(02)2380-1880
luke@fuhwabank.com.tw

Spokesman :

Name : Luke wu

Position : Senior Executive Vice President
TEL : (02)2380-1880

E-mail luke@fuhwabank.com.tw

(02)2380-1950
charles@fuhwabank.com.tw

Acting Spokesman

Name Charles Lee

Position  Senior Vice President
TEL (02)2380-1950

E-mail charles@fuhwabank.com.tw

(02)2380-1888
http://www.fuhwabank.com.tw
service@fuhwabank.com.tw
(0800)688-168

Head Office :

Address  4,Sec.1,Chung Hsiao West Road., Taipei 100, Taiwan
TEL : (02)2380-1888

Web Site  http://www.fuhwabank.com.tw

E-mail service@fuhwabank.com.tw

Toll Free  (0800)688-168

85 3
(02)3343-3300

Agent of stock transfer :

Name Registration and Transfer Department of Fuh-Hwa
Securities Co.,Ltd

Address 3F,85,Secl Chung Hsiao East Road, Taipei, Taiwan

TEL : (02)3343-3300

100 23
(02)2368-8277

Rating Agency

Name Taiwan Ratings Corporation

Address 23F,100,Sec 2 Roosevelt Road,Taipei, Taiwan
TEL : (02)2368-8277

156 6
(02)2715-9999
http://www.kpmg.com.tw

CPA-auditor of financial report

Name Andrew Yu & Lisa Kuang

Employer : KPMG Certified Public Accountants

Address 6F,156,Sec 3,Min Sheng East Road, Taipei, Taiwan
TEL (02)2715-9999

E-mail  http://www.kpmg.com.tw
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To Our Shareholders

In 2004, as the world economy was steadily rallying, Taiwan's economy showed improvement
over 2003. The annual growth rate in 2004 was 5.71%, an all-time-high since 2001. Nevertheless,
the general perspective towards economy was conservative in Taiwan. Since China launched the
Macro Economic Control policy it has been gradually making an impact. Factors such as rising
crude oil prices, commodity prices and interest rates as well as fluctuating exchange rates, further
dampened consumer confidence amidst the incessant unrest in domestic politics. As Taiwan Stock
Exchange Capitalization Weighted Stock Index (TAIEX, an index compiled by the Taiwan Stock
Exchange) showed, it started at 6,226 points at the start of the year and was down to 6,139 points,
not showing any rise at the close of the year. Looking forward to 2005, as the United States, Japan
and the EU show weak momentum in economic growth and exchange rates, interest rates, oil and
commodity prices are unstable, the domestic economic growth rate is expected to pare back to
4.21% in 2005.

Fuhwa Commercial Bank ( “Fuhwa Bank” or “the bank” ) joined Fuhwa Financial Holding
Co., Ltd. in August 2002. In an effort to integrate the conglomerate for synergy, Fuhwa Financial
Holding Co., Ltd. launched an organizational reform in 2003. On July 1, 2004, the four groups, i.e.,
Corporate Banking, Consumer Banking, Wealth Management, and Investment, were officially estab-
lished alongside the Risk Management Center and Operation Center. Through the business function
links and vertical integration, all subsidiaries share customer bases and resources. Fuhwa Bank has
taken the lead amongst Taiwan's financial holding domain to successfully establish Data Warehouse
& Enterprise Resource Planning (ERP) systems. Fuhwa Bank is able to offer optimal financial ser-
vices to clients under the customer-oriented organization.

We'd now like to brief our shareholders Fuhwa Commercial Bank's 2004 business performance
and the business plans for 2005:

Fuhwa Commecial Bank 2004 Busness Performance:

Implementati on of business plans

Encouraged by world economy recovery, banks in Taiwan have over the past years spared no
effort to strive for maximum sales growth and write-offs. Amidst cutthroat competition and dras-
tic internal reform, the entire Fuhwa staff has, through great teamwork, achieved significant
growth, with NT$1.11 earnings per share in 2004, up by 32% over the NT$ 0.84 earnings per
share of 2003.

As of December 31, 2004, the bank's total deposit stood at NT$ 227.6 billion, up by NT$36.8
billion, or 19.29% over the NT$190.8 billion of the same date in 2003. The total loan amounted
to NT$ 197.2 billion, an increase of NT$25.8 billion or 15.05% over the NT$171.4 billion in
2003. The foreign exchange volume traded by the bank totaled US$8.345 billion, up by US$2.186
billion or 35.49% over the US$6.159 billion of 2003. Its operating revenue was NT$ 10.27586
billion, up by 17.43%; the operating expenses stood at NT$8.27869 billion. It posted a net profit
before tax of NT$2.05066 billion and the net profit after tax reached NT$ 1.5226 billion after
deducting tax in the amount of NT$548.4 million. In terms of asset quality, as of December 31,
2004, the Bank's non-performing loans ratio stood at 2.93%, significantly below the 3.75% of
2003.

Furthermore, following the merger and acquisition (M&A) of Toulio Credit Cooperative,
Yunlin in 2003. Fuhwa Bank acquired Taitung Credit Cooperative and gained eight additional
branch outlets, bringing the total number of branches up to fifty. Meanwhile, in line with the
group's deployment strategy, Fuhwa Bank has completed the branches relocation, established
additional outlets in northern Taiwan and further extended its territory to eastern Taiwan as well
as offshore island Kinmen.
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Fuhwa Commercial Bank also rolled out Taiwan's first money market fund and issued the
first Credit Card with debt management concept in 2004. Meanwhile, Fuhwa Bank teamed up
with UFJ Holdings Inc — Japan's fourth largest financial holding group and launched internation-
al factoring services. Thanks to these innovative projects, Fuhwa Bank has remained undaunted
and maintained stable growth even amidst fierce competition.

Creditrating

Fuhwa Bank has maintained continuous loan and deposit growth, improved its asset quality
dramatically and the competitive edge. These results have been recognized by Taiwan Ratings
Corporation, which rated Fuhwa Bank “twA-" long-term rating & “twA-2 short-term rating, up
by 2 notches in 2004. The bank's outlook was revised to “stable” .

Business plan highlightsfor 2005

Faced with intense competition in Taiwan's financial market, Fuhwa Bank has worked out sub-
stantive measures. The main focus is the continuous development of customer relations and distrib-
ution channels in 2005 to assure stable sales turnover and profitability. We will make full use of the
group's organizational framework to strengthen corporate banking, consumer banking and wealth
management groups operational ability through the integrated group resources. Meanwhile, with
the information technology, we will deploy e-enabled corporate environments to promptly and accu-
rately transmit information within Fuhwa group. For the Bank's long term sustainability, we, as
always, will exert every effort to enhance risk management, strengthen credit quality, and improve
the bank's structure.

In an effort to strengthen customer relationships, we have strived to improve the service quality,
speed up operation process, and ensure customer satisfaction. Meanwhile, we have also strived to
establish a complete marketing channel. We merged two Credit Cooperatives in 2003 and 2004. The
board of directors further resolved that on June 17, 2005, Fuhwa Bank will merge with “Guaran-
teed Liabilities Tainan City 7th Credit Cooperative” with full guarantee. Following the merger,
Fuhwa Bank will have 58 branches. Once again, the Bank successfully expands its branch channel
with cautious moves.

In order to strengthen enterprise risk management and compliance system, the Bank has set up
the dedicated Risk Management Department in August 2004. We are launching Basel II related ini-
tiatives to consolidate the overall risk management, which include setting up internal policies and
rules, sound delegation system, risk measurement indicators, periodic assessment and reporting sys-
tem, as well as independent audit operations. Through these combined efforts, we will set up a
prompt and effective regime of risk management to catch up with the international standards and, in
turn, provide our esteemed shareholders with the maximum possible value.

Cor por ate Banking Ser vices

Through efforts to analyze customer attributes and the demands of target groups, we have
adjusted the business model. Meanwhile, we have made great efforts to integrate our business to
offer “One-stop Shopping~ services. As a result, Fuhwa Bank was able to upgrade itself from
conventional loan services to a “Solution Provider” We have also strived to broaden our loan
basis and bolster control over asset quality and risk. Meanwhile, we will strengthen fee income
products, including cash management, trade financing, foreign exchange, and risk management,
as well as financial advisory services, we also aggressively promote e-banking services to pro-
vide more convenient channels to clients.
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Consumer Banking Service

Boost consumer banking market share and market position, increase consumer banking
loan percentage to effectively enhance profitability. Increase credit risk control and asset quali-
ty to maximize interest margin with sound risk management. Increase fee income sources to
enhance fee income to revenue ratio. Enhance the service quality of consumer banking sales
specialists and their business proficiency to build the image of professionalism and excellence.

Weal th Management

By focusing on banking and brokerage channels, we will also improve our phone banking,
cyber banking, tele-marketing centers and automatic service facilities to increase opportunities
for wealth management. To maximize the performance of the distribution channels, Fuhwa
Bank will assist with the training of brokerage agents to obtain certifications and licenses
required for wealth management. As Fuhwa group has successfully set up its Data warehouse
Phase II Campaign Management System, we will pursuit target marketing and retention through
our professional financial advisors. Keep launching new products to help our clients managing
their asset in the most efficient way and providing value added and trustworthy services.

