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Yuanta Commercial Bank Co., Ltd 
Balance Sheets 

December 31, 2011 and 2010 
(Expressed in Thousands of New Taiwan Dollars) 

 
  

December 31, 2011 December 31, 2010
Change 

Percentage
 ASSETS   Note   Amount    Amount   % 
Cash and cash equivalents  IV(1)  $ 6,335,318  $ 5,436,600   17
Due from Central Bank and call loans to banks IV(2)   104,082,173   119,213,436 (  13 )
Financial assets at fair value through profit or 

loss – net  IV(3) and V(2)   14,569,643   10,248,106   42
Investments in notes and bonds under resale 

agreements  IV(4) and V(2)    1,546,544   1,691,578 (  9 )
Receivables – net  IV(5) and V(2)   12,533,591   14,895,036 (  16 )
Bills discounted and loans – net  IV(6) and V(2)   348,783,971   284,751,517   22
Available-for-sale financial assets – net  IV(7) and VI   13,243,700   10,680,673   24
Held-to-maturity financial assets  IV(8)   151,450   151,840   -
Equity investments accounted for under the 

equity method– net IV(9) and V(2)   41,774   399,896 (  90 )
Other financial assets – net  IV(10)   431,978   439,175 (  2 )
Property, plant and equipment  IV(11) and (27)    
  Cost:     
    Land    1,285,037   1,315,941 (  2 )
    Buildings    560,982   620,992 (  10 )
    Office equipment    456,215   741,174 (  38 )
    Transportation equipment    25,233   30,873 (  18 )
    Miscellaneous equipment    811,257   1,151,535 (  30 )

  Subtotal    3,138,724   3,860,515 (  19 )
Less: Accumulated depreciation  (  720,572 ) (  1,296,279 ) (  44 )
Construction in progress    116,049   51,236   126

Property, plant and equipment - net    2,534,201   2,615,472 (  3 )
Intangible assets  IV(12) and (27)   2,326,540   2,456,470 (  5 )
Other assets     

Other assets – others  IV(13)   1,173,423   1,931,260 (  39 )
Deferred income tax assets  IV(28)   349,845   826,422 (  58 )

Other assets  – total     1,523,268   2,757,682 (  45 )
TOTAL ASSETS   $ 508,104,151  $ 455,737,481   11
     

(CONTINUED ON NEXT PAGE) 
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Yuanta Commercial Bank Co., Ltd 

Balance Sheets (continued) 
December 31, 2011 and 2010 

(Expressed in Thousands of New Taiwan Dollars) 
 

LIABILITIES AND STOCKHOLDERS’ 
 

December 31, 2011 December 31, 2010
Change 

Percentage
EQUITY  Note   Amount    Amount   % 
Due to Central Bank and other banks  IV(14)   $ 7,080,166  $ 16,807,124 (  58 )
Financial liabilities at fair value through profit 

or loss – net IV(15)    2,734,648   3,924,425 (  30 )
Notes and bonds payable under repurchase  

agreements 
IV(4) ,  V(2)  and

VI   -   100,170 (  100 )
Payables  IV(16) and (28)   8,348,665   9,952,864 (  16 )

Deposits and remittances  
IV(17)  and
V(2)    437,944,350   381,466,045   15

Financial debentures payable IV(18)    15,147,060   15,094,120   -
Accrued pension liabilities  IV(19)    125,404   114,780   9
Other financial liabilities IV(20)   5,826,442   3,119,273   87
Other liabilities  IV(21)    791,407   346,139   129
TOTAL LIABILITIES    477,998,142   430,924,940   11
     
STOCKHOLDERS’ EQUITY     
Common stock  IV(22)    25,108,131   21,811,335   15
Additional paid-in capital IV(23)    2,850,363   1,377,456   107
Legal reserve  IV(24)    528,484   133,429   296
Special reserve IV(24)    22   -   -
Unappropriated earnings  IV(25) and (28)   1,706,399   1,316,851   30
Other stockholders’ equity     

Unrealized profit or loss on available-for-sale 
financial assets IV(7)  (  72,775 )   217,213 (  134 )

Unrealized net loss on accrued pension cost IV(19)  (  14,615 ) (  43,743 ) (  67 )
TOTAL STOCKHOLDERS’ EQUITY    30,106,009   24,812,541   21
     
COMMITMENTS AND CONTINGENCIES VII     
TRUST ASSETS  X(4)     
SUBSEQUENT EVENTS  IX    
TOTAL LIABILITIES AND 

STOCKHOLDERS’ EQUITY  $ 508,104,151  $ 455,737,481   11
    

The accompanying notes are an integral part of these financial statements.  
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Yuanta Commercial Bank Co., Ltd. 
Statements of Income 

For the Years Ended December 31, 2011 and 2010 
(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share) 

    2011    2010  
Change 

Percentage 
  Notes   Amount    Amount    %  
Interest income V(2)  $ 7,933,540  $ 6,039,419   31 
Less: Interest expense V(2) (  2,898,601) (  1,765,975)   64 
Net interest income    5,034,939   4,273,444   18 
Net non-interest income     
Net service fee and commission income V(2)   1,217,544   1,111,946   9 
Net gain (loss) on financial assets and 

liability es at fair value through profit or loss 
IV(3) and 
(15) (  692,225)   103,184 (  771) 

Net realized gain on available-for-sale 
financial assets  IV(7)   107,461   300,749 (  64) 

Net income on investment accounted for 
under the equity method IV(9)   22,177   32,093 (  31) 

Net foreign exchange gain  X(3)   998,390   239,683   317 
Gain (loss)on reversal of asset impairment 
-net    1,096 (  8,955) (  112) 
Other non-interest income    81,326   88,898 (  9) 
Net non-interest income    1,735,769   1,867,598 (  7) 

Net revenues    6,770,708   6,141,042   10 
Bad debt expense and gain on recovered bad 
debt  IV(6)   294,923   174,808   69 

Operating expenses     
Personnel expenses  IV(19), 

(27) and 
(2) 

(  2,824,311) (  2,522,779)   11 

Depreciation and amortization  IV(27) (  516,891) (  529,080) (  2) 
Other general and administrative expenses V(2) (  1,679,065) (  1,500,402)   12 
  TOTAL OPERATING COST  (  5,020,267) (  4,582,261)   10 

Income before income tax    2,045,364   1,733,589   18 
Income tax expense  IV(28) (  338,965) (  416,738) (  19) 
Net income    $ 1,706,399  $ 1,316,851   30 
Basic earnings per share  IV(29)      
  Before Tax  After Tax  Before Tax   After Tax  

Net income   $ 0.89 $ 0.74 $ 0.76 $ 0.58  

The accompanying notes are an integral part of these financial statements. 
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Yuanta Commercial Bank Co., Ltd. 
Statements of Cash Flows 

For the Years Ended December 31, 2011 and 2010 
(Expressed in Thousands of New Taiwan Dollars) 

         2011         2010 
Cash Flows From Operating Activities   
  Net income  $ 1,706,399  $ 1,316,851 
    Adjustments to reconcile net income to net cash 

provided by operating activities   
Share-based Compensation   47,218   - 
Depreciation    301,689   318,927 
Amortization   215,202   210,153 
Bad debt expense and gain on recovered bad debt (  294,923) (  174,808)
Realized gains on disposal of available-for-sale 

financial assets (  107,461) (  300,749)
Investment income accounted for under the equity 

method (  21,801) (  32,093)
Gain on disposal of equity investments accounted 

for under the equity method (  376)   - 
Cash dividends received from equity method 

investees   32,962   12,418 
Loss on disposal and retirement of fixed assets   32,219   29,454 
Loss on disposal and retirement of intangible 

assets   -   7,788 
Loss on disposal and retirement of idle assets   2,842   - 
Loss on disposal and retirement of other assets   276   111 
(Gain on reversal of) impairment loss on 

non-financial assets (  1,096)   8,955 
Construction in progress transferred to expenses    438   - 

Changes in assets and liabilities   
(Increase) decrease in financial assets at fair value 

through profit or loss (  4,321,537)   538,385 
Decrease in receivables    2,324,862   49,186 
Decrease in other financial assets    7,197   80,632 
Decrease in deferred income tax assets   476,577   716,928 
(Decrease) increase in financial liabilities at fair 

value through profit or loss (  1,189,777)   260,560 
Decrease in payables  (  1,668,998) (  1,581,161)
Increase in income tax payable   64,799   71,129 
Increase in accrued pension liabilities   41,584   56,718 
Increase (decrease) in other financial liabilities   2,744,926 (  268,733)

         Net cash provided by operating activities   393,221   1,320,651 
   
   

 
(CONTINUED ON NEXT PAGE) 
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Yuanta Commercial Bank Co., Ltd. 
Statements of Cash Flows (Continued) 

For the Years Ended December 31, 2011 and 2010 
(Expressed in Thousands of New Taiwan Dollars) 

         2011          2010 
Cash Flows From Investing Activities   
 Decrease (increase) in due from Central Bank and call 

loans to banks  $ 15,131,263 ( $ 42,978,622)
 Decrease (increase) in investments in notes and bonds 

under resale agreements   145,034 (  1,691,578)
 Increase in notes discounted and loans (  63,459,700) (  44,879,990)

(Increase) decrease in available-for-sale financial assets (  2,745,283)   5,154,103
 Decrease in held-to-maturity financial assets   390   49,412
Proceeds from disposal of equity investments accounted 

for under the equity method    349,156   -
Increase in equity investments accounted for under the 

equity method (  1,401)   -
Acquisition of property, plant and equipment (  328,500) (  292,878)
Proceeds from disposal of property, plant and equipment   1,220   90,409

 Increase in intangible assets (  4,286) (  5,254)
Proceeds from disposal of idle assets   53,700   -

 Decrease in other assets   693,502   115,070
 Indemnities due to acquisition of Chinfon Bank Package A   -   17,898,724
 Cash from acquisition of Chinfon Bank Package A   -   810,623
          Net cash used in investing activities (  50,164,905) (  65,729,981)
Cash Flows From Financing Activities   
 Decrease in cash in Central Bank and other banks (  9,726,958) (  5,905,726)
 Decrease in investments in notes and bonds under 

repurchase agreements  (  100,170) (  109,426)
 Decrease in lease payables (  37,757) (  17,512)
Increase in savings and deposits    56,478,305   64,207,218

 Proceeds from the issuance of financial debentures   10,000,000   5,000,000
 Repayment of financial debentures (  9,947,060) (  147,800)
Increase in other liabilities   204,042   123,126

 Capital injection with cash   3,800,000   -
          Net cash provided by financing activities   50,670,402   63,149,880
Net increase (decrease) in cash and cash equivalents   898,718 (  1,259,450)
Cash and cash equivalents at beginning of year   5,436,600   6,696,050
Cash and cash equivalents at end of year  $ 6,335,318  $ 5,436,600
Supplemental Disclosures of Cash Flow Information   
 Interest paid   $ 2,728,828  $ 1,613,285
 Income tax paid  $ 104,842  $ 87,893
   

The accompanying notes are an integral part of these financial statements. 
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Yuanta Commercial Bank Co., Ltd. 
Notes to Financial Statements 
December 31, 2011 and 2010 

(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Indicated)  

I. Organization and business 

1. Yuanta commercial Bank (”the Bank”), formerly Asia Pacific Commercial Bank, acquired 
approval for establishment from the Ministry of Finance on January 14, 1992 and 
launched its operation on February 12, 1992. The Bank is principally engaged in 
commercial banking activities allowed by the Banking Laws of the Republic of China 
(R.O.C.) and in business activities authorized by the supervising authority of the central 
government.  In accordance with the Financial Holding Company Act, the Bank joined 
Fuhwa Financial Holdings on August 1, 2002 through stock transfer and became a 
wholly-owned subsidiary. In September 2002, Asia Pacific commercial Bank was 
approved to be renamed Fuhwa Commercial Bank. 

2. On April 2, 2007, Yuanta Core Pacific Securities merged with Fuhwa Financial Holdings 
through stock transfer and became a wholly-owned subsidiary.  Under the approval of 
shareholders’ meeting in June 2007, Fuhwa Financial Holdings was renamed Yuanta 
Financial Holdings and the Bank was also renamed Yuanta Commercial Bank on 
September 23, 2007. 

3. As of December 31, 2011, the Bank has a trust department, an international banking 
department, an offshore banking unit, and 85 branches including the business department 
and 1 overseas representative office.  

4. In order to increase the number of branches, improve business and enhance market status 
and competitiveness, the Bank acquired the operations, assets and liabilities of 18 
branches of Chinfon Commercial Bank on April 3, 2010. 

5. The Bank's parent company is Yuanta Financial Holdings Co., Ltd. As of December 31, 
2011, the number of the Bank's employees was 2,565. 

II. Summary of significant accounting policies 

The accompanying financial statements of the Bank are prepared in conformity with the 
“Regulations Governing the Preparation of Financial Reports by Public Banks” and 
accounting principles generally accepted in the Republic of China. Due to the nature of the 
banking industry, assets and liabilities in the accompanying financial statements are not 
classified into current and non-current items. Nevertheless, accounts are properly 
categorized according to the nature of each account and sequenced by the liquidity of 
assets and liabilities. A summary of the Bank’s significant accounting policies and the 
measurement basis used in preparing the financial statements is as follows: 

1. Principles for preparation of the financial statements 

(1) The financial statements include the accounts of the head office, its branches and 
offshore banking unit. All intra office balances and transactions have been 
eliminated for preparation of the financial statements.
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(2) Trust department of the Bank, for internal management purposes, should maintain 
separate accounts and prepare separate sets of financial statements for the entrusted 
funds managed by the Bank. All the entrusted assets are booked in the memo 
account. 

2. Foreign currency transactions 

(1) Except for accounts of its offshore banking unit (OBU) that are maintained in US 
dollars, other accounts of the Bank are maintained in New Taiwan dollars.  

(2) Foreign currency transactions of non-derivative instruments are recorded based on 
the spot exchange rate at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies are translated at the spot exchange rates prevailing 
at the balance sheet date, and the exchange gains or losses are recognized in profit or 
loss. Non-monetary assets and liabilities denominated in foreign currencies are 
measured at historical exchange rates at the date of the transaction. However, 
non-monetary assets or liabilities denominated in foreign currencies measured at fair 
value shall be translated based on the spot exchange rate at the balance sheet date. 
When a gain or loss on a non-monetary item is recognized in profit or loss, any 
exchange component of that gain or loss shall be recognized in profit or loss. 
Conversely, when a gain or loss on a non-monetary item is recognized directly in 
equity, any exchange component of that gain or loss shall be recognized directly in 
equity. 

3. Use of estimates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the 
amounts of assets and liabilities, the disclosures of contingent assets and liabilities at the 
date of the financial statements and the amounts of revenues and expenses during the 
reporting period. Actual results could differ from those assumptions and estimates. 

4. Preparation basis of cash flow 

The statements of cash flows were prepared based on cash and cash equivalents. 

5. Cash and cash equivalents 

Cash on hand, foreign currency on hand, checks for clearing and due from banks are 
considered as cash and cash equivalents. 

6. Financial assets and liabilities at fair value through profit or loss 

(1) The Bank recognizes the purchases or sales of such financial assets, including stocks, 
beneficiary certificates and convertible corporate bonds and derivative financial 
instruments, using trade date accounting and of other financial assets in this category 
using settlement date accounting. These financial instruments are initially recognized 
at fair value plus acquisition or issuance cost. 

(2) Financial assets and liabilities at fair value through profit or loss include debt 
securities, equity shares and derivative instruments held or issued by the Bank. 
These financial assets and liabilities can be classified into two subcategories: 
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financial assets and liabilities held for trading purposes and designated financial 
assets and liabilities at fair value through profit or loss. Derivative financial 
instruments are foreign exchange forward contracts, currency swaps, interest rate 
swaps, currency and interest rate swaps, and options, which are entered into by the 
Bank in foreign exchange, interest rate and capital markets. Derivative financial 
instruments are for trading purposes except those accounted for under hedge 
accounting. Trading purposes include market creation, customer services and other 
arbitrage relevant activities. 

(3) The main purpose for acquisition or issuance of financial instruments held for trading 
purposes is to be sold or repurchased within a short period. The criteria used to 
designated financial assets and liabilities at fair value through profit or loss are as 
follows: 

A. Hybrid (combined) instruments; 

B. The designation can eliminate or significantly reduce the inconsistency of 
accounting measurement or recognition; or 

C. The designation is in compliance with the risk management or investment 
strategy specified by the Bank to evaluate the performance of assets or liabilities 
based on the fair values. 

(4) Financial instruments at fair value through profit or loss should be measured at their 
fair values. Fair values are the prices of financial instruments purchased or sold in an 
arm's-length transaction between transaction parties. A quoted market price, if 
available, in an active market is the best evidence of fair value. The fair value of 
listed or OTC stocks is the market closing price on the balance sheet date. The 
market price of open-end funds is the net value on the balance sheet date. The fair 
value of domestic bonds is the OTC's quoted market price on the balance sheet date. 
However, if a quoted market price is not available, the fair value of financial 
instruments should be estimated using information available or pricing models. 
Estimation of fair value is usually based on recent trading prices of similar financial 
instruments and supplemented by related valuation methods available. 

(5) The realized and unrealized gain or loss, including the amortization of discount and 
premium and the evaluation at fair values of derivative financial instruments for 
trading purpose, of financial instruments whose changes in fair value should be 
recognized in the current year's net income or loss. Cash dividends received during 
the holding period are recorded under "Net gain on financial instruments at fair value 
through profit or loss". Stock dividends are not recognized as income but treated as 
increases in the number of shares held.  

(6) After initial recognition, a financial instrument cannot be reclassified into the 
category of financial instruments at fair value through profit or loss and a derivative 
financial instrument cannot be reclassified out of such category. In accordance with 
explanatory letter Ji-Mi-Zih No. 296 issued in 2006 by the Accounting Research and 
Development Foundation, after the adoption of R.O.C. SFAS No. 34 "Financial 
Instruments: Recognition and Measurement", financial assets held for trading 
purposes which are provided as collateral for loans or refundable deposits should 
still be recognized as financial assets held for trading purposes. 

72



 

 

(7) Derivative financial instruments measured at fair value whose offsetting right has 
legal effect and are intended to be settled by net balance should be recorded as 
financial assets and liabilities at their net value. 

(8) When the embedded derivative financial instruments meet the requirements in R.O.C. 
SFAS No. 34, they shall be recognized separately with the main contract and shall be 
regarded as derivative financial instruments. The main contract shall be treated in 
accordance with related standards as financial or non-financial instruments. 

7. Available-for-sale financial assets 

(1) Except for stocks, beneficiary certificates and convertible corporate bond recognized 
using trade date accounting; the Bank recognizes the purchases or sales of such 
financial assets using settlement-date accounting. These financial instruments are 
initially recognized at fair value plus acquisition or issuance cost. 

(2) Available-for-sale financial assets are recorded at fair value, and the change in 
market value will be recorded in the stockholders' equity adjustment account; the 
accumulated profit or losses at derecognition shall be recognized as profit or loss of 
the period. Fair value is based on the quoted market price or estimated amount if the 
quoted market price is not available. The settlement prices on the balance sheet date 
for stocks listed on the TSE or OTC and the net asset value of open-end funds on the 
balance sheet date are adopted. 

(3) When there is an indication of impairment in the value of available-for-sales financial 
assets, the impairment loss should be recognized. If there is an indication that the 
impairment loss recognized has decreased in a subsequent period, debt securities of 
available-for-sale financial assets should be recorded as gains or losses, and equity 
securities of available-for-sale financial assets should be recorded as the adjustments 
of stockholders' equity. Accumulated unrealized gain or loss recorded under the 
equity account is recognized in the current year's income or loss when those financial 
assets are sold or derecognized. Interest income and cash dividend are recorded under 
"interest income" and "realized gain on available-for-sale financial assets", 
respectively. Cash dividends are recognized as revenue on the ex-dividend date or the 
date of the shareholder’s meeting. However, the dividend amount, if announced 
before the investment date, will be deducted from the investment cost. Stock 
dividends are not recognized as income but treated as increases in the number of 
shares held. 

8. Held-to-maturity financial assets 

(1) The Bank recognizes the purchases or sales of held-to-maturity financial assets using 
settlement-date accounting. These financial instruments are initially recognized at 
fair values plus acquisition or issuance costs. 

(2) The amortized cost, interest income or interest expense of held-to-maturity financial 
assets are calculated by the effective interest rate. If there is any objective evidence 
that the financial asset is impaired, impairment loss is recognized in profit or loss. If 
the fair value of the financial assets subsequently increases, and the increase can be 
objectively related to an event occurring after the impairment was recognized in 
profit or loss, the impairment loss shall be reversed to the extent of the loss 
previously recognized in profit or loss. 
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9. Financial assets carried at cost 

(1) Equity investments are recorded at cost using trade date accounting when their fair 
values are not measurable.  

(2) If there is any objective evidence of impairment, the impairment loss is recognized. 
Such impairment loss shall not be reversed. 

10. Accounts receivable 

(1) The spending of the Bank’s credit card holders is recorded as receivable based on the 
payment request for the products, not included as unearned profit. Interest income is 
recognized using the effective interest rate method on accrual basis. 

(2) The Bank engages in factoring and management businesses, and the interest and 
handling fees generated from such businesses are recorded as income of the period; 
possible allowance for doubtful loans is provided based on the assessment of 
factoring balance at period end. The unpaid factoring proceeds are accounted under 
“payables”. 

(3) Principal, interest and other advances of credit card spending overdue for 90 days that 
has not been paid shall stop accruing interest and shall be recorded as overdue 
receivables. The interest is recognized as income upon receipt during the non-accrual 
period. 

(4) Starting from January 1, 2011, the Bank adopted the newly revised SFAS No. 34 
“Financial Instruments: Recognition and Measurement”, in which loans and 
receivables originated by the Bank are included in the scope. Please refer to Note 2 
(11) for details of the policy of provision for doubtful loans and for accounts 
receivable. 

11. Loans 

(1) All loans are recorded initially at the actual amount lent out and purchase price, and 
reported at their outstanding principal balances net of any allowance for credit losses. 
The credit period of short-term loans is within one year, the credit period of 
medium-term loans is one to seven years, and the credit period of long-term loans is 
more than seven years. Loans with pledged assets are recorded as secured loans 

(2) Principal or interest overdue over three months is categorized as non-performing 
loans. In addition, when principal or interest has not been paid for over six months, 
the said principal and interest are transferred to “non-accrual loans”. When this 
occurs, interest is calculated and booked only in the memo account. 

(3) Starting from January 1, 2011, in accordance with SFAS No. 34 “Financial 
Instruments: Recognition and Measurement,” loans and receivables (including 
overdue receivables and interest receivables) are assessed on the balance sheet date 
whether objective evidence exists which indicates material individual financial assets 
are impaired, and immaterial individual financial assets are considered impaired 
individually or on a collective basis. If objective evidence indicates that the financial 
asset is impaired, the impairment amount is the difference between the financial 
assets’ book value and present value of estimated future cash flows discounted using 
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the original effective interest rate, and the impairment amount shall be recorded as 
bad debt expenses in the income statement. In the subsequent period, if the amount of 
the impairment loss decreases due to an event occurring after the impairment was 
originally recognized, the previously recognized impairment loss is reversed through 
profit and loss to the extent that the carrying amounts do not exceed the amortized 
cost that would have been determined had no impairment loss been recognized in 
prior years. 

