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1. Results of Operation for 2011

(1)

(@)

(3)

Domestic and International Financial Environment

Domestic economy grew steadily in the first halR6fl1. However impacted by
Japan earthquake in March and lingering Europea@rsign-debt crisis, the pace of
economic expansion in the second half slowed doamdawide. The domestic
economy was therefore affected and the economipeobad been showing a
downward dynamic.

According to the data of the Directorate-GeneraBodiget, Accounting, and
Statistics, Executive Yuan, Taiwan’s economic gtovete slipped to only 4.04% in
2011, a significant drop of 6.78% from the 10.82%iaed in 2010. It had thus
indirectly reduced our general purchasing powenwaitithgness to invest. Through
the Central Bank’s continuous upward adjustmenéediscount rate during period
from June 2010 to July 2011, the interest rateagpne the Banking industry was able
to widen slightly and hence improve the banks’ allgrofitability.

Changes in Bank Organization

In response to the termination of marketing outsioigr for vehicle loan business, a
new Vehicle Loan Department was established onlAp£2011 to take charge of the
planning, promotion and management of vehicle lmasiness.

Business Plan, Results of Operations and Budgetufxa Status

In 2011, while the growth in domestic and interoa#il economies slackened and
even showed a downward slide, the Bank still acddew brilliant performance in its
various business activities. We attribute this sessdo all employees’ hard work and
proactive sales promotion efforts. The net prdfieratax for the Bank in 2011 is
1.827 billion NT dollars (NTD), showing a 29.51%ogith compared to that attained
in 2010. After tax EPS is 1 dollar; Return on As§&O0A) was 0.5%. Return on
Equity (ROE) was 8.69%; Non-performing loan (NPaderreduced significantly to
0.36%, Loan Loss Coverage Ratio increased subaligrith 280%; the Bank’s credit
rating outlook was revised upward from “Stable™Rwsitive” by Taiwan Ratings
Corporation on December 13, 2011.Overall, the statuhe Bank’s operation,
earning performance and asset quality are all ingatoMany financial indicators
even surpassed the annual industry average of mieskic banks as a whole.




(4) Revenue/Expenditure and Profitability
Total income for 2011 amounted to 7.307 billion NWBich consists of a net interest
income of 6.662 billion NTD and a net non-interestame of 0.645 billion NTD. It
represented a growth rate of 6% or an increased@6illion NTD when compared
to the 6.901 billion NTD of 2010. The total prdfiefore tax is 2.221 billion NTD
which was 89% of the annual target of 2.5 billiohDN representing an increase of
0.389 billion NTD or a 21.22% growth compared whibge of 2010.

2. Credit Rating

Rating Agency Date of Rating Results Prospect
Rating

Taiwan Ratings Dec. 13, 2011 Long-Term: | Short-Term: Positive

Corporation twA- twA-2

3. 2011 Business Plan
(2) Primary objective is to augment the Bank’s markeire in various businesses. The
development policies for main businesses are &ssi
1.

Deposit Business: Proactively attract deposit fgramding operation foundation
and providing sufficient working capital to increamarket share. Extensively
install ATMs outside of the Bank premises to enlsihe Bank’s brand image
through the extension of service channel.

Corporate Banking Business: In order to ensurenegsi profitability and risk
stability, the Bank will actively promote the indral and commercial loans and
give priority to self-liquidating loans, and utéZredit Guarantee Fund and
request high-quality collaterals to increase pitmado the Bank’s interests.
Consumer Banking Business: Residential mortgagargmiill be focusing on
genuine home buyers with tangible repayment abWiicle loan business is to
actively cooperate with good car dealer alliancetigring special loan projects
to stabilize the channel of used car loans.

Credit Card Business: Design Cards with servicesiwbater for different
consumption attributes and are competitive in tlagket and initiate various
promotion activities to stimulate credit card puases and increase income from
this field. Besides, actively develop large-scal@it stores to grab market share.
Wealth Management Business: To cope with changtgimvestment markets
and investor behavior, the Bank will strengtherpitamotion on defensive type of
products to lower the impact both on customer assietvorth and the Bank’s
income from wealth management business. The Balhb&/continuously
expanding the number of new customers as its pyimigjective.

(2) Channel Expansion:
1.

The Bank has currently 87 domestic branches. Wathrations base added after
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the merger of Union Bills Finance Corporation, thenber of domestic branches
will reach 90 in the near future. In response wittternationalization trend in the
market, the Bank has obtained approval from Firer&upervisory Commission

to set up a branch in Hong Kong to expand its lassroperations into overseas

market.

2. To provide customers with more convenient servittesBank has worked in
alliance with the well-known local supermarket “Hfe Convenience Store” by
installing the Bank’s ATM machines in supermarketiets. It is estimated that
the total number of ATMs to be installed for thigpase will reach 350 in 2012.
This shall enhance the Bank’s brand image and prence.

3) The Bank’s Projected Operating Targets for 2012

1. The year-end balance of deposit business is exgpoexigrow 11 percent to 360.2
billion NTD.

2. The year-end balance of loan business is exppéatgrow 9.17% to 213.6 billion
NTD

3. The foreign exchange business volume will rea807 billion US dollars.

4. Improvements of business performance indicatoctuding reduction of the NPL
(Non-performing loan) ratio to be lower than theustly’s average, increase of the
bad debt coverage ratio to more than 300% and miaildan coverage ratio to be
above 1% and finally, to maintain the BIS rati@bbve 12%.

4. External Factors and Future Development Strategs

Look into the prospect of 2012, it is expected thateconomy at domestic and
international markets will continue to be affecbgdthe financial problems in European
countries and the United States, and by the weagesgonomic growth momentum in
China, thus causing an impediment to economic droWowever, the government is
actively developing and adopting various measwdsbst economy. That should
stimulate private investments and help domestic @ogrto gain a moderate growth.

To meet with the challenges of different changebéfuture, the Bank’s main strategies
and targets will be: to enhance market share amddale of core profit-making business
(Such as: SME loan, consumer banking and wealtragenent), to actively strengthen all
business units’ channel efficiency and competitegs) to improve business performance
and build a well-rounded financial operating systerserve the customers.

We are very grateful to you for your long-term patge and strong support in the past. We
will endeavor to present a marvelous feat of pemtorce under the Bank’s operating
mottoes of “Enthusiasm, Soundness, Efficiency amwbvation” through improving the
quality of service and strengthening customer-baatitionships. Your continued support
and encouragement in the future would be much amies.

Yours sincerely,




FFEK

Chairman i@lg-Chang Lee

wed b b A% %

President eff Lin




1. Date of Establishment and History

Union Bank of Taiwan was the third private-ownedkogpproved by the government to be established
in the awakening of banking liberalization and gliation. The founders of the Bank shared a
common interest of running a perpetual businesgogether they set up the preparatory office on Mar
29, 1989 and business operation initiated on Jai9®2. The Bank was officially listed on the OTC

on Sep. 19, 1995 and the Taiwan Stock Exchangefatemn Jun. 29, 1998, and has now become a
widely acclaimed and recognized listed companyBdrk set up the Ho Chi Minh City
Representative Office in Vietham and Hong Kong Begmtative Office in Hong Kong on February 25,
1998 and August 24, 1999, respectively. To expasithéss channels and the scale of operations, the
Bank acquired Chung Shing Bank unconditionally axd 19, 2005.

. Merger, Acquisition, Reinvestment in Affiliated Enterprises and Corporate
Restructure During 2011 and Current Year Up to thePrinting Date of the
Annual Report

None

. Form of Organization

The Bank is a commercial bank limited by sharesnotia member of a financial holding
company.

. Major Change in or Transfer of Shareholding of Directors, Supervisors and
Persons Requiring to Register Such Change Pursuatat Article 25-3 of the
Banking Law and Changes in Management Rights and Mieods or Other
Significant Changes

Our shareholder composition only changed slightB010 There was no major transfer or change in
shareholding of directors, supervisors or persamgned to register such change pursuant to Article
25-3 of the Banking Law.
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(2) Responsibilities of each department
Audit Department

Responsible for performing internal audit, plannofginternal controls systems and
review of credit applications.

Business Planning & Administration Department
Responsible for the Bank’s organizational systemecetion of budgets, risk
management and deposit-taking and remittance asese

Corporate Loan Policy & Administration Department
Responsible for the promotion and management giocate banking businesses.

International Banking Department
Responsible for foreign exchange businesses andrigaration to establish and
management of overseas branches.

Consumer Banking Department
Responsible for the promotion and management aswooer banking businesses.

Consumer Credit Department
Responsible for the promotion and management cswtoer credit businesses.

Trust Department
Responsible for trust business, custodian banlkcartdication services.

Wealth Management Department
Responsible for the promotion of wealth managerbasinesses and administration of
wealth management personnel.

Securities Finance Department:
Responsible for entrusted trading, underwriting paithase of marketable securities.

Treasury Department
Responsible for the Bank’s fund appropriation asgets and liabilities management.

Default Loans Management Department
Responsible for collecting and managing the Bank&-performing loans and
provision of legal consultation services.

Real Estate Administration Department
Responsible for the appraisal of real estate @hdd and management of collateral
received for loans.

Product Development & Marketing Departnent
Responsible for the planning and promotion of e-@@mte businesses.

Information Technology Department
Responsible for the design, execution and maintenahthe Bank’s computer system.




Bills Finance Department

Responsible for pursuing and managing the billskaomtls business plans.

Risk Management Department
Responsible for managing the Bank’s credit riskatkat risks and operational risks.

Vehicle Loan Department
In charge of vehicle loan business’s planning, room and management.




2.

(1)

Chairman

Information on Directors, Supervisors, and Executie Officers
Directors and Supervisors

A. General Information

Shiang-Chang
Lee

2009.06.19

3Yrs

1991.12.1
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National Taiwan
University;
President of UBOT

Union Finance
International (HK)
Director -

None

None

Recordation Date: March 31, 201&hares Holding Recordation Date: April 24, 2012
Unit: Shares %

None

Independent
Managing
Director

Kao-Jing Wang

2009.06.19

3Yrs

2009.06.19

Master Degree,
University of North
Dakota;

SEVP, Bank of Taiwarn

None

None

None

Managing
Director

Zhen-Xong Jiang

2009.06.19

3Yrs

1991.12.1

€v0'L6S'Y

%861°0

G98°CTL'Y

%1vC0

National Defense
Medical School;
Commissioner of
International Rotary
Club

Managing Director of

Union Optronics Corp.

None

None

None

Independant
Director

Zen-Fa Lu

2009.06.19

3Yrs

2009.06.19

Judicial Training
Program, The Judges
and Prosecutors
Training Institute;
Prosecutor General of
Supreme Prosecutors
Office

Supervisor of Ever
Rich Duty Free Co.,
Ltd.

None

None

None

Director

Jin-Fu Liu

2009.06.19

3Yrs

1991.12.10

Taipei Technical
Academy;

Director of Li-Chang
Ceramics Co., Ltd.

Director of Li-Chang
Ceramics Co., Ltd.

None

None

None
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Director of
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“a ‘ég “8 § R Construction
i > a > Enterprise Co., Ltd.;
Chung-Li » Py Taipei Commercial  |Director of Chung-Li
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Director Representative: 2009.06.19 3vrs 1994.06.01 Director of Tien-ShengSupervisor of Union | None | Nore NS
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Director of
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upervisor

Si-Yong Lin

2009.06.19

3Yrs

1991.12.
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National Taiwan

Normal University
Director of Hong-Bung
Construction Enterprig
Co., Ltd.

Supervisor of Lung
Shan Lin Realestate
Management Corp.;
Director of Union
Optronics Corp.;
Chairman of Green
Island Hotel Co., Ltd.
Director of Sun-Che
Investment Co., Ltd.;
Director of Jen-Yo
Investment Co. Ltd.;
Director of Yeh-Shan
Construction Co.,
Ltd.; Director of
Chu-Pao Investment|
Co., Ltd.; Director of
©ai-Sheng Investmer
Co., Ltd.; Director of
Union Realestate
Management Corp.;
Director of Union
Dyeing and Finishing
Co., Ltd.; Supervisor
of Lung Shan Lin
Enterprise Co., Ltd.;
Director of
Hong-Bung
Construction
Enterprise Co., Ltd.;
Responsible Person p

—

=

Ren-Shun Café.

None

None

None
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B. Major Institutional Shareholders

Lin Chang Su-O, Hong-Yao Lin, Hong-Bang Lin, RongrSLin, & Jefi
Lin

Yu-Pang Co., Ltd.

Chung-Li Investment Co., Ltd. Sue-Feng Tsao, HoagdBLIn, Tsong-Yu Lee, & Si-Yong Lin

Union Enterprise Construction

Co.. Ltd Lin Chang Su-O, Hong-Yao Lin, Ya-Juan Lin, & Honguigy Lin

Pao-Hsing Investment Co., Ltd. Chiu-Tze Lin, Chdang Chang, Chiao-Yun Huang, & Hsiu-Ching
Lee

C. Professional Knowledge and Independence Informatiddirectors and Supervisors

Shiang-Chang Lee \ Vv Vv Vv Y Y Vv Vv -
Kao-Jing Wang \ \ \ \ \ \ Vv 2 Vv Vv 2 -
Zhen-Xong Jiang \ \ \ \ \ 2 \ Vv \ -
Zen-Fa Lu \Y, \Y \Y \Y \Y, \Y, \Y, \Y, \Y, \Y, \Y, \Y, -
Jin-Fu Liu \ \ \ \ Vv \Y; Vv Vv Vv Vv -
Yu-Quan Lee v v v v v v v v VRA &Y v -
Jeff Lin Vv v v v WV v i
Yao-Nan Lai v v v v v v v v Ve | v -
Sue-Feng Tsao \ \ \ \ \ \ \Y; Vv Vv \Y; Vv -
Jia-Yi Wang v v v v v v v v v 01| A v -
Zhen-Lu Lin v v v v v v v v v | v v -




Si-Yong Lin
Note 1: With over 5 years of work experience areftiilowing professional qualification
(1): Instructor, or higher up, of a publicgrivate junior college, college or university, Business, Law, Finance, Accounting or other depants as required by
corporate business.
(2): Judge, prosecutor, solicitor, Certifledblic Account or professionally qualified andheical person as required by the company.
(3): Experience in Business, Law, Finanaggdunting or as required by corporate business.
Note 2: Two years before the directors and supersiare elected or during the period they are endhs, if they meet the following criteria, pleaseke a ‘v " mark in the
space under the criteria codes.
(1): Not an employee of the Bank; nor an lxyge of its affiliated enterprises.
(2): Not a director or supervisor of the Bam its affiliated enterprises (Does not inclutle independent directors of the Bank or its patentpany or subsidiaries
in which the Bank holds more than 50% of the shares
(3): Not directly or indirectly own more 1ha% of the Bank’s outstanding shares; nor is drieeotop ten non-institutional shareholders of Bamk.
(4): Not a spouse or within second-degréation or fifth-degree immediate relation to anygmn specified in the preceding three criteria.
(5): Not a director, supervisor, or emplogéa legal entity which directly owns more than 6%he Bank’s issued shares; nor a director, stig@ror employee of
the top five legal entities which are owners of Bank’s issued shares.
(6): Not a director, supervisor, or managea company which has a business relationship thighBank; nor a shareholder who owns more tharob%uch a
company.
(7): Not an owner, partner, director, susy manager or spouse of any sole proprietomiessi partnership, company or institution which fprasided the Bank
and its affiliates with financial, business conisgt or legal services.
(8): Not a spouse or within second-degree relatiosther directors.
(9): Not a person under the circumstances spddifiérticle 30 of the R.O.C. Company Act.
(10): Not a government agency, juristic persoitorepresentative pursuant to Article 27 of th@ .. Company Act.
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Director and Supervisors’ Training Records

Corporate Governance Workshops
. (Company Material Information
2011.12.05 2011.12.05 Taiwan Acader_ny of Disclosure and Responsibilities ang Yes
Banking and Finance S .
Obligations of Directors and
iang- Supervisors)
Chairman Shiang-Chang
Lee
The Changes of Hong Kong’s Banks
Trust Association of |and Trust Business in the recent
2011.12.08 2011.12.08 R.O.C. twenty years and the Direction of g
Future Development
Corporate Governance Workshops
. (Company Material Information
Director Yu-Quan Lee(2011.12.05 2011.12.05 Eim(?: A:ﬁgiﬁégie Disclosure and Responsibilities and Yes
9 Obligations of Directors and
Supervisors)
Corporate Governance Workshops
) . (Company Material Information
Director Zhe!‘ Xong 2011.12.05 2011.12.05 Ta|we}n Acader_ny of Disclosure and Responsibilities and Yes
Jiang Banking and Finance S .
Obligations of Directors and
Supervisors)
Director Jin-Fu Liu | 2011.12.23 2011.12.23 Trust Association of |Practical Trust Business f_;md Legal vee
R.O.C. Development Trend Seminar

15




Taiwan Academy of

Corporate Governance Workshop
(Company Material Information

Director Zen-FalLu | 2011.12.05 2011.12.05 . . Disclosure and Responsibilities and Yes
Banking and Finance Obligations of Directors and
Supervisors)
Corporate Governance Workshops
. (Company Material Information
Director Kao-Jing Wangr011.12.05 2011.12.05 Taiwan Acader_ny of Disclosure and Responsibilities ang Yes
Banking and Finance S .
Obligations of Directors and
Supervisors)
Corporate Governance Workshops
Taiwan Academyv of (Company Material Information
2011.12.05 2011.12.05 . ny Disclosure and Responsibilities ang
Banking and Finance S .
) ) Obligations of Directors and
Trust Association of |Practical Trust Business and Legal
2011.12.23 2011.12.23 R.O.C. Development Trend Seminar
Director Yao-Nan Lai | 2011.11.24 2011.11.24 Ei%i?\;émk Taipei Corporate Governance Forum Yes
Corporate Governance Workshops
. (Company Material Information
Director Sue-Feng Tsa@011.12.05 2011.12.05 Taiwan Academy of Disclosure and Responsibilities ang Yes

Banking and Finance

Obligations of Directors and
Supervisors)
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Taiwan Academy of

Corporate Governance Workshops
(Company Material Information

Supervisor | Si-Yong Lin [2011.12.05 2011.12.05 . . Disclosure and Responsibilities and Yes
Banking and Finance Obligations of Directors and
Supervisors)
Corporate Governance Workshops
Taiwan Academyv of (Company Material Information
Supervisor | Jia-Yi Wang | 2011.12.05 2011.12.05 . ny Disclosure and Responsibilities ang Yes
Banking and Finance S :
Obligations of Directors and
Supervisors)
2011.11.24 2011.11.24  |T@wan Stock Taipei Corporate Governance Forum
" " Exchange
. . Taiwan Stock .
Supervisor | Zhen-Lu Lin (2011.11.24 2011.11.24 Taipei Corporate Governance Forum Yes
Exchange
2011.12.23 2011.12.23 Trust Association of |Practical Trust Business and Legal

R.O.C.

Development Trend Seminar
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Recordation Date: March 31, 20158hares Holding Recordation Date: April 24, 2012
Unit: Shares %

Supervisor of Union Recreatid

B o o
N N Master Degree, NationalEnterprise Corp.; Director of
. . IS o Taiwan The Liberty Times; Executive
President Jeff Lin 2006.08.02 - S : . . S =
g > University; Director of Union Dyeing and =2 e S
- SEVP of UBOT Finishing Co., LtdUnion Finance|
International (HK) Director
N e S < <o
byl o . . upervisor of Union Finance
SEVP Yin-Bor Char| 2006.07.0] @ | N g‘/rgk;r‘géggers'ty’ Leasing Nore bre Nere
o s (International) Co., Ltd.
= o © . [ 4 .
SEVP & GM of ] S Chinese Culture Director of Union Finance &
Risk Management Herman Tu | 2006.07.0 g O\g University; Leasing None None None
Dept. N © EVP of UBOT (International) Co., Ltd.
?:EVP & G'I\_A of © © © N Director of Union Information
orporate Loans B . akming College Technology Co., Ltd.
Policy & Admin. Cheng-Yu Liu| 2010.07.0% EVP of UBOT Union Finance International (HK) i g An
Dept. Director
o o o [|National Chiao Tung
University;
Chief Auditor Kuo-Pao Kang2010.11.01 VP & Branch Manager gf None None None

E. Taipei Branch of

UBOT
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o o o -
gz S National Cheng Chi
EVP Patrick Jean| 2010.10.23 & {g University None None None
° VP of UBOT
w o o Panchiao Senior High |-
2 =] School;
VP Peter Chien| 2006.06.26 N g VP & Branch Manager df None None None
© Hsinchung Branch of
UBOT
o o o Master Degree, TunghaiDirector of Lian-An Service
VP & GM of University; VP and Co. Ltd.
Business Planning Yanger Yang| 2006.06.22 Deputy GM of Business None None None
& Admin. Dept. Planning & Admin. Dept
of UBOT
o o ~ Supervisor of Union Insurance
VP & GM of Kuo-Shien '&1 Tamkang University; Broker Co., Ltd. & Union
Consumer Shia 2005.06.27 N Manager of Cathay Insurance Agent Co., Ltd. None None None
Banking Dept. United Bank
w o o Master Degree, Memphis
VP & GM of e S State University;
Consumer Credit| Joy Tang 2004.03.22 'E’ VP & Deputy GM of None None None
Dept. © Consumer Banking
Dept.
N o N Chung Yuan Christian |-
VP & GM of N | g | a University;
Trust Hann-Tsau Ts@i2006.06.22 & O\g N VP & GM of Business None None None
Dept. o ° Planning & Admin. Dept

of UBOT
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Master Degree, Canada

Director of Union Insurance

VP & GM of Royal Broker Co., Ltd. & Union
Wealth : University; Insurance Agent Co., Ltd.
Management Sophie Hsu | 2005.11.2 Executive VP of Businegs N L il
Dept. Development Dept. of
ING
o o Master degree_, Long |-
VP & GM of Vanager, Chenchin
Seectlrmes Finance Ray Cheng | 2010.08.2 Branch of Taiwan None None None
pt. Concord Securities Co.,
Ltd.
5| 8 '
. - o Feng Jia University
V.P & GM of Bills Yao-Hsien Le¢ 2010.08.14 ® S Manager of Union Bills None None None
Finance Dept. © L .
Finance Corp.
3 g National Taiwan ]
VP & GM of - ~ e) University;
Treasury Dept. Tarsicio Tong| 1998.09.01 f-g O\No VP & Deputy GM of IBD None None None
of UBOT
VP & GM of I © Soochow University
Default Loans Yan-Tsung Kap2009.04.01 E VP & Branch MalgHepi None None None
Management o Fucheng
Dept. Branch
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VP & GM of Real 5 © © Master Degree, Nation
Estate . N Cheng Chi University;
Administration Michael Lee | 2004.03.05 VP & Branch Manager af None None None
Dept. Hueilong Branch
w o o Director of Li-Yu Venture Co &
GM of Product ~ Tamkang University;  |Euroc Il Venture Capital. Corp.
Development Pauline Sheng2008.11.01f = VP & Branch Manager df None None None
&Marketing Dept Wenlin Mini Branch
IN o o Maters Degree, NationalDirector of Union Information
VP & GM of 2 =) Taiwan Technology Co., Ltd.
Information Luke Yang | 2006.07.0 § § University; None None None
Technology Dept ° Deputy GM of IT Dept.
of UBOT
o o o National Chung Hsing |-
VP & GM of University;
Human Resourcgs Michael Lin | 1999.12.01 VP & Deputy GM of None None None
Dept. Human Resources
Dept.
® o o Taiwan Institute of -
VP & GM of : o Technology;
General Affairs Russell YC 2003.10.01 J S';’o VP & Deputy GM of None None None
Chang = X i
Dept. General Affairs
Dept.
a °© o I Ch Ch .
o [ National Cheng Chi
VP & GM of Shu-Feng al N . .
Operation Centef Hsueh 2005.09.0§ © = University; None None None

AVP of Hsintien Branch
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Director of Union Insurance

=
. » Master Degree, NationalBroker Co., Ltd. & Union
Executlve . ) B Cheng Chi University; |Insurance Agent Co., Ltd.;
Director of Credit| Tiffany Yu | 2008.09.08§ & f Prod : . f Uni g None None None
Card Group VP & G_M of Product & Supervnspr of Union
Marketing Dept. Information Technology Co.,
Ltd.
o o Master degree, San JosgJnion Finance International
VP &GM of State University; (HK) Director
International . VP of International
Banking Connie Tseng 2010.09.01 Banking Dept. and OBU, None None None
Department Jih Sun Commercial
Bank
N o MBA University of -
VP & Branch of gz S Birmingham, UK;
OBU and Rep. of ® g AVP of OBU and
Hong Kong Lisa Lu 2010.09.01 representafiyelol o) None None None
Representative Kong Representative
Office & Ho Chi Office & Ho Chi Minh
Minh Rept. Office Representative Office
(FRM)
N o University of South Director of Union Finance &
= o Australia Graduate Leasing (Int 1) C ti
=) Pt g (Int 1) Corporation,
\E,;/hpicf;?_gﬂazf Cheng-duh | 5411 0401 R X School Director of Union Capital
Department Hsieh o « General Manager of  |(Cayman) Corp, Director of
P Union Finance & LeasingNew Asian Ventures Ltd.
(Int’" 1) Corporation
w o National Taiwan Ocean |-
| University;
VP & GM of Lin-Sheng Yu| 2008.05.05 = VP & Branch Manager df None None None

Business Dept.