Tr ust Services

Keep growing our custodian business and launching new products, including property trust,
asset and real estate securitization, money market funds, and collective management accounts
etc, to enlarge trust assets size and increase fee income.

As the government has announced the policy of cutting the number of Financial Holding
Company to seven and large financial institutions need to broaden their domain, M&A has
become the market trend. Through cross-sales and synergy, it is expected that Fuhwa Bank will
grow significantly in 2005. While our staff members faithfully fulfill our corporate philosophy
of rendering a combination of honest, solid, innovative and thoughtful services, we will devel-
op more diversified products to meet the various needs of our clients. We will also provide
more thoughtful services to expanded customer base through additional sales and service chan-
nels.

Thanks to your warm support over the past years, without which our stable growth amidst
critical adversities would not have been possible, we feel that we owe an immeasurable debt of
appreciation to our treasured shareholders.z In the days and years ahead, we will continue to
invite and appreciate your valuable comments, advice, and support.

With our warmest r egar ds, we sincerely wish you the greatest happiness,
heal th and success, now, and for ever.

;% % ]
Chai 7% - =
alrman n- ) 17 /> (]

President ?
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Company Profile

[. Introduction of Fuhwa Commecia Bank

History

Fuhwa Commercial Bank Co., Ltd. (hereinafter referred to as Fuhwa Bank, or the bank)
obtained its banking license on January 14, 1992 and officially commenced business operations
on February 12, 1992.

In an effort to demonstrate synergy and enhance consolidated superintendence over cross-
banking services, the government officially enacted the Financial Holding Company Law in June
2001, which spearheaded a new era for financial institutions. In accordance with the Financial
Holding Company Law, Asia Pacific Commercial Bank joined Fuhwa Financial Holding Co., Ltd.
( “Fuhwa FHC” ) on August 1, 2002 through as hare swapping and became a subsidiary of
Fuhwa FHC.latter. In September 2002, Asia Pacific Commercial Bank was approved to be
renamed Fuhwa Commercial Bank Co., Ltd.

To expand its business scale, broaden strongholds, and boost its competitive edge, Fuhwa
Bank merged with the “Guaranteed Liability Toulio Credit Cooperative, Yunlin County” (here-
inafter referred to as Toulio Credit Cooperative) and the “Guaranteed Liability Taitung Credit
Cooperative, Yunlin County” (hereinafter referred to as Taitung Credit Cooperative) on July 25,
2003 and June 7, 2004 respectively. The board of directors further resolved on January 5, 2005
that Fuhwa Commercial Bank, by full guarantee, will merge with “Guaranteed Liabilities Tainan
City 7™ Credit Cooperative” on June 17, 2005 as the date of merger, with a total price of approx-
imately NT$288.695 million.

Cor por ate Philosophy

Fuhwa Commercial Bank started business with seven business outlets established by its pre-
decessor, the Asia Pacific Commercial Bank Ltd. Since this time, through exceptional effort, it
has acquired Toulio Credit Cooperative, Taitung Credit Cooperative, and Tainan City 7" Credit
Cooperative. As of June 2005, it will have a total of 58 sales outlets which will significantly
redouble the Company's competitive edge and will extend its coverage from metropolitan areas of
Taipei, Taichung, and Kaohsiung further into Taitung in eastern Taiwan and the offshore island of
Kinmen. Through the corporate philosophy of providing customers with honest, solid, and innov-
ative service, we are consistently keeping abreast with the times, offering ongoing innovations
and improved products and services. Taking advantage of cross-marketing through our financial
holding conglomerate, we provide integral and convenient services. Our core value is to respect
employees and treat clients as valuable assets. We will return to shareholders with the best
achievement we make.

Futur e Pr ospects

Looking forward to 2005, Fuhwa Bank will, base upon the solid foundation that has been
built, making every possible effort to introduce international resources, enhance risk control, and
promote products oriented to market and customer needs. Meanwhile, we will seek to extend
business outlets through M&A. Taking advantage of the group's resources, we will develop vari-
ous customer segments and set up intensive marketing channels to accomplish sales targets in
order to achieve maximum gains for Fuhwa Bank.
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[I.Fuhwa Oranization

(DOrganization chart

[ Shareholders” Meeting ]

[ Board of Director ] [

Supervisors

]

[ Chairman of the Board ]

[ President ]
I General
[ Executive Vice President ] Auditor

s ™
Asset and Liability |
Management

Committee

. J {
s ™
Human Resource

Evaluation
Committee

Committee

Credit Evaluation J

Senior Vice
President

—[ Auditing Dept. ]

—{ Planning Dept.

—[ Information System Dept.

—[ Risk Management Dept.

| Financial Dept.

—[ Accounting Dept.

- { Administration Dept.

_[ NPI, Collection Dept.

—[ OBU Branch

|| Intornational Basking Dept.

_[ Corporate Banking Credit Dept,

_[ Corporate Barking Dept.

—[ Consumer Banking Credit Dept.

109

—[ Consumer Banking Customer Service Dept.

—[ Consumer Banking Sales Dept.

—[ Consumer Financing Dept,

—[ Trust Dept.

—[ ‘Wealth Management Dept.

—[ Branch Operation Dept.

—[ Branch

S N M S T S D S L U b W, S S, T W b S i T L U D W NI MR S—




(I1) Key Divisons and Their Respective Busnesses and Services
1. Audi ting Dept. :

Take charge of audit over the bank-wide sales, financial, accounting affairs, computer systems,
cash and inventory items and supervising internal audits.
2. Planning Dept. :

Take charge of financial research, planning, and promotion of bank-wide initiatives, operation
related information, bank-wide performance evaluation, matters relevant to governmental
authorities, planning and development of e-banking products, planning and implementation of
long-term investments.

3. Infor mation System Dept. :

Take charge of the planning, design, and implementation of the bank information system, as
well as the operation and management of data center.

4. Risk Management Dept. :
Carry out enterprise risk management, matters of credit ratings, and legal consultation; also
function as the compliance department to manage and implement the legal system to assure
Fuhwa Bank will faithfully comply with all relevant laws and regulations.

5. Financial Dept. :

Take charge of funding, planning and short-term investment, research and determining
exchange rate and interest rates, planning the derivatives trading, the bank's mid-term and long-
term capital planning.

6. Accounting Dept. :

Take charge of bank-wide accounting, annual closing and statistics.

7. Administr ation Dept. :

Take charge of custody of bank seals, the bank's documentation, typing, proofreading, issuance
of major documents, registration and management, bank-wide security, construction affairs,
procurement, property leasehold and purchase, property management, general affairs, cashier's
affairs, secretarial affairs, equity affairs, holding board meetings and public affairs.

Take charge of the bank-wide human resources, appointment, discharge, transfer, assignment,
promotion, and performance evaluation of employees, soliciting, training, and insurance, wel-
fare and relevant matters of employees.

8. NPL Collection Dept. :

Take charge of write-off and management of nonperforming loans other than consumer banking

business, management over other credits and total nonperforming loans reporting of the entire
bank.

9. Offshor e Banking Br anch. :
Take charge of OBU related banking services.

10. Inter national Banking Dept. :

Take charge of handling, promoting, management and statistics of foreign exchange related
business operation.
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11.

12.

13.

14.

15.

16.

17.

18.

109.

20.

Cor por ate Banking Cr edi t Dept. :

Take charge of the reviewing and rechecking of loans extended by corporate banking, the col-
lection and analysis of due diligence material.

Cor por ate Banking Dept. :

Plan and review long-term and short-term corporate banking strategies, integration of corpo-
rate banking products, performance evaluation, educational & training programs, marketing,
promotion, and management of corporate banking related business.

Consumer Banking Cr edit Dept. :

Evaluate and manage the performance in consumer banking, making loan policies, credit
review and underwriting, collection of NPL, collateral appraisal.

Consumer Banking Customer Ser vice Dept. :

Take charge of the promotion of tele-marketing, e-commerce, the planning and management
of call center.

Consumer Banking Sales Dept. :

Take charge of market research, product development, marketing planning, advertising, pub-
licity planning, sales channel planning, and sales promotion.

Consumer Financing Dept. :

Take charge of the planning marketing & sales of auto loan and consumer product installment
loan.

Tr ust Dept. :

Take charge of management and operation of trust and investment.

Weal th Management Dept. :

Mapping out wealth management strategies, to plan and promote bank-wide wealth manage-
ment business, set targets for business operation, take the responsibility for performance
evaluation and educational & training programs for the bank's wealth management operation.
Branch Oper ation Dept. :

Take charge of planning and management for deposit and remittance affairs, integrated plan-
ning and management of the locations for branches, management of the service quality and
client complaints for branches, design and management of the centralized operations.