(4) In accordance with the Regulations Governing the Procedures for Banking 
Institutions to Evaluate Assets and Deal with Non-performing/Non-accrual Loans 
issued by the Financial Supervisory Commission (FSC) of the Executive Yuan, the 
Bank assesses the collectability of credit assets based on the clients’ financial 
condition and principal and interest payments or overdue payments after taking into 
account the related collateral values. According to the abovementioned regulation, 
before January 1, 2011, the minimum credit loss provision  is 2% of the outstanding 
balance for Special Mentioned credit assets; 10% of the outstanding balance for 
Substandard credit assets; 50% of the outstanding balance for Doubtful credit assets; 
and 100% of the outstanding balance for loans classified as Losses. Starting from 
January 1, 2011, the minimum credit loss provision for unsound credit assets is 
calculated based on the abovementioned standard plus 0.5% of the outstanding 
balance for normal credit assets. 

(5) Reserves for guarantee liability are provided when the possibility of doubtful loans is 
evaluated from the ending balance for guarantees receivable and acceptances 
receivable. 

12. Notes and bonds under resale and repurchase agreements 

Notes and bonds under resale or repurchase agreements are accounted for under the 
financing method. Notes and bonds sold under repurchase agreements are recorded as 
“Notes and bonds payable under repurchase agreements” at the sale date. Notes and 
bonds invested under resale agreements are recorded as “Investments in notes and bonds 
under resale agreements” at the purchase date. The difference between the cost and the 
repurchase price is recorded as interest expense between the sale date and the repurchase 
date. The difference between the cost and the resale price is recorded as interest income 
between the purchase date and the resale date. 

13. Non-financial asset impairment 

The Bank adopts ROC SFAS No. 35 "Impairment of Assets". In accordance with ROC 
SFAS No. 35, the Bank assesses on the balance sheet date whether there are any 
indications that assets (other than assets that are inapplicable and goodwill) may have 
been impaired. If such indications exist, the Bank estimates the recoverable amount of the 
assets (the higher of its fair value less costs to sell and its value in use). The Bank 
recognizes impairment losses for assets whose carrying values are higher than the 
recoverable amounts. The Bank assesses the goodwill of cash generating units on an 
annual basis and recognizes impairment losses for the excess of carrying value over the 
recoverable amount. The Bank reverses impairment losses recognized in prior periods for 
assets other than goodwill if there are any indications that the impairment losses 
recognized no longer exist or have decreased. The carrying amount of an asset after the 
reversal of impairment loss should not exceed the carrying amounts of the asset that 
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would have been determined net of depreciation or amortization had no impairment loss 
been recognized for the asset in prior years. 

14. Equity investments accounted for under the equity method 

(1) Equity investments in which the Bank owns at least 20% of the investees’ voting 
stock interests or exercises significant influence over the investees are accounted for 
under the equity method. Such equity investments are evaluated pursuant to the 
investment costs plus or minus the net income or loss and changes in stockholders’ 
equity of the investee recognized proportionally according to the percentage of the 
investee’s ownership held by the Bank. For stock dividends received from the 
distribution by the investees, the Bank does not need to increase the investment 
amount and recognize the investment income, but makes a memorandum entry to 
record additional shares that have been received. 

(2) When the Bank disposes an equity investment accounted for under the equity method, 
the difference between the cost and the selling price at the disposal date is recorded 
as gain (loss) on disposal of equity investment. If there is any capital surplus arising 
from equity investment under the equity method, such capital surplus is transferred to 
current income or loss in proportion to the percentage of disposal. 

15. Property, plant and equipment, leased assets and idle assets 

(1) Property, plant and equipment are stated at acquisition cost. Interest incurred on the 
loans used to bring the assets to the condition and location necessary for their 
intended uses are capitalized. Major renewals and betterments of fixed assets are 
capitalized, while maintenance and repairs are expensed. 

(2) Apart from land, depreciation is calculated on a straight-line method based on the 
asset’s estimated useful lives. In addition, the residual value may be depreciated over 
the estimated remaining useful life of the fixed assets. Gains or losses on the disposal 
of property and equipment are recorded as non-interest income or losses. The 
estimated useful lives of property, plant and equipment are listed as follows: 

Buildings                                        3~55 years 
Office equipment                                     3~5 years 
Transportation equipment                               3~5 years 
Leasehold improvements                          3~10 years 
Other equipment                             3~20 years 

(3) Rents paid on capital leases are capitalized and depreciated accordingly. If the lease 
contract contains a bargain purchase option or allows the transfer of ownership at the 
end of the term, then the depreciation should be determined based on the leased 
property’s useful economic life. The lease term is used otherwise. 

(4) The Bank adopted the ROC’s SFAS No. 1 "Conceptual Framework for Financial 
Accounting and Preparation of Financial Statements", wherein the property, plant 
and equipment that are idle or have no value in use are reclassified to "other assets - 
idle assets" at original cost together with their respective accumulated depreciation 
and accumulated impairment. The idle assets are depreciated continuously. In 
accordance with ROC SFAS No. 35 "Impairment of Assets", the Bank evaluates 
impairment of the idle assets and performs the impairment test accordingly. 
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16. Intangible assets 

Computer software expenditures are stated at the acquisition cost and amortized over 3 to 
5 years. 

17. Goodwill 

(1) The net assets acquired by the Bank were carried into account at fair value in 
compliance with the accounting treatment for business combination; the net value of 
the excess of the acquisition cost over the fair value of tangible and identifiable 
intangible assets deducting liabilities assumed was recognized as goodwill. In 
accordance with ROC SFAS No. 35 “Impairment of Assets”, the Bank shall evaluate 
impairment and perform the impairment test accordingly. The impairment loss 
recognized shall not be reversed. Also, in accordance with the revised R.O.C. SFAS 
No. 1 "Conceptual Framework for Financial Accounting and Preparation of Financial 
Statements", goodwill shall not be amortized. 

(2) The Bank determines allocation period for acquisition price in pursuant to R.O.C. 
SFAS No. 25 “Business Combinations – Accounting Treatment under Purchase 
Method”. It is a period of time that the acquiring company takes to allocate its 
acquisition costs to specific assets and liabilities so that the fair value of assets 
obtained and liabilities assumed may be identified and determined. When the 
acquiring company cannot obtain further information to identity and determine the 
fair value of assets obtained and liabilities assumed, the allocation period of the 
acquisition price is consummated. The allocation period of the acquisition price 
varies depending on circumstances but may not exceed one year after the date of 
acquisition. 

18. Deferred expenses 

Deferred expenses, mainly telecommunication system, renovation cost, computer 
network and CPU installation costs, are amortized on a straight-line basis over 3 to 5 
years. 

19. Bonds payable 

Financial debentures are issued and stated at face value. The related interest expenses are 
calculated at face value multiplied by the stated interest rate every month. The annual fee 
paid to the GreTai Securities Market is recognized as operating expense. 

20. Reserve for operation and liabilities 

(1) Securities trading loss reserve 

According to the Regulations Governing Securities Firms, if the profit for trading 
securities for its own account exceeds the amount of loss, 10% of the proportion in 
excess should be allocated on a monthly basis as the trading loss reserves. The 
trading loss reserve shall not be used except for the purpose of covering the amount 
of trading loss in excess of the amount of trading profit. When the accumulated 
amount of trading loss reserve reaches $200 million, allocation may be suspended. 
Such reserve can only be used to offset the losses from securities trading. In addition, 
according to the revised Regulations Governing Securities Firms dated on Jan 11, 
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2011 pursuant to the Letter from the Financial Supervisory Commission dated Jan 13, 
2011, the provision for trade loss reserve shall be ceased. Additionally, trade loss 
reserve accrued as of Dec 2010 is transferred to special reserve after the Letter is 
pronounced. 

(2) Reserve for losses on guarantees 

The reserve for losses on guarantees is determined by evaluating the potential losses 
on guarantees and commitments. The aforementioned reserve is recorded as “bad 
debt expense” and “other liability”.  

21. Retirement plan 

(1) The original employee retirement plan of the Bank was established in 1992 for the 
benefit of all eligible employees. Effective from May 1, 1997, such plan was 
modified in order to comply with the Labor Standards Law. Pension payments are 
computed based on employees’ years of service and average monthly salaries for the 
last six months prior to retirement. Effectively July 1, 2005, the Bank established a 
funded defined contribution pension plan (the "New Plan") under the Labor Pension 
Act (the "Act"). Employees have the option to be covered under the New Plan. 
Under the New Plan, the Bank contributes monthly an amount based on 6% of the 
employees’ monthly salaries and wages to the employees’ individual pension 
accounts at the Bureau of Labor Insurance. The amounts contributed are recognized 
as expenses.  

(2) The year-end date is the measurement date of the actuarial report for the defined 
benefit plan. The minimum pension liability is recognized when the accumulated 
benefit obligation exceeds the fair value of pension plan assets. Under the defined 
contribution pension plan, net periodic pension cost are recognized as incurred, 
including service cost, amortization of net transition asset, prior service cost, and 
unrecognized pension gain or loss based on employees’ average residual service 
years using the straight-line method. The minimum pension liability usually occurs 
due to the existence of unrecognized prior service cost and unrecognized transitional 
net assets or net benefit obligation. If the minimum pension liability does not exceed 
the sum of unrecognized prior service cost and unrecognized transitional net assets 
or net benefit obligation, then the deferred pension cost should be charged; otherwise, 
net loss not yet recognized as net pension cost should be charged. Deferred pension 
cost is classified in other assets; unrecognized pension cost is classified as the 
reduction of stockholders' equity. 

22. Income tax 

(1) Income tax is estimated based on the accounting income. Deferred income tax is 
determined based on the differences between the tax basis of an asset or liability and 
its book value that will result in taxable or deductible amounts by using the enacted 
tax rate in future year when the recorded asset or liability is recovered or settled, 
respectively. The income tax effects attributable to temporary differences are 
recognized as deferred income tax liabilities. The income tax effects attributable to 
deductible temporary differences, loss carryforwards, and income tax credits are 
recognized as deferred income tax assets. The realization of deferred income tax 
assets is evaluated, and a valuation allowance is recognized accordingly. 
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(2) The 10% surtax on undistributed earnings, computed according to the ROC Income 
Tax Act, is accounted for as income tax expense in the year of earnings distribution 
based on the resolution of the shareholders. 

(3) In accordance with the Article 49 of the Financial Holding Company Act, Yuanta 
Financial Holdings, the parent company of the Bank and the taxpayer, has adopted 
the consolidated income tax return system for income tax filings and 10% surtax on 
undistributed earnings from 2003 with its qualified subsidiaries, including the Bank. 
When the Bank prepares its financial statements, the Bank accounts for its income 
tax in conformity with ROC SFAS No. 22 "Income Taxes". However, the Bank also 
adjusts the income tax in a reasonable and systematic way to reflect the differences 
under filing a consolidated income tax return system with Yuanta Financial Holding, 
the taxpayer. The adjustments resulting from filing a consolidated income tax return 
system are recorded under receivable from (payable to) related parties. 

(4) Effective on January 1, 2006, in accordance with the Alternative Minimum Tax Act, 
the Bank calculates the alternative minimum tax in addition to the regular income tax.  
If the regular income tax is lower than the alternative minimum tax, the difference is 
accrued as an income tax adjustment. 

(5) When a change in the tax laws is enacted, the deferred tax liability or asset should be 
recomputed accordingly in the period of change. The difference between the new 
amount and the original amount, that is, the effect of changes in the deferred tax 
liability or asset, should be recognized as an adjustment to income tax expense 
(benefit) for income from continuing operations in the current period. 

23. Share-based payment 

In accordance with “Buyback of Own Shares and Transfer to Employees” set up by the 
parent company, Yuanta Financial Holdings Co., Ltd., eligible employees of the Bank are 
entitled to subscribe to the parent company’s shares. Treasury stocks transferred to 
employees as compensation are recognized as expenses using the fair value method 
pursuant to the Explanatory Note (96) Ji-Mi-Zi No. 266 “Interpretation of Accounting 
Treatments for Treasury Stocks Transferring to Employees” of the Accounting Research 
and Development Foundation of the R.O.C. dated October 12, 2007. The service costs 
are estimated based on the option valuation model on grant date, recorded as service cost 
expenses and amortized over the vesting period. 

24. Employees’ bonuses and directors’ and supervisors’ remuneration 

The Bank adopted R.O.C. SFAS No. 39, “Accounting for Share-based Payment” and 
EITF 96-052 of the Accounting Research and Development Foundation, R.O.C. 
“Accounting for Employees’ Bonuses and Directors’ and Supervisors’ Remuneration”, 
the costs of employees’ bonuses and directors’ and supervisors’ remuneration are 
accounted for as expenses and liabilities, provided that such recognition is required under 
legal or constructive obligation and the amounts can be estimated reasonably. However, 
if the accrued amounts for employees’ bonuses and directors’ and supervisors’ 
remuneration are significantly different from the actual distributed amounts resolved by 
the stockholders at their annual stockholders’ meeting subsequently, the differences shall 
be recognized as gain or loss in the following year. 
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25. Recognition of interest income 

Revenues are recognized on the accrual basis when the earning process is substantially 
completed and are realized or realizable. Costs and expenses are recognized as incurred. 

26. Contingency loss 

If from the circumstances, it is probable that an asset has been impaired or a liability has 
been incurred by the date of the financial statements; and the amount of loss can be 
reasonably estimated, a loss should be recognized. If the loss cannot be reasonable 
estimated, the estimate amount of loss should be disclosed in the notes to the financial 
statements. 

27. Operating segments 

Information of operating segments of the Bank is reported in the same method as the 
internal management report provided to the Chief Operating Decision-Maker (CODM). 
The CODM is in charge of allocating resources to operating segments and evaluating 
their performance. 
In accordance with SFAS No. 41 “Operating Segments”, the Bank discloses segment 
information in the financial statements. 

28. Reclassification 

The reclassification of certain accounts in the financial statements for the year ended of 
December, 31 2010, is consistent with the financial statement presentation for the year 
ended December 31, 2011. 

III. Changes in accounting principles 

1. Loans and receivables 

Starting from January 1, 2011, the Bank adopted the revised SFAS No. 34 “Financial 
Instruments: Recognition and Measurement”, which indicates that impairment (bad debts) 
losses of loans and receivables shall be recognized when objective evidence exists. This 
change in accounting principle had no significant impact on the net income and earnings 
per share for the year ended December 31, 2011. 

2. Operating segments 

Starting from January 1, 2011, the Bank adopted the revised SFAS No. 41 “Operating 
Segments” to replace SFAS No. 20 “Segment Reporting”. At initial adoption, the Bank 
restated the segment information for the previous period pursuant to conform to the 
revised accounting standard. This change in accounting principle had no impact on the 
net income and earnings per share for the years of 2011 and 2010. 
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IV. Details of significant accounts 

1. Cash and cash equivalents 

 December 31, 2011 December 31, 2010 
Cash on hand $ 2,634,333 $ 2,587,030 
Foreign currency on hand  262,221  233,856 
Checks for clearing  2,108,988  619,363 
Due from banks  1,329,776  1,996,351 
Total $ 6,335,318 $ 5,436,600 

 
2. Due from Central Bank and call loans to banks 

 December 31, 2011 December 31, 2010 

Reserve for deposits – account A $ 5,341,690 $ 6,196,010 

Reserve for deposits – account B  11,495,413  10,107,100 

Reserve for deposits – foreign currency 
account  60,580  45,552 

Reserve for deposits - Inter-bank clearing 
fund  210,938  210,921 

Time deposits  76,990,000  86,700,000 

Call loans to banks  9,983,552  15,953,853 

Total $ 104,082,173 $ 119,213,436 
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3. Financial assets at fair value through profit or loss - net 

 December 31, 2011 December 31, 2010 
Financial assets held for trading purpose   

Commercial paper $ 2,342,889 $ 4,341,589 
Beneficiary certificates  300,000  128,390 
Government bonds   9,013,560  48,231 
Corporate bonds  -  1,947,392 
Convertible corporate bonds  24,177  - 
Derivatives  2,886,805  3,435,810 
Valuation adjustment for financial assets 

for trading purposes – non-derivatives (  18,398)  19,545 
Subtotal  14,549,033  9,920,957 

Designated financial assets at fair value
through profit or loss 

 
 

Corporate bonds  -  506,301 
Convertible corporate bonds  22,444  322,956 
Valuation adjustment for designated 

financial assets at fair value through 
profit or loss (  1,834) (  502,108)

 Subtotal  20,610  327,149 
Total $ 14,569,643 $ 10,248,106 

(1) For the years ended December 31, 2011 and 2010, the net gain (loss) on financial 
assets at fair value through profit or loss (including dividend revenues) were loss 
($1,330,217) and gain $1,072,531, respectively. 

(2) Financial instruments designated at fair value through profit or loss is for hybrid 
(combined) instruments. 
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(3) The trading items and contract information of derivatives are as follows: 

   December 31, 2011   December 31, 2010 

Financial instruments 
Contract amount 

(Notional amount)   Credit risk 
Contract amount 

(Notional amount)   Credit risk 

For trading purpose:     

Exchange rate options purchased $ 22,380,065 $ 251,100 $ 6,866,441 $ 162,838

Options purchased – asset swaps  736,400  27,655  630,900  92,146

FX contracts (FX swaps, 
forwards and cross currency 
swap)  59,740,371  739,469  28,176,722  669,353

Non-delivery forwards  302,900  1,217  3,127,904  51,175

Asset swap, interest rate swap 
and other interest rate swap  141,283,482  1,783,967  168,546,377  2,422,821

Futures contract (Note)  -  83,397  15,184  37,305

Purchased CDS  -  -  30,000  172

Note: The unrealized gains of unsettled futures contract were $0 and $112 as of 
December 31, 2011 and 2010, respectively. The ending deposits were $83,397 
and $37,193, respectively. 

4. Investments in notes and bonds under resale agreement and notes and bonds payable under 
repurchase agreement 

  December 31, 2011   December 31, 2010  
Investments in notes and bonds under 

resale agreement $    1,546,544 $    1,691,578 
Interest rate (%) 0.89% 0.53%~0.54% 
Contract resale amount $      1,547,868 $      1,691,750 

Notes and bonds payable under 
repurchase agreement 

 
$  - 

 
$  100,170 

Interest rate (%) (Note)  - 0.32% 
Contract repurchase amount $  - $  100,196 

As of Dec 31, 2011, the Bank has no assets related to investment in notes and bonds under 
repurchase agreements treated as financing transactions. In addition, as of December 31, 
2010, the assets related to investment in notes and bonds under repurchase agreements 
treated as financing transactions were recognized as the available-for-sale financial asset of 
$96,537 .
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5. Receivables – net 

 December 31, 2011 December 31, 2010 
Accounts receivable factoring   $ 3,235,528  $ 3,081,730 
Affiliated company receivable   2,771,945   2,465,364 
Demand remittance receivable    2,684,284   5,852,265 
Credit card receivable   1,758,480   1,883,835 
Interest receivable    776,128   545,383 
Acceptances receivable   694,582   807,936 
Underwriting receivable and other 

receivables   759,953   330,829 
Subtotal   12,680,900   14,967,342 
Less: allowance for credit losses (  147,309) (  72,306)
Total  $ 12,533,591  $ 14,895,036 

6. Bills discounted and loans, net 

 December 31, 2011 December 31, 2010 

Import-export negotiations and bills  
discounted  $ 226,203  $ 205,839 

Short-term loans and overdrafts   46,253,980   31,793,570 
Short-term loans and overdraft secured   27,600,177   27,730,984 
Medium-term loans   84,383,737   54,265,987 
Medium-term loans secured   72,702,404   58,215,903 
Long-term loans   9,413,670   11,769,771 
Long-term loans secured   111,901,173   104,750,412 
Accounts receivable factoring   317,927   171,512 
Non-performing loans   543,882   990,999 
Subtotal    353,343,153   289,894,977 
Less: allowance for credit losses (  4,559,182) (  5,143,460)
Total  $ 348,783,971  $ 284,751,517 
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Assessment of allowance for doubtful loans and receivables 

Loans and interest receivables: 

  Loans and interest 
receivables 

Allowance for doubtful 
accounts 

 Items   December 31, 2011 December 31, 2011 
With individual objective 

evidence of impairment 
Individual 

assessment $ 3,043,737 $ 2,276,884 
 Collective 

assessment  749,224  373,932 
Without individual objective 

evidence of impairment 
Collective 

assessment  350,020,051  1,908,366 
Total  $ 353,813,012 $ 4,559,182 

 

Receivables: 

  
Receivables 

Allowance for doubtful 
accounts 

 Items   December 31, 2011 December 31, 2011 
With individual objective 

evidence of impairment 
Individual 

assessment $ - $ - 
 Collective 

assessment  14,146  13,942 
Without individual objective 

evidence of impairment 
Collective 

assessment  116,005,965  152,786 
Total  $ 116,020,111 $ 166,728 
    

Note: The amount of receivables is the original amount, (including due from Central 
Bank and call loans to banks, bills investments under resale agreement, receivables 
(not including spot exchange receivables, yield receivables and tax return 
receivables amounting to $2,684,632), short-term advances, non-accrual loans 
transferred from other accounts and refundable deposits) not deducting allowance 
for doubtful accounts and not deducting (adding) discount (premium) adjustments; 
the amount is $397,622, not including interest receivables. 

The movements of allowance for doubtful accounts for loans and receivables are as 
follows: 

 Loans    2011  
   Amount  
Beginning balance  $ 5,143,460 
Add:  Provision for doubtful accounts   551,183 
      Foreign exchange translation adjustment and others   8,248 
Less: Transferred to other allowance accounts (  238,242 )
     Write-off loans and advances (  905,467 )
Ending balance  $ 4,559,182 
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   2011  
 Receivables    Amount  
Beginning balance  $ 93,372 
Add:  Provision for doubtful accounts   1,196 
      Recovery of written-off loans, advances and overdue  

receivables   41,409 
      Transferred from other allowance accounts   85,828 
Less:  Write-off loans and advances (  54,602 )
     Foreign exchange translation adjustment and others (  475 )
Ending balance  $ 166,728 
 

   For the year ended December 31, 2010 
  Specific provision   General provision    Total 

Beginning balance  $ 4,640,664  $ -  $ 4,640,664

Add: Recovery of doubtful accounts   657,985   -   657,985
Acquisition of Chinfon 

Commercial Bank Package A   1,437,686   -   1,437,686
Foreign exchange translation 

adjustment and others   12,246   -   12,246

Less: Write-off (  174,808 )   - (  174,808 )
Foreign exchange translation 

adjustment and others (  1,336,941 )   - (  1,336,941 )
Ending balance  $ 5,236,832  $ -  $ 5,236,832

As of December 31, 2011 and 2010, loans and advances not accruing interest were 
$543,882 and $990,999, respectively. As of December 31, 2011 and 2010, the amounts of 
interest receivables that were not accrued from loans and advances were $50,590 and 
$85,738, respectively.
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7. Available-for-sale financial assets – net   

   December 31, 2011  
 Cost after amortization Valuation adjustment   Fair value  
Government bonds $ 5,083,854 $ 31,116 $ 5,114,970 
Corporate bonds  6,221,352  55,156  6,276,508 
Listed (TSE and OTC) 

stocks  621,006 ( 163,835)  457,171 
Financial debentures  1,300,018  4,671  1,304,689 
Beneficiary securities  90,236  126  90,362 
Total $ 13,316,466 ( $ 72,766) $ 13,243,700 

 

   December 31, 2010  
 Cost after amortization Valuation adjustment   Fair value  
Government bonds $ 5,354,734 $ 57,944 $ 5,412,678 
Corporate bonds  3,976,659  56,393  4,033,052 
Listed (TSE and OTC) 

stocks  994,399  96,861  1,091,260 
Financial debentures  289  3  292 
Beneficiary securities  137,649  5,742  143,391 
Total $ 10,463,730 $ 216,943 $ 10,680,673 

Please refer to Note VI for details of available-for-sale financial assets pledged as 
collateral as of December 31, 2011 and 2010. 

