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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

The Board of Directors and Stockholders
Bank SinoPac

We have reviewed the accompanying balance sheets of Bank SinoPac as of September 30, 2008
and 2007, and the related statements of income, and cash flows for the nine months then ended.
These financial statements are the responsibility of the Bank SinoPac’s management. Our
responsibility isto issue areport on these financial statements based on our reviews.

We conducted our reviews in accordance with Statement of Auditing Standards No. 36 “Review of
Financial Statements” in the Republic of China. A review of interim financial statements consists
primarily of applying analytical procedures, comparisons and making inquiries. It is substantially
less in scope than an audit in accordance with generally accepted auditing standards, the objective
of which is the expression of an opinion regarding the financial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to the
financial statements referred to above for them to be in conformity with the Criteria Governing the
Preparation of Financial Reports by Public Banks, requirements of the Business Accounting Law
and Guidelines Governing Business Accounting relevant to financial accounting standards, and
accounting principles generally accepted in the Republic of China.

October 22, 2008

Notice to Readers

The accompanying financial statements are intended only to present the financial position, results
of operations and cash flows in accordance with accounting principles and practices generally
accepted in the Republic of China and not those of any other jurisdictions. The standards,
procedures and practices to review such financial statements are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the accountants’ review report and the accompanying financial
statements have been trandated into English from the original Chinese version prepared and used
in the Republic of China. If there is any conflict between the English version and the original
Chinese version or any difference in the interpretation of the two versions, the Chinese-language
accountants’ review report and financial statements shall prevail.



BANK SINOPAC

BALANCE SHEETS

SEPTEMBER 30, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Par Value)
(Reviewed, Not Audited)

ASSETS
CASH AND CASH EQUIVALENTS (Note 4)
DUE FROM THE CENTRAL BANK AND OTHER BANKS (Notes 5 and 26)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(Notes 2, 6, 7, 26, 27 and 35)

SECURITIES PURCHASED UNDER AGREEMENTS TO RESELL (Notes 2
and 7)

ACCOUNTS, INTEREST AND OTHER RECEIVABLES, NET (Notes2, 8, 25
and 26)

DISCOUNTS AND LOANS, NET (Notes 2, 9, 26 and 35)
AVAILABLE-FOR-SALE FINANCIAL ASSETS (Notes 2, 7, 10, 27 and 35)
HELD-TO-MATURITY INVESTMENTS (Notes 2, 7, 11, 26, 27 and 35)
EQUITY INVESTMENTS- EQUITY METHOD (Notes 2 and 12)
OTHER FINANCIAL ASSETS, NET
Unquoted equity instruments (Notes 2, 13 and 35)
Non-active market debt instruments (Notes 2, 7, 13 and 35)
Others (Notes 13, 27 and 35)
Other financial assets, net
PROPERTIES (Notes 2 and 14)
Cost and revaluation increment
Land
Buildings
Computer and machinery equipment
Transportation equipment
Total cost
Less: Accumulated depreciation
Advances on acquisitions of equipment and construction in progress
Net properties
INTANGIBLE ASSETS (Notes 2 and 3)
OTHER ASSETS (Notes 2, 15 and 25)

TOTAL

The accompanying notes are an integral part of the financial statements.

2008 2007
Amount Amount

$ 18,083,623 $ 25,651,345
75,878,409 184,003,491
36,921,665 35,438,697
4,132,132 8,514,597
39,302,534 32,104,737
633,011,428 599,253,812
46,893,487 54,324,448
99,143,231 2,742,915
9,652,244 9,477,033
715,707 722,997
659,952 4,883,990
1,557,402 2,259,362
2,933,061 7,866,349
4,877,531 4,762,673
4,523,023 4,248,878
4,536,534 4,546,635
14,917 25,015
13,952,005 13,583,201
5,077,732 4,871,978
8,874,273 8,711,223
229,364 176,163
9,103,637 8,887,386
149,971 178,199
6,793,965 5,700,989
$ 981,999,387 $ 974,143,998

(30)

(59)

(51)

22

2008 2007
LIABILITIES AND STOCKHOLDERS’ EQUITY Amount Amount
CALL LOANS AND DUE TO BANKS (Note 16) $ 51,131,661 $ 55,031,186
FINANCIAL LIABILITIESAT FAIR VALUE THROUGH PROFIT OR LOSS
(Notes 2, 6 and 35) 10,707,426 6,466,382
SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE (Notes 2, 7
and 26) 3,332,114 12,027,881
ACCOUNTS, INTEREST AND OTHER PAY ABLES (Notes 2, 17 and 26) 26,547,451 25,530,711
DEPOSITS AND REMITTANCES (Notes 18 and 26) 786,253,613 770,999,254
BANK DEBENTURES (Notes 2, 19 and 35) 36,240,341 31,010,772
BONDSPAYABLE (Notes 2 and 19) 5,654,880 5,734,080
OTHER FINANCIAL LIABILITIES (Note 2) 806,516 1,098,728
OTHER LIABILITIES (Notes 2, 20, 24 and 25) 3,246,284 2,764,197
Total liabilities 923,920,286 910,663,191
STOCKHOLDERS’ EQUITY (Notes 2 and 21)
Capital stock, $10 par value, authorized: 8,000,000
(shares in thousands), issued: 4,585,197 (shares in thousands) 45,851,972 45,851,972
Capital surplus
Additional paid-in capital 118,226 118,226
Capital surplus from business combination 8,076,524 8,076,524
Others 178 178
Total capital surplus 8,194,928 8,194,928
Retained earnings
Legal reserve 6,435,487 6,927,060
Special reserve 282,977 282,977
Unappropriated earnings (accumulated deficit) (1,987,443) 1,534,260
Total retained earnings 4,731,021 8,744,297
Cumulative translation adjustments (36,178) (7,593)
Unrealized losses on financial instruments (1,044,547) (176,998)
Net loss not recognized as pension cost (648.249) (155,953)
Unrealized revaluation increment on land 1,030,154 1,030,154
Total stockholders’ equity 58,079,101 63,480,807
TOTAL $ 981,999,387 $ 974,143,998

