ﬁ‘ 1 rr‘
ST 2 B
(i

(PHA = @ E?i’ JHAR R AT ol (Al

IR lﬁxpﬁgliﬁ'?&&mm CLES{IpN RN

SERIRTI R A A B2
2 VR T TS RGRA TR IR -

()% Fimt 4 o] T AR 545,391
(EAE ] — S ATIAIE4,534,076 [T 4T
5,079,467 (T 7 o
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Notes for Increase/Decrease Ratio Change

(1) In order to improve asset quality and financial
structure, and accelerate disposition of bad debts,

doubtful  debts
dramatically, causing business expenditure of 2002
increased NT$7.053,725,000 than 2003.

(2) Because provisions for doubtful debts in 2002
increased dramatically and resulted business loss
of NT$4,567,000,000, business profit of current
year is NT$476,783,000, causing change ratio
reaches 110.44%.

Because of dispositions of unused buildings and

provisions  for increased

3)

leasing collaterals, income from rent in current
than
of pledged

year is higher last year. Because

dispositions collaterals  are
accelerated, yield from dispositions of assets is
also higher than last year. Increases of collection
of bad debts

attributed to establishment of dedicated unit for

and past-due payments are

processing bad debts.
(4) Increases of extra business expenses and losses
are attributed to accelerated dispositions on
pledged collaterals that caused increased loss of
disposition of assets. Increase of miscellaneous
losses is attributed to court’s ruling that TCB is
liable for client’s loss of theft.
(5) In summary to the above, net profit before tax in
2003, NT$545,391,000, increased
NT$5,079,467,000 compared to net loss before

tax of NT$4,534,076,000 in 2002.



=~ SR 7 7R AnalysisChart of Financial Status Comparison

AL < 5 i “Binit: NTS,000

= i Year 02 I 01+ 4 > f Change
HE! Ttem 2003 2002 ZHENTS %
$239,492,682 [$223,953,245 |$ 15,539,437 6.94

Total Assets
= (AR
F ?P% o 226,254,232 211,054,769 15,199,463 7.20
Total Liabilities
e A AR

i H . 13,238,450 12,898,476 339,974 2.64
Total Owner’s Equities
IR IR T T Db SRS R TP -
There is no change over 20% or above and change of amount over NT$10 million.

6. Special Notes

B - H IR

N % [ _ﬂ:ﬁf ﬁlrﬁgjgﬁﬁ[&[ : 1. Information of Related Company
=4 Nil
TR ﬁjﬁ&%]jﬁﬁ’!&iﬁ 3 | T 2. Company Stock Dividends Policy and Execution
(=) E]&‘%Hﬁfﬁ? : (1) Stock Dividends Policy
ENEN FJ%&%UE&T*,(T (AT i uﬁ}}i?ﬁﬁ o B Ratio of cash or stock distribution is planned by

the board of directors according to current
financial environment, market trend, TCB’s

B 7] A GG s s
I I

TR L BESLE ﬁ\}q&%l R profitability and development plan, and capital
?E?%ﬁ&ﬁ@%% ° adequacy, and determined by shareholders
meeting.

fﬁﬁ&‘ﬂjﬁfﬁulﬁ?ﬁl[@' 89 & 6 £] 15
FIRSHT T A i -
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(5) P < S R U

AR DR R B

LT sl

i i
91 & 92 & 1
B 3
LS 15,380,144 15,380,144
EESLEFH] () _ —
7+ 7 A e
) F BRIy ) R - -
[iel BT
B A AR R PR TRR — -
P A (4,556,338) 476,783
FHH RIS = [ Es(%) (1,626.48) 110.46
LA (4,064,076) 339,964
(15 SE2 I ‘
) P AR I [l SRR L (%) (5.823.00) 108.37
(17
EERIERCY) (2.70) 0.22
B BRI, I [T OR) F (%) (5,500.00) 108.15
T SRR (F T A PRI (%) - 3.80
I 2 ey (RIS ERERG) 0.22
. T F BRI
& e I T HATEP (%) 3.80
R B BB GR)
FIER AR |F | BEEY S SRR
. Bl T LR (%)
- F BERIEY A ARy
F R B A g RIS RERGY)
T TR O 5 i BRI T IET I (%)

L BRI 2 Bt & WAL P e
= (R RS W B (1B ) e
B (S R4
RIS T A KLU [ BT A ok
ﬁ%ﬁ%@@nmﬁH4#@a%pwﬁﬁmwmyww
2.5 71 ferg g be=ir 49 ] FYE PR, 5 R