Business Dept. :

Take charge of a variety of commercial banking services approved by the Central Bank.
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(IV) Directors and supevisors as representatioves of corparate shareholders,
with shareholding ratio up to 10% the names of the top ten shareholders
in terms of shareholding ratio:

Key shareholders of the corporate shareholders

December 31, 2004

Name of corporate sharcholder Key sharcholder of the corporate sharcholder

Fuhwa Financial Holding Company Limited Fuhwa Financial Holding Company Limited

Key sharcholders of the corporate sharcholders as representatives of corporate shareholders

December 31, 2004

Name of corporate shareholder Key sharcholder of the corporate shareholder

Fuhwa Financial Holding Company Limited

Fuhwa Financial Holding Company Limited

Particulars of directors and supevisos2)

At least 5 Neither an Does nothold | Nota Nota Qircctor, Not a director, |Nota
years of employee of | 1% ormore of | spouse or | SUPCTVISOT, supervisor, profeg:lgrna],
experience in | the bank, nor | the outstanding | next of kin ﬁﬁ?ﬂ; manager of ;:Elr;r cc;umany
commerce, M, shares f’f the of the sharcholders sharcholder with or_own::r, partner,
Terms |12 finance | supervisor, bank directly or | persons that hold mote | 5% ot more of (dircetor),
and employee of |indirectly, or | statedin  |than $% ofthe | theholdingina | {supervisor),
experience as | its affiliates | the top ten the first | outstanding company that has | T0ager of the
i indivi shares of the 3 spouse of the
Tequired individual two ficlds financial and above of Remarks
sharcholders. | in this bl?nk’ andnota | pyginess institution that
table. iy transaction with | provides
BUPETVIEOT OT i
employee of the company. ﬁﬂHUCMa.
Name commercial, or
the top five loal ;
institutional ga. service or
s consultation to
shareholders the compsmy
during last year,
Kang-sheng
Kao v v v "4 v
Shou-tso v v v v v
Huang
Chunghsing |, v v v v
Chen
Huan-kum v v v v v v
Kuo
Ho-the v v v v v v v
Chung
Chi-shou v v v v v v v
Chen
Young-yi
Chon v v v v v v
Chueh-szu v v v v v v v
Chou
Yu-the
Chuan v v v ' v
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(V) Remuneration paid to directors and supervisors, presdent, and
vice presidents over the past years

Remuneration paid to directors (1)

December 31, 2004
InNT 1,000 dollars

Employee Profit Sharing Total Number of
Coropensati
. Transport | Compensation Total on Paid to Employee | Other
Position Name -ation Stock Compe- | . Stock Compen
Allowance -nsation | a5 83 Options | -sation
Cash Market Market % of 2003 Granfed
Shares | Price Per Value Net Income
Share
Director | < Shere
Director :']g s
. Young-yi
Directer Cl
Director | SO0 | 1740 - -] - - - | L,740] o0a158] - -
Huang
. Huan-kun
Director Kuo
. Ho-the
Director Churg
Director Chi-shou
. . . December 31, 2004
Remuneration paid to supervisors (I1) InNT 1000 dollars
. Total Compensation
Position Name Tﬂ?‘:mn Compensation Total Compensation Pgdoff:o(,?g%%?ﬁgs Other Compensation
Income
Supervisor Chueh-szu
P Chou
490 - 490 0.0326 -
Supervisor guhﬁ
. . . : ; December 31, 2004
Remuneration paid to the president and vice presidents(lll) I NT 1000 dollses
Employee Profit Sharing Total | Number of
Total |Compensati Employee | Other
. on Paid to
Position Name | Salary | Bonus Stock Compens (oo s | Stock | Compens
Cash Market ation % of 2003 Options -ation
Shares | Price Per hé:l{ket Net Income d
Share ue
President | OISR
gChen
Executive Young-vi
Vice UnEYLl 6,892 1,932 27 - - - 8,851 0.5892 - -
President | Chen
Executive
Vice Luke Wu
President
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Names of managerial officers with allocation of bonus to employees
and status of allocation to them(IV)

December 31, 2004
In NT 1,000 dollars

Stock Profit Total Profit Total Compensation
Position Name Market | pro et Sharing Sharing Value Paid to Directors as % of
Shares |Price Per Value Cash 8 2003 Net Income
Share
Senior Vice
President & Yao-hua Lin _ _ _ 849 849 0. 0565
General Manager
Senior Vice .
President David Chen

Department head Chi-fuLin

Manager Wen-huei Wang

Shiang-wen
Manager Wang
er Chin-sen W
ang
Shiun-min
Manager Wang
Manager Chi-wen Tso

Manager Shiou -bau Liu

Manager Tomy Wu
Chung-mou
Manager Lec
Manager Yow-tang Juan
Manager Shu- tseng Lin
Manager Sunny Lin
Manager Ing-jiuar Lin
Manager Jin-yi Hung
‘Wen-chen
Manager C
M er Weg—Hsmng

Manager Sherry Hsu

Manager Tzu-liang Chen
Manager Yeong-jen Chen
Manager Chen-fu Chen

Chen-jung
Manager Chen
Manager Deng-ke Chen
Manager Li-ching Yu
Ming-cheng
Manager -
Mei-shivan
Manager H
Kuang-chung
get Liao
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Manager Guang-de Liao

Manager Po-chang Chao
Manager Jr-sheng Pan
Manager Hau Tsai
Manager Ching-pou Tsai
Manager Frank Tsai
Manager Shu-Ing Lai
Manager Chx;;giwa
Manager Su Tzu Hsieh

Manager Jui-chien Hsieh

Manager Chi-hung Chien

Mana Shigy-min
ger Chen
Manager An-guo Hung

(V1) Shareholding transfer and change in pledge of shareholding for directors
and supervisors, manageial officers, and those who are required to
declae shareholding in accordance with Article 25, Paragraph 3 of the
Banking Law in recent years: Nil.

(VII) Ratio of comprehensive shareholding of investees

December 31, 2004
InNT 1,000 dollars
Direct /Indirect Ownership by
Ownership by Fuhwa Bank Directors, Supervisors, Total Ownership
[Names of investee(*1) and Management
Investment Cost % Invecist t Invzs(;ﬁen‘t %
Fuhwa Leasing Co., Ltd. 197,000 98.56 - - 197,000 98.56
Fuhwa Property
Insurance Agency Co., ¢*2) 2,880 80.00] - - (*2)2’880 80.00
Lid.
Fuhwa Life Insurance
Agent Co., Lid. 2,000 99.99 - - 2,000 99.99
Taiwan Cooperative
Bank Co., I1d. 51,429 0.08 - - 51,429 0.08
Fubon Securities
Finance Co., Ltd. 74,542 1.97 - - 74,542 197
Lth‘a"" Bills Finance Co., 64,800 136 ; ; 64,300 136
Financial Information
Service Co., Ltd. 46,150 L15 - - 46,150 1.15
Taipei Forex Inc. 800 0.40 - - 800 0.40
gtr;ambe Enterprise Co., 155 0.05 ; ; 155 0.05
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Taiwan Asset 100,000 057 - ; 100,000 0.57
Meanagement Co.

The National Federation

of Credit Co-operatives 890 0.59 - - 890 0.59
R.O.C.

*1:

*2: In the organization of limited companies.

lll. Sharesand dividend

(1) Source of share capital

Investment duly made in accordance with Article 74 of the Banking Law.

December 31, 2004
In NT 1,000 dollars / Number of 1,000 Shares

Authorized Paid-in Remark
Month/Year | Price Date of Approval
Shares Amount Shares Amount | Sources of Capital | & Approval
Document No.
2003.12 $10 1,050,000| 10,500,000 1,050,000( 10,500,000
2004.02 §10 300,000{ 3,000,000 300,000 3,000,000 Cash Offering *1
Capitalization
2004.07 $10 50,000 500,000 50,000 500,000 of Profits *2
*1: (92)Tai-Tsai-Fung-(Il) - 0920047493 dated November 17, 2003
*2 % (93) Tai-Tsai-Cheng-(T) - 0930126570 dated June 15, 2004
T FStock Authorized Capital Remark
t
pe of Stoe Issued Shares Unissued Shares Total ar
Common 1,400,000 ) 1,400,000 Public release company
Stock share
(I) Composition of shareholders
December 31, 2004
. Foreign
Government Financial Jl?mﬂ(;le; al D}?;nt:.:gf Institutions & Total
Agencies Institutions Persons P Natural
Persons
Number of
Shareholders 0 ! 0 0 0 !
Shareholding
(Thousand Shares) 0 1,400,000 0 0 0 1,400,000
H°ldi“g(&e)r°emage 0 100% 0 0 0 100%
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(1) Status of share scattering

At NT$10 par value
December 31, 2004
Sharcholding grading grumbet of N(“Imhzﬁfs:nfdm:)ld Sharcholding (%)
1~ 999 - - -
1000~ 5000 - ] )
5001~ 10,000 ] _ ]
10001~ 15,000 - - -
15001~ 20,000 ] ] ]
20001~ 30,000 . _ )
30001~ 50,000 - - -
50001~ 100,000 - - -
100,001~ 200,000 ! ) ;
200,001~ 400,000 - - -
400,001~ 600,000 ! ) ;
600,001~ 800,000 - - -
800,001 ~ 1,000,000 ] ] ]
1,000,001 up 1 1,400,000 100
Total 1 1,400,000 100
(IV) Roster of key shareholders
Sharcholders N(“I’“hmhsmh::gd Sharcholding (%)
Fuhwa Financial Holding Co., Lid. 1,400,000 100.00

*: The shareholders who hold up to 1% of the total shareholding each or the top ten shareholders by

shareholding ratio.