@

66

(72)

17
@
(27

17



BANK SINOPAC

STATEMENTSOF INCOME

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Earnings (L osses) Per Share)

(Reviewed, Not Audited)

INTEREST REVENUE (Notes 2 and 27)
INTEREST EXPENSE (Note 27)
NET INTEREST

NET REVENUES OTHER THAN INTEREST
Commissions and fee revenues, net (Notes 2, 22 and 27)
Losses from financial assets and liabilities at fair value
through profit or loss (Notes 2 and 6)

Realized gains from available-for-sale financial assets
(Notes 2 and 21)

Income from equity investments - equity method, net
(Notes 2 and 12)

Foreign exchange gain, net (Note 2)

Impairment losses on asset (Note 2)

Gains from unquoted equity instruments (Note 2)

Recovery of bad debts

Rental revenues

Other net revenues

Total net revenues
PROVISION FOR BAD DEBTS (Notes 2 and 9)
OPERATING EXPENSES (Notes 2 and 23)
Personnel expenses
Depreciation and amortization
Others
Total operating expenses
(LOSS) INCOME BEFORE INCOME TAX
INCOME TAX BENEFIT (Notes 2 and 25)

NET (LOSS) INCOME

2008 2007
Amount Amount
$36,331,398 $30,097,582
27,073,683 20,064,226
9,257,715 10,033,356
2,296,218 3,208,088
(3,642,846) (1,405,336)
766 10,317
393,684 891,742
1,063,080 1,421,062
(2,092,852) (1,215,052)
36,811 35,096
414,376 209,150
108,597 106,714
37,988 386,150
7,873,537 13,681,287
2,951,000 4,598,000
4,946,460 4,848,849
417,673 472,390
2,426,417 2,413,796
7,790,550 7,735,035
(2,868,013) 1,348,252
880,570 186,008
$(1,987,443) $ 1,534,260

21

35

(8)

(28)
159
(93)
(56)
(25)
98
(90)
(42)
(36)
2
(12)
1
1
(313)
373
(230)

(Continued)



BANK SINOPAC

STATEMENTSOF INCOME

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Earnings (L osses) Per Share)
(Reviewed, Not Audited)

2008 2007
After After
Pretax Tax Pretax Tax

(LOSSES) EARNINGS PER SHARE (Note 21)

Basic (losses) earnings per share $(063) $(043) $029 $ 033
Diluted earnings per share $ - $ - $ 028 0.31
The accompanying notes are an integral part of the financia statements. (Concluded)



BANK SINOPAC

STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss) income
Adjustments to reconcile net (loss) income to net cash (used in)
provided by operating activities
Depreciation and amortization
Amortization on premium or discount of financial assets
Amortization on discount of bank debentures
Provision for credit and trading losses
Impairment losses on asset
Unrealized losses on financial assets and liabilities at fair value
through profit or loss
Losses on disposal of available-for-sale financial assets
Foreign exchange gains on bonds payable
Accrued pension cost
Income from equity investments - equity method
Cash dividend received from equity investments - equity method
Gains on sale of properties and idle assets
(Gains) losses on disposal of collateral assumed, net
Loss on retirement of assets
Deferred income tax
Increase in held for trading financial assets
Increase in held for trading financial liabilities
Increase in accounts, interest and other payables
(Increase) decrease in accounts, interest and other receivables

Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Decrease (increase) in due from the Central Bank and other banks

Increase in securities purchased under agreements to resell

Acquisition of financial assets designated at fair value through profit or
loss

Proceeds from sale of financia assets designated at fair value through
profit or loss

Acquisition of non-active market debt instruments

Proceeds from sale of non-active market debt instruments

Cash returned on capital reduction of unquoted equity instruments

Increase in unquoted equity instruments

Increase in discounts and loans

Acquisition of properties

Proceeds from sale of properties

Acquisition of available-for-sale financial assets

2008 2007
$ (1,987,443) 1,534,260
437,752 490,837
(14,665) (1,451)
254 -
2,954,564 4,599,193
2,092,852 1,215,052
3,352,865 1,651,958
16,503 32,862
(55,088) (2,816)
40,247 (9,574)
(393,684) (891,742)
282,774 118,045
(94) (224)
(9,901) 416
4,969 10,075
71,970 75,293
(11,634,749) (8,932,299)
549,916 2,607,591
6,366,343 2,733,051
(3,002,869) 988,621
(927,484) 6,219,148
71,990,199 (84,829,582)
(107,955) (3,733,474)
(152,025) (2,176,878)
415,015 723,855
- (3,476,473)
1,010,710 908,577
6,000 -
- (738)
(33,589,941) (14,360,624 )
(413,629) (348,327)
2,015 5,459
(261,764,017) (45,541,221)
(Continued)



BANK SINOPAC

STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

2008 2007
Proceeds from sale of available-for-sale financial assets $324,912,273 $161,318,662
Acquisition of held-to-maturity investments (97,396,951) (1,005,739)
Proceeds from held-to-maturity investments matured 649,717 521,337
Proceeds from sale of equity investments - equity method - 188,321
Cash returned on liquidation of equity instrument - equity method 2,139 -
Proceeds from sale of collateral assumed 218,262 42,679
Decrease (increase) in other financial assets 402,456 (12,071)
Increase in other assets (1,284,657) (1,247,487)
Net cash provided by investing activities 4,899,611 6,976,276
CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in call loans and due to banks 6,228,083 (22,104,378)
Decrease in securities sold under agreements to repurchase (3,105,558) (2,625,980)
(Decrease) increase in deposits and remittances (7,206,369) 14,534,915
Bank debentures issued 9,994,685 -
Repayment of bank debentures (5,200,000) -
Decrease in other financial liabilities (64,388) (69,190)
Cash dividend - (1,487,274)
Remuneration to directors and supervisors and bonus to employees - (22,269)
Decrease in other liabilities (197,263) (150,046)
Net cash provided by (used in) financing activities 549,190 (11,924,222)
EFFECTS OF CHANGES IN EXCHANGE RATE 7,513 1,538
INCREASE IN CASH AND CASH EQUIVALENTS 4,528,830 1,272,740
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 13,554,793 24,378,605
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 18,083,623 $ 25,651,345
SUPPLEMENTAL INFORMATION
Interest paid 25,545,523 $ 19,131,298
Income tax paid $ 588,559 $ 461,513
The accompanying notes are an integral part of the financia statements. (Concluded)



