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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Bank SinoPac

We have audited the accompanying balance sheddsrt SinoPac as of June 30, 2010 and 2009, and the
related statements of income, changes in stocki®ldguity and cash flows for the six months thexles.
These financial statements are the responsibifith® Bank SinoPac’s management. Our respongilidito
express an opinion on these financial statemerssdoan our audits.

We conducted our audits in accordance with the R@leverning the Audit of Financial Statements oidficial
Institutions by Certified Public Accountants andliting standards generally accepted in the Repulblichina.
Those rules and standards require that we planparfdrm the audit to obtain reasonable assuranoetab
whether the financial statements are free of natenisstatement. An audit includes examining, otles
basis, evidence supporting the amounts and digelesa the financial statements. An audit alsduies
assessing the accounting principles used and &ignifestimates made by management, as well agadivey
the overall financial statement presentation. \Ekelbe that our audits provide a reasonable basiodr
opinion.

In our opinion, the financial statements referrecabove present fairly, in all material respedtg, financial
position of Bank SinoPac as of June 30, 2010 af®28nd the results of its operations and its ¢asvs for
the six months then ended, in conformity with GiitéGoverning the Preparation of Financial Repbyt$&ublic
Banks, requirements of the Business Accounting baa Guidelines Governing Business Accounting releva
to financial accounting standards, and accountririples generally accepted in the Republic ofr@hi

We have also audited the consolidated financiakstants of Bank SinoPac and subsidiaries as ofanithe

six months ended June 30, 2010 and 2009, on whiehhave issued an unqualified opinion thereon,
respectively.

July 26, 2010

Notice to Readers

The accompanying financial statements are interatdy to present the financial position, resultoopgrations
and cash flows in accordance with accounting pples and practices generally accepted in the Repufl
China and not those of any other jurisdictions. eT$tandards, procedures and practices to audit such
financial statements are those generally acceptetlapplied in the Republic of China.

For the convenience of readers, the auditors’ ré@ord the accompanying financial statements hawen be
translated into English from the original Chinessrsion prepared and used in the Republic of Chinéthere

is any conflict between the English version and thiginal Chinese version or any difference in the
interpretation of the two versions, the Chineseglaage auditors’ report and financial statementslispeevail.
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BANK SINOPAC

BALANCE SHEETS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Par Vale)

ASSETS
CASH AND CASH EQUIVALENTS (Note 3)
DUE FROM THE CENTRAL BANK AND OTHER BANKS (Notes dnd 28)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LSS (Notes 2, 5
and 28)

ACCOUNTS, INTEREST AND OTHER RECEIVABLES, NET (N&t®, 7, 8, 27
and 28)

DISCOUNTS AND LOANS, NET (Notes 2, 9 and 28)
AVAILABLE-FOR-SALE FINANCIAL ASSETS, NET (Notes 26, 10 and 29)
HELD-TO-MATURITY INVESTMENTS, NET (Notes 2, 11, 28nd 29)
EQUITY INVESTMENTS - EQUITY METHOD (Notes 2 and 12)
OTHER FINANCIAL ASSETS, NET
Unguoted equity instruments (Notes 2 and 13)
Non-active market debt instruments (Notes 2 and 13)
Others (Notes 13 and 29)
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
Prepayments for equipment and construction in sxgr
Net properties
INTANGIBLE ASSETS (Notes 2 and 15)

OTHER ASSETS (Notes 2, 16 and 27)

TOTAL

The accompanying notes are an integral part ofitla@cial statements.

2010 2009

Amount Amount
$ 9,768,898 $ 10,188,782
73,764,918 86,076,258
18,943,852 19,326,627
47,685,696 41,362,998
692,225,184 597,826,725
37,301,038 41,808,920
141,501,775 137,735,960
7,342,520 10,891,204
1,922,882 488,507
92,173 104,253

5,507,359

7,522,414

4,779,926
4,736,553
4,741,402

1,342

14,259,223
5,692,444
8,566,779

287,717

8,854,496

985,492

5,353,148

$ 1,051,249,431

1,811,183

2,403,943

4,800,684
4,711,577
4,862,095
6,598
14,380,954
5,506,573
8,874,381
118,310

8,992,691
1,022,114

6,762,609

$ 964,398,831

% Increase
(Decrease)

4)
(14)

@)

15
16

(11

(33)

294
(12)
204

213

)
(80)
1)

®)
143

@)
4)
(1)

LIABILITIES AND STOCKHOLDERS' EQUITY

CALL LOANS AND DUE TO BANKS (Note 17)

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (Notes 2

and 5)

SECURITIES SOLD UNDER AGREEMENTS TO REPURASE (Notes 2, 6 and 28)

ACCOUNTS, INTEREST AND OTHER PAYABLES (Notes 28 and 28)

DEPOSITS AND REMITTANCES (Notes 19 and 28)
BANK DEBENTURES (Notes 2 and 20)
BONDS PAYABLE (Notes 2 and 20)
OTHER FINANCIAL LIABILITIES (Notes 2 and 21)
OTHER LIABILITIES (Notes 2, 22 and 27)

Total liabilities

STOCKHOLDERS' EQUITY
Capital stock, NT$10 par value, authorized8,000 thousand
shares; issued and outstanding 4,821,847 thousanessin
2010 and 4,481,847 thousand shares in 2009
Capital surplus
Additional paid-in capital from share issuancexeess of par
Capital surplus from business combination
Others
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings (accumulated dgfic
Total retained earnings
Other adjustment
Cumulative translation adjustments
Unrealized earnings (losses) on financiarimaents
Net loss not recognized as pension cost
Unrealized revaluation increment on land
Total other adjustment

Total stockholders’ equity

TOTAL

2010 2009

Amount Amount
$ 51,331,555 $ 35,424,146
10,669,364 10,861,192
7,118,233 1,251,677
19,254,313 25,633,966
868,620,467 793,413,146
25,679,753 32,723,589
- 4,638,168
2,942,250 1,538,134

3,042,267

988,658,202

48,218,469

795,561
8,076,524

1,733

8,873,818

3,361,034

282,977
1,490,550
5,134,561

(57,394)
157,780
(766,159)
1,030,154
364,381

62,591,229

$ 1,051,249,431

3,579,700

909,063,718

44,818,469

115,561
8,076,524

1,733

8,193,818

2,746,023
282,977

(896,38)
2,132,619

29,697
(227,323)
(642,321)

1,030,154

190,207

55,335,113

$ 964,398,831

% Increase
(Decrease)

45

@)
469

(25)

(22)
(100)
91

(15)



BANK SINOPAC

STATEMENTS OF INCOME
SIX MONTHS ENDED JUNE 30, 2010 AND 2009

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

INTEREST REVENUE (Notes 2 and 28)
INTEREST EXPENSE (Note 28)
NET INTEREST

NET REVENUES OTHER THAN INTEREST

Commission and fee revenues, net (Notes 2, 24 8nd 2
Gains from (losses on) financial assets and ligdsliat

fair value through profit or loss (Notes 2 and 5)
Realized (losses on) gains from available-for-sale
financial assets (Notes 2 and 23)

Losses on equity investments - equity method, net

(Notes 2 and 12)
Foreign exchange gain, net (Note 2)

(Impairment losses) reversal gains on assets (}ote

Gains from unquoted equity instruments
Recovery of bad debts (Note 2)

Rental revenues (Note 28)

Contingency losses (Note 2)

Other net (losses) revenues (Note 28)

Total net revenues
PROVISION FOR BAD DEBTS (Notes 2, 7 and 9)
OPERATING EXPENSES (Notes 2, 25 and 28)
Personnel expenses
Depreciation and amortization
Others
Total operating expenses
INCOME (LOSS) BEFORE INCOME TAX
INCOME TAX EXPENSE (Notes 2 and 27)

NET INCOME (LOSS)

2010 2009

Amount Amount
$ 8,659,306 $ 10,022,981
2,798,458 5,152,270
5,860,848 4,870,711
1,783,447 1,227,292
119,070 (251,909)
(28,672) 28,799
(542,490) (412,761)
153,841 711,471
(20,972) 5,531
10,983 10,425
500,340 291,732
70,450 69,012
- (758,868)
(70,649 13,994
7,836,196 5,805,429
1,072,315 1,683,883
2,813,514 2,648,839
248,595 282,786
1,467,634 1,546,018
4,529,743 4,477,643
2,234,138 (356,097)
(743,588 (505,163
$ 1490550 $ (861,26

% Increase
(Decrease)

(14)
(46)

20

45
147
(200)
31
(78)
(479)
5
72
2
100
(605)
35
(36)
6
(12)
(5)
1
727
47

273

(Continued)



BANK SINOPAC

STATEMENTS OF INCOME
SIX MONTHS ENDED JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2010 2009
After After
Pretax Tax Pretax Tax
EARNINGS PER SHARE (Note 23)
Basic earnings per share $ 046 $ 031 $ (0.0 $ (0.19

Note: Based on Statement of Financial Accountiran&ards (SFAS) Interpretation No. (91) 243 and &4
No. (95) 081 issued by the Accounting ResearchDmalopment Foundation of the Republic of China,
the merger of Bank SinoPac and SinoPac Card Ser@oe, Ltd. was treated as a reorganization and
was recorded at the book value of both entitiesets and liabilities. In addition, based on
Interpretation No. (95) 141, the financial statetaesf Bank SinoPac as of and for the six month&dnd
June 30, 2009 were retroactively restated, assumhiegoook values of the assets and liabilities of
SinoPac Card Services Co., Ltd. were included. sTfar the six months ended June 30, 2009, the net
income of Bank SinoPac included the net incomeindac Card Services Co., Ltd. of $35,121.

The accompanying notes are an integral part ofitla@cial statements. (Concluded)



BANK SINOPAC

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
SIX MONTHS ENDED JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Except Divideds Per Share)

Other Adjustment

Issued and Outstanding Capital Surplus (Notes 2 and 23) Retained Earnings (Note 23) Unrealized
Capital Stock (Note 23) Share Capital Unappropriated Cumulative Gains (Losses) Net Loss Not Unrealized
Common Stock Issuance Surplus from Earnings Translation on Financial Recognized as  Revaluation Total
Shares in in Excess Business (Accumulated Adjustments Instruments Pension Cost  Increment on Stockholders'
Thousands Amount of Par Combination Others Total Legal Reserve Special Reserve Deficit) Total (Note 2) (Notes 2 and 23) (Note 2) Land Equity

BALANCE, JANUARY 1, 2010 4,821,847 $ 48,218,469 $ 795,561 $ 8,076,524 $ 1,733 $ 8,873,818 $ 2,746,023 $ 282,977 $ 2,050,036 $ 5,079,036 $ (66,530) $ (9,073) $ (766,159) $ 1,030,154 $ 62,359,715
Appropriation of 2009 earnings

Legal reserve - - - - - - 615,011 - (615,011) - - - - - -

Cash dividends - $0.16235 per share - - - - - - - - (782,833) (782,833) - - - - (782,833)

Bonus to stockholder - $0.13525 per share - - - - - - - - (652,192) (652,192) - - - - (652,192)
Net income for the six months ended June 30,

2010 - - - - - - - - 1,490,550 1,490,550 - - - - 1,490,550
Unrealized gains or losses on available-for-sale

financial assets - - - - - - - - - - - 208,340 - - 208,340
Unrealized gains or losses on cash flow hedge - - - - - - - - - - - (41,487) - - (41,487)
Change in cumulative translation adjustments - - - - - - - - - - 9,136 - - - 9,136
BALANCE, JUNE 30, 2010 4,821,847 $ 48,218,469 $ 795561 $ 8,076,524 $ 1,733 $ 8873818 $ 3,361,034 $ 282977 $ 1,490550 $ 5,134561 $ (57,393 $ 157,780 $ (766,459 $ 1,030,154 $ 62,591,229
BALANCE, JANUARY 1, 2009 4,481,847 $ 44,818,469 $ 115561 $ 8,076,524 $ 178 $ 8192263 $ 6435486 $ 282,977 $ (3,689,463) $ 3,029,000 $ 27,956 $ (19,860) $ (642,321) $ 1,030,154 $ 56,435,661
Retroactive adjustments arising from a merger

(Note) 339,815 3,398,150 - - 1,575 1,575 - - (399,657) (399,657) - - - - 3,000,068
Legal reserve to offset deficit - - - - - - (3,689,463) - 3,689,463 - - - - - -
Net loss for the six months ended June 30, 2009 - - - - - - - - (861,260) (861,260) - - - - (861,260)
Unrealized gains or losses on available-for-sale

financial assets - - - - - - - - - - - (222,067) - - (222,067)
Unrealized gains or losses on cash flow hedge - - - - - - - - - - - 14,604 - - 14,604
Change in cumulative translation adjustments - - - - - - - - - - 1,741 - - - 1,741
Effects of cash merger with SinoPac Card

Services Co., Ltd. (Note) (339,815 (3,398,150 - - (20 (20 - - 364,536 364,536 - - - - (3,033,634
BALANCE, JUNE 30, 2009 4481847 $ 44818469 $ 115561 $ 8,076,524 $ 1,733 $ 8193818 $ 2,746,023 $ 282977 $ (896,38) $ 2,132,619 $ 29697 $ (227323 $ (642,32) $ 1,030,154 $ 55,335,113

Note:
book values of both entities’ assets and liabgitie

The accompanying notes are an integral part ofitlaacial statements.

Based on Statement of Financial Accountiran@ards (SFAS) Interpretation No. (91) 243 and &4 No. (95) 081 issued by the Accounting ReseanchDevelopment Foundation of the Republic of Chine merger of Bank SinoPac and SinoPac Card&=@o., Ltd. was treated as a reorganization asdrecorded at the



BANK SINOPAC

STATEMENTS OF CASH FLOWS

SIX MONTHS ENDED JUNE 30, 2010 AND 2009

(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss)

Adjustments to reconcile net income (loss) to meshcprovided by

operating activities
Depreciation and amortization

Amortization of premium or discount of financiakass
Amortization of premium or discount of bank debeagu

Provision for credit and trading losses
Contingency losses

Impairment losses (reversal gains) on assets

Unrealized losses on (gains from) financial asdessgnated at fair

value through profit or loss

Realized losses on (gains from) available-for-iakncial assets

Losses on equity investments - equity method

Cash dividends received from investments undertygquethod
Losses on sale and retirement of properties aedaisiets
(Gains) losses on disposal of collaterals assunetd,

Accrued pension cost

Foreign exchange losses on bonds payable
Gains from convertible bond repurchased
Deferred income tax

(Increase) decrease in held-for-trading financigkts
Increase (decrease) in held-for-trading finandéddilities

Securitization of accounts receivable

Decrease in accounts, interest and other recewable
Decrease in accounts, interest and other payables

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

(Increase) decrease in due from the Central Badlo#rer banks
Decrease in securities purchased under agreenoergsd|
Proceeds from sale of financial assets designatiedr aalue through

profit or loss

Proceeds from sale of non-active market debt instnis

(Increase) decrease in discounts and loans
Acquisition of properties
Proceeds from sale of properties

Acquisition of available-for-sale financial assets

Proceeds from sale of available-for-sale finanassets

Acquisition of held-to-maturity investments

Proceeds from matured held-to-maturity investments

Acquisition of unquoted equity instruments
Increase in equity investments - equity method
Proceeds from sale of collaterals assumed

2010 2009
$ 1,490,550 $ (861,260)
263,023 295,463
41,191 (70,386)
725 (2,474)
1,069,353 1,687,804
- 758,868
20,972 (5,531)
12,329 (289,616)
28,672 (28,799)
542,490 412,761
824,607 -
2,783 5,952
(1,593) 1,146
(42,519) (15,636)
- 4,043
- (12,534)
(129,804) 10,935
(2,454,790) 13,093,605
2,033,078 (6,057,299)
- 789,940
5,344,107 3,210,987
(6,140,709 (1,907,353
2,904,465 11,020,616
(1,100,915) 4,492,948
- 2,598,782
318,775 850,424
7,569 329,134
(40,349,525) 30,978,686
(132,086) (124,036)
- 1,862
(164,049,690) (95,772,111)
158,299,166 77,445,991
(142,031,145)  (493,831,353)
124,380,831 471,860,010
(1,434,375) -
- (1,645,750)
53,015 65,731
(Continued)



BANK SINOPAC

STATEMENTS OF CASH FLOWS

SIX MONTHS ENDED JUNE 30, 2010 AND 2009

(In Thousands of New Taiwan Dollars)

(Increase) decrease in other financial assets

Decrease in other assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Increase (decrease) in call loans and due to banks

Increase (decrease) in securities sold under agmsrto repurchase

Increase (decrease) in deposits and remittances

Decrease in short-term borrowings
Decrease in commercial paper payable
Decrease in long-term borrowings

Bank debentures issued

Decrease in bonds payable

Repayment of bank debentures on maturity
Decrease in other financial liabilities
Increase in other liabilities

Net cash provided by (used in) financing activities

EFFECTS OF CHANGES IN EXCHANGE RATE

DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid
Income tax paid

NONCASH FINANCING ACTIVITIES

Dividends payable

The accompanying notes are an integral part ofitla@cial statements.

2010 2009
$ (489,710) $ 284,078
416,219 288,126
(66,111,87) (2,177,473
8,961,795 (3,731,052)
5,520,188 (3,174,423)
42,268,211 (406,061)
- (3,300,000)
- (3,545,035)
- (1,750,000)
- 10,000,000
- (1,803,700)
(1,400,000) (5,900,000)
(31,230) (99,269)
13,422 101,707
55,332,386 _ (13,607,83B
(13,537 (6,49)
(7,888,557) (4,771,186)
17,657,455 14,959,968

$ 9,768,898 $ 10,188,782

$ 3007837 $ 8,631,168

$ 46,145 $

128,575

$ 1,435,025 $ -

(Concluded)



BANK SINOPAC

NOTES TO FINANCIAL STATEMENTS
SIX MONTHS ENDED JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars, Unless Othenge Stated)

1. ORGANIZATION AND OPERATIONS

Organization
August 8, 1991
January 28, 1992

May 9, 2002

December 26, 2005

May 8, 2006

July 21, 2006

November 13, 2006

December 26, 2008

March 31, 2009

June 1, 2009

Operations

The Bank engages in commercial banking and trusivels as carries out foreign exchange operations

Bank SinoPac (the “Bank”) obtained government apgirto incorporate.
The Bank started operations.

The Bank swap shares with SinoPac Securities Catipaor and SinoPe
Securities Co., Ltd. (the "SPS”) to establishedo®imc Financial Holdin¢
Company Limited (the “SPH"), a finaradi holding company, resulting in t
Bank become an unlisted wholly owned subsidiarg@H.

SPH finished the merger with International BankTafipei Co., Ltd. (IBT)
through a 100% share swap.

The boards of dirgors of IBT resolved to transfer credit card buss&nc
related assets and liabilities to SinoPac Cardi€&s\Co., Ltd. The transacti
has been approved by the authorities on June 2B &0d the assets have b
transferred at the book value of $5,171,080 on Augu2006.

The boards of directors of the Bank resolved a erewgth IBT. The Ban
was the surviving entity and IBT was the compargsagg to exist.

The preliminary effective date of the shaswap and merger. The Be
acquired the assets and liabilities of IBT throagbkhare swap at ratio of 1.1
shares of the Bank to swap for 1 share of IBT.

The board of directors executed the rights andtfons of the stockholders’
meeting and resolved a cash merger with SinoPad Garvices Co., Lt
(“SinoPac Cardy, with March 30, 2009 as the preliminary effectoate of th
merger and the Bank will be the surviving entity.

The board of directors resolvéd change the effective date of the merger
SinoPac Card Services Co., Ltd. to June 1, 2009.

The Bank’'s cash merger with SinoPac Caodk effect, with this merg
amounting to $3,873,675. Under this merger, th@kBaas the surving
entity.

through its International Division and Offshore Reng Unit (OBU) as allowed under the Banking Law.

As of June 30, 2010 and 2009, the Bank had aab#648 and 4,616 employees, respectively.



As of June 30, 2010, the Bank’s operating unittushed Banking, Trust, and International Divisiontloé
Head Office, OBU, 128 domestic branches, 3 overbessches, 1 overseas sub-branches and 1 overseas
representative office.

The operations of the Bank's Trust Department ainsf planning, managing and operating of trust
business and affiliated business. These operati@ngoverned by the Banking Law and the Trust Law.