8. Held-to-maturity financial assets 

 December 31, 2011 December 31, 2010 
Corporate bonds $ 151,450 $ 151,840 

 
9. Equity investments accounted for under the equity method - net 

   December 31, 2011   December 31, 2010 
  

Book Value
Percentage

of ownership
 

Book Value 
Percentage

of ownership
Equity method:   
 Yuanta Property Insurance Agent 

Company  $ 7,968  100.00 $ 4,501  80.00
 Yuanta Life Insurance Agent 

Company   33,806  100.00   46,344  99.99
 Yuanta Leasing Co., Ltd.  -  -  105,172  98.56

Chinfon Asset Management Co., Ltd.  -  -  243,879  100.00
 $ 41,774  $ 399,896 
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For the years ended December 31, 2011 and 2010, the investment income of the Bank 
accounted for under the equity method was based on the investee’s audited financial 
statements for the corresponding periods.  

Chinfon Asset Management Co., Ltd. was founded on August 14, 2006, a 
wholly-owned subsidiary of Chinfon Commercial Bank. The Bank acquired the 
operation and assets and liabilities of the 18 branches of Chifon Commercial Bank on 
April 3, 2010 and therefore obtained 100% shares and had control over Chinfon Asset 
Management Co., Ltd. It was resolved that Chinfon Asset Management Co., Ltd. 
would be dissolved on May 27, 2010, with the effective date on May 31, 2010. In 
pursuant to the Explanatory Note (88) No. 233 of the Accounting Research and 
Development Foundation of the R.O.C., the investment income of Chinfon Asset 
Management Co., Ltd. ceased to be accounted for under the equity method starting 
from the effective date. Chinfon Asset Management Co., Ltd. has completed the 
liquidation on February 28, 2011. 

It was also resolved that Yuanta Leasing Co., Ltd. would be dissolved on June 22, 
2010, with the effective date on October 31, 2010. In pursuant to the Explanatory 
Note (88) No. 233 of the Accounting Research and Development Foundation of the 
R.O.C., the investment income of Yuanta Leasing Co., Ltd. ceased to be accounted for 
under the equity method starting from the effective date. Yuanta Leasing Co., Ltd. has 
completed the liquidation on Apr 30, 2011. 

The Bank acquired 20% of Yuanta Property Insurance Agent Company and 0.3% of 
Yuanta Life Insurance Agent Company from Yuanta Asset Management Co., Ltd. on 
Oct 20, 2011. As of Dec 31, 2011, Yuanta Property Insurance Agent Company and 
Yuanta Life Insurance Agent Company were 100% owned subsidiaries of the Bank.  
Please refer to Note V (2) and Note XI (2). 
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10. Other financial assets – net 

 

 
 

 
Note 1: TLG Asset Management Co., Ltd. was renamed as Mirae Asset Securities 

Investment Trust Co., Ltd. in the first half year of 2011. 
Note 2: Fubon Financial Securities Co. Ltd. was renamed as Fu-Chi Enterprise 

Management Advisor Co., Ltd. in 2010, and made a capital decrease announcement 
in Dec 2010 and Jun 2011. After the capital decrease, the book value of the Bank is 
zero and the stock on hold was decreased to 39 thousand shares. 

The financial assets carried at cost were accounted for by the cost method since there are 
no quoted market prices and fair values available. 

The Bank exchanged existing debts of Taichung Machinery Works Co., Ltd. for 95 
thousands shares of its stock in June 2006. Since full provision for such debts was made, 
the Bank recorded the number of shares received with zero cost. 

In 2007, China Daily News Co., Ltd. reduced its capital by $331,000 and then infused 
additional capital of $452,200. The Bank has 83 shares of China Daily News Co., Ltd., 
with a shareholding percentage of 0.0002%. 

   December 31, 2011   December 31, 2010 
  

Book value
Percentage

of ownership
 

Book value 
Percentage 

of ownership
Financial assets carried at cost:   
 Taiwan Asset Management Co., Ltd. $ 157,650 0.85 $ 157,650 0.85
 Financial Information Service Co., Ltd.  120,725 2.29   120,725 2.29
 Grand Bills Finance Co., Ltd.  64,800 1.36  64,800 1.36
 Taiwan Futures Exchange  39,302 0.45  39,302 0.45
VISA Inc.  15,853 -  15,853 -

 Taiwan Depository& Clearing 
Corporation   9,749 0.08  9,749 0.08

 Taiwan Aerospace Corp.  4,892 0.31  4,892 0.31
 Mirae Asset Securities Investment Trust 

Co., Ltd (Note 1)  4,729 1.27  4,729 1.27
 Yang Guang Asset Management 

Company  3,149 4.77  3,149 4.77
 MasterCard International   2,665 -  2,665 -
 Taipei Forex Inc.  800 0.40  800 0.40
 Ornatube Enterprise Co., Ltd.  155 0.05  155 0.05
Fu-Chi Enterprise Management Advisor 

Co., Ltd. (Note 2)  -  1.97  -  1.97
Subtotal  424,469  424,469 
Less: accumulated impairment (  155 ) (  155 ) 
  424,314  424,314 

Others   
Advance and bills purchased  7,664  14,861 
Non-loans reclassified to non-accrual 

loans  19,419  21,067 
 Subtotal  27,083  35,928 
Less: provision for credit losses (  19,419 ) ( 21,067) 
  7,664  14,861 
Total $ 431,978 $ 439,175 
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The Bank acquired the operation and assets and liabilities of 18 branches of Chinfon 
Commercial Bank on April 3, 2010, including Taiwan Asset Management Corporation, 
Financial Information Service Co., Ltd., Sunshine Asset Management (HK) Limited, 
Taiwan Aerospace Corp., Taiwan Depository & Clearing Corporation, Taiwan Futures 
Exchange, Mirae Asset Securities Investment Trust Co., Ltd., Asia Trust and Investment 
Corp. and Emivest Aerospace Corporation (“EAC”) that were accounted for at the fair value 
on the effective date, and such investment was listed under financial assets carried at cost. 
The fair value of Asia Trust and Investment Corp. and EAC was zero, so 2,142 thousand 
shares and 1,999 thousand shares, were noted respectively. 

11. Property, plant and equipment 

As of December 31, 2011 and 2010, the details of property, plant and equipment were as 
follows: 

  December 31, 2011 
  

      Cost 
Accumulated 

   depreciation  
Net 

   book value 
Land $ 1,285,037 $ - $ 1,285,037
Buildings  560,982 ( 77,521)  483,461
Office equipment  456,215 ( 219,216)  236,999
Transportation equipment  25,233 ( 20,894)  4,339
Miscellaneous equipment  811,257 ( 402,941)  408,316
Construction in progress  116,049  -  116,049
 $ 3,254,773 ($ 720,572) $ 2,534,201

 

  December 31, 2010 
  

      Cost 
Accumulated 

   depreciation  
Net 

   book value 
Land $ 1,315,941 $    - $ 1,315,941
Buildings  620,992 ( 110,226)  510,766
Office equipment  741,174 ( 516,272)  224,902
Transportation equipment  30,873 ( 23,787)  7,086
Miscellaneous equipment  1,151,535 ( 645,994)  505,541
Construction in progress  51,236  -  51,236
 $ 3,911,751 ($ 1,296,279) $ 2,615,472

 
12. Intangible assets 

  December 31, 2011   December 31, 2010  
Goodwill  $ 1,924,395  $ 1,924,395 
Computer software   402,145   532,075 
  $ 2,326,540  $ 2,456,470 

The 18 branches of Chinfon Commercial Bank acquired by the Bank on April 3 2010 are 
treated in accordance with the R.O.C. SFAS No. 25 “Business Combination”, and the 
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differences between the net value of assets and liabilities at fair value and the 
indemnification from the RTC were recognized as goodwill. Please refer to Note X (7). 

13. Other assets - others 

 December 31, 2011 December 31, 2010 
Idle assets   $ 192,259  $ 223,495 
Less: accumulated depreciation  (  30) (  297)
Less: accumulated impairment loss (  149,437) (  150,533)

Subtotal   42,792   72,665 
Lease assets   130,742   114,817 
Less: accumulated impairment loss  (  4,612) (  2,464)

Subtotal   126,130   112,353 
Refundable deposit-out   765,665   1,509,946 
Other deferred expenses   118,575   148,829 
Others   120,261   87,467 
Total  $ 1,173,423  $ 1,931,260 

14. Due to Central Bank and other banks 

  December 31, 2011   December 31, 2010  
Due to other banks  $ 1,028  $ 1,071 
Overdrafts from banks   7,729   141,409 
Call loans from banks   1,917,987   7,585,206 
Redeposits from the directorate general 

of postal remittance   5,153,422   9,079,438 
Total  $ 7,080,166  $ 16,807,124 

 
15. Financial liabilities at fair value through profit or loss - net 

  December 31, 2011   December 31, 2010  

Derivatives  $ 2,734,648  $ 3,924,425 

(1) For 2011 and 2010, net (losses) gains of the financial liabilities at fair value 
through profit or loss were profit $637,992 and loss $969,347, respectively. 
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(2) The trading items and contract information of derivatives are as follows: 

        December 31, 2011        December 31, 2010  
 
   Financial instruments     

Contract amount 
 (Notional amount)  

 
 Credit risk 

Contract amount 
 (Notional amount)  

 
 Credit risk 

For trading purpose:     
Exchange rate options written  $  22,006,603 $ -  $ 6,747,578 $ -
Equity options written   627,900  -   519,100  -
Asset swap options written   163,000  -   192,000  -
Asset swap, interest rate swap 
and other interest rate swap   151,288,506  -   152,542,555  -

FX contracts (FX swaps, 
forwards and cross currency 
swap)   57,560,414  -   41,590,867  -

Non-delivery forwards   302,900  -   3,127,904  -

16. Payables 

 December 31, 2011 December 31, 2010 
Demand remittance payable $ 2,684,130 $ 5,876,462 
Checks for clearing  2,108,988  619,363 
Interest payable   712,404  542,631 
Accrued expenses  709,777  575,408 
Bankers’ acceptances  700,812  807,936 
Underwriting payables   520,534  765,520 
Accounts payable   243,046  206,680 
Taxes payable   170,706  105,907 
Collections payable for customers   108,677  126,359 
Compensation payable  29,004  34,172 
Other payables  360,587  292,426 
Total $ 8,348,665 $ 9,952,864 

The Bank provided reserves in accordance with the Financial Supervisory Commission, 
Executive Yuan and the Bankers Association of the Republic of China’s resolution on 
principles for dealing with disputes of structured notes of Lehman Brothers. The Bank 
provided the compensation of structured notes amounting to $215,464 and unpaid balance 
amounting to $29,004 as of December 31, 2011.
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17. Deposits and remittances 
 December 31, 2011 December 31, 2010 
Checking deposits $ 3,659,963 $ 3,084,599 
Demand deposits  52,000,467  56,372,135 
Time deposits  148,513,801  93,093,465 
Demand savings deposits  154,741,556  161,089,086 
Time savings deposits  78,791,439  67,771,382 
Remittances  237,124  55,378 
Total $ 437,944,350 $ 381,466,045 

 
18. Financial debentures 

In order to increase the regulatory capital adequacy ratio and raise medium-term and 
long-term operating funds, the Board of Directors of the Bank decided to issue financial 
debentures on December 22, 2005, September 21, 2006, March 4, 2010 and February 24, 
2011. The issuances of financial debentures were approved by the Bureau of Monetary 
Affairs through the Financial Supervisory Commission in Executive Yuan Ruling 
Jin-Guan-Yin (6) No. 09500034970 on February 15, 2006, the Financial Supervisory 
Commission in Executive Yuan Ruling Jin-Guan-Yin (6) No. 09500480850 on November 
2, 2006, the Financial Supervisory Commission in Executive Yuan Ruling Jin-Guan-Yin 
No. 009001490260 on April 29, 2010, and the Financial Supervisory Commission in 
Executive Yuan Ruling Jin-Guan-Yin No. 1000110840 on April 25, 2011. 

In accordance with the original issuance plan, the Bank issued the first series of 
subordinate financial debentures at par on February 24, 2006 and made the principal 
repayment on August 24, 2011. The second series of general financial debentures and 
subordinate financial debentures both within the quota of $5,000,000 were approved on 
November 2, 2006. The second issuance of the first series of subordinate financial 
debentures totaling $1,800,000 and the second issuance of the second series of 
accumulated subordinate financial debentures with no maturity date totaling $3,000,000 
were issued at par on December 22 and 27, 2006, respectively, and were redeemed prior 
to the maturity on December 22, 2011 and December 27, 2011, respectively in 
compliance with the Financial Supervisory Commission in Executive Yuan Ruling 
Jin-Guan-Yin No. 1000379600. 

In accordance with the original issuance plan, the Bank issued the subordinate financial 
debentures within the quota of $5,000,000 approved on April 29, 2010 at par on June 10, 
2010. 

In accordance with the original issuance plan, the Bank issued the long-term subordinate 
financial debentures within the quota of 10,000,000 approved on April 25, 2011. The 
Bank issued the first series of subordinate financial debentures, the second series of 
subordinate financial debentures and the third series of subordinate financial debentures 
totaling to $2,450,000, $2,350,000 and $5,200,000, issued at par on June 27, 2011, 
August 22, 2011 and October 27, 2011, respectively. 

Also, the operation and assets and liabilities acquired from Chinfon Commercial Bank on 
April 3, 2010, included part of the unmatured subordinate financial debentures totaling 
$441,920. As of December 31, 2011, the unmatured subordinate financial debentures were 
totaling to $147,060. 
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The details of financial debentures as of December 31, 2011 were as follows: 

First series of subordinate financial debentures in 2005, first issuance (carried forward 
from Chinfon Bank) 
  Floating interest rate 
Outstanding value $      147,060 
Stated interest rate Time saving deposit floating rate plus 1.375% 
Period Seven years 
Interest payment date Payable semi-annually 
Term of principal payment 20% of principal paid annually in 5 sequences since 3rd year
Issue price Price at face value on issuing date 

First series of subordinate financial debentures in 2010 
  Fixed interest rate 
Par value $      5,000,000 
Stated interest rate Fixed interest rate at 2.30% 
Period Seven year 
Interest payment date Payable every year 
Term of principal payment Payable on maturity 
Issue price Price at face value on issuing date 

First series of subordinate financial debentures in 2011 
  Fixed interest rate 
Par value $      2,450,000 
Stated interest rate Fixed interest rate at 1.75% 
Period Seven years 
Interest payment date Payable every year 
Term of principal payment Payable on maturity 
Issue price Price at face value on issuing date 

Second series of subordinate financial debentures in 2011 
  Fixed interest rate 
Par value $      2,350,000 
Stated interest rate Fixed interest rate at 1.85% 
Period Seven years 
Interest payment date Payable every year 
Term of principal payment Payable on maturity 
Issue price Price at face value on issuing date 
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Third series of subordinate financial debentures in 2011(debenture A) 
  Fixed interest rate 
Par value $     700,000 

Stated interest rate Fixed interest rate at 1.80% 
Period Seven years 
Interest payment date Payable every year 
Term of principal payment Payable on maturity 
Issue price Price at face value on issuing date 

Third series of subordinate financial debentures in 2011 (debenture B). 
  Fixed interest rate 
Par value $     4,500,000 

Stated interest rate Fixed interest rate at 1.95% 
Period Ten years 
Interest payment date Payable every year 
Term of principal payment Payable on maturity 
Issue price Price at face value on issuing date 
 
As of December 31, 2011 and 2010, the details of financial debentures were as follows: 

         2011         2010 
Beginning balance  $ 15,094,120  $ 9,800,000
Increase of the period   10,000,000   5,000,000
Acquisition of Chinfon Commercial 

Bank Package A   -   441,920
Repayment of the period (  9,947,060 ) (  147,800 )
Ending balance  $ 15,147,060  $ 15,094,120

 
19. Accrued pension liabilities 

(1) The Bank has set up a defined benefit pension plan in accordance with the Labor 
Standards Law of the R.O.C., covering all formal employees who serve in the 
Company prior to the implementation of the Labor Pension Act on July 1, 2005 and 
who choose continuously to be applicable to the Labor Standards Law after the 
implementation of the Labor Pension Act. The payment of pension benefits is based 
on the length of the service period and average monthly compensation for the last six 
months prior to retirement. Under the defined benefit plan, two units are accrued for 
each year of service for the first 15 years and one point for each additional year of 
service after the 15th year, subject to a maximum of 45 points. The Bank contributes 
monthly an amount equal to 2% of the employees’ monthly salaries, and such funds 
are deposited with the Bank of Taiwan under the names of the Bank’s independent 
retirement fund committees. Pension expenses recognized for the years ended 
December 31, 2011 and 2010 were $61,163 and $$70,667, respectively. 
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(2) The following sets forth the pension information based on the actuarial report: 

   2011    2010 
Discounted rate  1.90%  1.75% 
Expected rate of return on plan assets  2.50%  2.50% 
Rate of compensation increase  1.90%  1.75% 

(3) Funded status of the pension plan 

  December 31, 2011  December 31, 2010
Vested benefit obligation  $ 184,313  $ 160,798
Non-vested benefit obligation   410,096   407,784
Accumulated benefit obligation   594,409   568,582
Effect of future salary increments   259,798   262,928
Projected benefit obligation   854,207   831,510
Fair value of plan assets (  469,005 ) (  453,802 )
Funded status   385,202   377,708
Unrealized net transition obligation (  8,363 ) (  10,454 )
Unrecognized service cost in prior period   1,639   1,898
Unrecognized loss on plan assets (  274,413 ) (  306,671 )
Additional minimum pension liabilities   21,339   52,299
Accrued pension  $ 125,404  $ 114,780
Vested benefit  $ 236,057  $ 202,392

(4) Net pension cost comprises the following: 
        2011         2010 
Service cost  $ 39,573  $ 45,603
Interest cost   14,551   17,701
Actual return on plan assets (  7,941 ) (  9,730)
Amortization    14,980   17,093
Net pension cost  $ 61,163  $ 70,667

(5) Effective from July 1, 2005, the Bank established a defined contribution plan (the 
“New plan”) for employees who are R.O.C. nationals pursuant to the Labor Pension 
Act (the “Act”). In accordance with the New Plan, the Bank contributes monthly an 
amount based on 6% of the employees’ monthly salaries to the employees’ individual 
pension accounts at the Bureau of Labor Insurance. The benefits accrued are portable 
when the employment is terminated. Under the New plan, pension expenses 
recognized for the years ended December 31, 2011 and 2010 were $86,856 and 
$79,835, respectively. 
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20. Other financial liabilities 

 December 31, 2011  December 31, 2010  
Principal of structured notes on the 
fixed-income 

$ 5,722,465 $ 2,940,914 

Appropriated loan fund  98,135  134,760 
Lease payables  5,842  43,599 
Total $ 5,826,442 $ 3,119,273 

 

21. Other liabilities 

 December 31, 2011  December 31, 2010  
Collections in advance $ 513,438 $ 301,254 
Reserve for losses on guarantees  229,034  - 
Others  48,935  44,885 
Total $ 791,407 $ 346,139 

 

22. Common stock 

(1) As of December 31, 2011, the Bank�s authorized and issued capital was $27,000,000 
and $25,108,131, respectively, consisting of 2,700,000 thousand shares and 2,510,813 
thousand shares of common stock with $10 (in dollars) par value per share. As of 
December 31, 2010, the Bank�s authorized and issued capital was $22,000,000 and 
$21,811,335, respectively, consisting of 2,200,000 thousand shares and 2,181,134 
thousand shares of common stock with $10 (in dollars) par value per share. 

(2) The Board of Directors resolved on August 25, 2011 to infused cash capital amounting 
to $3,800,000 (with a par value of $16 per share) through private equity, which was 
approved by the Financial Supervisory Commission of the Executive Yuan, effective 
on Nov 25, 2011. The Bank has completed the corporate registration amendment for 
the above change. 

(3) The Board of Directors resolved on May 19, 2011 to capitalize retained earnings 
amounting to $921,796, which was approved by the Financial Supervisory 
Commission of the Executive Yuan, effective on June 28, 2011.The Bank has 
completed the corporate registration amendment for the above change. 

(4) The Board of Directors resolved on April 1, 2010 to capitalize retained earnings 
amounting to $311,335, which was approved by the Financial Supervisory 
Commission of the Executive Yuan, effective on June 19, 2010. The Bank has 
completed the corporate registration amendment for the above change. 

23. Capital surplus 

Pursuant to the R.O.C. Company Act, capital surplus arising from issuance of common 
stock in excess of par value and donations to the Bank can be used to offset accumulated 
deficits or to distribute stock or cash dividends to shareholders in proportion to the 
number of shares being held by shareholders, provided that the company has no 
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accumulated deficit. Further, according to the R.O.C. Securities and Exchange Act, the 
amount of capital surplus mentioned above to be capitalized should not exceed 10% of the 
common stock issued each year. Capital surplus should not be used to offset accumulated 
deficit unless the legal reserve and special reserve is insufficient.  

24. Legal reserve and special reserve 

The Bank’s Articles of Incorporation states that 30% of current year’s earnings after 
paying all taxes and offsetting any accumulated deficit, should be set aside as the legal 
reserve.  Until the legal reserve balance equals the total amount of capital, the maximum 
cash earnings distribution shall not exceed 15% of total amount of capital. Provided that 
the legal reserve equals the total amount of capital or the criteria of sound financial 
structure outlined by the competent authorities is met, the above rule may be exemptible.  
Special reserve for unrealized loss of financial instruments accounted in current year’s 
stockholders’ equity should be recognized from the current year’s earnings after tax and 
prior year’s undistributed earnings.  Unless there is a reversal for the unrealized loss of 
financial instruments in stockholders’ equity, distribution of earnings may be allowed only 
for the reversal amount and no other purpose is allowed. 

25. Unappropriated earnings and dividend policy 

(1) According to the Bank’s Articles of Incorporation, the current year’s earnings, if any, 
shall first be used to pay all taxes, to offset prior years’ operating losses, and then to 
set aside as legal reserve and special reserve in accordance with provisions under the 
applicable laws and regulations. The remaining earnings are then distributed as 
follows: (1) 0.01% ~ 5% as employees’ bonus (2) the remaining earnings are subject 
to the Board of Directors’ decision to propose a distribution plan and to be submitted 
to the Ordinary Stockholders’ Meeting for approval. 

(2) In order to continuously expand its operations, increase earning capacity, and to 
maintain the capital adequacy ratio, the Bank has adopted the residual dividend policy. 
The ratio between cash dividends and stock dividends distributed is determined by the 
resolution of the Board of Directors in consideration of the related industry conditions, 
market perceptions, and the Bank's business strategies. During the growing period of 
the Bank, in principle, stock dividends distributed shall not be lower than 80% of the 
distributed earnings unless the change approved by the Board of Directors and the 
shareholders’ meeting as deemed necessary. Cash dividends shall be distributed after 
the distribution of earnings proposal is resolved by the stockholders, while stock 
dividends are distributed after obtaining approval documents from the supervising 
authority. 

(3) After the Bank became a subsidiary of Yuanta Financial Holding Company, the rights 
of the stockholders were exercised by the Board of Directors.
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(4) The Board of Directors has approved for the distribution of earnings for the year 2010 
on May 19, 2011 and the distribution of earnings for the year 2009 on April 1, 2010, 
and details are shown as follows  

  2010  2009 
 

 Amount 

Stock 
dividends per
share (dollar)  Amount  

Stock 
dividends per
share (dollar)

Legal reserve $ 395,055  $ 133,429  
Stock dividends  921,796 $ 0.4226  311,335  0.1448
 $ 1,316,851  $ 444,764  
     

(5) Earnings distribution for the year 2011 and capital increase transferred from capital 
for year 2012 with the approval of the Board of Directors on March 15, 2012 are as 
follows: 

  2011 
 

 Amount  

Stock 
dividends per
share (dollar)

Legal reserve $ 511,920  
Special reserve  72,775  
Stock dividends  1,121,704 $ 0.4467
 $ 1,706,399  
   

The appropriation of the Bank’s 2011 earnings has been approved by the Board of 
Directors on March 15, 2012 and is pending until the confirmation from the Board of 
Directors on behalf of stockholders. In addition, the capital increase transferred from 
earnings used for new share issuance amounted to $1,121,704, shall apply for the 
approval from the governing authority after the confirmation from the Board of 
Directors on behalf of stockholders. For more information regarding the earnings 
distribution and capital increase transferred from earnings are available at the website 
of the Market Observation Post System provided by the Taiwan Stock Exchange.  