Luchou
Branch
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National Cheng Chi

w
EVP & Branch 3 University- Open Junior
Manager of Taipgi Chi-Pin Chen| 2009.04.01 College of Commerce; None None None
Branch VP & Branch Manager df
Panchiao Branch
© © National Cheng Chi
?\/Azrf‘aBé?r;?h Jen-Chung 2006.07.01 University; VP & Branch ] ! "
Ta0 u%n Branch Cheng i Manager of Panchiao i 8" o
y Branch
@ o National Tsao-Tun -
h Q Commercial & Industrial
VP & Branch . & = Vocational Senior High
Manager of Meng-Hsia Wu 2007.11.05 ®@ X School: None None None
Taichung Branch VP & Branch Manager af
Minchuan Branch
VP & Branch ° ° Soochow University; ]
I\NA:r?zgeré f Road Chgﬁé\:]ven 2006.07.01] VP & Branch Manager df None None None
Branchg ' Shuanho Branch
N o National Taipei College |-
S Q of Commerce- Open
N
?\/AP & Bran(;h Chang-Yung 2000.08.23 g Uog Junior College of
anager o Chen .Uo. NS S Commerce; None None None

Chungli Branch

VP & Branch Manager @

Neili Branch

—
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Graduate Institute of the

(o]
VP & Branch g University of North
Manager of Steven Huang 2007.06.01] & Alabama; VP & Branch None None None
Sanchung Branch Manager of Houpu
Branch
5 © National Chao Tung
»
?\//IerLag(;?r(])?I]East Zhi-zhong | 50161501 2 University = e Ao
O Zhang T o VP & Branch Manager qgf
Taipei Branch
Changchun Branch
o o ) i RrovE
VP & Branch Zong-Hui I'\:/Izr:lgctrrliful?;\gﬂssilm
Manager of Hu%ng 2008.06.01 Corpo?’ate Banking 9 None None None
Kaohsiung Branch Center
o o Chungyu Institute of -
VP & Branch Technology;
Manager of Jacky Liao | 2009.04.0 Deputy manager of Taip None None None
Panchiao Branch Corporate Banking
Center
h o o 8
VP & Branc . . .
. . Aletheia University;
Ma}nager of Ping-Hul Lin | 2008.05.16 Manager of En Tie Bank None None None
Tainan Branch
N o i
VP & Branch . S Sﬂ:cgrs;t;:.ulture
Manager of Min-Fei Wang| 2007.06.01 & § VP & Branch Manager df None None None

Yuanlin Branch

Minchuan Branch
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w o o
VP & Branch s | 8 Universiy of Toxas:
I\B/Iraar:]i%er of Jenaj Wendy Chi | 2009.11.16 & lo\g VP & Branch Manager df None None None
Kungkuan Branch
® o © Chinese Culture
D
Mansoorat | ching-Chung| 5006 000 = | 3 University, . ! ?
Nankgn Branch Lin e ® ° VP & Branch Manager gf . " =
Tatze Branch
o o o -
VP & Branch Tunghai University;
Manager of Denfer Hung | 2009.12.0§ Manager of Standard None None None
Hsinchu Branch Chartered Bank
o o o Master Degree, -
VP & Branch Yeong-Jin University of Dallas.
Manager of Hwan 2008.05.05 VP & Manager of Taipei None None None
Luchou Branch 9 Corporate Banking
Center
o o o National Cheng Kung |-
VP & Branch 5 ] University- Open Junior
Manager of Lister Lee 2000.06.01 DY g College of Commerce; None None None
Chiuju Branch ° Manager of Kaohsiung
Bank
= o = o
VP & Branch Hung-Min S * Feng Chia University;
Manager of Chen 2008.05.0§ VP & Branch Manager df None None None

Shuanho Branch

Hsichih Branch
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N o . . -
: o8 ey renid
Manager of Ru-Ji Cheng| 2004.03.05 P fy None None None
Hueilong Branch Manager of Taoyuan
Branch
o o '
VP & Branch Feng Chia University;
Manager of Chen-Yueh W12006.09.01 VP of China Trust None None None
Chiayi Branch Commercial Bank
B o ; P
g N SrrNAET
Manager of Simon Wang| 2009.11.16 = 9 h Y ! N None None
Kungkuan Branch VP & Branch Manager @
Chungho Branch
N o it |
VP & Branch & Longhua Technologlcal
Manager of Neili| 1a1"ChoU | 5609121 Academy; i . N
Branc% Chiu e VP & Branch Manager gf = = sl
Lungtan Branch
VP & Branch @ g Master Degree, "
Manager of © o University of lllinois;
Chunghsiao Janelu | 2003.1001 8 | i VP & Branch Manager df > i .
Branch Tunghua Mini Branch
VP & Branch = © Mashtelr_ Degree, I.:u.Jen .
Manager of _ P Catholic University;
Hsinchuan Jeffery Tsai | 2006.06.26 S VP & Deputy Branch None None None
Branch 9 Manager of Hsinchuang

Branch
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x o Feng Chia University;
VP & Branch o Q ’
Manager of Kue_l_r;-;uan 1999.10.25 § % \I\;Zrtlg;gD:rpcl)th)lzgcr)ingng None None None
Fengshan Branch Branch
IS o National Taipei College |-
N of Commerce-Open
VP & Branch Ching-Shou © Junior College of
Manager of Liu 1997.07.10 Commerce None None None
Taoying Branch VP & Deputy Branch
Manager of Taoyuan
Branch
B o Master Degree, National-
VP & Branch - Central
Manager of Lawrence Chen2009.12.01 g University; None None None
Lungtan Branch VP & Branch Manager af
Neili Branch
o o National Taiwan -
VP & Branch University
Manager of ChaE_g—Chen 2007.06.01 VP & Deputy Branch None None None
o in e
Hsintien Branch Manager of Hsintien
Branch
N o Chihlee Institute of -
VP & Branch S Technology;
Manager of Tatzg Tereasa Lin| 2009.01.0 Head of Jenai Consumer None None None

Branch

loan center, Consumer
Banking Dept.
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National Taiwan

VP & Branch < University ;
(o]
wanager of | Li-Jen Wong | 2006.12.01 AVP & Division Head of ol -
Brancgh Business Planning &
Admin. Dept.
L© © © National Cheng Kung
VP & Branch & University; AVP &
Manager of Amy Chung | 2009.01.01 & Division Head of None None None
Wenshin Branch Minchuan Branch
VP & Branch © © e Master Degree, Tamkang
Manager of Tawei Shih | 2009.12.06 University; None None None
Chienshin Branct T VP & Branch Manager df
Hsinchu Branch
w o © National Taipei College |-
w o w of Commerce- Open
VP & Branch . B > e Junior College of
Manager of Wu-Lien Peng 2009.11.1§ R Commerce: None None None
Chungho Branch VP & Branch Manager df
Jenai Branch
N o o - Director of Jiao Da Venture
VP &Branch pis Q 82::/’;? S\i([l;?n ChnStiog Corporation
I\B/Iraar:]i%er of Neih CM Hwang | 2011.11.01 § o\N° VP & Branch Manager df None None None
Hoping Branch
o o o 3
VP & Branch Feng Chia University;
Manager of Chu-Shih Weil 2009.04.07 Manager of Standard None None None

Dayuan Branch

Chartered Bank
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Master Degree, Dallas

o o
VP & Branch Baptist
Manager of Hsiu-Yun Su | 2005.03.19 University; None None None
Yungho Branch Manager of Chung Shing
Bank
VP & Branch N g Ming Chuan College;
Manager of Wen-Chien =} o VP & Deputy Branch
Chungkung Mini Chien 20010115 8 © Manager of Chunghsiao i b i
Branch Branch
a1 o y
\I\;Zr‘]g;Bé?g?h S Soochow University;
9erol | Mei-Lan Lin | 2007.10.01 AVP & Division Head of None None None
Tonghwa Mini Consumer Credit Dept
Branch Pt
o o National Taipei College |-
VP & Branch of Commerce;
Manager of Kuang-Han Liy 2009.12.01 Manager of Taipei None None None
Shihtung Branch Consumer Loan Center
Consumer Banking Dept.
VP & Branch 3 2 Master Degree, Aletheid”
Manager of Chien-Lung o Q University;
Breeze Center Chen 2006.01.19 & $ AVP of Breeze Center N R -
Mini Branch Mini Branch
VP & Branch © © National Taiwan i
Manager of Huey-Fun University;
Changchun Chen 2010.11.01 AVP of East Taipei woe - "
Branch Branch
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Master Degree, Fu Jen

VP & Branch © o © Catholic )
Manage.r of Chmg-Shan 2005.03.19 University; None None None
Sungchiang Chang ’
Branch Manager of Chung Shing
Bank
Soochow University; |-
VP & Branch Chien-Hui Head of Jenai Loan
Manager of Taan Li 2011.11.01 Center, None None None
Branch Consumer Banking
Department
N o National Chung Hsing |-
{ University;
VP & Branch . X o Head of Chunghsiao
Manager of Candy Lin | 2011.07.16 © C None None None
Yungchi Branch Loan Centcly .
Consumer Banking
Department
- .o 1 -
VP & Branch 2 ] Takming College;
Manager of Ju-Ling Kuo | 2008.11.01 '5\; gg VP & Deputy GM of None None None
Wenlin Branch o ° Consumer Banking Dept.
S © © Master Degree, National
VP & Branch R Taipei Uni\?ersity'
Manager of Jimy Chou | 2007.06.1 VP & Deputy Gl\/i of None None None
Tungmen Branch Consumer Banking Dept.
h ~ °© N h -
VP & Branc R < o Ching Yun University;
Manager of Shgr;r:gmg 2005.03.19 § Head of National Cash None None None

Tunhwa Branch

Card Dept.
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National Taipei College
of Commerce- Open

VP & Branch Junior College of
Manager of Hsihi Mary Huang | 2006.12.01 c .g None None None
Branch ommerce,

Senior AVP of Luchou

Branch
VP & Branch e © Ming-Chuan College of |
Manager of Ting-Ting o Commerce;
Beitou Mini Wu 20111104 «© Manager of Business nae R o~
Branch Planning & Admin Dept.

2 o Kai Nan High School of |
(o]

VP & Branch . J © 8 Commercial and Industryy;
Manager of North Teh-Chin Tsaj 2005.03.19 B . f h ' None None None
Sanchung Branch i Senior AVP of Sanchung

Branch
VP & Branch © © National Changhua
Manager of Su-Yean Lo | 2007.06.26 Senior SeloRl e ot Nore
Houpu Branch AVP of Houpu Branch
VP & Branch ® © .
Manager of Nortt 2 Chinese Culture
chunaho Mini Hedy Wei 2010.08.16 University; None None None
Brancgh AVP of Chungho Branch
VP & Branch © © Takming Junior College |
Manager of Fugu| Shis-Wen Lu| 2005.03.19 of Commerce; None None None

Branch

Head of Consumer

Banking Dept.
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National Taipei College
of Commerce- Open

VP & Branch Junior College of
Manager of Shuli Ren-Rong Hs{12009.12.01 >9 None None None
Branch Commerce, '
Senior AVP of Jenai
Branch
VP & Branch ] © Aletheia University;
\] .
Manager of  |Chean-Han P4r2008.05.05 Head of Nanking East e | None
Hsichih Branch Road Loan Cent_er,
Consumer Banking Dept.
N o -
VP & Branch -g S Tamkang University;
Manger of North | James Tsai | 2005.03.19 & B Head of Consumer None None None
Taoyuan Branch S Banking Dept.
N o National Taipei College |-
S Q of Commerce- Open
»
VP & Branch Ping-Ching N a Junior College of
Manager of North Chi 2005.03.19 7 L c ; None None None
Chungli Branch 'ang ommerce,
Head of Consumer
Banking Dept.
o o Chihlee Institute of
(821
Manacor of Norfy Hui-Fen Chad 20050314 2 | S Technology; g N N
Taicht?ng Branch e o S Senior AVP of Wenshin E . -
Branch
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VP & Branch & 2 © Graduate School of
Manager of Jeng-Ping Liu 2007.11.05 g S';’o Dayeh UnlvErsny; f None None None
Minchuan Branch S VP. & Branch Manager g
Taichung Branch
© © © Hsinming Commercial
Mansoorof Shih-Yuan | 5405 03.19 School; . & ?
HsitungBranch Liaw e Manager of Chung Shing - 8" B
Bank
oo o o -
?\/AerLaB(;?r:)?h 'g Feng Chia University;
Shin ?:hun Chiung-Yu O| 2005.03.19 © Manager of Wenshin None None None
Bran?:h ’ Branch
2 o o The Overseas Chinese |-
VP & Branch o 2 Institute of Technology;
Manager of Ch'e\;‘IJsung 2005.03.19 § Manager of National None None None
Beitun Branch Cash Card
Department
VP & Branch 2 g © National Open ,
Managerof S. | VeYUan |o0050319 @ | 2 nversi N N N
Yuanlfcrlm Branch Chen e © S Senior AVP of National § - 5 Y e
Cash Card Dept.
w o N Supervisor of Zhong-Guan
VP & Branch g '8 '3 Master Degree, Chiayi |Foods Enterprise Co., Ltd.
Manager of East | Shan-Chih Yen2005.03.19 > 'E’ o University; SenioAVP of None None None

Chiayi Branch

National Cash Card Deg

t.
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VP & Branch

Feng Chia University;

Manager of HS'%;::Amg 2009.04.01 VP & Branch Manager af None None None
Fucheng Branch South Tainan Branch
VP & Branch N g Tamkang University;
Manager of Ta-Yu Chin | 2006.12.0; % Sc VP & Depufty Branhqh None None None
Fongyuan Branch N Manager of Wenshin

Branch

© © Feng Jia University;

VP & Branch Chin-Chung Senior Manager,
Manager of 2010.12.06 . . None None None
Fuchiang Branch Kuan Chinatrust Commercial

Bank
VP & Branch © © National Open .
Manager of Roger Chang 2005.03.19 Unlversflty; None None None
Kaiyuan Branch Head_ of Consumer

Banking Dept.

Lo o :
VP & Branch @ Kun Shan University;
Manager of South Yu-Show Hsu| 2009.04.0)f «© Senior AVP of Tainan None None None
Tainan Branch Branch
VP & Branch N g Feng Chia University;
T ™ o VP & Deputy Branch

Manager of Feng-LiLin | 2005.03.19 g go Manager of Kaohsiung None None None

Lingya Branch

Branch
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Master Degree, New Yo

» o -
VP & Branch > ] University;
Manager of North) Miao-Hui Yeh| 2005.03.19 < W VP & Deputy Branch None None None
Kaohsiung Branch © Manager of Chiuju
Branch
N o §
VP & Branch N Tamkang University;
Manager of Miranda Tsai| 2009.08.01] Senior AVP of Kaohsiung None None None
Sanmin Branch Branch
w o Master Degree, National-
VP & Branch -S S Chung Hsing University
Manager of I-Wen Ho 2005.03.19 & 'E’ VP & Deputy Branch None None None
Wuchia Branch © Manager of Fengshan
Branch
o o Ping Tung _ -
VP & Branch gg;r;rgﬁrmalllndustrlal
I\P/Iiin?l?r?r gfranch Yueh-Song Lin 2006.09.01 VP & Deputy Branch None None None
gtung Manager of Pingtung
Branch
e e Taipei College of
VP & Branch -
Tsai-Ling Commerce;
mc?ni?]geégmh Liao 2011.11.01 VP & Branch Manager af None None None
ping Taan Branch
N o i
VP & Branch -8 S Tamkang University;
Manager of Wen-Hui Lin | 2006.07.19 &1 B VP & Deputy Branch None None None
o

Yongchun Branch

Manager of Taipei Brang
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- o o} o i ity
A Kooy
Manager of .12009.01.03 + P . None None None
Tenshin Branch | Ru~JWu Tsal Head office
Administration
h S = °© ° Ch -
VP & Branc ) . < o Feng Chia University;
Manager of Chéﬂnge' 2009.12.01 § 80 VP & Branch Manager df None None None
Ankang Branch S Shihtung Branch
w o B o National Chiao Tung |-
VP & Branch . < o I o University;
Manager of Dajh Jyh-Chiang 2007.07.25 N N N = VP & Deputy Branch None None None
Huang > X » X .
Branch Manager of Taoying
Branch
w o o o . g
VP & Branch o Takming College;
Manager of Shiu-Ju Huan@2010.12.01 Senior AVP, Nankan None None None
Gueishan Branch Branch
© o o o National Taipei College |-
S of Commerce- Open
VP & Branch ° ézr::}or;gcglelzege el
Manager of Shiu-Lan Hsieh2008.12.04 None None None

Linkou Branch

VP & Deputy Branch
Manager of Taipei
Corporate Banking
Center
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VP & Branch

Master degree, Fo Guatr

Manager of Wugu Chgr(])l—lgggen 2009.11.01 University; VP& Branch None None None
Branch Manager of Wugu Brangh
VP &B h °© h -
ranc e Feng Chia University;

Manager of Jurgghﬂr?lang 2009.12.11 Manager of Standard None None None
Gaorong Branch 9 Chartered Bank

o National Taiwan -
VP & Branch University;
Manager of Daye| Richard Yang| 2010.1.14 VP& Branch Manager o None None None
Branch Taoyuan Corporate

Banking Center

VP & Branch N National Sun Yat-sen

o University
I\B/I;r;]i%er of Luzh{ Jenny Cheng| 2011.07.09 3 Senior AVP of Gueishan None None None

Branch

3 National Chung Hsing
VP & Branch 2 i
Manager of Kur;—hcgr:'leng 2010.1.25 gg\r/]irhggér:/;ggér o None None None
Tucheng Branch Ankang Branch
VP & Branch © Feng Jia University;
Manager of SouthChang-Fu Tsai 2010.3.30 AVP, SME Banlkingigii None None None

Taoyuan Branch

Risk Management Dept
Standard Chartered Ban

’
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(3) Remuneration of Directors, Supervisors, PresidedtSEVP for the Latest Fiscal Year
A. Director’'s Remuneration

Unit: NT Dollar Thousand, December 31, 2011

. . . . 4
Directors’ Remuneration gg Remuneration of Part-time Employegs §g~
o 2 =) 2
z2 ss | 2
- Q 23 |22 0 413 omwd =2 £
5 g2 3558|352 20 3¥€3lg2 3 g 7 3 383 z| T g
2 2 2 B2 g 5 5% 332328 2 5% |zgzb| <° s
g g 2 g2 g 8 R - & 3 Sogel Fm z
S g = S 3 =2 [m sk 2 w g g8 & S
> g =4 & & o 53 s = 82 3 > 3
z o |85 | 8 2 | g0 |G
Title Name 3 ggg g
[¢] @ >
S 2| B2 (92| 2 92 |92 w |22% 9 x| &
2 o 2 Ao 2 o 2 Ao 2 o 2 o 2o 9 52 2 Ao 2ol 2
2129|3158 21282 ESZES|ZIES| 2 |58 |2|58|2 (88| ¢
w [0} w @ w D w @ w [0} w [0} w @ w @ w @ S
oozl e Salebae [Sale a3l loalelealolelolelo |02 (58] 3
S |20 3 Qo580 5 (205|205 2|52y (| |[8]l3|22|3 (82| a
- Ral --1 kel -5~ Rl |- =1 Rall =1 Kl - =Lkl - =1 ISR B IR B Ko - = Rl - =4
ek 2a| R 33| B3 R R3lg|2|12|2| B3| |33|°
2 2 2 2 lalz|a]|za 2 2
@ @ (v} [v]
3 3 > >
o Qo o Q.
Chairman Shiang-Chang Led
Independent
Ma_magmg Kao-Jing Wang
Director
Managing Director Zhen-Xong Jiang
Independent
Director Zen-Fa Lu
Director Jin-Fu Liu
~N | N NN (99 Slne
Director Yu-Quan Lee ggooooggggooooooooooggé
Director Aol o W W RIX XX
Union Enterprise Representative:
Construction Co., Jeff Lin
Ltd.
Director —_
Chung-Li Representatlye.
Yao-Nan Lai
Investment Co.
Director
Chung-Li Representative:
Investment Co Sue-Feng Tsao
Note 1 :Remuneration to the driver amounted to#9T$housand.
Remuneration Range
Name of Directors
q Total of A,B,C and D Total of A, B,C,D, E,F & G
Range of Remuneration
Paid to Directors All the Companies i All the Companies in
UBOT the Consolidated UBOT the Consolidated
Statement Statement
Kao-Jing Wang, Kao-Jing Wang, Kao-Jing Wang, Kao-Jing Wang,
Zhen-Xong Jiang, Zhen-Xong Jiang, Zhen-Xong Jiang, Zhen-Xong Jiang,
Zen-Fa Lu, Zen-Fa Lu, Zen-Fa Lu, Zen-Fa Lu,
Jin-Fu Liu, Jin-Fu Liu, Jin-Fu Liu, Jin-Fu Liu,
Less than 2,000,000 Yu—QL_Jan Lee, Yu—Ql_Jan Lee, Yu-Ql_Jan Lee, Yu—ann Lee,
Jeff Lin, Jeff Lin, Jeff Lin, Jeff Lin,
Yao-Nan Lai, Yao-Nan Lai, Yao-Nan Lai, Yao-Nan Lai,
Sue-Feng Tsao, Sue-Feng Tsao, Sue-Feng Tsao, Sue-Feng Tsao,
5,000,000 (inclusive)~ _ - ) )
) _ |Shiang-Chang Lee | Shiang-Chang Le¢  Shiang-Chang Le¢Shiang-Chang Lee
10,000,000 (non-inclusive)
Total 9 9 9 9
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B. Supervisor's Remuneration

Resident

Supervisor, o

Yu-Pang Wi:\lr? Yi

Co., Ltd. 9

Rep.

Supervisor,

Pao-Hsing Zhen-Lu

Investment Lin

Co., Ltd.

Rep.

Supervisor | Si-Yong
Lin

420 4200 O of O

Unit: NT Dollar Thousand, December 31, 2011

Nil

0| 556 556/ 0.05% 0.05%

Nil

Nil

Remuneration Range

Less than 2,000,000

Jia-Yi Wang, Zhen-Lu Lin, Si-Yong Lin,

Jia-Yi Wang, Zhen-Lu Lin, Si-Yong Lin,

Total

3

3
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C. President, Senior Executive Vice Presidents & Ghuelitor's Remuneration and Range

Total No. of
Termination | Bonus & Employees’ AIgtfng Shares
Remuneration paymentand| Special Bonus from :st a% of N)et Issued for | ©
(A) pension costy Allowance Earnings profit after Employee | 3 (:E
(B) (©) (D) Stock | § 3
tax .
Option 3. c
3 a
0 0 ) pg = ) 0 m g
. o = o = o > = 535 -0 o > o 2| X =
Title Name 5 = > = S=| P4 |B2g5¢ 5 = S=|ao
20 2 0 e == 22353 ) 2 nlc>
o & o & S o =~® |28a% o o5 So|l o=
= = = 22°82 = = 23
w |83 w4 |82 |wo|83 "8 3w, |53 |w4|B2[83
L1 32 25|32 (2 |@D L2132 2|82 w=
=® |22 |R® a2 |R® |a2go|ge|golge|R® |22 2P |a2|c2
w R v J wBlzg|=g|=8|=8 R wd| a2
— — — as|laas|ae — — =. 0
= == 25| (278 27 25 25|23
33 Iz S N e 33 33 2°
@ @ o @ o @ o @ o @ §
=} =} > > =}
President| Jeff Lin
Yin-Bor
SEVP Chan
Herman
SEVP | 1, 10,611 10,611 0 ol 4332 4338 o of o o| os | o8 0 ol £
Cheng-
SEVP Yu Liu
Chief Kuo-
Auditor | Pao Kang

Note : Remuneration to the Company'’s three driveedlenl NT$ 1,81Ghousand.

Range of Remuneration Paid to President, Ser o DTS O PFES 8T, B2 7 ExeCUtIV:MﬁZIZ?)Sr:quﬁg'?ﬂﬁg
Executive Vice Presidents & Chief Audito UBOT Consolidated Statement
Less than NT$ 2,000,000 Jeff Lin Jeff Lin
. | Herman Tu, Yin-Bor Chan, Herman Tu, Yin-Bor Chan,
NT$2,000,000 (inclusivey~ NT$5,000,000 Cheng-Yu Liu, Kuo-Pao Kang Cheng-Yu Liu, Kuo-Pao Kang
Total 5 5

D. Bonus to Executive Officers: None.

(4) Analysis of Payments of Remuneration to DirectBigpervisors, President, Vice
President and Chief Auditor, its ratio to after teet profit in the latest two years,
Remuneration Policy, Standard and combination,guoce for determining
remuneration and their relationship to operatirsyits and future risk
A. The remuneration paid to Directors, Supervisorssigdent, Vice President and

Chief Auditor in 2010 is NT$33,365,000 (includingyment for retirement
pension) and its ratio to net profit after tax i3726.

B. The remuneration paid to Directors, Supervisorssident, Vice President and
Chief Auditor in 2011 is NT$25,956,000 and its@at net profit after tax is
1.42%.

C. Remuneration paid to directors and supervisorsamilyninclude meeting
attendance fees and salaries. All remunerationicsaa fixed basis. The
President did not receive any form of remuneratiRemuneration to SEVPs and
Chief Auditor was made in accordance with theipessive experience, degree of
business involvement and contribution, and compéitethe salary and
remuneration standard of the Industry peers. Tlagysand remuneration
schedule will be submitted to the Board of Direstfmr resolution after it is
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examined by Salary and Remuneration Committee.

The Board is authorized to determine remuneratibithvis granted to the

management pursuant to the Bank’s Articles of Ipoaations. In addition to
monthly basic salaries and allowances, executivegaitso be eligible for the
annual and the performance bonuses depending d@uatlieés annual results of
operation and individual performance. As such, neenation to SEVPs and Chief
Auditor is closely related to the Bank’s operatpegformance. The occurrence of
major risk events that way impair the Bank’s godfjwr incidents of deficiency
in internal management, or employee fraud wouldlyadfect the amount of
bonuses to SEVPs and the Chief Auditor. The Riskdg@ment Dept. should
report directly to the Board of Directors regardthg status of the Bank’s risk

control and risk exposure on a semi-annual basis.

3. Execution of Corporate Governance
(1) Board of Directors

The Board of Directors held 7 meetings in 2011. Sta¢us of attendance was as follows:

Title Name Attendance By Attendance
in Person Proxy Rate (%)

Chairman Shiang-Chang Lee 7 0 100%

Independent Kao-Jing Wang 6 1 100%

Managing

Director

Managing Zhen-Xong Jiang 7 0 100%

Director

Independant Zen-Fa Lu 7 0 100%

Director

Director Jin-Fu Liu 6 0 85.71%

Director Yu-Quan Lee 6 0 85.71%

Director Union Ent_erprlse _Constructlon Co., Ltd. 7 0 100%
Representative: Jeff Lin

Director Chung-Li In\{estment Co. 7 0 100%
Representative: Sue-Feng Tsao

Director Chung-Li Investment Co. 7 0 100%

Representative: Yao-Nan Lai

Other supplementary notes:
1.

Written or otherwise recorded resolutions on whigh independent directohad a
dissenting opinion or qualified opinion as stipathtin Article 14-3 of the Securities a
Exchange Act: None.

2. Execution Status on Recusal of directors due temtly conflict of interests motions, tf
name of the directors, content of the motion, tkasons of recusal, and the vot
participation status should be clearly stated:

Meeting Name of Director Proposal Reasons of Recusgq Participated
in Voting
15" meeting/? Board | Jeff Lin Public Welfare Stakeholder No
Zhen-Xong Jiang Donation
Shiang-Chang Lee

e
ng
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19" meeting/’3"'1 Board | Yu-Quan Lee Credit Facility Stakeholder No
Granting

20" meeting/? Board | Sue-Feng Tsao Bank Premises | Stakeholder No
procurement

21™ meeting/¥ Board | Jin-Fu Liu Credit Facility Stakeholder No
Granting

21" meeting/7 Board | Jeff Lin Bank Premises Stakeholder No
Rental

3. Measures taken to strengthen the functionalithefBoard:
(1) The Bank, in accordance with the regulation in@etil4-2 of Securities and Exchange Act, sets twp

seats of independent directors and enacts “Guiglglaverning the responsibilities of independent
directors in Union Bank of Taiwan Co., Ltd.” to &th, and it also formulates “Rules for the condugt
of directors meetings in Union Bank of Taiwan Qad.” for following in the execution of meetings,
the regulation clearly defines if a director attenoheeting where there might be a conflict of ie$és
involves with the director, he/she should voludjagixcuse himself/herself to the motion and should
not participate in the voting, he/she should alsbrapresent other directors in exercise votingtdag
all the directors in the Bank must comply with thgulation.

(2) The Bank establishes a Salary and Remuneration @Gteerander the Board of Directors and set
“Regulation governing the organization of Salargd &emuneration Committee in Union Bank of
Taiwan Co., Ltd.”; the major responsibilities obt@ommittee is to set and regulatory review the
policy, system, standard and structure of perfolgaavaluation and remuneration for directors,
supervisors and management executives.

(2) Supervisors’ Attendance in Board Meeting(The Baa& hot yet instituted an audit

committee)
The Board of Directors held 7 meetings in 2011.Tth&us of attendance is as follows:
: No. of actual % of actual
Title Name
attendance attendance
Resident Supervisor Yu-Pang Co.., LFd._ : 7 100%
Representative: Jia-Yi Wang
Supervisor Pao-Hsing Ir_1ve.stment Co.,_ Ltd. 7 100%
Representative: Zhen-Lu Lin
Supefiser Si-Yong Lin 7 100%

Other supplementary notes:
1. Composition and Responsibilities of Supervisors

(1) Communication between Supervisors and Bank empsogeshareholders: The
Bank’s Supervisors communicate with employees &@adetiolders from time to
time in writing or by telephone and fax. The Banéfficial website also provides
the avenue for communication between stakeholdetSapervisorsThere is also a
resident Supervisor to fully render the supervidanction.
Communication between Supervisors and InternalfGhiditor and Independent
Accountants: The Bank’s Supervisors communicath wmiiernal chief auditor and
independent accountants from time to time by cpoederme or through telephone
Periodic meetings are convened during the yeaistuds the Bank’s financial
statements, major audit adjustments or revisiotiseg@romulgation of regulations
The meetings ensure sound communication of thgaetenatters between the
concerned parties.

(2)

2. Any opinion put forward by the Supervisor(s) shiadlude the date of the Board
Meeting, term, details of the proposal, resultthefBoard resolution and the Bank’s
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January 19, 2011
15" Meeting of 7"

action on handling the Supervisors’ opinion:

Security

Maintenance Task

Some Branches have
not followed through

Please follow the points of
attention instructed by

15" Meeting of '
Board of Directors

Outsourcing Status
Review Case

Board of Directors Report on the examination of | Supervisor in its statement
video recording, should and send letters to all units
ask all business units tpto pay more attention on th
follow through on the | matter. The others are
execution of the granted for future reference
examination.

January 19, 2011 Operation The selection of Subsequently, the selection

outsourcing service
provider, except the
price factor, should
also consider service
quality and accuracy.

of outsourcing service
provider should consider ng
only the price but also the
service quality, efficiency,
security and stability. The
others are granted for futur
reference.

—

D

July 6, 2011
18" Meeting of 7"
Board of Directors

Security
Maintenance Task
Report

The ATM machines
installed in Kaohsiung
MRT system have
some crash problems
due to poor ventilation
in the installation
places; suggest to
carefully considering
the installation places
in later ATM machine
installation.

Subsequently, the
installation of ATM and the
Bank’s machine room
should be carefully
reviewed and planned in
advance to prevent the
reoccurrence of similar
situation. The others are

granted for future reference.