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Bank’s financial statements were prepared mfaranity with Criteria Governing the Preparation of
Financial Reports by Public Banks, Business Acdagritaw, Guidelines Governing Business Accounting
and accounting principles generally accepted inRkpublic of China (ROC). In determining the fair
value of certain financial instruments, allowance €redit losses, depreciation and amortizatiosetss
impairment, pension, income tax, contingency losg@svision for losses on guarantees, bonus to
employees and remuneration to directors and sugmsyi the Bank needs to make estimates based on
judgment and available information. The estimatese usually made under uncertain conditions; &ctua
results could differ from those estimates. Sirtoe dperating cycle in the banking industry canret b
reasonably identified, the accounts included inBhak’s financial statements were not classifiedwasent

or noncurrent. Nevertheless, accounts were prppatiegorized in accordance with the nature of each
account and sequenced by their liquidity. Pleaserito Note 33 for the maturity analysis of assetd
liabilities.  Significant accounting policies ofetlBank are summarized below:

Basis of Financial Statement Preparation

The accompanying financial statements include toewunts of the Head Office, OBU, all branches dned t
representative office. All interoffice transactsoand balances have been eliminated.

Fair Value Determination

Fair value are determined as follows: (a) listestlss and GreTai Securities Market (GTSM) stocks -
closing prices as of the balance sheet date; {flméary certificates (open-end funds) - net asséies as

of the balance sheet date; (c) bonds - period-efetance prices published by the GTSM or Bloomberg;
and (d) for the bank debentures issued overseashanithancial instruments without active markdsr
value is determined by the price provided by coynaey.

Financial Instruments at Fair Value Through Profit or Loss

Financial instruments at fair value through prefitloss consist of any financial asset and liabilfitat is
designated on initial recognition as one to be memkat fair value with fair value changes in grofiloss
and financial assets and liabilities which shoutddiassified as held for trading. Those instrumente
required to be recognized at fair value and to leasured at fair value through profit or loss ashef
balance sheet date. The Bank uses trade datergicmpwhen recording related transactions, except f
bonds, for which settlement date accounting is used

A derivative that does not meet the criteria fodde accounting is classified as a financial assed o
financial liability held for trading. |If the faivalue of the derivative is positive, the derivatiige
recognized as a financial asset; otherwise, theatere is recognized as a financial liability.



Any financial asset and any financial liability még designated as financial instruments at faiueval
through profit or loss to eliminate measurementnaal@s for items that provide a natural offset a€le
other. Applying the fair value option eliminatescaunting measurement mismatch for items that
naturally offset each other or eliminates the bordé separating embedded derivatives that are not
considered to be closely related to the host conprartaining to a hybrid instrument.  If the Batdes not
adopt hedge accounting and the hedged items adesignated as financial assets or liabilitiesatvalue
through profit or loss, accounting measurement ratshes on these items will occur as a result of
differences in measurement attributes. Thus, thiekRlesignated debt instruments and bank debentures
issued as financial assets and liabilities at firnassets or liabilities at fair value througlofitror loss.
Moreover, the Bank designated hybrid instrumentfirecial assets and liabilities at financial assw
liabilities at fair value through profit or lossdaise embedded derivatives are not separated fi@maist
contract in a hybrid instrument. Besides, theo$§dinancial assets, financial liabilities or thensbination

of both managed by the Bank’s risk management iggliand investment strategies will be designated as
financial instruments at fair value through prafitloss.

Repurchase and Reverse Repurchase Transactions

Securities purchased under agreements to resedirée repurchase) agreements and securities sdét un
agreements to repurchase are generally treatedllateralized financing transactions. Intereshedron
reverse repurchase agreements or interest incamerepurchase agreements is recognized as interest
income or interest expense over the life of eacheagent.

Sales of Accounts Receivable

SinoPac Card Services (“SinoPac Card”) transfetsedredit card receivables under the followindesra,
surrendered controls over the transferred assdtsegorded the transfer as sales of accounts addeiv

a. Transferred accounts receivable have been esbfabm SinoPac Card. Along with its creditors,
SinoPac Card can no longer control the future ecinbenefits on these receivables.

b. The transferee has the right to pledge or tearagfcounts receivable purchased.

c. The transferee has no right to return the teansfl accounts receivable purchased before theuritya
In addition, SinoPac Card is neither obligated antitled to repurchase or redeem these accounts
receivable. But if a repurchase transaction i®edjrupon, the repurchase price is the fair value of
accounts receivable at the time.

SinoPac Card Services derecognizes the creditreaeivables sold at carrying value from its balastoeet
on the transfer date. The difference between thegeds net of the estimated bad-debt provisionttaand
carrying value is recorded as income (loss) forcilmeent period.

Nonperforming Loans

Under guidelines issued by the Banking Bureau ofafctial Supervisory Commission (the Banking
Bureau), the balance of loans and other crediteneed by the Bank and the related accrued interest
thereon are classified as nonperforming when the ie overdue and shall be authorized by a resoluti
passed by the board of directors.

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

Allowance for Credit Losses and Provision for Losseon Guarantees
The Bank assesses the collectibility on the bakwdaliscounts and loans, accounts receivables;eisit

receivables, other receivables, and other finarasakts, as well as guarantees and acceptancéshas o
balance sheet date.
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Pursuant to “Regulations Governing the Proceduwe®8anking Institutions to Evaluate Assets and Deal
with Non-performing/Nonaccrual Loans” (the “Regigats”) issued by the Banking Bureau, the Bank
evaluates credit losses on the basis of the esténadllectibility. In accordance with the Reguais
stated above, the loan assets divided into differksses subject to assets that require speciationed,
assets that are substandard, assets that are Wpail assets for which there is loss. The minimu
allowance for credit losses and provision for Igsse guarantees for the aforementioned classesdsbeu
2%, 10%, 50% and 100% of outstanding credits, iifEdy.

Write-offs of loans falling under the Banking Buweguidelines, upon approval by the board of dine;to
are offset against the recorded allowance for tledses. Recovery of loans written off on therent
year is recorded as reverse of allowance whereas/gey of loans written off on the previous yeass i
recorded as other revenue.

Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgasured at fair value plus transaction costs tteatliaectly
attributed to the acquisition. Unrealized gaindosses on available-for-sale financial assetgeperted
in equity attributed to the Bank’s stockholders.n @sposal of an available-for-sale financial astwet
accumulated, unrealized gain or loss in equityitattable to the Bank’s stockholders is transfertiedet
profit and loss for the period. The Bank usesdrddte accounting when recording related transagtio
except for bonds, for which settlement date acdngrs used.

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

If an available-for-sale financial asset is detei to be impaired, the accumulative unrealized los
previously recognized in equity attributable to Benk shareholders is recognized as impairmentdods
reported in income statement. For equity investsdass reversal is adjusted to the equity attzsible to
the Bank stockholders. For debt investments,iegsrsal is credited to current income.

Held-to-maturity Investments

Held-to-maturity investments are carried at amedizost using the effective interest method; otisw
the straight line method can be used if there isignoificant difference. At initial recognitiorhe costs of
the financial assets are measured at fair valus pansaction costs that are directly attributablehe
acquisition. The net profit and loss of the haldwaturity investments for the period is reporteda
income statement when the financial assets areogneed, impaired or amortized. The Bank useatetra
date accounting when recording related transact®sxept for bonds, for which settlement date acting

is used.

If a held-to-maturity financial asset is determirtedbe impaired, the impairment loss is recogniaad
reported in income statement. Loss reversal diter@ to current income and should not be more than
carrying amount had the impairment not been reeghi

Equity Investments - Equity Method

Equity investments are accounted for by the equiéghod if the Bank has significant influence oves t
investees. Under this method, investments aredstit cost plus (or minus) a proportionate shansein
earnings (losses) or changes in net worth of tivesiees. Until December 31, 2005, any difference
between the acquisition cost and the equity initkiestee is amortized over 15 years. Such goodsvill
not amortized since January 1, 2006.
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In accordance with Statement of Financial Accounfitandards Interpretation No. (91) 33 dated M&ch
2002 issued by the Accounting Research and DevelnpfFoundation of the Republic of China (ARDF of
ROC), the SPH commence reorganization and the Bankferred the investment at book value.

Other Financial Assets

Non-active market debt instruments are those wlachot have quoted market prices in an active nharke
and whose fair value cannot be reliably measur@&tbn-active market debt instruments are carried at
amortized cost. The accounting treatment for siedtt instruments is similar to that for held-to unéy
investments except for the absence of restrictiahetiming of their disposal.

Investments in equity instruments without quotedketprices in an active market and whose fair @alu
cannot be reliably measured are measured at thiginal cost.  If there is objective evidence ttiad asset
Is impaired, an impairment loss is recognized anelvarsal of the impairment loss is prohibited.

Properties and Nonoperating Assets

Properties and nonoperating assets are stated sat ptos revaluation increment less accumulated
depreciation and accumulated impairment losses. jorMi@newals, additions and improvements are
capitalized, while cost of repairs and maintenaareeexpensed as incurred.

Upon sale or disposal of properties and nonopeyatgsets, their cost, revaluation increment aratae!
accumulated depreciation and accumulated impairnesges are removed from the accounts. Any
resulting gain or loss is credited or charged twent income.

Depreciation is calculated on the straight-lineidbaser estimated useful lives as follows: buitgin5 to

60 years; computer and machinery equipment, 3 toydérs; transportation equipment, 5 years.
Depreciation of revaluated property is computedhanstraight-line basis over their remaining uséfids
determined at the time of revaluation. For assgllisin use beyond their original estimated usdfugs,
further depreciation is calculated on the basiargf remaining salvage value and the estimatediadalit
useful lives.

Intangible Assets

The cost of computer software is amortized on treeght-line basis over 5 years. Goodwill resulfiexhn

the Bank’s cash merger with SinoPac Card ServicBased on a newly released SFAS No. 37, goodwill is
no longer amortized and instead is tested for impamt annually.

Collaterals Assumed

Collaterals assumed are recorded at cost (inclidether assets) and revalued at the lower of cosiet
fair value as of the balance sheet date, and thtirgg loss is charged to current loss.
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Asset Impairment

SFAS No. 35 requires the impairment review on lterga investments accounted for by the equity method
and properties to be made on each balance sheet datassets or the relevant cash-generating units
(CGUs) are deemed impaired, then the Bank mustlezadc their recoverable amounts. An impairment
loss should be recognized whenever the recoveeabhtrint of the assets or the CGU is below the aagryi
amount, and this impairment loss either is chargedccumulated impairment or reduces the carrying
amount of the assets or CGUs directly. After theognition of an impairment loss, the depreciation
(amortization) should be adjusted in future peribgsthe revised asset/CGUs carrying amount (net of
accumulated impairment), less its salvage valuea sgstematic basis over its remaining service lifié
asset impairment loss (excluding goodwill) is reseel, the increase in the carrying amount resuftiom
reversal is credited to current income. Howevesslreversal should not be more than the carrying
amount (net of depreciation) had the impairmentbe@n recognized. An impairment loss on a revalued
asset is recognized directly against capital ssrfilam revaluation for the asset to the same asget.
reversal of an impairment loss on a revalued d@ssatedited directly to capital surplus from re\ation
under the heading capital surplus from revaluatiddowever, to the extent that an impairment losshen
same revalued asset was previously recognizedoéis @r loss, a reversal of that impairment losslso
recognized as profit or loss.

Goodwill is tested for impairment annually or mérequently if events or changes in circumstancécate
goodwill impairment. Impairment is recorded if theok value exceeds value in use. The increadein
recoverable amount of goodwill in the period follog/the recognition of an impairment loss is likebybe
an increase in internally generated goodwill rathan the reversal of the impairment loss recoghipe
the acquired goodwill. Thus, a reversal of an impant loss on goodwill is prohibited.

Bonds Payable

The convertible bonds issued before December 315 2@&re recognized as liabilities by its issueddri
Under the book value method applied for the coneerrsf convertible bonds, the carrying amount, riese
premium and the related issuance costs were caav@rto capital stocks in the amount of face value,
while the remaining amount was recorded into capiigplus on the conversion date.

Upon repurchase of the convertible bonds, the &weunt plus the premium and bond issuance expense
accrued to the date of repurchase are removedtfieraccounts, and any resulting gain or loss iditee
or charged to current income.

Recognition of Interest Revenue and Service Fees

Interest revenue on loans is recorded by the aconethod. No interest revenue is recognized in the
accompanying financial statements on loans and atteglits extended by the Bank that are class#ied
nonperforming loans. The interest revenue on thesses/credits is recognized upon collection.

Under the Ministry of Finance (MOF) regulationse fhterest revenue on credits in which agreemenmts h
been reached to extend their maturities is recegigoon collection.

Service fees are recorded as revenue upon reagegtbstantial completion of activities involved time
earnings process.

Interest income on revolving credit card receivalded cash advance is recognized on an accrual. basi
Service fee income is recognized when servicendard. Annual fee income is the member fee redeiv
from card members and is recognized when card menfhieto meet the criteria for annual fee exenmpti
provision for allowance is estimated using pastegmnce and is recognized as a deduction from aheea
income within the year the annual fee income isgaized.
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Pension

Pension expense under defined benefit pensioniplaetermined on the basis of actuarial calculation
Pension under defined contribution pension plarexpensed during the period when the employees
rendered their services.

Curtailment or settlement gains or losses of thiénee benefit plan are recognized as part of the ne
periodic pension cost for the period.

Income Tax

Inter-period income tax allocation is applied, imigh tax effects of deductible temporary difference
unused loss carry forward and unused investmentridits are recognized as deferred income taxsasse
and those of taxable temporary differences aregrézed as deferred income tax liabilities. Valoati
allowances are provided to the extent, if any, thast more likely than not that deferred income &ssets
will not be realized.

Tax credits for personnel training expenditures anduisition of equity investments are recognized a
reduction of current income tax.

The adjustment of prior year’s income tax was ideldiin the current income tax.

Income tax (10%) on inappropriate earnings is @edras income tax in the year when the stockholders
resolve the appropriation of the earnings.

SPH adopted the linked-tax system for income fingl with its qualified subsidiaries, includingetBank.
The different amounts between tax expense andrdefeéax liabilities and assets based on consotidati
and SPH with its qualified subsidiaries are adpisia SPH; related amounts are recognized as ascount
receivable or accounts payable.

Contingencies

A loss is recognized when it is probable that asgetabas been impaired or a liability has been necbiand
the amount of loss can be reasonably estimatedhe lamount of the loss cannot be reasonably etgtitma
or the loss is possible, the related informatiogisslosed in the financial statements.

Foreign-currency Translations

The translations of the foreign operation instiwitBnancial statement are as follows: The asgegts
liabilities accounts are translated at the spot & of the balance sheet date; the stockholdqustye
accounts except the beginning balance of retairsediregs are translated at the historical rate. The
beginning balance of the retained earnings is kated equally as the ending balance of the aforéomesd
year. Dividends are translated at the spot ratef #se declaration date; the revenue on expenseuats

is translated at the weighted average rate. Exghafifferences arising from the translation of the
financial statements of foreign operations are gaczed as a separate component of shareholdergyequ
Such exchange differences are recognized in profibss in the year in which the foreign operatians
disposed of.

Non-derivative foreign currencies are translateéd Mew Taiwan dollars using the rate of the tradiate.
Exchange differences arising on the settlementapisactions at rates different from those at the dbthe
transaction, are recognized in the income statemddirealized exchange differences on non-monetary
financial assets (e.g. investments in equity imsants) are a component of the change in theiresfair
value. For non-monetary financial investments, cvhare classified as available-for-sale, unrealized
exchange differences are recorded directly in gquiEor non-monetary financial assets classifietield

for trading, unrealized exchange differences acegrized in the income statement. For non-monetary
financial assets classified as unquoted equitystments are measured at the rate of trading date.
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For equity-method investees with foreign-currenmaricial statements, monetary assets and liakilitie
denominated in foreign currencies are translatédguthe closing exchange rates on balance sheet dat
Foreign-currency income and expenses are translsed) the average exchange rate for the period.
Translation differences net of income tax are réedras “cumulative translation adjustments” under
stockholders’ equity.

Hedge Accounting

In order to qualify as a hedge, a derivative mdfgcévely reduce any risk inherent in the hedgexi
from potential movements in interest rates, exchaates and market values. Changes in the faievad
cash flow of the derivative must be highly correthivith changes in the fair value or cash flow raf t
underlying hedged item over the life of the hedgedtract. At the inception of the hedge, theretrives
formal designation and documentation of the hedgahgtionship, the Bank’s risk management objective
and strategy for undertaking the hedge, the hedgstgument, the hedged items, overall risk managegm
objectives and strategies and how the entity \gleas the hedging instrument’s effectiveness.

A fair value hedge that meets the entire hedgeuwattocw criteria is accounted for as follows:
a. The gain or loss from re-measuring the hedgisgrument at fair value (for a derivative hedging
instrument) or the foreign currency component sfaarrying amount (for a non-derivative hedging

instrument) is recognized immediately in profit@ss, and

b. The carrying amount of the hedged item is adpighrough profit or loss for the correspondinghgai
loss attributable to the hedged risk.

A cash flow hedge that meets the entire hedge atomucriteria is accounted for as follows:

a. The portion of the gain or loss on the hedgiragrument that is determined to be an effectivegbad
recognized in stockholders’ equity. The amounbgaized in stockholders’ equity is recognized in
profit or loss in the same year or years duringcitthe hedged forecast transaction or an asset or
liability arising from the hedged forecast trangataffects profit or loss.

b. If all or a portion of a loss recognized in $toclders’ equity is not expected to be recovereth
future, the amount that is not expected to be rex@l/is reclassified into profit or loss.

Reclassifications

Certain accounts as of and for the six months eddad 30, 2009 have been reclassified to conforthheo
financial statement presentation as of and fosthenonths ended June 30, 2010.

. CASH AND CASH EQUIVALENTS

June 30
2010 2009
Cash on hand $ 6,012,653 $ 5,496,389
Due from other banks 2,361,571 3,451,016
Notes and checks in clearing 1,394,674 1,241,377

9,768,89 $ 10,188,78
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4. DUE FROM THE CENTRAL BANK AND OTHER BANKS

June 30
2010 2009
Call loans to banks $ 35,217,149 $ 57,453,430
Due from Central Banks - checking accounts 17,584,986 9,776,710
Deposit reserve - demand accounts 20,862,721 18,744,382
Deposit reserve - foreign currencies 100,062 101,736

$ 73,764,91 $ 86,076,25

Under a directive issued by the Central Bank of R®C, NTD-denominated deposit reserves are
determined monthly at prescribed rates on averad@gnbes of customers’ NTD-denominated deposits.
Deposit reserve - demand account can not be withdr@omentarily, except for adjusting the deposit
reserve account monthly. In addition, the foredgimrency deposit reserves are determined at pbestri
rates on balances of additional foreign-currengyodés. The foreign-currency deposit reserves bwy
withdrawn momentarily and are no interest earning.

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

Related information regarding financial instrumeatsfair value through profit or loss please reti@r
Table 5-1.

June 30
2010 2009
Held for trading financial assets $ 17,844,898 $ 17,535,603
Financial assets designated at fair value througfit pr losses 1,098,954 1,791,024
$ 18,943,85 $ 19,326,62
Held for trading financial liabilities 10,669,36 10,861,19

The Bank engages in derivative transactions mdorlaccommodating customers’ needs and managing its
exposure positions. The contract amounts (notianabunts) of the outstanding derivative transastion
please refer to Table 5-2. The Bank's strategyoisiedge most of the market risk exposures using
hedging instruments with market value changeshhaé a highly negative correlation with the changes
the market of the exposures being hedged.
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Gains or losses of financial instruments at falugahrough profit or loss for the six months endede 30,
2010 and 2009 were as follows:

Six Months Ended June 30

2010 2009
Held for trading financial assets and liabilities
Realized gains (losses) $ 101,432 $ (830,015)
Valuation gains 29,260 327,197

130,692 (502,813
Financial assets and liabilities designated ataue through profit

or loss
Realized gains (losses) 707 (38,707)
Valuation (losses) gains (12,329 289,616

(11,622 250,909
$ 119,07( $ (251,909

. SOLD UNDER AGREEMENTS TO REPURCHASE

As of June 30, 2010 and 2009, securities were gotter agreements to repurchase at $7,118,861 and
$1,251,781 between July and September 2010 anagéetduly and September 2009, respectively.

