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depressed share prices, an unemployment rate lingering above five percent, a shrinking of per-
sonal and corporate wealth. All this combined to make a dent in domestic demand, causing the
economy to lose vigor.

Fortunately, strong demand from the mainland has made it possible for Taiwan to sustain
export growth. As a consequence, the economy in 2003 has turned better, relative to the previ-
ous year’s anemic performance. Looking to the rest of the year, brightening international
prospects should be helpful to exports from Taiwan. To stimulate the economy, meanwhile, the
government has adopted a series of measures, including a job-creating package, a public works
expansion program and plans to attract investment. The principal aim of all this is to generate
domestic demand. The economy is expected at this point by the Directorial General of Budget,
Accounting and Statistics of the Cabinet to grow by 3.68 percent for 2003.

The enactment in 2001 of a financial holding law has sparked a wave of mergers among
banks, stock brokerage houses, insurance companies and other financial businesses. This has
brought about far-reaching changes in the structure of Taiwan’s financial markets , signaling
that the industry has entered into an era of cross-business operations, offering new challenges to
operators. Currently, there are 14 financial holding companies in Taiwan. The sector has yet to
leave behind its cold winter. This has been so, in part because of the fact that the financial hold-
ing business is still in its fledgling stages and also because of a slow recovery in the overall
economy. Banks must struggle to meet the reform goals set by the government: To reduce the
rate of bad loans to below five percent and raise the capital adequacy ratio to above eight per-
cent within two years. Their efforts in this regard have lowered the average bad loan rate to 6.84
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14.33 82 9,366 116 3,197

33 3,501 5 6,252 27 7,249

( )

Our major operational plans for 2003 include the following: To conduct transfer step by
step of Fuhwa Brokerage s stock settlement business to the various branches of this bank. To
exchange the establishment of business counters among the various member firms of the Fuhwa
Financial Holding Company as a joint effort to promote sales. For this bank, this policy can
expand its sales network. In addition, the takeover of the stock settlementbusiness will help
raise our demand deposit ratio and thus reduce the cost of our funds. This, in turn, will boost
our pricing position on loans and expand our share in the lending market. Among other things,
we plan to establish a string of fund management centers with which to provide consulting,
stock transaction watching and other related services. These services will enable us to expand
our customer base and boost our business scope. The new centers will be housed in some of our
branches that are to be relocated or renovated. 

In the field of consumer financing, we ll create a capable marketing team, characterized by
aggressiveness, efficiency, prompt response and professionalism. This will require us to recruit
more talented people and adopt more advanced equipment and facilities. In essence, we want to
build a marketing culture, which will put the pursuit of the highest possible profits as our top
operational goal. The plan for consumer financing also includes the creation of several new loan
programs, such as accommodations offered to finance purchases of homes auctioned by courts.

On corporate financing, an e-banking service is being planned. This facility is aimed at pro-
viding a trading platform, broadening electronic banking and providing our clients with more
convenient financing channels. Additionally, a loan facility will be set up to target small and
medium-sized companies. Also under planning is a program to make loans against receivables
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. A profile of the Fuhwa Commercial Bank (FCB)
History

Fuhwa Bank, originally called Asian Pacific Bank (APB), has its inception 1990. That was the year
when the bank’s founding shareholders, joined by a group of business leaders and leading local figures in cen-
tral Taiwan, initiated a plan for the establishment of a banking institution. The move was inspired by a gov-
ernment campaign to develop Taiwan into a financial center in the Asian and Pacific region. The investment
plan won approval by the Ministry of Finance in August 1991. At the same time, an initial capital of NT$10
billion was raised in compliance with a minimum capitalization requirement set by the ministry. The bank
was formally dedicated and opened its doors for business on Feb. 12, 1992.

The bank was founded with an aspiration to become a creative and forward-looking bank, which can
fully understand the financial needs of Taiwan’s numerous small and medium businesses and will always be
willing to help them meet those needs. Since its establishment, the bank has maintained the following values
as its key operating principles: uphold a customer first spirit, ensure credibility and reliability, strive for inno-
vation, and have compassion.

As a listed entity, the bank always keeps the interests of the public at the center of it’s operating policy. It
will continue its efforts to broaden its reach in the domestic market as the economy grows and expands. At
the same time, it will also seek to extend its operations to the region amid Taiwan’s increasing economic inte-
gration with the rest of the world. As a long-range goal, the bank aims to gradually become a leading com-
mercial banking institution in the Asian-Pacific area.

The bank will continue to diversify its businesses and services in line with a fast-changing market. As
Taiwan’s economy undergoes continuous transformation and people’s income increases, their demand for
financial services will also change and vary. In recognition of such changing consumer preferences, this bank
will constantly strive to improve and strengthen its services. By doing so, we hope to fully and always satisfy
our customers’ investment and fund-management needs. Ultimately, we want to become the most profession-
al bank for fund management in the Greater China area.

In 1992 when this bank became operational, we had only seven branches in Taiwan. This figure has
grown to 37 as of the end of 2002. In addition, we have a representative office in Hong Kong. In an effort to
meet Taiwan’s changing financial environment, achieve economies of scale and boost its long-term competi-
tiveness, this bank formally joined the Fuhwa Financial Holding Company in August 2002. In the following
month of the same year, this bank relocated its head offices to Taipei, with its name changed to Fuhwa Com-
mercial Bank. 
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Operational ideals
Since its founding, this bank has held credibility, steadiness, creation, and compassion as its basic opera-

tional ideals. There is a Chinese saying, no one can gain a foothold in society without credibility. Bank is an
institution in which people put their trust. With this in mind, we always hold an honest and truthful attitude in
dealing with customers. When people have trust in us, they would certainly be willing to do business with our
bank. We believe that operating banking business is a long-range undertaking. So the notion of sustainability
plays a central role in our strategy. We want to pursue steady and sustainable growth, placing emphasis on
risk management. With a market-oriented policy, well never relent in our efforts to develop new financial
products and cease to raise the quality of our services. We always care for our customers and want to build
lasting business relations with them.
Looking ahead to the future

For the local financial industry, 2003 will remain a year full of challenges. The government will continue
to push for financial reforms. At the same time, operators will continue to be facing adverse business condi-
tions in the absence of a significant economic recovery. And greater competition is likely to come from big
international financial groups. All these challenges will likely bring about drastic changes in the local finan-
cial landscape.