123




(V) The market quotation, net worth, earnings, dividend pe sharg and rele
vant data over the past two years

Unit : NT$
Year
Ttem 2004 2003 1/01/2005~3/31/2005
Net worth per Before distribution 11.70 10.52 1147
share
After distribution 11.66 11.23 .
Weighted-average shares
(Thousand Shares) 1,350,000 1,083,449 1,400,000
t‘1 e Before adjustment 1.11 0.87 023
share Earnings per : - .
share
After adjustment B 0.84 )
Cash dividends 0.02 0.09 R
Dividends per ]
share Stock By eamnings 0.71 0.37 .
dividend
By surplus _ _ )

(VI) The dividend policiesand enforcement

1. The dividend policies

N

With an aim to continue its business scale expansion, to boost profitability and maintain
capital adequacy, Fuhwa Bank distributes dividends with remaining earnings only. The
board of directors will propose the ratio of cash dividend or stock dividend to be distributed
based on the current financial environment, market trends, and the bank's future plans.
While Fuhwa Bank is in the growing stage, the stock dividend distribution ratio shall not be
lower than 80%; provided however, it may be changed as consented by the directors. The
cash dividend shall be distributed after the board of directors determines the ratio of distribu-
tion of earnings. The stock dividend shall not be distributed until written approval is

obtained from the relevant governmental authorities.

After the bank became a subsidiary of Fuhwa Financial Holdings Co., Ltd., the directors
of the bank shall assume the rights as shareholders of the bank.

Dividend distribution

As resolved in the 22" board of directors meeting of Session V, 2004, the bank will dis-
tribute cash dividend of NT$0.02 per share and stock dividend of NT$ 0.71 per share. As of
March 25, 2005, the total number of outstanding shares were 1.4 billion shares. A total of
NT$30,549,205 will be distributed as cash dividend and NT$ 1 billion will be distributed as
stock dividend.
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(V1) Share allocation without consideration as proposed in the present share
holders meeting and itsimpact upon business performance and EPS

In NT 1,000 dollars

of cash dividends for | Pro forma average return on
shares issued through | investment %

capitalization of
eamings

Year / Item 2004{Forcast)
Paid-in Capital at the beginning of the period 10,500,000
Cash dividend per share (NT$) 0.02
Eamings distribution current | geck dividend per share issued through capitalization of 0.07
year earnings
Stock dividend per share issued from capital reserve -
Operating income 1,997,175
% of increase (decrease) of operating income against last year's 91.48%
Changes in operating Net income 1,502,258
performance % of increase (decrease) of net income against last year's 64.44%
Earnings per share(NT$) 111
% of increase (decrease) of earnings per share against last year's 33.73%
Average annual return on investments (1/annual P/E ratio) 11.10%
Allin cash dividends | Pro forma eamings per share(NT$) 111
for shares issued
through capitalization | Pro forma average return on 11.10%
of eamings investment %
For  issued Pro forma earnings per share(NTS) -
capital reserve Pro forma average return on -
Pro forma earnings per share investment %
and P/E ratio .
For shares issued from .
capital reserve and Pro forma earnings per share{NT$} 111
dividends are
distributed in the form 1.10%

(VIII) Bonusto employees and remuneration to directorsand supervisors

1. Bonus to employees

Terms and timing of allocation: From the surplus earnings as shown through annual
account closing, the sum for payment of tax and make up previous losses, if any, shall be first
withheld. Then 30% is to be held as a legal reserve and then a certain ratio as a special
reserve or as retained earnings. The final surplus, if any, may then be allocated. The dividend
and bonus to shareholders shall be 98% and bonus to employees 2%. Until the accumulated
total of the legal reserve is up to the total amount of capital, the maximum cash dividend
shall not exceed 15% of the total capital. The aforementioned restriction does not apply when

the accumulated total of the legal reserve is up to the total amount of capital.

2. Remuneration to directors and supervisors Nil.

3. Information regaiding allocation of bonus asresolved by the board of directors: Nil.

4. The earnings of the preceding year used to allocate bonus to employees: Nil.

(IX) Repurchase by Fuhwa Commercial Bank of itsown shares: Nil.
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IV. Issuance of financial dedentures

Name

The First Term Subordinated Debentures 2002

Date of Approval & Approval Document No.

September 24, 2002, Tai-Tsai-Jung-(I) -0910042863
Bureau of Monetary Affairs, Ministry of Finance.

Date of issuance

November 4, 2002

November 4, 2002

Face value issued

NT$ 3.1 billion

NT$ 1.4 billion

Issuance and trading venue

Taipei

Taipei

To be issued at face value on the date of

To be issued at face value on the date of

Price of issue : ;
issuance issuance

Total Amount NT$ 3.1 hillion NT$ 1.4 billion

Face interest rate 6.15% less Libor(*) 3.5%

. 5 years 3 months 5 years 3 months

Duration February 4, 2008 February 4, 2008

Priority Subordination Financial Debentures Subordination Financial Debentures

Guarantor None None

Trustee None None

Underwriter None None

Legal Counsel Chien Yeh Law Office Chien Yeh Law Office

Auditor KPMG Certified Public Accountants KPMG Certified Public Accountants
Andrew Yu Andrew Yu

Financial institution Grand Bills Finance Corporation Grand Bills Finance Corporation
Principal to be repaid in a lump sum at | Principal to be repaid in a lump sum at

Repayment maturity maturity

Outstanding NT$ 3.1 billion NTS$ 1.4 billion

Paid-in capital,2001 NT$12,115,136 Thousand NT$12,115,136 Thousand

Net worth,2001 NT$13,024,246 Thousand NT$13,024,246 Thousand

Performance None None

The terms for redemption or early repayment |Nomne None

Conversion Right None None

Redemption or Early Repayment Clause None None

To increase Tier II capital and improve

To increase Tier II capital and improve

Capital utilization plans capital adequacy capital adequacy
Issue Price+ outstanding balance)/ o o

E Paid-in capital,2001) 23.80 % 10.75 %

Eligible entity capital Type I capital Type II capital

Credit Rating None None

*: Base on the parity rate of interbank interest rate for U. S. Dollars quoted in London-based banks, to be calculated afresh
starting from the interest date every half year.
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V. Preferred shares Nil.
VI. Issuance of GDR: Nil.
VIl. Issuance of employees warrants Nil.

VIIl. M&A (including merger, acquirement and partitioning)

(I) To help boost our competitive edge, broaden business foundations, and further augment busi-
ness horizons, Fuhwa Bank resolved at its board meeting held on June 5, 2003 that Fuhwa
Bank weiged with full guarantee for the “Taitung City Credit Cooperative of Taitung County”
at NT$119 per share, in a total eguity of NT$126,154,182, with June 7,2004 as the M& A date.
we consigned Deloitte Touche International Financial Consultation Co., Ltd. To conduct an
appraisal. On “fair market value” basis, taking into account the hypotheses and restrictions
through various approaches, the appraisal results indicated a price of NT$ 91.82 per share.
Fuhwa Bank acquired the financial institution at NT$ 119 per share based on the NT$91.82 per
share price plus premium NT$ 27.18 (approximately 29.60%) as Taitung Credit Cooperative's
title transfer. Granting a premium is a common practice in title transfer. Furthermore, based on
Bloomberg statistics , in 2001 the average premium in M&A cases ranged from 23.21% to
43.48%. Accordingly, the 29.60% premium in the case concerned is believed to be reasonable.

(IT) In an attempt to broaden strongholds in northern Taiwan and to balance deployment, we relo-
cated the Fengjung Branch to Neihu District, Taipei, and renamed it “Neihu Branch” ;
Taitung Credit Cooperative was relocated to Hsinchu County and renamed “Chupei
Branch” ; Chihpen Branch relocated to Taoyuan County and renamed “Linkou Branch” ;
Peinan Branch relocated to Tainan City and renamed “Tainan Branch” . As approved by the
Ministry of Finance in March 2001, the Fengtien Branch and Fenglo Branch had already been
suspended but were, under Fuhwa Bank's policy, consolidated into Fuhwa Bank and reinstated
and renamed “Yilan Branch” and “Kinmen Branch” .
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Particulars of theTaitung Credit Cooperative

As of December 31, 2004

In NT 1,000 dollars
Name of financial institution  |Guaranteed Liability Taitung City Credit Cooperative of Taitung County
Financial institution location (427 Chumghua Road, Sec. 1, Taitung City, Taitung County
Responsible person Chen Hsien-hsing, Chairman of the Board
Paid-in capital INT$ 104,024

Major business lines

1. To accept checking deposits.

2. To accept demand deposits.

3. To accept time deposits.

4. To accept savings deposit.

5. To extend short-term, mid-term and long-term loans.

6. To discount negotiable instruments.

7. To invest in government bonds, short-term bills, corporate bonds and
financial debentures.

8. To handle domestic remittance.

9. To handle services in collection and payment of payable sums.

10. To render agency services related to the aforementioned business operation.

11. To render other business and services as approved by the Central

Government authorities.