The details of financial assets sold under agre&errepurchase were summarized as follows:

June 30
Financial Assets 2010 2009
Available-for-sale $ 7,118,233 $ 1,251,677
. ACCOUNTS, INTEREST AND OTHER RECEIVABLES, NET
June 30
2010 2009
Accounts receivable - factoring $ 25,413,931 $ 25,418,769
Credit card receivable 16,451,287 10,891,471
Acceptances 2,333,740 1,244,006
Accounts receivable and notes receivable 1,281,327 512,636
Interest receivable and revenue receivable 1,232,488 1,249,115
Receivables from related parties (Note 28) 1,208,965 1,369,721
Proceeds receivable from the sale of accountsvaulei (Note 8) - 1,281,307
Others 169,081 541,026
48,090,819 42,508,051
Less: Allowance for credit losses 405,123 1,145,053

$ 47,685,69 $ 41,362,99

For the details of and changes in allowance foditr®sses of accounts receivables, please refer to
Table 6-1.

The credit card receivables as of June 30, 2010 2809 referred to SinoPac Card Services' credit

cardholders who completed consultation with the Ban debt repayment, with credit card receivables
amounted to $2,285,040 and $2,465,115, respectively
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8. SALES OF ACCOUNTS RECEIVABLE

In April 2003, SinoPac Card Services (“SinoPac Qagdtered into a receivables purchase agreemeht wi
ABN AMRO Bank, Taipei Branch (ABN AMRO) under whicdinoPac Card would transfer credit card
receivables on a continuous basis within three syeatn February, 2006, SinoPac Card signed an
agreement with ABN AMRO Bank for the extension lo¢ ffinal transfer date to December 9, 2008. In
December 2008, SinoPac Card and ABN AMRO both alyjtegostpone again the final transfer date to
June 20, 2009 and then signed a fourth amendmehettransfer contract in February 2009. On Jyne 1
2009, Bank SinoPac merged with SinoPac Card. Whih merger, the Bank assumed the role of
transferring to ABN AMRO receivables totaling $100000 in six monthly installments from July to
December in 2009.

SinoPac Card committed to have all sold credit caogivables conform to agreed terms (eligible £rm
and to have these receivables meet certain regaimsnisuch as restrictions on the ratios for allmeafor

bad debts and overdue loans). In the second habB@8, SinoPac Card provided an additional depisit
$82,000 since changes in the discount rate in leding the sales of account receivables reachegttaio
agreed level. As of June 30, 2009, SinoPac Cadddeposited $268,210, recorded as guarantee deposit
and as liquidity reserve for the monthly sale @fditr card receivables.

As of June 30, 2009, the proceeds receivable orateeof credit card receivables amounted to $13291
The loss on the sale of credit card receivablessistad of (a) the difference between the amount of
proceeds calculated using the discount method hedcarrying value and (b) the amortization of the
arrangement fees for sales of accounts receivalblieh amounted to $41,253 and $945, respectively, f
the six months ended June 30, 2009, recorded as méh revenues.

SinoPac Card also entered into a service agreemgntABN AMRO for account management and
collection services. Thus, SinoPac Card colleaisyents on the sold credit card receivables onlbeha
ABN AMRO and then transfers the collections to ABMRO. SinoPac Card charges monthly a service
fee for account management and collection servic€ace the service revenue and the service cast we
expected to be equal, neither related service sageetliabilities were recognized by SinoPac Cardor

the six months ended June 30, 2009, the servicaneeinted to $571, recorded as other net revenues.

The cash flows on the revolving sales of accougdeivable for the six months ended June 30, 2088 w
as follows:

Six Months
Ended
June 30, 2009
Accumulated revolving accounts receivable soldrryrag value $ 16,591,542
Add: Proceeds receivable from the sale of accaeetsivable at beginning of period 1,280,859
Deduct: Proceeds receivable from the sale of adsoeneivable at end of period (1,281,307)
Loss on the sale of account receivable (42,198
Proceeds from the sale of accounts receivable 16,548,89
Servicing fees $ = 57
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9. DISCOUNTS AND LOANS, NET

June 30
2010 2009

Negotiations $ 1,959,429 $ 1,122,203
Overdrafts 9,056 13,995
Secured overdrafts 763,703 780,044
Accounts receivable - financing 2,972,004 2,180,318
Short-term loans 94,455,726 88,063,880
Short-term secured loans 56,591,058 42,944,312
Medium-term loans 91,033,374 69,470,472
Medium-term secured loans 72,770,064 50,599,617
Long-term loans 10,520,335 13,853,004
Long-term secured loans 361,953,574 327,489,975
Nonperforming loans transferred from loans 3,728,403 6,616,010

696,756,726 603,133,830
Allowance for credit losses (4,543,659) (5,323,219)
Hedged item valuation adjustments 12,117 16,114

$ 692,225,18 $ 597,826,72
As of June 30, 2010 and 2009, the balances of wouacnterest loans were $7,350,322 and $11,185,28
respectively. The unrecognized interest revenumeaamaccrual interest loans amounted to $49,599 and
$136,830 for the six months ended June 30, 2012@6€, respectively.

For the six months ended June 30, 2010 and 2089B#mk had not written off credits for which legal
proceedings had not been initiated.

The details of and changes in allowance for credtes of discounts and loans for the six montliedn
June 30, 2010 and 2009, please refer to Table 6-1.

10. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Related information regarding available-for-sat@ficial assets please refer to Table 5-3.

11. HELD-TO-MATURITY INVESTMENTS
Related information regarding held-to-maturity ficél assets please refer to Table 5-4.
12. EQUITY INVESTMENTS - EQUITY METHOD AND INCOME ( LOSS) FROM EQUITY

INVESTMENTS
Income (Loss) from Equity

Balance of Equity Investments Investments
June 30 Six Months Ended June 30
2010 2009 2010 2009
SinoPac Bancorp $ 5,725,718 $ 7,453,123 $ (847,604) $ (711,752)
SinoPac Capital Limited (H.K.) 1,261,885 1,273,975 11,939 43,245
SinoPac Life Insurance Agent Co., Ltd. 333,190 676,238 277,592 185,411
SinoPac Property Insurance Agent Co., Ltd. 21,727 51,665 15,583 17,447
SinoPac Leasing Corporation - 1,436,203 - 52,888

$ 7,342,52 $10,891,20 $ (54249) $ (412.76)
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13.

14.

For the six months ended June 30, 2010 and 20@9ma from equity investments under the equity
method were recognized on the basis of investeghtea financial statements for the same period.

In order to strengthen the capital structure angrave competitive advantage, the board of directors
resolved to increase cash investment of US$50/f@stind to SinPac Bancorp as of June 25, 2009.

To improve the Group’s execution and subsidiaryanagement efficiency, the parent company of SPH
acquired the capital stock of SinoPac Leasing Gaitimn from the Bank and SinoPac Venture Capital Co
Ltd. at book value on December 1, 2009. Thus, FieolLeasing Corporation will be directly controlled
by SPH. The acquisition makes the Group to plahraanage as a whole more easily and activate asset.

OTHER FINANCIAL ASSETS, NET

Investments in equity instruments without quoteidgy in an active market and whose fair values @ann
be reliably measured are measured at their coszestments in debt instruments without quoted prine
an active market and with fixed or determinablerpants are carried at amortized cost using the teféec
interest method.

Related information regarding other financial asgdtase refer to Table 5-5.

In order to strengthen the capital structure angrave competitive advantage, the board of directors
resolved to acquire the preferred stocks of SindBPawcorp on January 8, 2010, with US$25 per share,
US$45,000 thousand in total. The board of directrther decided to increase cash investment of
preferred stocks of SinoPac Bancorp on April 231®0with US$125 per share, limited to US$200,000
thousand in total. However, the board of directarther decided to modify to increase cash investm

of preferred stocks of SinoPac Bancorp on June2@4Q, with US$25 per share, limited to US$200,000
thousand in total.

PROPERTIES
June 30
2010 2009
Cost and revaluation increment $ 14,259,223 $ 14,380,954
Accumulated depreciation
Buildings 1,925,090 1,789,707
Computer and machinery equipment 3,766,436 3,711,045
Transportation equipment 918 5,821
5,692,444 5,506,573
Advances on acquisitions of equipment and constnudéh progress 287,717 118,310
Net properties 8,854,49 8,992,69

Under government regulations, the Bank revaluedgbiitgerties, in the following years: Land in 1961,
1964, 1967, 1974, and 2001; and properties otfaer ldmd in 1961.

Under the Financial Institutions Merger Act ancemtretation (94) 349 issued by the ARDF of ROC, the

Bank did not book the land value increment tax mesemounting to $555,910 since the land was not
revalued when both banks merged on November 13%.200
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15.

16.

INTANGIBLE ASSETS
June 30
2010 2009
Goodwill - credit card department $ 876,717 $ 876,717
Computer software 108,775 145,397

985,49: $ 1,022114

Goodwill resulted from the Bank’s cash merger vdthoPac Card Services, and this merger was treated
a reorganization of SinoPac Financial Holdings CanypLimited, the Bank’s parent. On January 1, 2006
the Bank Statement of Financial Accounting Stansiéfd. 35 - “Impairment of Assets,” which requirbe t
impairment review on goodwill to be made on eaclafze sheet date. If goodwill is deemed impaired,
the Bank must calculate its recoverable amounts.

In assessing goodwill for impairment, the Bank ddes the credit card department as a cash gemgrati
unit and estimates the recoverable amount by iigeven use. The Bank uses the department’s actual
profitability and estimated salvage value as a &syumption to predict future cash flows in order to
calculate its value in use. Under the going-camcassumption, the Bank predicts the net cash flows
provided by its operating activities in the nexb5L0 years and uses its parent company’s weightechge
funding cost as the discount rate to calculatevéiige in use.

After assessing the value in use of the departinased on the foregoing key assumptions, the Bamkdfo
no objective evidence that goodwill had been imgghas of June 30, 2010.

OTHER ASSETS
June 30
2010 2009

Deferred income tax assets (Note 27) $ 2,583,071 $ 3,055,004
Rental properties, net 1,234,392 1,332,793
Collaterals assumed, net of accumulated impair$éat819 and

$35,874, respectively 545,741 667,060
Idle assets, net 419,085 551,954
Deferred pension cost 303,360 355,875
Prepayment 172,687 239,433
Temporary payment 46,628 61,602
Land value increment tax 34,792 478,205
Others 13,392 20,683

$ 5,353,144 $ 6,762,600

The board of directors of the Bank resolved to thalland, recorded as idle assets amounting tt, 367,

to SPL at the price of $3,241,943 in December, 200the gain from disposal of the land was $2,698,23
The related-party transaction was resolved by dedof directors on December 9, 2009. The regaddte
transfer was complete on December 25, 2009. Thellected amount of the transaction was received on
January 28, 2010.
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17. CALL LOANS AND DUE TO BANKS

June 30
2010 2009
Call loans $ 30,954,049 $ 14,311,150
Redeposit from the directorate general of postaittance 20,317,965 21,064,745
Due to the Central Bank 22,379 35,506
Due to banks 37,162 12,745

$ 51,331,55 $ 35,424,14

18. ACCOUNTS, INTEREST AND OTHER PAYABLES

June 30
2010 2009

Accounts payable - factoring $ 10,761,744 $ 19,080,365
Acceptance payable 2,333,740 1,244,006
Dividends payable 1,435,025 -

Notes and checks in clearing 1,394,674 1,241,377
Interest payable 1,122,039 1,971,982
Accrued expenses 961,245 775,039
Accounts payable 392,940 566,187
Tax payable 139,768 117,573
Receipts under custody payable 108,860 53,963
Others 604,278 583,474

$ 19,254.31 $ 25,633,96

19. DEPOSITS AND REMITTANCES

June 30
2010 2009
Checking $ 12,738,530 $ 11,214,754
Demand 147,672,206 133,773,277
Savings - demand 211,288,716 183,885,473
Time 274,379,798 266,024,893
Negotiable certificates of deposit 40,869,700 6,444,800
Savings - time 181,308,623 191,588,540
Inward remittances 246,431 382,430
Outward remittances 116,463 98,979

$ 868,620,46 $ 793,413,14

20. BANK DEBENTURES AND BONDS PAYABLE
Bank Debentures

To raise capital for its financial operation andiriarease its capital adequacy ratio, the Bankiobth
approval to issue subordinate bank debentures.atdeinformation is shown in Table 5-6.
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Bonds Payable

The Bank (formerly IBT) issued US$180,000 thousamdzero coupon convertible bonds with par of
US$1,000 on December 22, 2004. The terms of thddare as follows:

a. Redemption method

The Bank will redeem the bonds on the maturity ddte price equal to 99.95% of the outstanding
principal amount unless the bonds have been prslyioedeemed, repurchased and canceled, or
converted.

1) Redemption at the Bank’s option

2)

a)

b)

c)

During the periods from December 22, 2006 todbdmer 22, 2009, the Bank may redeem all or
parts of the bonds if the average closing price 428% of the conversion price of the shares at
least 20 consecutive trading days.

The Bank may redeem all of the bonds at any tfraéleast 90% of the principal of the bonds
has already been redeemed, repurchased and cararetedverted.

The Bank may redeem all of the bonds at any iinay changes in ROC taxation would
require the Bank to gross up the payment of intenepremium.

Redemption at the holders’ option

a)

b)

c)

d)

Each bondholder has the right to require thekBarredeem all or parts of the bonds only on
December 22, 2006 at 99.98% of the principal urtleedonds had been previously redeemed,
repurchased and canceled, or converted.

Each holder has the right to require the Banhkuyp all of the holder's bonds at 100% of the
principal if the shares cease to be listed or aeddifor trading on the TSE for at least five
consecutive trading days.

Each holder has the right to require the Bartkuypall or parts of the holder’s bonds at 100% of
the principal if there is a change of control otrex Bank.

On December 26, 2005, the Bank became a wholhed subsidiary of SPH. This
development constitutes a change of control, orchvttie bond indenture has certain provisions.
Thus, under the indenture, each holder has the tidglequire IBT to repurchase all or parts of
his/her bond holdings. In addition, IBT set DecemP2, 2006 as the change of control date
and the change of put price at 100% of the unpaitipal of the bonds.

b. Maturity date

The maturity period is five years after bond issgan Since the bonds were issued on December 22,
2004, the maturity date is on December 22, 2009.

Pledged: None.
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d. Conversion period and object

The bondholders can convert the bonds to IBT skstmtween January 21, 2005 and December 12,
2009. They, however, will not be able to effechwersions during the closed period. A closed
period is (i) 60 days before any general stockhsldeneetings; (i) 30 days before any special
stockholders’ meetings; (iii) 5 days before theldextion of dividends or other benefits; (iv) theripd
from the date following the third trading day befdhe date of IBT's natification to the Taiwan Stoc
Exchange of the record date for the determinatiostackholders entitled to the receipt of dividends
subscription for new shares due to capital increasappropriation of other benefits and bonus; @hd
such other periods during which IBT should suspedrading of its stocks, as required by ROC laws
and regulations.

e. Conversion price

1) The conversion price on issuance is NT$26.26share. The conversion price in U.S. dollars is
based on the exchange rate of US$1=NT$32.49. ®hegecsion price is subject to adjustment
based on certain terms of the related indenturdfecttrze July 8, 2005, the conversion price for
distributing cash dividends was adjusted from NT3@86o NT$25.22.

2) If the average closing price of the shares for a0 consecutive trading days immediately before
December 22, 2005, December 22, 2006, Decemb&0®¥, and December 22, 2008 (the “special
reset dates™), converted into U.S. dollars atghevailing rate on the special reset dates, isthens
the conversion price then in effect converted ibt&. dollars at the fixed exchange rate, the
conversion price may be decreased up to 80% oinatigonversion price. Effective December
22, 2005, the conversion price was reset from NT&2%0 NT$22.99. Effective June 30, 2006,
the conversion price was reset from NT$22.99 to 2PT35. Effective November 13, 2006, the
conversion price was reset at NT$18.94. When atingeto SPH’s shares, the conversion price
was $16.31 which was reset at a share swap r&@#8. Effective June 28, 2007, the conversion
price was reset from NT$18.94 to NT$18.58 becadighendistribution of cash dividend. When
converting to SPH’s shares, the conversion price Wa$16.00 which was reset at a share swap
ratio 1.1614, which according to second augmentraohof November 13, 2006.

f. Settlement option

Instead of delivering to the holders some or alltted shares required for the valid exercise of a
conversion right, IBT may elect to make cash payrfemnall or parts of a holder’'s bonds deposited fo
conversion.

g. Supplemental agreements

On December 26, 2005, IBT became a wholly-ownedigidry of SPH and IBT's common shares
were ceased to be traded on the Taiwan Stock Egeharin the interest of the bondholders, IBT
granted to the bondholders outside the United Stidte additional rights, after converting the bonds
into common shares of IBT, and further exchangBi§'s common shares for SPH’s shares at a certain
ratio. If the bondholders do not choose to conwvea the SPH’s common shares, their bonds still ca
be converted into IBT's common shares.

In 2005, formerly IBT repurchased 2,000 units acdunt price 99 and 99.375. And the bondholders
sold the aforementioned 2,000 units at exercisge@00 in 2006, hence, as of December 31, 2007, the
outstanding bonds’ value was US$176,000 thousamtie Bank repurchased bonds amounting to

US$25,350 thousand in 2008 and US$9,320 thousanthéothree months ended March 31, 2009,

respectively. The bonds were redeemed amountingS$141,330 thousand as of December 22,

20009.
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21.

22.

OTHER FINANCIAL LIABILITIES

Accrued contingency losses (Note 30)
Appropriated loan fund from the government
Guarantee deposits received

Hedging derivative financial liabilities

OTHER LIABILITIES

Accrued pension cost

Temporary receipt

Reserve for land value increment tax
Advance receipt

Deferred income tax liabilities (Note 27)
Others

23. STOCKHOLDERS' EQUITY

a. Capital stocks

June 30
2010 2009
$ 2,187,937 $ 758,868
467,208 479,132
251,667 264,453

35,438 35,681

$ 2,942,25 $ 1,538,13

June 30
2010 2009
$ 1,443,051 $ 1,393,744
464,953 527,885
430,599 458,362
267,052 279,359
240,104 745,514

196,508 174,836

$ 3,042,26 $ 3,579,701

To handle the Group’s capital more efficiently, remse the Bank’s Tier-1 capital and make a
reservation for broadening the business scalebdled of directors resolved to raise capital irvae
placement amounting to $4.08 billion on December2BD9, with 340,000 thousand shares, par value

at $10, and issue price at $12.

To handle the Group’s capital more efficiently, tha@ard of directors of the Bank resolved to raise
capital in private placement on April 23, 2010, ited to $3.1 billion, with 248,000 thousand shares,
par value at $10, and issue price at $12.5.

b. Capital surplus

Under related regulations, capital surplus may dmyused to offset a deficit. However, capital

surplus from shares issued in excess of par vatgifling additional paid-in capital from issuarafe
common stock, issuance of shares for combinatindgr@asury stock transactions) and donations may
be transferred to common stock on the basis opéneentage of shares held by the stockholders. Any
capital surplus transferred to common stock shaeldvithin a certain percentage prescribed by law.
Also, the capital surplus from long-term equity estments under equity method may not be used for
any purpose.
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c. Appropriation of earnings and dividend policy

The Bank’s Articles of Incorporation provide th&tetBank may declare dividends or make other
distributions from earnings after it has:

1) Deducted any deficit of prior years;

2) Paid all outstanding taxes;

3) Set aside 30% of remaining earnings as legafves

4) Set aside any special reserve or retained egriltocated at its option;
5) Allocated Stockholders’ dividends

6) Allocated at least 1% of the remaining earningsich allocated stockholders’ dividends as
employee bonus.

The Bank’s Articles of Incorporation were revisadlaly 25, 2008 stockholders’ meeting, provide that
annual net income should be appropriated after di#duany accumulated losses and taxes, provide
30% of legal reserve and set aside any speciatvese retained earnings, and allocated 2.5% of the
remaining earnings which allocated stockholdersliddinds as employee bonus. The board of
directors will then propose to the stockholdersetirgg for appropriation of the remainder and regein
earnings from previous year.

To comply with the Bank’s globalization strategytresgthen its market position, integrate its

diversified business operation and be a major Ibaak, the Bank has adopted the “Balanced Dividend
Policy”. Under this policy, dividends availablerfdistribution are determined by referring to its

capital adequacy ratio (CAR). Cash dividends mayléclared if the Bank’s CAR is above 10% and
stock dividends may be declared if the CAR is edaabr less than 10%. However, the Bank may
make discretionary cash distribution even if theRCi& below 10%, if approved at the stockholders’

meeting, for the purpose of maintaining the casiddinds at a certain level in any given year.