(3) Items to be disclosed in Accordance with “Princsp&overning Corporate Governance

Practices of Banks”: Please Refer to the Bank’'sciaffWebsite:
http://www.ubot.com.tw

(4) Status of implementation of The Corporate Govemastating Discrepancy, if any, with Best

Corporate Governance Practices of Banks and gré&agons:
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1. The Bank’s shareholder
structure and shareholde
equity

(1) Ways in which the Bank
handles shareholders’
recommendations or
disputes.
Ways in which the Bank
regularly monitors the lig
of key shareholders who
have management contr
of the Bank, or those wh
have ultimate control of

)

.

Shareholders’ suggestions and disputes are ha

dled

by the Bank’s designated personnel, who may nefer
the issue to the relevant departments to address.

Based on the information detailed in the curren
Shareholder Register on the ex-dividend date,
Bank will report changes in shareholdingTiwan
Stock Exchange Corp. on a monthly basis purs
to Article 25 of the Securities Exchange Act and
keep track of the shareholding status of major
shareholders.

The Bank has put in place the “Standards

he

uant

Governing Supervision and Control by the UnigfNO material discrepanc

Bank of Taiwan Over Subsidiaries”, which

key shareholders. stipulate the risk management policies betweer) the

(3) Ways in which the Bank Bank and its subsidiaries. In addition, all related
establishes proper risk party transactions are carried out in accordance
control mechanisms and with regulatory requirements.
firewalls between the
Bank and its affiliated
enterprises.

2. Composition and 1. Two independent directors were elected in the
responsibilities of Board af  shareholders’ meeting held on June 19, 2009 based

Directors:
(1) Institution of Independent
Directors.
(2) Regular evaluation of
external auditors’
independence.

2.

on the law and the articles of incorporation. The
bank has also put in place the ‘Standards & Jok
Scope of Independent Board Directors’ to adhey
The Board of Directors evaluates, on a regular
basis, the independence status of the Bank’s
external auditors.

Bo material discrepanc

3. Establishment of
communication channels
with stakeholders

The Bank, in accordance with the Banking Law,

updates the related parties’ information. In additi
related parties should also contact with the Bank
through mail, telephone, fax and internet etc. All

communication channels are very smooth.

establishes files of related parties, regularlytcgsand

No material discrepanay.
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Iltem

Implementation Status

Discrepancy, if any
with Best Corporat
Governance
Practices of Banks

and Reasons

D

4.

(1)Establishment of corpora

(2)

Information Disclosure

website to disclose
information regarding the|
Bank's financials, busines
and corporate governanc
status.

Other information
disclosure channels (e.g.
English website,
designating particular
person to handle
information collection and
disclosure, appointing
spokesperson, webcastin
investor conference)

e

5S
2

(@)

3)

The Bank has regularly disclosed financial and
corporate governance status in the Bank’s web
(Web address: http://www.ubot.com.tw), and wi

disclose related information following the relevant

regulations of the competent authority.
Information Disclosure Method

(1) Adesignated department is to take charge o
collection and disclosure of information on the

Bank’s website.
The Bank has set spokesperson and acting
spokesperson position to be the sole outl¢he

statement to the publics, and the Bank has also

formulated “Procedures for Handling
Significant Internal Information” for
compliance.

The annual report is prepared each year,
disclosing the relevant information in
accordance with the “Standards Governing
Information to be published in the Annual
Report of Banks”.

Site

the

%\Io material discrepang

Operations of the Bank's
audit committee and othe
committes of the Board ¢
Directors

1.

The Bank has set up a Salary and Remuneratjon

Committee according to regulations and the
Bank’s Article of Incorporation in 19th Meeting

of 7th Board of Directors on August 24, 2011 and

formulated “Regulations Governing the
Organization of Salary and Remuneration
Committee” for compliance.

Additionally, in order to strengthen manageme
mechanism, the Bank has set up committees
as “Asset-Liability Management Committee”,
“Automation of Operation Committee”,

“Investment and Credit Examination Committge

“Overdue Credit, Overdue Loan and
Non-Performing Loan Handling Committee”,
“Trust Property Examination Committee” and
“Human Resource Evaluation Committee”, an
their resolutions are all submitted to relevanel
of authorities for approval according to
Regulations governing separation of duties.

nt
such
No material discrepanc

<

6. Please describe discrepancies between the statius BEnk’s corporate governance practices and the

1)
(2)

“Standard Corporate Governance Practices for Banks”

In general, the Bank’s corporate governance hasajor deviation from the Standard Corporate

Governance Practices.

In accordance with the Article 36 of “Standard Gugie Governance Practices for Banks”, the bank

set up an Audit Committee or institute supervisors.

The Bank is currently adopting the supervisor tn§tn. Hence it could be exempted from setting an
Audit Committee; In addition, the “Rules governiting scope of responsibilities of Supervisors” is

formulated for compliance.

may
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Discrepancy, if any,
with Best Corporat
Item Implementation Status Governance
Practices of Banks
and Reasons

7. Other important information that helps understarelBank’s corporate governance status (such ats ridgh
employees, solicitude for employees, investor i@hat rights of stakeholders, Directors’ and Sujzemns’
training records, implementation of risk managenpaticies and risk evaluation measures, implemantat
of customers protection policies, and purchasialgility insurance for directors and supervisors.):

(1)Rights of employees and solicitude for employedw Bank has put in place the “The Rules of Emplayh
to clearly define the rights and obligations of Bank and employees. The Bank also convenes regula
labor relations meeting to enhance the bank-emplogikationships and ensure rights of employees. In
addition, the Bank undertakes evaluation of théougrremuneration and welfare policies to maximize
benefits for the employees. The Bank has alsompplace the “Criteria for Prevention, Reporting and
Punishment of Sexual Harassment Incidences” toreresyual employment opportunities and human dignity

(2)Investor relations: The Bank has set up an invesw&ationship window for a smooth communication
channel.

(3)Any transaction between the Bank and our stakehelae carried out in accordance with stringent
operational procedures.

(4)Directors and Supervisors’ training records: thalBadirectors and supervisors have taken relatedihgs
of practical operation and company governance.réberd may be accessed on the Market Observatisin|Po
System (http://emops.twse.com.tw) and is includeithé annual report.

(5)Risk management policy and execution of the risMation standards:
The Bank has put in place a Risk Management Pa&tgblished necessary risk management system and
standard to effectively manage risks. (Please tefsection: analysis of the financial status aperating
results and risk management for qualitative andhtiizdive about the various risks).

(6)The implementation of customers protection policies
Customers may offer comments or lodge complaintderwebsite. The Bank’s responsible departmelht| wi
re-direct the issues to the relevant departmerttdodling and follow-up. The Bank has also putlace
the “Criteria and Operational Regulations GoverrimgManagement of Suspected lllegal or Abnormal
Deposit Account” and the “Organization of the Cuséo Dispute Processing Team & Procedures for
Handling Customer Disputes” to protect the rightsustomers. Take the initiative to care and efiety
remind customers and prevent the suffering of &ssa result of being cheated.

(7)Purchasing liability insurance for directors angeswisors: It is not a constraint to purchase ligbi
insurance for directors and supervisors in accarélavith the Article 48 of the ‘Practical Guidelines
Corporate Governance for Banking Industry’ the Bdaks not purchase the mentioned liability insuganc

D

8. If the Bank has a self corporate governance evialuatr has authorized any other professional omgitin
to conduct such an evaluation, the evaluation tgsuilajor deficiencies (or suggestions) and imprerem
should be clearly stated:

The Bank does not have a self-evaluation reporhasrthe Bank authorized an external professioody ko
undertake such evaluation. However, the Bank haterttee various information disclosures in accordanc
with the “Standards Governing Corporate Governdregtices of Banks” and madaprovements accordir]
to Information Disclosure Review administered bg 8ecurities and Futures Institute.

(5) The composition, responsibilities and operaticistaf the Salary and Remuneration Committee
of the Bank:

A. The Bank’s Salary and Remuneration Committee has betup on August 24,
2011. There are three members in the Committeehndrie an independent director
of the board, a general director and one profeasidine independent director of
the board is elected by all members as the convaerechairman of the
Committee meeting.

B. The main responsibilities of the Salary and Rematiem Committee of the Bank
are to set the policy, system, standard and streictiuthe salary compensation and
regularly review the performance evaluation of clioes, supervisors and
management executives. The first meeting was caliddecember 19, 2011.

(6) Fulfillment of Corporate Social Responsibilities:
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@)

)

®3)

Exercising Corporate Governance:
Formulation of the corporate social |1.
responsibility policies or systems and
review of the status and results of
implementation.

Establishment of an exclusively (or |2.
concurrently) dedicated unit to be in
charge of proposing and enforcing the
corporate social responsibility policies
or systems.

Training on business ethics and 3.
promotion of related matters for
directors,supervisors and employees|
a regular basis and incorporation of the
foregoing into the Bank’s employee
performance appraisal system to
establish a clear and effective reward
and discipline system.

The Bank has not set a policy or system
corporate social responsibility, yet to fulfil
our corporate social responsibility is one
our core corporate cultures. This year the
Bank has continued to support and
participate in social welfare activities suc
as helping melon farmers having draggy
sales, response to the government’s actic
for caring the disadvantaged and to provi
the visually impaired with voice teller
machines.

According to the Bank’s Articles of
Incorporation, the Business Planning &
Administration Department centrally
handles the Bank’s management policy,

while the Marketing Planning Departmen o
responsible for formulating and carrying cB{

the various public welfare events.

The Bank makes arrangements for its
directors and supervisors on a periodic b
each year to attend corporate governanc
training courses run by external training

agencies. All employees of the Bank asog|

required to attend the “Law Compliance
Workshop”. The Bank also organizes a
session of “Anti-money Laundering and
Confidentiality” educational seminar and
tests semi-annually. It is clearly stipulateg
the Bank’s “Employee Promotion &
Appraisal Criteria of the Personnel
Management Policy” the relevant training
courses required for promotion and appra
of employees. The “Criteria for Handling
Employee Merit/Dsciplinary Incidents” wa
also put in place to govern the related

or

ns

The Bank’s actual
operation status is
basically complying
ith the key spirits
the rules in
“TWSE/GTSM
Listed Companies
3gpsrporate Social
'Responsibility Code
'of Practice”, there ig
0 significant
difference.

n

system.
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2. Fostering a Sustainable Environment:

(1) The Bank’s endeavor to utilize all '
resources more efficiently and use
renewable materials which have a lo

impact on the environment to improv|
sustainability of natural resources.
Establishment of proper environmen
management systems based on the
characteristics of its industry.
Establishment of a dedicated unit or
assignment of dedicated personnel f
environment management to maintai
the environment.

Monitoring of the impact of climate
change on the Bank’s operations ang
establishment of company strategies|
energy conservation and carbon and
greenhouse gas reduction.

)

®)

4)

[¢)

>

—h

or

Promote and urge employees to recycle

ised

resources and reduce the amount of wastes.

Give priority to the use of green energy
products with Energy Saving Certification
Logo.

We have set up a database of the various
facility and equipment, which is to be
checked prior to procurement of new offic
equipment to ensure that existing resourd
are used efficiently. Environmental friend
products will be considered as the first
choice where new equipment is to be
purchased.

The General Affairs Dept. manages the
Bank’s environment. Each business unit
General Affairs Officer and Supervisor, w
are responsible for pursuing environment
protection measures and managing
workplace safety and hygiene.

The Bank is dedicated to energy
conservation and has adopted measures
as: installing energy conservation device
our air-conditioning units, replacing
outdated lighting facility with energy
efficient ones and issuing an internal mer
prescribing all departments to appropriatg
control the temperature of the
air-conditioning units, the use of lighting
facility, signboards and prohibiting the us

of incandescent lamp for lighting purposes.

e
es

nas
ho
al
No discrepancy.

such
on

no
aly

1%

[7)
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Item

Implementation Status

Discrepancy, if any

Governance
Practices of Banks
and Reasons

with Best Corporate

3. Preserving Public Welfare

(1) Complying with relevant labor laws
and regulations, protecting the legal
rights and interests of employees an
establishment of appropriate
management methods and procedu

(2) Providing safe and healthful work
environments and training on safety
and health for employees on a regul
basis.

(3) Establishing and disclosing of policig

on consumer rights and interests an

providing a clear and effective

procedure for accepting consumer

complaints to fairly and timely handl

consumer complaints.

Collaborating with suppliers to jointl

(4)

fulfil corporate social responsibilities.

(5) Involving in community developmen
and public welfare events through

commercial activities, non-cash

property endowments, volunteering 4

service or other free professional
services.

o »

<

—

8s.

The Bank’s “The Rules of Employment”
and “Personnel Management Policy” botk
satisfy the provisions of the labor standar
laws and regulations.

In line with the requirement of the
Competent Authority, the Bank organizes
the Labor Safety and Hygiene Superviso
each department to conduct health educa
training on a periodic basis.

The Bank has set up a dedicated custom
complaint hotline and provided for
customers to lodge a compliant via the
website to handle customer complaints a
comments in the best interest of our
customers. We have also put in place the
“Complaints Handling Procedures” to
ensure that all incidents are handled in a
timely manner.

The Bank has a long-term commitment
towards public welfare activities to upholg
our corporate motto of “taking from the
society, paying back to the society™. Take
the initiative to invite the Public welfare
group to participate (Please refer to
corporate responsibility and ethical condd
in section: Operational Highlights)

of
Aition

do discrepancy.

ct

Enhancing Disclosure of Corporate
Social Responsibility(CSR)
Information:

Methods by which the Bank disclosg
the relevant and reliable corporate
social responsibility information.
Disclosure of results of implementin
corporate social responsibility
initiatives in the CSR Report.

1)

)

The Bank has not prepared the CSR Report, b
has disclosed the relevant information on our
pursuit of corporate social responsibilities in th
sannual Report.

D

No discrepancy.

5. If the Bank has established corporate governankeigobased on “Corporate Social ResponsibilitgtBe
Practice Principles for TWSE/GTSM-Listed Companjgsgase describe any discrepancy between theigmli
and their implementation: The Bank currently doeshave in place a set of “Corporate Social Respditg

Principles”.

O

49



Other important information to facilitate betterdemstanding of the Bank’s corporate social resilitgi
practices (e.g., environmental protection, comnyimivolvement, social contribution, social work ced
welfare, consumer rights, human rights, safetytayglene and the adopted policies and measuredfilb fu
corporate social responsibilities and the statyseoforming such responsibilities): please refeCtwporate
Responsibility and Ethical conduct in section: Gyienal Highlights.

If any of the Bank’s products or the CSR Reportlesn accredited to the standards of an extertidhtian
agency, provide details: None.

(7) Fulfillment of ethical management and adopted measurihe Bank follows the
business philosophy of the “Code of Integrity Magagnt of TWSE/GTSM Listed
Companies”, and has established good corporategamvee, internal control and risk
management mechanism. The relevant departmertie &ank are responisble for
monitoring the implementation of such mechanisnigedors of the Bank are highly
disciplined and have recused themselves from vatmgroposals which may give rise
to conflict-of-interest situations that may potetiyi impair the rights of the Bank’s
customers and shareholders.

(8) Corporate governance principles and methods fockegy the relevant regulations:
None.

(9) Other material information sufficient to enhance enstanding of the status of the
Bank’s corporate governance practices: None.

(10) Execution of the Internal Controls System
A. Where an independent auditor is appointed to pareordit on the internal controls

system, the auditor’s report shall be disclosechéNo
B. Statement of Internal Control:
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Statement of Internal Controls System

March 15, 2012

To Financial Supervisory Commission, Executive Yuan

On behalf of Union Bank of Taiwan, we hereby sthtd from January 1, 2011 to
December 31, 2011, we have duly complied with taefércement Regulations for Bank
Internal Audit Control System” in establishingisernal system, implementing risk
management, designating an independent and olget#partment to conduct audits, an
regularly reporting to the Board of Directors ahd Supervisors. With respect to the
securities business, evaluation of the effectiveiméshe design and implementation of it
internal control systems described in the “RegafetiGoverning the Establishment of
Internal Control Systems of Service EnterpriseSeourities and Futures Markets”,
promulgated by the Securities and Futures BureaanEial Supervisory Commission.
After prudent evaluation, all business units’ ingdrcontrol and law compliance have be
in effect during the year. This Statement will beluded as the main content of the Ban
annual report and prospectus, and be publishdtetpublic. If there is any illegal activity
such as fraud or concealment, liabilities undeichgt20, 32, 171, and 174 of the Securit
and Exchange Law will be involved.

;%}"
L@A
Chairman: Shiang-Chang Le¢ @}S’ﬁ

PT=TT)
President: Jeff Lin jﬁ"g mg
Il

Chief Auditor: Kuo-PaKg (= a\

Compliance Officer betBank[}
Yao-Tsung Kao '

2]

es
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(11) Legal violations and the Bank’s response for thestmecent two years:

Disclosed Matter

Major Deficiency

Status of Improvement

(1) Responsible person or employee
the Bank violated the law when
conducting business and resultediitone None
an indictment by a prosecutor.

(2) Afine was levied on the Bank by |The Bank has violated Article 3, 1. The Bank now sends out materials of
the Financial Supervisory Paragraph 2 of the “Regulations any meeting to directors and
Commission for violations of laws Governing Procedure for Board of supervisors sen days prior to the dg
and regulations. Directors Meetings of Public of the Board of Directors’ meeting and

Companies” for failing to notify two days prior to the managing
directors at least seven days prior to| directors’ meeting and retains the
date of the meeting and Article 17, recipients’ sign-off records for
Paragraph 1, Item 7 and Paragraph p deference.

the “Regulations Governing Procedyé& The Bank now complies with Article
for Board of Directors Meetings of 17 of the “Regulations Governing
Public Companies” for failing to reco] Procedure for Board of Directors
the amended opinions of the Meetings of Public Companies” and
independent director of the board but records the method of resolution,
only recorded the results of the results and comments or opinions
resolution. Chairman of the Bank has expressed by any director or supervisor
been fined for NT$ 480,000 by the relevant to the resolution in the minu
Financial Supervisory Commission in of the meeting.

accordance with the Securities and

Exchange Act irrespective of having

provided the Commission with a

detailed reply of comments.

(3) Misconduct occurred and resulted
2:1 the I_:lnf';mclla_l Supgrwsory None None

ommission’s imposing strict
corrective measures.

(4) Punishment imposed by the
Financial Supervisory Commissian,

Executive Yuan in accordance withone None
Paragraph 1, Article 61 of the
Banking Act of ROC

(5) Accidents occurring as a result of a
fraud, major non-recurring
incidence or failure to comply with
the Guidelines for Maintaining the
Security of Financial Institutions,

a result of which individual or None None
accumulated losses during the ygar

amounted to NT$ 50 million or

more and therefore the nature angd

amount of loss for which shall be

disclosed.

(6) Other necessary disclosures
prescribed by the Financial

None None

Supervisory Commission,

Executive Yuan
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(12) Material Resolutions of Shareholders Meetings orrBaé Directors Meetings During
the Current Fiscal Year up to the Date of Printfighe Annual Report
A.Major Resolutions of Shareholders’ Meeting of 2@hil their Implementation Status

a.
b.
C.

Annual Accounts for 2010: Resolution Approved.
Appropriation of 2010 Earnings: Resolution Approved
Revision to the Articles of Incorporation: ResatutiApproved.

B.Major Resolutions of Board Meetings During 2011taghe Date of Printing of the Annual
Report:

a.

b.

The Board of Directors approved the 2011 businessgéts in the 15 meeting of the 7
Board convened on January 19, 2011.

On March 18, 2011, in the T@neeting of the ¥ Board of Directors, the Board’s
resoltuion approves the Revision of the Articlesnaorporation and “Regulations on
Organization Structure” which adds a Vehicle LoapBrtment, and the 2010 Earnings
Appropriation Case.

On May 11, 2011, the IMeeting of the *# Board of Directors passed resolutions on
the revision of “Investment Policy” and “Asset Vation Operation and Guidelines for
allocating Allowance for uncollectible accounts”

On July 6, 2011, the ¥8Vieeting of the ¥ Board of Directors passed resolutions on the
“issuance of 5.5 years (inclusive) ~ 10 years (issle), upper amount limit 2 billion NT
dollars (inclusive) subordinated financial bonds”.

On August 24, 2011, the $Meeting of the 7 Board of Directors passed resolutions for
the application for the establishment of “Hong Kddranch” and “Regulations for the
organization of Salary and Remuneration Committee”.

On October 19, 2011, the ®®eeting of the *# Board of Directors passed resolutions
for the Revision of the upper amount limit for iesuance of subordinated financial
bonds (Increase to 6 billion NT dollars from thegoral 2 billion NT dollars).

On January 11, 2012, the 22th meeting of {A@@ard of Directors passed resolutions
on the 2011 Business Budget.

On March 7, 2012, the 23th meeting of tffeBoard of Directors passed resolutions on
the Revision of “Rules for conducting of the Sharders’ Meeting”, “Articles of
Incorporation”, “Regulations governing the Boarddifectors Meeting” and the
“Separation of duties and responsibilities betwSbareholders’ Meeting, Board of
Directors and Management Executives”, the estailesit of “Rules governing the
responsibilities of Supervisors”, “2011 Businesp&¢e and 2011 Financial Statements”,
“2011 Earnings Appropriation” and “CapitalizatiohEBarnings—Issuance of 77,939,983
common shares” case.

On May 2, 2012, the 23th meeting df Board of Directors passed resolutions on the
case on “CPA hiring independence and CPA Audit Fees

(13) During the current fiscal year up to the date afiforg of the annual report, a director or
supervisor has expressed a dissenting opinionregect to a material resolution
passed by the board of directors, and said disggnpinion has been recorded or
prepared as a written declaration, disclose thecjpral context thereof: None.

(14) A summary of resignations and dismissals, duriggntiimst recent fiscal year or during
the current fiscal year up to the date of printiighe annual report, of persons
connected with the company’s financial report: None
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4. Information on CPA professional fees
1)

T N Soong & Co and
Deloitte & Touche

January ~ December
2011

Terence Huang Ray Chang

CPA Professional Fees Bracket
In NT$ thousand

Under 2,000,000

2,000,000 (incl.)~4,000,000
4,000,000 (incl.)~6,000,000 \%
6,000,000 (incl.)~8,000,000 \
8,000,000 (incl.)~10,000,000
10,000,000 and above \%

OO~ IWIN|F

(2) Disclosure of the amount and service contents wineat to external auditors, the
employer of the external auditors and affiliatesnon-audit fees accounted for 25% of
the fees for financial audit services:

In NT$ thousand

Others are
Terence .
Deloitte | Huan mainly the
g 6,920 — = = 4,751 | 4,751 2011 (IFRSs project
& Touchg Ray
Chan and Internal
> Control Audit

(3) Change of audit engagement and that the audibfetdd year of change is less than
that charged for the year prior to the change: None

(4) Auditing fee is 15% or more below the fee chargadlie previous year: None.
5. Information on replacement of CPA: None.
6. The Chairman, President and Executive Officers inlearge of the Bank’s
financial or accounting affairs who have, during the past year, served a

position in the CPA firm to which or its affiliated enterprises the
independent auditor(s) belong toNone.
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7. Changes in shareholding and share pledges of Direcs, Supervisors, Executive
Officers and any person requiring to declare his/heregistration of shares
pursuant to Article 25. 3 of the Securities and Extange Law:

(1) Changes in shareholding

2011 April 24, 2012
Title Name Shareholding Share Pledges|  Shareholding Share Pledges
Increase (DecreagIncrease (Decreagincrease (Decreag Increase (Decreasq)
Chairman |Shiang-Chang Lee 0 0 0 0
g\s:gi?dent Kao-Jing Wang 0 . 8 0
g\s:gi?dent Zen-Fa Lu 0 0 0 0
orecr_|pren o | : : °
Director Chung-Li Investment Co. 0 0 0 0
Director Chung-Li Investment Co. 0 0 0 0
Director Jin-Fu Liu 0 0 0 0
gi?élgglrng Zhen-Xong Jiang 0 0 0 0
Director Yu-Quan Lee 0 0 0 0
Supervisor | Yu-Pang Co., Ltd. 0 0 0 0
Supenvisor zif—llj{ing Investment 0 0 0 0
Supervisor | Si-Yong Lin 0 0 0 0
President Jeff Lin 0 0 0 0
SEVP Cheng-Yu Liu 0 0 0 0
SEVP Herman Tu 0 0 0 0
SEVP Yin-Bor Chan 0 0 0 0
Chief Auditor|Kuo-Pao Kang 0 0 0 0
EVP Patrick Jean 0 0 0 0
EVP Chi-Pin Chen 0 0 0 0
EVP Cheng-Juh Hsieh 0 0 0 0
Manager Michael Lin 0 0 0 0
Manager Wu-Lien Peng 0 0 0 0
Manager Lin-Sheng Yu 0 0 0 0
Manager Kuang-Han Liu 0 0 0 0
Manager Chan-Kwei Chen 0 0 0 0
Manager Jeng-Ping Liu 0 0 0 0
Manager Wendy Chi 0 0 0 0
Manager Ching-Shou Liu 0 0 0 0
Manager Chien-Hui Li 0 0 0 0
Manager  |Jen-Chung Cheng 0 0 0 0
Manager |Zen-Zong Hsu 0 0 0 0
Manager Su-Yean Lo 0 0 0 0
Manager Ru-Ji Cheng 0 0 0 0
Manager Han-Chou Chiu 0 0 0 0
Manager Hann-Tsau Tsai 0 0 0 0
Manager Chang-Yung Chen 0 0 0 0
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2011 April 24, 2012
Title Name Shareholding Share Pledges |  Shareholding Share Pledges
Increase (DecreaqIncrease (Decreagincrease (Decreag Increase (Decreasq
Manager Wen-Chien Chien (27,775) 0 0 0
Manager Hui-Fen Chen 0 0 0 0
Manager Joy Tang (9,000) 0 0 0
Manager  |Luke Yang 0 0 0 0
Manager Buo-Cheng Lee 0 0 0 0
Manager Li-Jen Wong 0 0 0 0
Manager Min-Hui Wang 0 0 0 0
Manager Kuen-Yuan Tsai 0 0 0 0
Manager Jacky Liao 0 0 0 0
Manager Rong-Hui Huang 0 0 0 0
Manager Ting-Ting Wu 0 0 0 0
Manager Jane Lu (23,000) 0 0 0
Manager  |Kuo-Shian Shia 0 0 0 0
Manager Hedy Wei 0 0 0 0
Manager Yu-Hsiu Hsu 0 0 0 0
Manager Peter Chien 0 0 0 0
Manager Russell YC Chang 0 0 0 0
Manager Chang-Chen Lin 0 0 0 0
Manager Tiffany Yu (9,000) 0 0 0
Manager Mei-Lan Lin (11,000) 0 0 0
Manager Yao-Tsung Kao 0 0 0 0
Manager  |Chu-Shih Wei 0 0 0 0
Manager Sophie Hsu 0 0 0 0
Manager Michael Lee (18,151) 0 0 0
Manager  |Ching-Chung Lin 0 0 0 0
Manager Denfer Hung 0 0 0 0
Manager Chien-Lung Chen 0 0 0 0
Manager Tawei Shih 0 0 0 0
Manager Shu-Feng Hsueh 0 0 0 0
Manager Lawrence Chen (5,000) 0 0 0
Manager Yeong-Jin Hwang 0 0 0 0
Manager Meng-Hsia Wu (9,000) 0 0 0
Manager Ray Cheng 0 0 0 0
Manager Ching-Wen Chen 0 0 0 0
Manager Chih-Chung Chang 6,000 0 0 0
Manager Ching-Shan Chang 0 0 0 0
Manager Lanny Liaw 0 0 0 0
Manager Pauline Sheng 0 0 0 0
Manager Jimy Chou 0 0 0 0
Manager Shen-Yung Peng 0 0 0 0
Manager Mary Huang 0 0 0 0
Manager Teh-Chin Tsai 0 0 0 0
Manager Huang-Wen Huang 0 0 0 0
Manager  |Hsiu-Yun Su 0 0 0 0
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2011 April 24, 2012
Title Name Shareholding Share Pledges |  Shareholding Share Pledges
Increase (DecreaqIncrease (Decreagincrease (Decreag Increase (Decreasq

Manager Shis-Wen Lu 0 0 0 0
Manager |Hung-Min Chen 0 0 0 0

Manager James Tsai 0 0 0 0
Manager Ping-Ching Chiang 0 0 0 0
Manager Hui-Fen Chao 0 0 0 0
Manager Simon Wang 0 0 0 0
Manager Shih-Yuan Liaw 0 0 0 0
Manager Chiung-Yu O 0 0 0 0
Manager Chien-Chung Wu 0 0 0 0
Manager Wu-Yuan Chen 0 0 0 0
Manager Shan-Chih Yen 0 0 0 0
Manager Ta-Yu Chin 0 0 0 0
Manager Chen-Yueh Wu 0 0 0 0
Manager |Candy Lin 0 0 0 0
Manager Roger Chang (30,551) 0 0 0
Manager Hsien-Ming Yen 0 0 0 0
Manager Feng-Li Lin 0 0 0 0
Manager Miao-Hui Yeh 0 0 0 0
Manager CM Huang 0 0 0 0
Manager I-Wen Ho 0 0 0 0
Manager Yuen-Song Lin 0 0 0 0
Manager Jeffery Tsai 15,000 0 0 0
Manager Ju-Ling Kuo 0 0 63,000 0
Manager Wen-Hui Lin 0 0 0 0
Manager Miranda Tsai 0 0 0 0
Manager Kuen-Cheng Chou 0 0 0 0
Manager Jyh-Chiang Huang 0 0 0 0
Manager Jenny Cheng 0 0 0 0
Manager Chen-Han Pan 0 0 0 0
Manager Ping-Hul Lin 0 0 0 0
Manager Shiu-Lan Hsieh 0 0 0 0
Manager Tereasa Lin 0 0 0 0
Manager Amy Chung 0 0 0 0
Manager Ru-Jwu Tsai 0 0 0 0
Manager Yao-Hsien Lee 0 0 0 0
Manager Chao-Chuan Chuang 0 0 0 0
Manager Jung-Hsiang Chung 0 0 0 0
Manager Richard Yang 0 0 0 0
Manager |Chang-Fu Tsai 0 0 0 0
Manager Connie Tseng 0 0 0 0
Manager Lisa Lu 0 0 0 0
Manager Shiu-Ju Huang 0 0 0 0
Manager Chin-Chung Kuan 0 0 0 0
Manager Yanger Yang 0 0 0 0
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Manager Tarsicio Tong 0 0 0 0

(2) Information on Share Transfer: Not applicable @&sdbunter parties to the share
transfer are non-related parties.
(3) Information on Share Pledge: Not applicable asetieno change on the share pledge.