BANK SINOPAC

NOTESTO FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007
(In Thousands of New Taiwan Dollars, Unless Otherwise Stated)
(Reviewed, Not Audited)

1. ORGANIZATION AND OPERATIONS
Organization
August 8,1991 Bank SinoPac (the “Bank”) obtained government approval to incorporate.
January 28,1992  The Bank started operations.

May 9, 2002 The Bank swap shares with SinoPac Securities Corporation and SinoPac Securities
Co., Ltd. (the ”SPS”) to established SinoPac Financial Holdings Company Limited
(the “SPH”), a financial holding company, resulting in the Bank become an unlisted
wholly owned subsidiary of SPH.

December 26, 2005 SPH finished the merger with International Bank of Taipei Co., Ltd. (IBT), through a
100% share swap.

May 8, 2006 The boards of directors of IBT resolved to transfer credit card business and related
assets and liabilities to SinoPac Card Services Co., Ltd. The transaction has been
approved by the authorities on June 22, 2006 and the assets have been transferred at
the book value of $5,171,080 on August 4, 2006.

July 21, 2006 The boards of directors of the Bank resolved a merger with IBT. The Bank was the
surviving entity and IBT was the company ceasing to exist.

November 13, 2006 The preliminary effective date of the share swap and merger. The Bank acquired the

assets and liabilities of IBT through a share swap at ratio of 1.175 shares of the
Bank to swap for 1 share of IBT.

Operations

The Bank engages in commercia banking, trust, and established International Divison and Offshore
Banking Unit (OBU) to manage foreign exchange operations as allowed under the Banking Law.

As of September 30, 2008 and 2007, the Bank had atotal of 4,759 and 4,956 employees, respectively.
As of September 30, 2008, the Bank’s operating units included Banking, Trust, and International Division
of the Head Office, OBU, 128 domestic branches, 3 overseas branches, 2 overseas sub-branches and 1

overseas representative office.

The operations of the Bank’s Trust Department consist of planning, managing and operating of trust
business and affiliated business. These operations are governed by the Banking Law and the Trust Law.



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Bank’s financial statements were prepared in conformity with Criteria Governing the Preparation oOf
Financial Reports by Public Banks, requirement of the Business Accounting Law, Guidelines Governing
Business Accounting and accounting principles generally accepted in the Republic of China (ROC). In
determining the fair value of certain financid instruments, allowance for credit losses, depreciation, assets
impairment, pension, income tax, losses upon suspended lawsuit, provision for losses on guarantees, bonus
to employees and remuneration to directors and supervisors, the Bank needs to make estimates based on
judgment and available information. The estimates were usualy made under uncertain conditions; actua
results could differ from those estimates.  Since the operating cycle could not be reasonably identified in
the banking industry, accounts included in the Bank’s financial statements were not classified as current or
non-current. Nevertheless, accounts were properly categorized according to the nature of each account,
and sequenced by their liquidity. Please refer to Note 30 for maturity analysis of assets and liabilities.
Significant accounting policies of the Bank are summarized bel ow:

Basis of Financial Statement Prepar ation

The accompanying financia statements include the accounts of the Head Office, OBU, all branches and the
representative office.  All interoffice transactions and balances have been eliminated.

Fair Value Deter mination

Fair value are determined as follows: (a) listed stocks and GreTai Securities Market (the “GTSM”) stocks
- closing prices as of the balance sheet date; (b) beneficiary certificates (open-end fund) - net asset values as
of the balance sheet date; (c) bonds - period-end reference prices published by the GTSM or Bloomberg;
and (d) for the financial instruments without active markets, fair value is determined by the price provided
by counterparty or using valuation techniques.

Financial Instrumentsat Fair Value Through Profit or Loss

Financia instruments at fair value through profit or loss consist of any financia asset and liability that is
designated on initia recognition as one to be measured at fair value with fair value changes in profit or loss
and financia assets and liabilities which should be classified as held for trading. Those instruments are
required to be recognized at fair value and to be measured at fair value through profit or loss as of the
balance sheet date.  The Bank uses trade date accounting when recording transaction.

A derivative that does not meet the criteria for hedge accounting is classified as a financial asset or a
financia liability held for trading.  If the fair value of the derivative is positive, the derivative is recognized
as afinancial asset; otherwise, the derivative is recognized as a financial liability.

Any financial asset and any financia liability may be designated as financial instruments at fair value
through profit or loss to eliminate measurement anomalies for items that provide a natura offset of each
other. Applying the fair value option eliminates accounting measurement mismatch for items that
naturally offset each other or eliminates the burden of separating embedded derivatives that are not
considered to be closely related to the host contract pertaining to a hybrid instrument.  If the Bank does not
adopt hedge accounting and the hedged items are not designated as financial assets or liabilities at fair value
through profit or loss, accounting measurement mismatches on these items will occur as a result of
differences in measurement attributes. Thus, the Bank designated debt instruments and bank debentures
issued as financial assets and liabilities at financial assets or liabilities at fair value through profit or loss.
Moreover, the Bank designated hybrid instruments as financial assets and liabilities at financial assets or
liabilities at fair value through profit or loss because embedded derivatives are not separated from the host
contract in ahybrid instrument. Besides, the set of financial assets, financial liabilities or the combination
of both managed by the Bank’s risk management policies and investment strategies will be designated as
financial instruments at fair value through profit or loss.