(6) Through the approval from the Board of Directors on behalf of stockholders meeting 
on May 19, 2011, the Bank’s employee bonus for the year 2010 was set to be $7,559 
which is in consistency with the employee bonus recognized in the financial 
statements of 2010.  The Bank’s Board of Directors has approved for the employee 
bonus for year 2011 amounted to $29,744 and is pending until the confirmation from 
the Board of Directors on behalf of stockholders. The estimate of the Bank is based on 
the net income after tax for the current period minus legal reserve that should be set 
aside as required by the Bank and then multiple the amount with the most appropriate 
estimate according to allocated threshold. If any difference, then recognize it as gain 
(loss) of next year.
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26. SHARE-BASED PAYMENT – EMPLOYEE INDEMNIFICATION PLAN 

(1) As of December 31, 2011, the Bank’s share-based payment transactions are set forth 
below  

Type of 

  arrangement  
Grant 

  date  
Quantity 

 Granted 
Contract 

 Period  Vesting conditions  

Actual 
resignation 
rate in the 

current  
 Period  

Estimated 
future 

resignation
  Rate 

Treasury stock of 

the parent 

company 

transferred to 

employees 

Note   6,052  100.4.18~ 

100.4.29 

The vested service 

period is 0.03 year 

0.00% 0.00% 

Note: The grant day is in the second quarter of 2011. 

(2) The above stock option plan are as follows: 

  December 31, 2011 
 No. of shares 

(in thousand  
      shares)  

Weighted-average 
exercise price 

     (in dollars) 
Options outstanding at beginning of 

period 
  -   -

Options granted   6,052   11.89
Options exercised (  6,052 ) (  11.89 )
Stock warrants can be issued by the end 
of 2011   -   -

(3) The Bank uses Black-Scholes option evaluation module to estimate the fair value of 
stock options, details are as follows: 

Type of 
  arrangement  

Contract 
 period 

Stock 
 price 

Exercise
 Price 

Expected 
price 

 volatility 

Expected 
vesting 

 period

Expected 
dividend 

yield  
 rate  

Risk-free 
interest  

 rate  
Fair value per
  unit 

Treasury stock of 

the parent 

company 

transferred to 

employees 

100.4.18~ 

100.4.29 

19.75 11.89 29.88% 0.03 4.56% 0.16% 7.8021 

(4) Expenses from the above-mentioned share-based transactions: 

   2011 
Equity settled  $ 47,218
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27. Personnel, depreciation, and amortization expenses 

Personnel, depreciation, and amortization expenses incurred for the years ended 
December 31, 2011 and 2010 were summarized as follows: 

   2011    2010 
Personnel expenses $ 2,824,311 $ 2,552,779
 Salaries  2,427,735 2,178,112 
 Labor and health insurance  159,483 141,476 
 Pension  148,019 150,502 
 Others  89,074 82,689 
Depreciation  301,689 318,927 
Amortization  215,202 210,153 

 
28. Income tax 

(1) Income tax expense and income tax payable are reconciled as follows: 
   2011    2010 

Income tax at the statutory tax rate  $ 347,712  $ 294,710
Tax effect of permanent differences (  40,172 ) (  135,069)
Tax effect of amendments to the tax laws   -   226,191
Tax effect of valuation allowance (  45,325 ) (  39,814)
Under provision of prior year’s income tax   76,750   68,810
Separate income tax   -   1,910
Income tax expense    338,965   416,738
Net changes on deferred income tax assets (  476,577 ) (  490,737)
Tax effect of amendments to the tax laws   - (  226,191)
Separate income tax   - (  1,910)
Under provision of prior year’s income tax (  76,750 ) (  68,810)
Effects of adopting the consolidated income 

tax return system   214,362   370,910
Prior years’ income tax payable   170,706   105,907
Income tax payable  $ 170,706  $ 105,907

 
(2) The details of adopting the consolidated income tax return system are as follows: 

 December 31, 2011 December 31, 2010
Consolidated income tax return receivable – 

parent company $ 2,771,945 $ 2,465,364
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(3) Details of temporary differences, loss carryforwards and investment tax credits  
resulting in deferred income tax assets and liabilities were as follows: 
   December 31, 2011   December 31, 2010 

   Amount  Tax effect   Amount    Tax effect  

Deferred income tax assets (liabilities)     

Unrealized exchange gain ($ 163,244) ($ 27,751) ($ 180,832 ) ($ 30,742 )

Increase in allowance for credit losses 
in excess of tax limitation   415,133   70,572   1,463,521   248,799

Unrealized valuation (gain) loss on 
derivatives (  91,117) (  15,490)   491,784   83,603

Unrealized valuation gain on  
commercial paper (  106) (  18)   -   -

Unrealized impairment loss on idle 
assets   149,436   25,404   150,532   25,591

Unrealized compensation loss   29,004   4,931   34,172   5,809

Other financial assets impairment loss   155   26   155   26

Effect of amortization of goodwill    1,447,428   246,063   1,688,050   286,968

Loss carryforwards   1,718,652   292,171   2,826,735   480,545

  $ 3,505,341   595,908  $ 6,474,117   1,100,599

Investment tax credits    -    12,791

Subtotal    595,908    1,113,390

Valuation allowance  (  246,063)  (  286,968 )

Deferred income tax assets – net   $ 349,845   $ 826,422

According to the revised Income Tax Act dated on June 15, 2010, the tax rate is 
adjusted down to 17%, effective from 2010. 

(4) According to the revised Income Tax Act dated January 21, 2009, the losses could be 
carried forward for 10 years as deduction against the future taxable income. As of 
December 31, 2011, the details of the Bank’s loss carryforwards were as follows: 

 
   Year loss was incurred     

Declared amount 
    of loss     

 
Year of expiration 

Assessed by tax 
   authority    

     2006 $ 1,718,652      2016 Assessed 

(5) Imputation tax credit account for stockholders and its related information 
 December 31, 2011 December 31, 2010
Balances of the imputation tax credit 

account for stockholders $ 20,108 $ 194,270

The creditable tax rate is estimated to be 1.18% for 2011 and the actual creditable tax 
rate was 15.86% for 2010. 
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(6) Unappropriated earnings (accumulated deficit) 
 December 31, 2011 December 31, 2010 
Prior 1997 (including 1997)  $ -  $ - 
Post 1998   1,706,399   1,316,851 
  $ 1,706,399  $ 1,316,851 
   

(7) The Bank's annual income tax returns through 2006 were assessed by the Tax 
Authority. The Bank and the National Tax Authority agreed that the withholding taxes 
on interest income from bonds pertaining to the former purchaser as of December 31, 
2006 to be deducted by 65% based on the related tax returns, which has been 
appropriately treated in its accounting. 
The Bank's annual income tax returns for 2003 to 2006 were assessed by the Tax 
Authority and received assessment reports. The Tax Authority disallowed the 
amortization of goodwill and bond investments. The Bank disagreed with the 
assessment and has filed a petition for reexamination. A tax payable accrual has been 
made regarding the above income tax reexamination. 

29. Earnings per common share 

              For the year ended December 31, 2011 

 
 
       Amount       

Earnings per share 
    (in NT dollars) 

  Before tax  After tax 

Adjusted weighted 
average outstanding 

common stock 
(In thousand shares) Before tax After tax

Net income $ 2,045,364 $ 1,706,399  2,297,388 $ 0.89 $ 0.74
 

              For the year ended December 31, 2010 

 
 
       Amount       

Earnings per share 
    (in NT dollars) 

  Before tax  After tax 

Adjusted weighted 
average outstanding 

common stock 
(In thousand shares) Before tax After tax

Net income $ 1,733,589 $ 1,316,851  2,273,313 $ 0.76 $ 0.58
 

Retroactive adjustments of the abovementioned weighted-average outstanding stocks 
have been made based on the proportion of earnings transferred for capital increase. 

30. Capital adequacy ratio 

(1) In compliance with the Banking Act and other relevant regulations, the ratio between 
eligible capital and risk assets of banks shall not be less than eight percent (8%). If 
the actual ratio of banks is lower than the required ratio, the Competent Authority 
may prohibit such banks from paying dividends and/or take other necessary actions.  

(2) As of December 31, 2011 and 2010, capital adequacy ratio was 11.66% and 10.73%, 
respectively. 
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V. Related party transactions 

1. Names and relationship of related parties 

          Names of related parties                  Relationship with the Bank          
Yuanta Financial Holdings Co., Ltd. 
(“Yuanta Financial Holdings”) 

Parent company of the Bank 

Yuanta Securities Co., Ltd. 
(“Yuanta Securities”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Securities Investment Trust Co., Ltd. 
(“Yuanta Securities Investment Trust”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Asset Management Co., Ltd. 
(“Yuanta Asset Management”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Futures Co., Ltd. 
(“Yuanta Futures”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Securities Finance Co., Ltd.  
(“Yuanta Securities Finance”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Securities Investment Consulting Co.,Ltd. 
(“Yuanta Securities Investment Consulting”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Venture Capital Co., Ltd, 
(“Yuanta Venture Capital”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Securities Asia Financial Services Co., Ltd. 
(“Yuanta Securities Asia Financial Services") 

Affiliated company controlled by the same 
company as the Bank 

Yuanta International Insurance Broker Co., Ltd. 
(“Yuanta International Insurance Broker”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta I Venture Capital Co., Ltd. 
(“Yuanta I Venture Capital”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Securities (Hong Kong) Co., Ltd. 
(“Yuanta Securities (Hong Kong)”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Securities Holding (BVI) Limited 
(“Yuanta Securities Holding (BVI)”) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta International Financial Consultant Co.,Ltd. Affiliated company controlled by the same 
company as the Bank 

Polaris Investment Management (Cayman) Ltd 
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris Insurance Agency Co., Ltd.(P.I.A.Co 
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris MF Global Futures (HK) Ltd 
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris MF Global Futures Co., Ltd. (P.MF. Co.) 
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris Holdings (Cayman) Ltd 
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris Securities (Hong Kong) Limited Affiliated company controlled by the same 
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          Names of related parties                  Relationship with the Bank          
(P.S.H.K)( Note) company as the Bank 

Polaris International Securities Investment Trust 
Co., Ltd. (P.I.S. Co.)( Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris Securities Investment Advisory Co., Ltd. 
(P.S.I.A. Co.)( Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris Securities Co., Ltd. (P.S. Co.) 
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Pao Jiu Insurance Agents Co., Ltd. (P.J.I.A. Co.) 
( Note) 

Affiliated company controlled by the same 
company as the Bank 

Polaris Capital (Asia) Limited  
(Note) 

Affiliated company controlled by the same 
company as the Bank 

GC Structured Product Limited  
(Note) 

Affiliated company controlled by the same 
company as the Bank 

Yuanta Life Insurance Agent Company 
(Yuanta Life Insurance Agent) 

Investee controlled by the Bank 

Yuanta Property Insurance Agent Company 
(Yuanta Property Insurance Agent) 

Investee controlled by the Bank 

Yuanta Leasing Co., Ltd. 
(Yuanta Leasing) 

Investee controlled by the Bank 
(completed the liquidation on Apr 30, 2011) 

Chinfon Asset Management Co., Ltd. Investee controlled by the Bank  
(completed the liquidation on Feb 28, 2011) 

Funds managed by Yuanta Securities Investment 
Trust 

Funds raised by Yuanta Securities Investment 
Trust 

Trust Funds of Polaris Investment Trust 
(Note) 

Funds raised by Polaris Securities Investment 
Trust 

MF Global Future Trust Co., Ltd. 
(Note) 

Related party in substance 

Grand Asia Management Related party in substance 

Kim Eng Holdings Limited Related party in substance 

Grand Asia Services  
(Singapore) 

Related party in substance 

Yuanta Foundation Related party in substance 

Polaris Culture and Education Foundation 
(Note) 

Related party in substance 

HannStar Display Corporation 
(HannStar Display) 

Related party in substance 

Brightpro Resources Limited Corp. 
(Brightpro Resources) 

Related party in substance 

Jing Cai Yue Xin Related party in substance 
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          Names of related parties                  Relationship with the Bank          
Hannspree Inc. (Hannspree) Related party in substance 

Yao Hua Enterprise Management Advisor Co., 
Ltd. 

Related party in substance 

Tsun Chueh Investment Related party in substance 

Modern Investment Related party in substance 

Hsu Tong Investment Related party in substance 

Yuanta Construction Development Co., Ltd. 
(Yuanta Construction Development) 

Related party in substance 

Yuan Ding International Construction Co., Ltd. Related party in substance 

Taipei World Trade Center International Trade 
Building 

Related party in substance 

Ding Jie Venture (Hong Kong) Ltd. Related party in substance 

YT Traver Service Co., Ltd. Related party in substance 

Ci Er Shih investment Co., Ltd. 
(Note) 

Related party in substance 

Jhuang Shuo Construction Co., Ltd. 
(Note) 

Related party in substance 

Dong-Nan Investment Co., Ltd. 
(Note) 

Related party in substance 

Siang You Ltd. 
(Note) 

Related party in substance 

Polaris Research Institute 
(Note) 

Related party in substance 

Ho's Holding Company  
(Note) 

Related party in substance 

FCC Partners (Taipei) Inc.  
(Note) 

Related party in substance 

Kuan Yang Construction Ltd.  
(Note) 

Related party in substance 

Others (each related party's deposits and 

loans are not over 1% of total deposits 

and loans) 

The Bank's affiliated companies and directors, 
supervisors and managers, and their relatives 

  
(Note): Yuanta Financial Holdings Co., Ltd. acquired Polaris Securities Co., Ltd. and its subsidiary 

on Oct 3, 2011. The above affiliates became a related party of the Company on the same 
day. 
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2. Significant transactions and balances with related parties 

(1) Deposits 

  December 31, 2011 
 

 Name 
Ending 

  balance 
Percentage of 

  deposits (%)  
Interest  

  rate (%) 
Deposits by each related 

party not over 1% of 
total deposits $ 20,088,325  4.59 0.00~6.42 

 
  December 31, 2010 

 
 Name 

Ending 
  balance 

Percentage of 
  deposits (%)  

Interest  
  rate (%) 

Deposits by each related 
party not over 1% of 
total deposits $ 21,151,857  5.54 0.00~6.20 

Apart from 6.42% and 6.20% interest rate on employees’ certain demand savings 
deposits, for the years ended December 31, 2011 and 2010, the range of interest rate 
on other related parties' demand savings deposits was 0.00%~1.42% and 
0.00%~2.78%, respectively. The interest rates and other terms provided to related 
parties were the same as those offered to the general public. 

For the years ended December 31, 2011 and 2010, interest expenses on the above 
deposits were $133,762 and $54,808, respectively. 
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In 2011 and 2010, loans to related parties were under the same terms as those to other 
customers, except for interest rates on loans to affiliated companies, ranging from 
1.92% to 2.67% and 1.48% to 2.73%, respectively, and on loans to bank staffs, ranging 
from 1.19% to 5.25% and 1.05% to 5.02%, respectively. 

During 2011 and 2010, interest income resulting from the above loans were $32,637 
and $66,829, respectively. 

(3) Fee and commission income 

As of and for the years ended December 31, 2011 and 2010, details of fee and 
commission income and related receivables were as follows: 
   For the year ended December 31, 2011 

           Name             
Fee and commission 

  income 
Accounts 

  receivable 
Yuanta Life Insurance Agent $ 248,019 $ 24,942
Yuanta Property Insurance Agent  5,173  272
Yuanta Securities Investment Trust  14,534  2,070
Polaris Securities Investment Trust  161  39
Total $ 267,887 $ 27,323

 
   For the year ended December 31, 2010 

           Name             
Fee and commission 

  income 
Accounts 

  receivable 
Yuanta Life Insurance Agent $ 171,172 $ 22,218
Yuanta Property Insurance Agent  4,821  366
Yuanta Securities Investment Trust  22,765  2,274
Total $ 198,758 $ 24,858

 
The above income was mainly from commissions from sales of mutual funds and 
insurance. 

(4) Rental expenses 

For the years ended December 31, 2011 and 2010, details of rental expenses were as 
follows: 

  For the years ended December 31,
          Name              Usage         2011       2010 
Yuanta Securities Office premises $ 177,909 $ 172,408
Yuanta Securities Finance  Office premises  2,538  4,905
Polaris Securities Office premises  2,451  -
Total  $ 182,898 $ 177,313
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(5) Donations 

  For the years ended December 31,  
 Name   2011   2010  
Yuanta Foundation $ 5,000 $ 5,000 

 
(6) Consulting fee 

  For the years ended December 31,  
 Name   2011   2010  
Yuanta Securities Investment Consulting $ 11,856 $ 10,000 
Yuanta Securities   2,475  1,900 
 $ 14,331 $ 11,900 

 
(7) Commission expense 

  For the years ended December 31,  
 Name   2011   2010  
Yuanta Securities $ 13,966 $  13,527 

 
(8) Other receivables 

 Name  December 31, 2011 December 31, 2010 
Yuanta Financial Holding, Co., Ltd. $ 2,771,945 $ 2,465,364 

The above receivable represents the consolidated income tax return receivable from 
parent company.  

(9) Property transactions 

A. As of and for the years ended December 31, 2011 and 2010, the details of the 
Bank's investments in open-end funds were as follows: 

  For the year ended December 31, 2011 
 Investment 

 during the period Ending balance 
Gain 

 on disposal 
Funds managed by Yuanta 

Securities Investment 
Trust $ 1,500,000 $ - $ 2,322

 

  For the year ended December 31, 2010 
 Investment 

 during the period Ending balance 
Loss 

 on disposal 
Funds managed by Yuanta 

Securities Investment 
Trust $ 1,530,000 $ - $ 2,705
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B. The index funds issued by the affiliated parties are as follows: 

  For the year ended December 31, 2011 
 Investment 

 during the period Ending balance 
Loss 

 on disposal 
Funds managed by Polaris 

Securities Investment 
Trust $ 142,708 $ - $ 1,366

No related trade in 2010. 

C. For the years ended December 31, 2011 and 2010, the details of the Bank's 
engaging in outright purchase and sell transactions with affiliates in the open 
market were as follows: 

        For the year ended December 31, 2011 
     Type  Purchase price   Selling price 
Yuanta Securities     Bond $ 2,118,066 $ 311,649

 

        For the year ended December 31, 2010 
     Type  Purchase price   Selling price 
Yuanta Securities     Bond $ 1,855,214 $ 2,829,818

 

D. For the years ended December 31, 2011 and 2010, the details of the Bank's 
engaging in beneficiary securities transactions with affiliates in the open market 
were as follows: 

        For the year ended December 31, 2011 
 Ending balance Highest balance Interest income
Yuanta Securities $ - $ 45,243 $ 5,229

 
        For the year ended December 31, 2010 
 Ending balance Highest balance Interest income
Yuanta Securities $ 45,243 $ 91,338 $ 4,584

 
(10) Others 

A. Notes and bonds investment (payable) under resale (repurchase) agreement 

For the years ended December 31, 2011 and 2010, transaction details of notes and 
bonds under repurchase or resale agreement with affiliated parties were as 
follows: 

No related trade in 2011. 
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               For the year ended December 31, 2010 

      Name   
Highest 

 balance Ending balance
Interest rate
 (Note) 

Interest 
revenue 

 (expense)  
Handling 

 fee revenue
Resale transactions:      
Yuanta Securities $ 448,301 $ - 0.25 $ 3 $ -

Repurchase 
transactions:      
Funds managed by 

Yuanta Securities 
Investment Trust:      
Yuanta Wan Tai 

Bond Fund $ 1,000,000 $ - 0.16~0.17 ($ 38) $ -
Yuanta Securities  209,596  - -0.20~0.00 ( 13)  32

Total  $ -  ($ 51) $ 32

Note: To comply with the GreTai Securities Market (GTSM)’s automatic notes and 
bonds under repurchase agreement (RP) trading of excess long positions by 
the computerized negotiation trading system, the Bank engaged in relevant 
transactions and, therefore, generated negative interest rate. 

B. Securities lending from the related parties: 

        For the year ended December 31, 2011 
 Ending balance Highest balance Borrowing income
Yuanta Securities $ - $ 114,814 $ 600

No related trade in 2010. 

C. The Bank acquired 20% of Yuanta Property Insurance Agency Ltd. and 0.3% of 
Yuanta Life Insurance Agent with a price of $1,400 and $1 on Oct 20, 2011. As a 
result, Yuanta Property Insurance Agency Ltd. and Yuanta Life Insurance Agent 
are 100% owned subsidiaries of the Bank as of Dec 31, 2011. 

(11) Information on remunerations to the Bank’s directors, supervisors, general managers 
and vice general managers: 

   2011     2010 

Salaries $ 45,071 $ 44,553
Bonus  49,588  54,945
Service execution  4,172  1,081
Earnings distribution      767        -
Total $ 99,598 $ 100,579

A. Salaries include salary, extra pay for duty, pension and severance pay. 

B. Bonus includes bonus and reward. 

C. Service execution fee includes transportation allowance, special expenditures, 
various allowances, dormitory, housing and vehicle benefits, etc. 

D. Earnings distribution includes estimated remunerations to be paid to supervisors 
and directors and bonus to be paid to employees in 2011. 

E. Please refer to the Bank’s annual report for relevant information. 
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VI. Pledged assets 

As of December 31, 2011 and 2010, the details of pledged assets were as follows: 

         Items    December 31, 2011  December 31, 2010    Purpose of pledge   
Available-for-sale financial 

assets – government bonds 
$ - $ 96,537 Notes and bonds payable 

under repurchase 
agreement 

Available-for-sale financial 
assets – government bonds 

 25,722  29,687 Provisional seizure 

Available-for-sale financial 
assets – government bonds 

 51,887  51,669 Operating deposits of 
proprietary trading bills

Available-for-sale financial 
assets – government bonds 

 72,642  72,336 Trust fund reserve 

Available-for-sale financial 
assets – government bonds 

 -  310,013 Deposits at the Resolution 
Trust Corporation (RTC)

Available-for-sale financial 
assets – government bonds 

 10,377  10,334 Operating deposits of 
proprietary trading 
securities 

Available-for-sale financial   International card 
assets – government bonds  3,836  3,720 payment reserves 

Total $ 164,464 $ 574,296  
    

VII. Commitments and contingencies 

1. Operating leases 

The Bank has entered into certain operating lease agreements for its branches. As of 
December 31, 2011, future lease contract commitments were as follows: 

         Fiscal year            Rental amount 

2012 $ 443,138
2013  402,848
2014  266,788
2015  136,848
2016 and the after  71,453
 $ 1,321,075

 
2. Significant purchase agreements 

As of December 31, 2011 and 2010, the Bank entered into agreements for asset 
acquisitions amounting to $257,099 and $138,661, respectively. The unpaid amounts of 
those agreements were $141,050 and $87,425, respectively. 
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3. Others 

 December 31, 2011 December 31, 2010 
Consignment collection for others $ 11,463,639 $ 11,307,411 
Traveler's checks held on consignment for 

sale  92,935  92,719 
Consignment securities, underwriting goods 

and custodial goods  14,077,400  11,696,695 
Trust assets  109,380,522  111,059,945 
 $ 135,014,496 $ 134,156,770 
Credit lines provided but not used $ 2,296,202 $ 2,663,742 
Credit commitment on credit card $ 67,836,746 $ 66,372,597 
Other guarantees $ 36,698,280 $ 22,104,723 
Unused L/C balance $ 3,801,459 $ 3,791,306 
Securities commitment under repurchase 

agreement $ - $ 100,196 
Securities commitment under resale 

agreement $ 1,547,868 $ 1,691,750 
   

VIII. Significant catastrophe loss: None. 

IX. Significant subsequent events: None. 
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X. Others 

1. Disclosure of financial instruments 

(1) Information of fair value hierarchy of financial instruments  

 December 31, 2011    Total  Level 1  Level 2   Level 3 
Non-derivative financial 

instruments     

Assets     
Financial assets at fair value 

through profit or loss     

Financial assets held for 
trading purposes     

Bond investments  $  9,018,541  $ 1,575,733  $  7,442,808  $  -
Others   2,643,687   300,692   2,342,995   -

Financial instruments 
designated at fair value at 
initial recognition   20,610   20,610   -   -

Available-for-sale financial 
assets     
Stock investments   457,171   457,171   -   -
Bond investments   12,696,167   -   12,696,151   16
Others   90,362   -   90,362   -

 

 December 31, 2011    Total  Level 1  Level 2   Level 3 
Derivative financial instruments     
Assets      

Financial assets at fair value 
through profit or loss  $  2,886,805  $   83,397  $  2,754,447  $  48,961

Liabilities      
Financial liabilities at fair 

value through profit or loss   2,734,648   -   2,685,687   48,961
 

Note 1: The table shows the Bank’s measurement method of financial assets and liabilities, 
which can be applied on financial assets or liabilities at fair value through profit 
or loss and available-for-sale financial assets. 