Faced with such a changing environment, this bank will work harder to strengthen its competitiveness,
in addition to a landmark move to join the Fuhwa Financial Holding Company late last year-an alliance
which will put us in a stronger position. We will build on the foundations laid over the years. Specifically, we
will make it a continued effort to introduce financial products that meet the needs of consumers. This effort
will be accompanied with clear market planning and good risk management. At the same time, we will move
more aggressively to establish new business outlets via the formula of mergers. Additionally, we will work to
build an extensive sales network by drawing on the resources of our entire financial holding business group.
We believe the above-mentioned efforts will enable us to achieve all our business objectives and create the
best possible financial benefits for our bank.
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2. Company organization

( )

(I) Organization chart
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( )

(II) Functions of the bank's major offices and departments
Auditing Office:
Auditing the bank’s business operations, finance, accounting, computer system, cash, securities and
other articles registered on the statement as well as supervising internal auditing of the bank’s head and
branch offices.
Administration Department:
Handing the company’s seals; in and outward documents filing, proofreading, registration; maintenance
and management of offices; purchase and lease of real estate and assets management; stock affairs; sec-
retarial matters; directors’ and supervisors’ meetings; confidential and public relations.
Accounting Office:
Managing the accounts, annual budget and statistics of the bank.
Information System Office:
Responsible for designing, developing, installing and managing on-line systems as well as running the
Computer Center.
Personnel Office:
Handling the banks human resource planning, staff recruitment, training, assignment, promotion, per-
formance evaluation, insurance and fringe benefits.
Planning & Development Department:
Handling bank studies, business and e-bank products planning and development for the bank; planning
management of deposits and remittances, business information and branch performance evaluation,
VIP fund management, and of phone banking.
Credit Department:
Handling credit planning and implementation, review and re-examination of credit proposals,

Chia Ping Chen
Executive Vice President
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( )

claims management, analysis of credit information and rendering services to small and medium compa-
nies.
Trust Department:
Operating investment banking and trust business.
International Banking Department:
Handling, promoting and managing foreign exchange business, trade business as well as processing
statistics. 
Financial Department:
Handling fund management, short and long term planning and implementation, exchange rates man-
agement, long term capital structure planning, and design of derivatives.
Customer Banking Department:
Handling strategy plan, promotion, appraisal, review and management of customer banking (including
credit card) business.
Business Department:
Conducting commercial banking businesses and savings bank’s deposits, and loan transactions
approved by the government.
NPL Collection Department:
Handling non-performing loans collections, legal advice as well as matters relating to NPL manage-
ment.
Offshore Banking Branch:
Handling various offshore banking businesses.
Branches:
Operating and promoting the businesses, which are assigned to the various branches.

Shun Yuan Lin
Executive Vice President
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( )

(III)The managements data
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( )

(IV)Directors and Supervisors

( ) 10

(V)Directors and supervisors who stand on the board as representatives of
the institutional investors that have investments each accounting for
more than 10 percent of total shares, or ranking among the top 10
shareholders of the bank.

( )

3. The state of the bank's capital and it's  share (inclusive of special
shares),financial bonds and participation in the issuance of the overseas
depository receipts.
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( )

(I) The Distribution of Shares
1. 

1. Common stock

2.

3.

( ) 37,664,586

( ) 27,155,433

64,348,000 349,675,101

26,683,414

( )
(II) Issuance of financial bond
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( )

( )

2. Special stock :  None

3. Treasury stock : This bank joined the Fuhwa Financial Holding Company on Aug. 1, 2002 in accor-

dance with the title law.  The merger took place via the formula of share swaps.  A total of 37,664,586

treasury shares originally held by the bank were converted into 27,155,433 Fuhwa Holding stocks,

effective of the same day.  As of Dec. 31,2002, a cumulative number of 64,348,000 shares had been

bought back as treasury stocks, at a total cost of NT$349,675,101. A total of 26,683,414 treasury

stocks were sold to employees.

(III)The state of issuance of overseas depository receipts : none

(IV)Earnings distribution and stock dividend policy:
A dividend policy was approved and adopted at a Board of Directors meeting in August 2001. Under

this policy, any annual netincome, after paying all taxes as required by the law, must be used to first offset
previous year’s losses. A  30 percent of the remainder is then set aside as legal reserve. A portion of the
remainder can also be appropriated as special reserve or retained earnings. After such appropriations, the
remaining net income, if any, will be distributed as follows: a. 98 percent as shareholders’ dividends and
bonuses. b. 2 percent as bonuses to employees.

The forms of dividend and bonus-or the ratios of cash dividend and stock dividend-to be distributed,
are decided by the board of directors in accordance with current financial environment, market trend and
the bank’s development plans. Yet at a time when the bank must place emphasis on growth, the ratio of the
distribution of stock dividends should not, in principle, exceed 80 percent. This principle, if necessary, can
be changed with the consent of the board of directors. The distribution of cash dividends must be made
only after the board has approved the earnings-distribution resolution. As for the distribution of stock divi-
dends, it has to be made after winning approval from the regulating authorities.