Derivative Financial Instruments

a

Foreign exchange forward

Foreign-currency assets and liabilities arising from forward exchange contracts, which are mainly for
accommodating customers’ needs or managing the Bank’s currency positions, are recorded at the
contracted forward rates. Gains or losses arising from the differences between the contracted forward
rates and spot rates upon settlement are credited or charged to current income.  As of the balance sheet
date, outstanding contracts are measured at fair value through profit or loss.

Forward rate agreements

Forward rate agreements, which are mainly for accommodating customers’ needs or managing the
Bank’s interest rate positions, are recorded by memorandum entries at the contract dates. Gains or
losses arising from the differences between the contracted interest rates and actual interest rates upon
settlement are credited or charged to current income. As of the balance sheet date, outstanding
contracts are measured at fair value through profit or loss.

Currency swaps

Foreign-currency spot-position assets or liabilities arising from currency swaps, which are mainly for
accommodating customers’ needs or managing the Bank’s currency positions, are recorded at spot rates
when the transactions occur; while corresponding forward-position assets or liabilities are recorded at
the contracted forward rates, with receivables net of the related payables. The interest part of swap
points is amortized during the contract period. As of the balance sheet date, outstanding contracts are
measured at fair value through profit or loss.

Cross-currency swaps

Cross-currency swaps, which are mainly for accommodating customers’ needs or managing the Bank’s
currency position, are marked to market as of the balance sheet date. The interest received or paid at
each settlement date is recognized as interest income or expense, which is credited or charged to current
income. As of the balance sheet date, outstanding contracts are measured at fair value through profit
or |oss.

Options

Options bought and/or held and options written, which are mainly for accommodating customers’ needs
or managing the Bank’s currency positions, are recorded as assets and liabilities when the transactions
occur. These ingtruments are marked to market as of the balance sheet date. The carrying amounts of
the instruments, which are recorded either as assets or liabilities, are credited or charged to current
income when they are not exercised. Gains or losses on the exercise of options are also included in
current income.

Interest rate swaps

Interest rate swaps, which do not involve the exchange of notional amounts, are not recognized as either
assets and/or liabilities on the contract dates. The interest received or paid at each settlement date on
the swaps, which are mainly for accommodating customers’ needs or managing the Bank’s interest rate
positions is recognized as interest income or expense. These instruments are marked to market as of
the balance sheet date.



0. Asset swaps

Asset swaps involve exchanging the fixed interest of convertible bonds or fixed rate notes for floating
interest. In addition, asset swaps involve exchanging the fixed or floating interest of credit link notes
for floating or fixed interest. These transactions are recorded by memorandum entries at the contract
dates. Net interest received or paid at each settlement date is recognized as interest income or expense,
which is credited or charged to current income. As of the balance sheet date, outstanding contracts are
measured at fair value through profit or loss.

h. Futures

Margin deposits paid by the Bank for interest rate futures contracts entered into for trading purpose are
recognized as assets. Gains or losses resulting from marking to market and from the settlement of the
interest rate futures contracts are classified as realized or unrealized gains or losses depending on
whether the gains or losses had been realized. The gains and losses are included in current income.

i. Credit default swaps

Credit default swaps involve taking the credit risk of the denominated bonds and notes. Such
transactions are recorded by memorandum entries at the contract dates. The premium received by the
Bank for a credit default swap contract on each settlement is recorded as current income by the accrua
method. As of the balance sheet date, outstanding contracts are measured at fair value through profit
or |oss.

j. Commodity - linked interest rate swaps, equity - linked swaps, and credit - linked swaps (miscellaneous
Sswap contracts)

Commodity - linked interest rate swaps, equity - linked swaps and credit - linked swaps, which do not
involve the exchange of notional amounts, are recorded by memorandum entries at the contract dates.
The gains and losses resulting from the swapped-in and swapped-out are included in current income on
the settlement dates. As of the balance sheet date, outstanding contracts are measured at fair value
through profit or loss.

Repurchase and Rever se Repur chase Transactions

Securities purchased under agreements to resell (reverse repurchase) agreements and securities sold under
agreements to repurchase are generally treated as collateralized financing transactions.  Interest earned on
reverse repurchase agreements or interest incurred on repurchase agreements is recognized as interest
income or interest expense over the life of each agreement.

Nonperforming L oans

Under guidelinesissued by the Banking Bureau of Financial Supervisory Commission (the Banking Bureau),
the balance of loans and other credits extended by the Bank and the related accrued interest thereon are
classified as nonperforming when the loan is overdue and shall be authorized by a resolution passed by the
board of directors.

Nonperforming loans reclassified from loans are classified as discounts and loans, otherwise, they are
classified as other financial assets.

Allowancefor Credit L ossesand Provision for Losses on Guar antees

In determining the allowance for credit losses and provision for losses on guarantees, the Bank assesses the
collectibility on the balances of discounts and loans, accounts receivables, interest receivables, other
receivables, nonperforming loans, and other financial assets, as well as guarantees and acceptances as of the
bal ance sheet date.

-10 -



Pursuant to “Regulations Governing the Procedures for Banking Institutions to Evaluate Assets and Deal
with Non-performing/Non-accrual Loans” (the “Regulations”) issued by the Banking Bureau, the Bank
evaluates credit losses on the basis of the estimated collectibility. In accordance with the Regulations
stated above, the loan assets divided into different classes subject to assets that require special mentioned,
assets that are substandard, assets that are doubtful, and assets for which there is loss. The minimum
allowance for credit losses and provision for losses on guarantees for the aforementioned classes should be
2%, 10%, 50% and 100% of outstanding credits, respectively.