Fif - A

I

ERNF
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Unit: NT$1,000

Year
Item Year 2001 Year 2002
Beginning Capital 15,380,144 15,380,144
Cash Dividend Per Share ($) - -
Current .
. Shares Allotted as Earnings Invested — —
Dividend
Shares Allotted as Capitalization of Capital Reserve — —
Operational Profits 298,486 (4,556,338)
% of Fluctuation of Operational Profit (Loss) Compared with Previous Fiscal 67.43 (1,626.48)
Net Income After Income Tax 71,013 (4,064,076)
Changes to
Business % of Fluctuation of Net Income After Tax Compared with Previous Fiscal 17.73 (5,823.00)
Performance
Profit (Loss) Per Share ($) 0.05 (2.70)
% of fluctuation of Profit (Loss) Per Share Compared with Previous Fiscal 25.00 (5,500.00)
Average Annual Rate of Return (%) 1.25 —
o . Profit Per Share (§) Capitalization of Earnings (2.70)
Capitalization of Earnings .
. .. Un-converted to Capital
appropriated to Cash Dividend
Average Annual Rate of Return (%) Stock —
Hypotheti Profit Per Sh
ypothetie Capitalization of Capital Surplus rofit Per Share ($)
Profit Per Share .
Un-converted to Capital Stock
and Cost/Profit Average Annual Rate of Return (%) o . .
Rati Capitalization of Capital Surplus Un-converted to Capital
i
ane Ea~1rr~1ings appropri.atefi to.Cash Profit Per Share (5) Stock
Dividend but Capitalization of
Capital Surplus Un-converted to
. Average Annual Rate of Return (%)
Capital Stock

1. Proposition of earnings per share on the conversion of total earnings to be reinvested as capitalization

= (after-tax profit - due interest payment on cash dividends tabulated x (1 - applicable tax rate) / (outstanding issues currently
in circulation - number of dividends distributed), with the applicable tax rate made to commensurate that stipulated by law.
Due interest rate on proposed dividends tabulated = amount of conversion by earnings reinvestment x general financing factor
for the basis of dividends distribution: the number of new stock issues distributed in the previous fiscal as dividends.

2. Average annual cost/yield ratio: Average annual valuation of stock per share / earnings per share reported in the annual

financial reports.

At year 2002, Loss per share was 2.70, it did not included in average investment return rate of this year. (P/E Ratio)
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3. Public Company Internal Control System Statement

Design and execution are all effective
(Portions in this Statement while abided by statute is adapt to all applicable statutes)

Taichung Commercial Bank
Internal Control System Statement

Date: Apr. 2, 2004

In support of the voluntary internal control system examined by this bank for the period of Jan. 1 to Dec.
31, 2003, a statement is made as follows:

1.

As part of the responsibilities of the company’s board of directors and top management for
launching, implementing and maintaining an effective internal control system, a complete system
has been established, with explicit efforts made to support the operating efficiency and results,
including profitability, performance and safety assurance of assets entrusted under its management,
reliability of all financial statements, as well as achieving operating objectives set by relative
statutes so as to provide rational assurance.

Not without its limitation, the internal control system does, confined to effective coverage of
rational reassurance to the three elements described above. Its effectiveness may be subject to
change along with changes of operating environment and circumstantial elements. Nevertheless,
the self-adjusting mechanism provided by the company’s internal control system does allow timely
corrective action as soon as any discrepancy is detected.

Evaluation of the company’s internal control has been conducted to ensure the implementation and
the effectiveness of the internal control system according to “Guidelines for Establishment of
Internal Control Systems in Securities and Futures Service Enterprises” (hereinafter ‘management
standard’) proclaimed by Stocks and Futures Commission, Ministry of Finance. Measures applied
are divided into five significant elements according to the management procedure: 1. Environmental
Control, 2. Risk Evaluation; 3. Operation Control, 4. Information and Communications; 5.
Supervision, with each element subdivided to consist several subheadings. The above items please
refer to ‘management standard’ for details.

The company has duly adopted all aforementioned assessment categories in evaluating the design
and effective implementation of the company’s internal control system.

Based on the results of the examination described above, it has been reasonably concluded that the
internal control system (including supervision to its subsidiary) designed to examine the operating
period has been effective in terms of the operation results and efficiency, reliability of all financial
statements and the compliance of the design and implementing of said internal control to further
ensure a rational reassurance in achieving the operating objectives.

This statement herein will be the main contents of the company’s annual report and shall be
included in company prospectus as public information. All elements included in the public
statement are fully governed by Articles 20, 32, 171 and 174 of the Securities & Exchange Law, any
illegal offense such as concealment or forgery are punishable by pertinent legal provisions stipulated
herein.