The board of directors, at a meeting on Dec. 26, 2002, passed a 2001 earnings distribution resolution,
which set no provision for distributing bonuses to employees and compensation to directors and supervi-
sors. Since the bank posted cumulative losses in 2002, no disclosures of data on the distribution of earn-
ings were issued for the year.
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Company Operations
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Company Operations

19.

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

1 Scope of business
(1)Taking checking accounts.
(2)Taking demand deposits.
(3)Taking time deposits.
(4)Making short, medium and long-term loans.
(5)Discounting negotiable instruments.
(6)Investing in marketable securities.
(7)Handling domestic remittances.
(8)Accepting commercial papers.
(9)Issuing letters of credit.
(10)Rendering guarantee of corporate bond issuance.
(11)Rendering guarantee services.
(12)Acting collecting and paying agent.
(13)Underwriting government bonds, treasury bills, corporate bonds and corporate stocks.
(14)Operating credit card business.
(15)Brokering, dealing in for the bank s own account, authenticating and underwriting of short-term

bills. 
(16)Rendering custodial and warehousing services.
(17)Handling safety boxes leasing business.
(18)Offering agency services stated on the operation license or the business permitted by the govern-

ment.
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(19)

(20)

(21)

( )
1,486 1,408

78 5.54 340 22.88

1,146 77.12

( )
1,218 1,161

57 4.9 334 27

416 34.2 415 34.1

( )
31.91 27.91 14.33

2.48 7.77 1.84

5.77 27.59 86.46

(19)Offering export, import, international remittances, foreign exchange deposits, foreign currency
loans and foreign currency guarantee. 

(20)Acting as agent for the sale of gold bars, gold and silver coins.
(21) Rendering trust services permitted by the government.

2. Business performance

(I) Deposits
As of the end of 2002, the bank s total deposits outstanding stood at NT$148.6 billion, up 5.54 per-

cent. Of the total amounts, demand deposits were NT$34 billion, accounting for 22.88 percent, while time
deposits amounted to NT$114.6 billion, or 77.12 percent.

(II) Loans
As of the end of 2002, total loans outstanding stood at NT$121.8 billion, up 4.9 percent. Of the total,

short and medium term loans accounted for NT$33.4 billion, or 27 percent. In addition, medium term
loans came to NT$41.6 billion, or 34.2 percent, with long-term loans accounting for 34.1 percent worth
NT$41.5 billion.

(III) Foreign exchange
The bank registered US$3.191 billion in foreign exchange transactions as of the end of 2002, an

increase of 14.33 percent from the previous year. Import-related settlements amounted to US$2.48 billion
or 7.77 percent. Export-related settlements came to US$1.84 billion or 5.77 percent. International remit-
tances totaled US$2.759 billion, constituting 86.46 percent of the bank s total foreign exchange transac-
tions.
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( )
82 9,366 96 279 13 913

72 2,562 87.12 7

5,911 9.15 116 3,197 87 6,816

28 6,381 32.66 38 1,816

32.82 10 587 8.65 6 9,844

6 61 590 52.49

33 3,501 5 6,252 27 7,249

( )
66.2 67 1.19%

5 9.5 8.3

26.4 4

( )

1. 

126 600 50

6,949 75 3,651 148.66% 5,800

2,081 3,719 178.71%

(IV) The state of revenue, expense and profit
The bank posted NT$8.29366 billion in total revenue for 2002, a drop of NT$1.3913 billion from the

previous year. The 2002 revenue included NT$7.22562 billion, or 87.12 percent, in interest receipts, and
NT$7.5911 billion, or 9.15 percent, in earnings from securities transactions. On the other hand, business
expenses totaled NT$116.3197 billion, up 32.66 percent from the year before. Major expenses included
NT$3.81816 billion in interest payments, accounting for 32.82 percent of the total amount expended in
the year. Other expenses were NT$1.587 billion, or 8.65 percent, in business expenditure; NT$6.9844 bil-
lion, or 6 percent, in general and administrative expenses; and NT$6.1590 billion, or 52.49 percent, in var-
ious provisions. After deduction of the expenses, the bank posted NT$3.33501 billion in pre-tax losses.
With the deduction of NT$562.52 million in income tax benefits, after-tax losses came to NT$2.77249
billion.

(V) Guarantee and acceptance
As of the end of 2002, the bank posted NT$6.62 billion, down 1.19 percent from the last year. Of the

total, accepted drafts accounted for NT$500 million; corporate bonds, NT$950 million; performance
bonds, NT$830 million; commercial paper guarantee, NT$2.64 billion; and NT$400 million in financial
institutions loan guarantee.

(VI) Trust business
1. On investment designated to invest in domestic mutual funds and to buy overseas

negotiable securities: As of the end of 2002, this bank registered a cumulative total of NT$12.66
billion in trust funds, an increase of 148.66 percent from 2001. Total fees amounted to NT$58 million,
up 178.71 percent from the previous year.
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2. 

8.16

2.12

( )
228,652

157,965 70,687 44.75%

28,820 20,098 27,002 18,600

1,485% 1,341%

23 8,743

22 4,505 1 4,238 6.34%

2 5,613 7,738

43.29%

1 3,136 7,670 5,466 71.26%

( )

2. Custodial service: The bank in the past has been unable to render custodial services, handicapped by
the fact that its trust department was located in the central city of Taichung, a location which made it
difficult to make custodial-related settlements. We launched the service only in October last year when
our trust department was relocated to Taipei City. Soon after, the bank accepted two custodial cases,
one involved custody for stock investment trust fund, worth NT$816 million. The other custodial case
involved trust funds worth NT$212 million.