Cash dividends and cash bonus are paid when agptyyvéhe stockholders, while the distribution of
stock dividends requires the additional approvahefauthorities.

The Bank did not accrue the bonus to employeedtademuneration to directors, because the Bank
did not meet the requirement under the Bank’s Aesiof Incorporation for the six months ended June
30, 2010 and 2009. The bonus to employees andeimeneration to directors and supervisors
recognized was estimated on the basis of the Bafkisles of Incorporation and past experience.
Material differences between such estimated amoants the amounts proposed by the Board of
Directors in the following year are retroactivelyjasted for in the current year. If the actual amnts
subsequently resolved by the stockholders diffemfrthe proposed amounts, the differences are
recorded in the year of stockholders’ resolutioa akange in accounting estimate.

Based on a directive issued by the Securities andr&s Bureau, an amount equal to the balance of
unrealized losses on financial instruments undmrkéiblders’ equity accounts shall be transferredfr
unappropriated earnings to a special reserve. spegial reserve appropriated may be reversed to the
extent of the decrease in the balance.
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Under the Company Law, the appropriation for legederve is made until the reserve equals the
aggregate par value of the outstanding capitakstéthe Bank. This reserve is only used to oftset
deficit. When its balance reaches 50% of the aggespar value of the outstanding capital stock of
the Bank, the legal reserve over 50% can be digathas stock dividends or bonus if the Bank has no
earnings, or the Bank can retain the legal resepvtd 50% of the outstanding capital and trandfer t
remaining legal reserve to common stock if the Bhak no deficit. In addition, the Banking Law
provides that, before the balance of the reseraehes the aggregate par value of the outstanding
capital stock, annual cash dividends, remuneratiahrectors and supervisors, and bonus to empfoyee
should not exceed 15% of the aggregate par valtleeafutstanding capital stock of the Bank.

Under Articel 50-2 of the Banking Law, when legakerve meet the total capital reserve or well
financial position and setting aside legal resemder company law is not limited to the restrictiufn
setting aside 30% of remaining earnings as legarve, and the appropriation of the remainder and
retained earnings from previous year was limited3&o of total capital reserve when legal reserng ha
not meet the total capital reserve. The requiresgn financial positions of banks to be estaldsh

in accordance with this Act shall be as prescribgedhe financial Supervisory Commission, Executive
Yuan, R.O.C.

Under the Financial Holding Company Act, the boafddirectors is empowered to execute the
authority of the stockholders’ meeting, which isdanno jurisdiction in the related regulations lie t
Company Law.

On June 25, 2010, the board of directors which @eethe rights and functions of the stockholders’
meeting resolved the appropriation of earning=ff¥9 as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 615,011

Cash dividends 782,833 $0.16235

Bonus to stockholders 652,192 0.13525
$ 2.050,03

The bonus to employees of $16,305 and the remuoerstt directors and supervisors of $10,835 for
2009 were resolved by the board of directors whiotecute the rights and functions of the
stockholders’ meeting.

As of July 26, 2010, the appropriation of earnifigs 2009 has not been resolved by the board of
directors which execute the rights and functionthefstockholders’ meeting. The related infornmatio
regarding the proposed and resolved appropriaticamings is available on the Market Observation
Post System (M.O.P.S) website of the Taiwan Stoah&nge.

Legal reserve $3,689,463 were used to offset aitlefihich appropriations of earnings for 2008 had

been resolved in the board of directors which eteethe rights and functions of the stockholders’
meeting on April 24, 2009.
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d. Unrealized gains or losses on financial instmise

The movements of unrealized gains or losses ondiahinstruments for the six months ended June 30,
2010 and 2009, respectively, were summarized sl

Available- Equity Unrealized
for-sale Investments - Gain or Loss
Financial Equity of Cash Flow
Assets Method Hedge Total
Six months ended June 30, 2010
Balance, beginning of period $ (77,898) $ 46,695 $ 22,130 $ (9,073)
Recognized in stockholders’ equity 159,942 62,708 (41,487) 181,163
Transferred to profit or loss 28,672 (42,982 - (14,310
Balance, end of period 110,71¢ 66,42 19,35)) 157,78(
Six months ended June 30, 2009
Balance, beginning of period $ (39,222) $ 19,362 $ - $ (19,860)
Recognized in stockholders’ equity (216,880) 4,541 14,604 (197,735)
Transferred to profit or loss (28,799 19,071 - (9,729
Balance, end of period 284,90 $ 4297 $ 14,60 227,32)

e. Earnings per share

There would be no dilutive effect on potential coomrstock for the six months ended June 30, 2010,
because the convertible bonds issued by the bank meeemed as of December 22, 2009. There
would be an anti-dilutive effect on potential commsiock because of net loss so as not to compate th
diluted EPS for the six months ended June 30, 200%e numerators and denominators used in
computing earnings per shares (EPS) were summaaizéallows:

Denominator

Numerator (Amounts) (Shares in EPS (NT$)
Pretax After Tax Thousands) Pretax After Tax
Six months ended June 30, 2010
Basic EPS $ 2,234,13 $ 1,490,55 _4,821.84 $ 046 $ 0.31
Six months ended June 30, 2009
Basic EPS $ (356,09 $ (861,26) 4,481.84 $ (0.09 $ (0.19

24. COMMISSIONS AND FEE REVENUES, NET

Six Months Ended June 30

2010 2009
Commissions and fees revenues $ 2,075,598 $ 1,499,035
Commissions and fees expenses (292,15) (271,743

$ 1,783,44 $ 1,227,29.
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25.

26.

OPERATING EXPENSES

Six Months Ended June 30

2010 2009
Personnel expenses
Salaries and wages $ 2,225,624 $ 2,098,407
Pension 245,209 251,538
Labor insurance and national health insurance 152,795 150,332
Others 189,886 148,562
2,813,514 2,648,839
Depreciation 218,995 245,347
Amortization 29,600 37,439
Others 1,467,634 1,546,018

$ 4,529,74. $ 4,477,64

PENSION

Since July 1, 2005, for those employees who diitlose to be subject to the Labor Standard LawB#k
makes monthly contributions, equal to 4% of empéogalaries, to the severance payment fund. If the
employees quit willingly, they still can receiveetlseverance payment based on the severance payment
criteria.  On November 13, 2006, for those empleyeho joined the Bank owing to the merger and still
choose to be subject to the Labor Standard LawpBtrgk made monthly contributions, equal to 4% of
employee salaries, to the severance payment fuctlidimg those who are eligible for promoted or
enforced retirement project. If the employees quilingly, they still can receive the severance/pant
based on the severance payment criteria.

For those employees who choose to be subject tbaber Pension Act, the Bank ceases to contritnite i
severance payment fund. The amount of the curnaelatontributions generated before applying the
Labor Pension Act is summed up in the balanceatrtionth and retained in the severance payment fund
The employees will receive the severance paymesddan the severance payment criteria when they qui
willingly.

For the Bank's and formerly SinoPac Card Services, Ctd.'s employees who choose the pension
mechanism regulated by the Labor Standard Lawrdtieement payments shall be paid to employees on
the basis of the following standards: (i) a lunonspayment of retirement payments equal to two base
units shall be paid for each year of service;figvided that each year of service exceeding fiftgears
shall be entitled to only one base unit of wag®; dnd that the maximum payment shall be fortyefbase
units. Any fraction of a year of over six montkscounted as one year of service, and any fractian
year of up to six months is counted as half a péaervice.

The Bank and formerly SinoPac Card Services Cal, &pplied defined contribution plan regulated by
Labor Pension Act after July 1, 2005. Under thdd, Ahe Bank contributed 6% of the employee sadarie
to the Labor Insurance Administration (accordinghis Act, the contribution rate by the employerthe
Labor Pension Fund per month shall not be less @8arof the employee’s monthly wages). For the six
months ended June 30, 2010 and 2009, the pengi@mex amounted to $70,373 and $72,981, respectively
which were contributed to personal pension accourf®r the six months ended June 30, 2010 and 2009,
the pension expense amounted to $174,836 and &I'78dspectively, which were contributed to persona
pension accounts.
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27.

INCOME TAX

Under a directive issued by the Ministry of Finaneefinancial holding company and its domestic
subsidiaries which over 90% of shares issued wele Iy the financial holding company for 12 months
within the same tax year may choose to adopt thkedi-tax system for income tax filings. Thus, $iao

Financial Holdings Company Limited adopted the diditax system for income tax filings with its

qualified subsidiaries in 2003.

a. The components of income tax expense (bendfite a&s follows:

Current income tax payable (deductible loss carwéard)
Separate taxes

Investment credit

Deferred income taxes

Effect of tax law changes on deferred income tax
Adjustment for prior years tax

Overseas income taxes over limitation

Income tax expense

Six Months Ended June 30

2010

$ 366,275
31,533

(129,804)
472,733
(3,966)
6,817

$ 743,58t

2009

$ (349,315)
107,383
(2,351)
10,935
719,397
3,169
15,945

$ 505,16:

Income tax was based on taxable income from alicesu Foreign income taxes paid can be used as
credits against the domestic income tax obligattonthe extent of domestic income tax applicable to

the foreign-source income.

b. Reconciliation of tax on pretax income (loss) sédtutory rate and current income tax payable

(deductible loss carry forward):

Tax on pretax income (loss) at 17% statutory nat20il0 and
25% statutory rate in 2009
Add (deduct) tax effects of:
Tax-exempt income
Permanent difference
Temporary difference
Loss carryforward

Current income tax payable (deductible loss carwéard)

Six Months Ended June 30

2010

$ 379,804

20,107
(44,716)
158,393

(147,313)

$ 366,27!

2009

$ (89,024)

13,249
(260,321)
(13,219)

349,31))

c. During the six months ended June 30, 2010 arii®,2the Legislative Yuan passed the following

amendments to tax laws:

1) In January 2009, the Legislative Yuan passedthendment of Article 39 of the Income Tax Law,

which extends the operating loss carryforward gkfiom 5 years to 10 years.

2) In March 2009, the Legislative Yuan passed theredment of Article 24 of the Income Tax Law,
which requires (a) the profit-seeking enterprisat tinvests in short-term notes for which the
issuance dates are on and after January 1, 20ib@ltwle the interest income arising, which was
taxed separately prior to January 1, 2010, ireitalble income; and (b) the profit-seeking enteepris
that invests in beneficiary securities or assetflasecurities issued under the Financial Asset
Securitization Act or Real Estate Securitizatiornt Az include from January 1, 2010 the interest
income arising, which was taxed separately pricdiaiouary 1, 2010, in its taxable income.
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3) In May 2009, the Legislative Yuan passed therament of Article 5 of the Income Tax Law,
which reduced a profit-seeking enterprise’s incaaerate from 25% to 20%, effective January 1,
2010.

4) Under Article 10 of the Statute for Industriahbvation (Sll) passed by the Legislative Yuan in
April 2010, a profit-seeking enterprise may deduptto 15% of its research and development
expenditures from its income tax payable for thecdl year in which these expenditures are
incurred, but this deduction should not exceed 30%e income tax payable for that fiscal year.
This incentive took effect from January 1, 2010 anefffective till December 31, 2019.

5) In May 2010, the Legislative Yuan passed theraiment of Article 5 of the Income Tax Law,
which reduces a profit-seeking enterprise’s incaaxerate from 20% to 17%, effective January 1,
2010.

Deferred income tax assets (liabilities) comsigif the tax effects of the following:

June 30
2010 2009

Loss carry forward $ 2,315,574 $ 2,768,675
Deferred pension cost 226,810 270,316
Unrealized loss or gain on foreign exchange andluvation of

financial instrument, net (16,075) (3,713)
Staff training income tax credit 25,457 22,279
Allowance for credit loss over limit 1,927 -
Others 55,878 23,947
Valuation allowance (26,500 (26,500
Deferred income tax assets, net 2,583,07 3,055,00

June 30
2010 2009
Investment income under the equity method $ (193,549) $ (698,959)
Others (46,559 (46,559
Deferred income tax liabilities, net 240,104 745,51)
The unused loss carry forwards as of June 30, 2@16 as follows:
Deficit Year The Last Year of Claiming DeductibleLoss Amount
2006 2016 $ 1,428,247
2007 2017 4,504,160
2008 2018 6,166,540
2009 2019 1,522,078
$ 13,621,02

The estimated receivables from adopting theetifiax system of income tax filing were as follows:

June 30
2010 2009
Receivables from related parties $ 1,145,62 $ 1,360,144
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The related information under the Integratecbne Tax System was as follows:

June 30
2010 2009
Balances of imputed tax credit account $ 3,154,06 $ 2,630,32

In 2009, the creditable tax ratios were estimate83.33% by the bank. In 2008, the Bank had no
distributable earnings because of deficits. Tias credits will be used to compute the creditahle
ratios in the following years when there are disttable earnings.

Under the Income Tax Law, when the unappropriatetiiegs generated on or after January 1, 1998
are distributed, stockholders will get imputatiacedits based on the imputed tax credit ratio athef
dividend declaration date, therefore there wouldlifferences between the imputed tax credit ragio a
of 2009 and the tax credit ratio applied to stodttbis actually.

As of June 30, 2010, the unappropriated earrgegerated before January 1, 1998 was $8,758, which
was recorded as capital surplus owing to mergés 6f

Under the Income Tax Law, when the unappropriatetiiegs generated on or after January 1, 1998
are distributed, stockholders will get imputatiacedits based on the imputed tax credit ratio athef
dividend declaration date; however, for the unappated earnings generated before January 1, 1998,
no imputation credit will be allocated to stockhetsl

For the Bank, income tax returns through 20@8gept those for 1996, had been examined by the tax
authorities.  On the income tax returns for thereftentioned years, the tax authorities denied the
creditability of 10% withholding tax on interestcome on bonds pertaining to the period when those
bonds were held by other investors. The Bank mxhan agreement with the Taipei National Tax
Administration (TNTA) on the above appealing caseswhich TNTA would refund 65% of the
withholding tax denied on the interest income ondsoto the Bank. Consequently, the Bank accrued
35% of the withholding tax denied on the interesbime on bonds as income tax expenses, which were
not refunded by tax authorities.

For IBT, income tax returns through 2006 hadrnbegamined by the tax authorities. For some income
tax returns, the tax authorities denied the crbdita of 10% withholding tax on interest income on
bonds, which pertained to the period those bonds weld by other investors. IBT reached an
agreement with the Taipei National Tax Administvat(TNTA) on the above appealing cases, in which
TNTA would refund 65% of the withholding tax denied the interest income on bonds to IBT.
Consequently, IBT accrued 35% of the withholding teenied on the interest income on bonds as
income tax expenses, which were not refunded baa#xorities.

For formerly SinoPac Card Services Co., Ltdcoime tax returns through 2005 had been examined by
the tax authorities.
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28. RELATED-PARTY TRANSACTIONS

In addition to the disclosure in other footnotesationship with the Bank and significant transamasi
between the Bank and related parties were sumnisaizéollows:

a. Related parties

Name Relationship with the Bank

SinoPac Financial Holdings Company Limited Parent company of the Bank
(SPH)

SinoPac Securities Corporation (SinoPac Securiti€)bsidiary of SPH

SinoPac Call Center Co., Ltd. (SinoPac Call Cent&ybsidiary of SPH

SinoPac Venture Capital Co., Ltd. (SinoPac Ventugebsidiary of SPH
Capital)

SinoPac Leasing Corporation (SPL) Subsidiary of the SPKBinoPac Leasin
Corporation has been transferred at
the book value to SPH in December
2009 and become a subsidiary of
SPH)

SinoPac Life Insurance Agent Co., Ltd. (SPLIA) Subsidiary of the Bank

SinoPac Property Insurance Agent Co., Ltd. (SPP8\bsidiary of the Bank

SinoPac Securities Investment Trust Co., Ltd. Subsidiary of SPH
(SinoPac Securities Investment Trust)

Far East National Bank (FENB)
Far East Capita, LLC (FEC, LLC)
SinoPac Capital Ltd. (Hong Kong)

Overseas affiliate of the Bank
Overseas affiliate of the Bank
Overseas subsidiary of the Bank

Grand Capital International Limited (Grand CapitaBubsidiary of SPL

Wal Tech International Corporation (Wal Tech

International)
Intellisys Corporation

Subsidiary of SinoPac Venture Capital
(was liquidated in November 2009)
Subsidiary of SinoPac Venture Capital

SinoPac Strategic Allocation Balanced Fund Managed by SinoPac Securities
Investment Trust

BoardTek Electronics Corp. (BoardTek Electronic#ffiliate of the Bank’s director

Yung An Leasing Corporation (Yung An Leasing) Affiliate of the Bank’s director

SinoPac Capital (Asia) Ltd. Affiliate of SinoPac Securities

SinoPac Securities (Asia) Ltd. Affiliate of SinoPac Securities

Taiwan Genome Sciences, Inc. Affiliate of the Bank’s director

Development Center for Biotechnology Affiliate of the Bank’s director

SinoPac Futures Corporation (SinoPac Futures) Subsidiary of SinoPac Securities

Rung-Tzung Investment Corp. (Rung-Tzung Affiliate of the second-degree of kinghi
Investment) of the director of SinoPac Securities

Chen, Yu Chien The director of SPPIA

Chen Hsu, Yu Rong The second-degree of kinship of the
director of SPPIA

The director of SinoPac Capital
Management Corp.

Lin, Hsiao Fen

Lin Xu, Li Hong The spouse of SinoPac Securities'
director
Guo, Kai Wei Manager of the Bank

Lyu, Shu Fang Manager of the Bank

(Continued)
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Name

Relationship with the Bank

Huang, Yuan Chuan
Kao, Kuo Hsing
Sha, Nai Chun
Lyu, Zhou Er
Hung, Siou Huei
Lien, His Chuan
Hung, Wen Jing
Guo, Ling Shan
Yang, Jhih Fa
Zhong, Dau Cheng
Ci, Siou Jyuan
Jhuo, Shu Lin
Chen, Jhih Wen

Ji, Ying Huei
Huang, Ming Hua
Jiang, Shang De
Lee, Liang

Lee, Qing Fong
Shiung, Jr Gang
Chang, Ping Chou
Guo, Fong Yuan
Lin, Jian Ying
Huang, Shiou Jyuan
Guo, Ling Ling
Lyu, Zhong Xiong
Huang, Lien Cheng
Li, Chih Neng
Zhung, Ji Cheng
Luo, Guang Tsai
Chiang, Yen Jung
Huang, Wei Ming
Huang, Yung Kuang
Lin, Shin Shin
Hung, Jeng An
Jung, Ching Lin
Liao, Chih Meng
Liang, Ya Zi

Li, Qing Hsan
Chang, Yu His
Chuang, Ming En
Others
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Manager of the Bank
Manager of the Bank
Manager of the Bank

The Bank’s directors, supervisors,
managers and their relatives,
department chiefs, the investees
accounted for by the equity method
and their subsidiaries, and the

investees of SPH’s other subsidiaries,

etc.

(Concluded)



b. Significant transactions between the Bank ard¢tated parties

Ending Balance % of Total
June 30 June 30
2010 2009 2010 2009
1) Due from banks
Due from banks - FENB $ 23,985 $ 14,344 1.02% 0.42%

2) Financial assets at fair value through
profit or loss

Beneficiary certificates SinoPac Strate¢
Allocation Balance Fund

3) Derivative financial instruments

- 36,130 - 0.19%

June 30, 2010

Contract
(Notional) Balance Sheet
Amount Contract Period Fair Value Account Balance
Currency swap contracts
SinoPac Capital (H.K.) $ 937,299 2010.6.21-2010.7.21 $ 177 Financial assets at fair $ 177
value through profit
or loss
FENB 505,260 2010.6.7-2010.7.23 (1) Financial liabilities at 1)
fair value through
profit or loss
Interest rate swap contracts
SinoPac Securities 33,185,000 2007.1.3-2015.7.1 (68,618) Financial liabilities at (68,618)
fair value through
profit or loss
Non-delivery forward
contract - short position
FENB 82,475 2009.9.8-2010.12.2 (725) Financial liabilities at (725)
fair value through
profit or loss
June 30, 2009
Contract
(Notional) Balance Sheet
Amount Contract Period Fair Value Account Balance
Currency swap contracts
SinoPac Capital (H.K.) $ 953,036 2009.6.29-2009.7.29 $ 22 Financial assets at fair $ 22
value through profit
or loss
Grand Capital 79,032 2009.3.26-2009.8.24 11 Financial assets at fair 11
value through profit
or loss
Interest rate swap contracts
SinoPac Securities 14,620,000 2007.1.3-2014.3.24 (42,142) Financial liabilities at (42,142)
fair value through
profit or loss
Forward contracts
Grand Capital 65,636 2009.5.14-2009.8.18 9 Financial assets at fair 9
value through profit
or loss
Non-delivery forward
contract - short position
FENB 17,887 2009.6.26-2010.6.25 19 Financial assets at fair 19
value through profit
or loss
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4) Accounts, interest, other receivables and pagab

As of June 30, 2010 and 2009, other receivable® frelated parties amounted to $63,345 and
$9,575, respectively, which consist of the Banki@d&nds receivable from SPPIA amounted to
$57,163. As of June 30, 2010 and 2009, other pagdb related parties amounted to $22,300 and

$21,580, respectively.