8. Information for Top 10 Shareholders Being the Reldarties
April 24,2011 Unit: Shares %

'The Compay’s

responsibl
Chung Li Investment Tien-Sheng [S)erTs]Zr;SsﬂT S
Co. 150,085,418 7.70% - - - | - [Investment Ci

- : the othe

Representative: 2,664 0 s s - | - [ChungLi i elg]
Sue-Feng Tsao Investment Ci pan

The
Pai-Sheng Investmeng Chi-Pao zgmgrz;glz
Co. 98,498,074 5.05% - - - | - [Investment Ci ergon is the
Representative: 13,025,492 0.66% |1,129,883| 0.05% - | - |Pa-Sheng Fs)ame as that of
Si-Yong Lin Investment Ci

the other

company

The
Tien-Sheng Chung Li :é?smc?r?sri]glz
Investment Co. 97,554.194{ 5.00% Y : _| _ | Investment Co ergon is the
Representative: 2,664 0 Tien-Sheng game as that of
Sue-Feng Tsao Investment Ci the other

company
Chien-Yuan
Investment Co. 90,818,763, 4.66% - - | i
Representative: C.C. 421,531 0.02% - - - -
Chang
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Wei-Chih Investment

Co. 84,063,358 4.31%
Representative: S.S. | 14,429,919 0.74% - - I
Yeh
The

Cht-Pao ,
Chu-Pao Investment i Investmeni rCe(;r;])qgr?sr]i)k;I?a
Co. 81,811,606, 4.19% 1129.88 - Co. person is the
Representative; 13,025,492 0.66%| ~’ ’3 0.05% Pa-Sheng that
Si-Yong Lin Investmen e o CO U

Co. of the other

company

Kun-Che Investment
Co. 75,340,726| 3.86%
Representative: Y. C. 138,900 0 i i i i
Huang
EnTie Commercial
Bank 72,781,200 3.73%
Representative: 0 0
Mark Zoltan Chiba
Cheng-Pon
Construction Co. 72,583,961 3.72% i i i =
Representative: 0 0
Ern-Chi Tsai
Chi-Shun Investment
Co. 70,115,261 3.59% i i i ¥
Representative; 241,067| 0.01%

Jyh-Dong Chen

59




Ownership of Investee Companies

December 31,2011 Unit: Share%o

Union Finance Int! (HK)Ltd. 30,000,00{  99.999 2| 0.000007% 30,000,00]  100.009
Union Information Technology Corp. 999,923 99.999 0 0.00% 999,921 99.990
Union Finance and Leasing Intl Corp. 70.000,00 100.009 0 0.00% 70,000,00 100.009
Union Securities Investment Trust COMy 6 500,00( ~ 35.00% 2,505,656  8.6504 13,095,656  43.659
Union Insurance Broker Company 500,000  100.009 0 0.00% 500,000 100.009
Union Real-Estate Management Corp. 2.000,00 40.00% 2,000,00( 40.000 4,000,00 80.000
Taiwan Asset Management Corp. 10,000.00( 0.57% 0 0.00% 10,000,00( 0.57%
Li'Yu Veniure Comorsih 1,007,96(  4.76% of 000% 1,007,960 @ 4.76%
Taiwan Financial Asset Service Corp. 5.000,00 2.94% 0 0.00% 5,000,00 2.94%
Financial Information Service Co., Ltdl. 10,774,128 2 39% 0 0.00% 10,774,125 2.39%
Fu Hua Venture Corporation 3.000,00( 5.00% 0 0.00%  3,000,00( 5.00%
Jiao Da Venture Corporation 1,192,800 5.00% 0 0.00%4 1,192,800 5.00%
Taiwan Depository & Clearing Corp. 779.39( 0.25% 0 0.00% 779,39( 0.25%
Taiwan Futures Exchange Co., Ltd. 5,537,763 2 04% 0 0.009 5,537,763 2.04%
Taipei Forex Inc. 160,000  0.81% 0  000% 160,000  0.81%
Huan Hua Securities Finance Co. 3.942.45¢ 0.53% 0 0.00%  3,942,45¢ 0.53%
Lian An Service Corporation 125.00( 5.00% 0 0.00% 125,00( 5.00%
Taipower Corporation 394,87¢  0.00129 0| 0.00% 394,874 0.00129
ﬁgg;\]lg(;cl)rr]r::rfwunication Semiconductor, 277,771 0.85% 0 0.00% 277,777 0.85%
Sunny Asset Management Co. 386,376 6.44 0 0.00% 386,376 6.44%

Note: Investments made in accordance with Artidefthe Banking Act.
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1. Capital and Shares
(1) Sources of Capital

3,000,000,00 30,000,000,00 1,948,499,58 19,484,995,89(increase|—

Common Stock 1,645,990,7]89 Listed shares

Preferred stocks o 1,051,500,41 3,000,000,00fprivate placement as shares
. 302,508,800 .

private placement are non-publicly traded

(2) Shareholder Composition

April 24, 2012

No. of Shareholders 3 74 24,663 80| 24,821
No. of Shares Held 114,60472,781,201) 1,490,073,763 340,548,488 44,981,539  1,948,499,5809
% of Shareholding 0.01p4 3.74% 76.479 17.47 2.31% 100%

(3) Distribution of Shareholding (Preferred Stock tield)
Par value NT$10; April 24, 2012

1~ 999 13,445 3,699,297 0.19%
1,000 ~ 5,000 5,225 12,941,508 0.66%
5,001~ 10,000 3,427 29,421,960 1.51%

10,001~ 15,000 964 11,221,541 0.58%
15,001 ~ 20,000 435 7,638,018 0.39%
20,001~ 30,000 323 8,046,464 0.41%
30,001~ 50,000 315 12,507,940 0.64%
50,001 ~ 100,000 288 21,248,499 1.09%
100,001 ~ 200,000 171 23,664,016 1.21%
200,001~ 400,000 108 30,695,116 1.58%
400,001 ~ 600,000 24 11,705,087 0.60%
600,001 ~ 800,000 15 10,089,641 0.52%
800,001 ~ 1,000,000 10 9,101,450 0.47%
Over 1,000,001 71 1,756,518,152 90.15%
Total 24,821 1,948,499,589 100.00%

Preferred Stocks

Par Value ier share: NT$10; ﬁn‘l 24,2012;

20,000,000~100,000,000 4 179,236,464 59.25%
100,000,001~200,000,000 i 123,272,336 40.75%
Total 5 302,508,800 100.00%




(4) Major Shareholders

April 24, 2012

Tsong-Li Investment Co., Ltd. 150,085,418 7.70%
Pai-Sheng Investment Co., Ltd. 98,498,074 5.05%
Tien-Sheng Investment Co., Ltd. 97,554,194 5.00%
Chien-Yuan Investment Co., Ltd. 90,818,763 4.66%
Wei-Chih Investment Co., Ltd. 84,063,358 4.31%
Chu-Pao Investment Co., Ltd. 81,811,606 4.19%
Kun-Che Investment Co., Ltd. 75,340,726 3.86%
EnTie Commercial Bank 72,781,200 3.73%
Jen-Pang Construction Co., Ltd. 72,583,961 3.72%
Chi-Shun Investment Co., Ltd. 70,115,261 3.59%
Pao-Hsing Investment Co., Ltd. 68,525,970 3.51%
Union Enterprise Construction Co., Ltd. 68,477,951 3.51%
Hung-Hsiang Investment Co., Ltd. 67,813,357 3.48%
Horng-Gow Construction Co., Ltd. 63,422,795 3.25%
Bai-Ing Investment Co., Ltd. 62,479,833 3.20%
Chen-Sheng Investment Co., Ltd. 58,792,099 3.01%
Lin, Chang Su-O 58,449,911 2.99%
Lin Rung San Foundation of Culture and Social Welfa 52,018,399 2.66%
Chen-Chern Investment Co., Ltd. 51,707,476 2.65%
Horng-Pern Construction Co., Ltd. 44,620,048 2.28%
Horng-Pang Construction Co., Ltd. 37,759,135 1.93%
Union Recreation Enterprise Corp. 33,126,416 1.70%
Yu-Pang Co., Ltd. 28,605,984 1.46%

Note: The list above shows shareholders with &estiareholding or those on the top 10 shares folder

(5) Market Price, Net Worth, Earning & Dividend per &haend Other Relative Information
for the Past Two Years

_ Highest 11.45 12.5@ 10.85

Mit?hg:ge Lowest 5.21 9.06 9.33

Average 7.46 10.58 10.2¢

Net Worth perBefore Distribution 10.37 11.51 12.02

share  |After Distribution 10.3y EE Nee]
Earning per |Weighted Average Shares 1,524,818|274 1,645,990,789 1,645,990,78P

share  |Eaming Per Share($) 0[02 1.00 0.39"°
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Year 2010 2011 Mar 31,2012
Item
Cash Dividends - Noted Notef)
Dividends from _ Notet Noted|
Dividend per| Stock |retained earning
share DividendgDividends from capitdl i Noted Noted
reserve
Accumulated Dividends - - -
Price/Earning Ratig®* 8.11 10.58 6.54
Return on : — Noe2 Noted Not
investments | Tice/Dividend Ratit : o _
Cash dividends yield a8 - © ©
Notes:
1. P/E ratio= Average closing share price for theatttifiscal year/ earnings per share.
2. P/D ratio= Average closing share price for theantifiscal year/ cash dividends per share.
3. Cash dividend yield to maturity= Cash dividendsshare/ average closing share price for the ctiseakyear.
4. Until the Annual Report Printing Date, the casetfa distribution of earning for 2011 has not been

passed by a resolution of the 2012 Shareholderé&tinge hence, it will not be disclosed.

o

end of March, 2012 which are approved by CPA.

(6) Dividend Policy and Implementation

A. The Bank’s dividend policy has set out in the Aetiof Incorporation: Refer to pages
140-142
B. Proposal for dividend distribution for the curngedr:

The Bank’s net profit after tax for 2011 is NT$ g&afor all the following)

. Net worth per share and earnings per share aralatdd based on the numbers accumulated up to the

1,826,614,788 plus the Reversal number of speesarve for 266,263,450

dollars hence the total surplus available for appation is 2,092,878,238

dollars, On March 7, 2012, the®28f 7" session Board of Director Meeting

passed a resolution according to the regulatioAstiole 4-1 and Article 6

of the Bank’s Articles of Incorporation, which prges to appropriate

dividend as follows:

a. Appropriate Dividend for Preferred Stock: Appropioa of
accumulated undistributed preferred stock dividendee amount of
929,067,453 dollars, among the number, 757,451d01l&rs is
appropriated from the surplus available for appedfmn, and the other
171,616,438 dollars is appropriated from PrefeB8txtk Dividend
Expenses Payable allocated in accordance withittan€ial
Accounting Principle by the Bank.

b. Appropriation of Common Stock and Preferred Stagidénd (0.4
dollar per share): in total of 779,399,836 dollars.

(7) Impact on the bank’s Operations ResafitslEarning per Share resulting from the
Proposal for Stock Dividend Distribution

Item Yea Year2012
(Forecast)
Beginning Paid-In Capital 19,484,996,000
Cash Dividend per share Notel
Stockand Cast DMdendhCapitalization of Retained Earnings Stock Dividend 0.04share
this Year per share
Capitalization of Capital Reserves Stock Dividend None
per share
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Item Yea Year2012
(Forecast)

Operating Profit Not applicable

Ratio of Increase (Decrease) in Operating Profit Note2

Operation Result
Changes

Compared to the same period last year

Net Profit after Tax

Ratio of Increase (Decrease) in After Tax Profit
Compared to the same period last year

Earnings per Share (dollar)

Ratio of Increase (Decrease) in Earnings per shar
Compared to the same period last year

Annual Average Return on Investment (Reciprocal of
Annual Average Price/Earnings Ratio)

11

Pro forma Earnings
per Share and P/E

Ratio

If Capitalization of Surplus is| Pro forma earnings per

all changed to the Issuance pfshare (dollar)

Cash Dividend Pro forma annual average
return on investment

If Capitalization of Capital | Pro forma earnings per
Reserve in not conducted. | share (dollar)

Pro forma annual average
return on investment

If Capitalization of Capital | Pro forma earnings per
Reserve is not conducted andshare (dollar)

Pro forma annual average
return on investment

Note:

According to the regulations in the Articles of émporation of the Bank, this year will
appropriate the undistributed preferred stock @imilaccumulated from Sep. 26, 2007 to
Dec. 31, 2011.Annual dividend per share is 0.6ads)land the total preferred stock
dividend is 3.071208 dollars/share.

The Bank does not announce its financial foreaas2®12. According to the regulation
stipulated in the letter numbered 2000/2/1(2000)&ai Cheng(1) Zi No.00371 from
Securities and Futures Commission Ministry of Fo@aR.O.C., companies that do not
announce their financial forecast, there is no rieetisclose this information.

(8) Employees’ Bonus and Directors’ & Supervisors’ Reemation:

A.

The percentages or ranges with respect to emplayagsks and
director/supervisors’ remuneration, as set fortthenBank’s Articles of
Incorporation: According to the Bank’s Dividend eyl

The basis for estimating the amount of employee besiand

director/supervisors’ remuneration, for calculatihg number of shares to

be distributed as stock bonuses, and the accoutnéatment of the
discrepancy, if any, between the actual distriba@dunt and the estimated
figure, for the current period: Not applicable.

The proposals to distribute employee bonuses asappby the Board of

Directors are as follows:

a. The value of employee cash/stock bonuses and difsgpervisor
compensation: None.

b. The value of the proposed employee stock bonugascantage to the
sum of the current after-tax net income plus tetaployee bonuses:
Not applicable.

c. The computed earnings per share after the propasgibdtion of
employee bonuses and director/supervisors’ remtioaraNot
applicable.

The actual distribution of employee bonuses anectiir/supervisors’

remuneration for the previous fiscal year andhére is any discrepancy

64



vl

between the above-stated actual distribution andett@gnized employee
bonuses and director/supervisors’ remuneration:agpticable.

(9) Share Repurchases by the bank: None

2. Issuance of Financial Debentures

Tvoe of Financial 1st Subordinated 1st Subordinated 1st Subordinated 1st Subordinated
y% chentures Financial Financial Financial Financial
Debentures issued in 20 Debentures issued in 20 Debentures issued in 20 Debentures issued in 20
Date & No. Jin-Kuan-Yin-(2)-Zi-No. | Jin-Kuan-Yin-Kuo-Zi-No| Jin-Kuan-Yin-Kuo-Zi-No| Jin-Kuan-Yin-Kuo-Zi-No
Approved by Central 0940031436 09800384990 10000158270 10000387590
Competent Authority Nov. 14, 2005 Sep. 4, 2009 May 12, 2011 Nov. 8, 2011
Issuing Date Nov. 7, 2006 Dec. 30, 2009 Jun. 18, 20 Mar. 1, 2012
Face Value 10,000,000 10,000,000 1,000,000 1,a00,00
Issuance/ Trade Place Domestic Domestic Domestic Domestic
Currency NTD NTD NTD NTD
Issuance Price Issued at par Issued at par |990ed a Issued at par
Class A: 1.2 billion - ny -
Issuance Amount Class B- 0.8 billion 0.9 billion 2 hillion 1.5 billion
Class A :2.60%, fixed
Interest Rate Class B:. BankofjleEnt 2.95%, fixed rate 2.78%, fixed rate 2.32%, fixad ra
fixed interest rate for
1-year time deposit +0.3%
Class A:5.5 Years
Maturity Date:
Term May 7, 2012 Maturity Date: Maturity Date: Maturity Date:
Class B: 7 Years Jun. 30, 2016 Jun. 15, 2018 Mar. 1, 2019
Maturity Date:
Nov. 7, 2013
Order of Redemptign Subordinate Subordinate Subordinate Subordinate
Guarantor Nil Nil Nil Nil
Trustee Nil Nil Nil Nil
Underwriter Nil Nil Nil Nil
Auditor S.S. Lai S.S. Lai S.S. Lai S.S. Lai
Deloitte & Touche Deloitte & Touche Deloitte & Touche Deloitte & Touche
CPA (Terence Huang/ (Terence Huang/ (Terence Huang/ (Terence Huang/
Yi-Chun Wu) Jih-Yen Chang) Jih-Yen Chang) Jih-Yen Chang)
Certifying Financial “Book-Entry”. “Book-Entry” “Book-Entry” “Book-Entry
Institution
Method of Repaid in full upon Repaid in full upon Repaid in full upon Repaid in full upon
Redemption maturity maturity maturity maturity
Unredeemed Balance 1.99 hillion 0.9 billion 2 hillion 1.5 billion
Paid-in Capital Forl 1 g 5r iy, 23.19 billion 19.48 billion 19.48lih
the Previous Fiscal
Year
After-tax NetWorth) 4 g 33 i1 17.08 billion 20,09 billion 21.97lh
for the Previous
Fiscal Year
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Performance Normal Normal Normal Normal
Redemption or Early Nil Nil Nil Nil
Redemption
Conversion & . . . .
Exchange Conditions Ni Ni Ni Ni
Restrictions terms Nil Nil Nil Nil
Improve financial structufémprove financial structurémprove financial structufémprove financial structufe
Fund Utilization Plan to raise capital adequagyto raise capital adequagyto raise capital adequagyto raise capital adequagy
ratio ratio ratio ratio
Balance of issued
debentures before
adding the declared
Issue amount as g 10.85% 16.92% 24.34% 29.09%
percentage of
aftertax net worth fg
the previous fiscal
year (%)
Whether itis
accounted for as Tier 2 capital Tier 2 capital Tier 2 capital Tiecabital
regulatory and type
Name of rating Taiwan Ratings Corp.| Taiwan Ratings Corp.| Taiwan Ratings Corp.
agency, date and Nil twBBB+ twBBB+ twBBB+
result of rating Aug.12,2009 Apr 27,2011 Apr 27,2011
3. Issuance of Preferred Stock
Face Value 10
Issuing Price 10
Shares 400,000,000
Amount 4,000,000,000

Right & Obligation

Allocation of stock
dividends and bonus

Grade-A préerred stock dividend is set at an annual paytertaf6%, calculated
the actual issuing price and granted in cashliarfubunt every year. In addition to
fixed dividend payout rate, preferred shares Ieldiewve the right to conver
preferredshare to a common share and participate in eaistgibution for commc
stock as well. However, the preferred shareholdarmot participate in
distribution of recapitalization from capital swl

Allocation of residual
property

The allocatdn shall prevail over that of common stocks, pebithat it shall be T
more than the issuing amount of the preferred stock

Exercise of voting right

meeting. However, they are entitled to be elecetirectors and supervisors and t
right to vote in preferred shareholders’ meeting.

Preferred shareholders have no voting right anepiovthe common shareholders

D




Sept. 26, 2007
Grade-A preferred stock

Others

The earnings of annual final account, if any, i@l for incoméax and make up t
loss in the past years, and the balafi@yi shall be provided as the legal reg
fund and special reserve required under the artiflencorporation. The balance
any, shall be allocated as the Grade-A preferaatk stividendsproposed by th
Board of Directors and approved in the geth shareholders’ meeting t
shall be distributed in the current year and dindtteaccumulated in the p
years not yet distributed. If there is no earmniofannual final account or t
remaining earnings cannot afford to allocate Glagesferredstock dividends, tt
unallocated or insufficient Grade-A preferstdck dividends shall be cumulated
allocated in the following year as the first ptiori

Collected or converte
amount

974,912,00

(=)

Uncollected or
unconverted balanc

L 3,025,088,000

In circulation preferred stock

Terms & conditions of shareholders’ meeting for distributiometBank will make up the unalloca
collection or conversioncumulative stock dividends to the preferential ealders requesting the conver

Unless in the period for suspension of transféstration required by laws and wit
three business days as of the ex-right date fpess®on of transfer registratiaf
allocated dividends resolved by the directors’ mgetlled by the Bank, edividend
date for suspension of transfer registration dfi dagdends or the esght date fg

stock may be converted to one common stock a® afai following expiration
one year from the issuing date of Grade-A prefesteck until the record date
allocation of rights, and other periods for suspensf transfer registration gairec
by laws. Poposed by the Board of Directors and approvech@ndgeners

in the yeaiof eamnings as the first priority. Unless in theqakfor suspension of t
Bank's share transfer registration, the Bank milgctoutstanding Grade-A preferfed
stock, in whole or in part, by earnings or stockient received from issuance of 1
shaes at the issuing price plus unallocated cumulstdek dividends to be alloca
in the current year until the date of collectionaay time upon the compet
authority’s approval, as of the day following eafion of six years as of the issu
date. The preferredtock dividends in the year when the stock isecell an
converted into common stock shall be calculatedcbas the number of days
which Grade-A preferred stock is outstanding.

publication date of the

other annual report

Market | ¢ Maximum Un-listed
value pef, o1 o514 Minimum Un4isted
share " Average Undisted
Contingg Converted or subscribed
Nt upon |@mount as of the 5

rights |Rules for issuance,

conversion or option

As per the preceding terms & conditions of congarsi

Effect on preferred stockholders’
interest & right, possible dilution
conditions of equity and influence
existing shareholders' equity caus

by the issuance terms and conditipns

If preferred stocks are converted into common stdbk dilutio percentage shall
ietermined on the basis of the number of commaeasbanverted into.

ed

-

asset ratio caused by redemption

Effect on self capital and risk-based

of 3

preferred stock
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4. The status of Overseas Depository Receipts and Eropee Stock Option:
None

5. Acquisitions or Disposition of Other Financial Insttutions

1)

(2)

3)

Where the bank has acquired another financialtuigin through merger or
acquisition in the most recent fiscal year, the ahneport shall disclose the
CPA's opinion on the reasonableness of the shaag satio: None.

Mergers or acquisitions, of other financial insiduas in the past five years:

A. The Bank’s shareholders resolved in the generakbbéders’ meeting held
on April 23, 2010 to issue new shares to acquireiBills Finance
Corporation. Procedures relating to the merger waspteted on August 16,
2010.

B. Where the Bank has issued new shares for the d@oguisf the shares of
another financial institution, the annual reportisinglude an evaluation
opinion prepared by the managing underwriter.

Where the Board of Directors has, during the mes¢nt fiscal year or the

current fiscal year up to the date of printing ohaal report, adopted a resolution

approving issuance of new shares due to mergerquisition of shares of
another financial institution, the annual reportlstigclose the state of
implementation and the basic information of theifnBon merged or acquired:

None.

6. Fund Utilization Plan and Execution Status

1.

Fund Utilization Plan

A. Description of the plan: Please see pages 65-6d¢f@ails of previous
public issues or private placement of securitie$lzemk debentures.

B. Uncompleted previous public issues or private pfaa@ of securities, or
those completed in the most recent three yearkdud not yet fully yielded
the planned benefits: None.

Execution Status

Status of implementation: Pleasee see pages 86r%lief Bank’s financial

information and changes in the capital adequacy fat years 2007 through

2011.
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1. Business Description
(1) Main Businesses
A. Primary Business Activities of the Respective BessriJnits

a. Toaccept all types of deposits.

b. To extend corporate loans, discount bills and nistage domestic letters of
credit and conduct accounts receivable factoring.

c. To handle exports, imports, foreign remittancesjdo currency loans and
guarantees.

d. To extend mortgage, auto loans, personal loansthadconsumer credits, and
provide credit card services.

e. Wealth management, trust, custodian businessjepéesit box rental and
certification services for marketable securities.

f.  To trade marketable securities and futures onfoefr@lstomers.

g. Toactas collecting and paying agent for peripfiaamncial services including
public facilities expenses, remittances and taxes.

h.  To conduct other relevant businesses authoriztftblgompetent authorities.

B. Operational Highlight

a. Deposits
Unit: NT$ Million
Current Deposi 130,424 39.6 125,582 41.9 4,844 3.9
Time Deposit 199,22( 60.4 174,119 58.1 25,101 14.4
Total 329,646 100 299701 100 29,945 9.99
b. Loans
Unit: NT$ Million
Consumer Banking 111,864 58.3 117,034 61.67 (5,171 -4.42
Corporate Banking 80,023 41.7 72,75( 38.33 7,272 10|
Total 191,887 100  189,78¢ 100 2,101 1.9

c. Foreign Exchange
Unit: US$ Million

Exports 129 3.3] 85 2.57 44 51.76
Imports 187 4.80 173 5.23 14 8.09
Foreign Remittances 3,579 91.89 3,051 92.20 528 17.31
Total 3,895 100 3,309 100 586 17.71




d. Trust & Wealth Management

Unit: NT$ Million

Non-discretionary Money Trust i
Invested in Securities 33,131 33,152 (21) -0.08
Fund Safekeeping 7,330 6,464 866 13.40
Trust
Real Estate Trust 7,674 2,989 4,685 156.74
Other Trusts 3,094 2,379 715 30.05
Subtotal 51,229 44,984 6,245 13.88
Other Custodian Business 524 985 (461 -46.80
Ancillary| Certification Business
Service 14,785 14,285 500 3.50
Subtotal 15,309 15,270 39 0.26
Total 66,534 60,254 6,284 10.43

e. Credit Card Business

Unit: NT$ Million ; Card

Cards in ]
Circulation 2,068,11 1,680,98 387,134 23.03
Valid cards 981,561 974,53 7,025 0.7
Ratio of valid |
cards 47.46% 57.979 -10.51% -18.13
Credit Amount 48,952 50,67 (1,720) -3. 39
Cash Advance

Amount 1,50 2,00 (505) -25. 14
Accounts

Receivables 13,551 15,18 (1,633) -10.75
Revolving Credit

Balancy 6,758 7,87 (1,121) -14. 23
Sales Amoun 64,654 62,65 2,000 3.19

f.  Revenue and Percentage by Business

Corporate Banking 18.11 19.92 -1.81
Consumer Banking 41.51 51.82 -10.31
Trust &Wealth Management 5.65 5.96 -0.41
Investment Banking 25.54 31.94 -6.39
Other 9.29 -9.64 18.97
Total 100 100
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(2) Business Plan for 2012
A. Deposit Business
Proactively attract deposit for expanding operatmmdation and
providing sufficient working capital to increase nket share; and
extensively install ATMs outside of the Bank preesiso enhance the
Bank’s brand image through the extension of servi@nnels.

B. Loan Business

a.

Corporate Banking

Considering both risks and benefits, the Bank stéadily promote
corporate banking business and the priority wilgbesn to industrial
and commercial loans and equity financing loans. imbdastrial and
commercial loans will focus on cases which are-lgglfidating, with
collateral and guaranteed by credit guarantee flihd.equity
financing loans will give priority to cases whictedacked by good
quality stocks of TWSE/GTSM listed companies.