This statement was unanimously motioned in the board of directors meeting held on Apr. 21, 2004,
attended by eleven company directors, who universally agreed to the contents provided herein.
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Internal control system statement of securities business

Design and execution are all effective
(Portions in this Statement while abided by statute is adapt to all applicable statutes)

Taichung Commercial Bank
Internal Control System Statement

Date: Apr. 23, 2004

In support of the voluntary internal control system examined by this bank for the period of Jan. 1 to Dec.
31, 2003, a statement is made as follows:

1.

As part of the responsibilities of the company’s board of directors and top management for
launching, implementing and maintaining an effective internal control system, a complete system
has been established, with explicit efforts made to support the operating efficiency and results,
including profitability, performance and safety assurance of assets entrusted under its management,
reliability of all financial statements, as well as achieving operating objectives set by relative
statutes so as to provide rational assurance.

Not without its limitation, the internal control system does, confined to effective coverage of
rational reassurance to the three elements described above. Its effectiveness may be subject to
change along with changes of operating environment and circumstantial elements. Nevertheless,
the self-adjusting mechanism provided by the company’s internal control system does allow timely
corrective action as soon as any discrepancy is detected.

Evaluation of the company’s internal control has been conducted to ensure the implementation and
the effectiveness of the internal control system according to “Guidelines for Establishment of
Internal Control Systems in Securities and Futures Service Enterprises” (hereinafter ‘management
standard’) proclaimed by Stocks and Futures Commission, Ministry of Finance. Measures applied
are divided into five significant elements according to the management procedure: 1. Environmental
Control, 2. Risk Evaluation; 3. Operation Control, 4. Information and Communications; 5.
Supervision, with each element subdivided to consist several subheadings. The above items please
refer to ‘management standard’ for details.

The company has duly adopted all aforementioned assessment categories in evaluating the design
and effective implementation of the company’s internal control system.

Based on the results of the examination described above, it has been reasonably concluded that the
internal control system (including supervision to its subsidiary) designed to examine the operating
period has been effective in terms of the operation results and efficiency, reliability of all financial
statements and the compliance of the design and implementing of said internal control to further
ensure a rational reassurance in achieving the operating objectives.

This statement herein will be the main contents of the company’s annual report and shall be
included in company prospectus as public information. All elements included in the public
statement are fully governed by Articles 20, 32, 171 and 174 of the Securities & Exchange Law, any
illegal offense such as concealment or forgery are punishable by pertinent legal provisions stipulated
herein.

This statement was unanimously motioned in the board of directors meeting held on Apr. 21, 2004,
attended by eleven company directors, who universally agreed to the contents provided herein.
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Major Defects, and
Improvementsfor thelast two years:

Crimes on business practice committed by person in
charge or staff and indicted by prosecutor in last two
years:

Former Business Manager, Shi-Jien Lee, at Tien-Jon
Branch received fuel expenses from client and did
not deliver payment service on time. The case was
transferred to Office of Public Prosecutors in
Chang-Hua District Court by Chang-Hua County
Investigation Station of the Bureau of Investigation
of Ministry of Justice for investigation. According to
Notice No 4495 of 2002 from the Court, defendant
was prosecuted according to Anti-Corruption Statute,
and interrogation was completed. Public prosecution
was brought up against the defendant.

Fine imposed due to violation of the Banking Law in
Last Year:
Nil

Severe Correction imposed by Ministry of Finance due
to Defection in Last Year:
Nil

Personnel Malpractice, Major Incidental Event, or
Accidents due to ignorance in complying with
Regulations Governing Maintenance of Safety in
Financial Institutes, and total actual incurred lost
exceeded NT$50 million that should be disclosed its
nature and amount of loss:

NIL

5. Critical Decisions:

Nil

6. Other Supplementary Notes:

Nil
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Apr. 17

May 28

Sep. 1

Oct. 18

Nov. 14

Investing in Domestic Mutual Fund Business

Released “Additional NT$200Billions Preferred

Home Loan Program”.

Released “Micro Business Entrepreneur Loan”
Business

Commenced Insurance Fund Trust Business —
“Golden Baby Caring Insurance Fund Trust
Program”

Released “Index Type Home Loan” Business

Implemented “Baseline Interest Rate” System

Conducted “TCB 50™ Anniversary Mutual Fund
Lucky Draw”; total 222 prizes were awarded

including plasma TV set.

Conducted the first “Mutual Fund Elite Training
Camp”

Conducted “TCB 50" Anniversary Workshop for
Investment Management”, invited renown
financial expert, also Chief of Staff of Win-Win
Weekly Magazine, Mr. Jin-Her Hsieh to deliver
a lecture; more than 400 audience attended.