Major products Deposit & loan business

Total assets 3,013,911

] Total liabilities 2,930,261

g: Total equity 83,650

=

% Operating revenues 121,538

g- Gross operating profit 81,529

% Profit/Loss (25,790)

§ Profit/Loss this term (25,702)
EPS (NT$) (23.34)
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Coumpany Operations

|.Business items

() Bugness Fuhwa Bank is approved to operate

1.

S O 0 9 N L B WD

19.

20.
21.
22.
23.

24.
25.

26.

To accept checking deposits.

. To accept demand deposits.

. To accept time deposits.

. To extend short-term, middle-term and long-term loans.

. To discount negotiable instruments.

. To invest in marketable securities.

. To process domestic remittance.

. To process acceptances of commercial drafts.

. To issue domestic letters of credit.

. To render guarantee for corporate bonds issuance.

. To handle domestic guarantee business.

. To act as an agent for receiving payment and remittance.

. To underwrite government bonds, treasury bonds, corporate bonds and corporate stock.
. To render credit card services.

. To handle short-term bills brokerage, certification and proprietary underwriting business.
. To carry out the business of warehousing and property custody services.

. To lease safe deposit vaults.

. To render business operation as stated on the business license or as approved by the compe-

tent authorities at the Central Government level.

To engage in import/export foreign exchange, general outward and inward remittances, for-
eign exchange deposits, foreign currency loans and guarantee business for secured payment
in foreign currencies.

To buy and sell gold bullions, silver bullions, gold coins and silver coins.
To render business services as accredited by the Trust Business Law.
To buy and sell government bonds.

To engage in business of derivative financial commodities as approved by the competent
authorities at the central government level.

To purchase foreign accounts receivable incurred by domestic firms in export.

To transfer the foreign accounts receivable of exporters purchased to foreign factors of
accounts receivable.

To purchase domestic accounts receivable incurred by domestic firms in domestic sales.
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(1) An overview of busness performance

1.Deposits

As of December 31, 2004, the aggregate of Fuhwa Commercial Bank's deposit balance
came to NT$227.6 billion, increasing by NT$36.8 billion or 19.29% over NT$190.8 billion
of the corresponding date of the preceding year; including demand deposits in New Taiwan
Dollars and foreign currencies amounting to NT$ 66.8 billion, accounting for 29.35% of
the total; time savings deposit balance came to NT$160.8 billion, accounting for 70.65 % of
the total.

2.Loans

As of December 31, 2004, the total balance of loans (including overdue loans) came to
NT$197.2 billion, increasing by NT$25.8 billion or 15.05% over NT$171.4 billion as of
December 31, 2003; including the balances of mid-term and short-term loans and overdraft
amounting to NT$ 44.3 billion, accounting for 22.46 % of the total loans; balance of mid-
term loans NT$77 billion, 39.05% of the total; the balance of long-term loans was NT$
69.8 billion, 35.40 % of the total; overdue loans NT$5.7 billion, 2.89 % of the total.

3.Foreigh exchange

In 2004, Fuhwa Commercial Bank operated foreign exchange business amounting to
USS$ 8.345 billion in total, growing by 35.49 % over US$6.159 billion operated in 2003. Of
the total balance, import business accounted for 10.15% of the total and export 2.99 % of
the total; outward remittance 40.26 %6 and inward remittance 46.60 % of the total.

4. Guarantee and acceptance

The guarantees and acceptances rendered by Fuhwa Bank include primarily accep-
tances, guarantee for corporate bond issuance, performance bonds for project tenders,
advance payment return bonds and guarantee for issuance of commercial papers. As of
December 31, 2004, the total of guarantees and acceptances reached NT$10.53 billion,
increased by 10.61 %, including acceptances NT$ 1.13 billion, guarantee for issuance of
corporate bonds NT$1.1 billion, guarantee for performance bonds NT$1.19 billions; guar-
antee for commercial paper issuance NT$3.85 billion, guarantee for financial institution
loans NT$580 million and other guarantees and acceptances NT$2.68 billion.

5.Trust services

As of December 31, 2004, the balance of trust assets of the entire Fuhwa Commercial
Bank totaled NT$33.322 billion, increasing by NT$15.143 billion or 83.30% over
NT$18.179 billion as of December 31, 2003. In 2004, Fuhwa Commercial Bank made a
total of NT$195.04 million as revenues in handling charges (including revenue of handling
charges for earmarked trust NT$185.25 million and trust handling charges revenue NT$9.79
million), increasing by NT$62.82 million or 47.51% over NT$132.22 million (including
revenue of handling charges for earmarked trust NT$132.2 Imillion and trust handling
charges revenue NT$10,000).

Fuhwa Commercial Bank has spared no effort to boost its business services as a custo-
dian bank. As of December 31, 2004, we had taken into custody ten domestic securities
investment & trust funds in the asset scale up to NT$ 46.233 billion. In addition, we took
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into custody sixty accounts of discretionary investment in total asset scale of NT$ 596 mil-
lion, alongside 9 business guarantee bond accounts in total asset scale of NT$875 million.
During 2004 year round, Fuhwa Commercial Bank made a total of NT$58.52 million rev-
enue through handling charges, an astonishingly growth of 1,056.52%. We certified securi-
ties in a total of 91 cases, increased by 18 cases over the 73 cases certified in 2003. In
2004, we certified up to a total of NT$9.588 billion, decreased of NT$719 million from the
total of NT$10.307 billion certified in 2003. The revenue earned through handling charges
from certification came to NT$1.294 million, increased by NT$373,000 over NT$921,000
earned in 2003.

6.Credit card services

In regards to credit card issuance, as of December 31, 2004, the total accumulated
number of credit cards issued reached 514,066 cards, increased by 6,706 cards or 13.39%
over the total of 453,360 cards that have been issued as of December 31, 2003.

In terms of the amount charged by clients with credit cards, the total consumption in
2004 stood at NT$7.84773 billion, increased by NT$1.1292 billion, or 16.35% over NT$
6.74481 billion attained in 2003.

In 2004, the balance of cash advanced with credit cards totaled NT$1.32734 billion,
which grew by NT$443.81 million, or 50.23% over NT$883.53 million recorded in 2003.

7. Operating revenues, expensesand earnings

In 2004, operating revenues totaled NT$10.27586 billion, increased by NT$1.52525
billion over the total of NT$8.75061 billion of 2003. Those revenues primarily came from
interest income of NT$8.15606 billion, accounting for 79.37% of total operating revenues;
revenues from handling fees totaled NT$1.57246 billion, 15.30% of the total operating
income. The operating expenses totaled NT$ 8.27869 billion, increased by NT$571.12 mil-
lion or 7.41% over NT$7.70757 billion of 2003. The major expenses included interest
expense of NT$2.86248 billion, accounted 34.58% of the total; business expenses NT$
1.9459 billion, 23.50% of the total; overheads NT$1.32787 billion, 16.04% of the total; all
reserves of NT$1.55057 billion, accounted for 18.73% of the total; net profit before tax
NT$2.05066 billion. After deducting income tax of NT$548.4 million, the net profit after
tax stood at NT$ 1.5226 billion.

(1) Business ope ating plans of theyear
Corpoate banking

1. Continuously develop corporate banking operational base to enhance fee-income prod-
uct profitability.

2. Provide diversified products that meet customer's needs, such as factoring, TMU, syndi-
cated loans, and investment banking services to meet customers’ needs for one-stop
shopping.

3. As the Statement of Financial Accounting Standards No. 34 will be in force in 2006,
Fuhwa Bank will aggressively seeking “target groups in greater demand for the hedging

risks” and “target groups for structured products” so as to continuously develop TMU
business.
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4. Develop new financial products, such as non-principal forward foreign exchange in
RMB (known as NDF), non-principal exchange options in RMB (known as NDO), and
interest rate derivatives.

5. Set up e-banking structure to enhance electronic banking services.

6. Strengthen account officers's professional knowledge and marketing skill, to transform
Fuhwa Bank from a “loan provider” to a “solution provider” , to boost the banks’
competitive edge.

Consumer banking
1. Mortgage & Credit loan:

(1)Mortgage products:distinguish consumer demand of “home buyer” , “home equi-
ty” and “refinance” , offering 110% mortgage, insurance mortgage, comprehen-
sive mortgage, overdraft mortgage, HELOC, refinance, etc. to meet consumers’
demands.

(2)Consumer loan products: “serving new clients” as a principle and offering new
products such as prime and super prime consumer loans, Debt Consolidations Loan
and Sub-prime Loan, etc.