Write-offs of loans falling under the Banking Bureau guidelines, upon approval by the board of directors,
are offset against the recorded allowance for credit losses. Recovery of loans written off on the current
year is recorded as reverse of allowance whereas recovery of loans written off on the previous years is
recorded as other revenue.

Available-for-sale Financial Assets

Available-for-sale financia assets are initially measured at fair value plus transaction costs that are directly
attributable to the acquisition.  Unrealized gains or losses on available-for-sale financial assets are reported
in equity attribute to the Bank’s shareholders. On disposal of an available-for-sale financia asset, the
accumulated, unrealized gain or loss in equity attributable to the Bank’s shareholders is transferred to net
profit and loss for the period. All regular way purchase or sales of financial assets are accounted for on a
trade date basis.

Cash dividends are recognized on the ex-dividend date. Cash dividends received a year after investment
acquisition is recognized as income, otherwise as a reduction of the carrying value of the investments. The
effective interest rate method of amortization and accretion is used; the straight line method is used if there
Is no significant difference.

If an available-for-sale financial asset is determined to be impaired, the accumulative unreaized loss
previoudy recognized in equity attributable to the Bank shareholders is recognized as impairment loss and
reported in income statement.  For equity investments, loss reversal is adjusted to the equity attributable to
the Bank shareholders. For debt investments, loss reversal is credited to current income.

Held-to-maturity I nvestments

Held-to-maturity investments are carried at amortized cost using the effective interest method; otherwise the
straight line method can be used if there is no significant difference. At initial recognition, the costs of the
financial assets are measured at fair value plus transaction costs that are directly attributable to the
acquisition. The net profit and loss of the held-to-maturity investments for the period is reported in to
income statement when the financial assets are derecognized, impaired or amortized. All regular way
purchase or sales of financial assets are accounted for on atrade date basis.

If a held-to-maturity financial asset is determined to be impaired, the impairment loss is recognized and
reported in income statement. L oss reversal is credited to current income and should not be more than the
carrying amount had the impairment not been recognized.

Equity Investments - Equity M ethod

Equity investments are accounted for by the equity method if the Bank has significant influence over the
investees. Under this method, investments are stated at cost plus (or minus) a proportionate share in net
earnings (losses) or changes in net worth of the investees. Until December 31, 2005, any difference
between the acquisition cost and the equity in the investee is amortized over 15 years. Such goodwill is
not amortized since January 2006. Stock dividends only result in an increase in number of shares and are
not recognized as investment income.

-11-



In accordance with Statement of Financial Accounting Standards Interpretation No. (91) 33 dated March 8,
2002 issued by the Accounting Research and Devel opment Foundation of the Republic of China (ARDF of
ROC), the SPH commence reorgani zation and the Bank transferred the investment at book value.

Other Financial Assets

Non-active market debt instruments are those which do not have quoted market prices in an active market,
and whose fair value cannot be reliably measured. Non-active market debt instruments are carried at
amortized cost. The accounting treatment for such debt instruments is similar to that for held-to maturity
investments except for the absence of restriction or the timing of their disposal.

Investments in equity instruments without quoted market prices in an active market and whose fair value
cannot be reliably measured are measured at their origina cost.  If thereis objective evidence that the asset
Isimpaired, an impairment lossis recognized and areversal of the impairment loss is prohibited.

Properties and Non-operating Assets

Properties and non-operating assets are stated at cost plus revaluation increment less accumulated
depreciation and accumulated impairment losses. Major renewals, additions and improvements are
capitaized, while cost of repairs and maintenance are expensed as incurred.

Upon sale or disposal of properties and non-operating assets, their cost, revaluation increment and related
accumulated depreciation and accumulated impairment losses are removed from the accounts. Any
resulting gain or lossis credited or charged to current income.

Depreciation is calculated on the straight-line basis over estimated useful lives as follows.  buildings, 5 to
60 years, computer equipment, 3 to 5 years, transportation equipment, 5 years, and office and other
equipment, 3 to 15 years. Depreciation of revaluated property is computed on the straight-line basis over
their remaining useful lives determined at the time of revaluation. For assets still in use beyond their
original estimated useful lives, further depreciation is calculated on the basis of any remaining salvage value
and the estimated additional useful lives.

Intangible Assets

The cost of computer software is amortized on the straight-line basis over 5 years.
Other Assets

Collaterals assumed

Collaterals assumed are recorded at cost (included in other assets) and revalued at the lower of cost or net
fair value as of the balance sheet date, and the resulting loss is charged to current income.

Asset | mpairment

SFAS No. 35 requires the impairment review on long-term investments accounted for by the equity method
and properties to be made on each balance sheet date. If assets or the relevant cash-generating units
(CGUs) are deemed impaired, then the Bank must calculate their recoverable amounts. An impairment
loss should be recognized whenever the recoverable amount of the assets or the CGU is below the carrying
amount, and this impairment loss either is charged to accumulated impairment or reduces the carrying
amount of the assets or CGUs directly. After the recognition of an impairment loss, the depreciation
(amortization) should be adjusted in future periods by the revised asset/CGUs carrying amount (net of
accumulated impairment), less its salvage value, on a systematic basis over its remaining service life. If
asset impairment loss (excluding goodwill) is reversed, the increase in the carrying amount resulting from
reversdl is credited to current income. However, lossreversal should not be more than the carrying amount
(net of depreciation) had the impairment not been recognized. An impairment loss on a revalued asset is
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recognized directly against capital surplus from revaluation for the asset to the same asset. A reversa of
an impairment loss on a revalued asset is credited directly to capital surplus from revaluation under the
heading capital surplus from revaluation. However, to the extent that an impairment loss on the same
revalued asset was previously recognized as profit or loss, a reversal of that impairment loss is also
recognized as profit or loss.