Consumer Banking

-In response to the worries of housing bobble &igd by inflation, the
lending policy for residential mortgage continuegive priority to
customers buying their own homes so as to effdgt@ntrol credit
risk.

-Vehicle loans are predominantly granted to pebplgng vehicles for
their personal uses and to customers of meansepagment capability,
and focus on the authenticity of the purchase &etien. Select
high-quality car dealers to ensure the qualityoail assets.

-Design different loan projects for different cusemgroups, and
actively train sales staff to enhance their protesd knowledge and
sales skills.

Bills Finance

-Actively expand the sources of bills and impronagling turnover rate
to create maximum profits.

-Select good targets to establish yielding posiéind adjust the
position according to credit rating. Select shopriod and high yield
targets, and actively expand stable customerslaatier capital costs
to increase the yielding interest spread.

Strengthen loan reviews and enhance notificaticabobrmal cases to
control the occurrence of NPL.

C. Foreign Exchange Business

a.

Establish designated foreign exchange branches\inl@ customers with
better and faster service while expanding foreigha&nge business.
Continue to expand international financial investiiausiness to make
the most effective use of funds.

Establish Hong Kong Branch to expand into oversea&eh and grab
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business opportunities overseas.

D. Trust and Wealth Management Business

a. Provide electronic operating services and goodiyuakalth
management backstage support to satisfy the nee@nhplification,
Safety, Legality and Speediness.

b. Aggressively seek to take up the old and new fursdazly business,
and strengthen the control functions of persongittand custody
operation system.

c. Research and develop new trust products, strengtiagketing
activities and promote cross-departmental and armhsstry
cooperation to enhance the market share and revenue

d. Strengthen the promotion and marketing activi@ges] provide
differentiated services for different customer segts. Introduce a
wide spectrum of financial products such as insteamvestment,
multi-currency products to increase the scale sé@sunder
management.

E. Credit Card

a. Except planning birthday presents, credit card dmgnamount
presents and customized promotion activities ducomgsumption peak
season for VIPs, the Bank will continue VIP prigéeproject to
increase the sense of honor for their credit catddrs and enhance
customers’ loyalty and the spending by the Ban&isls.

b. Inresponse to the consumption market which is im&eg more
conservative, the Bank will strengthen and exp#ndaoperation with
household channel. In addition, to cope with tleggasing sales
volumes through internet, home economy and vithahnel, the Bank
will continue to plan relevant promotion activities

c. Actively develop cooperation with large-scale retaain stores to
raise the market share of account receivable.

(3) Market Analysis

A.

Areas of Business Operation

As of the end of March 2012, the Bank has 87 doimesanches of which
44 branches in Greater Taipei area, 18 branch&sapuan and Hsin-Chu
area, 10 branches in Taichung and Changhua are@anches in Chiayi and
Tainan area and 8 branches in Kaohsiung and Piggttea. Additionally,
there is an offshore Banking branch, and two Remtasive Offices in
Vietnam and Hong Kong respectively.

Analysis of Market’s future Supply-Demand Statud &rowth.

Look into the prospect of 2012, it is expected thateconomy at home and
abroad will continue to be affected by the finahpi@mblems in European
countries and the United States as well as MainZmda’s weakening
economic growth momentum. However, the governneeatiively
developing and adopting various measures to b@ostoeny and stimulate
private investment, the domestic economy shouldldbe to have a
moderate growth. On the development of domesti&ibgrbusiness,
Corporate banking business is expected to growngive government’s
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continuous efforts in promoting banks financingtoall and medium
enterprises and syndicated loan. These two typksons will become the
main business targets of large banks. On consumfatém business, home
mortgage loans will have very little room for gréweinder the impact of the
government’s policy to battle real estate speautatBanks will turn to
other consumption loans and actively expand tharket; Wealth
management business will be continuously promdietithe growth power
will be weakened due to the frequent and severgdsim international
economic situations and investment environment.rélet is expected that
the domestic banking business will show a slowdtend.

Competitive Niches and Advantages and Disadvant&géing to
Development Prospects and Responsive Measures

a~ Advantages

I.  After signing Economic Cooperation Framework Agreem
(ECFA) with Mainland China, the domestic banks aqgeeted to
increase their bases in Mainland China and to ekpaeir scope
of business operation and enhance their servicéaitwanese
businesses operating in China and develop busopgs®tunities.

II.  Once cross-strait financial regulations are grdgiubdregulated,
the Letter of Credit issued by Mainland Chinese kardn be
used as collateral, OBUs and overseas branchedlaned to
perform RMB business, it would be beneficial fonksto
develop new business.

b - Disadvantages

I.  For global economy in 2011, major countries’ finemevere
dragged on by national debt problems, the conswmptemand
impacted by high unemployment rates; economic growt
slowdowned. These all influenced Taiwan’s foreigué
performance, and made adverse impacts to the meass and
loan demands.

[I.  Mainland Chinese banks are joining the domestiketaras well
after the signing of the cross-strait Economic Gavapon
Framework Agreement (ECFA), the competition andrafpen
pressures between banks will also be increased.

c - Responsive Measures

I.  Inresponse to the implementation of New Basel tabpccord
and control of bank risks, the Bank has built colntlystem which
could reasonably evaluate credit risk, interessaisk, market
risk and operation risk to increase the Bank’s taggality.

[I. Continue to conduct Small and Medium Enterprise E3}Mnding
business and expand the market share of higheesttepread
products.

Reduce costs for housing and other unsecured Ersomsumer
loans through simplification and standardizatiompérating
procedure.

Designate customer with good credit to lower norfguening
loans.

Strengthen the cross selling strategy with relate@rprises.
Maintain the balance between quality and quardity sustain a
stable growth of profit.

[ll. Train and grow staff with professional financialkviedge and
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marketing capability.
Design novel financial products to meet with theegsified
businesses and customers’ needs.

IV. Continue to pursuit of reorganization and operatientralization
to develop integrated marketing efficiency and emkeachannel
values to become a well-rounded high-quality finahastitution.

(4) Research of Financial Products and Status of Bissibevelopment:
A. New financial instruments and the size of new bussrdepartment(s)
introduced during the past two years and the pladis status

a. Corporate Banking business continues to promosntiral products
such as good-quality stock financing loans, accoeceivable
purchase and subsequent advance payment loangnientoans to
SMEs, easy discounted notes, corporate bankingltmere real estate
loans to offer corporate customers multiple loanad®

b. Launch a number of NT dollar/Foreign Currency dégaeducts,
such as “Excellent Interest Demand Savings Depd&icellent
Interest Term Deposit”, “Excellent Interest TermpDsit for US and
Australian dollars” and “Good Interest Link Part@wand launch the
“Preferential deposit project for civil servants dadchers”.

c. Consumer banking business also launched a “Miceditloan
preferential program for civil servants and teash&r grab the vast
civil servant and teacher market. In addition, hogisnortgage
business does not launch any new financial produetal the
government’s “battling real estate speculationgydli

d. Wealth Management Business
In 2011, in coordination with the business cycld ararket trend, the
bank actively assisted customers to adjust theetasdlocation and
introduced defense products with higher profitépiior customers’
choices. As at December 31, 2011, the Bank hathbdb55,107
wealth management clients and total assets undeageaent
aggregated NT$108.4 billion, representing an irexeas 23% and 26%
against 2010, respectively.

e. Inresponse to market trends, launch the credit B4R business,
automatic teller machine business, cash advancelsaadce inquiring
business of China Union Pay card to increase retdea revenue.

f.  Fortune Passbook business
For the purpose of managing the children’s findr@i@nning market,
the Bank launched the “Fortune Passbook” for caidinder fifteen
years of age. It integrates five major financiahagement services
including TWD depositing, foreign-current depositisgcurities, funds
and insurance claims trust and use “Savings Bringpe Happiness”
as the product’s major appeal and it offers prefgsitems such as
customer preferential interest rates for NT dadlaving accounts
(applicable to the announced interest rates foB#gk’s salary transfer
customers), and special rates for securities and $ubscription orders
placed through the Bank, preferential rates fa activities and
educational promotion program in wealth managerfarkids. As at
December 31, 2011, NT dollar deposits of the Fa&taassbook
holders amounted to NT$1,699,310,000, represent#¥agrowth
rate comparing to NT$1,158,000,000 as at Decemhbe2(@®LO0, it is
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obvious that the children’s wealth management ntasken the
growing trend.
Promotion of Automated Service and Internet Banking
The bank has installed ATMs and self-service baidisg the
Kaohsiung MRT network and Carrefour stores. Stgriiom January
2012, it has formed a strategic alliance with argddlled ATMs in
Hi-Life Convenience Store to offer customers mayevenient
services. In addition, as a result of continualagion of customer
groups in personal internet banking, the numbegegppficants and
first-time login have grew about 15% compared hitbse of 2010.
We have also added in our internet banking funstfon terminating
NT dollar and foreign currency comprehensive otueposit
accounts, for inquiring not-yet listed billed credard items and credit
card bonus points, to give customers more flexii@yvenient and
real-time account inquiry services.
In 2011, the Bank continues to promote personalmet banking, with
preferential services such as “e-Banking Cantead™®elicious Food
Discount” projects to further cement relations watistomers.
New Business Departments Established in the Mos¢Relwo Years:
I.  The Bank merged with Union Bills Finance Corp. argast 16,
2010 and established Bills Finance Department tguadified as
a “Commercial Paper Certification/Underwriting Agetat offer
certification and underwriting services in the painytmoney
market, and set up bill finance centers in Taipaichung, and
Kaohsiung. Their main business scales and prafg/tmnditions
are shown in the following table:
Unit: NT Million Dollars

ar
Item

2011 2010 Increase/

Growth Rate
Decrease

Volume of
Commercial Pape
Certification anc
Underwriting

221,085 544,94 166,591 306%

ncome from
Certification anc
Underwriting
Busines

34 9 25 297%

Balance of
Commercial Pape
Guarante

3,588 3,046 542 18%

ncome from

Guarantee Busine

20 5 15 302%

II. The Risk Management Section originally operatingauride
Business Planning and Administration Dept. has beeamed
“Risk Management. Dept.” since May 2012. In oradeupgrade
the rank of the Bank’s risk management unit witthie
organization structure and to enhance the Bangksmanagement
capabilities. It is aimed to manage the Bank’s itnésks, market
risks and operational risks.

[ll. In response to the termination of vehicle loan hess
outsourcing, the Bank has set up Vehicle Loan Oepart on
April 1, 2011, which is charged with missions ofrkeding,
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promoting and managing the vehicle loan operatisrbusiness
scale and profit/loss condition are listed in tbkofwving table:

Unit: NT Million Dollars

tem Year 2011 2010 Increase/decrease Growth Rate
Average Balanc

of Vehicle Loan 8,223 6,554 1,669 25%
Busines

Vehicle Loan

Business 243 229 14 6%
Profit/Los¢

B. R&D Expenditure and achievement for the Last Twarseand a brief
description of its Future Plan

a. R&D Expenditure and Results
Unit: NT Thousand Dollars

2011 2010

Year
Item

R&D Expenditure 2,688 1,685

I.  E-Banking mobile stock quote and trading functibgis
smartphones were unveiled in 2010. In July the sgeae the
Bank launched mobile stock quote services throbglome,
Android, Windows Mobile, and Java mobile platforms.

II. In 2011, the e-Banking emphasized on mobile tradargice by
smartphone and officially launched the two mairstiglatforms,
i.e. iPhone and Android, for mobile trading service

b. Future R&D plan

[.  Build online Loan Management System to streamlneecredit
granting process and enhance operation efficiency.

[I. In order to reduce loan credit risk, the Bank Wwilild an internal
rating system to comply with the new Basel Il Ct&isk
framework.

[ll. In order to reduce operation costs and improveicequality, the
Bank will establish electronic billing system tmpide electronic
statement services for deposits and trust funds.

IV. Build a control mechanism for the transactions leefwthe Bank
and foreign high-profile political figures (PEPs)strengthen the
prevention of money laundering and reduce operaishn

V. The development of electronic banking will focusiotelligent
mobile banking and utilizes the characteristicsrofrtphones,
portable, convenient, and multi-tasking, to plaw meobile
banking services, and construct a brand new custeeneice
platform.

(5) Long-term and Short-term Business Development Plan
A. Short-term Business Development Plan: Please t@f&hapter (2) 2012
Business Plan”.
B. Long-term Business Development Plan: Please refeage 3 “4. External
Factors and Future Development Strategies of teL& Shareholders”
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2. Employee Analysis

(1) Employee Data for the Last Two Years and Curreat Yép to the Printing Date

of the Annual Report:

Year End of 2010 End of 2011 Mar31, 2012
Permanent 2,975 3,117 3,084
Number of Temporary 0 0 0
Employeeg Other 0 0 0
Total 2,975 3,111 3,084
Average age 34.51 35.7Q 35.94
Average year of service 6.96 7.39 7.63
Doctorate 0 0 0
Master 5.85 6.53 6.29
Education | University (College) 85.85 84.73 84.96
Senior High School 8.17 8.55 8.564
Junior High School & Under 0.13 0.19 0.19
Type of processional certification held by empleyee End of 201 End of 2011 Mar31, 2012
Basic Proficiency Test for International Bankingsganel 241 271 275
Proficiency Test on Foreign Exchange Trading 11 14 14
Proficiency Test for Trust Operations Personnel 1,755 1,942 1,975
Subject Test - Laws and Regulations on Trust Bssirse 11 10 10
ificati “General knowledge of Finahc
%g?lﬂggg%g %)r(gfrgsfgigngl code of Ethics’9 o 1,906 2,085 2,096
Financial Risk Manager (FRM) 3 3 3
Master Financial Professional 0 0 0
Certified Financial Consultant for Small and Medium 1 3 3
Enterprise
Class B Accounts Clerk 7 7 7
Class C Accounts Clerk 120 119 119
Basic Proficiency Test for Bank Lending Personnel 365 393 393
Advanced Proficiency Test for Bank Lending Persbnne 32 31 31
Proficiency Test for Financial Planning Personnel 384 398 398
Life insurance salesperson 2,055 2,239 2,245
Investment-oriented insurance salesperson 1,076 1,158 1,161
Fundamental Test of Investment-oriented insurance 159 178 178
salesperson and financial market . _
Erec;ﬁﬁ(r:tgl/t(lansurance Salesperson Registration 836 058 958
Insurance agent 1 1 dl
Insurance broker 1 1 1
Futures specialist 300 315 315
Bill finance specialist 63 69 69
Labor safety and health specialists (Class Bicatéffor 5 5 5
labor safety and hygiene)
Class A Manager of Labor Safety & Health Affairs 53 51 51
Class B Manager of Labor Safety & Health Affairs 55 74 74
Class C Manager of Labor Safety & Health Affairs 7 9 9
Fire Fighting Administrator 112 114 114
First Aid Specialist 114 111 111
Bond Specialist 18 23 23
Basic Proficiency Test on Internal Controls 1,724 1,759 1,760
Certified Internal Auditor 3 3 3
Securities specialist 234 278 279
Senior securities specialist 189 232, 232
Securities investment trust and consulting prafesis 144 177 177
Securities investment Analyst 2 4 4
Specialist of “Margin and Stock Loans by Securftiess” 40 42 42
Quialification exam for securities investment teust o5 24 24
consulting regulations (including professionalethiles)
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Year End of 2010 End of 2011 Mar31, 2012
For taking “Investment trust & consultin
regulatior%s(including self-disciplinary ru?es)“ pnl 530 593 596
For taking “Securities laws & regulations” only 4 11 11
Land administration (registration) agents 5 5 5
Real estate appraiser 1 1 1
Assistant real estate Brokers 10 12 12
Proficiency Test for Bank Collateral Appraisal Barsl 16 17 17
Structured Product Sales Personnel Qualificatieh Te - 138 146
Quialification Test for Life Insurance Salesperseliry
Non-Investment Type of Insurance Product in Foreign - 877 880
Currency

Note: Not include 2 employees of offshore units.

(@)

Advanced Education and Training of Employees

In response to the fast changing financial envirenthand for the purpose of
enhancing the professional competency of our enggleythe Bank organizes
the various business seminars and symposiums eaclay well as sends
employees to attend the various external trainnogams. The bank also
requests, where possible, the relevant staff d&dils to acquire the required
certification. The bank aims to upgrade the capéslin product innovation
and improve the operational procedures.

Item Internal program | External progran Total
Number of employees trained 7,636 1,534 9,170
Total training expense (in NT$ thousand) 14,006 2,279 16,285

The Bank has put in place the “Employment Stantlards“Employee Service Rules”
to govern employees’ behaviors and dedication@ksv The Bank motivates its
employees to take the corporate mission aboveeatignal pursuits and perform
their duties in accordance with corporate rulemtditate the development of

(3) Rules of Employee Behavior and Ethics
the various businesses.
(4) Protection for Work Environment and Employee Safety

A. Access Security: The Bank has installed a premisess surveillance
system to monitor people entering or leaving tie®@fpremise. The
system is linked to the police stations at all Sraed is subject to regular
trial checks. Security guards stationed on sitentsure personnel and
premise security.

B. Office Premise and Equipment: The Bank performsileggor random
maintenance check on the various equipment in dacae with the
relevant regulations on public safety and firedestoffice premises.

C. Security Maintenance: The security maintenancelatigns enforced by
the competent authority and Bankers’ Associati@sgprbe that each
retail office shall conduct anti-robbery reheasssdch year.

D. Physical and Mental HealthThe Bank has set in place the “Procedures of
Safety & Health Work”and “Automatic examination #?lal'he Bank also
performs tests on work environment and conduasaert employee safety and
first aid training programs in accordance withrtiles and regulations.
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3. Corporate Responsibility and Ethical Conduct

1)

(@)

3)

Proud Sponsor of the Union Cultural Foundation:

In an effort to motivate the continuation of loeal, the Bank established the
“Union Cultural and Educational Foundation” in 199% have a long history
of sponsoring the Union Art Competition (includifignion Emerging Artists
Award” and “Union Fine Art Impression Award”) and axhibition tours.

In 2011, the Bank sponsored the foundation to tin@st2011 Union Art
Competition” and “2011 Union Exhibition Tours”, wdfi aimed at encouraging
local artists to uphold their creative spirit aedlize their dreams. The
Foundation also funded the “Taiwan Art ContributAward” to showcase the
work of prominent old-time artists. Mr. Lin Ko-Kungas the old-time artist
recommended by the panel in 2011.

For fourteen years, the Bank has worked earnestydvide winners of the
Union Art Competition opportunities to showcasarterk such as inviting
them to give a lecture or be the judge in certaimad cultural events, to offer
them opportunities to demonstrate their creatilentaThe Bank also
constructed the “Union Art Gallery” at the Formosaulevard Station of the
Kaohsiung Metro for civilians to view and enjoy tework. We hope to
achieve our aim of supporting and nurturing locticeeators and continuing
Taiwan’s art in the long run.

Active Involvement in Community Events:

A.  Community development: The Bank has assumed tipemsgility to
support the care and maintenance of the “Mingyou2\®Bark” since
1997. The park provides local residents an idesdgfor leisure and
children a place to play. The park received outiitemrating among
other Taipei metropolitan parks since 2000. ThekBaceived the silver
diamond award of the “Annual Award for PerpetualkPdanagement” in
2005 and the excellence award for five consecytars from 2006
through 2010.

B. School Development: Starting from November of 2@té&,Bank took the
responsibility of preserving the flower bed jusfriont of Luzhou
Elementary School by outsourcing a service providéake care of the
maintenance.

Promote Art and Culture Activities in associatioithaSocial Welfare
The Bank has put much effort into the promotionrt$ and culture for years:

In Mach 2011, the Bank hosted a “Painting Mommyistic Children Deliver
Their Love” drawing competition on the public wekdor the Child. More than
5,000 pieces of works were collected. The Bank tlahBIT$20 for each work
to “Yunlin County Government Elementary and JuniggiHSchool Student
Relief Grants” with a total donation of NT$105,040.

In May, 2011 the Bank held a yearly fair “Happinegsdred Percent Love
Everywhere” on the Mother’s Day. Six social welfgreups such as “The
Garden of Hope Foundation” and “Eden Social Welfewandation” were
invited to the fair to have their charity sale bmand launch fund-raising
activities aiming at arousing people to attach miongortance to public welfare
groups. Fifteen percent of the total revenue frbenRair was donated to Union
Cultural Foundation to support its continuous effatevoting cultural and
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(4)

(5)

(6)

(7)

(8)

educational activities as well as cultivating ditisalents.

In July 2011, a “Little Financier —~Wealth ManagemErperience Camp” event
was held. On the score of helping impoverishedesitg] the registration fee
plus other income totalling NT$53,600 was all cimited to “World Vision
Taiwan” for its Aboriginal Child Sponsorship progralubbed “2011
Aborigines Hope”.

In December 2011, the bank hosted a “You Write pditeess Card and Union
Bank donates NT$10 for social welfare”, campaignegating a sum of
NT$62,100 which was again donated to “World Visi@wan” so as to
encourage people to note and assist public wedfifaes.

Cherish Indigenous Agriculture

Following the “Union Love to Share-Fortune BanaoaYou” activities to help
tide banana farmers over their serious poor salef10, the Bank coordinated
with the promotional events of the Council of Agilicre and launched another
“Union Love to Share; Happiness Papaya For YouVdies, because this
year(2011) the local papaya market also encouatemer-production
situation. The bank decided to purchase 16 topapéya and shared them with
bank’s customers as a give-away, hoping other grnses will follow suit and
appreciate farmers’ hard-working and do what wetoamelp. The bank also
calls for all to protect and cherish Taiwan Agricué.

The bank organized a fund-raising activity nameddpt a warrior bear and
give eternal guardianship to women and children attgovictim of domestic
violence (DV)". This activity provides: counsellirsgrvice for children who
witness violence, advisory services of DV, othgaleadvisory, emergent
short-term sanctuary and employment opportunityoigrsufferers. This would
assist them to recover and gain strength to retbtairt lifes.

In November 2011, the bank, in cooperation withrE8ecial Welfare
Foundation, organized an “Everybody Dedicates Higel. Good-Fortune Be
Always With You” donation activity to help thoseldsv flying angel families”
with delayed developing and mentally or physicdilsabled children, and
garnered a total amount of NT$3,257,295. The eff@ag to call for more
people’s concern about the delayed developing &iltb grasp the golden age
of 0-6 years old for early healing. For those sibKdren in remote areas with
inadequate resources, they are able to grow uphiigahave the chances to
catch up and a ray of hope in the future throughdibnation of Union Bank
card holders.

In order to assist underprivileged families toayeay from poverty and children from
low-income families to go to school or get a jbie, Bank and Kaohsiung County
Government has jointly accomplished a “Dream ofitsaog” project which helps
young students in Kaohsiung County to open sadegssit accounts. In addition, the
bank has provided scholarship every year and &drisiohsiung County Government
to operate them.

To encourage young students and the populace tatgoar and foster physical
exercises and good hobbies, The Bank and KaohsiapglRransit
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9)

Corporation jointly organized “"KRTC Cup Basketbalir@ival’ and “KRTC
Cup Street Dance Contest” to promote a healthy LOH@Ng style.

To provide more convenient and secure financialises to the visually
impaired and to respond to the government policyaming for the
disadvantaged, the Bank has installed a “barres-foice teller machine for
visually impaired” at its Linya Branch.

4. Facilities of Information Technology
Maintenance and Allocation of Hardware & Softwaserhajor IT systems:

1)

(2)

3)

A.

Neihu Computer Room: One IBM z/890-150(z/OS, CIC8V&/DB)
server and z/800-001 backup server, two Sharkh@ed disk drives,
two 3745 communication controllers, one 2074 teahaontroller, one
set of 3590 and 3490 tape drive each, six ATM femd processors
(NCR-UNIX) & one testing machine, fourteen IBM R80®, one IBM
iI520(i5/0S, Quick EDD) and 100 PC servers.

Mingsheng Computer Room: One IBM 9672-RA6(z/OS, £I01S/DB)
remote backup server, one Shark F20 hard disk ,dvive 3745
communication controller, one 3174 back-end colgrobne set of 3590
and 3490 tape drive eachpne ATM front-end processor (NCR-UNIX),
two IBM RS/6000, one IBM AS/400-720(i5/0S, Quick Bpand twelve
PC servers.

Network: Two CISCO 7206 routers, two CISCO 7507eos; two
CISCO 3661 routers, two CISCO 5509 & 5505 switd) Mbps optical
fiber for connecting Neihu and Minsheng comput@ms. Branches use
CISCO 2600/2800 routers and connected to the N@mpuater room via
an exclusive line, with ISDN as the backup conroecti

The Bank has signed maintenance contracts withehdars for above
hardwares and softwares.

Future development or procurement plans:

>

moow

ZIrxXe—-ITom

Integration of the X86 server and system of stoegepment
centralization.

Development of the cross-rate function of the FXjétem.
Development of the control system for country risks

Upgrading plan for the automation system ATMP upgra
Development of the registration system for loarohgook-entry
government bonds.

Upgrading of the report inquiry system.

Upgrading of host network architecture.

Upgrading of host operating system.

Upgrading of recording equipment system of call eent
Construction to match with the Central Bank’s furahsfer system.
Upgrading of FXML certification.

Hardware and software upgrading of database storage
Planning of network and batch transfer for foresgnrency deposit.
Project of mobile banking system.

Emergency Backup and Security Protection Measures

A.

Construct on-site backup device at Neihu compwaemrwith Minsheng
computer room serving as the remote backup support.
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Off-site media backup and storage of sensitive s, separately at
Neihu and Minsheng computer rooms.

Installation of access control system, surveillacemeras, line control,
fire safety equipment and environmental securisteys to protect the
IT equipment.

Using intrusion detector, setting internal/exteffim@walls and anti-spam
system, scanning virus, Trojan horse or spy prograqpdating
virus-code and system patch to ensure internetlatadtransmission
security.

Enact the “Plan for Union Bank of Taiwan IT Secpfontingency” and
conduct annual rehearsals of on-site and remoteupaend fire safety in
accordance with the “Plan for Union Bank of TaiwarDisaster
Contingency”.

5. Labor Relations
Execution status of employee welfare and retirepaity, labor agreements
and protection of employee welfare:

1)

(@)

A.

Establish the Employee Welfare Committee. Dedus¥@of employees’
monthly salaries and appropriate 0.1% of operatwgnue and use the
fund to administer employee welfare affairs suciMasher’s Day Fair
and special allowances for marriage, funeral, irtbluding spouse) and
major accident.

In accordance with the Social Insurance PolicyBaek administers
Labor Insurance, National Health Insurance and @fosurance
(including term life insurance, group accident irswe, worker’s
accident insurance, occupational injury insurageagcer insurance and
hospital and medical insurance for employees aed tlependents).
Offer deposits, loans and unsecured consumer twestdff at special
rates.

The Employee Welfare Committee disburses bonusijgayees on
major festivals of the Lunar year.

Employee Retirement Policy has been set that ampjagmee reaching
retirement age or eligible for retirement pursuarthe Bank’s retirement
policy is entitled to receive the retirement payontier the old pension
system (Labor Standards Act). On the other hamedBtnk makes
monthly contributions to individual retirement acotaifor employees
who apply for new pension system.

The Bank has set up rules for governing labor-mememnt committee to
maintain sound and harmonious labor-managemeritaresip.

Loss incurred as a result of labor disputes ipéstyear and current year up to the
printing date of annual report, the amount of exttich potential loss and the bank’s
responses. Where it is impossible to make a reblsoestimate, provide the reason:
Since its inauguration, the Bank has not been irawin a labor dispute that
resulted in a loss. We will review the various \aedf policies every year for the
best interest of our employees.
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6. Major Contracts

Nature of Contract

Concerned Partie

Contract Period

Content

Restriction on
Contract

Deposit Insurance
Contract

Central Deposit
Insurance
Corporation

Signed on Apr.
27,1994

Performance bond
agreement for the
solvency of
financial institution
in paying
depositors

None

Bankers Blanket
Insurance

MSIG Mingtai
Insurance Co.,
Ltd.

Jan. 21, 2012
To Jan. 21,
2013

Compensation
responsibilities
for Infidelity of
employees;
property on
premises and in
transit; forgery
or alteration of
check and
securities;
counterfeited
currency;
damage to
offices and
facilities and
fault of securities
or written
documents.

The Bank is
required to pay
an access to
claim the
insurance for
each accident
and the
claimable
amounts are
capped.

Outsource
Contract

Leebao Security
Co., Ltd

Aug. 1, 2011 To
Jul. 31, 2012

Transportation of
valuable
securities and
cash

None

Outsource
Contract

Taiwan Security
Co., Ltd.