(3)Customer retention: strengthening relationship with existing clients, improving
clients’ satisfaction, offering products such as “coming home” project.

2.Consumer financing: forming strategic alliance with selected factoring companies, car
dealers and manufacturers for consumer financing services, promoting small installment
loans of durable goods.

3.Credit cards: strengthening alliance partnership and enhance the added value of credit
cards.

4.Insurance agent business: exploring diversified channels and marketing strategies.
5.Keeping buildings high-performance sales teams.

6.With the aggressive growth in 2003 and 2004, the consumer banking business has
reached sufficient economies of scale to engage in commercial advertisement to boost
branding.

Deposit business

1. To thrust the deposit business and probe into new customer bases, Fuhwa Bank
launched “Open Sesame, Big Fortune Come on in” in the first quarter of 2005, and
offered clients an effective means to manage their assets.

2. To promote demand deposits to enhance profitability and improve deposit structure.

3. To continuously increase Fuhwa Bank's sales outlets and concerted service counters to
team up with the securities terminals for securities services. Through such efforts,
Fuhwa Bank will increase it demand deposit ratio and profitability.
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Wealth management
1. Distribution channels and outlets:

Based on banking and securities channels, Fuhwa Bank will improve its tele-
banking/cyber banking, tele-markting centers as well as automatic service facilities to

increase opportunities for wealth management.
2. Wealth management sales team:

To maximize the performance of the distribution channels, Fuhwa Bank will assist with
the training of brokerage agents to obtain certification and licenses required for wealth

management
3. Establish an efficient product management model:

Wealth Management Product Review meeting will be held regularly to coordinate
research and development and introduction of products.

4. Broaden customer bases and money management asset size:
Fuhwa Bank will develop new customer bases through strategic alliances with different
trade lines and through existent clients recommendion of potential clients.

Trust business

1. To continue increase money market mutual fund size.

2. To continue boost custodian bank business scale.

3. To establish e collective management accounts for a various trust funds.

4. Seeking to act as a trustee in financial asset and real estate securitization.

5. To promote money trust business and property trust business.

Credit card busness
1. Steady increase the credit card volume

We will continue to promote the “Priceless Credit Platinum Card” and the “Transasia
Airways Card” keep launch new products such as CHIP Card and Pesonalize Card.
Meanwhile, will take advantage of the unique added functions to meet customer needs

and retain loyalty to Fuhwa credit cards.
2. Improve profitability

We will strengthen credit card related financial services and money management activi-
ties. In line with peak seasons, we will launch a number of promotions and consistently
offer benefits to cardholders to boost the bank's profit.

3.Service strategies
(1) Enhance services and boost efficiency. Strengthen Call Center Services.

(2) Extend Call Center services to customers requiring information regarding deposit-
making, mutual fund, foreign exchange and wealth management consulting.

(3) Offer integral service systems, including ACD ( AUTOMATIC CALL DISTRIBU-
TOR ) System IVR (Interactive Voice Response ) Systems and CTI ( Computer Tele-
phony Integration ) Systems. These systems may connect with the Internet, e-mail
system and fax to provide better services to customers.
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(IV) Market analysis

Since the government launched its Phase I Financial Reform in 1999, most banks have
tremendously improved their asset quality. In October 2004, President Chen Shui-bian
announced four goals of Phase Il Financial Reform. The primary goal is to have the top
three financial institutions together gain a market share of at least 10%; the number of state
owned financial institutions to be reduced from 12 to 6; and to halve the number of financial
holding companies to half the current number before end of 2006; and at least one financial
holding company is operated by foreign investors or listed abroad. These government poli-
cies initiated the M&A trend in the market. We anticipate the trend to continue in 2006 as
financial institutions will seek M&A opportunities to increase size and stay in the market.

Aside from the M&A trend that will continue to shake the financial market, asset quality
is believed to be another key factor that affects a bank's profitability. From July 2005, Tai-
wan's nonperforming loan ratio and definition of bad debt provisioning will meet interna-
tional standards, ie. asset types will be classified in to 5 types instead of 4 and losses
incurred as a result of nonperforming loan sales may not be amortized in 5 years. Banks that
fail to meet such standards may have to improve their asset quality at the expense of profits.

Furthermore, Taiwan's Financial Accounting Standards will undergo a major reform in
2005 in order to meet the international standards. Under the “Consolidated Financial State-
ments” as per Statement of Financial Accounting Standards No. 7, and Statement Financial
Accounting Standards No. 35 regarding asset impairment that will be in force in 2005,
financial institutions with complicated divestment and those with higher goodwill book
value and greater idle assets will be affected most. Statement No. 34 “Accounting Guide-
lines for Financial Products” that will be in force in 2006 will create an even more exten-
sive impact, particularly financial institutions that have more derivative position. As a coun-
termeasure, financial institutions will make prudent adjustment of various financial ratios
ahead of schedule in 2005 to minimize the adverse shock.

The rising interest rate is another factor that may significantly affect the financial
industry. Where there are increasing difficulties to trade in the stock market, financial hold-
ing companies mainly rely on banks as their major profit sources. In Taiwan, interest
income remains the major source of income for banks. Consumer banking business benefits
less than corporate banking in the event of widened interest margin as a result of rising inter-
est rates. Corporate banking, on the contrary, will benefit more. As lending rates for corpo-
rate banking have been down to a historical low, corporate banking business can better
respond to the rising interest rates in the market. Moreover, weaker demand in the past
reduced deposit/loan ratio. Corporate banking business face less funding cost pressure when
interest rates go up, therefore become a main beneficiary of rising interest rates.

Amongst consumer banking loans, high interest margin products such as credit cards
and cash cards have not been able to reflect the rising capital costs to raise interest rates as
the lending rates have reached the ceiling. Meanwhile, the credit card market has reached
maturity while cash card market is approaching the same stage. The market has been saturat-
ed as a result of over competition. The overall growth rate of the market will be, therefore,
slowed down. The momentum to grow has been weakened.
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In addition, the “New Basel II Accord” , which is vital to bank's lending reform, is
scheduled to come into effect by end of 2006. All financial institutions have been preparing
themselves in this regard. After the new system is in force, corporate banking business will
undergo critical pressure. Banks whose capital adequacy ratio stays around 8% will be
forced to introduce capital injection or tighten loans. However, those with high capital ade-
quacy or are even capable of booking their own capital through internal rating methods
(known as IRB) will be in a better position. The financial strength gaps among banks will

be widened much further.

(V) Financial product reseach and business development overview
1. Financial productsreseach

Fuhwa Bank has, since its commencement of business operation, committed to meet
consumers needs and introduced new financial products all the time to respond to the
changing market. In the future, we will adhere to this goal to develop more financial

products to strengthen competitiveness.
(1) Develop collateral loan obligation (CLO) business.
(2) Set up e-banking structure and strengthen its operation.

(3) As scheduled for consumer banking services, we will adopt sound product line strate-
gies during 2005~2007 to meet customer needs. In addition to the continuous effort to
develop market, maintain relationship with loan customers and enhance customer sat-
isfaction, we will team up with major logistic channels to launch specific products. In
the future, advertising exposure will be adopted to enhance Fuhwa's publicity and

brand awareness.

(4) Forming strategic alliance with selected factoring companies, car dealers and manufac-
turers for financing services and promoting consumer loans to target clients.

(5) We will carve out added business horizons including custody of securities, real estate
trust, securitization of financial assets and real estate, mutual trust fund in the money
market, and centralized management of accounts to broaden turst assets and increase

the handling charge revenues.

(6) Research and develop wealth management packaged products, strengthen the finance

management teams expertise to help customers enlarge asset size.
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. Research and development

Date scheduled for
Project title online Contents of Projects in brief
performance
Chop and signature imaging system 2005.1Q Customers’chop and signature imaging storage

and retrieval system.

System for the processing and management

Financial asset securitization system 2005.1Q financial asset securitizafion.

Consumer banking collection and . .

application processing, underwriting 2005.2Q Al:itomaic? th_e Consumq- bank:gng co-lllectlon

sys and application processing/underwriting.
Provide virtual ATM functions(except cash

HOME-ATM 2005.2Q withdraw) through CHIP ATM card and TV at
home.

. Set up customer credit investigation module

Phase II of data warehousing 2005.3Q and upgrade the quality of loan cases.

Group employee portal 2005.3Q Web portal for group employees.

New 5 types NPL evaluation system 2005.3Q System to evaluate NPL by 5 types.

Auto and installment loan System for auto and installment loan credit

L ; 2005.3Q . i
application processing system review and underwriting,
. e Provide branches the historical transactions

History transactions inquiry system 2005.3Q inquiry capability.

Collective fund management system 2005.3Q System for managing collective funds.

Credit risk data mart 2005.3Q Data mart for credit risk analysis .