Gooadwill is tested for impairment annually or more frequently if events or changes in circumstance indicate
goodwill impairment. Impairment is recorded if the book value exceeds valuein use. Theincreasein the
recoverable amount of goodwill in the period following the recognition of an impairment lossis likely to be
an increase in internally generated goodwill rather than the reversal of the impairment loss recognized for
the acquired goodwill.  Thus, areversal of an impairment loss on goodwill is prohibited.

Bonds Payable

The Euro-convertible bonds issued before December 31, 2005 were recognized as liabilities by its issued
price. Under the book value method applied for the conversion of Euro-convertible bonds, the carrying
amount, interest premium and the related issuance costs were converted into capital stocks in the amount of
face value, while the remaining amount was recorded into capital surplus on the conversion date.

Upon repurchase of the Euro-convertible bonds, the face amount plus the premium and bond issuance
expense accrued to the date of repurchase are removed from the accounts, and any resulting gain or lossis
credited or charged to current income.

Recognition of I nterest Revenue and Service Fees

Interest revenue on loans is recorded by the accrual method. No interest revenue is recognized in the
accompanying financial statements on loans and other credits extended by the Bank that are classified as
nonperforming loans.  The interest revenue on those loans/creditsis recognized upon collection.

Under the Ministry of Finance (MOF) regulations, the interest revenue on credits in which agreements have
been reached to extend their maturities is recognized upon collection.

Service fees are recorded as revenue upon receipt or substantial completion of activities involved in the
earnings process.

Pension

Pension expense under defined benefit pension plan is determined on the basis of actuaria calculations.
Pension under defined contribution pension plan is expensed during the period when the employees
rendered their services.

Income Tax

Inter-period income tax allocation is applied, in which tax effects of deductible temporary differences
unused loss carry forward and unused investment tax credits are recognized as deferred income tax assets,
and those of taxable temporary differences are recognized as deferred income tax liabilities. Valuation
allowances are provided to the extent, if any, that it is more likely than not that deferred income tax assets
will not be realized.

Tax credits for personnel training expenditures and acquisition of equity investments are recognized as
reduction of current income tax.

Interest income from short-term bills and asset backed securities have been taxed separately and recorded as
tax expenses. The adjustment of prior year’s income tax was included in the current income tax.
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Income tax (10%) on inappropriate earnings is recorded as income tax in the year when the stockholders
resolve the appropriation of the earnings.

SPH adopted the linked-tax system for income tax filings with its qualified subsidiaries, including the Bank.
The different amounts between tax expense and deferred tax liabilities and assets based on consolidation
and SPH with its quaified subsidiaries are adjusted on SPH; related amounts are recognized as accounts
receivable or accounts payable.

Contingencies

A loss is recognized when it is probable that an asset has been impaired or a liability has been incurred and
the amount of loss can be reasonably estimated.  If the amount of the loss cannot be reasonably estimated
or thelossis possible, the related information is disclosed in the financial statements.

Foreign-currency Trandations

Foreign currency transactions are recorded at the rate of exchange on the date of the transaction.  As of the
bal ance sheet date, monetary assets and liabilities denominated in foreign currencies are translated into New
Taiwan dollars equivalents using the closing exchange rate. Exchange differences arising on the
settlement of transactions at rates different from those at the date of the transaction, as well as unrealized
foreign exchange differences on unsettled foreign currency monetary assets and liabilities, are recognized in
the income statement.

Non-derivative foreign currencies are trandated into New Taiwan dollars using the rate of the trading date.
Exchange differences arising on the settlement of transactions at rates different from those at the date of the
transaction, are recognized in the income statement. Unrealized exchange differences on non-monetary
financial assets (e.g. investments in equity instruments) are a component of the change in their entire fair
value. For non-monetary financial investments, which are classified as available-for-sale, unrealized
exchange differences are recorded directly in equity. For non-monetary financial assets classified as held
for trading, unrealized exchange differences are recognized in the income statement. For non-monetary
financial assets classified as unquoted equity investments are measured at the rate of trading date.

Equity investments are accounted for by equity method of foreign financial statements, monetary assets and
liabilities denominated in foreign currencies are trand ated using the closing exchange rates on balance sheet
date. Foreign currency income and expenses are translated using the average exchange rate in the period.
Trandation difference net of income tax is recorded as “cumulative translation adjustments” under
stockholders’ equity.

Hedge Accounting

In order to qualify as a hedge, a derivative must effectively reduce any risk inherent in the hedged item from
potential movements in interest rates, exchange rates and market values. Changes in the fair value of the
derivative must be highly correlated with changes in the fair value of the underlying hedged item over the
life of the hedged contract. At the inception of the hedge, there must be formal designation and
documentation of the hedging relationship, the Bank’s risk management objective and strategy for
undertaking the hedge, the hedging instrument, the hedged items, overal risk management objectives and
strategies and how the entity will assess the hedging instrument’s effectiveness.

A fair value hedge that meets the entire hedge accounting criteriais accounted for as follows:
a The gain or loss from re-measuring the hedging instrument at fair value (for a derivative hedging
instrument) or the foreign currency component of its carrying amount (for a non-derivative hedging

instrument) is recognized immediately in profit or loss, and

b. The carrying amount of the hedged item is adjusted through profit or loss for the corresponding gain or
loss attributable to the hedged risk.
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Reclassifications

Certain accounts for the nine months ended September 30, 2007 have been reclassified to conform to the
financial statement presentation for the nine months ended September 30, 2008.

. ACCOUNTING CHANGES

In March 2007, the ARDF issued Interpretation No.(96)52 that requires companies to recognize bonuses
paid to employees, directors and supervisors as compensation expenses beginning January 1, 2008. These
bonuses were previously recorded as appropriations from earnings. The adoption of this interpretation has
no significant influence on the financial statement.