The Bank’s dividends payable to SPH amounted 6381025 as of June 30, 2010.

As of June 30, 2010 and 2009, the Bank's estimadeéivables resulting from the adoption of the
linked-tax system amounted to $1,145,620 and $11360 respectively.

5) Loans
June 30, 2010
June 30, 2010 Highest % of Interest/ Interest
Balance Balance Total Fee Rates Revenue
Loans 5,480,94. 6,101,52 0.7¢ 0.7-6.5 83,58:
June 30, 2010
Is the
Transaction
at Arm’'s
Account Volume Length
or Name of Highest Ending Commercial
Category Related Party Balance Balance Normal Overdue Type of Collaterals Term
Employees 24 $ 9,460 $ 8,486 \ - Note Yes
consuming
loan
Households 207 1,366,331 1,202,460 \ - Real estate Yes
mortgages
Others: SPL 2,535,000 2,139,000 \% - Real estate Yes
SinoPac Capital 758,533 758,533 \Y - Estate Yes
(Asia) Ltd.
Grand Capital 516,448 512,252 \% - Estate Yes
BoardTek 410,354 357,954 \ - Real estate Yes
Electronics
Rung-Tzung 246,671 246,671 \% - Real estate Yes
Investment
Yung An Leasing 198,800 198,800 \% - Real estate Yes
FEC, LLC 43,535 42,835 \% - Real estate Yes
Taiwan Genome 7,500 7,500 \ - Real estate Yes
Sciences, Inc.
Chen Hsu, Yu Rong 6,370 4,931 \% - Real estate Yes
Jhuo, Shu Lin 1,976 1,526 \% - Certificate of deposit Yes
Lin Xu, Li Hong 320 - \Y - Certificate of deposit Yes
Chang, Ping Chou 125 - \% - Certificate of deposit Yes
Lin, Jian Ying 47 - \% - Certificate of deposit Yes
Zhong, Dau Cheng 22 - \% - Certificate of deposit Yes
Huang, Shiou Jyuan 17 - \% - Certificate of deposit Yes
Liang, Ya Zi 7 - \% - Certificate of deposit Yes
Guo, Kai Wei 5 - \Y - Certificate of deposit Yes
Other 4,725,730 4,270,002
6,101,52 5,480,94:
June 30, 2009
June 30,2009 Highest % of Interest/ Interest
Balance Balance Total Fee Rates Revenue
Loans 2,419.88 3,224.86. 0.4¢ 0.7-6.5¢ 20,61¢
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June 30, 2009

Is the
Transaction
at Arm's
Account Volume Length
or Name of Highest Ending Commercial
Category Related Party Balance Balance Normal Overdue Type of Collaterals Term
Employees 29 $ 12,300 $ 9,705 \Y, - None Yes
consuming
loan
Households 223 1,378,029 1,166,505 \% - Real estate Yes
mortgages
Others: SPL 413,000 413,000 \ - Real estate Yes
Rung-Tzung 246,671 246,671 \% - Real estate Yes
Investment
Yung An Leasing 198,800 198,800 \% - Real estate Yes
BoardTek 430,687 377,354 \% - Real estate Yes
Electronics
SinoPac Securities 500,000 - \ - Real estate Yes
Development 30,000 - \% - Real estate Yes
Center for
Biotechnology
Taiwan Genome 2,000 2,000 \% - Real estate Yes
Sciences, Inc.
Chen Hsu, Yu Rong 6,029 5,847 \Y - Certificate of deposit Yes
Guo, Kai Wei 3,354 5 \% - Certificate of deposit Yes
Guo, Fong Yuan 2,100 - \% - Certificate of deposit Yes
Chen, Jhih Wen 835 - \Y - Certificate of deposit Yes
Jhuo, Shu Lin 496 - \% - Certificate of deposit Yes
Shiung, Jr Gang 319 - \% - Certificate of deposit Yes
Lin Xu, Li Hong 118 - \Y - Certificate of deposit Yes
Zhong, Dau Cheng 54 - \% - Certificate of deposit Yes
Ji, Ying Huei 47 - \% - Certificate of deposit Yes
Lin, Hsiao Fen 25 - \Y - Certificate of deposit Yes
Other 1,834,535 1,243,677
3,224.86. $ 2,419,88
6) Guarantees
June 30, 2010
The Highest
Balance in
Current Ending
Related Party Period Balance Provision Rates Type of Collaterals Note
SinoPac Securities $ 2,000 $ 2,000 $ - 0.3% Certificate of deposit
Luo, Guang Tsai 420 160 - 1.25%-2.75% None Note
Hong, Wen Jing 400 160 - 1.25%-2.75% None Note
Li, Qing Hsan 190 - - 1.25%-2.75% None Note
Lien, His Chuan 150 105 - 1.25%-2.75% None Note
Lyu, Zhong Xiong 145 145 - 1.25%-2.75% None Note
Kao, Kuo Hsing 140 140 - 1.25%-2.75% None Note
Sha, Nai Chun 140 140 - 1.25%-2.75% None Note
Chiang, Yen Jung 120 - - 1.25%-2.75% None Note
Zhung, Ji Cheng 75 45 - 1.25%-2.75% None Note
Jung, Ching Lin 75 75 - 1.25%-2.75% None Note
Lin, Shin Shin 70 30 - 1.25%-2.75% None Note
Chang, Yu His 65 65 - 1.25%-2.75% None Note
Chuang, Ming En 65 35 - 1.25%-2.75% None Note
Lyu, Zhou Er 60 60 - 1.25%-2.75% None Note
Ji, Ying Huei 60 30 - 1.25%-2.75% None Note
Huang, Wei Ming 60 30 - 1.25%-2.75% None Note
Huang, Yung Kuang 60 30 - 1.25%-2.75% None Note
Ci, Siou Jyuan 60 30 - 1.25%-2.75% None Note
Huang, Yuan Chuan 60 30 - 1.25%-2.75% None Note
Lyu, Shu Fang 55 25 - 1.25%-2.75% None Note
Chen, Yu Chien 45 15 - 1.25%-2.75% None Note
Liao, Chih Meng 40 10 - 1.25%-2.75% None Note
(Continued)
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The Highest

Balance in
Current Ending
Related Party Period Balance Provision Rates Type of Collaterals Note
Huang, Lien Cheng $ 30 $ - $ - 1.25%-2.75% None Note
Huang, Ming Hua 20 20 - 1.25%-2.75% None Note
Guo, Ling Ling 20 - - 1.25%-2.75% None Note
Li, Chih Neng 10 5 - 1.25%-2.75% None Note
Hung, Jeng An 10 - - 1.25%-2.75% None Note
Lee, Qing Fong 5 5 - 1.25%-2.75% None Note
(Concluded)

Note: The listed twenty-eight guarantees are eyaas consuming loans.

June 30, 2009

The Highest
Balance in
Current Ending

Related Party Period Balance Provision Rates Type of Collaterals Note
SPL $ 330,000 $ 125,000 $ - 0.30% Real estate
SinoPac Securities 2,000 2,000 - 0.30% Certificate of deposit
Hong, Wen Jing 400 250 - 1.75%-3.25% None Note
Huang, Lien Cheng 290 140 - 1.75%-3.25% None Note
Luo, Guang Tsai 260 260 - 1.75%-3.25% None Note
Yang, Jhih Fa 180 120 - 1.75%-3.25% None Note
Lin, Shin Shin 160 160 - 1.75%-3.25% None Note
Lu, Zhong Xiong 150 150 - 1.75%-3.25% None Note
Ci, Siou Jyuan 130 130 - 1.75%-3.25% None Note
Hung, Jeng An 120 120 - 1.75%-3.25% None Note
Huang, Yuan Chuan 105 90 - 1.75%-3.25% None Note
Zhung, Ji Cheng 100 100 - 1.75%-3.25% None Note
Li, Chih Neng 100 90 - 1.75%-3.25% None Note
Lyu, Shu Fang 100 85 - 1.75%-3.25% None Note
Guo, Ling Shan 90 60 - 1.75%-3.25% None Note
Jung, Ching Lin 85 85 - 1.75%-3.25% None Note
Hong, Siou Huei 80 50 - 1.75%-3.25% None Note
Liao, Chih Meng 60 60 - 1.75%-3.25% None Note
Jiang, Shang De 60 60 - 1.75%-3.25% None Note
Chen, Yu Chien 60 30 - 1.75%-3.25% None Note
Lee, Liang 10 10 - 1.75%-3.25% None Note

Note: The listed nineteen guarantees are emplm@esiming loans.

7) Held-to-maturity investments

June 30
2010 2009
Certificate of deposit - FENB $ - $ 32,81¢
8) Securities sold under agreements to repurchase
Face Amount Cost
June 30 June 30
2010 2009 2010 2009
Others $ 212,000 $ 574,500 $ 205,678 $ 591,755
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9) Deposits

Ending % of Interest % of
Balance Total Interest Rate Expense Total

Six months ended June 30, 2010

SinoPac Securities $ 3,069,362 0.35% 0-0.9 $ 4,728 0.17%
SPH 2,721,334 0.31% 0-0.18 133 -
SinoPac Venture Capital 1,129,700 0.13% 0.02-0.11 531 0.02%
SinoPac Futures 1,086,602 0.13% 0.11-0.54 2,216 0.08%
SinoPac Securities (Asia) Ltd. 774,484 0.09% 0-1.5 1,199 0.04%
Others 6,301,182 0.73% 0-13 25,236 0.90%
Six months ended June 30, 2009

SinoPac Securities 3,614,306 0.46% 0-2.57 26,633 0.52%
SinoPac Futures 3,033,984 0.38% 0.1-2.00 18,929 0.37%
SPH 1,725,773 0.22% 0-0.1 187 -
SinoPac Securities (Asia) Ltd. 1,563,220 0.20% 0.0005-1.95 4,782 0.09%
SinoPac Venture Capital 1,152,976 0.15% 0.03-0.15 1,637 0.03%
Others 6,176,167 0.78% 0-13 36,516 0.71%

10) Revenues and expenses
Amount % of Total
Six Months Ended June 30 Six Months Ended June 30
2010 2009 2010 2009

Service fees $ 13,148 $ 14,895 0.63% 0.99%
Service expenses 1,361 1,991 0.47% 0.73%
Project popularizing expense 206 259 0.01% 0.02%
Promotion fee 12,247 13,689 0.83% 0.89%
Other revenues 3,707 3,824 5.25% 27.33%

11) Lease
a) The Bank as a lessee
Rental Expenses

Six Months Ended June 30
Lessor 2010 2009 Lease Term  Payment Frequency

SPL $ 56,820 $ 56,857 February 2020 Rentals paid monthly
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b) The Bank as a lessor

Rental Income

Six Months Ended June 30

Lessee 2010
SinoPac Securities $ 9,794
SinoPac Securities 6,936

Investment Trust
SinoPac Call Center 3,239
SPL 2,946
Intellisys Corporation 1,668
SPLIA 990
SPPIA 135
Wal Tech -
International
SinoPac Venture -
Capital

12) Professional advisory charges

$

2009
7,914
5,731
3,119
2,956
1,758
1,058

167
30

5

Lease Term  Payment Frequency

November 2014 Rentals received

monthly
September 2017 Rentals received
monthly
March 2013 Rentals received
monthly
July 2011 Rentals received
monthly
December 2013 Rentals received
monthly
March 2012 Rentals received
monthly
March 2012 Rentals received
monthly
October 2009 Rentals received
monthly
June 2009 Rentals received
monthly

The Bank and former SinoPac Card Services Co., h&tl entered into several professional

advisory contracts with its investees.

The protesd advisory charges paid for the six months

ended June 30, 2010 and 2009 amounted to $83,128180,208, respectively.

Transactions between the Bank and the relatedepaate at arm’s length commercial terms except
for the preferential interest rates offered to epés for savings and loans up to prescribed limits

Under the Banking Law, except for government anasamer loans, credit extended by the Bank to
any related party should be fully secured, andcthdit terms for related parties should be siniiar

those for unrelated parties.

29. RESTRICTED ASSETS

Pledged or restricted assets of the Bank as of 302010 and 2009 are summarized as follows:

Restricted Assets Object

Available-for-sale financial Government bonds

assets

Held-to-maturity investments Government bonds

Guarantee deposits,
negotiable certificate
of deposits and cash

Other financial assets
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Fair Value
June 30
2010 2009 Purposes
$ 505,960 $ 551,877 Pledged to court as collaterals for
filing provisional seizure, GTSM
as bond payment settlement
reserves for electronic bond
trading system
207,167 214,082 Hong Kong branch’s clearing
system of real - time gross
settlement
880,954 1,230,505 Pledged to court as collaterals for

filing provisional seizure or
restricted



30. SIGNIFICANT CONTINGENCIES AND COMMITMENTS

In addition to those disclosed in Note 33, finahmiatruments, significant contingencies and commaitts
of the Bank are summarized as follows:

a. Lease contract

The Bank leased certain office premises under akeentracts for various periods ranging from ame t
fifteen years, with rentals paid monthly, quartastysemiannually. Rentals for the next five yeamnes

as follows:

Year Amount
July 1 to December 31, 2010 $ 151,148
2011 253,334
2012 196,207
2013 128,321
2014 84,150

Rentals for the years beyond 2015 amount to $2B91é present value of which is about $203,984 as
discounted at the Bank’s one-year time depositafie025% on June 30, 2010.

b. Equipment purchase contract

The Bank had entered into contracts to buy compmdaipment and office equipment for $595,911, of
which $260,207 had already been paid as of Jun2(3M.

c. The Bank’'s Hong Kong branch was delegated bfepsional investors to sell investment products of
PEM GROUP amounting to US$146,000 thousand in fgiydacement, which was allowed under
Hong Kong’s regulations. The Court appointed perem receiver for all assets that belong to, are
being managed by, or in the possession of or cootreEM GROUP and any of their subsidiaries and
affiliates. If the products aforementioned failregpay at maturity due to deceptive underlying &sse
the Bank will buy back those products at the potenitial payment deducted the distribution and
redemption. As far, the Bank investigate integnathd externally, delegate the lawyer and infore th
related investors simultaneously to solve the gnobl In accordance with aforementioned principle,
the contingent loss amounting to US$67,784 thouseasl estimated and recorded for the six months
ended June 30, 2010.

d. The Securities and Futures Investors Proted@ienter (SFIPC) was filing a lawsuit against the IBan
and SPL'’s subsidiary, Grand Capital, in the grotimat Procomp Informatics Ltd. provided deposit
US$10,000 thousand with the Bank’s Shisung Brarolmally Sungshan Branch) and limited the
usage as a condition for short-term loan to Addterhational Limited granted by SPL and for helping
Yeh, Sue-Fei and Procomp Informatics Ltd. procegsmegular trading and appropriating the
aforementioned limited deposit for fictitious sales-inally the Bank directly took compensation from
Procomp Informatics Ltd.’s account, causing Procemgamage. And the Bank was suspected of
misleading investors by providing unreal confirmnat for conceal with the limited deposit of the
Procomp and window-dressing its financial statesienfhe SFIPC filed additional lawsuit against the
Bank, SPL and all other parties related to Procdnfprmatics Ltd. for involving liability $41.7
hundred millions to pay compensation. The Shilistrict Court rejected the SFIPC's lawsuit
against the Bank on March 11, 2008. SFIPC had fle appeal. The Bank has entered a plea on
such charges and the case is under trying in tiveaihaHigh Court.
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e. The SFIPC is believed by investors to be filnwsuit against the Bank in the ground that Neio
Aerospace Fasteners Corporation provided an acswaneivable - factoring with the Bank’s Tunpei
Branch and recorded the substantially loan traisaets an accounts receivable financing activity to
window-dress its financial position which the int@#rs made their investing decision based on. The
SFIPC files lawsuit against the Bank and all otharties for compensation $5.7 hundred millions.
The Bank has entered a plea on such charges apdgbés under trying in the Taipei District Court.

f. The FSC imposed a disciplinary, FSC (6) 0948@115 at December 23, 2005 for restraining the Bank
from developing new clients of accounts receivdbtgoring activities (except for authorized limit o
original clients) in the period of January to J@@®6, due to believing the Bank accommodated client
to increase bank deposit falsely for window dregshre clients’ financial reports, and not suffidlgn
disclosed the restricted deposit for CPA confiromati

Not willing to accept the aforementioned discipfiynas final, the bank has been appealed to Exexutiv
Yuan, but it was rejected, FSC 0950088724, at 1dly2006. For aforementioned disciplinary and
appeal decision, the Bank filed an administrataeduit, but the Taipei High Administrative Court

determined the Bank lost on July 5, 2007. On Au@rs 2009, the Superme Administrative Court
judged that the aforementioned judge shall be sihetl and remanded.

31. RESTATEMENT OF FINANCIAL STATEMENTS

The Bank had a cash merger with SinoPac Card Sar{iSinoPac Card”) on June 1, 2009. Based on
Statement of Financial Accounting Standards (SFA®rpretation Nos. (91) 243 and 244 and (95) 081
issued by the Accounting research and Developmeunnhdration of the ROC, this merger was treated as a
reorganization and was recorded at the book valtibsth entities’ assets and liabilities becauseBank

and SinoPac Card Services were both 100% subssliafiSinoPac Financial Holdings Company Limited.
In addition, based on SFAS Interpretation No. (88}, the Bank’s financial statements as of andter

six months ended June 30, 2009 were retroactivestated assuming SinoPac Card’s assets and legilit
had been included in these financial statemeriteait value. The Bank acquired from SinoPac Caed th
following net assets, amounting to $2,998,513:

Item Amount
Cash and cash equivalents $ 936,109
Financial assets at fair value through profit @slo 169,527
Accounts, interest and other receivables, net 11,884,889
Other financial assets 457,738
Properties, net 60,577
Intangible assets 7,180
Other assets 84,302
Short-term borrowings (2,700,000)
Commercial paper payable (3,550,000)
Accounts, interest and other payables (3,462,284)
Long-term debts (800,000)
Other financial liabilities (500)
Other liabilities (89,025
2,998,513
Goodwill 876,717
Capital surplus (1,555
$ 3,873,67

The above assets were to be used for operatingogesp The Bank had no plan to dispose of any
significant assets. The Bank’s net income for $he months ended June 30, 2009 included SinoPac
Card’s net income of $35,121 for the five monthdezhMay 31, 2009.
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AND INTEREST-BEARING LIABILITIES

Average balances were calculated by the daily geerbalances of interest-earning assets and

interest-bearing liabilities.