Conducted “TCB 50™ Anniversary Preferred
Measures of Appreciation for Shareholders”

New Foreign Exchange Computer System

became online.

50th anniversary of the TCB was held at
Taichung Metro Park.

Entered into sale contract with China
Development Asset Management Corp.
for disposition of NT$ 5.1 billion NPL.
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| X. Head Office and Branches

Head Office & Branches Address Tel. No. Head Office & Branches Address
Head Office Shetou Branch 311, Sec. 2, Yuang-Chi Rd., Shetou (04) 8731466
Min Tsu Building 45, Min-Tsu Rd., Central Dist., Taichung (04) 22236063 Teinchung Branch 197, Sec. 1, Chung-Tzou Rd., Tien Chung (04) 8742206
Min Chuan Building 87, Min-Chuan Rd., Wenstern Dist., Taichung (04) 22236021 Shihu Branch 290, Sec. 3, Chang-Sui Rd., Shi Hu (04) 8853311
‘W. Shihu Branch 288, Sec. 1, Er-Shi Rd., Shi Hu (04) 8851480
Taipe City Peitou Branch 180, Sec. 1, Dou-Yuan Rd., Peitou (04) 8884146
Taipei Branch 85, Sec. 1, Chung-Hsiao East Rd., Taipei (02) 23211819 Pitou Branch 163, Dou-Yuan W. Rd., Pitou (04) 8924606
Sungshan Branch 1F, 176, Sec. 1, Keelung Rd., Taipei (02) 27658666 Lukang Branch 266, Chung-Shan Rd., Lukang (04) 7780545
Erlin Branch 20, Hsin-Shen Rd., Er Lin (04) 8962125
Taipei Hsien Puyen Branch 8, Sec. 2, Chang-Sui Rd., Pu Yen (04) 8656811
Sanchung Branch 69, Sec. 2, Chung-Hsin Rd., Sanchung City (02) 29877878 Fenyuan Branch 25, Kung-Yuan 1st St., Fen Yuan (049)2520252
Linko Branch 8, Tsu-Lin Rd., Linko (02) 26021888
Taichung Hsien
Miaoli Hsien Fongyuan Branch 302~1, Chung-Cheng Rd., Fongyuan City (04) 25244171
Wanli Branch 79, Hsin-Yi Rd., Wanli (037) 866366 E. Fongyuan Branch 203, San-Min Rd., Fongyuan City (04) 25260175
Chunan Branch 66, Ho-Ping St., Chunan (037) 481148 S. Fongyuan Branch 232, Chung-Shan Rd., Fongyuan City (04) 25261195
Nanyang Branch 338, Yuan-Huan E. Rd., Fongyuan City (04) 25244426
Taichung City Shenkang Branch 40, Min-Tzu Rd., Shenan Village, Shenkang (04) 25621501
Business Dept. 45, Min-Tsu Rd., Central Dist., Taichung (04) 22274567 Daya Branch 39, Chung-Ching S. Rod, Daya (04) 25668161
Chungcheng Branch 189, Chung-Cheng Rd., Central Dist., Taichung (04) 22245181 E. Daya Branch 405, Hsuey-Fu Rd., Daya (04) 25665755
Trust Dept. 3F, 87, Min-Chuan Rd., Western Dist., Taichung (04) 22236021 Tantzu Branch 76, Sec. 3, Tan-Hsing Rd., Tantze (04) 25323121
Intemational Banking Dept.  1F, 87, Min-Chuan Rd., Western Dist., Taichung (04) 22212933 Dongshih Branch 61, Chung-Shan Rd., Dongshih (04) 25872185
Offshore Banking Branch  1F, 87, Min-Chuan Rd., Western Dist., Taichung (04) 22212933 Houli Branch 95, Min-Shen Rd., Houli (04) 25571180
Taichung Branch 446, Chung-Cheng Rd., Northern Dist., Taichung (04) 22013016 ‘Waipu Branch 358, Jia-Ho Rd., Tatung Village, Waipu (04) 26836435
E. Taichung Branch 76, Sec. 4, Fu-Shing Rd., Eastern Dist., Taichung (04) 22226068 Dachia Branch 42, Chiang-Kong Rd., Dachia (04) 26862151
W. Taichung Branch 369, Kong-Yi Rd., Western Dist., Taichung (04) 23212501 Chingsui Branch 104, Chung-Shan Rd., Chingsui (04) 26226106