(VII) Credit card business
As of the end of 2002, we had issued a cumulative number of 228,652 credit cards of various kinds,

up 44.75 percent from the previous year. The number of cards issued in November and December
increased at a far higher rate, with 1,485 percent and 1,341 percent respectively. Card transactions reached
NT$2.38743 billion, up 6.34 percent. The amount of cash advances totaled NT$131.36 million, a rise of
71.26 percent.

3. Market analysis

(I) International economic conditions
In early 2002, the world economy staged a rebound as companies around the globe rushed to replen-

ish their depressed inventories-an economic fallout from the Sept. 12 terror attacks in the United States.
The recovery, however, soon lost momentum as the year entered the second quarter, affected by a long
string of unfavorable factors. Sales for companies with newly replenished inventories fell short of expec-
tations. Fraud scandals at giant U.S. corporations continued to erode public confidence. The uncertainties
of a U.S.-led war against Iraq troubled investors around the world. At the same time, stock markets plum-
meted with falling corporate profits. Investors held up new projects. Surging unemployment further
diminished consumer spending. The rapid succession of these events plunged the world into fears of a
combined onslaught of stagnation and deflation.
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OECD

1.5% 2.2%

2.3%

2.6%

_ 0.8% 1.8%

-
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( )
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3.54%

Looking ahead to the future, the global economy, after experiencing the many difficult events,
appears to have become more resilient. According to predictions made recently by the OECD, the world
economy will grow 1.5 percent for this year and 2.2 percent for 2004. The U.S. economy, spurred by a
tax-reduction package and a low-interest rate policy, is expected to grow 2.3 percent this year and 2.6 per-
cent next. The Euro zone is likely to adopt an easy monetary policy in the absence of an inflation threat.
And its economy is expected to grow 0.8 percent this year  and 1.8 percent the year after. Japan may intro-
duce more stimulus programs. Burdened with huge amounts of bad loans, however, any such new pro-
grams may not be able to achieve their desired results. So Japan is expected to improve only slightly, inch-
ing -0.7 percent this year and 0.8 percent for 2004. Overall, the global economy will likely maintain a
slow recovery in the two years ahead.

(II) Domestic economic conditions
Benefited by an increase in global demand in early 2002, the Taiwan economy resumed growth, end-

ing three successive quarters of negative growth. However, the recovery was affected by both external and
internal factors. Externally, there were a string of financial scandals involving American corporate giants,
a shutdown of the Seattle seaport and the threat of an Iraq war. Domestically, the stock market remained
depressed. Investors continued to flock to mainland China with capital. Unemployment lingered above
five percent. All this put a strain on private consumption and investment. This deprived the economy of
power and caused it to stagger all along. Fortunately, strong demand from the Chinese mainland has sus-
tained Taiwan s export growth. In addition, the work on the construction of the 350-kilometer high-
speed rail is now in full swing, helpful to creating demand. So the economy can be expected to improve
further this year. The financial environment underwent many significant changes in 2002. Bank loans
continued to post negative growth, due mainly to capital outflows and investment weaknesses. The broad-
ly defined M2 growth broke a historical low in the year, affected by an increase in direct financing chan-
nels and a rise in outward remittances by foreign investors. 
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M2

34.763 0.7%

0.5

1.625% 2.0% 3.875%

3.68%

4. Employees of the Bank

In the field of exchange rate, the New Taiwan dollar continued its upward trend against the green-
back under the influence of America’s widening trade deficit and corporate scandals. The NT dollar took a
downturn in the second half of the year, sparked by President Chen Shui-bian’s politically sensitive
remarks claiming that each side of the Taiwan Strait is a country. As of the end of December, the NT dol-
lar depreciated slightly by 0.7 percent to 34.763 to one U.S. dollar, compared with the previous year. On
interest rate, the Central Bank of China, in order to promote recovery, maintained a loose monetary policy.
In June and November, the central bank cut its key rates two times by a cumulative 0.5 percentage point.
Since November, it moved further to lower the rates for discount, secured loans and short-term accommo-
dations to 1.625 percent, 2.0 percent and 3.875 percent respectively. These were historic lows.

The prospects for the economy look encouraging. Some international situations, which were uncer-
tain, now turned clear. This should help global trade. Moreover, the govermnent has launched a series of
programs to stimulate growth and boost unemployment. Major measures also have been taken to attract
investment. All this should work to stimulate consumption and business spending. The Directorial Gener-
al of Budget, Accounting and Statistics has predicted that the economy will grow 3.68 percent in 2004.
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5. Management-labor relations

This bank has put in place employees’ retirement plans and benefit programs. Management and
labor relations have always been harmonious, and there have been no management-labor consultative
agreements. Neither have we seen any losses resulting from management and labor disputes during the
past three years.

6. Bank-invested enterprises

( )
1. 

7. Risk management
(I) Derivative instruments
1. Swap contracts: Currency swap contracts utilized by this bank are intended to hedge against

exchange-rate fluctuation risks. They, therefore, are not contracts carried out for transaction purposes.
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2. 

3. 

4. 

( )

1.

2.

3.