On January 1, 2007, the Bank adopted the newly released SFAS No. 37 “Accounting for Intangible Assets”

and other standards amended for harmonizing with this standard. The Bank reassessed the useful lives of
and the amortization method for its recognized intangible assets as of the same date.

. CASH AND CASH EQUIVALENTS

September 30
2008 2007
Due from other banks $ 6,742934 $ 13,785,158
Notes and checksin clearing 5,836,249 6,188,785
Cash on hand 5,504,440 5,677,402

$ 18083623 $ 25,651,345

. DUE FROM THE CENTRAL BANK AND OTHER BANKS

September 30
2008 2007
Cdll loansto banks $ 46,898,063 $ 78,180,629
Due from Central Banks - certificate of deposit - 76,910,000
Due from Central Banks - checking account 7,363,034 7,337,759
Deposit reserve - demand account 21,517,709 17,352,735
Deposit reserve - foreign currency 99,603 4,222,368

75,878,409 $ 184,003,491

Under a directive issued by the Central Bank of the ROC, NTD-denominated deposit reserves are
determined monthly at prescribed rates on average balances of customers’ NTD-denominated deposits.
Deposit reserve - demand account can not be withdrawn momentarily, except for adjusting the deposit
reserve account monthly. In addition, the foreign-currency deposit reserves are determined at prescribed
rates on balances of additional foreign-currency deposits. The foreign-currency deposit reserves may be
withdrawn momentarily and are no interest earning.

. FINANCIAL INSTRUMENTSAT FAIR VALUE THROUGH PROFIT OR LOSS

Related information regarding financial instruments at fair value through profit or loss please refer to Table
6-1.
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The Bank engages in derivative transactions mainly for accommodating customers’ needs and managing its
exposure positions. The contract amounts (notional amounts) of the outstanding derivative transactions
please refer to Table 6-2, and the related information regarding to gains or losses please refer to Table 6-7.
The Bank’s strategy is to hedge most of the market risk exposures using hedging instruments with market
value changes that have a highly negative correlation with the changes in the market of the exposures being
hedged.

Financia instruments at fair value through profit or loss for the nine months ended September 30, 2008 and
2007, were asfollows:

September 30
2008 2007
Held for trading financial assets and liabilities
Realized gains (losses) $(2,971,890) $ 631,918
Valuation losses (589,342) _ (1,996,799)

(3.561,232) _ (1,364,881)

Financial assets and liabilities designated at fair value through profit or loss
Valuation losses (81,614) (40,455)

$(3,642,846) $ (1,405,336)

The loss on held for trading financial assets and liabilities include loss on the fair value adjustments of
structured investment vehicles $2,628,187, collateralized debt obligation $110,319 and mortgage backed
securities $827 for the nine months ended September 30, 2008, please refer to Table 6-8.

. SECURITIESPURCHASED UNDER AGREEMENTSTO RESELL AND SOLD UNDER
AGREEMENTSTO REPURCHASE

As of September 30, 2008 and 2007, securities were purchased under agreementsto resell at $4,141,877 and
$8,536,117 between October and December 2008 and between October 2007 and January 2008,
respectively.

As of September 30, 2008 and 2007, securities were sold under agreements to repurchase at $3,336,820 and
$12,051,370 between October and December 2008 and between October 2007 and January 2008,
respectively.

The details of financial assets sold under agreements to repurchase were summarized as follows:

September 30
Financial Assets 2008 2007
Held for trading $ 2707817 $ 9,122,218
Available-for-sale 624,297 2,173,688
Held-to-maturity - 240,603
Non-active market debt instruments - 491,372
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8. ACCOUNTS, INTEREST AND OTHER RECEIVABLES, NET

September 30
2008 2007

Accounts receivable - factoring $ 25164510 $ 19,292,595
Interest receivable and revenue recelvable 5,602,908 4,506,899
Receivables from related parties (Note 26) 4,680,547 4,029,612
Acceptances 2,360,173 3,666,974
Accounts receivable and notes receivable 1,090,746 464,852
Others 472,005 352,477

39,370,889 32,313,409
Less - allowance for credit losses 68,355 208,672

$ 39302534 $ 32,104,737

9. DISCOUNTSAND LOANS, NET

September 30
2008 2007

Import and export negotiations $ 1811524 $ 2,233,451
Overdrafts 26,904 78,342
Secured overdrafts 890,159 952,661
Accounts receivable - financing 2,493,795 3,541,140
Short-term loans 128,048,524 104,600,833
Short-term secured loans 41,433,572 34,452,056
Medium-term loans 69,803,315 73,807,067
Medium - term secured |oans 47,564,270 53,857,743
Long-term loans 13,661,380 14,139,813
Long-term secured loans 324,659,874 305,520,456
Nonperforming loans transferred from loans 8,571,544 12,231,724

638,964,861 605,415,286
Less - allowance for credit losses 5,953,433 6,161,474

$ 633,011,428 $ 599,253,812
As of September 30, 2008 and 2007, the balances of nonaccrud interest loans were $9,942,203 and
$13,353,813, respectively. The unrecognized interest revenues on nonaccrua interest loans amounted to
$301,998 and $434,691 for the nine months ended September 30, 2008 and 2007, respectively.

For the nine months ended September 30, 2008 and 2007, the Bank had not written off credits for which
legal proceedings had not been initiated.

The details of and changes in allowance for credit losses of loans, discounts and loans for the nine months
ended September 30, 2008 and 2007, please refer to Table 7-1.
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10.

11.

12.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Related information regarding avail able-for-sale financial assets please refer to Table 6-3.

As of September 30, 2008 and 2007, the Bank held 120,031 thousand shares of SPH, with carrying amount
of $1,968,508 and market value of $1,045,470 and $1,836,474 based on the closing prices as of September
30, 2008 and 2007, respectively. A difference of $923,038 and $132,034 were recorded as unrealized loss
of financial instruments under stockholders’ equity.