S. Taichung Branch 355, Sec. 3, Fu-Shing Rd., Southern Dist., Taichung (04) 22244187 Shalu Branch 298, Chung-Shan Rd., Shalu (04) 26621101
N. Taichung Branch 624, Da-Ya Rd., Northern Dist., Taichung (04) 22920832 Taichungkang Branch 36, Pa-Der Rd., Wuchih (04) 26571191
Szumin Branch 290~5, Szu-Ping Rd., Peitun Dist., Taichung (04) 24226165 Dadu Branch 778, Sec. 2, Sha-Tien Rd., Dadu (04) 26991166
Hsitun Branch 436, Sec. 2, Ho-Nan Rd., Hsitun Dist., Taichung (04)27060696 ‘Waufong Branch 829, Chung-Cheng Rd., Wufong (04) 23391165
Nantun Branch 1F, 663, Sec. 2, Wu-Chuan W. Rd., Nantun Dist., Taichung ~ (04)23824358 Dali Branch 292~1, Sec. 1, Chung-Hsing Rd., Dali City (04) 24927727
Peitun Branch 26, Pei-Tun Rd., Northern Dist., Taichung (04) 22353400 Neihsin Branch 339, Sec. 2, Chung-Hsinag Rd., Dali City (04) 24830345
Chungkang Branch 222, Sec. 1, Dong-Shan Rd., Peitun Dist., Taichung (04) 24371151 Kuokuang Branch 29, Hsin-Shing Rd., Dali City (04) 24072727
Chungte Branch 367, Sec. 4, Han-Kou Rd., Northern Dist., Taichung (04) 22371161 Shihjouchia Branch 22, Hsin-Jen VII St., Dali City (04) 22754822
Chiensing Branch 173, Da-Ya Rd., Northern Dist., Taichung (04) 22061151 Taiping Branch 115, Chung-Hsing Rd., Taiping City (04) 22700756
Hankuo Branch 177, Da-Yeh Rd., Nantun Dist., Taichung (04) 23206781 Lungjing Branch 325, Yo-Yuen S. Rd., Lungching (04) 26326788
Daching Branch 295, Sec. 1, Fu-Shing Rd., Southern Dist., Taichung (04) 22634838 ‘Wautze Branch 107, San-Min St., Wujih (04) 23373176
Sungchu Branch 1/F, 360, Pei-Tun Rd., Peitun Dist., Taichung (04) 22412171
N. Taiping Branch 66, Jin-Wu E. Rd., Eastern Dist., Taichung (04) 22121298 Nantou Hsien
Fengchia Branch 462-1, Fu-Shing Rd., Hsiton Dist., Taichung (04) 24521555 Nantou Branch 52, Min-Shen Rd., Nantou City (049) 2222146
Mingchien Branch 67, Chang-Nan Rd., Mingchien (049) 2735615
Changhua Hsien Tsaotun Branch 141, Bi-Shan Rd., Tsaotun (049) 2334146
Changhua Branch 126, Kwang-Fu Rd., Changhua City (04) 7224641 Puli Branch 62, Shi-Kang Rd., Pu Li (049) 2984001
Dachu Branch 364, Sec. 1, Chang-Nan Rd., Changhua City (04) 7387648 Chushan Branch 148, Chu-Shan Rd., Chushan (049) 2643181
Homei Branch 393, Sec. 6, Lu-Ho Rd., Ho Mei Town (04) 7562171 Luku Branch 316, Lu-Chang Rd., Luku (049) 2755281
Shangkong Branch 111, Chung-Shan E. Rd., Hsin Kang Village, Shangkong (04) 7983171 Shuili Branch 250, Min-Chuan Rd., Shuili (059) 2772177
Huatan Branch 446, Sec. 1, Chung-Shan Rd., Huatan Village, Huatan ~ (04) 7868775

Hsiushui Branch
Yungchiung Branch
Yuanlin Branch

N. Yuanlin Branch

Puhsin Branch

597, Sec. 2, Chang-Shui Rd., Hsiushui

71, His-Men Rd., Yungchiung

27, Chung-Shan S. Rd., Yuanlin

116, Sec. 2, Ta-Tung Rd., Yuanlin

217, Sec. 1, Chung -Cheng Rd., Dongmen Village, Puhsin

(04) 7693525
(04) 8232363
(04) 8326141
(04) 8322141
(04) 8281437

Yunlin Hsien
Huwei Branch

Dounan Branch

Kaohsiung City

Kaohsiung Branch

364, Kwang-Fu Rd., Huwei
151-9, Chung-Shan Rd., Dounan

1F, 11, Min-Chuan I Rd., Kaohsiung City

(05) 6313788
(05) 5954879

(07) 3355275
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