2. Credit risk: 
To effectively reduce risks that may come with the conduct of derivative instrument trading, we adopt the
same prudent strategy as with the extension of loans by, for example, setting credit positions. At the same
time, we when signing derivative contracts with our partners also require the conclusion of an agreement
on net amount settlements to lower risks.
3. Market price risk: 
Such risk refers to potential losses that we may incur when engaging in currency trade, because of
exchange rate fluctuations. The strategy in this respect is to impose a net position and limit it to a tolerable
level.
4. Liquidity risk, cash flows risk and future cash requirement: 
Liquidity risk refers to the risk that may come up when positions fail to be settled at a prescribed time. We
seek to reduce such risk by the adoption of the above-mentioned measures: Credit approval, limited posi-
tion, loss-stop point and internal controls. Besides, we use the accommodation tools available in the mon-
etary and foreign exchange markets as well as adequate liquidity assets as the basis to project our future
cash requirement.

(II) Non-derivative financial instruments
The methods and assumptions adopted by this bank to estimate the fair value of financial instruments

are as follows:
1. Fair value of certain financial instruments is estimated based on its carrying amount at balance sheet

date. Because the maturity date of these instruments is close to the balance sheet date or their price is
relatively approximate to carrying value, which should be a reasonable basis for estimating fair value.
This method is adopted to value the accounts of cash, deposits in fellow banks, deposits in central
bank, receivables, other  assets, deposits from fellow banks, repo bonds, payables and other liabilities.

2. If quoted market prices for securities purchased and long-term are available, they shall be used as fair
value. If there are no market prices for reference, the carrying values are adopted as fair values.

3. Loan interest rates are calculated based on floating rates. Therefore, their carrying values represent cur-
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4.

5.

6.

( )

58.39

0 100

18.25

( )

rent fair values.
4. Noting that the interest rates for deposits and drafted bills mostly mature within a year period, and for

credit terms longer than one year are all calculated based on floating rates, their carrying values repre-
sent current fair values.

5. Other assets-securities foreclosed have been revalued at the balance sheet date to their net realizable
value, and allowances have been provided for loss on decline.  Therefore, fair value equals book value.

6. Credit term of loans, guarantees and letters of credit activities mostly carry negotiated terms of no more
than one year. Thus, their carrying values represent current fair values.

(III) Financial instruments with off balance sheet credit risk
The used loan commitments to the bank’s customers are determined mainly on whether the credit

customers can maintain certain standard of credit standing. The bank provides loans only within credit
lines. Except loan commitments to credit card, certain customers  are required to provide collateral with
equivalent value as well as guarantors. Loans with collateral made up 58.39 percent. The percentage of
guarantees and letters of credit with collateral is among 0 percent and 100 percent. Collateral is usually
cash, real estate properties and other marketable securities with liquidity. When the customer defaults, the
bank will execute its right to the collateral or other guarantees.

Credit commitments for credit card does not require collateral. However, the credit standing of card
holders is periodically reviewed, and credit lines are revised if necessary. A credit card may carry a maxi-
mum 18.25 percent interest rate.

(IV) Disclosure of significant concentration of credit risk
The bank performs credit activities in strict observance of the principle of credit risk diversification.

In comparison with the total credit amount outstanding, there are no significantly concentrated transac-
tions with a single client or a single transaction with clients. The bank’s credit composition is extensively
diversified and spread over all types of industries, products and regions. The bank’s contracted amount
with credit risk significantly concentrated is as follows:
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(1)

1. Loans classified by regions

(2)

2. Loans classified by industries

(3)

3. Credit card receivables by age group
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( )

(V) Data on concentration of credit risk

8. Major contracts : none

9. Lawsuits : 

Except for the practice of turning to legal procedures to collect overdue loans, when necessary, the
bank registered no other lawsuits.
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Operation and Fund Management Plans
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Operation and Fund Management Plans

31.

1.

2.

3.

4.

1.

2. e-Banking

1. Operating plans for 2003
Consumer financing
1. The aim is to meet the consumer s fund needs. We plan to achieve the aim through the innovation of

products, better service and strict risk control.
2. Targets of consumer financing include mortgages, individual consumption loans, auto loans, unsecured

small amount loans, cash advances, and loans to fund purchase of homes auctioned by courts.
3. Greocting a capable marketing team, characterized by aggressiveness, efficiency, prompt response and

professionalism.  This will require us to recruit more talensted people and adopt more advanced equip-
ment and facilifies.

4. Investigation of consumers credit standing is strictly carried out to ensure the quality of loans.

Corporate financing
1. To actively promote cross-section sales by making use of the resources of our sister firms operating

under the Fuhwa Financial Holding Company.
2. To develop e-Banking service with which to provide our customers with more convenient financing

channels.
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3.

4.

5.

1.

2.

3.

4. e-Banking

5.

1. (Young Man Card)

3. To strengthen promotions among small and medium companies by making it easier for them to obtain
loans. By doing so, we also hope to improve the spread involved.

4. To actively develop receivable financing and derivative instruments trading, with a view to increasing
fees revenue.

5.  As we seek to expand our corporate financing business, we will do so with greater prudence in an envi-
ronment full of economic uncertainties.

Foreign exchange
1. To enlarge customer base and raise market share.
2. To develop the foreign exchange market with Hong Kong and mainland China.
3. To promote the market for purchase of receivables.
4. To expand application of e-Banking in foreign exchange business.
5. To study new financial products to boost competitiveness.

Credit card
1. Card issuance: In addition to the continuous promotion of several existing popular cards, including the

Young Man Card, we in January this year issued a public-spirited card with the name of Chunghua
Telecom printed on it, together with a program to outsource part of our card promotions. These plans
we believe will help push our card sales to new highs. We also plan to enter the IC card market.
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5.

( )

( )

1 2 3 7 8

2. Credit card spending: Part of our increased efforts to spur spending by our cardholders this year is the
conduct of a series of promotional activities and the creation of strategic alliance with more commer-
cial establishments. Besides, we will introduce a series of card-based financing programs to encourage
consumption. These include purchase of a wide range of products to be paid for in installments; pur-
chase through mail order as well as cash advances.