Note 2: Level 1: In accordance with R.O.C SFAS No. 34, if the market for the financial 
instrument is active, the fair value of the financial instrument is represented by the 
quoted prices of the same instruments. An active market refers to a market that 
meets all of the following conditions: 

(A) the financial instrument traded in the market are homogeneous; 

(B) willing sellers and buyers can be found at all times; 

(C) price information is available to the public. 
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Note 3: Level 2: Observable prices other than the quoted prices in an active market 
comprise direct (e.g. prices) or indirect (e.g. derived by prices) observable inputs 
obtained from an active market. 

(A) The quoted prices of similar financial instruments in an active market 
represent the fair value of the financial instruments held by the Bank are 
derived by recent transaction prices of similar financial instruments, which 
are decided based on their features and transaction terms. The fair value of 
financial instruments needs to be adjusted based on observable transaction 
prices of similar financial instruments; adjustment elements might include 
time lag of the last financial instrument transactions, differences of 
transaction terms, transaction prices involving related parties, relevance 
between observable transaction prices of similar financial instruments and the 
prices of financial instruments held. 

(B) Public quotation of the same or similar financial instruments in a non-active 
market. 

(C) Fair value is measured with valuation model, and the inputs (e.g. interest rate, 
yield curve, volatility rate) used in the model are based on obtainable data 
from the market (e.g. observable inputs obtained from market data, which 
reflect market participants’ expectation). 

(D) Most inputs are derived from observable market data, or that the relevance 
can be verified by observable market data. 

Note 4: Level 3: The inputs adopted to evaluate fair value at this level are not based on 
available data from the markets (Non-observable inputs, e.g. option pricing model 
using historical volatility rate, because historical volatility rate cannot represent 
the expectation value of market participants for future volatility rate). 

Note 5: The classification of this table is consistent with the relative book value stated in 
the balance sheet. 

Note 6: When using valuation model to measure the fair value of financial instruments, if 
the inputs include observable market data and non-observable inputs, the Bank 
shall judge if the non-observable inputs would have significant impact on the 
measurement; if so, the fair value of such financial instruments shall be classified 
to the lowest level. 

Note 7: There was no significant change in the valuation model or hierarchy level for the 
same financial instruments of the Bank for the year ended December 31, 2011. 
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(3) Fair value of financial instruments 

   December 31, 2011 

                           Fair value             

Non-Derivative financial instruments
 

 Book value 
Quotations in an 

 active market  
Estimated using a

valuation technique
Assets    

Financial assets with fair value 
equal to book value  $ 125,263,291 $ - $  125,263,291

Financial assets at fair value 
through profit or loss, net  11,682,838  1,897,035  9,785,803

Bills discounted and loans, net  348,783,971  -  348,783,971

Available-for-sale financial assets, 
net  13,243,700  457,171  12,786,529

Held-to-maturity financial assets  151,450  -  151,450

Other financial assets  7,664  -  7,664

Liabilities    

Financial liabilities with fair value 
equal to book value $ 15,455,656 $ - $ 15,455,656

Deposits and remittances  437,944,350  -  437,944,350

Financial debentures  15,147,060  -  15,147,060

Other financial liabilities  5,826,442  -  5,826,442
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   December 31, 2011 
                             Fair value             

Derivative financial instruments 
 

 Book value 
Quotations in an 

 active market  
Estimated using a 

valuation technique
Assets    

Exchange rate options purchased $ 251,100 $ - $ 251,100
Options purchased – asset swaps  27,655  -  27,655
FX contracts (FX swaps, forwards 

and cross currency swap)  739,469  -  739,469
Non-delivery forwards  1,217  -  1,217
Asset swap, interest rate swap and 

other interest rate swap  1,783,967  -  1,783,967
Futures contracts  83,397  83,397  -

Liabilities    
Exchange rate options written $ 242,958 $ - $ 242,958
Equity options written  26,828  -  26,828
Asset swap options written  1,733  -  1,733
FX contracts (FX swaps, forwards 

and cross currency swap)  622,537  -  622,537
Non-delivery forwards  1,098  -  1,098
Asset swap, interest rate swap and 

other interest rate swap   1,839,494  -  1,839,494
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   December 31, 2010 

                           Fair value             

Non-Derivative financial instruments
 

 Book value 
Quotations in an 

 active market  
Estimated using a

valuation technique
Assets    

Financial assets with fair value 
equal to book value  $ 142,746,596 $ - $  142,746,596

Financial assets at fair value 
through profit or loss, net  6,812,296  454,955  6,357,341

Bills discounted and loans, net  284,751,517  -  284,751,517

Available-for-sale financial assets, 
net  10,680,673  1,091,260  9,589,413

Held-to-maturity financial assets  151,840  -  151,840

Other financial assets  14,861  -  14,861

Liabilities    

Financial liabilities with fair value 
equal to book value $ 26,882,375 $ - $ 26,882,375

Deposits and remittances  381,466,045  -  381,466,045

Financial debentures  15,094,120  -  15,094,120

Other financial liabilities  3,119,273  -  3,119,273
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   December 31, 2010 
                            Fair value             

Derivative financial instruments 
 

 Book value 
Quotations in an 

 active market  
Estimated using a 

valuation technique
Assets    

Exchange rate options purchased $ 162,838 $ - $ 162,838
Options purchased – asset swaps  92,146  -  92,146
FX contracts (FX swaps, forwards 

and cross currency swap)  669,353  -  669,353
Non-delivery forwards  51,175  -  51,175
Asset swap, interest rate swap and 

other interest rate swap  2,422,821  -  2,422,821
Futures contracts  37,305  37,305  -
Purchased CDS  172  -  172

Liabilities    
Exchange rate options written $ 156,940 $ - $ 156,940
Equity options written  77,167  -  77,167
Asset swap options written  29,077  -  29,077
FX contracts (FX swaps, forwards 

and cross currency swap)  1,070,194  -  1,070,194
Non-delivery forwards  49,608  -  49,608
Asset swap, interest rate swap and 

other interest rate swap   2,541,439  -  2,541,439

(4) The following methods and assumptions were used to estimate the fair value of each 
class of financial instruments: 

A. The book values of the financial instruments which have a short maturity period 
are considered as their fair value. This assumption is used in evaluating the 
following accounts: cash and cash equivalents, due from Central Bank and call 
loans to banks, investments in notes and bonds under resale agreements, 
receivables, refundable deposit-out, other financial assets (excluding financial 
assets carried at costs and debt investments with non-active market), due to 
Central Bank and other banks, notes and bonds payable under repurchase 
agreements, payables, refundable deposits-in, financial debentures (excluding 
designated financial liabilities at fair value through profit or loss), other financial 
liabilities and other payables. 

B. If financial assets at fair value through profit or loss, available-for-sale financial 
assets and held-to-maturity financial assets have quoted prices in an active market, 
the quoted prices are regarded as fair values. If there is no quoted market price for 
reference, a valuation technique will be adopted to measure the fair value. The 
estimations and assumptions of the valuation technique are consistent with those 
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used by market participants for the pricing of financial instruments. The 
discounted rates used are consistent with the expected rates of returns of financial 
instruments with the same terms and conditions. The terms and conditions include 
debtor’s credit rating, the remaining period of the fixed interest rate contract, the 
remaining period for principal repayment, and the currency paid, etc. 

Among the derivative financial instruments, exchange rate options are evaluated 
by the Black-Scholes model; stock options embedded in convertible bonds and 
interest rate swaps are evaluated by the quotes of the Bloomberg system; forward 
contracts, interest rate swaps and currency swaps are evaluated by discounting 
future cash flows using exchange rates from the Bloomberg system. 

C. Since bills discounted and loans are interest-earning assets, the fair values of bills 
discounted and loans are their book values. 

D. Other financial assets: If there are transaction prices or quoted market prices for 
debt instruments with non-active market, the fair values of such debt instruments 
will be determined by the latest actual transaction prices or quoted market prices. 
Moreover, if there is no quoted market price for reference, a valuation technique 
will be adopted to measure the fair value by discounting future cash flows. 

E. Deposits and remittances are financial liabilities bearing interests; therefore, the 
book values approximate the fair values. 

F. The fair value measurement is not applicable to equity investments accounted for 
under the equity method. In addition, there is no quoted market price in an active 
market for the unlisted stocks under financial assets carried at cost, and the 
variances in the range of reasonable fair value estimates is significant and their 
probability of the various estimates within the range cannot be reasonably assessed, 
so the fair value of the unlisted stocks cannot be reliably measured. As a result, 
information of the book value and the fair value with respect to these financial 
assets is not disclosed. 

(5) The Bank has recognized net (losses) profits on changes in fair value arising from 
valuation technique amounting to ($596,262) and $14,240 for the years ended 
December 31, 2011 and 2010, respectively. 

(6) As of December 31, 2011 and 2010, the Bank had financial assets with fair value risk 
arising from interest rate changes amounting to $206,062,365 and $184,402,421, 
respectively.  

(7) As of December 31, 2011 and 2010, the Bank had financial assets with cash flow risk 
arising from interest rate changes amounting to $274,979,149 and $240,597,695, 
respectively. 

(8) For the years ended December 31, 2011 and 2010, total interest income for financial 
assets or financial liabilities that are not at fair value through profit or loss amounted 
to $7,835,420 and $5,984,696, respectively; total interest expense on financial assets 
or financial liabilities that are not at fair value through profit or loss amounted to 
$2,898,601 and $1,765,975, respectively. For available-for-sale financial assets, 
(losses) gains recognized directly in equity were ($182,527) and $151,265, and the 
amounts removed from equity and recognized in profit and loss were $107,461 and 
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$300,749 during the years ended December 31, 2011 and 2010, respectively. 
Adjustments from available-for-sale financial assets accounted for under the equity 
method were $270 for the year ended December 31, 2010. 

(9) Risk management and hedging strategy (including financial hedge) 

A. The Bank engages in risk management and hedge under the principles of not only 
serving customers but also conforming to the Bank’s operational goals, overall risk 
tolerance limit, and legal compliance to achieve risk diversification, risk transfer, 
and risk avoidance, and, moreover, to maximize the benefits of customers, 
shareholders, and employees. The Bank mainly faces the credit risk, market risk 
(including the interest rate, foreign exchange rate, equity securities, and instrument 
risk), operation risk, and liquidity risk regardless whether those risks are on or off 
balance sheets. 

B. The Bank’s Board of Directors has the ultimate approval right in risk management. 
Major risk control items which include the bank-wide risk management policy, risk 
tolerance limit, and authority must be approved by the Board of Directors. The 
Bank has set up a risk management committee, which is responsible to review, 
supervise, report, and coordinate bank-wide risk management.  

C. The goal of market risk (interest rate risk) management of the Bank is to achieve 
optimal risk position, maintain proper liquidity position, and manage all market 
risk as a whole by considering the economic environment, competition condition, 
market value risk, and impact on net interest income. In order to achieve this risk 
management goal, the hedge activities of the Bank were concentrated on risk 
transfer and risk management of net interest income and market value risk. The 
Bank sets the strategy of fair value hedge of interest rate exposures according to 
the fund transfer pricing principle. The Bank primarily uses interest rate swaps for 
financial hedge purpose, and also to hedge interest rate exposures of certain 
fixed-rate loans and fixed-rate liabilities. 

(10) Financial risk information 

To build a good risk management system and improve business development, the 
Bank established a risk management policy to achieve operation goals and to increase 
stockholders’ values. The risk management policy approved by the Board of Directors 
is to fulfill the implementation of the risk control system and to create stable and 
high-quality profits for stockholders. 

The Bank follows the risk management policy and strives to quantify, assess, and 
manage risks for risk pricing and to obtain the optimal capital allocation. 

The risks the Bank encountered were as follows: 

A. Market risk 

Market risk means changes of market prices such as interest rates, exchange rates, 
and the prices of equity securities and instruments which may result in losses, 
either on or off the balance sheet. The Bank has developed a market risk 
management standard. Through the market risk management system, the Bank is 
able to evaluate and control the market risk of all positions. The Bank also sets the 
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limit approval, position limit, and stop loss limit and management control 
procedures for its investments in marketable securities according to different 
degrees of risk for each specific product. 

B. Credit risk 

Credit risk is the risk that borrowers or counterparties may not be able to fulfill 
contracts. The Bank has developed a credit risk management standard which is 
able to evaluate and control possible credit risk resulting from business operations 
by establishing and implementing the management structure. 

For all financial instruments held by the Bank, the maximum credit exposures 
were as follows: 

   December 31, 2011 
 
Non-derivative financial assets 

 
  Book value  

Maximum credit
  exposure 

Financial assets with fair value equal to 
book value $ 125,263,291 $ 125,263,291

Financial assets at fair value through 
profit or loss, net  11,682,838  11,682,838

Bills discounted and loans, net  348,783,971  348,783,971
Available-for-sale financial assets, net  13,243,700  13,243,700
Held-to-maturity financial assets  151,450  151,450
Other financial assets  7,664  7,664
Off-balance sheet accounts   

Guarantees receivable  -  36,698,280
L/C receivable  -  3,801,459

 
   December 31, 2011 
 
Derivative financial assets 

 
  Book value  

Maximum credit
  exposure 

Exchange rate options purchased $ 251,100 $ 251,100
Options purchased – asset swaps   27,655  27,655
FX contracts (FX swaps, forwards and 

cross currency swap)  739,469  739,469
Non-delivery forwards  1,217  1,217
Asset swap, interest rate swap and other 

interest rate swap  1,783,967  1,783,967
Futures contracts  83,397  83,397
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   December 31, 2010 
 
Non-derivative financial assets 

 
  Book value  

Maximum credit
  exposure 

Financial assets with fair value equal to 
book value $ 142,746,596 $ 142,746,596

Financial assets at fair value through 
profit or loss, net  6,812,296  6,812,296

Bills discounted and loans, net  284,751,517  284,751,517
Available-for-sale financial assets, net  10,680,673  10,680,673
Held-to-maturity financial assets  151,840  151,840
Other financial assets  14,861  14,861
Off-balance sheet accounts   

Guarantees receivable  -  22,104,723
L/C receivable  -  3,791,306

 
   December 31, 2010 
 
Derivative financial assets 

 
  Book value  

Maximum credit
  exposure 

Exchange rate options purchased $ 162,838 $ 162,838
Options purchased – asset swaps   92,146  92,146
FX contracts (FX swaps, forwards and 

cross currency swap)  669,353  669,353
Non-delivery forwards  51,175  51,175
Asset swap, interest rate swap and other 

interest rate swap  2,422,821  2,422,821
Futures contracts  37,305  37,305
Purchased CDS  172  172

The Bank conducts cautious credit assessments before providing loans, loan 
commitments, and guarantees. Loans with collateral amounted to 60.13% of the 
total loans. In order to obtain credit lines from the Bank, borrowers and 
guarantors are asked to provide collaterals such as cash, real estate, marketable 
securities, and other assets. Furthermore, in order to reduce credit risk, the Bank 
follows credit policies and negotiates credit limits with counterparties. In addition, 
the Bank may sign master netting agreements with the counterparty to reduce 
credit risk. 

Concentration of credit risk refers to the significant concentration of credit risks 
from all financial instruments, whether the risks are from an individual 
counterparty or a group of counterparties. Group concentration of credit risks 
exists if a number of counterparties are engaged in similar activities or activities 
in the same region, or have similar economic characteristics that would cause 
their abilities to fulfill contractual obligations simultaneously affected by changes 
in economic or other conditions. There was no significant concentration of credit 
risk from counterparties of the Bank. The related information can be found as 
follows: 
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 December 31, 2011 December 31, 2010 
Loans by regions   
Domestic $ 321,712,223 $ 273,993,419 
Overseas  31,703,167  15,962,459 
Total $ 353,415,390 $ 289,955,878 

 

 December 31, 2011 December 31, 2010 
Loans by industries   
Manufacturing $ 76,978,069 $ 62,972,722 
Private enterprises  31,059,590  21,392,274 
Construction  3,889,401  9,402,340 
Private individual  148,351,680  136,998,208 
Others  93,136,650  59,190,334 
Total $ 353,415,390 $ 289,955,878 

 

C. Liquidity risk 

Liquidity risks include market liquidity risk and capital liquidity risk. Market 
liquidity risk is the risk that market prices may encounter obvious changes due to 
market disorder. Capital liquidity risk is the risk that payment obligations cannot 
be fulfilled due to inability to convert assets into cash or acquire enough cash. 
The Bank made related regulations for various funding demands to control overall 
market liquidity risks. The treasury department of the Bank manages daily 
funding and responds to funding demands for various situations or events that 
may cause systematic risk. 

In addition, the Bank and its subsidiaries plan their future cash demands with 
financing tools, including money markets, foreign exchange markets and suitable 
current assets. 

The liquidity reserve ratio for the Bank was 29.2% and 31.3% for the years ended 
December 31, 2011 and 2010, respectively. In addition, the Bank’s capital and 
working capital were sufficient to fulfill all obligations. Thus, there was no 
material liquidity risk that could prevent the Bank from meeting the obligation. 

Analyses for time to maturity of the Bank’s assets and liabilities were as follows: 
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D. Operation risk 

Operation risk is the risk of loss resulting from inadequate or failed 
internal processes, people and systems or from external events. The Bank 
and its subsidiaries have prepared guidelines for operational risk 
management; procedures and flow of operational risk management are 
made based on the analysis of operation and transaction flows to 
effectively supervise and control operational risk. 

E. Legal risk 

Legal risk is the risk of potential loss resulting from noncompliance with 
related statutory regulations of the government and from ineffective 
contract which lacks legal effect, has omissions. The Legal Affairs 
Department is set up to assist the Bank and its subsidiaries to comply 
with regulations of the competent authority, provide professional legal 
consultancy and review procedures on the legality of internal regulations 
and various transaction agreements to make sure the Bank comply with 
the regulations in its overall financial and operational activities. 

In order for the risk management system to be successful, other than the 
abovementioned criteria, the support from the high level decision makers 
is also crucial. Under full authorization of high level management, the 
Bank has gradually implemented risk management system, which has 
been showing management results. 

F. Cash flow risk and fair value risk arising from changes in interest rates 

Cash flow risk arising from changes in interest rates for future cash flows 
of floating rate assets and liabilities held by the Bank may fluctuate due 
to changes in interest rates. Thus, the Bank has entered into the interest 
rate swap contract after consideration of risk level and operation 
requirements to mitigate such risk. 

(A) Expected repricing date or expected maturity date 

As of December 31, 2011 and 2010, the expected repricing date or 
expected maturity date were not affected by the contract date. The 
following table presents the book values of financial assets and 
financial liabilities classified by the earlier of the expected repricing 
date or expected maturity date; it also shows the interest rate risk of 
the Bank: 
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(B) Effective interest rates 

As of December 31, 2011 and 2010, the effective interest rates for financial 
instruments (except for financial instruments at fair value through profit or loss) 
held or issued by the Bank were as follows: 

 December 31, 2011 
            Items   NT$  US$ 
Available-for-sale financial assets   
 Government bonds 1.06%~2.09% -
 Corporate bonds 1.33%~3.05% -
 Beneficiary securities 2.20%~2.43% -
 Financial debentures 1.03%~1.37% 2.90%
Loans and advances 
 Short-term loans 1.72% 2.08%
 Short-term secured loans 2.30% 2.67%
 Mid-term loans 1.94% 2.12%
 Mid-term secured loans 2.52% 2.20%
 Long-term loans 2.82% 1.40%
 Long-term secured loans 2.16% 2.33%
Financial debentures 1.75%~2.75% -
Deposits 
 Demand deposits 0.17% 0.03%
 Time deposits 0.43%~1.40% 0.1%~1.00%
 Redeposits from the Directorate general 

of postal remittance 1.38% -
 Demand savings deposits 0.27% -
 Time savings deposits 0.52%~1.42% -

136



 

 

 

 December 31, 2010 
            Items   NT$  US$ 
Available-for-sale financial assets   
 Government bonds 1.09%~2.43% -
 Corporate bonds 0.88%~3.29% -
 Beneficiary securities 1.70%~3.17% -
 Financial debentures - 2.90%~3.50%
Loans and advances 
 Short-term loans 1.69% 1.31%
 Short-term secured loans 2.12% 1.93%
 Mid-term loans 1.80% 1.52%
 Mid-term secured loans 2.33% 1.75%
 Long-term loans 2.49% 1.59%
 Long-term secured loans 1.97% 1.99%
Financial debentures 2.17%~3.25% -
Deposits 
 Demand deposits 0.10% 0.03%
 Time deposits 0.10%~0.85% 0.10%~1.00%
 Redeposits from the Directorate general 

of postal remittance 1.13% -
 Demand savings deposits 0.15% -
 Time savings deposits 0.16%~0.89% -
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(2) Contract amounts of remarkable credit risk concentration were as follows: 

Expressed In Thousands of New Taiwan Dollars, % 
December 31, 2011 

Ranking 
(Note 1) 

Name of Enterprise Group 
(Note 2) 

Total Amounts 
of Outstanding 
Loans (Note 3)

Total Amounts of 
Outstanding Loans 

/ Total 
stockholders’ 

Equity 

1 Group A – Integrated Circuits 
Manufacturing $ 5,258,321 17.47 

2 Group B – Integrated Circuits 
Manufacturing  4,731,580 15.72 

3 Group C – Liquid Crystal Panel and 
Components Manufacturing  3,401,579 11.30 

4 Group D –Buildings Construction   2,808,340 9.33 

5 Group E –Liquid Crystal Panel and 
Components Manufacturing  2,070,245 6.88 

6 Group F –Other Metalworking 
Machinery Manufacturing  1,987,913 6.60 

7 Group G –Real Estate Leasing  1,732,740 5.76 

8 Group H –Ocean Water 
Transportation  1,585,332 5.27 

9 Group I –Real Estate Leasing  1,222,742 4.06 
10 Group J– Pulp Manufacturing  1,211,600 4.02 
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Expressed In Thousands of New Taiwan Dollars, % 
December 31, 2010 

Ranking 
(Note 1) 

Name of Enterprise Group 
(Note 2) 

Total Amounts 
of Outstanding 
Loans (Note 3)

Total Amounts of 
Outstanding Loans 

/ Total 
stockholders’ 

Equity 
1 Group A – Integrated Circuits 

Manufacturing $ 4,634,079 18.68 
2 Group B – Integrated Circuits 

Manufacturing 4,350,931 17.54 
3 Group C – Liquid Crystal Panel and 

Components Manufacturing 3,223,706 12.99 
4 Group D –Civil Air Transportation 2,143,858 8.64 
5 Group E –Other Metalworking 

Machinery Manufacturing 1,991,913 8.03 
6 Group F –Integrated Circuits 

Manufacturing 1,859,612 7.49 
7 Group G – Electronic Equipments 

and Components Retailing 1,803,499 7.27 
8 Group H – Buildings Construction 1,785,500 7.20 
9 Group I –Real Estate Development 1,107,000 4.46 
10 Group J – Real Estate Development 972,000 3.92 

Note 1: Ranking the top ten enterprise groups other than government and 
government enterprise according to their total amounts of outstanding loans. 
If an outstanding loan belongs to an enterprise group, the outstanding loan 
of enterprise group should be categorized and listed in total, and disclosed 
by “code” plus “industry type” (for example, company (or group) A – Liquid 
Crystal Panel and Components Manufacturing). If it is an enterprise group, 
industry type of maximum exposure of the enterprise group should be 
disclosed. Industry type should be filled in accordance with “Standard 
Industrial Classification System” of Directorate-General of Budget, 
Accounting and Statistics, Executive Yuan. 