. . Centralize the data entry, document imaging,
_Cent::allzed chec_ks processing and 2005.4Q data processing and settlement/clearing of
imaging processing systems checks

. . . Centralize the data entry, document imaging,
Ceni;‘ahzed ttqnce operation 2005.4Q data processing and settlement/clearing of
and image processing systems Hance
Real estate trust system 2005.4Q System for real estate trust account

management and services.
S;gfel;loan application processing 2005.4Q System for stock loan application processing.
Audit document management 2006.1Q  |E-enabled the Audit documents management.

system

136




Credit card application processing

2006.1Q

System for credit card application processing,

and underwriting system scoring and underwriting.
Bank & Securities info transmission Platform that automate the transaction info
2006.1Q -

platform transmission.

Market risk management systemn 2006.1Q In line with Basell, set up the market risk
management system.

Corporate banking credit review and 2006.1Q System for corporate credit review and

collateral management system ) collateral management.

Generation IT Cyber-banking 2006.2 Beef up safety and services for clients in the

System 2Q Internet trading.
Front end system to provide 24X7 nonstop

Front end processing system 2006.2Q processing of ATM, IVR, Internet
transactions.

Forex document imaging system 2006.2Q Document imaging for Forex .

. Futurereseach and development plans

(1) NEC mainframe equipment procurement and installation

The NEC mainframe equipment procurement and installation are to meet the needs for
the incerasing trading volume after the merger of Credit Cooperatives, extensive establish-

ment of securities collection and payment departments as well as the need for the equipment

office to be set up when the Central Information Office is relocated to Taipei.

(2) FEP cross-bank prevenient systems

Integrate the ATMs, voice, cyber banking and such electronic channels to provide 24-

hour services; set up ATM monitoring systems to enhance ATM efficiency to upgrade of

customer services quality.

(3) Foreign exchange business oriented image processing systems

Centralize data management, minimize the inconvenience of mailing and fax docunents,

to standardize operating procedures.

(4) Audit document systems

Automatic processing of audit documents to enhance administrative efficiency of audi-

tors.
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(5) Affiliate bank's specimen seal systems

Where a client turns to a counter for trading, the teller may check and verify the speci-
men seal online. In case of inter-bank trading, the teller may access the specimen seal
archive to check and verify the seal, which will enhance tellers’ efficiency and service
quality.

(6) Centralized fund management system

Issue collective funds to provide diversified products to clients. Fuhwa Bank may
increase its fee income and custodian fee.

(7) Real estate trust

Provide diversified products to clients. Fuhwa Bank may increase its fee income and
custodian fee.

(8) The e-system for corporate banking loan procedures

Centralize data management and standardize the operating procedure.

(9) Setup of the market risk management system

Set up the market risk management system in line with the new BASEL II Accord.

(10) The operating procedures of the operation risk management system and risk assessment

Set up the operating procedures of the operation risk management system and risk
assessment system in line with the new BASEL II Accord.

(11) The data mart setup for the loan risk analysis data

Set up the loan risk analysis system in line with the new BASEL II Accord.

(V1) Long- and short-term business development plans

1. We will adjust the credit granting structure in full steam, upgrade the quality of services to
mitigate price war.

2. Provide multifaceted and comprehensive integral services oriented to customer needs to
live up to their one-stop shopping needs.

3. Boost product lines, channels and sales promotion strategies toward diverse, differential,
customized, and low cost development.

4. Try by all means to rationalize control and management of expenses to maximize the uti-
lization of resources.

5. Beef up the competence of risk management and minimize risks in loans.
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. Particulars of employees

Year 2003 2004 3/31/2005
Number of employees 1,925 2,376 2,446
Averape age 32 33 34
Average seniority 3.82 349 355
Ph.D, 1 2 2
Master 118 125 127
Educational | vy 0oty 1,449 1,814 1,882
level
Senior high 351 429 429
school
Below senior high 6 6 6
school

Titles of professional licenses
possessed by Fuhwa
Commercial Bank employees

Internal control, moneymalking planning specialists, grassroots level
loan tellers, advanced level loan tellers, grassroots foreign exchange
specialists, trust tellers, securities sales specialists, high level
securities sales specialists, securities analyzers, industrial analyzers,
futures tellers, investment & trust consultants, property insurance
tellers, property insurance agents, property insurance brokers,
investment-oriented insurance specialists, real estate brokerage tellers,
real estate brokers, life insurance agents, life insurance agents, general
examination and higher examination of the nation, Class B Special
Examination, Class C Special Examination, land registry professional
agents, Labor Safety & Health Specialists, Bond Specialists, Bill
Tellers.

139



Ill. Coporateresponsbility and moral behavior

Through the Fuhwa Culture & Education Foundation, Fuhwa Bank has spared no effort
to devote itself to society and to extend warmth and support to the needed under the corporate
philosophy of “wholehearted devotion and thoughtful contribution” . In the sacred mission of
building a harmonious and prosperous society, Fuhwa Bank has been an active member of the

society.

(I) Social welfare
1. FuhwaElite Scholar ship

Fuhwa Commercial Bank has established the “Fuhwa Elite Scholarship” in an effort
to help aspiring students and foster high-caliber elites for the nation. Such “Fuhwa Elite
Scholarship” is available to potential university and college students in related finance

and legal majors every yesr .

2. Post-typhoon reconstruction

Typhoon Aere hit Taiwan hard, in particular the mountain areas, on August 24, 2004.
Many aboriginal villages were critically damaged or even destroyed. While the grownups
were kept busy in the reconstruction work, school children were virtually unattended at
school or after school. In an attempt to lend a warm helping hand, Fuhwa Bank sponsored
Taoshan Primary School in Wufeng Hsiang, Chienshih Hsiang Aboriginal Tribal Associa-
tion's After-school Guidance Center in Hsinchu County, as well as Tayuan Tribe Deep-
Cultivation Association of Miaoli County. We donated financial subsidies to support after-
school counseling programs so that those children in the disaster stricken area could have

a safe environment for after-school learning.

3. Lend ahelping hand to theremote areas

In 2004, Taiwan was critically hit by July 2" flood and Typhoon Aere. Numerous
rural mountain areas were damaged by landslides and mudslides, which led to severe loss-
es, driving the local community into desperate adversity. As always, Fuhwa employees
showed how they cared by visiting the remote area villagers and donating them daily
necessities on many occasions. We hope that these acts could function as the catalyst for
more people to contribute more, with the hope that the underprivileged people will receive

practical gains to meet their mental and physical needs

4. Sidewalk sgponsorship

To render thanks to the society and create a better environment, Fuhwa invested more
than NT$2 million to sponsor the corridors and sidewalks around the Fuhwa Headquarters.
We are encouraged to see that pedestrians are pleased by Fuhwa Bank's thoughtfulness in

contrast to the hectic urban hassle.
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() Academic culture

The “Striving for Excellence” Project launched by the National Culture and Arts Foun-
dation (NCAF) is intended to foster talents of arts of the nation, promote Taiwan's arts and
cultural development to link up with the international trends to accomplish the goal of build-
ing Taiwan into the Island of Culture. In 2004, Fuhwa Bank echoed NSFG Foundation and
teamed up with Wu Dong-Jinn Foundation, Sinkong Wu Huo-shih Foundation to jointly sup-
port the “Striving for Excellence Project for Performance Arts —the Best Production of Per-
formance Arts” Scholarship and Grants Proiect. Through such efforts, Fuhwa Bank intends
to spearhead a trend to encourage the art world to go upward and to launch cross-line cooper-
ation toward the sustainable operation among the literature and art groups and boost their
competitive edge in the international community. Out of the 59 production proposals present-
ed by 50 competitors, 8 production proposals presented by 8 competitors were selected as the
awardees. The proposals were awarded NT$1 million each at most as the premiering fee
along with a NT$7.5 million subsidy.

(1) The environmental protection system

Continually lend an impetus to environmental protection awareness and put environmen-
tal protection into effect.Vigorously echoing the environmental protection policy launched by
the government, Fuhwa Bank has unfolded a variety of internal environmental protection
measures. Under these measures, all employees are to cherish resources, recycle paper and
other resources as much as possible. In all branch banks, we reclassify garbage and resources

to assure meeting the goals within the shortest time.

(IV) Sustainable opeation to create value to shareholders

As always, Fuhwa Bank devotes itself to Taiwan's banking market in the principle of
honesty and stability even during the time when Taiwan economy was undergoing the worst
adversities. Looking forward, Taiwan's banking industry will face a “service
revolution” .Fuhwa Bank will try all it can to locate its unique characteristics and discover
any virgin markets to best serve the clients. As we watch the world's economic development,
we will extend our operation to more diverse fields to keep in line with the international
trend. While maintaining the bank's business operation, we will devote to product innovation
to tackle the intensifying competition. We are confident that our effort to create value for our
shareholders will lead us to victory.
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V. Information Infragsructure

() The exiging information system framework and software / hardware
equipment

FISC

Main(ramc IBMAS/400 SUNUNIX SERVER

| g [
g mE

Voice ) ATM/P&SSbOOk Call Center E—Barlking Branch/Tel ler
Response Unit Update Systen
Machines
1 ~ NEC/IPX7800 (ACOS- 4/NPX)

N

Deposits, loans, remittances, interbank transaction, agency, ATM, debit cards, interna-
tional cards, campus IC cards, Combo cards, remittance in package, the Mammon,
stock short sales, specimen seal systems, Note Processing Center.