Interest-earning assets

Six Months Ended June 30

32. AVERAGE AMOUNT AND AVERAGE INTEREST RATE OF INT EREST-EARNING ASSETS

Due from the Central Bank and other bank$ 22,398,572

Call loans to banks

Financial assets at fair value through profit

or loss

Securities purchased under agreements to

resell
Available-for-sale financial assets
Discounts and loans
Accounts receivable - factoring
Credit card receivable
Held-to-maturity investments
Other financial assets

Interest-bearing liabilities

Due to the Central Bank and other banks

Call loans

Securities sold under agreements to
repurchase

Demand

Savings - demand

Time

Savings - time

Negotiable certificates of deposit

Bank debentures

Other liabilities - appropriated loan fund

Bonds payable

2010 2009

Average Average Average Average
Balance Rate (%) Balance Rate (%)
042 $ 21,157,644 0.48
42,347,876 0.50 67,003,036 0.86
6,319,450 1.76 14,052,608 2.58
149,924 0.10 667,350 0.70
29,815,832 1.57 43,136,735 1.38
679,973,206 1.90 612,573,485 2.12
8,564,406 1.17 5,130,537 3.00
11,232,900 14.37 7,223,392 13.81
128,371,212 0.68 114,150,872 0.96
252,184 0.55 367,805 2.27
20,748,188 1.03 21,123,454 1.23
23,260,275 0.34 13,959,578 0.97
5,209,244 0.21 4,675,498 0.19
147,725,790 0.11 120,561,944 0.11
212,578,958 0.35 173,592,776 0.45
256,051,655 0.58 274,330,651 1.23
179,411,977 1.01 199,630,338 1.70
26,752,659 0.37 7,669,310 0.97
26,781,714 2.06 29,052,807 2.44
477,279 0.93 486,486 1.02

- - 4,831,647 -
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33. FINANCIAL INSTRUMENTS

a. Fair value of financial instruments

June 30

2010

2009

Financial assets

Other short-term financial assets
Financial assets at fair value through

Carrying
Amount

$ 130,073,892

Estimated
Fair Value

$ 130,073,892

Carrying
Amount

$ 135,997,246

Estimated
Fair Value

$ 135,997,246

profit or loss 18,943,852 18,943,852 19,326,627 19,326,627
Discounts and loans 692,225,184 692,225,184 597,826,725 597,826,725
Available-for-sale financial assets 37,301,038 37,301,038 41,808,920 41,808,920
Held-to-maturity investments 141,501,775 141,517,480 137,735,960 137,763,224
Equity investments-equity method 7,342,520 7,342,520 10,891,204 10,891,204
Unquoted equity instruments 1,922,882 - 488,507 -
Non-active market debt instruments 92,173 84,228 104,253 80,663
Other financial assets 5,507,359 5,507,359 1,811,183 1,811,183
Financial liabilities
Other short-term financial liabilities 77,564,333 77,564,333 62,192,216 62,192,216
Financial liabilities at fair value through

profit or loss 10,669,364 10,669,364 10,861,192 10,861,192
Deposits and remittances 868,620,467 868,620,467 793,413,146 793,413,146
Bank debentures 25,679,753 25,679,753 32,723,589 32,723,589
Bonds payable - - 4,638,168 4,541,049
Other financial liabilities 2,942,250 2,942,250 1,538,134 1,538,134

b. Methods and assumptions applied in estimatieddh values disclosures for financial instrumesnts

as follows:

1)

2)

3)

The carrying amounts of cash and cash equivalelte from the Central Bank and other banks,
receivables, call loans and due to banks, securgmd under agreements to repurchase and
payables approximate their fair values becausheo$hort maturities of these instruments.

For financial instruments at fair value througtofit or loss, available-for-sale financial assets
held-to-maturity investments, bank debentures, bopdyable and hedged derivative financial
instruments, fair value is best determined basemh uquoted market prices. However, in many
instances, there are no quoted market prices éB#nk’s various financial instruments. In cases
where quoted market prices are not available, faiues are based on estimates using available
indirect data and appropriate valuation methode®gi

Forward contracts’ and interest rate swap contréatsvalues are based on estimates using present
value technigues. Options’ fair value is base@stimates using Black & Scholes model.

Fair value of forward contracts is estimated basedhe forward rates provided by Reuters or the
Associated Press.

Fair value of structured instruments is providedttey counter parties. All outstanding contracts

are based on match basis and market risks wilfiseto

Fair value of interest rate swap contracts andsccosrency swap contracts are estimated based on
the market quotation provided by Reuters.

Discounts and loans, deposits, remittances #mer dinancial liabilities are interest-earning etss

and interest-bearing liabilities. Thus, their garg amounts represent fair values. Fair value of
nonperforming loans is based on the carrying amaunith is net of allowance for credit losses.
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4)

5)

When unquoted equity instruments which the Bdoks not have significant influence over the
investees do not have a quoted market price inciimeamarket and whose fair value cannot be
reliably measured, are measured at cost. Thenecageioted market prices for equity investments
- equity method, thus their carrying amounts regmedair values. And non-active market debt
instruments used estimated value as its fair value.

Fair values of refundable guarantee depositgragiiee deposits received and purchase of
instruments issued by PEM Group are estimatededt tarrying amounts since such deposits do
not have specific due dates.

Interest revenue of financial assets and liddsliother than those at fair value through profitoss
amounted to $8,131,395 and $8,763,351, for thensiths ended June 30, 2010 and 2009, respectively.
Interest expense of financial assets and lialslioéher than those at fair value through profilass
amounted to $2,291,625 and $4,128,464, for the msonths ended June 30, 2010 and 2009,
respectively.

Financial risk information

1) Market risk

The Bank sets up risk managing indicators accorttirtge characters of the products to achieve the
goal of risk management. The Bank evaluates maidleexposure limits approved by the board
of directors and informs related units when overlimits timely.

Fair value of financial assets and financial lidileis determined based upon quoted market prices or
estimates are summarized as follows:

Quoted Market Prices Fair Value Based on Estimates
June 30 June 30
2010 2009 2010 2009

Financial assets
Financial assets at fair value through

profit or loss $ 15,705,308 $ 14,070,778 $ 3,238,544 $ 5,255,849
Available-for-sale financial assets 35,307,030 41,635,490 1,994,008 173,430
Held-to-maturity investments 141,517,480 137,763,224 - -
Other financial assets - non-active

market debt instruments - - 84,228 80,663
Financial liabilities
Financial liabilities at fair value

through profit or loss 10,473,361 10,572,874 196,003 288,318

The Bank sets up independent risk management teasantrol the market risk, and to carry the

market risk management policy out, including orgation frame, responsibility and management
process; also set clear market risk regulationliamted. Each sub-risk management team reviews
limits on monitoring and managing risk exposuredainthe respective supervision and reports to
head office management team timely.

Market risk reports which include the monitor oftstanding position limitation of loss and

gquantitative measures of risk indicators (ex: fwsj Delta, Vega, and BPV, etc.) are provided to
risk management sector to manage risk exposurk, pismium and capital allocation. The

indicators are calculated by the valuation modets ( Black & Scholes Model) provided by

transaction systems (ex: Fenics, Kondor Plus, Blmbmberg, etc.) The Bank uses the
value-at-risk approach and Monte Carlo simulaticgtirad to derive quantitative measures for the
trading book market risks under normal condition.
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2)

The Bank formally documents in writing its intemtito apply hedge accounting and follows the
requirement of related accounting standards. Risknagement sector should assess the
effectiveness of the hedge relationship periodicall

Credit risk

The Bank is exposed to credit risk in the eventefault on contracts by counter-parties. The
Bank makes credit commitments and issues finageiatantees and standby letters of credit only
after careful evaluation of customers’ credit woréss. On the basis of the result of the credit
evaluation, the Bank may require collaterals beftreavings are made against the credit facilities.
As of June 30, 2010 and 2009, ratios of securedslda total loans were 70.45% and 70.18%
respectively. Ratio of secured financial guarasteed standby letters of credits were from
23.03% to 24.31%. Collaterals held vary but majude cash, inventories, marketable securities,
and other properties. When the customers defdndtBank will, as required by circumstances,
foreclose the collaterals or execute other rightsrg out of the guarantees given. Since most of
the commitments are expected to expire withoutde€imwn upon, the total commitment amounts
do not necessarily represent future cash demarnttse maximum potential amount of future
payments represents the notional amounts that dmulibst under the guarantees if there were a
total default by the guaranteed parties, withourtsaderation of possible recoveries under recourse
provisions or from collaterals held or pledged.

The maximum credit exposure of the financial instents held by the Bank equaled the book value
except which analyzed as follows:

June 30
2010 2009
Maximum Maximum
Credit Credit
Iltems Exposure Exposure
Off-balance-sheet credit risk
Credit card commitments for credit card $ 172,359,409 $ 193,063,430
Financial guarantees and standby letter of credit 21,313,885 18,704,117
Undrawn loan commitments 20,279,506 22,507,055

Concentrations of credit risk exist when changesdéonomic, industrial or geographic factors
similarly affect groups of counterparties whoseraggte credit exposure is material in relation to
the Bank’s total credit exposure. The Bank maigai diversified portfolio, limits its exposure to

any one geographic region, country or individuaéditor and monitors the exposure on a
continuous basis. The Bank’s most significant emiations of credit risk were summarized as
follows:

June 30
2010 2009
Maximum Maximum
Credit Credit
Credit Risk Profile by Counterparty Exposure Exposure
Consumer $ 390,160,830 $ 362,011,435
Private sector 277,554,039 232,584,836
Government 29,288,585 8,686,322

$ 697,003,45 $ 603,282,59
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June 30

2010 2009
Maximum Maximum
Credit Credit
Credit Risk Profile by Industry Sector Exposure Exposure
Electricity industry $ 53,253,500 $ 51,861,241
Material and supplies 50,040,644 41,683,370
Wholesale trade and retail business 47,700,095 31,661,816

$ 150,994,23  $ 125,204,427

June 30
2010 2009
Maximum Maximum
Credit Credit
Credit Risk Profile by Region Exposure Exposure
Domestic area $ 638,250,191 $ 555,399,956
Asia 30,843,049 25,267,563
North America 19,750,392 13,465,718

$ 688,843,63 $ 594,133,23
Liquidity risk

As of June 30, 2010 and 2009, the liquidity reseatio was 21.43% and 27.24% respectively.
The Bank has sufficient capital and working captiteéxecute all the obligation of contract and has
no liquidity risk.

The management policy of the Bank is to match endbntractual maturity profile and interest rate

of its assets and liabilities. As a result of tikeertainty, the maturities and interest ratessséts
and liabilities usually didn’t fully match. The ganay result in potential gain or loss.
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The Bank applied appropriate way to group assedsliahilities. The maturity analysis of assets
and liabilities was as follows:

June 30, 2010

Due Between

Due Between Three Months Due Between Due Between
Due in One Month and and Six Months One Year and Due After
One Month Three Months Six Months and One Year Seven Years Seven Years Total

Assets
Cash and cash equivalents $ 9,768,898 $ - $ - $ - $ - $ - $ 9,768,898
Due from the Central

Bank and other banks 59,919,937 10,035,986 3,808,995 - - - 73,764,918
Financial assets at fair

value through profit or

loss 15,094,787 363,593 3,263,534 221,053 885 - 18,943,852
Receivables 18,500,299 16,949,498 2,167,233 1,347,470 9,126,319 - 48,090,819
Discounts and loans 57,711,018 51,704,636 41,972,560 32,270,225 152,607,645 360,490,642 696,756,726
Available-for-sale

financial assets 11,360,633 620,523 98,038 2,483,239 22,643,946 94,659 37,301,038
Held-to-maturity

investments 71,000,000 45,730,568 11,661,390 12,188,003 840,515 81,299 141,501,775
Non-active market debt

instruments - - - - 89,475 2,698 92,173
Hedged derivative

financial assets 8,747 26,309 - 17,458 134,531 - 187,045

243,364,319 125,431,113 62,971,750 48,527,448 185,443,316 360,669,298 1,026,407,244

Liabilities

Call loans and due to

banks 25,846,717 9,208,584 10,807,366 5,468,888 - - 51,331,555
Financial liabilities at fair

value through profit or

loss 7,108,585 278,131 283,058 2,998,350 1,240 - 10,669,364
Securities sold under

agreements to

repurchase 7,034,498 83,735 - - - - 7,118,233
Payables 7,513,227 7,678,164 2,514,747 1,191,894 356,281 - 19,254,313
Deposits and remittances 120,169,315 161,046,473 159,542,555 127,483,050 300,379,074 - 868,620,467
Bank debentures 687,045 1,000,000 - 4,000,000 19,992,708 - 25,679,753
Hedged derivative

financial liabilities - - - - 35,438 - 35,438

168,359,387 179,295,087 173,147,726 141,142,182 320,764,741 - 982,709,123
Net liquidity gap $  75,004,93 $  (53,863,97) $  (110,175,97) $  (92,614,73) $  (135521,42!) $  360,669,29 $ 4369812

June 30, 2009

Due Between

Due Between Three Months Due Between Due Between
Due in One Month and and Six Months One Year and Due After
One Month Three Months Six Months and One Year Seven Years Seven Years Total

Assets
Cash and cash equivalents $ 10,188,782 $ - $ - $ - $ - $ - $ 10,188,782
Due from the Central

Bank and other banks 83,046,879 239,849 1,969,080 820,450 - - 86,076,258
Financial assets at fair

value through profit or

loss 15,787,802 314,271 2,882,766 224,538 117,250 - 19,326,627
Receivables 17,297,549 11,052,015 2,328,099 3,745,649 8,084,739 - 42,508,051
Discounts and loans 67,184,635 49,526,508 26,676,505 18,291,385 106,724,173 334,730,624 603,133,830
Available-for-sale

financial assets 9,006,292 4,549,999 226,966 103,801 26,149,052 1,772,810 41,808,920
Held-to-maturity

investments 127,997,659 6,065,634 1,971,044 108,233 1,365,989 227,401 137,735,960
Non-active market debt

instruments - - - - 98,454 5,799 104,253
Hedged derivative

financial assets 102,537 - 12,866 35,383 218,092 - 368,878

330,612,135 71,748,276 36,067,326 23,329,439 142,757,749 336,736,634 941,251,559

Liabilities

Call loans and due to

banks 10,176,574 8,788,053 10,263,811 6,195,708 - - 35,424,146
Financial liabilities at fair

value through profit or

loss 7,733,899 222,757 90,967 2,813,331 238 - 10,861,192
Securities sold under

agreements to

repurchase 1,167,359 84,318 - - - - 1,251,677
Payables 12,471,957 9,747,457 1,789,000 1,252,250 373,302 - 25,633,966
Deposits and remittances 120,406,616 111,098,192 165,369,839 126,562,960 269,975,539 - 793,413,146
Bank debentures 331,057 500,000 900,000 10,138,168 20,854,364 - 32,723,589
Bonds payable - - - - 4,638,168 - 4,638,168
Hedged derivative

financial liabilities 30,296 - 5,385 - - - 35,681

152,317,758 130,440,777 178,419,002 146,962,417 295,841,611 - 903,981,565
Net liquidity gap $ 17629437 $ (5869250 $ (142,351.67) $ (12363297¢) $ (153,083.86) $ 336,736.63 $  37.269.99
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4) Cash flow risk and fair value risk arising framterest rate fluctuations
Interest rate risk is the risk to earnings and eaitifinancial instruments caused by fluctuatiams i
interest risk. The risk is considered to be matdno the Bank, and the Bank enters into interest
rate swap contracts to manage the risk.

e. Fair value hedge

The Bank enters into interest rate swap contrawdsceoss-currency swap contracts to hedge agaiast t
risk of the interest rate fluctuation of the bambentures and a part of fixed rate loans.

June 30
2010 2009
Hedged ltems Hedging Instruments  Notion Amount Fair Value Notion Amount Fair Value
Bank debentures  Interest rate swap $ 2,400,000 $ 125,139 $ 4,100,000 $ 182,518
Cross currency swap 2,500,000 61,906 3,800,000 148,538
Fixed rate loans Interest rate swap 163,912 (12,117) 358,945 (16,114)

f. Cash flow hedge

The Bank enters into interest rate swap contractgetige against the risk of the interest rate datodn
of the bank debentures.

June 30
2010 2009
Hedged Items Hedging Instruments  Notion Amount Fair Value Notion Amount Fair Value
Bank debentures  Interest rate swap $ 3,600,000 $ (23,321) $ 3,600,000 $ 18,255

34. MARKET RISK CONTROL AND HEDGE STRATEGY

The Bank documents the risk management policietyding overall operating strategies and risks i@nt
philosophy. The Bank’s overall risk managementigeed are to minimize the possibility of potential
unfavorable factors. The board of directors apgsothe documentation of overall risk management
policies and specific risk management policiesjuding exchange rate risk, interest rate risk, itnesk,
derivative instruments transactions and managementbe board of directors reviews the policies
regularly, and reviews the operation to make sueeBank’s policies are executed properly.
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35. ASSET QUALITY, CONCENTRATION OF CREDIT EXTENSIO NS, INTEREST RATE
SENSITIVITY, PROFITABILITY AND MATURITY ANALYSIS OF  ASSETS AND LIABILITIES

a. Statement of capital adequacy

Year June 30,2010 June 30,2009 December 31, 2009 (N9te 4
Analysis Items Standalone Consolidation| Standalone Consolidation| Standalone Consolidation
Tier 1 capital $ 55,744,769 $ 59,294,225| $ 48,016,693| $ 52,651,387| $ 55,794,185| $ 59,325,063
Eligible Tier 2 capital 13,099,995 17,985,798 18,376,342 24,743,350 16,638,503 22,803,690
capital Tier 3 capital - - - - - -
Eligible capital 68,844,764 77,280,023 66,393,035 77,394,737 72,432,688 82,128,753
Standardized approach 598,671,136 643,226,705| 517,963,661| 575,815,677| 558,613,312 605,872,010
Creditrisk | /Mérnal rating - based N/A N/A N/A N/A N/A N/A
approach
Securitization 325,234 979,825 529,307 1,512,902 369,894 1,239,957
Basic indicator
24,656,312 30,157,400 28,963,913 33,814,338 24,656,313 30,157,400
approach
Standardized
Risk-weighted Opgratlonal approach/alternatlve N/A N/A N/A N/A N/A N/A
assets risk standardized
approach
Advanced measurement N/A N/A N/A N/A N/A N/A
approach
Standardized approach 22,986,586 23,361,011 21,963,851 23,528,439 17,685,367 19,226,967
Market risk  |Internal models N/A N/A N/A N/A N/A N/A
approach
Total risk-weighted assets 646,639,268 697,724,941| 569,420,732 634,671,356| 601,324,886| 656,496,334
Capital adequacy rate 10.65% 11.08% 11.66% 12.19% 12.05% 12.51%
Tier 1 risk - based capital ratio 8.62% 8.50% 8.43% 8.29% 9.28% 9.04%
Tier 2 risk - based capital ratio 2.03% 2.58% 3.23% 3.90% 2.77% 3.47%
Tier 3 risk - based capital ratio - - - - - -
Ratios of common stockholders’ equity to total &ssg 4.59% 4.39% 4.64% 4.35% 4.83% 4.56%
Leverage ratio 5.56% 5.59% 4.91% 5.05% 5.69% 5.65%

Note 1: These tables were filled according to “Ratjons Governing the Capital Adequacy Ratio of
Banks” and related calculation tables.

Note 2: The bank shall disclose the capital adegwatio for the current and previous period in
annual financial reports. For semiannual finanaglort, the Bank shall disclose the capital
adequacy ratio for the current period, previousogeand previous year end.

Note 3: The formula:

1) Eligible capital = Tier 1 capital + Tier 2 cagdit- Tier 3 capital.

2) Total risk - weighted assets = Risk-weightedetsfor credit risk + (Capital requirements
for operational risk + Capital requirement for metrksk) x 12.5.

3) Ratio of capital adequacy = Eligible capital@laisk - weighted assets.

4) Tier 1 risk - based capital ratio = Tier 1 calfitotal risk - weighted assets.

5) Tier 2 risk - based capital ratio = Tier 2 caljifotal risk - weighted assets.

6) Tier 3 risk - based capital ratio = Tier 3 caljifotal risk - weighted assets.

7) Ratios of common stockholders’ equity to tosdets = Common stock/Total assets.

8) Leverage ratio = Tier 1 capital/adjusted averagseets (average assets — goodwill,
unamortizd losses on sale of non-performing loarsthe amount deducted from Tier 1

capital according to “Regulations Governing the i@hp\dequacy Ratio of Banks”)

Note 4: Recalculation under the Banking Bureawtatated June 2, 2010 (Ref. No. 09910002650).

-850 -



b. Asset quality

The overdue loans and receivables information pleefer to Table 6-2.

Maturity analysis of assets and liabilities

Maturity Analysis of Assets and Liabilities
June 30, 2010

(In Thousands of New Taiwan Dollars)

Total The Amount of Remaining Period to Maturity
1-30 Days 31-90 Days 91-180 Days 181-365 DaysOver 1 Year
Main capital inflow on
maturity $ 975,014,893 $ 232,288,361 $ 116,407,041 $ 53,704,358 $ 45,361,011 $ 527,254,122
Main capital outflow on
maturity 992,194,199 158,692,600 162,069,141 160,694,731 145,131,347 365,606,380,
Gap (17,179,306) 73,595,761 (45,662,100) (106,990,373 (99,770,336 161,647,742

Note:

the Bank (i.e. exclude foreign currency).