Note 2: Definition of enterprise group is based on the Article 6 of “Supplementary 
Provisions to the Taiwan Stock Exchange Corporation Rules for Reviews of 
Securities Listings”. 

Note 3: Total amounts of credit extensions were various loans (including import 
negotiations, export negotiations, bills discounted, overdrafts, short-term 
loans, short-term loans secured, securities financing receivable, mid-term 
loans, mid-term loan secured, long-term loans, long-term loans secured, and 
overdue accounts), remittances purchased, advance accounts for factoring 
receivable, acceptances receivable, and guarantees receivable. 
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(4) Profitability 

                                 Expressed in % 

December 31, Items 
2011 2010 

Before tax 0.42 0.42 Return on total assets  
After tax 0.35 0.32 

Before tax 7.45 7.15 Return on stockholders’ equity  
After tax 6.21 5.43 

Net profit margin ratio  25.20 21.44 

Note 1: Return on total assets = Income before (after) income tax/average total 
assets.  

Note 2: Return on stockholders’ equity = Income before (after) income tax / average 
stockholders’ equity. 

Note 3: Net profit margin ratio = Income after income tax / total operating revenues. 

Note 4: The term “Income before (after) income tax” represents net income from 
January 1 to the reporting period of the balance sheet date. 

.
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(6) Average value and average interest rates of interest-earning assets and interest-bearing 
liabilities 

  2011 

Interest-earning assets    
Average  

    value    
Average rate of 

     return (%)   
Due from other banks $ 1,615,636 0.01 
Due from Central Bank and call loans to other banks 

(excluding account A) 99,511,853 0.81 
Financial assets at fair value through profit or loss 8,019,729 1.22 
Investment in notes and bonds under resale agreements 2,751,207 0.81 
Bills discounted and loans (excluding non-accrual loan)  
  – Gross 316,469,031 2.09 
Available-for-sale financial assets 10,001,699 1.77 
Held-to-maturity financial assets 147,394 - 
Credit card receivables 1,267,430 7.72 
Accounts receivables factoring 2,297,803 1.46 
Interest-bearing liabilities       
Due to Central Bank and other banks $ 9,431,192 1.12 
Notes and bonds payable under repurchase agreements 222,715 0.43 
Demand deposits 204,923,528 0.15 
Time deposits 163,021,967 1.11 
Negotiable certificates of deposit 27,896,126 0.95 
Financial debentures  16,203,407 2.46 
Appropriated loan funds 116,078 1.26 
Structured notes (deposit) 7,500,374 0.32 
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  2010 

Interest-bearing liabilities     
Average  

    value    
Average rate of 

     return (%)   
Due from other banks $ 2,010,680  0.03 
Due from Central Bank and call loans to other banks 

(excluding account A) 70,910,312  0.62 
Financial assets at fair value through profit or loss 6,359,228  0.86 
Investment in notes and bonds under resale agreements 4,550,984  0.41 
Bills discounted and loans (excluding non-accrual loan)  
  – Gross 261,266,880  1.94 
Available-for-sale financial assets 12,390,563  1.93 
Held-to-maturity financial assets 167,383  0.37 
Credit card receivables 1,435,072  10.12 
Accounts receivables factoring 1,275,255  1.22 
Interest-bearing liabilities       
Due to Central Bank and other banks $ 12,691,033  0.78 
Notes and bonds payable under repurchase agreements 972,379  0.20 
Demand deposits 182,932,918  0.12 
Time deposits 122,647,322  0.81 
Negotiable certificates of deposit 13,327,434  0.66 
Financial debentures  12,865,501  2.65 
Appropriated loan funds 147,950  1.03 
Structured notes (deposit) 3,842,782  0.40 

3. Net position for major foreign currency transactions 

 December 31, 2011 December 31, 2010 
 Currency 

(in thousands) 
NT$ 

(in thousands)
Currency 

(in thousands) 
NT$ 

(in thousands) 
USD  26,635  806,757 USD  12,992  394,549 
CNY  14,069  67,643 EUR  1,925  78,094 
EUR  1,507  59,070 CNY  11,722  54,015 
AUD  1,188  36,536 JPY  128,284  47,886 

Net position for major 
foreign currency 
transactions (Market 
Risk) 

JPY  58,127  22,716 HKD  1,993  7,991 

Note 1: The major foreign currencies are the top 5 currencies by position, which is 
expressed in New Taiwan dollars after exchange rate conversion.  

Note 2: Net position represents an absolute value of each currency. 

The exchange rate the Bank adopted on December 31, 2011 was 1 USD: 30.29 NTD. 
The major foreign currency position (including forward contracts) is mainly US dollar 
assets, amounting to USD3,439,419 thousand and USD2,548,616 thousand as of 
December 31, 2011 and 2010, respectively; liabilities were USD3,412,784 thousand and 
USD2,535,624 thousand, respectively. 
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4. Trust assets and liabilities 

In accordance with Article 17 of the Trust Enterprise Law, the disclosures of the trust 
balance sheet, income statement and schedule of investments for trust business are as 
follows: 

                                         Trust Balance Sheet       
                                         December 31, 2011     
Trust assets Trust liabilities 
Bank deposits $  2,105,263 Payable- Customers’  $ 33,723,334 
Stocks  15,410,947 securities under custody  
Funds (Note)  49,824,152 Pecuniary trust  56,441,928 
Bonds  3,029,519 Securities trust  14,159,982 
Real estate  5,287,307 Real estate trust  5,371,683 
Customers’ securities under  Co-Trust Fund  580,403 
custody  33,723,334 Total net income  10,220 
                      Accumulated deficit ( 907,028)

Total trust assets $ 109,380,522 Total trust liabilities $ 109,380,522 

 
                                         Trust Balance Sheet       
                                         December 31, 2010           
Trust assets Trust liabilities 
Bank deposits $ 1,760,718 Payable- Customers’  $ 41,509,715 
Stocks  12,306,257 securities under custody  
Funds (Note)  47,808,002 Pecuniary trust  53,991,070 
Bonds  3,778,313 Securities trust  10,756,602 
Real estate  3,896,940 Real estate trust  3,962,375 
Customers’ securities under   Co-Trust Fund  656,938 
custody  41,509,715 Total net income  35,645 
                      Retained earnings  147,600 

Total trust assets $ 111,059,945 Total trust liabilities $ 111,059,945 

Note: Includes mutual funds in money market. 
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 Trust Income Statement  
               For the years ended December 31, 
  2011  2010 
Trust income:   
Interest income  $ 13,533  $ 8,665

 Rental income   25,358   20,089
 Dividend income   33,798   17,575
 Investment income   17,846   23,547
   90,535   69,876
   
Trust expenses:   
Management fees   26,840   18,136
Tax expenses   21,639   3,737
Service fees   6   22
Loss on investment   30,809   11,788
   79,294   33,683
Net income before income tax   11,241   36,193
Income tax expense (  1,021) (  548)
Net income after income tax  $ 10,220  $ 35,645
  

 
                         Schedule of investments for trust business                       
                December 31, 2011                       December 31, 2010           
     Invested items          Book value         Invested items          Book value    
 Bank deposits $ 2,105,263  Bank deposits $ 1,760,718 
Bonds  3,029,519 Bonds  3,778,313 
Stocks  15,410,947 Stocks  12,306,257 
Funds  49,824,152 Funds  47,808,002 

 Real estate   Real estate   
Land  5,287,307 Land  3,896,940 

Customers’ securities 
under custody  33,723,334 

 Customers’ securities 
under custody  41,509,715 

 $ 109,380,522  $ 111,059,945 

Foreign currency pecuniary trust operated by the Offshore Banking Unit (OBU) 
as of December 31, 2011 and 2010, was included in the trust balance sheet and 
schedule of investments for the trust business. 
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5. Capital adequacy ratio 

    
 December 31, 2011 December 31, 2010

Tier 1 Capital $ 27,435,491 $ 22,229,821
Tier 2 Capital 13,525,822 8,907,147
Tier 3 Capital - -

Eligible capital 

Self-owned capital, net 40,961,313 31,136,968
Standardized Approach 332,266,318 267,322,507
Internal Ratings-Based Approach - -Credit 

risk 
Asset securitization 45,591 122,537
Basic Indicator Approach - 12,306,100
Standardized Approach / Alternative 
Standardized Approach 11,744,813 -

Operation 
risk 

Advanced Measurement Approaches - -
Standardized Approach 7,140,763 10,456,938Market 

risk Internal Models Approach - -

Total 
risk - 
weighted 
assets 

Total risk-weighted assets 351,197,485 290,208,082
Capital adequacy ratio 11.66% 10.73%
Tier 1 Risk-based Capital Ratio 7.81% 7.66%
Tier 2 Risk-based Capital Ratio 3.85% 3.07%
Tier 3 Risk-based Capital Ratio - -
Stockholders’ equity/Total assets  4.94% 4.79%
Gearing ratio 5.72% 5.45%

Note 1: The consolidated capital adequacy ratio as of December 31, 2011 and 2010 was 11.67% and 
10.74%, respectively. 

Note 2: The eligible capital and risk-weighted assets in the table above should be filled in accordance with 
“Regulations Governing the Capital Adequacy Ratio of Banks” and “calculation method and table 
of self-owned capital and risk-weighted assets”. 

Note 3: The relevant formulas are as follows: 

1: Eligible capital = Tier 1 capital + Tier 2 capital + Tier 3 capital 

2: Total risk-weighted assets = credit risk-weighted assets + (operation risk + market risk) * 12.5 

3. Capital adequacy ratio = Eligible capital / Total risk-weighted assets 

4. Tier 1 Risk-based Capital Ratio = Tier 1 capital / Total risk-weighted assets 

5. Tier 2 Risk-based Capital Ratio = Tier 2 capital / Total risk-weighted assets 

6. Tier 3 Risk-based Capital Ratio = Tier 3 capital / Total risk-weighted assets 

7. Stockholders’ equity to total assets ratio = Shareholder's equity/Total assets 

8. Gearing ratio = Tier 1 capital / averaged assets after adjustments (average assets – tier 1 capital – 
goodwill – unamortized loss on sale of non-performing loans and amounts should be deducted 
from the tier 1 capital pursuant to “calculation method and table of self-owned capital and 
risk-weighted assets”. 
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6. Cross-selling marketing strategies implemented between the Bank, the Yuanta 
Financial Holding Co. and its subsidiaries 

(1) In order to achieve the integrated benefit for financial holding company, the Group 
adopts the cross-selling marketing approach to take advantage of the operation 
channels, branches and staff to satisfy various needs of the clients, to increase the 
Group’s sales performance and to enhance cost-saving efficiency. The cross-selling 
marketing approach was conducted in conformance with “Yuanta Financial 
Holdings Company Group Cross-selling Marketing Rules” to regulate the Bank, the 
Yuanta Financial Holdings Co. and its subsidiaries, to ensure clients’ rights. 

(2) Information exchange 

As the Bank, the Yuanta Financial Holdings Co. and its subsidiaries or other third 
parties adopted cross-selling marketing approach; such entities should comply with 
Article 11 of “Yuanta Financial Holdings Company Group Cross-selling Marketing 
Rules” to disclose, transfer or exchange client information.  Details of the rules are 
as follows: 

A. Transaction information and other related information shall be based on clients’ 
written agreement and cannot be gathered or utilized outside the permitted 
range; 

B. Once the clients cease to permit the exchange of their personal information, 
transaction information and other related information, the Bank, the Yuanta 
Financial Holdings Co. and its subsidiaries shall stop using the information 
immediately. 

(3) Common use of operation facilities or place 

As the Bank, the Yuanta Financial Holdings Co. and its subsidiaries or other third 
parties adopted cross-selling marketing approach, such entities should comply with 
Article 3 of “Yuanta Financial Holdings Company Group Cross-selling Marketing 
Rules” to apply for approval from the Financial Supervisory Commission of the 
Executive Yuan and should comply with Articles 6 and 8 of the Rules for the scope 
and method in adopting cross-selling business. 

There was no major common business marketing and information exchanged as of 
December 31, 2011. 
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7.  Others 

(1) Disclosure items of the Bank’s acquisition of part of the assets and liabilities of 
18 domestic branches of Chinfon Commercial Bank (CCB) according to 
Explanatory Letter Jin-Guan-Zheng (6) No. 0930004183(September 3, 2004) of 
the FSC are as follows:  

A. Brief introduction of the transferring company: Chinfon Commercial Bank 
Co., Ltd. was founded in July 1971 as Cathay Investment and Trust 
Company. It changed its name to Chinfon Commercial Bank on October 11, 
1994. The scope of business includes: businesses approved in the Banking 
Act of the Republic of China, trust fund management, international financial 
businesses, and other related businesses approved by the Competent 
Authority. CCB had business department, foreign department, trust 
department and credit card department; 33 domestic branches, an offshore 
banking unit, an overseas branch and sub-branch (Hanoi Branch and Ho Chi 
Minh City Sub-branch in Vietnam). The Bank acquired 18 domestic 
branches among them. 

B. Objective, Laws and Regulations 

(A) Objective: The Bank expects benefits from combining the 18 branches’ 
channels; through the expansion of channels, The Bank aims to 
reinforce business development, market status and core competitiveness 
and to improve long-term profit making. 

(B) Laws and Regulations: Articles 58 and 62-4 of the Banking Act of the 
Republic of China, and Articles 5, 16 and 18 of the Financial 
Institutions Merger Act. 

C. Effective Date: April 3, 2010. 

D. The category, number and amount of securities issued due to the transfer: 
Not applicable 

E. Accounting related items of the transfer: 

(A) Accounting method: The Bank acquired the operation and assets and 
liabilities of the 18 domestic branches of CCB and the differences 
between the net value of assets and liabilities at fair value and the 
indemnification from the RTC were recognized as goodwill. 

(B) Items and amounts of assets and liabilities: 

  Amount  
Assets $ 7,987,682 
Liabilities  27,810,801 
Liabilities – net  19,823,119 
Less: indemnification from the RTC  17,898,724 
Goodwill $ 1,924,395 
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F. The Bank received indemnification from the RTC amounting to $19,300,000 
on April 6, 2010 and returned the excess amount of $1,401,276 to the RTC 
on July 13, 2010. 

G. In accordance with SFAS No. 25 “Business Combinations”, the Bank 
adjusted the net fair value of part of the transferred fixed assets and loans 
and decreased goodwill by $306,984. 

H. The pro forma operating income information disclosed based on SFAS No. 
25 (provided that the operating results from the beginning of 2010 had 
included CCB’s 18 branches) 

  2010  
Net interest income $ 4,183,311 
Net non-interest income  1,656,755 
Net revenues  5,840,066 
Bad debt expense and gain on recovered bad debt  173,129 
Operating expenses ( 4,680,755)
Net income before income tax  1,332,440 
Income tax expense ( 416,738)
Net income after income tax $ 915,702 
  
 Before Tax After Tax 
Earnings per share $ 0.61 $ 0.42 
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XII. Segment Information:  

1. General information –the products and services of income sources for each 
reporting segment 

The Bank has three reporting segments: corporate banking, consumer banking and 
wealth management. The products and services of main income sources are set 
out below: 

Corporate banking: general corporate loans, policy finance, guarantees and 
acceptances, receivables finance and small and medium enterprise loans, etc. 

Consumer banking: mortgage loans, auto loans, consumer loans and credit cards, 
etc. 

Wealth management: The segment consolidates deposits, wealth management, 
trust business and various financial products, and provides clients with 
tailor-made recommendations and advice according to their asset portfolio and 
financial position. 

2. Measurement of segment information 

(1)  Measurement of the profit and loss and assets and liabilities of operating 
segments 

The Bank’s measurement principles of profit and loss and assets and 
liabilities of operating segments are consistent with significant accounting 
policies stated in Note 2, and the measurement of profit and loss performance 
is based on pre-tax profit and loss. 

In order to create a fair and reasonable evaluation system, the funding among 
segments is regarded as a lending to the third party and interest incomes and 
expenses should be calculated according to internal funding rates which refer 
to market conditions. Incomes and expenses among internal segments shall be 
offset in the financial reports published. 

Incomes and expenses attributable to each operating segments shall be 
classified as profits or losses of the segment; the indirect expenses that are not 
attributable to any segment and back office expenses should be reasonably 
allocated to operating segments. For those expenses that cannot be reasonably 
allocated should be listed under “other segment”. 

(2) Recognition element for reporting segment 

The performance appraisal for the Bank’s reporting segments based on 
specific performance indicators which are reviewed and evaluated by the 
management on a regular basis is a reference for resource allocation.
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XIII. Relevant Information Adoption of IFRSs 

In accordance with the Financial Supervisory Commission (hereinafter referred to as the FSC), 
Executive Yuan, domestic banks, financial holding companies and bills finance corporations 
should prepare their financial reports in accordance with International Financial Reporting 
Standards (IFRSs), International Accounting Standards, International Financial Reporting 
Standards Interpretations (IFRICs) and Interpretations of the International Accounting 
Standards (SICs) approved by the FSC, starting from the fiscal year of 2013. 
 
The Bank should pre-disclose the information below before the adoption of IFRSs in 
accordance with Jin-Guan-Zheng-Shen Letter No. 0990004943 dated on February 2, 2010 and 
Jin-Guan-Yi-Fa Letter No. 10000073410 dated on Apr 7, 2011: 
 
1. Important information and summary regarding IFRSs adoption plan 

The Bank has already set up an ad hoc team with regards to IFRSs adoption following 
Yuanta Financial Holdings. The CFO is in charge of the conversion to IFRSs for the 
Yuanta Group and the Bank’s accounting manager is in charge of the conversion to IFRSs 
for the Bank. Important content and executive statuses are as follows: 

Working Items for IFRSs 
Conversion Project 

Main executive 
department 

Status and estimated 
completion date 

1. Set up an ad hoc team. Accounting 
department 

Completed as of 
August 2009. 

2. Establish an adoption plan 
for IFRSs conversion. 

Accounting 
department 

Completed as of June 
2011. 

3. Complete the identification 
of differences between 
current accounting policy 
and IFRSs. 

Accounting 
department 

Completed as of 
March 2011. 

4. Complete the identification 
of consolidation entities 
under the IFRSs framework. 

Accounting 
department 

In progress (to be 
completed by 
December 2012) 

5. Complete the evaluation of 
the impact of various 
exemptions and options 
under IFRS No. 1 First-time 
Adoption of International 
Financial Reporting 
Standards. 

Accounting 
department 

Completed as of 
October 2011. 
Note: Other than the 
“designation of 
previously recognized 
financial instruments”, 
it has been revised as 
of December 2011 
based on the 
“Regulation Governing 
the Preparation of 
Financial Reports by 
Public Banks” and is 
scheduled to be 
discussed by the Board 
of Directors during the 
first quarter of 2012. 
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Working Items for IFRSs 
Conversion Project 

Main executive 
department 

Status and estimated 
completion date 
Evaluations for the 
remaining items have 
been completed. 

6. Complete the evaluation of 
adjustments required for 
information systems. 

Information 
technology 

department & 
Accounting 
department 

Completed as of 
October 2011. 
 

7. Complete the evaluation of 
adjustments required for 
internal controls. 

Related  
department 

In progress (to be 
completed by June 
2012) 

8. Decide on adopted IFRSs 
accounting policies. 

Accounting 
department 

Completed as of 
December 2011. 

9. Decide on selection of 
various exemptions and 
options under IFRS No. 1. 

Accounting 
department 

Completed as of 
December 2011. Note: 
Other than the 
“designation of 
previously recognized 
financial instruments”, 
it has been revised as 
of December 2011 
based on the 
“Regulation Governing 
the Preparation of 
Financial Reports by 
Public Banks” and is 
scheduled to be 
discussed by the Board 
of Directors during the 
first quarter of 2012. 
Evaluations for the 
remaining items have 
been completed.  

10. Complete the preparation of 
IFRSs statement of financial 
position on the transition 
date. 

Accounting 
department 

In progress (to be 
completed by March 
2012) 

11. Complete the preparation of 
IFRSs comparative financial 
information for 2012. 

Accounting 
department 

In progress (to be 
completed by March 
2013) 

12. Complete the adjustments 
required for relevant internal 
controls (including financial 
reporting processes and 
relevant information 
systems). 

Related department In progress (to be 
completed by 
December 2012) 
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2. The significant differences that may occur between current accounting standards and the 
standards adopted in accordance with IFRSs and “Regulation Governing the Preparation of 
Financial Reports by Public Banks” in the future are as follows: 

Accounting issues Explanation for differences 
Financial 

instruments 
1. Pursuant to the “Regulation Governing the Preparation of Financial 

Reports by Public Banks”, the unlisted stock held by the Bank with 
no material influence is measured at cost. After the IFRSs 
conversion, only the above stocks which are traded in non-active 
market and whose fair values cannot be reasonably measured can be 
measured at cost. 

 2. According to ROC’s generally accepted accounting standards, stocks 
and bonds may respectively elect for trade date accounting or 
settlement date accounting.  Based on IFRSs, similar financial 
assets should adopt the same accounting treatment. Accordingly, 
bond trades should be changed from settlement date accounting to 
trade date accounting. 

 3. According to ROC’s generally accepted accounting standards, when 
a convertible corporate bond asset is entered into an asset swap 
transaction, companies should derecognize the convertible 
corporate bonds immediately when it is sold and recognize the 
option bought and interest rate swap contract.  Owing to the fact 
that the Bank does not transfer or retain almost all the risks and 
rewards of the financial assets and still retain the control over the 
underlying financial instruments, the condition for derecognition is 
not met. Therefore, the assets and relevant liabilities should 
continue to be recognized. 

Employee benefits 
 

1. According to ROC’s generally accepted accounting standards, 
“additional minimum pension liabilities” should be provided when 
the amount of accumulated obligations exceeds the pension fund 
assets at fair value. However, there is no such requirement in IAS 
No. 19, “Employee Benefits”. 

 2. According to ROC’s generally accepted accounting standards, if the 
unamortized actuarial gain (loss) exceeds 10% of fair value of the 
pension fund assets or the projected benefit obligations in the 
beginning period (whichever is greater), the excess amount should 
be amortized through the straight-line method over the expected 
remaining life of service and recognized as current net pension cost. 
After the IFRSs conversion, gain and loss of actuarial calculation 
should be immediately recognized in other comprehensive income.