SUN E3500 ( Solaris)

(DBU ~ OBU), foreign exchange, TMU, portfolio deposits, auto loans, motorcycle
loans, project auto loans, safe deposit, capital management (Financial Department),
asset securitization.

IBM RS6000 (AIX)

Scrambler, DW ~ SAP ~ EAL

IBM AS400(0S/400)

Funds, foreign currency trust, custodian banks, equity linked notes, shareholding trust.

NT SERVER

Voice, statement dispatch (DPS) ~ SWIFT ~ cyber banks, management information
database (MIS ~ AIS) ~ client contribution/AO performance ~ JCIC joint due dili-
gence (MQ) ~ input management, appraisal inquiry, notes/bonds (McAfee) ~ account
receivables, credit cards (EDS) ~ employee portal, E-MAIL server ~ memorandum
management (NOTES) ~ money management network (electronic statements) °
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(I) Plansfor future procurement or development

1. Procurement
(1) ATM Hardware Security Module (HSM) (T_DES).
(2) NEC new mainframe — magnetic tape equipment (CGMT _128T).
(3) NEC new mainframe — disk drive (i STORAGE).
(4) NEC new mainframe (IPX7800-113).
(5) Upgrade of corporate financial flow platform equipment
(6) Open-type platform co-shared mainframe.
(7) Data Warehousing (DW) Disk Array.

(8) Upgrade of joint credit information system (D-JCIC), mainframe and circuits.

2. Development
(1)ATM purchase transfer transaction
(2)EIS executive information system.
(3)HOME-ATM.
(4) Human resources systems.
(5) Real estate trust system.
(6) Memorandum management systems.
(7) Foreign exchange system market price assessment functions.
(8) Foreign exchange business image processing systems.
(9) Market risk management system.
(10) Securities trust system.
(11) Operation risk management system.
(12) Corporate banking credit review system.
(13) Money trust.
(14) Credit card credit scoring.
(15) Credit card credit review system.
(16) Insurance premium trust system.
(17) Clients’ transaction history inquiry system.
(18) Front desk trading systems for derivatives.
(19) Stock Loan Application management system.
(20) Data warehousing phase II — Data mining applications.
(21) Mutual Fund IVR system.
(22) Centralized operation for checks.
(23) Credit line booking systems for unit-linked bonds.
(24) Portal website for group clients.
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(25) Portal website for group employees.

(26) Appraisal systems for new assets categories.
(27) Centralized operation for remittance.

(28) Asset securitization system.

(29) Installment system.

(30) Consumer financing credit review system.
(31) Front end system for Inter Bank transactions.
(32) Audit Document management system.

(33) Balance transfer credit scoring system.

(34) Collateral management systems.

(35) The information exchange platforms of the Taiwan Stock Exchange Corporation
(TSEC).

(1) Emergency backup and security protection
1 -~ Timing for relocated backup rescue operation
(1) In case of aregional emergency

The unit concerned should ascertain the damage and inform the MIS Department's
emergency rescue personnel to dispatch information equipment and personnel for
support so that the operation may be restored to normal function.

(2) In case of an emergency at the Information Center

Rescue mission shall take place according to the information operation emergency
protocols stipulated by each unit and inform relevant units for support.

2. Security and protection measures

(1) To safeguard the computer systems, equipment and stored information, documents
and archives as well as personnel of the entire Fuhwa Bank and protection measures
shall be duly adopted as appropriate.

(2) Security and protection measures in the event of an emergency
D Precautionary measure

The computer room shall be equipped with quakeproof, fireproof, thunderbolt-
proof devices. The alarm system of such devices shall be automatically activated
in the event of an emergency.

® Crime protections

To prevent any intrusion, the computer equipment room should be isolated and a
surveillance system shall be installed at the entrance and exist to strictly control
access. Reinforced protection should be provided for archives and files to prevent
tampering with, altering of data or disclosure.

® Backup and retrieval

The computer hardware equipment shall be equipped with backup function.
Important files should be built with regular backup settings and sound retrieval
process. The Sales Departments should be equipped with independent remedial
capacity.
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(3) The computer machinery & equipment should receive regular maintenance and
logged.

(4) Aiming at the protection against a calamity, a mobile task forces should be organized
to be responsible for emergency rescue and drills must be held from time to time.

V. Labor relationship
() Major labor agreements and the enforcement

1. Employeewdfae
(1) Purchase labor insurance and National Health Insurance for all employees

(2) Purchase group insurance policies for employees, including term life, personal injury,
cancer, hospitalization, medical and occupational hazard insurance.

(3) Establish Employee Welfare Committee and stipulate relevant subsidy rules.
(4) Provided subsidies to clubs established by Fuhwa Bank employees.

(5) Provide educational scholarships for employees’ children.

(6) Provide subsidies to departments that hold leisure or travel activities.

(7) Provide meal allowances.

(8) Provide winter and summer uniforms.

(9) Offer special interest rates to employee savings deposits, pension deposits, mortgage,
property remodeling loans and consumer loans.

(10) Provide shareholding trust services to employees.

(11)Comprehensive regulations regarding employees’ retirement and leave-taking
process with regard to employee leisure time and career plans.

2. Retirement systems

Fuhwa Bank has enacted “Employee Retirement Rules” to help employees plan
their retirement.

(1) Requirements for retir ement:

@Voluntary retirement
A. Having served for at least fifteen years, in the age of 55 and over.
B. Having served for more than twenty-five years.

@ Early voluntary retirement:
A. Age over 50 years.
B. Age and years of service sum up to fifty five.

@Mandatory retirement
A. Over sixty years of age.
B. Incompetent to perform job duties due to mental illness or physical inability.

(2) Pension payment
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(DThe years of service not applicable to Labor Standards Law shall be given one point
y pp g p
per year of service; up to thirty points as maximum.

@The years of service applicable to the Labor Standards Law shall be given two
points per year of service with one point for each year of service after 15 years of
service, up to 45 points as maximum.

(@Any fraction of the year of service shall be counted as half year if less than half
year, and as one full year if over half year. Points calculated by parts shall not
exceed 45 points in total.

@An employee who takes the initiative to apply for early retirement may gain addi-
tional 0.5 point for each year of service (any fraction less than one year shall not be
included), provided however, the total of which shall not exceed 5 points.

(3) Fuhwa Bank has duly organized the Employee Retirement Fund
Super visory Committee and has appr opriated the reserve fund on a
monthly basis.

3. Other significant accords. None.

() Losses incurred by Fuhwa Bank as a result of labor disputes over the past
three years

1. 2002: None.
2. 2003:

(1) In the case of Ching-Hang Chen's claim for pension payment, Fuhwa Bank shall pay a
total of NT$1.74 million as pension payment according to the final judgment rendered
by the court.

(2) In the case of Chin-fu Wu' claim for ascertainment of the employment relationship,
Fuhwa Bank shall pay a total of NT$5.91 million as salary payment according to the
final judgment rendered by the court.

3. 2004: None.

VI. Mgor contracts

Starting and N
ontractual A s 1 g Restrictive
Counterparts ending dates of |Contents in highlights
Froperty the ontracts terms
verall Taitung Credit 2003/07/09~
e-over Cooperative 2004/06/07
Consolidate correlation items
Tainan 7th Credit 2005/01/10~
Cooperative 2005/06/17

VIl. The following categories of securitized producis which have been carried out
by Fuhwa Commecial Bank in accordance with the Financial Asset Securitiza-
tion Satute o Real Estate Securitization Satute over the pad years and relevant
information: Nil.
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Capital Expenditure Plan and Execution

In NT 1,000 dollars

fem ﬁ‘;ﬂuﬁi&)f ?gﬂ‘;ﬂlegr Total The Execution of Major Capital Expenditure
8 Source of | Completion | Amount
Capital  |Date 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

Upgrade BISIT Owned
into NBT version | capital 2003.1 12,655| 12,655 - - - - - -
Generation IT
Cyber-banking | O¥04 | 20035 | 3985 3085 - - - - - -
System P
The NBT
equipment of the
Securities Ovwned
Collection & capital 2003.3 672 672 - ) B - ) B
Payment
Department
e 10| et | 20033 | stt00| stie0] - . . - - -
The NBT
software and ‘c)a‘;’i'fa‘} 2004 | 2| 2| - : ; - - -
equipment
Automatic
Passbook Update Owntz:il 2003 4 10,020| 10,020 - - - - - -
Machines capi
Automatic Teller
Machines ?;v?gil 2003.4 28,314 28314 - - - - - -
(ATMs) P
New purchase of | Owned
NBT terminals capital 2003.4 34,652 34,652 - - - - - -
Chung-sheng Owned
Building capital 2003.12 722 77292 - - - - - -
Horizontal

! Owned
';Zl