Jan. 1, 2012 To
Dec 31, 2012

Transportation of
valuable
securities and
cash

None

Outsource
Contract

An Fong
Enterprise Co.,
Ltd.

Oct. 1,2011 To
Oct. 1, 2012

ATM banknote
replenishment
and
troubleshooting
operation

None

Outsource
Contract

Lian-An Service
Co., Ltd.

Jan. 1, 2012 To
Dec 31, 2012

ATM banknote
replenishment
and
troubleshooting
operation

None

Outsource
Contract

Chung Hwa
Express Corp.

Jul. 1, 2011 To
Jun. 30, 2012

Check clearing
house delivery
operation

None

Outsource
Contract

Yuen Foong
Paper Co., Ltd.

Oct. 1, 2011 To
Sep .30, 2012

Printing and
Mailing
Operation for
various types of
billing statement
and integrated

billing statement

None
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Nature of Contract | Concerned Partie§ Contract Period Content Recs:glrc]:tt;ggton
Outsource Chunghwa Post| Aug. 1, 2010 To | Credit Card None
Contract Co., Ltd. Jul. 31, 2012 Statement

packaging and
mailing
operation

Bank Premise
Construction
Contract with
contracted amount None
above NT$ 30
million dollars
(included)

7. Securitization Commaodities approved by the competerauthority and
relevant information launched in accordance with Fnancial Asset
Securitization Act or Real Estate Securitization Atin recent years:None

8. Donation to Political Parties, Stakeholders and Pdlz Welfare Groups:
(1) In an effort to motivate the continuation of loeal, the Bank established the
“Union Cultural Foundation” in 1998. We have a Idmgtory of sponsoring the
Union Art Competition (including “Union Emerging #sts” and “Union Art
Impression Award” and art exhibition tours and adggi of distinguished
award-winning artwork.Our total 2011 sponsorshiptfiese events amounted to
NT$3,352,089.

(2) To jointly promote local music and art activitiesdastimulate cultural ecological
development starting from 2011, the Bank had refusponsored “Kaohsiung
Philharmonic Cultural & Arts Foundation”, and helarius types of concert
every year. Our sponsorship for these events fibt 20nounted to NT$600,000.

(3) To promote LOHAS (Lifestyle of Health and Sustaiifigh living, the bank
sponsored in activities such as “Kaohsiung MRT Bapketball Carnival”,
“Kaohsiung MRT-Happiness everywhere”, “Kaohsiung MBup Street Dance
Contest”, “Kaohsiung MRT Youth Ambassadors” andetfiect in every way
concert”. Our sponsorship for these events for 20fhbunted to NT$500,000.
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1. Condensed Balance Sheets, Income Statements and #ard’ Opinions for the

most recent five years
(1) Condensed Balance Sheets

d

In NT$ thousan
Year Financial Data for the Past Five Years (Note)
i Mar 31,2012
T 2007 2008 2009 2010 2011
Cash and cash equivalent, due ffom
: 28,052,923 49,126,993 62,909,538 268, 172, 253,
o e s 70,268,55 110,172,361 102,253,001
Financial assets at fair value fro 7,746,462 7,675,019 400,971 3,017,82 8,167,54 9,215,911
profit or loss
Securities purchased under resell
agreements 5,863,732 6,555,284 289,053 39,500 251,626 6,698,441
Available-for-sale financial assets 3,439,56¢ 6,279,71 7,134,234 6,230,04 7,516,89¢ 7,465,924
Discounts & loans 205,523,586 180,012,004 169,959,858  189,657,09 190,679,998 191,778,468
Receivables 28,967,953 23,513,603 20,076,909 16,808,43 15,086,661 13,788,988
Held-to-maturity investment 48,559,541 36,318,287 9,724,545 3,272,634 1,313,015 1,088,022
Equity investmentquity methog 2,946,39 2,479,374 2,209,409 1,050,57¢ 1,114,794 1,144,616
Property & equipment 8,618,05 8,511,227 8,274,634 8,089,48 7,956,701 7,908,84¢
Intangibles 2574217 2,507,39¢ 2,369,63 2,374,48 2,119,709 2,119,709
Other financial assets 4,757,711 24,537,416 55,850,117 57137,081 49,631,216 51,446,374
Other assets 11478015 10,173,726 7,930,237 5,127,94 3,714,937 3,674,235
Total Assets 358,528,164 357,690,940 347,130,040  363,073,67 397,725,45p 398,582,530
Callloans and due o bans 27,086,819 20,074,208 18,088,773 10,287,34 7,007,25¢ 7,075,941
Deposits and remittance 263,954,435 277,751,334 271,124,191  289,605,85 322,756,910 321,993,675
Financial liabilities at fair value
through profit or loss 61,326 212,904 81,243 51,584 33,852 33,710
Securities sold under repurchase
agreements 32,865,259 27,843,332 26,415,907 33,596,92 34,522,173 33,785,791
Payables 4,776,10 4,981,31 3,276,81 3,838,89¢ 5,847,302 5,747,532
Bank debentures 10,526,400 9,044,30 9,900,00 4,890,00 4,890,00 6,390,00
Liability component of preferred
ctocks 327,200 d i : - :
Otherfinancisl kabiies 254 58( 220,896 242,367 318,027 337,853 352,914
Other liabilties 578,133 473 441 470,514 390,574 365,444 388,212
Before
340,430,250 340,601,728 329,599,810  342,979,20f 375,760,789 375,767,775
distribution
Total Liabilities
After
N, 340,430,250 340,601,728 329,599,810  342,979,20f 375,760,789 375,767,775
distribution
Capital stock 22,861,044 23,188,244 23,188,244 19,484,996 19,484,996 19,484,996
Capital surplus 33,811 33,811 33,811 33,811 33,811 33,811
Before
(4,697,572 (5,907,536 (5,651,650 1,176,594 3,054,06¢ 3,749,34
X . |distribution
Retained eamings
After
o (4,697,572 (5,907,536 (5,651,650 1,176,594 3,054,06¢ 3,749,34
distribution
Unrealized loss on financial assets (124,678 (244,849 17,068 155,124 (167,173 181,894
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Cummulative translation
adjustments 39,243 49,843 31,662 (640,778 (263,522 (457,773
Others (13,936 (30,292 (88,902 (115,277 (177,515 (177,515
Before
o $18,097,912 $17,089,221 $17,530,230 $20,094,470 21,964,663 22,814,75%
Total Shareholdeldistribution
Equity After
o $18,097,912 $17,089,221 $17,530,230 $20,094,470 21,964,663 22,814,75%
Distribution

Note: All financial data have been audited by iedelent auditor@xception of the first quarterly financial dataZ012.

(2) Condensed Income Statements

In NT$ thousand

Net interest $7,256,304 $7,293,692 $5,842,861  $6,650,28] 6,662,351 1,495,121
Net revenues other than 682,513 (1,028,430 827,006 250,278 644,53 236,03
interest
Bad debts 8,404,008 2,692,09 1,359,427 409,50 121,500 (274,340
Operating expenses 5,993,462 5,362,811 4,635,022 4,658,55] 4,964,012 1,203,984
giome (loss) before income ¢ 455 749 (1,789,643 675,508 1832512  2,221,38 801,514
Income (loss) before
cumulative effect of (4,942,358 (1,209,964 255,886 1,410,42" 1,826,61¢ 695,274
accounting changes
Profit (loss) of discontinued i i i 1
operations (Net of tax)
Extraordinary profit i i . .
(loss)(Net of tax)
Cumulative effect of
accounting changes (Net of - - - -
tax)
Net income (loss) (4,942,358 (1,209,964) 255,884 1,410,421 1,826,611 695,274
Earnings (loss) per share|($) ($2.65 ($0.63 $0.19 $0.92 $1.00 $0.39
Note: All financial data have been audited by ietejent auditor@xception of the first quarterly financial dateZ612.
(3) Name of CPAs and the Auditors’ Opinion
2007 Deloitte & Touche Yi-Jun Wu / Ray Chang Qiaglibpinior™®
2008 Deloitte & Touche Yi-Jun Wu / Ray Chang Qiaglibpinior™®
2009 Deloitte & Touche Terence Huang / Ray Chang Qualified opiniorf™®
2010 Deloitte & Touche Terence Huang / Ray Chang Qualified opiniorf™*
2011 Deloitte & Touche Terence Huang / Ray Chang Qualified opiniorf®

Note: A qualified audit opinion was issued on thelBs decision to amortize loss incurred fromreglis non-performing loans on a straight-linesoager

60 months pursuant to the Financial InstitutionsgeteAct.
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2. Financial Analysis and Capital Adequency Ratio
(1) Financial Analysis & Key Performance IndéXPI )

In NT$ thousand

Loans to deposits ratio ( 78.7 65.81 63.29 66.03 59.70 60.16
Non-performing loan ratio (%4) 2.39 2.69 2.35 0.74 0.36 0.34
@) Interest expense to average
Bi deposits (%) 1.89 2.77 1.36 0.90 0.94 1.04
=
=
Q Interest revenue to average tptal
§ loans (%) 3.85 7.76 5.54 5.13 5.00 4.84
3] .
= Total asset turnover (times) 0.0221 0.0174 0.0192 0.0190 0.0184 0.0174
< Aver. i
age net income per
employee 2.343 2,034 2,294 2,320 2,349 2,245
Average earnings per employee (1,459 (393) 88 474 587 902
Return on tier 1 capital (¢ (54.12 (19.22 6.72 14.68 15.28 NA
o |Retum on assets (%) (1.37 (0.34 0.07 0.40 0.48 0.17
o]
g Return on equity (%) (26.87 (6.88 1.48 7.50 8.69 3.11
2 |Netincome ratio (%) (62.26 (19.31 3.84 20.44 25.00 40.16
EPS (NT$) (2.65 (0.63 0.18 0.92 1.00 0.39
[Total liabilities to total assq
w T |ratio (%) 94.95 95.22 94.95 94.47 94.48 94.28
g =]
g % Fixed assets to sharehold
T & equity ratio (%) 47.62 49.8Q 47.20 40.26 36.23 34.67
g IAsset growth ratio (% (0.79 (0.23 (2.95 4.59 9.54 0.22
=
=
% Profitability growth ratio (%) (1,964.93 72.29 137.75 171.28 21.22 44.33
Cash flow ratio (%, 2.16 9.20 26.39 12.16 9.50 0.41]
O
@ Cash flow adequacy ratio (% 12.49 309.40 2,207.07 2,664.04 4,162.73 6,330.57
=
g h flow reinvestmentatio
2 Cash flow reiiie 17.19 117.33 301.60 54.14 12.44 -
(*0)
Liquid Reserve Ratio (%) 10.66 10.64 23.81 21.13 29.97 31.31
Balance of Secured Loans to Related Parties 6,178,671 5,188,129 5,210,914 3,623,169 3,022,98 3,624,708
Total Secured Loans to Related Parties as a
% of Total Loans 2.87 2.73 2.94 1.81 1.49 1.77|
o Market share of asset ( 1.38 1.32 1.20 1.18 1.24 1.22
©
a Maricet sharelGiiey 1.02 0.95 0.91 0.98 1.03 1.02
2 (%)
o
» Market share of deposits (%) 1.43 1.39 1.25 1.25 1.33 1.30
o
5]
@ Market share of loans (%) 1.27 1.09 1.01 1.04 1.00 0.99

Notel: All financial data for the most recent fpegars was audited by CPA with the exception dirsteguarterly financial data for
2012

Note2: Information on total assets, net worth, digpand loans of all financial institutions wasdlisclosed as at the annual report's

publication date. The field was left blank.
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Note 3: Financial ratios are computed as follows:
I.  Operating Capability
i. Loans to deposits ratio= Total loans/ total dep@sitcluding redeposits of Chunghwa Post Co.)

ii. Non-performing loan ratio= Total NPL/ total loans
ii. Interest expense to average total deposits= Tttetst expense/ average total deposits
iv. Interest revenue to average total loans= Totaétteevenue/ average total loans
v. Total asset turnover= Net operating revenue/dsssts
vi. Average netincome per employee= Net operatingueydotal number of employees.

vii. Average earnings per employee= Net income aftéiotaknumber of employees.

Il.  Profitability
i. Return on tier 1 capital= Net income before tagfaye total tier 1 capital.
ii. Return on assets= Netincome after tax/ averajassets.
i. Return on equity= Net income after tax/ averageekbitlers’ equity.
iv. Net Income ratio= Net income after tax/ net income.
v. Earnings per share= (Net Income after tax - pegfestock dividend)/weighted average outstandingsha

lll.  Financial structure
i. Total liabilities to total assets ratio=Total lidlais/total assets.
ii. Fixed assets to net worth ratio=Fixed assetshagetisolders’ equity, net.

IV. Growth rate
i. Asset growth ratio= (Total assets as at the etiiikofear - total assets as at the end of lagttgtalr
assets as at the end of last year..
ii. Profitability growth ratio=(Net income before tax the current year- net income before tax foptst year)/net
income before tax for the past year.

V. Cash flow
i. Cash flow ratio=Net cash from operating activifid! loans to banks+ CD payaliehange in fair value of financial
liabilities through the income statememepurchase securities payabldabilities-current portion due within one
year).
ii. Cash flow adequacy ratio=Net cash from operatitigts for the past five years/(capital expenditucash
dividends) incurred for the past 5 years.
i. ~Cash flow reinvestment ratio=Net cash from opegatttivities/net cash from investing activities.

VI. Liquid reserve ratio=Liquid assets statutorily ielireserve for liabilities.

VII.  Operation scale
i. Market shzre of assets=Total assets/total ass#sathorized deposit-taking and loan-undengifinancial

i :\r;lztlrtgltosn;are of net worth=Net worth/total net wofthll authorized deposit-taking and loan-unddingriinancial
1 T 1 *

ii. :\r;lztlrtgltosnsa.re of deposits=Total deposits/total deymfsall authorized deposit-taking and loan-undiéing financial
1 T 1 *

iv. :\r;lsatlrtgltosn;a.re of loans=Total loans/total loansl @fughorized deposit- taking and loan-underwrifingncial
institutions*.

*:All authorized deposit-taking and loan-undemvwgtfinancial institutions include all domestic kaime local branches of
foreign banks, credit cooperative associationsiees’ & fishermen’s associations and trust &stment corps.

(2) Capital Adquency
(Non-Consolidated)
In NT$ thousand

Year(Noteh) Financial Data for the Past Five Years (Note2) Mar 31,2012
Iltem 2007 2008 2009 2010 2011

Tierl Common Stock 19, 188, 244| 19, 188, 244 19, 188, 244| 16, 459, 908| 16, 459, 908 16, 459, 908
N D|capital Irredeemable non-cumulatiye 0 0 0 0 0 0
o 2 preferred stock
5 g Non-cumulative subordinate 0 0 0 0 0 0

> debentures with no maturity
date
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Year(Noteh)

Financial Data for the Past Five Years (Note2)

Mar 31,2012
Item 2007 2008 2009 2010 2011
Capital collected in advancs 0 0 0 0 0 0
Capital Surplus (excl. fixed 33, 811 33, 811 33, 811 33, 811 33, 811 33, 811
asset revaluation increment|
surplus)
Legal Reserve 107, 812 107, 812 0 0 352,978 352,978
Special Reserve 240, 655 240, 655 0 0 874, 473 874, 473
Cumulative Profit/Loss -5, 046, 039 -6, 256, 003| -2, 825,825| 1,176,594 1,826,615 2, 626, 741
Minority Shareholding 0 0 0 0 0 0
Other Shareholders’ Equity -72,449 -334, 471 -116, 848 -801,428| -1,036, 271 -1, 025, 556
Less: Goodwill 2,574,217 2,507,395 2,369,638 2,374,485 2,119,709 2,119,709
Unamortized loss on sale 0 0 0 0 0 0
of delinquent loans
Deduction items 1, 940, 220] 1,790, 543| 2,481, 671 954, 735 856, 919 944, 872
Total Tier 1 Capital 9,937,596 8,682,110 11,428,073] 13,539, 665 15,534, 886 16, 257, 774
Iredeemable Cumulative 4,000, 000{ 4,000,000] 4,000,000{ 3,025,088 3,025,088 3, 025, 088
Preferred Stock
Cumulative subordinate 0 0 0 0 0 0
debentures with no maturity
date
Fixed asset revaluation 0 0 0 0 0 0
increment surplus
45% of unrealized gain on 0 49,128 34,503 90, 224 192, 628 239, 571
financial assets available fo
sale
Convertible bonds 0 0 0 0 0 0
Operating reserve and 845, 492 0 0 0 0 0
] ~|allowance for bad debts
Tier2 Capital Long-term subordinate 5,706,667 4.040,000( 3,140,000{ 1,458,000{ 2,880,000 4, 380, 000
debentures
Redeemable preferred stocks 0 0 0 0 0 0
The sum of iredeemable 0 0 0 0 0 0
non-cumulative preferred
stocks and non-cumulative
subordinate debentures with
no maturity in excess of 15%6
of total Tier 1 Capital
Less: Deduction items 1,940, 220] 1,790,543| 1,661,979 857, 384 851, 875 864, 245
Less: 50% of Cumulati 0 0| 2,825,825 0 0 0
Loss
Total Tier 2 Capital 8,611,939 6,298,585 2,686,699] 3,715,928 5,245,841 6, 780, 415
Short-term subordinate 0 0 0 0 0 0
Tier3 Capital |debentures
Redeemable preferred stock 0 0 0 0 0 0
Total Tier 3 Capital 0 0 0 0 0 0
Regulatory Capita 18,549, 535| 14, 980, 695| 14,114, 772| 17, 255, 593| 20, 780, 727 23,038, 189
Cred Standardized Approach 180, 228, 521 154, 638, 398| 138, 505, 286] 154, 210, 916|157, 020, 298 157,101, 216
rek“ Internal Ratings-Based Approach 0 0 0 0 0 0
rs " g
:U_?_ Asset Securitization 7, 248, 829 760, 942] 1,024, 060 629 0 0
g Oper Basic Indicator Approach 15, 819, 638| 16, 6567, 182 14,901, 512| 14,993, 291| 15, 633, 843 15, 633, 843
@ p Standardized Approach/ Alternative 0 0 0 0 0 0
% tion | standardized Approach
;— risk [ advanced Measurement Approach 0 0 0 0 0 0
ﬁ Marke| Standardized Approach 6, 356, 923 5,137,292 4,298, 058| 3,225,875 5,666,525 7,481, 586
“ |t Risk | Internal Model Approach 0 0 0 0 0 0
Total Risk-weighted Assets 209, 653, 911( 177, 193, 814 158, 728, 916|172, 430, 711{ 178, 320, 666 180, 216, 645
Capital Adequacy Ratio 8. 85% 8. 45% 8. 89% 10. 01% 11. 65% 12.78%
Ratio of tier 1 capital to risk-weighted assets 4.74% 4. 90% 7. 20% 7. 85% 8. T1% 9. 02%
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Year(Noteh) Financial Data for the Past Five Years (Note2) Mar 31,2012
Item 2007 2008 2009 2010 2011
Ratio of tier 2 capital to risk-weighted assets 4.11% 3. 55% 1. 69% 2.16% 2. 94% 3. 76%
Ratio of tier 3 capital to risk-weighted assets 0 0 0 0 0 0
Ratio of common stocks to total assets 5. 35% 5. 36% 5.53% 4.53% 4. 14% 4.13%

Notel: All financial data for the most recent fp@ars was audited by CPA with the exception dirtejuarterly financial data for 2012.
Note2: The ratios are computed as follows:
i. Core equity= Tier 1 capitaltier 2 capitali-tier 3 capital
Total risk-weighted assets= Credit risk weightesbtss (operational risk + market risk) capital approjoiat 12.5.
Capital adequacy ratio= Regulatory capital/ Tasihvieighted assets.
Ratio of tier 1 capital to risk-weighted assetser T capital/Total risk-weighted assets.
Ratio of tier 2 capital to risk-weighted assetser Z capital/Total risk-weighted assets.
Ratio of tier 3 capital to risk-weighted assetser 3 capital/Total risk-weighted assets.
Common Stock to Total Assets Ratio= Common Stotd/Assets.
Note3: Any improvement measure to be taken wheratiosof core equity to risk-weighted assets(fsizded in accordance with article 44 of

the Banking Act) is lower than the statutory ratiot applicable.

i.
i.
il
iv.
V.
Vi.
Vi,

(Consolidated)

Unit: NT$
Year (Notel) Financial Data for the Past Five Years(Note?2)
Item 2007 2008 2009 2010 2011
Regulatol Common Stock 25,358,882 19,188,244 19,188,244 16,459,908 16,459,908
Cabi - :
y Capital Irredeemable non-cumulative preferred 0 0 0 0 0
stock
Non-cumulative subordinate debenture
with no maturity date 0 g 4 0 g
Capital collected in advance 0 0 0 0 0
Capital Surplus (excl. fixed asset
revaluation increment surplus) 33,811 33,811 33,811 33,81 33,81
Legal Reserve 107,813 107,817 0 0 352,974
Tierl capital| Special Reserve 240,655 240,655 0 0 874,473
Cumulative Profit/Loss -5,046,039 -6,256,008 -2,825,82% 1,176,594 1,826,61%
Minority Shareholding 0 1,616,592 1,728,522 214,532 225,047
Other Shareholders’ Equity -173,38 -334,471 -116,844 -801,428 -1,036,271
Less: Goodwiill 2,574,217 2,507,396 2,369,638 2,374,48% 2,119,709
Unamortized loss on sale of delinquent
| 0 0 0 0 0
Deduction items 2,289,832 583,936 1,755,38% 508,334 364,324
Total Tier 1 Capital 15,657,690 11,505,308 13,882,881 14,200,598 16,252,529
Iredeemable Cumulative Preferred Stogk 4,000,00 4,000,00(|) 4,000,00 3,025,088 3,025,088
Cumulative subordinate debentures witi no
maturity date 0 . v g Y
Fixed asset revaluation increment surpliis 0 0 0 0 0
45% of unrealized gain on financial asséts j
R 12,484 49,128 34,503 90,224 192,624
Convertible bonds 0 0 0 0 0
((j)é)kt)et;anng reserve and allowance for bad 878,541 0 16,353 0 23,894
Tier2 capitall, 5 term subordinate debentures 5,706,667 3,843,550 3,070,833  1,458,00 2,880,00
Redeemable preferred stocks 0 0 0 0 0
The sum of imredeemable non-cumulative
preferred stocks and non-cumulative 0 0 0 0 0
subordinate debentures with no maturity in
excess of 15% of total Tier 1 Capital
Less: Deduction items 2,289,832 583,934 935,694 410,987 364,324
Less: 50% of Cumulative Loss 0 0 2,825,82% 0 0
Total Tier 2 Capital 8,307,867 7,308,692 3,360,171 4,162,32% 5,757,287
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Year (Notel) Financial Data for the Past Five Years(Note?2)
Item 2007 2008 2009 2010 2011
Short-term subordinate debentures 0 0 0 0 0
Tier3 capital |Redeemable preferred stock 0 0 0 0 0
Total Tier 3 Capital 0 0 0 0 0
Regulatory Capital 23,965,55Y 18,814,000 17,243,052 18,362,918 22,009,81%
Credit Standardize_dApproach 194,310,086 169,321,71p 153,104,392 161,235,905 164,071,544
risk Internal Ratings-Based Approach 0 0 0 0 0
Asset Securitization 7.248,829 760,947 1,078,85% 54,474 37,184
. Basic Indicator Approach 16,606,550 17,915,629 16,297,550 16,722,350 17,361,014
] iq Standardized Approach/ Alternative Standardized
R el f o 4 4
ASSELS Advanced Measurement Approach 0 0 0 0 0
Market |Standardized Approach 15,461,962 8,577,007 5,196,627 3,314,25 5,790,138
risk |Internal Model Approach 0 0 0 0 0
Total Risk-weighted Assets 233,627,427 196,575,288 175,677,424 181,326,981l 187,259,88R
Capital Adequacy Ratio 10.26%| 9.57% 9.82% 10.139 11.759
Ratio of tier 1 capital to risk-weighted assets 6.70% 5.85% 7.90% 7.83% 8.68%4
Ratio of tier 2 capital to risk-weighted assets 3.56% 3.729 1.92% 2.30% 3.07%
Ratio of tier 3 capital to risk-weighted assets 0 0 0 0 0
Ratio of common stocks to total assets 5.06% 5.11% 5.33% 4.50% 4.10%

Notel: All financial data for the last five yearasraudited by CPA.
Note2: The ratios are computed as follows:

l.

I.
M.
V.
V.
VL.
VII.

Regulatory capitatTier 1 Capital-Tier 2 Capital-Tier 3 Capital

Total risk-weighted assetsCredit risk weighted assetgoperational risk + market risk) capital appromiax12.5.
Capital adequacy ratieRegulatory capitaf Total risk-weighted assets.

Tier 1 Capital to Risk Assets Ratie Tier 1 Capitgl Total risk-weighted assets.

Tier 2 Capital to Risk Assets Ratie Tier 2 Capitgl Total risk-weighted assets.

Tier 3 Capital to Risk Assets Ratie Tier 3 Capitgl Total risk-weighted assets.

Common Stock to Total Assets RatiocCommon Stock Total Assets.

Note3: Any improvement measure to be taken iféipial adequacy ratio (as calculated in accordatticevrticle 44 of the Banking Act) is
lower than the statutory ratio: Not applicable.
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3. Supervisors’ Report for the 2011 Financial Statemets

Union Bank of Taiwan Co., Ltd.

Supervisors’ Report

The Board of Directors of the Bank has preparedsarminitted the 2011
Business Report, Financial Statements (Includingiidz Sheet, Income
Statement, Statement of Shareholders’ Equity, S&ate of Cash Flows),
and proposal for allocating profits, of which, thR@ancial statements
(including consolidated statements of subsidiaies)e been audited by
CPA Mr. Ray Chang and Mr. Terence Huang of Deldtfeouche. The
above Business Report, Financial Statements amqbpabhave been
further determined to be correct and accurate btipervisors. Hence,
according to Article 219 of the Company Act, wedimr submit this
report.

Resident SupervisorYu-Pang Co., Ltd.
Representative Jia-Yi Wang [555

Sl

Supervisor Pao-Hsing Investment Co., Ltd.
Representative Zhen-Lu Lin ‘iﬁﬁem

-'”"g‘”’
Supervisor Si-Yong Lin &jﬁ

March 13, 2012

4. Financial Statements for 2011please refer to Page 113 to Page 177

5. Any Financial Difficulties Experienced by the Bankand its Affiliated
Enterprises in the Past Year and Current Year up tahe Printing Date of
the Annual Report, if yes, please narrate the impdaapon the Bank’s
financial conditions: None.
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1. Financial Status

In NT$ thousand

Year Difference
ltem Dec. 31, 2011 Dec. 31, 2010 ATOUN %
Cash & cash equivalent, Dug
from Central Bank and othe $110,172,36(1 $70,268,555 $39,903,806 57
banks
Financial assets at fair valug 8,167,543 3,017,823 5,149,720 171
through profit or loss
Secrities purchased under 251,626 39,500 212,126 537
re-sale agreements
E;T:”C'a' assets available fof 7,516,896 6,230,049 1,286,847 21
Discount & loans 190,679,993 189,657,099 1,022,894 1
Accounts Receivable 15,086,661 16,808,438 (1,721,777) (10)
Held-to-maturity investment 1,313,015 3,272,634 (1,959,619 (60)
Stock investments accountgd L
for under the Equity Method 1,114,794 1,050,576 64,218 6
Property & equipment 7,956,7p1 8,089,483 (132,782 (2)
Intangibles 2,119,709 2,374,48% (254,776 (12)
Other Financial Assets 49,631,216 57,137,087 (7,505,871 (13)
Other Assets 3,714,987 5,127,948 (1,413,011, (28)
Total Assets $397,725,462  $363,073,67|7 $34,651,776 10
E:fktso CenraliBanicElelS $7,007,256 $10,287,346  ($3,280,090) (32)
Deposits & Remittance 322,756,910 289,605,854 33,151,056 11
Financial liabilities _at fair 33,852 51.584 (17,732 (34)
value through profit or loss
Securities sold under R 4
re-purchase agreements 34,522,178 33,596,926 925,24 3
Accounts Payable 5,847,302 3,838,896 2,008,406 52
Borrowing from Central
Bank and Other Banks & 4,890,000 4,890,000 - 0
Financial Bills Payable
Preferred Stock Liabilities - - - -
Other Financial Liabilities 337,852 318,027 19,825 6
Other Liabilities 365,444 390,574 (25,130 (6)
Total Liabilities $375,760,789 $342,979,207 $32,781,58P2 10
Capital $19,484,996 $19,484,996 - -
Capital Surplus 33,811 33,811 - -
Retained Earnings 3,054,066 1,176,594 1,877,472 160
Unrealized Loss on Financial
ASStS (167,173 155,124 (322,297 (208
Cumulative translation (263,522 (640,778 377,256 (59)
adjustments
Shareholders’ Equity- Other (177,515) (115,277 (62,238 54
Egtj'tfhareho'ders $21,964,668 $20,094,470 $1,870,198 9
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1. The increase in cash and casfuivalents, due from Central Bank and Interbaikloans was a result
the increase in Central Bank time deposits.