Customer Loyalty 
Program 

The Bank has a reward points program for its credit card business. 
According to ROC’s generally accepted accounting standards, relevant 
expenses and payables are recognized when the reward points take 
places and relevant payables should be written off upon the actual 
exchange for goods. According to IFRIC No.13 “Customer Loyalty 
Program”, reward points should be estimated based on the exchange 
rate and fair value. Additionally, the income should be deferred and 
should not be recognized until the customers’ exchange is made.  
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With regard to the above differences, some items may be exempt under IFRS No. 1 
“First-time Adoption of International Financial Reporting Standards” and therefore no 
impact on amounts during the translation shall be incurred. 

3. The Bank evaluates the above significant differences between current accounting policies 
and accounting policies pursuant to IFRSs as approved by the FSC and the “Regulations 
Governing the Preparation of Financial Reports by Public Banks” expected to be effective 
in 2013. The current assessment result may be affected by the revisions of IFRSs, IASs, 
IFRICs and SICs, approved or pronounced by the FSC and the revised “Regulations 
Governing the Preparation of Financial Reports by Public Banks” in the future. Therefore, 
the assessment result may be different from the actual adoption of IFRSs in the future. 
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3. Risk Management and Other Significant Issues 

(1) Information of Credit Risk Management:   

A. Credit Risk Management System in 2011 

Item Contents 

1. Strategies, 
objectives, 
policies and 
procedure of 
credit risk 

1. Strategies and objectives: 
(1) Follow Basel II requirements to upgrade the Bank’s ability in risk management and 

internationalism. 
(2) Well found and fully implement the various risk management systems and control 

procedures. 
(3) Strengthen the information integration, analysis and precautionary effect to exert the 

risk management actively. 
2. Policies: 

(1) Cultivate the business strategies and organizations valuing credit risk management, and 
master the qualitative and quantitative management approaches as the reference in 
strategy making. 

(2) Establish the overall credit risk management system to control possible business risks 
within the risk tolerance during the process of operation, in hopes of ensuring the 
Bank’s achievement of credit risk strategic objectives. 

(3) Authorize independent credit risk management units and personnel to exercise job 
duties to ensure that the Bank’s credit risk management systems is implemented 
effectively and to help the Board of Directors and management perform their duties 
fully to fulfill the bank’s credit risk management systems. 

(4) Establish effective methods and controlling procedures to ensure the adequacy of 
capital reservation, and express business performance in a proper manner through the 
risk adjustment, and create the objective for maximization of shareholders’ value. 

3.  Management procedure:  
Credit risk identification, measurement, control and management, credit risk report and 
performance management. 

2. Structure and 
organization of 
credit risk 
management 

1.  Board of Directors: 
(1)  The Board of Directors is the Bank’s supreme policy-making entity for risk 

management, responsible for authorizing the Bank’s risk management policies and 
guidelines and supervising fulfillment of the various systems to achieve the Bank’s 
entire credit risk management objectives. 

(2)  Establish Audit Committee to review the risk-related proposal before proposing to the 
Board of Directors and communicate with the risk implementation entities. 

2.  Senior managers:  
Asset & Liability Management Committee, Risk Management Committee, Non-Performing 
Loan Management Committee and Credit Evaluation Committee are subordinated to the 
president. 

3.  Risk Management Dept: 
(1) Responsible for researching or suggesting the amendments of the Bank’s credit risk 

management policies and guidelines to be proposed to Board of Directors for approval.
(2) Establish the Bank’s entire structure of measuring, controlling and evaluating 

quantitative risk. 
(3) Responsible for enforcing and controlling the Bank’s credit risk management and 

credit risk management regulations for the various businesses to ensure that all 
businesses may apply strictly with the Bank’s credit risk management policies and 
guidelines. 

4.  Risk Management Dept. and other business units: 
Manage credit risks of crediting cases according to stratified empowerment, including 
crediting review, crediting management and post-loan management. 

5.  Internal audit: 
The independent internal audit entities will review the enforcement of the Bank’s credit risk 
management systems periodically and disclose it in the audit report truly, and ensure that the 
relevant entities have taken the corrective actions in a timely manner. 
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Item Contents 

3. Scope and 
characteristics of 
credit risk report 
and measurement 
systems 

1.  Scope and characteristics of credit risk report:  
(1) Report of Board of Directors. (Regularly)/(Integrated risk report) 
(2) Report of Audit Committee. (Regularly)/(Integrated risk report) 
(3) Monthly report of Asset & Liability Management Committee. (Integrated risk report) 
(4) Monthly report of Risk Management Committee. (Integrated risk report) 
(5) Monthly corporate and consumer banking asset quality report. 
(6) Monthly disclosure of information about the individual limits in the various countries 

and industries.  
2.  Credit risk measurement systems include:  

(1) Capital charge calculation platform information system. 
(2) The credit information and investigation system Credit rating. 
(3) The collection system: Asset appraisal. 
(4) The Bank’s credit risk alarming system: The credit risk alarming mechanism. 
(5) Mid-term crediting management platform (Including post loan management and the 

review platform.) 
(6) Step-by-step establish consumer banking scorecard and corporate probability of default 

model. 
(7) Step-by-step complete the establishment of the large exposure system. 

4. Credit risk 
hedging or risk 
reduction 
policies, and 
strategies and 
procedures for 
controlling the 
ongoing 
effectiveness of 
hedging and risk 
reduction tools 

1. Credit risk hedging or risk reduction policies:  
(1) Review the credit risk hedging plan and execution of the centralized risk or higher risk 

businesses.  
(2) Plan to amend the Bank's regulations of risk reduction and controlling system to follow 

the risk reduction regulations in the Basel II.  
2.  Strategies and procedures for controlling effectiveness of hedging and risk reduction: 

Establish the collateral management system in accordance with Basel II risk reduction 
regulations, and ensure the ongoing effective mess of risk reduction of collaterals through 
periodical revaluation of collaterals, loan-to-value ratio alert, analysis of centralization and 
stress testing. 

5. Approach for 
regulatory capital 
charge 

Standardized Approach. 

 
B. Exposure and accrued capital charge upon risk reduction under credit risk 

standardized approach 
Unit: NT$1,000 December 31, 2011 

Type of Risk Exposure Risk Exposure after Risk Mitigation Capital Charge 

Sovereigns 101,820,671 969
Non Central –Government Public 
Sector Entities 417,662 6,683

Banks (Multilateral Development 
Banks included) 25,722,892 869,003

Cooperates(Securities firms and 
insurance companies included) 231,933,401 16,662,090

Retailed credit 68,981,618 4,780,916
Residential Property 93,982,884 3,883,636
Equity-securities investment 4,892 1,565
Other assets 9,289,273 376,443
Total 532,153,293 26,581,305
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(2) Information of Asset Securitization Management:  

A. Asset Securitization Management System in 2011 

Item Contents 

1. The strategies and procedure of asset 
securitization risk management 

The procedure of securitized product investment: Before the business 
division invests in any securitized product, investment analysis must be 
conducted on product security, liquidity and profitability and such 
investment must be approved by the authorized levels according to the 
investment objectives. 
 

2. The organization and structure of asset 
securitization management 

1.  In terms of asset securitization, at present, we engage only in securities 
investments and booked in banking book. We are not the originating 
bank. 

2.  The investment of asset securitization in banking book, the Asset and 
Liability Management Committee is the top management, the Treasury 
Department is the business execution unit, the Risk Management 
Department is the risk monitoring and control unit, and the Financial 
Trading Supporting Department is the operation settlement unit of this 
bank. 

 
3. Scope and characteristics of asset 

securitization risk report and 
measurement systems 

1.  The Asset and Liability Management Committee discloses every 
month the positions of investment in asset securitization. When the loss 
on valuation exceeds the specific proportion of cost, the business 
execution unit should make real-time reviews and propose 
corresponding solutions, and report the solutions to the Asset and 
Liability Management Committee for reference. 

2.  Asset securitization products with a quotation on the public market 
should be evaluated according to such quotation every day. If there is 
no quotation on the public market, products should be evaluated 
according to the quotation of the counterparty. 

 
4. The hedge of asset securitization or risk 

reduction policies, and strategies and 
procedures for controlling the on-going 
effectiveness of hedging and risk 
reduction tools 

When there is a larger risk exposure risk, assessments will be conducted to 
reduce risk exposure; or the approved risk reduction methods will be 
implemented to reduce risk to a controllable range. 

5. Approach for regulatory capital charge Standardized Approach. 

 
B. Engagement in Asset Securitization: 

  No information is to be disclosed, for the Bank has never been the originator for 
asset securitization. 
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C. Risk exposure and accrual capital charge for asset securitization : 
 Unit: NT$1,000 December 31, 2011 

Non- Originating bank Originating bank 

Exposure 

Non-asset backed commercial paper 

Traditional Portfolio 

Type 
Purchase or 

Possession of 
Securitization 
Risk Exposure 

Capital 
Charge  

Retained 
position

Unrestrained
position 

Retained 
position

Unrestrained 
position 

Asset backed 
commercial 

paper 

Capital Charge 
before 

securitization

Real Estate Asset 
Trust 91,181 3,647

Collateralized 
Debt Obligation 0 0

Other 0 0

Total 91,181 3,647

 

 
D. Information of investment in asset securitization products :  

Unit: NT$1,000 December 31, 2011 

Item 
Listed 

Accounting 
Codes 

Original 
cost 

Accumulated 
value income Accumulated 

impairment 
Book 
Value

Other securitized products Held-to-maturity 0 0 0 0

Notes issued at Structured Investment 
Vehicle (SIV) 

At fair value 
through income 

statement 
0 0 0 0

Assets Backed Securities Consumer Loan 
Obligations, ties asset-backed securities 
(ABS): including Collateralized Loan 
Obligations (CLO), Collateralized Bond 
Obligations (CBO), Credit Card 
Receivables Obligations, Auto Loan 
Obligations, Consumer Loan Obligations, 
Lease Receivables Obligations and other 
securitization securities or assets backed 
securities 

Available- 
for-Sale 0 0 0 0

Real-estate Investment Trust Security: 
Refers to Real Estate Asset Trust (REAT) 

Available- 
for-Sale 90,236 126 0 90,362

 
(3) Information of Operational Risk Management:   

A. Operational Risk Management System in 2011 

Item Contents 
1  The strategies and 

procedure of  
operational risk 
management 

1. Formed a risk-oriented operation model and straightened business development to achieve 
its operation goals and maximize shareholder value. The Bank developed risk management 
policies, operational risk management principles, defined the scope and duties of operational 
risk management, and executed risk identification, risk evaluation and reporting processes 
including operational risk assessment and process analysis. 

2. In response to existing or potential operational risks, all divisions in the Bank take effective 
improvement practices and persistently tract the according implementation. Before the 
undertaking or during the planning of new services, all related operational risks must be 
identified and the controls of the process marked. The Bank additionally constructed 
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B. Accrued Capital Charge of Operational Risk :  

                                                                  Unit: NT$1,000 December 31, 2011 
Year Gross Income Capital Charge  
2009 6,336,800 

2010 6,210,252 

2011 7,339,930 

 

Total 19,886,982 939,585 

contingency plans and conducted necessary simulation to assure incessant operation amid 
possible severe accidents. 

2  The organization 
and structure of 
operational risk 
management 

1. Board of Directors:  
The supreme authority in the Bank, in charge of approving risk management policies and 
according principles and monitoring execution of all systems in order to achieve the 
comprehensive goals. 

2. Senior managers: 
The New Product Review Committee and Risk Management Committee are established 
under the President. The Risk Management Committee supervises the implementation and 
promotion of risk management and reviews risk management reports of individual units, in 
order to ensure the effectiveness of the bank’s risk management. 

3. Risk Management Department: 
(1) Develop the operational risk management guidelines and related policies of the Bank. 
(2) Supervise the Bank’s major operational risks and loss exposure. 
(3) Coordinate operational risk management with all divisions and branches.  

4. All departments in Head Office, supervising divisions and branches :  
According to operational risk management regulations, all departments and supervising 
divisions developed according business regulations as standards for execution of all business 
divisions. 

5. Internal Audit: 
An independent internal audit unit reporting to the Board of Directors reviews the 
performance of this bank’s risk management system at planned intervals, discloses the 
related information in the audit report, and ensures that appropriate improvement actions 
have been taken by related units. 

3  Scope and 
characteristics of 
operational risk 
report and 
measurement 
systems 

We identify measure and monitor operational risk with various risk management instruments, 
such as operational risk loss data collection, operational risk and control self-assessment, and 
operational risk indicators. All divisions in the Bank conduct online risk event reporting and self 
assessment through the operation risk report system and the self-assessment system. Risk 
Management Dept. conducts operation process examination, compiled analysis and improvement 
practice tracking with the trend of risk indicator changes, internal and external losses, and the 
self- assessment of all divisions on control. The result of risk identification, measurement and 
monitoring are periodically reported to the executives.  

4  Operational risk 
hedging or risk 
reduction policies, 
and strategies 
procedures for 
controlling the 
continuously 
effectiveness of 
hedging and risk 
reduction tools 

The Bank developed regulations on operation risk hedging or risk mitigation. The Bank responds 
to loss amount and the frequency of operation risks with according risk mitigation strategies, 
such as strengthening personnel training, improving operation processes, solidifying system 
control, and transferring risk through insurance or operation outsourcing. Periodical risk 
evaluation, benefit or claim capability should be conducted on outsourcing activities and 
insurance companies to safeguard the effectiveness of risk mitigation vehicle. 

5  Approach for 
regulatory capital 
charge 

Standardized Approach. 
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(4) Information of Market Risk Management:   
A. Market Risk Management System in 2011 :  

Item Content 

1. Market risk 
management strategies 
and processes 

1. In order to establish the fair risk management system and well found the development 
of business to boost the proper risk management-oriented business model and achieve 
the operational objectives and increase shareholders’ value, the Bank’s Board of 
Directors approves the risk management policies to fulfill the well-founded risk 
management system and create stable and high-quality profitability for shareholders.  

2. Based on the existing risk management policies and guidelines, fulfill the quantification 
of market risk step by step and establish the management and appraisal mechanism for 
value at risk and optimal allocation of capital.  

3. Scope of business and underwritten products: enact the market risk management 
guidelines, define the scope of market risk management; the scope of businesses may 
include transactions in foreign exchange market, money market and capital market, and 
transactions of financial derivatives.  

4. Define the risk management procedure and application methods (e.g. sensitivity 
analysis, value at risk calculation, scenario simulation and stress testing, etc.); require 
the relevant entities to set the limits of the various financial product transactions, e.g. 
the limit of position, stop-loss limit, and also the approving authority and guidelines to 
process the excess in the limit. In order to enhance the transparency of the information 
about market risk, the risk management entities shall inspect and submit the risk 
management report on a daily basis, and shall continue supervising and following up on 
extraordinary circumstances in the transactions, if any. 

2. Market risk 
management 
organization and 
structure 

1. Board of Directors:  
(1) The Board of Directors is the Bank’s supreme policy-making entity of risk 

management, responsible for authorizing the Bank’s risk management policies 
and guidelines and supervising fulfillment of the various systems to achieve the 
Bank’s entire market risk management objectives. 

(2) Establish Audit Committee to review the risk-related motions before proposing 
them to the Board of Directors and communicate with the risk implementation 
entities. 

2. Senior management:  
Asset & Liability Management Committee and Risk Management Committee are 
subordinated to the president.  

(1) Develop the Bank’s market risk management guidelines and rules according to 
the market risk management policies approved by Board of Directors, and ensure 
that the Bank has the express functions and operations for market risk 
management, effective market risk management procedure and proper market 
risk management system.  

(2) Authorize competent employees to execute the market risk management 
operation and ensure that they have the ability and expertise affordable to execute 
the market risk management business and comply with the relevant policies and 
procedures. 

3. Risk Management Dept:  
(1) Responsible for researching and drafting or amending the Bank’s risk 

management policies and market risk guidelines to be proposed to Board of 
Directors for approval.  

(2) Work with proprietary trading entities to research and draft or amend the various 
financial products business control rules, and propose them to the president for 
approval.  

(3) Plan and establish the Bank’s structure of identifying, measuring and controlling 
market risk, execute the limit management report and inspection to alert excess in 
limit, in order to ensure that the various financial products businesses may strictly 
comply with the Bank’s risk management policies and regulations. 

4. Business Unit:  
In charge of securities and financial derivatives trading, and cross-Bank capital 
management, as well as executing transactions within limit according to the Bank’s 
risk-control standard. 
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Item Content 

5. Internal Audit: 
An independent internal audit unit reporting to the Board of Directors reviews the 
Market of this bank’s risk management system at planned intervals, discloses the 
related information in the audit report, and ensures that appropriate improvement 
actions have been taken by related units. 

3. Scope and 
characteristics of 
market risk report and 
measurement systems 

1. To provide the market risk daily management reports to disclose the positions, value at 
risk, profit and loss of the various financial products. 

2. The Bank measures and supervises market risks according to related risk management 
guidelines and employs the VaR model for quantitative integrated management of market 
risks. Through daily presentation of the market risk report and position analysis, the Bank 
is full aware of any changes in risks.  

4. The hedge of market 
risk or risk reduction 
policies, and strategies 
and procedures for 
controlling the on-going 
effectiveness of 
hedging and risk 
reduction tools 

When the market risk exposure is getting higher, the Bank will take some approaches such 
as risk exposure deduction or approved hedge to lower the market risk to the controllable 
level. 

5. Approach for regulatory 
capital charge. Standardized Approach. 

 
B. Accrued Capital Charge of Market Risk : 

                                                                  Unit: NT$1,000 December 31, 2011 
Type of Risk Accrued capital charge 

Interest rate risk 363,461 
Equity securities risk 121,257 
Foreign exchange risk 86,543 
Commodity risk 0 
Total 571,261 

 
C. Value at Risk for Trading Position ( 99%, one day, unit: NT$1,000) : 

2011 Item 
December 31, 2011 Average VaR  Minimum VaR  Maximum VaR  

Interest rate 2,384 4,063 1,916 10,051 
Equity securities 533 8,560 494 19,914 
Foreign exchange 1,630 5,813 557 20,971 
Commodity     
Subtotal 4,546 18,436   
Diversified effect 19.73% 32.46%   
Total value at risk 3,649 12,451 2,827 33,457 
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(5) Information of Liquidity Risk Management:   
A. Structure analysis of time to maturity (NT$)         Unit: NT$1,000 December 31, 2011 

 Total 1-30 days 31-90days 91-180 days 181-365days Over 365days
Primary funds 
inflow upon 

maturity 
461,073,207 105,426,416 41,370,889 35,117,654 45,791,557 233,366,691

Primary funds 
outflow upon 

maturity  
454,267,866 41,522,117 63,130,197 67,518,651 104,988,574 177,108,327

Gap 6,805,341 63,904,299 (21,759,308) (32,400,997) (59,197,017) 56,258,364

Note: This table only contains the NT$ amount of Head Office and foreign/domestic branches.  
(Exclusive of foreign currencies). 
 

B. Structure analysis of time to maturity (US$)      Unit: thousand US$ December 31, 2011 

 Total 1-30 days 31-90days 91-180 days 181-365days Over 365days

Primary funds 
inflow upon 

maturity 
1,420,395 434,469 349,114 178,746 26,289 431,777

Primary funds 
inflow upon 

maturity  
1,561,176 945,679 1,83,957 232,412 189,298 9,830

Gap (140,781) (511,210) 165,157 (53,666) (163,009) 421,947

 
C. The Bank’s Asset-Liability Management, Liquidity Risks, Banking Book Interest 

Rate Risk Management and Funding Gap Management: 
        The Bank’s asset-liability management plan aims to fully utilize the asset-liability 

gap and strive for the maximum profit for the Bank under controllable risks. Security, 
liquidity and profitability are adopted as principles for banking book current asset 
arrangement. 

Since the “Asset-Liability Management System” (ALM) was established in 
August 2008, the Bank has been systematically supervising the liquidity of asset inside 
and outside the balance sheet, liability and owner’s equity periodically, including 
deposit, loans and investment, and the future tendency of interest rates. In addition to 
following the related regulations of the competent authorities, the Treasury Department 
adjusts every day the allocation of current assets at the appropriate time according to 
the deposit and loan gaps and the capital demand and supply status on the market. 
Furthermore, the Asset and Liability Management Committee observes and analyses 
the liquidation of major assets and liabilities and the changes in interest rate sensitivity, 
sets various indicators and alert points, and performs scenario simulation and stress 
tests every month, in order to take advance control of asset/liability liquidation or 
interest rate changes. 

We adopt the fund transfer pricing (FTP) system to centralize the control of risk of 
deposit and loan interest rates at the Treasury Department. We also establish individual 
FTP interest rates according to the currency, undertaking period, and interest rate 
characteristics of assets and liabilities; and adjust these rates according to the 
deposit-to-loan ratio and the status of market funding liquidity and business promotion.  
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 (6) Effect of changes in foreign/domestic important policies and regulations on the 
Bank’s financial business, and responsive action thereof  
A. Promulgation of the Financial Consumer Protection Act and Its Bylaws - 

The Financial Consumer Protection Act was promulgated on 29 June, 2011. It 
was approved to be implemented on 30 December, 2011 by the Executive Yuan. The 
FSC announced six regulatory orders on 12 December, 2011. The Act provides a 
legal basis for establishing an ombudsman body for settling financial consumer 
disputes. The Act has also specifies that when advertizing, soliciting business, 
launching promotional events, financial service institutions should not make 
overly-optimistic, deceitful, obscure or false information to mislead the public. 
Before providing products or services, financial service institutions should fully 
understand the information pertaining to consumers to ensure the suitability of 
products and services. Financial service institutions should also fully inform 
consumers of the important contents and associated risks. Therefore, we have revised 
and updated the relevant internal codes and contracts, in order to protect the rights 
and benefits of consumers. 

B. Amendment of Article 12-1 and establishment of Article 12-2 of The Banking 
Act of the Republic of China - 

Article 12-1 and Article 12-2 of the Banking Act have been promulgated on 
November 9, 2011 provided that the restrictions governing the request of (joint and 
several) guarantor(s) for self-use residence loan or consumer loan became stricter. In 
this new version, the validity of the guaranty period is even specified. We have 
already amended the related contracts and operating procedures to comply with the 
mandatory requirements. 

C. Announcement of Regulations of Credit Card Penalty Charges -  
On February 9, 2011 the Financial Supervisory Commission of the Executive 

Yuan announced the Regulations of Credit Card Penalty Charges. In these 
regulations, the charging methods, the installments and maximum amount of credit 
card penalty have been specified thereof. We have already amended the related terms 
of the credit card contracts and the related operating procedures, in order to comply 
with the regulatory requirements. 

D. Announcement of the Regulations for the Provision of Card Payment by 
Installment Service by Credit Card Issuing Banks -  

On August 11, 2011 the Financial Supervisory Commission of the Executive 
Yuan announced the Regulations for the Provision of Card Payment by Installment 
Service by Credit Card Issuing Banks. In these regulations, the types of payment by 
installment service; the calculation and charging of the commission, service fee, and 
interest; the handling of advance clearance or overdue payments; and the disclosure 
of important information are specified. We have already amended the related 
contract terms for the credit card in compliance with the regulatory requirements. 
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E. Amendment of the Specimen of Standard Contract for the ATM Card 
Affiliated to Current (Savings) Deposit Accounts; establishment of the 
Mandatory Items for the Standard Contract for the ATM Card Affiliated to 
Current (Savings) Deposit Accounts, and announcement of the Prohibitive 
Particulars to be indicated upon the Standard Contract for the ATM Card 
Affiliated to Current (Savings) Deposit Accounts - 

On Octobe r 24, 2011 the Financial Supervisory Commission of the Executive 
Yuan announced the Specimen of Standard Contract for the ATM Card Affiliated to 
Current (Savings) Deposit Accounts; the Mandatory Items for the Standard Contract 
for the ATM Card Affiliated to Current (Savings) Deposit Accounts, and the 
Prohibitive Particulars to be indicated upon the Standard Contract for the ATM Card 
Affiliated to Current (Savings) Deposit Accounts. We have adjusted and revised the 
ATM Card Contract accordingly. 