Trust business
1. To continuously enlarge the scope of a time-deposit, trust-fund, accounts-funds.
2. To speed up the development of custodial services.
3. To study and open collective custodial management service.
4. To expand real estate trust business.
5. To study and open service for trust of personal wealth.

2. Real estate disposal or procurement plans for 2003
(I) The bank has no plan to dispose of any real estate properties or any long-term investment plans for the

year.
(II) We plan to purchase the 1st, 2nd, 3rd, 7th and 8th floors of the Chungsheng mansion this year. These

new office properties, once we move in, will put us in a better position to mutually share resources
with our fellow Fuhwa group companies. And this will make it more convenient for us to promote
cross-sector sales. 
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2.Research and development

( )
(I)Major projects accompanied in 2002
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(II) To boost competitiveness amid a changing financial environment, this
bank is continuing to develop and introduce electronic banking ser-
vices. Major ongoing projects are listed below:
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Financial Information
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Financial Information

39.

Condensed balance sheet and income statement

( )

(I)Condensed balance sheet
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( )

(II) Condensed income statement

( )

(III) The bank's last five-year financial statements were examined by the
following certified public accountants:

�

�

�
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2. Analysis of major financial ratios

�

�
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(1)

(2)

(3)

(1)

(2)

(1)

(2) ( )

(3)

(4)

(5)

(6)

(7)

(1)

Calculating formulas for analysis of financial ratio

1. Financial structure
(1)"Debt ratio" denotes debts divided by assets.
(2)"Deposit ratio" denotes deposits divided by worth.
(3)"Fixed asset ratio" denotes fixed assets divided by net worth.

2. Solvency
(1)"Current ratio" denotes current assets divided by current liabilities.
(2)"Current reserve ratio" denotes CBC-prescribed current assets divided by current  reserve deposits.

3. Operating ability
(1)"Credit ratio" denotes total loans divided by total deposits.
(2)"Past due loan ratio" denotes the sum total of past due loans divided by total loans.
(3)"Interest payment ratio" denotes total deposit interest payments divided by average  deposit out-

standing.
(4)"Interest income ratio" denotes total loan interest income divided by average loans  outstanding.
(5)"Total asset turnover ratio" denotes the total operating revenues to average total  assets.
(6)"Average employee operating revenues" denotes the operating revenues divided by  total number of

employees.
(7)"Average employee earnings" denotes after-tax earnings divided by total number  of employees.

4. Profitability
(1)"Return on assets" denotes after-tax profit / loss divided by average total asset.
(2)"Return on shareholder’s equity" denotes after-tax profit / loss divided by net  average shareholder’s

equity.
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(2)

(3)

(4) ( )

(1)

(2) (

)

(3) ( ) (

)

(1) ( )

(2) ( )

(3)"Profit margin" denotes after-tax profit / loss divided by total operating revenues.
(4)"Earnings per share" denotes after-tax net earnings minus preferred share  dividends divided by

weighted average number of shares outstanding.
5. Cash flow

(1)"Cash flow ratio" denotes net cash flows from business operations divided by  current liabilities.
(2)"Cash flow adequacy ratio" denotes net cash flows from last five years business operations divided

by sum total of last five years’ capital expenditures and cash dividends.
(3)"Cash reinvestment ratio" denotes the balance of net average cash flows from  business operations

less cash dividends divided by the sum total of gross fixed  assets, long-term investments, other
assets and operating funds.

6. Leverage
(1)"Operating leverage" denotes the balance of net operating revenues less variable  operating costs

and expenses divided by operating income.
(2)"Financial leverage" denotes operating income to the balance of operating income  less the interest

expenses.

7. "BIS risk-based capital ratio" denotes eligible capital-capital deductions divided by weighted credit-risk
assets plus capital provisioned for market-risk assets multiplying 12.5.

8. "Ratio of the APB related parties over total Loan amount" denotes total secured loan amount of the
APB related parties / total loan amount.
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3. Net worth, earnings, dividends and market price per share of the last
two years
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4. Supervisors' Report
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5. Financial Statement in 2002
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6. Analysis of financial status and operation results

( )

(I)Analysis of the last two year's liquidity
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( )

(II)Analysis of cash flow in the year ahead
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( )

(III) A comparative analysis of operating results
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1. The state of associated enterprises

( )

( ) Organization chart

( )

( ) Basic data of associated enterprises

�

�
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( )

(III) Directors, supervisors and general managers of associated enterprises
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( )

(IV) Operational outline of associated enterprises

2. Stock dividend policy and its implementation

( )

(I) Market price per share

�

�

�

�

�

�
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( )

(II) Stock dividend per share
1. 

1. Stock dividends issued in the last two years

2. Stock dividend policy
This bank, in order to meet the needs of continuing to expand operating scale and raise profitability

as well as maintaining an obligatory adequate capital ratio, has adopted a surplus dividend policy. The dis-
tribution of stock dividends and bonuses is decided by the bank s board of directors in accordance with
current financial environment, market trends as well as its development goals. Based on these principles,
the board sets the ratios of stock dividends and bonuses to be distributed. At a time when the bank must
pursue continued growth, the distribution of stock dividends shall not be lower than 80 percent, relative to
cash bonuses. This percentage, however, can be altered with the consent of the board. The issuance of
cash bonuses must come after approval by the board of a resolution on earnings distribution. The above-
mentioned distribution of stock dividends and cash bonuses must also await prior approval by the regulat-
ing authorities.