2. The increase in financial assets (liabilities) @it #alue through profit or loss was dpgmarily to the
increase of investments in commercial paper, cetpdronds and NCD.

3. The decrease in held-to-maturity financial asseds due primarily to the significanépayment of th
Bank’s invested securities.

4, The decrease of other assets was due mainly tultiiecompleted amortizationn the
deferred sale of nonperforming loans as of theadr&eptember 2011.

5. The increase of account payables was cwEnly to the increase of payable

post-dated checks for clearance.
6. Theincrease in retained earnings was primarilytduecreases in net income.

2. Results of Operation
In NT$ thousand

o 2011 2010 Changein | Changein
0
Amount Amount PISLA 7o
Interest Income $6,662,358 $6,650,288 12,064 -
Income other than Interest 644.53¢ 250.27¢ 394.261 158
Income
Bad debt expense 121,50( 409,502 (288,002 (70)
Operating expense 4,964,012 4,658,552 305,46( 7
Wages & salaries 2,346,886 2,148,514 198,372 9
Depreciation & 301,954 374,07¢ (72,121 (19)
amortization expense
Other 2,315,172 2,135,963 179,209 8
administrative expense
Income (loss) before tax 2,221,380 1,832,512 388,864 21
Income tax benefits (expense) 394,765 422,087 (27,322 (6)
Net Profit (Loss) $1,826,615 $1,410,425 $416,190 30
Notes of change:
1. The increase of net income other than interestduasmainly to the fully completed
amortization, at end of September of 2011, on #ferded sale of nonperforming loans.
2. The decrease of bad debt expenses was due prin@iihprovement in the quality of the
Bank’s credit assets as a result of tighteningitpalicy.

3. Cash Flow
(1) Cash Flow Analysis for the Past Two Years
Year Change
tem 2011 2010 % )9
Cash flow ratio (%) 9.5(0 12.16 (2.66
Cash flow adequacy ratio (%) 4,162,73 2,664.04 1,498.69
Cash flow satisfaction ratio (%) 12146 54.14 (41.68

Analysis of changes in proportion:

1. The decrease in cash flow ratio was because theashtinflow from operating activities in 2011wgs
less than those of the previous year.

2. The increase in net cash flow adequacy ratio waslyneaused by the reason that the degree of cash
inflow from operating activities in 2011 was lardgban capital expenditure.
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generated by investment activities was more thasetlof the previous year.

3. The decrease of cafibw satisfaction ratio was mainly due to the reasan tiiie net cash outflo

W

(2) Liquidity Analysis for the Next Year

In NT$ thousand

Opening balance Expected cash infloy Total expected cas Expected Corrective measures for cash
of cash (outflows) from | inflows (outflows) | cash surplus (deficit deficiency
® operating activities ©) D+O+0 Investment | . ;
® Plan Financing Plarn
8,390,592 2,121,347 (1,569,512) 8,942,427 - -

1. Cash flow analysis:

(1) Operating activities: The increase was due to essigrowth and increases in operating revenue and

profitability.
(2) Investing activities: To meet the business demégrbaith.

(3) Financing activities: To meet the business dembgiebath in loans, and expansion of deposits.

2. Measures to finance cash deficiency and liquididhyais: None.

4. The Impact of Major Capital Expenditure During 2011 on the Bank’s

Financial

Operations

(1) Major Capital Expenditures and sources of funding:

In NT$ thousand

Sourcesq Dateof | Total Utilization of Actual or Estimated
Project Funding | Completior Funding Source of Funding
Actual or Estimate| Required 2008 2009 2010 2011 2012
Office equipment|  ~ Self- | December ;) g43 29664 20,761 190,728 22,488 111,138
funding 2012
Transportation | Self- | Decemben .7 oad 5614 729 10246 4984 23,853
equipment funding 2012
Other equipment | Self-| December) g g4 4480 29208 40,79 5367 14,704
funding 2012
Land Self- | Decembe d
funding 2012 202,415 194,851 0 7,564 0 0
Building & Self- | December
improvements funding 2012 283,418 46,73( 0| 236,274 414 304

(2) Expected benefits: Improve the Bank’s corporategenand service quality as
well as maintain a stable service network.

5. Reinvestment Policy, the Main Reasons for Profit oLoss, Corrective Action

Plan in 2011, and Investment Plan for the Next Year
(1) Reinvestment Policy
A. The Bank’s basic principles of reinvestment arbdon line with the
government policy, to carry out business diveratimn and to optimize
capital utilization. In addition, the bank will deace its related financial
business channels to provide customers with malsptvices and to create
an operating synergy for the group.
B. The Bank regularly performs assessment on the qmeaicce and risk of
reinvestments every year, and adopt an active nean@igt style to timely
adjust reinvestments according to the evaluatiothei financial and
business status, and keep track of each performance



(2) The Main Reasons for Profit or Loss, and Correétst®n Plan in 2011
A. The Bank’s Investment profit recognized in 201hlled NT$121,000,000
and the main items recognized are the operatingt ard cash dividend
income of the reinvestment business.
B. On December 14, 2011, the Bank’s Y28eeting of 7' Executive Board of
Directors approved the sale of the 21,672 sharéseofeinvestment
business, SaveCom International Inc., and recodrlee investment profit
in the amount of NT$108,800.
(3) Investment Plan for the Next Year
Will depend on the overall economic environment treBank’s operating strategy.

6. Risk Management
(1) Qualitative and Quantitative Information About Yfagious Risks:
A. Credit Risk Management System and Capital Requireme
a. Credit Risk Management System-2011

ltem

Contents

1. Credit risk
management strategi
and procedures

. Credit risk management strategy: The Bank has edd¢NION BANK

. Credit risk management objective: The Bank haséshked credit risk

. Credit risk management policy: The Bank has aintedantaining an

. Credit risk management procedure: The Bank has@meglprocedures su

credit risk management principle as the basisdo,giromote, manage and
execute the credit risk.

management mechanism to lower credit risk, anaeese the objective of
operating and management, and to attain a balataeén risk control and
business development.

adequate capital base within an acceptable levaledfit risk to complete
the objective of credit risk strategy and maxinmgeenue in
after-risk-adjusted.

as risk recognition, risk measuring, risk offsettirigk control and risk
reporting etc. to establish risk management system.

2. Credit risk
management
organization and
framework

. Board of Directors: The highest decision-making whithe Bank’s credit

. Assets and Liabilities Management Committee: Resptnfor reviewing

. Risk Management Dept.: Responsible for examiningigkemanagement

. Business Planning and Administration Dept.: Resjdss$or formulating

. Respective business units: Shall comply with thesrand regulations set

risk management policy. Responsible for reviewhg Bank’s credit risk
management policy.

the implementation of the Bank’s credit risk mamagat.
mechanisms established by the respective busidesisiatration
departments, performing the risk control and sutangjtthe risk control

report to the Board of Directors regularly.

the business management rules and control mechsuaisthsupervising the
performance of risk control of respective busingss.

forth by the Business Planning and AdministratiepBrtments while
conducting their day-to-day operations.
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ltem

Contents

3. Scope and
characteristics of
credit risk reporting
and measurement
system

Scope of Risk Reporting

1. All business administration departments reporhoAssets and Liabilities
Management Committee on a periodic basis regattimgtatus of busines
promotion and execution as well as informationtmnallocation of
risk-based assets.

on a periodic basis and reports to the Assets #atullities Committee with
respect to concentration of credit risks and admn@nt of the BIS targets
set for various business sectors. The Risk ManagebBept. also reports t
the Board of Directors on the various businessmelsiachieved, status o
nonperforming loans, concentration of credit riaksl the execution of
credit risk control measures.

Measurement System:

The Bank adopts the Standardized Approach to casrtpetcapital requireme

and regularly generates official risk management mspdhe Risk Manageme

Dept. and the respective business administratiparti®ents generate variou

risk exposure reports by business, industry, grotggit concentration or type

of collateral, to effectively measure and managelitirisks.

2. The Risk Management Dept. monitors the controhefBank’s credit limits$

5S

D
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4. Credit risk hedging
or risk reduction
policies, and strategie
and procedures for
monitoring the
effectiveness of
hedges and risk
reduction tools

The Bank employs suitable strategies such as esogetransfer, control and
undertaking to tackle possible credit risk lossealldbusiness units according
1o their respective business characteristics andeffesctive considerations.
The Bank’s IT system provides the relevant riskinfation to assist the Bank
management to perform risk monitoring procedurés Risk Management
Department reports the status of risk control messsta the Board of Directof
on a six-monthly basis.

(S

5.Method used to
provide the legal
capital

Standard Method.

b. Exposure after risk reduction & capital requiremientstandard method of

cred

it risk calculation

As of December 31, 2011
In NT$ thousand

Type of exposure Exposure after risk reduction|  Capital requirement
Sovereign states 109,948,804 0
Public departments other than the central goverinmen 2,278,627 36,454
Banks (including multiple development banks) 23,158,619 287,081
Enterprises (including securities and insurancepeni|s 36,340,993 2,838,127
Retailing credits 84,818,573 5,585,143
Residential real estate 77,401,787 2,897,22%
Investments in equity securities 118,793 38,014
Other assets 18,360,969 879,57(
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Total 352,427,16p

12,561,624

B. Risk Management System, Risk Exposure and CaitaliRment of Asset Securitization :
a. Risk Management System of Asset SecuritizatioQ1d 2

1. Management
strategy and
procedure of asset
securitization

(1)

(2)

Asset Securitization Strategy: The current assairgeation
investment positions held by the Bank belong to#ueking books
In principle the bank does not act in the capagitthe originating
bank of securitization products, but rather playshe investor to
earn stable income. The investment target prodaretsnainly otthe
investment grade with higher security.

Asset securitization procedure: Before making ibwest, the bank
evaluates the characteristics, credit rating, nstand risks of the
products to understand the security, liquidity anafitability.
Investment proposals should fiomitted to the Board of Managi
Directors for approval, and regularly review thepesure status on
the investment targets.

. Asset securitization
management
organization and
framework

The Bank does not act as the originating bankyo$ecuritized products. The
risks of positions invested are evaluated andweddy the investing unit and
the Bank’s risk management department periodically.

. Scope and
characteristics of
asset securitization
risk report and
measuring system

In addition to observing the global economy ancketanterest rate change in
connection with the investment on securitizati@upcts, regular evaluation and
monitoring on risk and income are performed perallyi and the results are

submitted to Asset-Liability Management committee e Board of Director.

. Asset securitization
hedging or risk
reduction policies,
and effective
strategies and
procedures for
controlling risk
hedging and risk
reduction tools

The relevant units shall review and control thesized products periodically.

. Approach to requirg

xStandard Method

the authorized capi]al

b. Status of Asset Securitization As of December 3112

None
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c. Exposure & Capital Requirement of Asset SecuriiiraAs of December 31, 2011
In NT$ thousand

45,141,688 0
45,141,688

Total Y

d. Information of Securitized commodities investmertoADecember 31, 2011
I.  Summary of Investment in Securitized commodities

USD: NTD=1: 30.290 In NT$ thousand

Held-to-maturity financial assets

248,794 0 0 248,794

CMO Non-active market debt instruments

44,723,018

44,723,018

Note: The above numbers do not include the amadumterest Receivable.

Information on Securitized commodities investmeheve the
initial cost of a single investment is in excesNa$H300 million

(excluding those held by the Originator for thepmse of credit
enhancement):

USD: NTD=1: 30.368

In NT$ thousand

Non-ag 20090529-
tive 20111230
Ginnie Mae market Ginnie o q
MO debt usD Mae |20140529- 4%~5% | AAA Monthly 40,368,349 40,368,34Pp
instru 20401220
&?}”; NIA
tive : 20090227
Fannie Mae | market o, | Freddie 55% | AaA Monthly 342,352 342,352
CcMO debt Mac 20141229
instru
ments

N/A




ii.  Securitized commodities held by the bank as thgirmator for
the purpose of credit enhancement

None

iii.  Bank acting as the buyer or liquidating buyer & itmpaired

assets of Securitized commodities
In NT$ thousand

None

lll.  Bank acting as the guarantor of, or the providdiquiidity facility for
the Securitized commodities

In NT$ thousand

None

C. Operation Risk Management System and Capital Rexnaint
a. Operation Risk Management System

2011

Strategies:

The Bank has enacted the “Operation Risk Manageguwgtélines of Union Bank of Taiwan” which
1. Operation risk serves as the basis for relevant business upietgoromote, manage and execute operations risk

. Imanagement.

management strategies apt . -
procedures The Bank has built up an operation risk managemedhanism through procedures for risk

identification, assessment, measuring, monitoriageporting.
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Item

Risks

2. Operational risk
management organizatio
and framework

Administration departments in daily operations.

3. Scope and characteris
of the operational risk
reporting and measurem
system

The Bank adapts the “Guidelines for Collection pé@tional Risk Information” and establishes the
“Operational Risk Reporting System” for all depatits to report any operational risk incident tdis
Management Department. The Risk Management Depateprts to the Assets and Liabilities
Management Committee and prepares the operai&oebntrol reports for submission to the Board
darectors regularly.

4. Operational risk hedgin
or risk reduction policies,
and strategies and

procedures for monitoring
the effectiveness of
hedges and risk reductior
tools

)

B.

The Bank evaluates the frequency and level oEinfla with respect to operation riskfoonted an
adopts a series of risk reduction measures stugance, outsourcing operation, procedure
improvement, personnel training enhancement, urggmbnse actions set up and risk hedging.
The Bank takes every possible operation risk mmsideration and build up acceptable action
measures while enacting operation manual for cogipts. In addition, External and internal
auditing are the enhancements of operation risleptien.

Risk Management Department informs Asset-Lialfiliynmittee about operation risk incidents

collected quarterly and reports the Board of Diretbie operation risk control status of all busnes

biannually.

5. Method used to provid
the legal capital

a}

-

Basic Indicator Approach.

b. Operation Risk Capital Requirement As of Dec.31,120

In NT$ thousand

1. Board of Directors: The top decision-making unthefBank’s operational risk management policy.
Responsible for reviewing the Bank’s operatioisiidmianagement policy.

2. Assets and Liabilities Management Committee: Resiiplerfor reviewing  the implementation |of
the Bank’s operational risk management.

3. Risk Management Dept.: Responsible for examiniagisk management mechanisms established
by the respective business administration depatgnmarforming risk control and the submitting|the

[ risk control report to the board of Directors ragyl

4. Business Planning and Administration Dept.: Regplerfer formulating the business management
rules and control mechanisms and supervising tfanmance of risk control of respective business
unit.

5. All business units: Shall comply with the rules sggllations set forth by the Business

of

Year Gross profit Capital requirement
2009 8,484,71

2010 8,577,52

2011 7,951,90

Total 25,014,148 1,250,707
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D. Market Risk Management System and Capital Requinéme
a. Market Risk Management Systen2011

Iltem

Contents

1. Market risk management
strategies and procedures

The Bank has enacted “UNION BANK market risk managat principle” approve

by the Board of Directors, as the basis for maisiemanagement.
The management procedure of market risk manageowains the following five
processes:

(1) Risk Identification: For items on/off the Balanckee®t, the bank

identify the market risk factors of various produand
investment business to evaluate the risk and defi@@agement
procedure and control mechanism.

(2) Risk Measurement: To cope with market risk quaatifin, there is at least o

assessment tool for each investment or transatherassessment tools inclt

mark-to-market, nominal principal, sensitivity ys#, value at risk and
pressure test.

(3 Risk Monitoring: Clearly define risk limits on rel@nt operation

regulations for all business and monitor by frequyeRisk
Management Department is in charge of the sumntazand
presentation of market risks for the Bank.

(4) Risk Reporting: Risk Reporting is divided into nmet reporting,
overrun reporting and exceptional reporting. Rautieports are
distributed to proper authorized level in accoraawith the List
of Separation of Duties; overrun reports shoulda&rpoverrun
status and suggest responsive measures; Excepports are
submitted by business unit before an event duenporary
business needs.

(5) Risk reduction: Risk reduction procedures suclsiadiedging, investment

portfolio adjustment, position allocation, stopslesd close new transactions.

o

ne
ide

2. Market risk management
organization and framework

Board of Directors: The top decision-making unibhaf Bank's market risk
management policy responsible for examining ancbeingy the Bank’s market
risk policy and the total risk limit targets forlalisinesses, and setting and
modifying the Bank’s market risk management orgioiz structure.
Asset-Liability Management Committee; Examine tlamagement reports and
information submitted by risk management departianeththe business units.

Risk Management Department: It is a dedicated emtignt risk management unit

executing three pillars related operation of BABEharket risk, planning and

building market risk measuring tools, and monitpeaacording to the risk limits for

different products.
Business Units: responsible for the execution if dearket risk management for
the business they handle, and reporting the m@ketnd investment status relal
information to proper authorization level.

3. Scope and characteristics

the market risk reporting and

measurement system

%f

Market Risk evaluated trading book position forous financial products and us
fair market value or evaluation model as basisdalarly evaluate the profit/loss
condition of the position held.

All business units and risk management departrhentdsmake relevant
management reports regularly and submit to prajleoidzation level.

Market risk management system combine with frosktfading position and
middle desk evaluation to generate sufficient médion for assisting all

management levels to execute each individual rgkitoring task, and can support
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the capital calculation method selected by a lmgknerate relevant internal and
external reports as the basis for managementateaigiking.

4. Market risk hedging or risk\When market risk is excessive or the position loméitop-loss limit has been exceededl.
reduction policies, and The bank will take following market risk reductioethod: hedging, portfolio adjustment,
strategies and procedures fOIposition adjustment, square stop-loss and stofraesaction.

monitoring the effectiveness pf
hedges and risk reduction topls

5. Method used to provide thétandardized Approach.
legal capital

b. Market Risk Capital Requirement
December 31, 2011
In NT$ thousand

Interest rate risk 8,694
Equity securities risk 318,438
Foreign exchange risk 126,190
Product risk 0
Total 453,322

E. Liquidity Risk Including the Analysis of Maturitiesf Assets and Liabilities, and
Also Specify the Approach to Manage the LiquidifyAgsets and Maturity Gap:
a. Maturity Analysis of NTD Assets and Liabilities
December 31, 2011
In NT$ thousand

Main capital
inflow on 344,234,261l 101,950,941 35,083,536 19,263,322 47,643,645 140,292,81}
maturity
Main capital
outflow on 390,799,219 45,524,553 36,244,152 44,824,33F  99,245,06] 164,961,110
maturity
Gap (46,564,958) 56,426,388 (1,160,616,)(25,561,015) (51,601,422) (24,668,293

Note: The above Table includes only New Taiwandb®llexcluding foreign currency) assets and iesilior Head Office,
domestic branches and offshore offices.

b. Maturity Analysis of USD Assets and Liabilities
December 31, 2011
In US$ thousand

Main capital

inflow on 1,750,579 112,25( 16,357 22,481 1,379 1,598,106
maturity

Main capital 2,115,683 876,64( 418,874 350,533 150,34¢ 319,29(
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outflow on
maturity

Gap (365,104 (764,390 (402,517) (328,046 (148,967 1,278,816

Note: The above Table includes foreign currency 8id equivalent) assets and liabilities for thedHefiice, domestic
branches and offshore offices.

(2)

3)

(4)

c. Approach to Manage Assets and Liabilities

i. The Bank’s assets and liabilities management mschapplies the asset
and liability interest rate sensitivity and gaplgsia for control purpose.
Presently, the Bank has set up the Assets & ltiabilManagement
Committee to provide guidance and, policy instomctind to manage interest
rate fluctuations and gaps. In addition to fullynitaring on interest rate,
senior executive meetings are called from timerte &s needed to exercise
overall adjustment and review the Bank’s asselianifties structure, and
present result to the Committee for approval.

ii.  Forthe interest rate risk of NTD and foreign aueres, the Bank employ
well-established trading and funding MIS to mardagly changes of deposit
and loan amounts, as well as the cost and balédepasits in various types
and terms. In addition, it will produce the analysifloating and fixed
interest rate deposits and loans, the analysitenést rate sensitivity and the
analysis of interest rate spread. The Bank wiltetabove mentioned
information and analyses to set up strategiestienest rate adjustment.

iii.  For foreign exchange risk, the Bank has desigrisgbendent and related
procedures for transaction settlement, and hasfsied the position control,
individual trader position control and stop-losstra etc.

iv. For liquidity risk, the Bank strictly monitor cash hands and the movement
of deposits and loans every day. Meanwhile, théBaa also launched the
mechanism to forecast, measure, calculate andreariyng for future needs
and changes of funding so as to realize curresiisstsameet the needs.

Domestic and Global Changes in Government PolicidsLagal Environment,
and the Effect on the Financial and OperationaiuStaf the Bank, and Response
Actions thereof:

In order to strengthen bank capital and implemsiktibased credit business, the
Financial Supervisory Commission, Executive Yuahakbanks to have more
than 1% loan coverage ratio starting from Janua®012, if a bank does not
reach more than 1% loan coverage rate, the applrsator new business will be
restricted. The Bank has increased its loan coeeraig to above 1% so it will
not be affected by the restriction mentioned above.

The Effect of Technological and Industrial Changeshe Bank’s Financial
Position and its Response Actions thereof: None.

The effect of change in the Bank’s corporate imagée Bank and its response
actions:

To effectively control communication quality withealia and avoid improper
handling of public relation crisis which may impaciterprise image, the Bank
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(5)

(6)

(7)

(8)

(9)

has implemented the spokesperson mechanism afidrseh Bank of Taiwan
Operation Crisis Counter Measures” and “Internghicant information
handling procedures”. Once there is incident dantatjie enterprise image, the
system will notify the relevant units accordingiatification SOP (standard
operating procedure). The spokesperson is resgerfsibanswering questions
and making statements to the public to prevent genfram spreading, and
effectively protect the Bank’s reputation and brandge.

Expected Result and Possible Risks of Mergers eqdigitions and Response Actions
thereof. None

Expected Result for Establishing More Businesstiats Possible Risk and Response
Actions Thereof:

The establishment of business unit will not ontyaase transaction volume of
deposits/loans but also improve profits as wedragide comprehensive services to our
customers. Nevertheless, there is possibilityttieeconomy of scale may not be
achieved due to poor branch location or the busmaivities may be below our
expectation. The Bank will then access the needslézation.

Risk in the Over Concentration of Business and étespAction thereof:

When business is concentrated, it could easily nbakeess income source
over-concentrated in one single industry or sirgistomer group. It is
vulnerable to industry cycle and could heightenribles borne by the Bank.
The Bank’s current credit and investment relatesirmss are all based on and
executed within the internal quota policy. The B&ak set regulations such as
“Credit/Market Risk Management Guideline”, “Regudbais governing the
Management of Enterprise Group Credit Risk”, “FgreCurrency Security
Investment Processing Guideline”, “Foreign Curre@egdit and Country Risk
Management Approach”, and “Investment Policy” t@sghten the
management of risk quota for all business.

The Bank’s Risk Management Department also mond@git quota, controls
status and reports the credit concentration relgui@Asset-Liability
Management Committee and the Board of Directors.

The Effect of Change in the Management of the BAogsible Risk and Response Action
Thereof: None

Legal Actions and Non-contentious Matters: None.

(10) Other Major Risks and Response Actions thereofeNon

. Contingency Plan

The Bank has enacted the “Essential Points fomt/Response Action to Disasters” and has
set up a crisis management taskforce, urgent ¢c@maceport mechanism to execute the
disaster rescue measures effectively. The vaiaggisess units shall perform the disaster
education training and drill in accordance withBaak’s “Instructions to Safety Protection”

and “Safety Protection Drill Implementation Plaarid shall also check and maintain the safety
facilities more than twice a year.

8. Other Important Matters: None
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1. Information on Affiliated Enterprises
(1) Organization Chart
Shareholding(%)
— Union Finance International (HK) Ltd (99.99%)

-

s

\

Union Information Technology Co., Ltd.

s

\

Union Finance & Leasing (Int'l) Corp.

J
. Union Capital
(Cayman)

(99.99%) Cor.

g (100%)
(100%)

J

)

s

Union Securities Investment Trust Co., Ltd. (35%)

/

New Asian
\Ventures Ltd.
(100%)

[Union Bank of Taiwan Co., Lt}.

Union Insurance Broker Co., Ltd.

(100%)

/

Union Finance
International (HK) Ltd

1996.04.23

Unit 18, 35/F, West Tower, Shun Tak
Centre, 200 Connaught Road, Central,
Hong Kong

106,589mport and export financing

Union Information
Technology Co., Ltd.

1998.08.10

Taipei, Taiwan

10F, No. 109, Sec. 3, Minsheng E. Road,

Distribution of computer hardware and

10,00(¢s0ftware, development of system programs,

outsourcing of system construction, webs
design and e-commerce services

ite

Union Finance &

Leasing (Int') Corp. 1996.11.11 9F3 137, Sec. 2, Nanking E. Road, Taipei, 700,000 Installment pyrchases, leasingpdoan an
[Taiwan car rental business

Union Securities

Investment Trust Co., 1998.12.22 6F3 137, Sec. 2, Nanking E. Road, Taigei, 300,00 gecurities ST v

Ltd. [Taiwan

Union Insurance Broker . 48 = )

Co., Ltd. 1997.08.04 3F, 137, Sec. 2, Nanking E. Road, Taipei, 5,000Life insurance agency, Property insurand

U [Taiwan lagency

®

Union Capital (Caymai

P.O.Box 1034,George Town, Grand

Ltd.

Islands.

businesses

Corp. 1997.07.23 (Cayman, Cayman Islands, British Wes| 1,644Installment purchase and lease investment
Indies. businesses
. P.0.Box 957,0ffshore Incorporations
NeWAsian ST 1997.10.27 |Centre,Road Towiprtola , British Virgin llinstallment purchase and lease investment
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(2) Information on Directors, Supervisors and Presidédtiffiliated Enterprises
December 31, 2011

Union Finance Director Union Bank of Taiwan (Representative: Jléiff) 30,000,00p 99.999994%
International (HK) Ltd |y, o oo Union Bank of Taiwan (Representative: Shiang-Chagy 2 0.000006%

Director Union Bank of Taiwan (Representative: Cheng-Yu Liu) g 0.009

Director Union Bank of Taiwan (Representative: Connie Tseng) R 0.009

Director & President |[Union Bank of Taiwan (Representative: Amanda Lin) i 0.009
Union Information [Chairman Union Bank of Taiwan (Representative: Sophia Huang)
[Technology Co., |Director Union Bank of Taiwan (Representative: Cheng-Yu Liu) T 0T
Ltd. Director Union Bank of Taiwan (Representative: Luke Yang) ' ' °

Supervisor Union Bank of Taiwan (Representative: Tiffany Yu)

President Sophia Huang i 0.009
Union Securities  |Chairman Kun-Che Investment Co., Ltd. (Representative: Mitgjng Ho)
Investment Trust [Director Kun-Che Investment Co., Ltd. (Representative: Weang\_ee) 5,399,66) 18%
Co., Ltd. Director Kun-Che Investment Co., Ltd. (Representative: TieNlae)

Supervisor Kun-Che Investment Co., Ltd. (Representative: CHaoan Tsai 0.719

President Lin-Yu Fan ] i
Union Finance & [Chairman Union Bank of Taiwan (Representative: Wei-Shin Shen
Leasing : A ; e
termational) Gor Director Union Bank of Taiwan (Representative: Herman Tu ) 70,000,000 100.00%
(International) Corfy, o 1o Union Bank of Taiwan (Representative: Cheng-Julehjsi

Supervisor Union Bank of Taiwan (Representative: Yin-Bor Chan)

President \Wei-Shin Shen d 0.009
Union Insurance [Chairman Union Bank of Taiwan (Representative: Chun-Hsiesngh
Broker Co., Ltd. i Union Bank of Taiwan (Representative: Tiffany Yu

prector . ekl . ) 500,000  100.00%

Director Union Bank of Taiwan (Representative: Sophie Hsu)

Supervisor Union Bank of Taiwan Co., Ltd. (Representative: Ksluan Shia

President Chun-Hsien Chang . 0.009

Di Union Finance & Leasing (International) Co., Ltd.
Union Capital =B (Representative: Wei-Shin Shen)

- . : . 50,00 100.00%
(Cayman) Corp Di Union Finance & Leasing (International) Co., Ltd.
ey (Representative: Cheng-Juh Hsieh)

Di Union Finance & Leasing (International) Co., Ltd.