Maturity Analysis of Assets and Liabilities
June 30, 2010

(In Thousands

The above amounts include only New Taiwahad@mounts held in the onshore branches of

of U.S. Dollars)

The Amount of Remaining Period to Maturity

Total 1-30 Days 31.90 Days | 91-180 Day$ _ 181-365 DaysOver 1 Year
Main capital inflow on
maturity $ 0487986 $ 3,756,989 $ 1,815666| $ 1578133] $  590434| $ 1,746,764
Main capital outflow on
maturity 9,521,637 4,192,939 2,094,235 941,469 463,993 1,829,001
Gap (33,651 (435,950 (278,569 636,664 126,441 (82,237

Note 1: The above amounts are book value held éytishore branches and offshore banking unit of
the Bank in U.S. dollars, without off-balance amisuior example, the issuance of negotiable

certificate of deposits, bonds or stocks).

Note 2:

Maturity Analysis of Assets and Liabilities
June 30, 2009

If the overseas assets amount to at |€3gt df the total assets, there should be additional
disclosures.

(In Thousands of New Taiwan Dollars)

The Amount of Remaining Period to Maturity

Total 1-30 Days 3190 Days | 91-180 Day$ _ 181-365 DaysOver 1 Year
Main capital inflow on
maturity $ 873,716,328 $ 265,975,537 $ 72,688,110 $ 37,450,150| $ 34,416,844 $ 463,185,687
Main capital outflow on
maturity 882,850,731 150,451,079 115569,111] 145,127,260  137,496,812] 334,206,469
Gap (9,134,403) 115524,458  (42,881,001) (107,677,110) (103,079,968) 128,979,218
Note: The above amounts include only New Taiwatad@mounts held in the onshore branches of

the Bank (i.e. exclude foreign currency).
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e.

Maturity Analysis of Assets and Liabilities

June 30, 2009

(In Thousands of U.S. Dollars)

Total The Amount of Remaining Period to Maturity
1-30 Days 31-90 Days 91-180 Days 181-365 DaysOver 1 Year
Main capital inflow on
maturity $ 6,739,444 $ 3,362,984 $ 1,632,209 $ 572,155| $ 459,958 $ 712,142
Main capital outflow on
maturity 6,873,464 2,996,754 1,793,498 871,384 454,762 757,066
Gap (134,016 366,230 (161,289 (299,229 5,196 (44,924

Note 1: The above amounts are book value held dptishore branches and offshore banking unit of
the Bank in U.S. dollars, without off-balance amisuffior example, the issuance of negotiable
certificate of deposits, bonds or stocks).

Note 2: If the overseas assets amount to at l€¥ét df the total assets, there should be additional
disclosures.
Profitability
(%)
Six Months Six Months
ltems Ended Ended
June 30, 2010| June 30, 2009
Return on total assets Before income tax 0.22 (0.04)
After income tax 0.15 (0.09)
Return on net worth Before income tax 3.58 (0.64)
After income tax 2.39 (1.54)
Profit margin 19.02 (14.84)

Note 1:

Note 2:

Note 3:

Note 4:

Interest rate sensitivity information

Profit margin = Income after income taxélotet revenues

Interest Rate Sensitivity

June 30, 2010

(In Thousands of New Taiwan Dollars, %)

Return on net worth = Income before (afitecpme tax/Average net worth

Return on total assets = Income beforer(aficome tax/Average total assets

1 to 90 Days 91 to 180 Days | 181 Days to One|
Items (Included)y (Included) Y Year (Ir):cluded) Over One Year Total
Interest-rate sensitive assets $ 594,869,813 43780,853 $ 51,086,293 $ 109,371,272 $ 1I99B1
Interest-rate sensitive liabilities 338,357,193 370,268,601 45,555,003 16,117,505 BR)3D2
Interest-rate sensitive gap 256,512,320 (Bh748) 5,531,290 93,253,767 28,809,614
Net worth 63,345,813
Ratio of interest-rate sensitive assets to liaedit 103.74%
Ratio of interest-rate sensitive gap to net worth 45.48%
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Interest Rate Sensitivity
June 30, 2009

(In Thousands of New Taiwan Dollars, %)

1 to 90 Days 91 to 180 Days | 181 Days to One|
Items (Included)y (Included) Y Year (Ir):cluded) Over One Year Total
Interest-rate sensitive assets $ 604,328,250 21$790,701 $ 27,867,777 $ 58,812,5¢ $ 72708
Interest-rate sensitive liabilities 241,851,938 359,245,936 72,462,665 20,194,3% RBE04
Interest-rate sensitive gap 362,476,312 (355,235) (44,594,888) 38,618,211 19,044,400
Net worth 56,769,729
Ratio of interest-rate sensitive assets to liaedit 102.75%
Ratio of interest-rate sensitive gap to net worth 33.55%

Note 1: The above amounts include only New Taiwallad amounts held by the onshore branches of
the Bank (i.e. exclude foreign currency). In coiapte with Central Bank's supervision
policies, the above data is prepared for off-sigmitoring by 15th of next month.

Note 2: Interest-rate sensitive assets and lisdslimean the revenues or costs of interest-earnings

assets and interest-bearing liabilities affectechbgrest-rate changes.

Note 3:

Note 4:

sensitive liabilities (in New Taiwan dollars).

Interest Rate Sensitivity
June 30, 2010

Interest-rate sensitive gap = Interest-satesitive assets - Interest-rate sensitive liadmsli

Ratio of interest-rate sensitive asset&tnlities = Interest-rate sensitive assets/Inderate

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

1 to 90 Days

91 to 180 Days

181 Days to One

Items (Included) (Included) Year (Included) Over One Year Total
Interest-rate sensitive assets $ 3,844,500 $2,240 $ 90,899 $ 279,024 $ 4,656,668
Interest-rate sensitive liabilities 2,269,431 2,170,236 213,768 13 4,653,450
Interest-rate sensitive gap 1,575,06}¢ (1998, (122,869) 279,011 3,213
Net worth 49,933
Ratio of interest-rate sensitive assets to liaegit 100.07%
Ratio of interest-rate sensitive gap to net worth 6.43%

Interest Rate Sensitivity
June 30, 2009

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

1 to 90 Days 91 to 180 Days | 181 Days to One|
Items (Included)y (Included) 1 Vear (Ir)1/c|uded) Over One Year Total
Interest-rate sensitive assets $ 4,043,919 $ 6,420 $ 50,629 $ 529,873 $ 4,870,851
Interest-rate sensitive liabilities 2,061,717 2,185,496 184,773 130 4,432,116
Interest-rate sensitive gap 1,982,202 (1059, (134,144) 529,743 438,73%
Net worth 76,923
Ratio of interest-rate sensitive assets to liaedit 109.90%
Ratio of interest-rate sensitive gap to net worth 570.36%

Note 1: The above amounts include only USD amotneis by the onshore branches, OBU and
offshore branches of the Bank, and exclude contingssets and contingent liabilities. In
compliance with Central Bank’s supervision policidge above data is prepared for off-site
monitoring by 15th of next month.

Note 2: Interest-rate sensitive assets and ligslitnean the revenues or costs of interest-earnings

assets and interest-bearing liabilities affectethbgrest-rate changes.

Note 3: Interest-rate sensitive gap = Interestsatesitive assets - Interest-rate sensitive lisdsli

Ratio of interest-rate sensitive assetgatmnlities = Interest-rate sensitive assets/Irgerate
sensitive liabilities (in U.S. dollars)

Note 4:
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f.

Concentration of credit extensions

June 30, 2010

(In Thousands of New Taiwan Dollars, %)

Rank Total (_:redit Percentage of
(Note 1) Industry Category (Note 2) Consists of | Net Worth (%)
Loans (Note 3) (Note 4)
1 A Group (Plastics) $12,542,376 20.11%
2 B Group (Computer and peripheral equipment) 945D 14.87%
3 C Group (Other electronic) 8,994,028 14.42%
4 D Group (Optoelectronic) 6,705,364 10.75%
5 E Group (Trading and consumers' goods industry) ,80(000 9.30%
6 F Group (Building material and construction) 8306 8.88%
7 G Group (Cotton and Textile) 5,516,69Y 8.85%
8 H Company (Non-profit organization) 4,712,500 6Pb
9 | Group (Finance and lease) 3,409,785 5.479
10 J Company (Metal product) 2,321,568 3.72%
June 30, 2009
(In Thousands of New Taiwan Dollars, %)
Rank Total (_Zredit Percentage of
(Note 1) Industry Category (Note 2) Consists of | Net Worth (%)
Loans (Note 3) (Note 4)
1 A Group (Plastics) $12,195,568 21.61%
2 B Group (Optoelectronic) 6,493,826 11.51%
3 C Group (Other electronic) 6,323,414 11.20%
4 D Group (Building material and construction) OO 9.32%
5 E Group (Non-profit organization) 4,755,500 8.43%
6 F Group (Building material and construction) 49207 7.73%
7 G Group (Cotton and Textile) 4,043,099 7.16%
8 H Group (Computer, electronic and optic) 3,928,47 6.95%
9 | Company (Optoelectronic) 3,877,753 6.87%
10 J Group (Telecommunication) 3,289,168 5.83%
Note 1: Ranking top ten groups (excluded the gowent or state - owned utilities) accounting to

Note 2:

Note 3:

Note 4:

total credit consists of loans.

Groups were regulated in the SupplemenBagvisions to the Taiwan Stock Exchange
Corporation Rules for Review of Securities Listihgsv Article 6.

Total credit consists of loans were to&dizach credit (included import bill negotiated,
export bill negotiated, discounts, overdrafts, she@m loans, short-term secured loans,
marginal receivables, medium-term loans, mediumtesecured loans, long-term loans,
long-term secured loans, and nonperforming loaesghange bills negotiated, accounts
receivable - without recourse factoring, acceptameeeivable, and grantees issued.

Net worth of previous year-end.
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36. TRUST BUSINESS UNDER THE TRUST LAW
a. Balance sheets, income statement and trustmiespef trust accounts

These statements were managed by the Bank’'s Tregarbnent. However, these items were not
included in the Bank’s financial statements.

Balance Sheets of Trust Accounts
June 30, 2010 and 2009

(In Thousands of New Taiwan Dollars)

June 30
2010 2009
Financial Assets Financial Assets
Other Trust and Real Estate Other Trust and Real Estate
Business Trust Plan Total Business Trust Plan Total

Trust assets
Bank deposits $ 5896935 $ 1,847,832 $ 7,744,767 $ 4,337,125 $ 7,893,126 $ 12,230,251
Bonds 13,470,305 897,628 14,367,933 20,393,439 2,183,185 22,576,624
Stocks 6,239,701 - 6,239,701 8,884,810 - 8,884,810
Funds 116,532,134 - 116,532,134 95,613,502 - 95,613,502
Receivables 18 1,188 1,206 5,566 20,957 26,523
Prepayments 5 13,602 13,607 6 21,566 21,572
Real estate

Land 8,052,786 3,538,574 11,591,360 5,460,256 3,538,574 8,998,830

Buildings 744,109 1,364,856 2,108,965 356,419 1,364,856 1,721,275

Construction in

process 5,268,203 - 5,268,203 4,334,817 - 4,334,817

Securities under

custody 134,620,743 - 134,620,743 152,289,327 - 152,289,327
Other assets - 76,831 76,831 - 77,035 77,035

Total trust assets 290,824,93 7,740,51 298,565,45 $ 291,675.26 $ 15.099,29 $ 306,774,56

Trust liabilities

Payables $ - $ 3,495 $ 3,495 $ 25 $ 3,285 $ 3,310
Advance receipts - 16,761 16,761 - 15,973 15,973
Other liabilities - 20,908 20,908 - 20,171 20,171
Payable on securiti¢

under custody 134,620,743 - 134,620,743 152,289,327 - 152,289,327
Trust capital 153,990,758 6,492,400 160,483,158 137,605,354 13,930,022 151,535,376
Reserves and

cumulative

earnings

Reserves - 71,184 71,184 - 71,184 71,184

Net income (loss) 230,456 48,716 279,172 (106,585) 98,647 (7,938)

Cumulative

earnings 2,148,753 623,617 2,772,370 1,940,252 496,587 2,436,839

Deferred amount (165,771) - (165,771) (53,106) - (53,106)
Unrealized

revaluation

increment on land - 463,430 463,430 - 463,430 463,430

Total trust liabilities 290,824,93 7,740,51 298,565,45 291,675,26 15,099,29 306,774,56
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Trust Income Statement
Six months ended June 30, 2010 and 2009

(In Thousands of New Taiwan Dollars)

Six Months Ended June 30
2010 2009
Financial Financial
Assets and Assets and
Other Trust Real Estate Other Trust Real Estate
Business Trust Plan Total Business Trust Plan Total

Trust income

Interest income $ 122,437 $ 13,245 $ 135,682 $ 166,944 $ 123,713 $ 290,657

Rental income - 104,910 104,910 - 103,543 103,543

Gains from beneficiary

certificates 113 - 113 3,725 - 3,725

Realized investment income 172,099 - 172,099 71,131 - 71,131

Total trust income 294,649 118,155 412,804 241,800 227,256 469,056
Trust expense

Trust administrative

expenses 2,183 853 3,036 2,297 2,234 4,531

Tax expenses 11,973 6,942 18,915 17,219 7,533 24,752

Interest expenses - 59,891 59,891 - 116,628 116,628

OTC expenses - 956 956 - 993 993

Marketing expenses - - - 1,675 - 1,675

Realized investment loss 49,831 - 49,831 326,507 - 326,507

Unrealized investment loss - - - 116 - 116

Others 206 797 1,003 571 1,221 1,792

Total trust expense 64,193 69,439 133,632 348,385 128,609 476,994
Income (loss) before income

tax 230,456 48,716 279,172 (106,585) 98,647 (7,938)
Income tax expense - - - - - -
Net income (loss) $ 230,45t $ 48,71t $ 279,17. $(106,58Y) $ 98,64 $ (7,939

Investment Portfolio

Bonds
Stocks
Funds

Asset pool of financial asset securitization

Asset pool of real estate securitization
Real estate

Land

Buildings

Construction in process
Securities under custody

Trust Properties of Trust Accounts
June 30, 2010 and 2009

(In Thousands of New Taiwan Dollars)

June 30
2010 2009
Book Value Note Book Value Note

$ 13,470,305 $ 20,393,439
6,239,701 8,884,810
116,532,134 95,613,502
897,628 2,183,185
4,903,430 4,903,430
8,052,786 5,460,256
744,109 356,419
5,268,203 4,334,817
134,620,743 152,289,327

$ 290,729,03 $ 294,419,18

b. The contents of operations of the trust businesier the Trust Law please refer to Note 1.

37. CROSS-SELLING INFORMATION

For the six months ended June 30, 2010 and 20@9B#mk charged SinoPac Securities for $2,482 and

$970, respectively, as marketing and opening adsoun
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38. ADDITIONAL DISCLOSURES

a. and b. Following are the additional disclosuezsuired by the Securities and Futures Bureauher t

C.

Bank and investees:
1) Financing provided: NA;
2) Endorsement/guarantee provided: NA,
3) Marketable securities held: Table 1;

4) Marketable securities acquired and disposedtafosts or prices of at least NT$300 million 6#4
of the issued capital: None;

5) Acquired and disposed of investee investmenosit or prices of at least NT$300 million or 106 o
the issued capital: Table 2;

6) Acquisition of individual real estate at costsat least NT$300 million or 10% of the issueditap
None;

7) Disposal of individual real estate at pricesabfeast NT$300 million or 10% of the issued capit
None;

8) Financial asset securitization: None;
9) Allowance for service fees to related-partiemanting to at least NT$5 million: None;

10) Receivables from related parties amounting teast NT$300 million or 10% of the issued capital
Table 3;

11) Sale of nonperforming loans: None;
12) The information of investees: Table 4;

13) Other significant transactions which may aftet decisions of users of financial reports: &dbl
and 6;

14) Derivative financial transactions: Except theclosure in other footnotes, the derivative fitiah
instruments of the Bank are disclosed in Notes3aid Table 5-2, and the derivative financial
instrument transactions of Far East National BAREKB”, a wholly owned subsidiary of SinoPac
Bancorp, which is a wholly owned subsidiary of Bank) are disclosed in Table 5-7.

Information related to investment in Mainlandi@h None.
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BANK SINOPAC AND INVESTE

MARKETABLE SECURITIES HELD
JUNE 30, 2010

ES

(In Thousands of New Taiwan Dollars or Share)

TABLE 1

June 30, 2010
Name of Holding Company Type and Name of Marketable Securities Relanship Financial Statement Account Shares/Units/ Carrying Percentage of Market Value or Note
Amount . Net Asset Value
Face Amount Ownership
(Note 1) (Note 1)
SinoPac Bancorp Stock
Far East National Bank Subsidiary Equity investments - equity method 2,542 $ 8,354,215 100% $ 8,354,215 Note 2
Far East Capital, LLC Subsidiary Equity investments - equithoukt - 30,147 100% 30,147 Note 2
SinoPac Capital Limited (H.K.) Stock
SinoPac Capital (B.V.l.) Ltd. Subsidiary Equity investments - equéthod 4,450 34,397 100% 53,041 Note|2
SinoPac Insurance Brokers Ltd. Subsidiary Equity investments - eqeibod 100 1,244 100% 138,882 Note 2
Fund
China Enterprise Capital - Unquoted equity investments 0.02 32,149 - 32,149 Note 3
SinoPac Capital (B.V.1.) Ltd. Stock
RSP Information Service Company Limited Subsidiary Equity invesne=quity method 1,000 4,138 100% 4,601 Notef?
SinoPac Property Insurance Agent Co., LiBond
Government bond 88-3 - Guarantee deposits 600 636 - 780 Pledge
SinoPac Life Insurance Agent Co., Ltd. Bond
Government bond 88-3 - Guarantee deposits 600 636 - 780 Pledge

Note 1: Foreign-currency amounts were translated to New Taiwangdalltre exchange rate as of the balance sheet date.

Note 2: Net asset values were based on the investees’ audited fistateiments for the latest period.