HELD-TO-MATURITY INVESTMENTS

Related information regarding held-to-maturity financial assets please refer to Table 6-4.

For the nine months ended September 30, 2008, the Bank recognized impairment loss on structured
investment vehicles amounted to $237,603, please refer to Table 6-8.

EQUITY INVESTMENTS- EQUITY METHOD AND INCOME (LOSS)

FROM EQUITY INVESTMENTS

Income (L oss) from

Balance of Equity | nvestments
Equity | nvestments For the Nine M onths Ended
September 30 September 30

2008 2007 2008 2007
SinoPac Bancorp $ 6,606,717 $ 6,768,708 $ (130,418) $ 419,967
SinoPac Leasing Corporation 1,426,409 1,283,539 94,609 121,037
SinoPac Capital Limited (H.K.) 1,205,515 1,146,397 80,575 133,106
SinoPac Life Insurance Agent Co., Ltd. 384,769 253,149 326,511 196,424
SinoPac Property Insurance Agent Co., Ltd. 28,834 22,962 22,494 16,754
SinoPac Financial Consulting Co., Ltd. - 2,278 (87) 84
SinoPac Securities Investment Trust Co., Ltd. - - - 4,370

$ 9652244 $ 9477033 $ 393684 $ 891,742

To comply with the reorganization of SPH, the equity investment under equity method on SinoPac
Securities Investment Trust Co., Ltd. (formerly named Grand Cathay Securities Investment Trust
Corporation and renamed in January 2008) held by the Bank amounting to $188,321 in 2007 had transferred
to SPH at book value.

The aforementioned equity-method investees’ financial statement and related income or loss which had
been used to determine the carrying amount of the Bank investments, had been reviewed, except those of
SinoPac Securities Investment Trust Co., Ltd. and SinoPac Financia Consulting Co., Ltd. The Bank
believes that, had those financial statements been reviewed, any adjustments arising would have had no
material effect on the Bank’s financial statements.

The net loss of SinoPac Bancorp amounting to $124,096 for the nine months ended September 30, 2008 was
trandated into NTD at the average exchange rate for the respective periods. The difference between the
trandated net loss of SinoPac Bancorp and the one recognized by the Bank was generated from some
different accounting treatments between ROC GAAP and US GAAP.

To comply with the operation strategy as afinancial institution across the Asia-Pacific region, on January 25,
2008, the board of directors resolved to dispose the equity investment on SinoPac Bancorp. Nevertheless,
the board of directors resolved to withdraw the disposal on October 21, 2008.
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13.

14.

15.

To restructuring the organization and investment in investees, the shareholders’ meeting resolved to
liquidate SinoPac Financial Consulting Co., Ltd. on March 28, 2008, and was approved by Taipei City
Government on April 25, 2008.

OTHER FINANCIAL ASSETS, NET

Related information regarding other financial assets please refer to Table 6-5.

For the nine months ended September 30, 2008, the Bank recognized impairment loss on non-active market
debt instruments including structured investment vehicles $1,845,015, please refer to Table 6-8.

Investments in equity instruments without quoted prices in an active market and whose fair values cannot be
reliably measured are measured at their cost.  Investments in debt instruments without quoted prices in an
active market and with fixed or determinable payments are carried at amortized cost using the effective
interest method.

PROPERTIES
September 30
2008 2007
Cost and revaluation increment $ 13,952,005 $ 13,583,201
Accumulated depreciation
Buildings 1,677,988 1,494,590
Computer and machinery equipment 3,386,268 3,357,115
Transportation equi pment 13,476 20,273
5,077,732 4,871,978
Advances on acquisitions of equipment and construction in progress 229,364 176,163
Net properties $ 9103637 $ 8,887,386

Under government regulations, the Bank revalued its properties, in the following years: Land in 1961,
1964, 1967, 1974, and 2001; and properties other than land in 1961.

Under the Financial Institutions Merger Act and interpretation (94) 349 issued by the ARDF of ROC, the
Bank did not book the land value increment tax reserve amounting to $555,910 since the land was not
revalued when both banks merged in November 13, 2006.

OTHER ASSETS
September 30
2008 2007

Deferred income tax assets $ 320368 $ 1,507,213
Rental properties, net 1,368,350 1,546,806
Collateral assumed, net of accumulated impairment $35,875 and $35,339,

respectively 709,325 767,632
Land value increment tax 478,205 486,830
Idle assets, net 460,033 453,189

(Continued)

-19-



16.

17.

18.

Prepayment

Deferred pension cost
Temporary payment
Others

CALL LOANSAND DUE TO BANKS

Cadll loans

Redeposit from the directorate general of postal remittance

Due to the Central Bank
Due to banks

ACCOUNTS, INTEREST AND OTHER PAYABLES

Accounts payable - factoring
Interest payable

Notes and checksin clearing
Acceptance payable

Receipts under custody payable
Accrued expenses

Tax payable

Accounts payable

Others

DEPOSITSAND REMITTANCES

Checking
Demand

Savings - demand
Time

-20 -

September 30

2008 2007
$ 398,891 $ 373,914
122,100 207,052
36,234 332,458
17,141 25,895
$ 6793965 $ 5,700,989
(Concluded)

September 30

2008 2007
$ 29,882,440 $ 41,254,442
21,066,675 13,694,909
105,200 45,598
77,346 36,237
51,131,661 55,031,186

September 30

2008 2007
$ 8664057 $ 7,282,915
6,372,440 4,465,733
5,836,249 6,188,785
2,360,173 3,666,974
1,010,415 1,286,336
820,018 1,564,634
359,920 268,835
316,422 248,307
807,757 557,692
$ 26547451 $ 25,530,711

September 30

2008 2007
$ 13558079 $ 12,362,292
102,665,245 106,060,568
160,196,585 169,155,746