The conditions and timing of distribution: If earnings are ascertained after a year-end review by the
bank, and after taxes and fees are all paid, they then will be managed in accord with these priorities: First,
the earnings must be used to cover losses incurred in the previous year or years. Second, 30 percent of the
remainder will be appropriated for use as legal reserve. A portion can also be set aside as special earnings
reserve or retained earnings. If there are still surpluses left, then an eight percent will be distributed to
shareholders as stock dividends and cash dividends. And a two percent goes to employees as bonuses.
The distribution of cash dividends must not exceed 15 percent of total capital before legal reserve reaches
the amount of total capital. This provision will not be valid if and when the legal reserve amount has met
that requirement.

�

2. 
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3. Declaration of internal control
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4. Violations, fines and improvements in the last two years

5. Major corporate activities of the Fuhwa Commercial Bank in 2002
Mar.08 A reception was held in Taichung to celebrate the 10th anniversary of this bank, a report was

delivered on the progress of a plan designed to promote deposit business by encouraging clients
to use ensuing interest earnings to help the needy.

May.24 The Board of Directors approved using the formula of stock swaps (at the rate of one 1.387 Asia
Pacific Bank share against one share of the Fuhwa Financial Holding Company) to join the
holding firm. 

July.24 The bank s application for merger with the Fuhwa Financial Holding company was approved by
the Securities Exchange and Futures Commission.

Aug.01 Aug.01 was set as the basis date for the conversion of stocks and for the bank s formal merger

�

�

91.03.08

91.05.24 (1.387 )

91.07.24

91.08.01 8 1
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91.08.08 31

91.09.05 33

91.10.03 35

91.10.21 (Fuhwa Bank) Visa Combo

Card

91.11.04 91 45

91.11.28 39

91.12.02

91.12.04

91.12.26 41

with the holding company.
Aug.08 The name of the Asian Pacific Bank was changed to Fuhwa Commercial Bank Co., Ltd., with

the approval of the board at the 31st meeting of the 4th Board of Directors.
Sept.05 The 33rd meeting of the 4th board approved re-investment in Asia Pacific Life Insurance Agent

Co., Ltd., and changed its name to Fuhwa Life Insurance Agent Co., Ltd. Approval also was
given to the change of the name of the bank-invested ForOne Insurance Agency to Fuhwa Prop-
erty Insurance Agency, Ltd. 

Oct.03 At the 35th meeting of the 4th board, directors approved a case in which the bank s trust depart-
ment accepted the responsibility to act as the custodial body for a series of trust funds enlisted by
our sister company, the Fuhwa Securities Brokerage house.

Oct.21 The bank issued its Visa Combo Card, or the Young Man Card. 
Nov.04 The bank issued a first batch of financial bonds worth NT$4.5 billion. 
Nov.28 The board approved our trust department assuming the role as the Fuhwa group s custodial

body, responsible for taking care of trust assets and for conducting relevant settlements. 
Dec.02 The Yungho and Kaohsiung branches relocated residences and reopened for business.
Dec.04 The bank was cited for its performance in simplifying procedures for the extension of revolving

loans to small and medium businesses. 
Dec.26 The 41st meeting of the 4th board approved the change of the name of the bank-invested Asia

Pacific Leasing to Fuhwa Leasing Co., Ltd. 
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H ead Office and Branches
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H ead Office and Branches
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Taichung City

Head Office

100 4 1 2

1 2F, 4, Sec.1,Chung Hsiao West Road,Taipei 100,Taiwan 

TEL:(02)2380-1888  FAX:

Trust Department

100 4 2

2F,4,Sec.1,Chung Hsiao West Road,Taipei 100,Taiwan 

TEL: (02)2380-1888  FAX: (02)2380-1940

International Department

100 4 2

2F,4,Sec.1,Chung Hsiao West Road,Taipei 100,Taiwan 

TEL: (02)2380-1888  FAX: (02)2380-1789

Offshore Banking Unit

100 4 2

2F,4,Sec.1,Chung Hsiao West Road,Taipei 100,Taiwan 

TEL: (02)2380-1888  FAX: (02)2380-1789

Finance Department

100 4 7

7F,4,Sec.1,Chung Hsiao West Road,Taipei 100,Taiwan 

TEL: (02)2380-1888  FAX: (02)2380-1910

Business Department

100 4

4,Sec.1,Chung Hsiao West Road,Taipei 100,Taiwan 

TEL: (02)2380-1799  FAX: (02)2380-1700

Taipei Branch

106 325

325,Sec.1,Tun Hwa South Road,Taipei 106,Taiwan

TEL: (02)2705-7888  FAX: (02)2755-3751

Nanmeng Branch

100 17

17 King Hua Street,Taipei 100,Taiwan

TEL: (02)2396-9977  FAX: (02)2341-0551

Nanking East Road Branch

105 139 8

139-8,Sec.5,Nanking East Road,Taipei 105,Taiwan

TEL: (02)2756-3777  FAX: (02)2756-3811

Shihlin Branch

103 314,316 1-4

1-4F,314 316 Chung Cheng Road,Shihlin,Taipei

103,Taiwan

TEL: (02)2837-6638  FAX: (02)2835-5886

Chengtung Branch

104 128,130

128 130,Sec.3,Nanking East Road,Taipei 105,Taiwan

TEL: (02)8772-5788  FAX: (02)2577-3648

Taipei County

Yungho Branch

234 606

606 Chung Cheng Road,Yungho City,Taipei County

234,Taiwan

TEL: (02)2232-5558  FAX: (02)2232-5568

Sanchung Branch

241 111 1,2,5

1F 2F 5F,111,Sec.3,Chung Shin Road,Sanchung City

Taipei County 241,Taiwan

TEL: (02)2983-2255  FAX: (02)2988-5810

Hsinchuang Branch

242 113

113 Min An West Road,Hsinchuang City,Taipei County

242, Taiwan

TEL: (02)2206-7799  FAX: (02)2206-9977

Taoyaun County

Nankan Branch

338 307,309 1 311 1,2

1F, 307 309,1-2F,311,Chung Cheng Road,Lu Chu Shi-

ang,Taoyuan County 338,Taiwan

TEL:(03)312-9550  FAX:(03)312-9551

Chungli Branch

320 175

175 Pu I Road,Chung Li,Taoyuan County 320,Taiwan

TEL:(03)461-7878  FAX:(03)451-1804

Ping Chen Branch

320 18

18 Hwua Nan Road,Ping Cheng,Taoyuan County

320,Taiwan

TEL:(03)494-2690  FAX:(03)494-3064

Hsinchu City

Hsinchu Branch

300 276

276 Min Sheng Road, Hsinchu 300,Taiwan

TEL:(03)545-6688  FAX:(03)545-6008

Miaoli City

Miaoli Branch

360 458

458 Chung Cheng Road,Miaoli City 360,Taiwand

TEL:(037)336-678  FAX:(037)336-718

Taichung City

Taichung Branch

400 66 1-4

1-4F, 66, Ming Chuan Road,Taichung 400,Taiwan

TEL:(04)2227-1799  FAX: (04)2227-0499

Wen Hsin Branch

407 337

337,Sec.3,Wen Hsin Road,Taichung 407,Taiwan

TEL: (04)2297-0068  FAX: (04)2296-5966

Fuhsin Branch

402 269

269,Sec.1,Fuhsin Road,Taichung 402,Taiwan

TEL: (04)2261-6889  FAX: (04)2262-1060

Peitun Branch

406 30

30,Sec.1,Chang Ping Road,Taichung 406,Taiwan

TEL: (04)2232-9961  FAX: (04)2233-1818

Taichung County

Salu Branch

433 535

535 Chung Shan Road,Salu,Taichung County 433,

Taiwan

TEL: (04)2665-6656  FAX: (04)2665-6503

Fengyuan Branch

420 23

23 Yuan Hwan W.Road,Fengyuan,Taichung County

420,Taiwan

TEL: (04)2529-3366  FAX: (04)2529-2605

Tsaotun Branch

542 118

118,Sec.2,Tai Ping Road,Tsaotun,Nantou County 542,

Taiwan

TEL: (049)232-1661  FAX: (049)232-1800

Tali Branch

412 724

724 Tu Chen Road,Tali,Taichung County 412,Taiwan

TEL: (04)2492-2288  FAX: (04)2493-2355

Tachia Branch

437 833

833,Sec.1,Chung Shan Road,Tachia,Taichung County

437,Taiwan

TEL: (04)2688-6088  FAX: (04)2688-6366

Changhua County

Changhua Branch

500 898

898,Sec.2,Chung Shan Road,Changhua County 500,

Taiwan

TEL: (04)726-7001  FAX: (04)726-6992

Yuanlin Branch

510 283

283,Sec 2,Da Tung Road,Yuanlin,Changhua County

510,Taiwan

TEL: (04)835-6403  FAX: (04)835-2653

Lukang Branch

505 321

321 Chung Shan Road,Lukang,Changhua County

505,Taiwan

TEL: (04)778-5799  FAX: (04)777-9779

Paitou Branch

521 166

166 Kuang Fuh Road,Paitou,Changhua County 521,

Taiwan

TEL: (04)887-3881  FAX: (04)887-3886

Xi Hu Branch

514 555

555 Dong Hwan Road,Xi Hu,Changhua County 514,

Taiwan

TEL: (04)882-5656  FAX: (04)882-5626

Yunlin County

Touliu Branch

640 29

29 Wen Hua Road,Touliu,Yunlin County 640,Taiwan

TEL: (05)535-1799  FAX: (05)535-1313

Huwei Branch

632 1

1 Ho Ping Road,Huwei,Yunlin County 632,Taiwan

TEL: (05)633-9169  FAX: (05)633-9423

Chiayi City

Chiayi Branch

600 278

278 Yiu Ai Road,Chiayi 600,Taiwan

TEL: (05)232-7469  FAX: (05)232-6415

Tainan County

Yung Kang Branch

710 511

511 Hsiao Tung Road,Yung Kang Road,Tainan County

710,Taiwan

TEL: (06)312-6789  FAX: (06)312-1228

Chiali Branch

722 278

278 Wen Hua Road,Chiali,Tainan County 722,Taiwan

TEL: (06)721-4888  FAX: (06)721-0249

Xin Shi Branch

744 332

332 Chung Cheng Road,Xin Shi Shiang,Tainan County

744,Taiwan

TEL: (06)501-1212  FAX: (06)501-3111

Kaohsiung city

Kaohsiung Branch

800 36

36 Min Tzu 2ed Road,Kaohsiung 800,Taiwan

TEL: (07)222-9688  FAX: (07)225-7728

Poai Branch

813 491

491 Ming Chen 2ed Road,Kaohsiung 813,Taiwan

TEL: (07)558-6088  FAX: (07)558-3699

Sanmin Branch

807 655 657 661 1 2

1-2F,655,657,661 Chein Kung Road,Kaohsiung 807,

Taiwan

TEL: (07)395-1588  FAX: (07)395-3288

Hong Kong

Hong Kong Representative Office

89 13 1306

Unit 1306,13F,Tower Two,Lippo Center,89

Queensway,Admiralty,Hong Kong

TEL:852-28109313  FAX:852-28109310
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