Note 3: Net asset values were based on the carrying amounts.
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BANK SINOPAC AND INVESTEES

ACQUIRED AND DISPOSED OF INVESTEE INVESTMENT AT COS T OR PRICES OF AT LEAST NT$300 MILLION OR 10% OF TH E ISSUED CAPITAL

(MARKETABLE SECURITIES ACQUIRED AND DISPOSED OF, AT COST OR PRICES OF AT LEAST NT$300 MILLION OR 10% O F THE ISSUED CAPITAL)
FOR THE SIX MONTHS ENDED JUNE 30, 2010
(In Thousands of New Taiwan Dollars, Unless Othenge Stated)

TABLE 2

Type and Name of Beginning Balance Acquisition Disposal Ending Balance
Company Name Marketable Securities Account Counter-party Nature of Relationship Units Amount Units Amount Units Amount Carrying Value gizg]ozgl Units Amount
Stock
Bank SinoPac SinoPac Bancorp Unquoted of equitystments - Subsidiary of the Bank -8 - 1,80C | $ 1,43437 -1 $ - 1,80C | $ 1,434,37
SinoPac Bancorp Far East National Bank Investnrestibsidiaries - Overseas affiliate of the Bpank 23C | US$ 162,89 2,31z | US$ 75,00( - - 2,547 | US§ 237,89
thousan thousand thousand
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TABLE 3

BANK SINOPAC AND INVESTEES

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$300 M ILLION OR 10% OF THE ISSUED CAPITAL
JUNE 30, 2010
(In Thousands of New Taiwan Dollars)

Turnover Overdue Amounts Received Allowance for
Company Name Related Party Relationship Ending Balance Rate Amount Action Taken in S;gfiﬁguent Bad Debts
Bank SinoPac SinoPac Financial Holdings |The parent company of the Bank  $ 1,145,824 (Note)- $ - - $ - $ -
Company Limited

Note: Mostly receivables resulted from the use of the linkedytatem and receivables from related parties.
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BANK SINOPAC AND INVESTEES

INFORMATION ON INVESTED ENTERPRISES

SIX MONTHS ENDED JUNE 30, 2010

(In Thousands of New Taiwan Dollars or Share, UnlesOtherwise Stated)

TABLE 4

Balance as of June 30, 2010 Consolidated Investment —
Investee Company Location Main Businesses and Prodis Imitated Sl Note
Percentage of . Investment Shares Percentage of
Ownershi Carrying Amount Gains (Loss Shares Shares Ownershi
p (Loss) p
Financial related enterprise
SinoPac Bancorp California Holding company 100.00% $ 5,725,718 $ (847,604) 20 0 2 100.00% Subsidiary
SinoPac Capital Limited (H.K.) Hong Kong Lendingddimancing 100.00% 1,261,885 11,939 229,998 29,298 100.00% Subsidiary
SinoPac Life Insurance Agent Co., Ltd. Taipei lifsurance agent 100.00% 333,190 277,592 300 300 0.a% Subsidiary
SinoPac Property Insurance Agent Co., Ltd. Taipei ropBrty insurance agent 100.00% 21,727 15,583 300 30D 0% Subsidiary
SinoPac Bancorp California Holding company 100.00% 1,434,375 - 1,800 1,800 0.00% Note 2
Global Securities Finance Corporation Taipei Seiasrfinancing 2.63% 173,496 - 19,712 19,712 2063
Taipei Foreign Exchange Inc. Taipei Foreign exchange market maker 3.43% 6,800 2,173 680 68( 3.43%
Taiwan Futures Exchange Taipei Futures exchangsettidment 1.07% 21,490 - 4,720 4,72( 1.88%
Fuh Hwa Securities Investment Trust Co., Ltd Taipe Securities investment trust and consultant 4.63% 15,000 8,700 1,500 1,500 4.63%
Financial Information Service Co., Ltd. Taipei Parg and developing the information system of estwanking 2.28% 91,000 - 9,100 9,10( 2.28%
institution and managing the information web system

Taiwan Asset Management Corporation Taipei Evatgatauctioning, and managing for financial instdos’ loan 0.28% 50,000 - 5,000 5,00( 0.28%
Mondex Taiwan Inc. Taipei Information process segsi 6.69% 4,935 - 395 395 6.69%
Taiwan Financial Asset Service Co. Taipei Auction 5.88% 100,000 - 10,000 10,000 %88
Sunny Asset Management Corp. Taipei Purchasing for financial institutions’ loassets 1.42% 164 110 81 85 1.42%
Taiwan Depository and Clearing Co. Taipei Secugitiestodian 0.08% 4,639 - 2,232 2,232 0.75%
Nonfinancial related enterprise
Taiwan Television Enterprise, Ltd. Taipei Wireléskevision company 4.84% 20,983 - 13,991 13,991 4.99%

Note 1:

Note 2:

Bank SinoPac acquired 1,800 thousand sbémeferred stocks of SinoPac Bancorp, recordeahguoted equity instruments in January 2010.
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BANK SINOPAC

TABLE 5-1

FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)
June 30
2010 2009
Held-for-trading financial assets
Bank debentures $ 2,600,56: $ 1,984,66
Corporate bonds 1,477,14 1,781,92.
Government bonds 1,046,59 396,12¢
Listed stocks 736,97: 18,92(
Beneficiary certificates 633,65: 1,539,94
Convertible bonds 325,93: 461,93.
Depository receipt 13,68t -
Collateralized debt obligations 1,02¢ 100,88:
Derivative financial assets
Interest rate swaps 7,728,84. 8,154,33
Forward contracts 1,839,38 2,494,60.
Premium paid on option contracts 1,338,29 491,99(
Currency swap contracts 65,65 60,24
Others 37,17 50,02¢
17,844,89 17,535,60
Financial assets designated at fair value througfit r loss
Hybrid product
Convertible bonds 520,529 613,539
Corporate bonds 314,176 592,954
Credit linked notes - 352,875
A group of financial instruments is managed angégormance is
evaluated on a fair value basis
C equity interest in VISA Inc. 168,562 151,066
B equity interest in Master Card Inc. 95,687 80,590
1,098,954 1,791,024
Total of financial assets at fair value throughfiprar loss $ 18,943,852 $ 19,326,627
Held-for-trading financial liabilities
Derivative financial liabilities
Interest rate swaps $ 7,703,817 $ 8,165,532
Forward contracts 1,776,415 1,973,512
Premiums received on option contracts 1,040,513 537,683
Currency swap contracts 67,672 84,655
Credit default swaps 49,557 73,920
Others 31,390 25,890
$ 10,669,364 $ 10,861,192
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BANK SINOPAC

TABLE 5-2

CONTRACT AMOUNTS OF OUTSTANDING DERIVATIVE TRANSACT IONS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)
June 30
2010 2009

Interest rate swap contracts $ 847,641,642 $ 756,424,731
Currency swap contracts 288,729,865 230,025,913
Options

Long position 66,702,111 30,200,370

Short position 68,342,589 38,553,740
Forward contracts

Long position 23,271,415 15,389,442

Short position 12,643,831 1,207,255
Non-deliverable forward contracts

Long position 124,532,535 81,797,167

Short position 122,629,324 80,443,909
Cross-currency swap contracts 3,398,814 1,108,050
Assets swap contracts 1,581,622 2,565,095
Credit default swap contracts 1,100,000 1,100,000
Equity-linked swap contracts 33,366 719,371
Commodity-linked swap contracts 464,375 -
Futures

Interest rate futures long position 617,018 92,606

Interest rate futures short position 903,784 -
Credit linked swap contracts 2,500,000 3,300,000
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TABLE 5-3

BANK SINOPAC

AVAILABLE-FOR-SALE FINANCIAL ASSETS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

June 30
2010 2009

Government bonds $ 12,449,386 $ 25,204,198
Commercial paper 10,637,509 13,579,302
Corporate bonds 6,414,472 103,424
Bank debentures 6,286,364 1,181,797
Government sector bonds 1,377,742 954,356

Listed stocks 135,565 -
Collateralized debt obligations - 916,989
Negotiable certificates of deposit - 599,775
Acceptance payable - 12,638
37,301,038 42,552,479
Less: Accumulated impairment - 743,559
$ 37,301,038 $ 41,808,920
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TABLE 5-4

BANK SINOPAC

HELD-TO-MATURITY INVESTMENTS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

June 30
2010 2009

Negotiable certificates of deposit $ 140,076,390 $ 135,496,908
Corporate bonds 840,515 840,173
Government bonds 337,735 353,499
Bank debentures 110,604 583,449
Floating rate notes 82,910 250,585
Collateralized debt obligations 53,621 260,573

141,501,775 137,785,187
Less: Accumulated impairment - 49,227

$ 141,501,775 $ 137,735,960
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BANK SINOPAC

OTHER FINANCIAL ASSETS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

TABLE 5-5

Unquoted equity instruments
Oversea unlisted equity investments - preferrecksto
Unlisted equity investments - common stock

Non-active market debt instruments
Collateralized debt obligations
Mortgage backed securities
Structured investment vehicles

Less: Accumulated impairment

Others
Issued commodities purchased from PEM Group
Guarantee deposits
Hedging derivative financial instruments
Guarantee of futures and options
Short-term advancement
Bills purchased
Nonperforming receivables transferred from othanttoans, net
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June 30

2010 2009
$ 1,434,37 $ -
488,50 488,50
1,922.,88. 488,50°
89,47! 98,45:
2,69¢ 5,79¢
- 328,18
92,17: 432,43¢
- 328,18
92,17: 104,252
4,284,69 -
880,95:¢ 1,230,50!
187,04! 368,87¢
144,45( 129,37!
5,84: 80,59:
2,88 18¢€
1,47¢ 1,64¢
5,507,35! 1,811,18
$ 752241 $ 2,403,94.



BANK SINOPAC

BANK DEBENTURES
JUNE 30, 2010 AND 2009

(In Thousands of New Taiwan Dollars)

TABLE 5-6

Dominant bank debentul

Fifth dominant bank
debentures issued in 2003

First dominant bank
debentures issued in 2004

Second dominant bank
debentures issued in 2004

Eighth dominant bank
debentures issued in 2004

Twelfth dominant bank
debentures issued in 2004

Fourteenth dominant bank
debentures issued in 2004

Fifteenth dominant bank
debentures issued in 2004

Dominant bank debentures

Subdominant bank debentures

Second subordinated bank
debentures issued in 2003

First subordinated bank
debentures issued in 2004
(A

First subordinated bank
debentures issued in 2004
(B)

First subordinated bank
debentures issued in 2004
©

Second subordinated bank
debentures issued in 2004

First subordinated bank
debentures issued in 2005

First subordinated bank
debentures issued in 2008

June 30

2010 2009
$ 1,026,309 $ 1,029,620
- 502,078
- 305,402
517,458 523,916
- 516,786
508,746 528,038
521,007 559,638
2,573,520 3,965,478
- 3,600,000
- 500,000
- 600,000
- 418,597
- 500,000
3,000,000 3,000,000
1,513,008 1,546,315

Maturity Date

2003.08.11-2010.08.11
Principal is repayable on
maturity date.
2004.04.26-2009.10.26
Principal is repayable on
maturity date.
2004.04.28-2009.10.28
Principal is repayable on
maturity date.
2004.05.21-2011.05.21
Principal is repayable on
maturity date.
2004.06.15-2010.06.15
Principal is repayable on
maturity date.
2004.07.09-2010.07.09
Principal is repayable on
maturity date.
2004.07.13-2011.07.13
Principal is repayable on
maturity date.

2004.03.18-2009.12.18
Principal is repayable on
maturity date.
2004.09.14-2009.09.14
Principal is repayable on
maturity date.
2004.09.14-2009.12.14
Principal is repayable on
maturity date.
2004.09.14-2010.06.14
Principal is repayable on
maturity date.
2004.09.14-2010.06.14
Principal is repayable on
maturity date.

2005.12.13-2011.06.13
Principal is repayable on
maturity date.

2008.03.17-2013.09.17
Principal is repayable on
maturity date.
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Terms

Floating rate.
semiannually.

Interest is paid

Floating rate. Interest is paid
semiannually with simple interest
based on actual days.

Floating rate. Interest is paid
semiannually.

Floating rate. Interest is paid
semiannually with simple interest
based on actual days.

Floating rate. Interest is paid
semiannually with simple interest
based on actual days.

Floating rate. Interest is paid
semiannually.

Floating rate.
semiannually.

Interest is paid

Fixed interest rate of 2.3%.
Interest is paid semiannually.

Floating rate.
semiannually.

Interest is paid

Floating rate.
quarterly.

Interest is paid

Floating rate.
quarterly.

Interest is paid

Index rate plus 0.50%. Interestr
is reset semiannually since the
issuance date. Interestis paid
semiannually.

Index rate plus 0.35%. Interestr
is reset semiannually since the
issuance date. Interestis paid
semiannually.

Fixed interest rate of 3.05%, interest
is paid annually.

(Continued)



June 30

2010 2009

Second subordinated bank $ 4,498,324 $ 4,498,001
debentures issued in 2008

(A)

Second subordinated bank 499,814 499,778
debentures issued in 2008
(B)

Third subordinated bank 3,598,649 3,598,309
debentures issued in 2008

First subordinated bank 5,597,501 5,597,111
debentures issued in 2009

Second subordinated bank 2,199,008 2,200,000
debentures issued in 2009
(A

Second subordinated bank 2,199,929 2,200,000
debentures issued in 2009
(B)

Subdominant bank debentures_ 23,106,233 28,758,111

$ 25,679,95. $ 32,723,58

Maturity Date

2008.03.25-2015.03.25
Principal is repayable on
maturity date.
2008.03.25-2015.03.25
Principal is repayable on
maturity date.
2008.09.09-2014.03.09
Principal is repayable on
maturity date.
2009.04.29-2016.04.29
Principal is repayable on
maturity date.
2009.06.23-2015.06.23
Principal is repayable on
maturity date.
2009.06.23-2017.06.23
Principal is repayable on
maturity date.

- 68 -

Terms

Index rate plus 1%. Interest rate is
reset quarterly since the issuance
date and paid annually.

Fixed interest rate of 3.2%, interest
is paid annually.

Index rate plus 0.95%. Interestr
is reset quarterly since the
issuance date and paid annually.

Fixed interest rate of 2.8%, interest
is paid annually.

Fixed interest rate of 2.7%, interest
is paid annually.

Fixed interest rate of 2.9%, interest
is paid annually.

(Concluded)



TABLE 5-7

BANK SINOPAC

DERIVATIVE FINANCIAL INSTRUMENT TRANSACTIONS
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

FENB engages in derivative financial instrumenhsictions mainly for accommodating customers’ negds
managing its exposure positions.

FENB is exposed to credit risk if the counter-petdefault on the contracts on maturity date. FENErs
into contracts with customers that have satisftedciedit approval process and have provided tlvessary
collateral. Transactions are made within eachomnet’'s credit line; guarantee deposits may be redui
depending on the customer’s credit standing. TBetens with other banks are made within the trgudiimit
set for each bank based on the bank’s credit ratimtjits worldwide ranking. The associated cradk has
been considered in the evaluation of provisiorcfedit losses.

As of June 30, 2010 and 2009, the contract amofant:iotional amounts), credit risks and fair valuwés
outstanding contracts were as follows:

June 30, 201
Contract
(Notional)
Financial Instruments Amount Credit Risk Fair Value
For tre purpose of accommodating customers’ ni
or managing FENB'’s exposures:
Forward cintracts
Long positiol $ 141,225 $ 6,745 $ (4,300)
Short positiol 140,486 6,710 (3,560)
Non-deliverable forward contract
Long positior 82,475 4,087 (496)
Short positiol 82,475 4,087 (545)
June 30, 200
Contract
(Notional)
Financial Instruments Amount Credit Risk Fair Value
For the purpose of accommodating customers’s
or managing FENB’s exposures:
Forward contrac
Long positiol $ 164,570 $ 12,343 $ 5,076
Non-deliverable forward contract
Long positiol 17,887 1,789 60
Short positiol 17,887 1,789 8

The fair value of each contract is determined enlhsis of quotations from Reuters or the Teldrdtemation
System.

(Continued)
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The notional amounts of derivative contracts aredusolely for the purpose of calculating receivald&d
payables to all contract parties. Thus, the nafiammounts do not represent the actual cash inflows
outflows. The possibility that derivative finankiastruments held or issued by FENB cannot be sld
reasonable prices is remote; thus, no significash@demand is expected.

(Concluded)
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BANK SINOPAC

STATEMENT OF CHANGES IN ALLOWANCE FOR CREDIT LOSS
SIX MONTHS ENDED JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars)

TABLE 6-1

Six Months Ended June 30, 2010

Non-performing

Receivables
Discounts and Loans Transferred Provisions for

Specific General Account from Other Acceptance anc Other

Reserve Reserve Subtotal Receivable Than Loans Guarantees  Financial Assets Other Assets Total
Balance, January 1 $ 2,286,48 $ 2,773,39 $ 5,059,87 $ 404,89 $ 825,80t $ 31 $ 63,041 $ 723 $ 6,354,37
Provision 327,91. 288,18t 616,09¢ 70,41t 378,65 14¢ 7,000 - 1,072,31
Write-off (1,16377%) - (1,163,77) (213,499) (939,51 - (15,924) - (2,332,70)
Recovery of written-off credits 22,76 - 22,76 143,60t - - 342 - 166,71.
Reclassifications 291,19« (291,194) - - - - - - -
Result from change of effects of exchange rate changes 8,69 - 8,69« (302) (18,65¢) - (299) - (10,569
Others - - - - (1,039 - - - (1,039
Balance, June 30 $ 1,773,27. $ 2,770,38 $ 4,543,65 $ 405,12 $ 245,25: $ 18C $ 54,160 $ 723 $ 5,249,09

Six Months Ended June 30, 2009
Non-performing
Receivables
Discounts and Loans Transferred Provisions for

Specific General Account from Other Acceptanceand Other

Reserve Reserve Subtotal Receivable Than Loans Guarantees  Financial Assets Other Assets Total
Balance, January 1 $ 3,399,78! $ 3,063,27. $ 6,463,05 $ 519,20¢ $ 307,84t $ 32 $ - $ 140 $ 7,290,28:
Provision 1,026,59. 288,57 1,315,17 366,88: 1,827 - - - 1,683,88:
Write-off (1,797,22) - (1,797,22) (509,26)) (174,729 - - - (2,481,21)
Recovery of written-off credits 7,95¢ - 7,95¢ 124,09 - - - - 132,05:
Reclassifications (758,77() 100,90: (657,869 644,13: 13,73¢ - - - -
Result from change of effects of exchange rate changes (7,870 - (7,870 (4) (19¢) - - - (8,072
Others - - - - (1,369 - - - (1,369
Balance, June 30 $ 1,870,46 $ 3,452,75 $ 5,323,21 $ 1,145,05: $ 147,11¢ $ 32 $ - $ 140 $ 6,615,56.
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TABLE 6-2

BANK SINOPAC

OVERDUE LOANS AND RECEIVABLES
JUNE 30, 2010 AND 2009
(In Thousands of New Taiwan Dollars, %)

June 30, 2010 June 30, 2009
Non-performing : Loan Loss . : Loan Loss
Items Loan (NPL) Total Loans N(FI)\ILotz aél)o Reserves Cov((ilrg?eegatlo N(l)_rgapr?r(fﬁ;,rt')ng Total Loans NPL Ratio Reserves Coverage Ratio
(Note 1) (LLR) (LLR)
Corporate loa Secured $ 1,494,772 $ 133,179,583 1.12% $ 785|318 52.54% $ 1,925,907 $ 90,042,602 2.14% $ 681,713 35.40%
P Unsecured 1,671,087 188,135,071 0.89% 1,678,039 100.42% 2,516,984 159,972,016 1.57% 1,971,519 78.33%
Mortgage (Note 4) 1,071,721 361,963,401 0.30% 924,221 86.24% 2,810,589 338,665,203 0.83% 1,158,89320%
Cash card 240 62,729 0.38% 2,791 1,162.92% 6,825 89,744 7.6% 12,790 187140%
Consumer loaMicro credit (Note 5) 155,387 8,341,063 1.86% 1,104,749 710.97% 597,890 9,945,860 6.01% 1,448,137 242.21%
Other (Note 6) Sre]‘s:‘éﬁe 5 11,558 5,074,929 0.23% 48,541 419.98% 22594 4,418,405 0.51% 50,967 225.58%
Total 4,404,765 696,756,726 0.63% 4,543,659 103.15% 7,880,789 603,133,830 1.31% 5,323,219 6V7.55%
Overdue Account Delinquency Allowance for Coverage Ratio Overdue Account Delinquency Allowance for Coverage Ratio
Receivables Receivables Ratio Credit Losses 9 Receivables Receivables Ratio Credit Losses 9
Credit card 121,223 16,451,287 0.74% 383,134 316.06% 154|190 10,891,471 1.42% 432,748 280.66%
AC(CI\‘I’(‘)‘trg ;ﬁce"’ab'e - factoring with no recourse 120,511 14,686,454 0.82% 119,086 98.78% 1,182/100 6,350,362 18.61% 653,437 55/28%
Excluded NPL as a result of debt consultation and $ 22.790 $ 59,779
loan agreements (Note 8)
Excluded oyerdue receivables as a result of debt 946,487 1,251,713
consultation and loan agreements (Note 8)
Excluded NPL as a result of consumer debt clearance 14,680 7.066
(Note 9)
Excluded overdue receivables as a result of consyimer 811,575 570,061
debt clearance (Note 9)

Note 1: For Loan business: Overdue loans represent the amouapoéd overdue loans pursuant to “Regulations Governing the PresdduBanking Institutions to Evaluate Assets and Détll Non-performing/Non-accrual Loans
issued by the MOF.
For Credit card business: Overdue receivables are regulated Banking Bureau dated July 6, 2005 (Ref. No. 0944000378).

Note 2: For Loan business: NPL ratio = NPL/Total loans.
For Credit card business: Delinquency ratio = Overdue receivabtesint receivables.

Note 3: For loan business: Coverage ratio = LLR/NPL
For credit card business: Coverage ratio = Allowance for credgdti3serdue receivables.

Note 4: Household mortgage means the purpose of financing is to purchikeayrtfix up the dwelling and provides dwelling owned by the borrower, spouse, or shiddrdly secure the loan.

Note 5: Micro credit is regulated by the Banking Bureau dated DecerBbh2005 (Ref. No. 09440010950) and is excluded from credit card and cash card loans.

Note 6: Others in consumer loans refer to secured or unsecured loantgxeladgage, cash card, micro credit, and credit cards.

Note 7: Account receivable - factoring with no recourse as rdjliy the Banking Bureau letter dated July 19, 2005 (Ref. No. 094000494)jqrduisbad debt are recognized once no compensation are made ftormépor insurance
company.

Note 8: The disclosure of excluded NPLs and excluded overdue recsivediéting from debt consultation and loan agreements is based on tihegB2urieau letter dated April 25, 2006 (Ref. No. 09510001270).

Note 9: The disclosure of excluded NPLs and excluded overdue recsivedildting from consumer debt clearance is based on the Banking Buieyadelieed September 15, 2008 (Ref. No. 09700318940).
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