F. Announcement of the Requirements of Establishing Product Suitability Rules 
for Non-Professional Investors of Trusts -  

On November 17,2011 the Trust Association of the ROC announced the 
Requirements of Establishing Product Suitability Rules for Non-Professional 
Investors of Trusts in accordance with Paragraph 5, Article 22 of the Regulations 
Governing the Scope of Business, Restrictions on Transfer of Beneficiary Rights, 
Risk Disclosure, Marketing, and Conclusion of Contract by Trust Enterprises. We 
have amended and updated the operating specifications for investment risk scale 
grading and product suitability assessments, in order to comply with the regulatory 
requirements.  

(7) The effect of changes in the Bank’s image on the Bank’s financial business , and 
responsive action thereof: 

The Bank always conform to our philosophy “Sincerity, Stability, Service, Innovation 
and Attentiveness” and to the obedience with regulations and competent authority’s 
requirements to supply clients with more diverse, more complete and more comprehensive 
professional financial services and strive toward its ultimate goal-“provide ideal services to 
clients, create the most interest for shareholders and supply the feedback to the society 
wholeheartedly.” 

(8) The expected effect, risks and responsive actions of M&A and expansion :  
On November 5, 2009 the Bank obtained approval from the Board of Director (on 

behalf of shareholders’ meeting) and won an auction and acquired 18 branches of Chin-Fon 
Bank with payout of NT$ 19.3 billion to Resolution Trust Corporation (Funds). February 
29, 2012 have already started practice 15, rest 3 branches will be opened upon the 
completion of relocation to Metro Taipei.  

This merger signifies the Bank’s successful acquisition of domestic branches after the 
Bank succeed to merge with Tainan 6th Credit Cooperative. Upon the completion of 
merger in April 2010, the Bank’s service locations will hike from 70 to 88 branches. In 
addition to expanding the service locations, the Bank also strengthens the flexibility of its 
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channel strategies, follows the Financial Holding’s comprehensive strategies and moves its 
operation north to significantly raise the Bank’s operating value in Metro Taipei and further 
achieve its goal in expanding its operation, increasing its service locations and maximize 
its competence. 

Please refer to “Acquisitions or Assignment of Other Financial Institutes:” in III. 
Fundraising (Page 44) for the details of such merger.  

(9) Risks and Reponses for Service Centralization.  
A. Group Centralization Risk:  

The Bank developed regulations and set the limits for trading groups and 
companies. These limits are adjusted timely to avoid over-centralized risks and 
decentralize credit risks of services the Bank undertakes.  

B. Industry Centralization Risk:  
The Bank developed regulations and set the industry limits on different transacting 

industries. These limits are adjusted timely to avoid over-centralized credit risks and 
decentralize credit risks of services the Bank undertakes.  

C. Country Centralization Risk: 
The Bank developed regulations and set the country limits on different transacting 

risky countries. These limits are adjusted timely to avoid over-centralized credit risks 
and decentralize credit risks of services the Bank undertakes.  

(10) The effect, risks and responsive actions of changes in the management rights: 

The Bank is a subsidiary 100% held by Yuanta Financial Holdings. Management 
rights did not change. 

(11) Litigation and Non-Litigation: 

There’s no significant litigation.  

(12) Information of Crisis Management 

In order to perfect the Bank’s crisis prevention and response mechanism, the Bank 
has defined the “Crisis Management Policies” and “Procedures and Crisis Management 
Response Manual”, so that supervisors of related units may report the emergency via the 
various channels and research and draft responsive practices in the case of any risk or 
likelihood of risk, so as to restore the operation of the Bank’s businesses expeditiously 
and effectively to minimize the damage. Meanwhile, the Bank has defined the SOP for 
the various emergencies (e.g. fire, robbery, or mass protest); periodically conduct safety 
drill run for rapid and effective response to emergency. 
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V.   Special Notes 

1. Information of Affiliates 
(1) Organization Chart                                      Base Date: February 29, 2012 

                                  

   
 
 

Corporate Date of 
Establishment Address  

Paid-in 
Capital 

(NT$1,000) 
Scope of Business 

Yuanta Property 
Insurance Agent Ltd. October 02,1999 7F, No.66, Sec.1, Dunhua S. 

Rd., Taipei City 3,600 Property Insurance 
Agent 

Yuanta Life Insurance 
Agent Co., Ltd. 

November 
20,2001 

7F, No.66, Sec.1, Dunhua S. 
Rd., Taipei City 3,000 Life Insurance Agent 

 
(2) Directors, Supervisors and Managers                         Base Date: February 29, 2012 

Corporate Position Name of Individual  
or Representative(s) Shareholdings 

Yuanta Property Insurance 
Agent Ltd. 

Chairman 
  

President 

Yuanta Commercial Bank Statutory 
Representatives: Chia-Lin Chi  
Yi-Tsung Lian 

( a limited company) 
 

100.00% 

Yuanta Life Insurance 
Agent Co., Ltd. 

Chairman 
 

Director 
 
 

Supervisor 
 

President 

Yuanta Commercial Bank Statutory 
Representatives: Chia-Lin Chi 
Yuanta Commercial Bank Statutory 
Representatives: Kang Wonglee, 
Hung-Lin Wu    
Yuanta Commercial Bank Statutory 
Representatives: Ji-Sheng Wang 
Yi-Tsung Lian  

300,000 shares 
 

100.00% 

 
(3) Business Overview                             Unit:NT$1,000 Base Date: December 31, 2011 

Corporate Capital Total 
Assets 

Total 
Liabilities

Book 
Value 

Operatin
g 

Revenue

Operating 
Income 

Income 
(after 
tax) 

EPS (NT$)
(after tax)

Yuanta Property 
Insurance Agent Ltd. 3,600 10,142 2,174 7,968 13,729 2,693 2,425 6.74

Yuanta Life 
Insurance Agent Co., 
Ltd. 

3,000 74,655 40,849 33,806 335,855 23,828 19,793 65.98

Yuanta Commercial Bank

Yuanta Life Insurance Agent 
 

(100% Shareholding)

Yuanta Property Insurance Agent 
 

(100% Shareholding) 
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Milestones of Yuanta Commercial Bank in 2011 

“Sinjhuang Branch” was relocated. 

Launched “Dreams Come True” E-Banking Fund Competition. 

Launched the promotional events for the “Easy Dreams” periodic (variable) 
payment plan. 

Launched “Grasp the Web: Celebration of ROC Centenary” to promote the 
e-banking service. 

January 

Launched the third “Lively Baby Financial Camp” (Northern, Central Districts).  

February Mobile banking went live (iPhone and Android platforms) 

March  Launched the Mobile Group HIGH NT$ current savings account project: Phase I. 

Originally Taoyuan Branch of Chin-Fon Bank was relocated and renamed “Puqian 
Branch”.  

Won “excellent group work” in the 1st National Wealth Management Competition.April 

Organized the Investment Explained keynote talk for wealth management  
(2 sessions across Taiwan). 

Re-opened the Foreign Currency Product Options business. 

Originally Beitaoyuan Branch of Chin-Fon Bank was relocated and renamed 
“Gongguan Branch”.  

Organized the Investment Explained keynote talk for wealth management  
(6 sessions across Taiwan). 

May  

Launched the “Stock-Secured Loan” for customers to raise loans secured by their 
stocks to make further investments. 

June  Launched the Mobile Group HIGH NT$ current savings account project: Phase II. 

Launched the Foreign Currency Time Deposit Markup project. 

Launched the Fourth “Lively Baby Financial Camp”. 
July  

Originally Chungli Branch of Chin-Fon Bank was relocated and renamed “Sindian 
Jhongjheng Branch”.  

August  “Yonghe Branch” was relocated. 

September  Yanji Branch was relocated and renamed “Guanqian Branch”. 

October  Established “Financial Planning Product Department”. 
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Launched “Gold Passbook Business”. 

Originally Taichung Branch of Chin-Fon Bank was relocated and renamed 
“Heping Branch”.  

The 16th Co-organized painting & article solicitation of “Our Sweet Home” for 
Wan Ja Shan. 

Passed the ISO 27001:2005 Information Security Management System 
accreditation. 

The corporate e-banking won the “Progress Award” in the Financial XML 
Promotion Competition organized by the Bankers’ Association of the Republic of 
China. 

December 

Won the following prizes from the 4th Best Brands Awards organized by Business 
Today, including 4th prize in Internet Banking Brands and 6th prize in Physical 
Bank Brands.  
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Branches and Overseas Offices 

Base Date: March.15, 2012 

Name Tel Fax Address 

Business 
Department (02) 2173-6680 (02) 2772-1909 No.66 , Sec. 1, Dunhua S. Rd., Taipei City 105, Taiwan 

Taipei Branch (02) 2705-7888 (02) 2755-3751 No.38, Sec. 2, Dunhua S. Rd. , Taipei City 106, Taiwan 

Chingmei Branch (02) 8663-6766 (02) 8663-3139 No.3, Jingwun St. , Taipei City 116, Taiwan 

Nanjing East 
Road Branch (02) 2545-8777 (02) 2545-8118 No.219, Sec. 3, Nanjing E. Rd., Taipei City 104, Taiwan 

Shihlin Branch (02) 2837-6638 (02) 2835-5886 No.314, Jhongjheng Rd. , Taipei City 111, Taiwan 

Guting Branch  (02) 2365-4567 (02) 2368-5959 No.37, Sec. 3, Roosevelt Rd., Da’an Dist., Taipei City 106, 
Taiwan 

Neihu Branch (02) 8751-8759 (02) 8751-9858 No.618, Rueiguang Rd. , Taipei City 114, Taiwan 

Sinyi Branch (02) 2703-2569 (02) 2701-2259 No.236-1, Sec. 4, Sinyi Rd., Taipei City 106, Taiwan 

Songjiang Branch (02) 2516-8608 (02) 2516-1078 No.109, Songjiang Rd., Taipei City 104, Taiwan 

Tianmu Branch (02) 2871-2558 (02) 2871-1117 No.14, Tianmu W. Rd. Taipei City 111, Taiwan 

Minsheng Branch (02) 8712-9666 (02) 8712-7077 No.52-1, Sec. 4, Minsheng E. R d., Taipei City 105, 
Taiwan 

Jhongshanbeilu 
Branch (02) 2521-7888 (02) 2521-0678 No.135 Sec. 2, Jhongshan N. Rd., Jhongshan D istrict, 

Taipei City 104, Taiwan 

Jhongsiao Branch (02) 8786-7778 (02) 8786-7758 No.238, Sec. 5, Jhongsiao E. Rd., Sinyi District, Taipei 
City 110, Taiwan 

Chengde Branch (02) 2592-0000 (02) 2592-1209 No.210, Sec. 3, Chengde Rd., Datong District, Taipei City 
103, Taiwan 

Chengjhong 
Branch (02) 2382-2888 (02) 2381-8399 No.42, Hengyang Rd., Jhongjheng District, Taipei City 

100, Taiwan 

Guanqian Branch  (02) 2388-3938 (02) 2388-3218 No.15, Sec. 1, Chongqing S. Rd., Zhongzheng Dist., Taipei 
City 100, Taiwan  

Datong Branch (02) 2558-5869 (02) 2554-8830 No.66, Nanjing W. Rd., Datong Dist., Taipei City 103, 
Taiwan 

Songshan Branch  (02) 8785-7618 (02) 8785-9711 No.675, Sec. 5, Zhongxiao E. Rd., Xinyi Dist., Taipei City 
110, Taiwan 

Daan Branch  (02) 2395-8199 (02) 2395-6619 No.148-1, Sec. 1, Xinsheng S. Rd., Zhongzheng Dist., 
Taipei City 100, Taiwan  

Yanping Branch (02) 2558-9222 (02) 2558-1700 No.57, Sec. 2, Yanping N. Rd., Datong Dist., Taipei City 
103, Taiwan  

Wende Branch  (02) 2797-7988 (02) 2797-0858 No.68, Wende Rd., Neihu Dist., Taipei City 114, Taiwan  

Beitou Branch (02) 2898-2121 (02) 2897-9667 No.35, Sec. 2, Beitou Rd., Beitou Dist., Taipei City 112, 
Taiwan  
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Name Tel Fax Address 

Dunnan Branch (02) 2700-5818 (02) 2700-5278 No.271, Sec. 1, Dunhua S. Rd., Da’an Dist., Taipei City 
106, Taiwan  

Gongguan 
Branch (02) 2369-3955 (02) 2369-3983 No.275, Sec. 3, Roosevelt Rd., Da’an Dist., Taipei City 

106, Taiwan  

Heping Branch (02) 2368-8066 (02) 2368-6158 No.212, Sec. 1, Heping E. Rd., Da’an Dist., Taipei City 
106, Taiwan  

Sindian Branch (02) 2912-5799 (02) 2914-1255 No.252, Sec. 2, Beixin Rd., Xindian Dist., New Taipei City 
231, Taiwan 

Sindian Jhongjheng 
Branch (02) 2911-0058 (02) 2911-7858 No.225, Zhongzheng Rd., Xindian Dist., New Taipei City 

231, Taiwan  

Jinhe Branch (02) 8228-2656 (02) 8228-2339 No.419, Sec. 2, Zhongshan Rd., Zhonghe Dist., New 
Taipei City 235, Taiwan 

Yonghe Branch (02) 8231-1288 (02) 8231-1277 No.657, Zhongzheng Rd., Yonghe Dist., New Taipei City 
234, Taiwan  

Jhonghe Branch (02) 2245-6789 (02) 8245-7669 No.1 & No.3, Taihe St., Zhonghe Dist., New Taipei City 
235, Taiwan  

Sanchong Branch (02) 2983-2255 (02) 2988-5810 No.111, Sec.3, Chongsin Rd. , Sanchong City , New Taipei 
County 241, Taiwan 

Beisanchong 
Branch  (02) 2982-9192 (02) 2989-3060 No.195, Jhengyi N. Rd., Sanchong City, New Taipei 

County 241, Taiwan 
Shangsinjhuang 
Branch (02) 2990-0999 (02) 2993-3222 No.173, Siyuan Rd., Xinzhuang Dist., New Taipei City 

242, Taiwan 

Sinjhuang Branch (02) 2996-7999 (02) 8992-6321 No.246, Xintai Rd., Xinzhuang Dist., New Taipei City 
242, Taiwan 

Banciao Branch (02) 2953-6789 (02) 2953-3386 No.69, Sec. 1, Zhongshan Rd., Banqiao City, New Taipei 
County 220, Taiwan 

Puqian Branch (02) 8952-0788 (02) 8952-0828 No.125, Sec. 2, Zhongshan Rd., Banqiao Dist., New Taipei 
City 220, Taiwan  

Tucheng Branch (02) 2270-3030 (02) 2260-5151 No.255, Sec. 1, Jhongyang Rd., Tucheng City, New Taipei 
County 236, Taiwan 

Lujhou Branch (02) 2281-8958 (02) 2281-0266 No.10, Zhongshan 1st Rd., Luzhou Dist., New Taipei City 
247, Taiwan  

Nankan Branch (03) 312-9550 (03) 312-9551 No.309, Jhongjheng Rd. , Lujhu Township , Taoyuan 
County 338, Taiwan 

Chungli Branch (03) 426-6007 (03) 426-6017 No.7, Jhongyang E. Rd. , Jhongli City, Taoyuan County 
320, Taiwan 

Taoyuan Branch (03) 356-5000 (03) 356-5001 No.375, Sec. 1, Zhuangjing Rd., Taoyuan City, Taoyuan 
County 330, Taiwan   

Taosin Branch (03) 338-5518 (03) 338-5618 No.51-2, Fusing Rd., Taoyuan City, Taoyuan County 330, 
Taiwan 

Pingjhen Branch (03) 494-2690 (03) 494-3061 No.18, Huannan Rd. , Pingjhen City , Taoyuan County 
324, Taiwan 

Linkou Branch (03) 328-8999 (03) 328-8668 No.236 & No.238, Fusing 1st Rd., Gueishan Township , 
Taoyuan County 333, Taiwan 

Hsinchu Branch (03) 545-6688 (03) 545-6008 No.276, Minsheng Rd. , Hsinchu City 300, Taiwan 
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Jhubei Branch (03) 555-9199 (03) 555-7200 No.85, Guangming 6th Rd., Zhubei City, Hsinchu County 
302, Taiwan  

Hsinchu Science 
Park Branch (03) 666-7888 (03) 666-7688 No.267, Sec. 1, Guangfu Rd., East District, Hsinchu City 

300, Taiwan  

Datong Branch (03) 523-6600 (03) 525-7700 No.196, Linsen Rd., East Dist., Hsinchu City 300, Taiwan 

Luodong Branch (03) 956-8966 (03) 956-2333 No.38, Jhongjheng N. Rd., Luodong Township, Yilan 
County 265, Taiwan  

Kin men Branch (082) 322-566 (082) 373-102 No.188-1 Mincyuan Rd., Jincheng Township, Kinmen 
County 893, Taiwan  

Hualien Branch (03) 831-1708 (03) 832-1169 No.74, Jhongshan Rd., Hualien City, Hualien County 970, 
Taiwan 

Miaoli Branch (037) 336-678 (037) 336-718 No.460, Zhongzheng Rd., Miaoli City, Miaoli County 360, 
Taiwan 

Taichung Branch (04) 2227-1799 (04) 2220-7499 No.8, Sec. 2, Ziyou Rd., Central Dist., Taichung City 400, 
Taiwan  

Wunsin Branch (04) 2297-0068 (04) 2296-5966 No.337, Sec. 3, Wunsin Rd. , Situn District, Taichung City 
407, Taiwan  

Fusing Branch (04) 2261-6889 (04) 2262-1060 No.269, Sec. 1, Fusing Rd., South District, Taichung City 
402, Taiwan 

ChongDe Branch (04) 2232-9961 (04) 2233-1818 No.46, Sec. 2, Chongde Rd. , Beitun District, Taichung 
City 406, Taiwan 

ChungGang 
Branch (04) 2465-0889 (04) 2465-0989 No.102-10, Sec. 3, Taichung Port Rd., Situn District, 

Taichung City 407 

Shalu Branch (04) 2665-6656 (04) 2663-3852 No.535, Jhongshan Rd. , Shalu Township , Taichung 
County 433, Taiwan 

Fongyuan Branch (04) 2529-3366 (04) 2524-0028 No.23, Yuanhuan W. Rd. , Fongyuan City , Taichung 
County 420, Taiwan 

Dali Branch (04) 2492-2288 (04) 2493-2355 No.724, Tucheng Rd. , Dali City , Taichung County 412, 
Taiwan 

Dajia Branch (04) 2688-6088 (04) 2688-6366 No.833, Sec. 1, Jhongshan Rd. , Dajia Township , Taichung 
County 437, Taiwan 

Taiping Branch (04) 2270-2688 (04) 2273-6000 No.53, Zhongxing Rd., Taiping City, Taichung County 411, 
Taiwan 

Caotun Branch (049) 232-1661 (049) 232-1800 No.88, Zhongxing Rd., Caotun Township, Nantou County 
542, Taiwan  

Changhua Branch (04) 726-7001 (04) 726-6992 No.898, Sec. 2, Jhongshan Rd. , Changhua City , 
Changhua County 500, Taiwan 

Yuanlin Branch (04) 835-6403 (04) 835-2653 No.283, Sec. 2, Datong Rd. , Yuanlin Township , Changhua 
County 510, Taiwan 

Lugang Branch (04) 778-5799 (04) 777-9779 No.321, Jhongshan Rd. , Lugang Township , Changhua 
County 505, Taiwan 

Beidou Branch (04) 887-3881 (04) 887-3886 No.166, Guangfu Rd. , Beidou Township , Changhua 
County 521, Taiwan 

Doushin Branch (05) 535-1799 (05) 535-1313 No.29, Wunhua Rd. , Douliou City , Yunlin County 640, 
Taiwan 
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Huwei Branch (05) 633-9169 (05) 633-9423 No.1, Heping Rd. , Huwei Township , Yunlin County 632, 
Taiwan 

Dounan Branch (05) 597-1138 (05) 597-1139 No.67, Jhongshan Rd. , Dounan Township , Yunlin County 
630, Taiwan 

Chiayi Branch (05) 232-7469 (05) 232-6415 No.185, Jhongsing Rd. , Chiayi City 600, Taiwan 

Yongkang Branch (06) 312-6789 (06) 312-1228 No.511, Siaodong Rd. , Yongkang City , Tainan County 
710, Taiwan 

Jiali Branch (06) 721-4888 (06) 721-0249 No.278, Wunhua Rd. , Jiali Township , Tainan County 722, 
Taiwan 

Tainan Branch (06) 293-8688 (06) 293-8699 No.348, Yonghua Rd., West Central District, Tainan City 
700, Taiwan 

Fuchen Branch (06) 228-1281 (06) 222-2415 No.165, Sec. 1, Minsheng Rd., West Central District, 
Tainan City 700, Taiwan 

Fudong Branch (06) 268-7815 (06) 267-3371 No.348, Sec. 2, Dongmen Rd., East District, Tainan City 
701, Taiwan  

KaiYuan Branch (06) 238-3125 (06) 236-3661 No.461, Shengli Rd., North District, Tainan City 704, 
Taiwan 

Anhe Branch (06) 255-1236 (06) 256-9941 No.226, Sec. 1, Anhe Rd. , Annan District, Tainan City 
709, Taiwan 

Zuoying Branch (07) 581-0898 (07) 581-0798 No.158, Zuoying Avenue, Zuoying Dist., Kaohsiung City 
813, Taiwan  

Kaohsiung 
Branch (07)282-2101 (07)282-2160 No.143, Zhongzheng 4th Rd., Qianjin Dist., Kaohsiung 

City 801, Taiwan 

Boai Branch (07) 558-6088 (07) 558-3699 No.491, Mingcheng 2nd Rd. , Zuoying District, Kaohsiung 
City 813, Taiwan 

Fongshan Branch (07) 715-2700 (07) 715-8500 No.280, Wujia 2nd Rd. , Fongshan City , Kaohsiung 
County 830, Taiwan 

Sanmin Branch (07) 395-1588 (07) 395-3288 No.715, Jiangong Rd. , Sanmin District, Kaohsiung City 
807, Taiwan 8  

Pingtung Branch (08) 735-0426 (08) 737-0121 No.690, Guangdong Rd., Pingtung City, Pingtung County 
900, Taiwan 

Tungshin Branch (089) 324-351 (089) 324-734 No.427, Sec. 1, Jhonghua Rd. , Taitung City , Taitung 
County 950, Taiwan 

 
 
 
 
 
 
 
 
 
 
 
 
 

182



 

 

Overseas Office Tel Fax Address 

Hong Kong 
Representative Office 852-2810-9313 852-2810-9310 

RM 1206, 12F., FarEast Consortium Building, 
No.121 Des Voeux Road Central, Central, Hong 
Kong  

 
 

Affiliate Tel Fax Address 

Yuanta Property Insurance Agent 
Company (02) 2173-6879 (02) 2772-1995 7F, No.66, Sec. 1, Dunhua S. Rd., 

Songshan District, Taipei City 105, Taiwan
Yuanta Life Insurance Agent 
Company (02) 2173-6879 (02) 2772-1466 7F, No.66, Sec. 1, Dunhua S. Rd., 

Songshan District, Taipei City 105, Taiwan
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