New Asian Venturel2!"€ctor (Representative: Wei-Shin Shen)
- : - - 1 100.00%
Ltd. Di Union Finance & Leasing (International) Co., Ltd.
IS (Representative: Cheng-Juh Hsieh)

(3) General Information of Affiliated Enterprises

In NT$ thousan@xcept Earnings Per Share (NT$)

Union Finance

International (H.K.)
Notel

Ltd 106,589

272,31% 191,37%

80,94(

12,504

11,511

2,556

0.09

Union Information

Technology Co., Ltd.

10,00(

68,283 53,91(

14,373

138,03

(8,706

(8,472

Union Finance &

Corp.

Leasing (International)

700,001)

6,410,341 5,603,558

806,7813 1,431,41

1 113,87T

62,941

0.9¢

107



Union Securities

Investment Trust Co., 300,00 359,536 13311 346224 82,679 26,414 14,381 0.48

Ltd.

gglott:?surance Broker 5 5og 36,076 11,053 25025 383976 18844 15898  31.8(

g”‘on Capital (Caymal 1,644 490,936 21 490,915 0 (91 5334  106.7]
OI.Note2

New Asian Ventures Lid. 1 75,329 21 75,308 0 (70 (14,655

Note 1: HKD:TWD exchange rate as at Dec 31, 2011 was 3.8@&age exchange rate for year 2011 was.3.787
Note 2: USD:TWD exchange rate as at Dec 31, 2011 was 30aR@0Page exchange rate for year 2011 was 29.482.

(4) Consolidated financial statements of affiliatedegptises: please refer to Page
136.

(5) Relationships between the business activities octiediby affiliated
enterprises: please refer to Page 136.

2. Private placement of marketable securities and finacial
debentures in the past year and current year up tthe printing date
of the annual report: None.

3. Shares of the Bank held or disposed of by subsidi&s in the past
year and current year up to the printing date of tre annual report:
None.

4. Other necessary supplementsiione.

5. In order to implement International Financial Reporting Standards
(IFRS), for the financial effects on January 1, 202 (Opening
Balance day), the Bank and Subsidiaries adjust anadd net worth
in NT dollars391,409 (hereinafter the same), the tdcted items are
as follows:

(1) Employee Benefits: Decrease 391,409 thousand N&rddbr net worth, this
part will reduce the employee benefit expenses mazed in the future year.

(2) Investment type of Real Estate: Net worth increig885,292 thousand NT
dollars.

(3) Functional Currency: Net worth 3,740 thousand NTads.
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Branch Name

Address

Telephone

Head Office

3F, N0.109, Sec. 3, Minsheng E. RdngShan District, Taipei City 105, Taiwan (R.O.C.)

02)2718-0001

International Banking Dept

2F, No.109, Sec. 3, Minsheng E. Rd., Songshani&tistraipei City 105, Taiwan (R.O.C.)

(02)2718-0001

Trust Department 3F, No0.137, Sec. 2, Nanjing E. Rd., Chungshan iisfFaipei City 104, Taiwan (R.O.C.) (02)2507-4066
Credit Card Group 5F, N0.399, Rueiguang Rd., N&ifatrict, Taipei City 114, Taipei City 105, TaiwéR.O.C.) (02)2545-5168
Offshore Banking Branch 2F, No.109, Sec. 3, MinghEnRd., Songshan District, Taipei City 105, TaiR.O.C.) (02)2718-0001

Business Department

No.105, Sec. 1, Chengde RdgonD District, Taipei City 103, Taiwan (R.O.C.)

2§@556-8500

Taipei Branch

1F, No.109, Sec. 3, Minsheng E. Bdngshan District, Taipei City 105, Taiwan (R.O.C.)

(02)2718-0001

Changchun Branch

No0.328, Changchun Rd., Jhongstsarich Taipei City 104, Taiwan (R.O.C.)

(02)258588

Nanking East Road Branch

No0.137, Sec. 2, Nanjingd, Jhongshan District, Taipei City 104, Taiwind.C.)

(02)2515-1333

East Taipei Branch

No0.217, Sec. 5, Nanjing E. Bdngshan District, Taipei City 105, Taiwan (R.O.C.)

(02)2753-0900

Chunghsiao Branch

2F., No.5, Lane 223, Sec. 4,g#ian E. Rd., Da-an District, Taipei City 106, Taiw(R.O.C.)

(02)2773-3456

Jenai Branch

No0.401, Sec. 4, Ren-ai Rd., Da-aniftisTaipei City 106, Taiwan (R.O.C.)

(02)2781-836

Tungmen Branch

No0.101, Sec. 2, Sinyi Rd., Jhongjtigistrict, Taipei City 100, Taiwan (R.O.C.)

(025232345

Hoping Branch

No0.68-2, Sec. 3, Heping E. Rd., D®wtrict, Taipei City 106, Taiwan (R.O.C.)

(02)Z%2828

Chungshan Mini Branch

No0.83, Sec. 2, Jhongshand\.JRongshan District, Taipei City 104, TaiwandRC.)

(02)2571-7890

Kungkuan Branch

No0.272, Sec. 3, Roosevelt Rd.,giheng District, Taipei City 100, Taiwan (R.O.C.)

02(2369-2678

Sungchiang Branch No0.228, Songjiang Rd., JhongBlistrict, Taipei City 104, Taiwan (R.O.C.) (02)256601
Breeze Center Mini Branch 2F., No.39, Sec. 1, RuSinRd., Songshan District, Taipei City 105, TaiyR.O.C.) (02)8772-2858
Tunhwa Branch N0.209-1, Sec. 1, Dunhua S. Rd.,Bistrict, Taipei City 106, Taiwan (R.O.C.) (02y3~-3588

Taan Branch

No0.165, Sec. 4, Hsin-I. Rd., Da-an District, Tai@dy 106, Taiwan (R.O.C.)

(02)2704-9588

Tonghwa Mini Branch

No.74, Tonghua St., Da-an istTaipei City 106, Taiwan (R.O.C.)

(02)2739-5888

Yongchun Branch

No0.453, Sec. 5, Jhongsiao E. Ralyj Bistrict, Taipei City 110, Taiwan (R.O.C.)

2j748-0188

Yungchi Branch

No0.306, Yongji Rd., Sinyi Distridiipei City 110, Taiwan (R.O.C.)

(02)2748-0329

Neihu branch

No0.399, Rueiguang Rd., Neihu Distfiieipei City 114, Taiwan (R.O.C.)

(02)2658-6121
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Branc

Ry o L b A

™ %

Hsihu Branch

No0.88, Sec. 1, Neihu Rd., Neihu Distifaipei City 114, Taiwan (R.O.C.)

(02)8797-1537

Tachih Branch

No0.649, Mingshuei Rd., JhongshanridisiTaipei City 104, Taiwan (R.O.C.)

(02)2532-883

Shihtung Branch

No.9, Lane 91, Shihdong Rd., Shibistrict, Taipei City 111, Taiwan (R.O.C.)

(02y2B6161

Wenlin Branch

No0.758, Wunlin Rd., Shihlin Distridtaipei City 111, Taiwan (R.O.C.)

(02)2835-1818

Beitou Mini Branch

No0.68, Sec. 1, Jhongyang N. Beitou District, Taipei City 112, Taiwan (R.O.C.)

(02)2896-6333

Panchiao Branch

No0.226, Mincyuan Rd., Banciao RistNew Taipei City 220, Taiwan (R.O.C.)

(02)296600

Houpu Branch

No.77, Chongcing Rd., Banciao Distigw Taipei City 220, Taiwan (R.O.C.)

(02)2964-277

Sanchung Branch

No.10, Sec. 3, Chongsin Rd., Sagdbetrict, New Taipei City 241, Taiwan (R.O.C.)

02)2977-7666

North Sanchung Branch

No.245, Jhengyi N. Rd., SamgDistrict, New Taipei City 241, Taiwan (R.O.C.)

(02)2982-6226

Tenshin Branch

No.16, Sec. 3, Jhongsiao Rd., Sawgcbdstrict, New Taipei City 241, Taiwan (R.O.C.)

02(8982-1155

Luchou Branch No.80, Jhongjheng Rd., Lujhou Distfitew Taipei City 247, Taiwan (R.O.C.) (02)2848¢35
Chungho Branch No0.150, Jian 1st Rd., Jhonghe BisMiew Taipei City 235, Taiwan (R.O.C.) (02)822858
North Chungho Mini Branch | No.122, Sec. 3, JhongdRdn Jhonghe District, New Taipei City 235, Taiw&O.C.) (02)2221-9698
Shuanho Branch No0.222, Jhongjheng Rd., YongheiEtishtew Taipei City 234, Taiwan (R.O.C.) (02)29¢898
Yungho Branch No0.137, Sec. 2, Yonghe Rd., Yonghsridt, New Taipei City 234, Taiwan (R.O.C.) (025860808
Hsintien Branch N0.100, Mincyuan Rd., Sindian Bést New Taipei City 231, Taiwan (R.O.C.) (02)229989
Ankang Branch No0.161, Sec. 2, Ankang Rd., Sindiatridot, New Taipei City 231, Taiwan (R.O.C.) (02)2.-9088
Hsinchung Branch No0.601, Sihyuan Rd., Sinjhuangridts New Taipei City 242, Taiwan (R.O.C.) (02)852799

Fuguo Branch

No0.108, Fuguo Rd., Sinjhuang DistNew Taipei City 242, Taiwan (R.O.C.)

(02)2205-2299

Chungkung Mini Branch

No0.308, Jhonggang Rd., SiajfzuDistrict, New Taipei City 242, Taiwan (R.O.C.)

(02)2276-9678

Wugu Branch No.6-1, Sec.3, Chengtai Rd., Wugu RistNew Taipei City 248, Taiwan (R.O.C.) (02)225888
Linkou Branch No0.468, Jhongsiao Rd., Linkou Didtridew Taipei City 244, Taiwan (R.O.C.) (02)2600669

Shulin Branch

No.275, Jhonghua Rd., Shulin Distigw Taipei City 238, Taiwan (R.O.C.)

(02)8685-893

Hsichih Branch

No.159, Sec. 1, Sintai 5th Rd., iBipistrict, New Taipei City 221, Taiwan (R.O.C.)

02)8642-5289

Tucheng Branch

No.3, Chengtian Rd., Tucheng Distew Taipei City 236, Taiwan (R.O.C.)

(02)2268987
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Taoyuan Branch

No0.332, Sianfu Rd., Taoyuan Citgylian County 330, Taiwan (R.O.C.)

(03)339-5300

North Taoyuan Branch

No0.191, Yong-an Rd., Taoyuiy, Caoyuan County 330, Taiwan (R.O.C.)

(03)33%52

South Taoyuan Branch

Building A, No0.1308, ZhongsRdn Taoyuan City, Taoyuan County 330, Taiwan (R.D

(03)369-7388

Taoying Branch

No0.343, Taoying Rd., Taoyuan Citgpyuan County 330, Taiwan (R.O.C.)

(03)377-9797

Daye Branch

No0.388, Sec. 1, Daye Rd., Taoyuan CTiagyuan County 330, Taiwan (R.O.C.)

(03)357-7388

Chungli Branch No0.62, Sec. 1, Jhongyang W. Rd.ngh&ity, Taoyuan County 320, Taiwan (R.O.C.) @25-5111
North Chungli Branch No0.222, Yuanhua Rd., Jhongly,Craoyuan County 320, Taiwan (R.O.C.) (03)42631
Neili Branch No. 258, Sec. 1, Jhonghua Rd., Jhadiyji, Taoyuan County 320, Taiwan (R.O.C.) (03)4288
Chenshin Branch No.189, Jianxing Rd., Jhongli Cigoyuan County 320, Taiwan (R.O.C.) (03)428-0808
Gaorong Branch No.226, Sec. 5, Minzu Rd., Zhongif,d aoyuan County 320, Taiwan (R.O.C.) (03)49a-B7

Nankan Branch

No0.137, Jhongjheng Rd., Lujhu Towmshaoyuan County 338, Taiwan (R.O.C.)

(03)322-9699

Dajhu Branch

No0.43, Dasin Rd., Lujhu Township, Taeny County 338, Taiwan (R.O.C.)

(03)313-4688

Luzhu Branch No.3, Sec. 1, Ren’ai Rd., Luzhu TovimsFaoyuan County 338, Taiwan (R.O.C.) (03)2229.38
Hueilong Branch No0.253, Sec. 1, Wanshou Rd., GaeiSfownship, Taoyuan County 333, Taiwan (R.O.C.) 2)8209-0808
Gueishan Branch N0.688, Sec. 2, Wanshou Rd., Garisbwnship, Taoyuan County 333, Taiwan (R.O.C.) 3)309-2323
Lungtan Branch No0.245, Jhongjheng Rd., Longtan Tship) Taoyuan County 325, Taiwan (R.O.C.) (03)4188
Tayuan Branch No0.56, Jhongjheng E. Rd., Dayuan Bhipn Taoyuan County 337, Taiwan (R.O.C.) (03)3869
Hsinchu Branch No0.107, Jhongjheng Rd., Hsinchu 819, Taiwan (R.O.C.) (03)524-9966
Taichung Branch No0.9-5, Sec.2, Chungkang Rd., Siistrict, Taichung City 407, Taiwan (R.O.C.) (082B-5666
North Taichung Branch No.13, Sec. 3, Wunsin RdurSbistrict, Taichung City 407, Taiwan (R.O.C.) 4j2311-8555
Wenhsin Branch N0.208-1, Sec. 4, Wunsin Rd., NDittrict, Taichung City 404, Taiwan (R.O.C.) (04%320808
Beitun Branch No0.701, Sec. 4, Wunsin Rd., Beitustiitt, Taichung City 406, Taiwan (R.O.C.) (04)222636
Minchuan Branch No.135, Mincyuan Rd., West Districtichung City 403, Taiwan (R.O.C.) (04)2220-6789
Hsitun Branch No0.277, Sec. 2, Situn Rd., SitunristTaichung City 407, Taiwan (R.O.C.) (04)270152
Singchung Branch No0.406, Sec. 1, Fusing Rd., Sbigtrict, Taichung City 402, Taiwan (R.O.C.) (045224040
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Fongyuan Branch No0.102, Fucian St., Fongyuan Bisffiaichung County 420, Taiwan (R.O.C.) (04)2522@
Yuanlin Branch No0.785, Sec. 1, Jhongshan Rd., Yadrdwnship, Changhua County 510, Taiwan (R.O.C.) | 04)834-7666
South Yuanlin Branch No0.37, Sanmin St., Yuanlin fiship, Changhua County 510, Taiwan (R.O.C.) (043328

Chiayi Branch

No0.285, Jhongshan Rd., Chiayi Cit§,6Baiwan (R.O.C.)

(05)228-5908

East Chiayi Branch

No0.372-1, Gongming Rd., Chiayy 600, Taiwan (R.O.C.)

(05)229-3922

Tainan Branch

No.271, Sec. 4, Simen Rd., NorthridtsfTainan City 704, Taiwan (R.O.C.)

(06)251-3377

Fucheng Branch No0.92, Jhongjheng Rd., West Cets#lict, Tainan City 700, Taiwan (R.O.C.) (06)202866
Fuchiang Branch No.15, Sec. 3, Dongmen Rd., Easiti€ti Tainan City 701, Taiwan (R.O.C.) (06)260682
Kaiyuan Branch No0.229, Kaiyuan Rd., North Distritginan City 704, Taiwan (R.O.C.) (06)235-4445
South Tainan Branch No0.379, Sec. 1, Jinhua RdthIoistrict, Tainan City 702, Taiwan (R.O.C.) (06325663
Kaohsiung Branch No0.204, Guanghua 1st Rd., Lingig#ribt, Kaohsiung City 802, Taiwan (R.O.C.) (07822353

Lingya Branch

No.30, Sihwei 4th Rd., Lingya Distrigaohsiung City 802, Taiwan (R.O.C.)

(07)338-6033

Sanmin Branch

No0.73, Jiouru 1st Rd., Sanmin Distdaohsiung City 807, Taiwan (R.O.C.)

(07)389-0258

Chiuju Branch

N0.495, Jiouru 2nd Rd., Sanmin Distaohsiung City 807, Taiwan (R.O.C.)

(07)311-887

North Kaohsiung Branch

No0.548, Jiouru 2nd Rd., Saristrict, Kaohsiung City 807, Taiwan (R.O.C.)

7)822-3699

Fengshan Branch

No0.224, Kaisyuan Rd., Fongshani@isKaohsiung City 830, Taiwan (R.O.C.)

(07) 78885

Wouchia Branch

No0.173, Nanhua Rd., Fongshan Distabhsiung City 830, Taiwan (R.O.C.)

(07)721-5866

Pingtung Branch

No0.172, Minzu Rd., Pingtung Citingeung County 900, Taiwan (R.O.C.)

(08)732-6777

Ho Chi Minh Representative

Office

12F1.,8 Nguyen Hue Str., Dist.1, Ho Chi Minh Ciretnam

(848)3825-0407

Hong Kong Representative

Office

Unit 18, 35/F, West Tower, Shun Tak Centre, 200ranight Road, Central, Hong Kong

(852)2521-167

[ee]
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Union Bank of Taiwan

We have audited the accompanying balance shedtimioh Bank of Taiwan (the “Bank”) as of
December 31, 2011 and 2010, and the related stateno¢ income, changes in stockholders’
equity and cash flows for the years then ended.es&liinancial statements are the responsibility
of the Bank’s management. Our responsibility isetgress an opinion on these financial
statements based on our audits. However, we didumit the financial statements as of and for
the year ended December 31, 2010 of some equithadeinvestees: Union Bills Finance
Corporation, Union Finance International (H.K.) lifed, and Union Real-Estate Management
Corporation. The carrying amount of these equigthad investments was 0.04% (NT$147,266
thousand) of the Bank’s total assets as of Dece®be?010. The loss from these equity-method
investments was 1.26% (NT$23,181 thousand) of tleap income in 2010. The financial
statements of these investees were audited by atltitors, whose reports have been furnished to
us, and our opinion, insofar as it relates to tunts pertaining to these investees and to these
investees’ information mentioned in Note 35, isdshsolely on the reports of the other auditors.

We conducted our audits in accordance with the KR@leverning the Audit of Financial Statements
of Financial Institutions by Certified Public Acamiants and auditing standards generally accepted
in the Republic of China. Those rules and starglegduire that we plan and perform the audit to
obtain reasonable assurance about whether the cfalastatements are free of material
misstatement. An audit includes examining, onsaleasis, evidence supporting the amounts and
disclosures in the financial statements. An aaldio includes assessing the accounting principles
used and significant estimates made by managerasntell as evaluating the overall financial
statement presentation. We believe that our aadidsthe reports of the other auditors provide a
reasonable basis for our opinion.

As stated in Notes 15 and 26 to the financial statgs, the Bank sold a part of its nonperforming
loans to an asset management company in 2006 harigiaink deferred related losses, amortizable
over 60 months, as required by the Financial imstih Consolidation Law. Had these losses not
been deferred, there would have been increases 966,261 thousand in 2011 and

NT$1,587,321 thousand in 2010 in pretax income.soAthe balances of the other assets and
unappropriated earnings as of December 31, 2010vi@ve decreased by NT$965,255 thousand.

In our opinion, based on our audits and the repafrithe other auditors, except for the deferred
losses on nonperforming loans described in theegiag paragraph, the financial statements
referred to in the first paragraph present faiiyall material respects, the financial position of
Union Bank of Taiwan as of December 31, 2011 arD2@nd the results of its operations and its
cash flows for the years then ended, in conformity the Regulations Governing the Preparation
of Financial Reports by Public Banks, the Critési@averning the Preparation of Financial Reports
by Securities Firms, requirements of the Businessofinting Law and Guidelines Governing

Business Accounting relevant to financial accountistandards, and accounting principles
generally accepted in the Republic of China.
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We have also audited the consolidated financialestants of Union Bank of Taiwan and
subsidiaries as of and for the years ended Deceg&ihe2011 and 2010, on which we have issued a
qualified opinion in our report dated March 13, 201

As discussed in Note 3 to the financial statememnisJanuary 1, 2011, Union Bank of Taiwan
adopted the revised Statement of Financial Accagnstandards (SFAS) No. 34 - “Financial

Instruments: Recognition and Measurement” and #lynissued SFAS No. 41 - “Operating
Segments.”

March 13, 2012

Notice to Readers

The accompanying financial statements are interadygl to present the financial position, results

of operations and cash flows in accordance withoaating principles and practices generally

accepted in the Republic of China and not thoseryf other jurisdictions. The standards,

procedures and practices to audit such financiatesnents are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the auditors’ ré@ord the accompanying financial statements
have been translated into English from the origilinese version prepared and used in the
Republic of China. If there is any conflict betwelke English version and the original Chinese
version or any difference in the interpretationtioé two versions, the Chinese-language auditors’
report and financial statements shall prevail.
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UNION BANK OF TAIWAN

BALANCE SHEETS
DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Par Vale)

ASSETS

CASH AND CASH EQUIVALENTS (Note 4)

DUE FROM THE CENTRAL BANK AND OTHER BANKS (Notes &nd 26)

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LSS
(Notes 2, 6 and 30)

SECURITIES PURCHASED UNDER RESELL AGREEMENTS (Nofes
and 28)

RECEIVABLES, NET (Notes 2, 7, 8 and 26)

DISCOUNTS AND LOANS, NET (Notes 2, 8, 26 and 30)
AVAILABLE-FOR-SALE FINANCIAL ASSETS (Notes 2, 9, 26nd 30)
HELD-TO-MATURITY INVESTMENTS (Notes 2, 10 and 30)

INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD (Net 2
and 11)

OTHER FINANCIAL ASSETS, NET (Notes 2, 12, 13, 27da80)
Financial assets carried at cost
No active market debt instruments
Others
Other financial assets, net
PROPERTY AND EQUIPMENT (Notes 2, 14, 26 and 28)
Cost
Land
Buildings
Machinery and equipment
Transportation equipment
Leasehold improvements
Less: Accumulated depreciation
Prepayments for equipment
Net property and equipment
GOODWILL (Notes 2 and 16)
OTHER ASSETS (Notes 2, 15 and 24)

TOTAL

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

(With Deloitte & Touche audit report dated March 2812)

2011 2010

Amount Amount
8,390,592 8,944,278
101,781,769 61,324,277
8,167,543 3,017,823
251,626 39,500
15,086,661 16,808,438
190,679,993 189,657,099
7,516,896 6,230,049
1,313,015 3,272,634
1,114,794 1,050,576
450,451 452,581
44,723,018 50,878,823
4,457,747 5,805,683
49,631,216 57,137,087
3,530,860 3,529,565
5,048,139 4,980,750
1,368,261 1,409,042
262,815 267,157
346,487 332,035
10,556,562 10,518,549
2,612,672 2,467,723
7,943,890 8,050,826
12,811 38,657
7,956,701 8,089,483
2,119,709 2,374,485
3,714,937 5,127,948
$ 397,725,452 $ 363,073,677

% Increase
(Decrease)

(6)
66

171

537

(10

21

(60)

(12)
23)

(13)

©)
@)

(1)
(67)

@)
(11
(28)

10
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LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Call loans and due to banks (Notes 17 and 26)
Financial liabilities at fair value througiofit or loss (Notes 2, 6
and 30)
Securities sold under repurchase agreementsgRcad 28)
Payables (Notes 18 and 26)
Deposits and remittances (Notes 19, 26 and 30)
Bank debentures (Notes 20 and 30)

Other financial liabilities (Notes 26 and 30)
Other liabilities (Note 2)

Total liabilities

STOCKHOLDERS'’ EQUITY (Notes 2 and 22)
Capital stock
Common stock at par value of NT$10.00harized -3,000,000 thousan
shares; issued and outstanding - 1,645,991 thogwrds
Preferred stock
Total capital stock
Capital surplus
Donated capital
Treasury stock transactions
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Unrealized gain (loss) on financial instrutigen
Cumulative translation adjustments
Net loss not recognized as pension cost
Total other equity

Total stockholders’ equity

CONTINGENCIES AND COMMITMENTS (Notes 2 a28)

TOTAL

2011 2010
Amount Amount
7,007,256 $ 10,287,346
33,852 51,584
34,522,173 33,596,926
5,847,302 3,838,896
322,756,910 289,605,854
4,890,000 4,890,000
337,852 318,027
365,444 390,574
375,760,789 342,979,207
16,459,908 16,459,908
3,025,088 3,025,088
19,484,996 19,484,996
1,398 1,398
32,413 32,413
33,811 33,811
352,978 -
874,473 -
1,826,615 1,176,594
3,054,066 1,176,594
(167,173) 155,124
(263,522) (640,778)
(177,51% (115,277
(608,210 (600,93)
21,964,663 20,094,470
$ 397,725,452 $ 363,073,677

% Increase
(Decrease)

(32)

(34)
3
52
11

6
(6)

10

160
(208)

(59)
54

10



UNION BANK OF TAIWAN

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2011 2010
Amount Amount %
INTEREST REVENUE (Notes 2 and 26) $ 9,546,475 $ 9,166,812 4
INTEREST EXPENSE (Note 26) 2,884,122 2,516,524 15
NET INTEREST 6,662,353 6,650,288 -
NET REVENUES OTHER THAN INTEREST
Commissions and fee revenues (Notes 2 and 26) 1,796,137 1,917,872 (6)
Commissions and fee expenses (Note 2) 427,296 431,668 (D)
Net commissions and fees 1,368,841 1,486,204 (8)
Gain on financial assets and liabilities at fair value through
profit or loss (Notes 2 and 6) 20,137 287,503 (93)
Realized gain on available-for-sale financial assets (Note 2) 60,147 162,912 (63)
Investment income recognized under the equity method, net
(Notes 2 and 11) 90,714 5,152 1,661
Foreign exchange gain (loss), net (Note 2) 238,789 (170,169) 240
Impairment losses, net (Notes 2, 15 and 16) (291,916) (279,606) 4
Gain on unquoted equity investments (Note 2) 29,757 129,128 (77)
Gain on investments with no active market 18,858 - -
Gain on disposal of collaterals assumed, net 712 145,813 (100)
Securities brokerage fee revenues, net (Note 26) 69,975 84,221 (a7)
Amortization of loss on disposal of nonperforming loans
(Note 15) (965,261) (1,587,321) (39)
Other noninterest net revenues (expenses) (Note 26) 3,786 (13,559 128
Total net revenues other than interest 644,539 250,278 158
Total net revenues 7,306,892 6,900,566 6
PROVISION (Note 8)
Allowance for doubtful accounts 121,500 409,502 (79
OPERATING EXPENSES
Personnel expenses (Notes 2, 21 and 23) 2,346,886 2,148,514 9
Depreciation and amortization (Notes 2 and 23) 301,954 374,075 (29)
Others (Note 26) 2,315,172 2,135,963 8
Total operating expenses 4,964,012 4,658,552 7
INCOME BEFORE INCOME TAX 2,221,380 1,832,512 21
INCOME TAX EXPENSE (Notes 2 and 24) 394,765 422,087 (6)
NET INCOME $ 1,826,615 $ 1,410,425 30

(Continued)
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UNION BANK OF TAIWAN

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2011 2010
Before After Before After
Tax Tax Tax Tax
EARNINGS PER SHARE (NEW TAIWAN
DOLLARS; Note 25)
Basic $ 124 $ 1.00 $ 1.20 $ 0.92
Diluted $ 1.14 $ 094 $ 1.00 $ 0.77
The accompanying notes are an integral part of the financial statements.
(With Deloitte & Touche audit report dated March 13, 2012)
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UNION BANK OF TAIWAN

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

Other Equity
Retained Earnings (Accumulated Deficit) (Notes 2 and 22) Unrealized
Issued and Outstanding Issued and Outstanding Capital Surplus (Notes 2 and 22) Unappropriated Gain (Loss) Cumulative
Common Stock Preferred Stock (Note 22) Treasury Earnings on Financial Translation Net Loss Not Total
Shares Shares Donated Stock (Accumulated Assets (Notes 2,  Adjustment Recognized as Stockholders'
(In Thousands) Amount (In Thousands) Amount Capital Transaction Total Legal Reserve  Special Reserve Deficit) Total 9 and 30) (Note 2) Pension Cost Total Equity
BALANCE, JANUARY 1, 2010 1,918,824 $ 19,188,244 400,000 $ 4,000,000 $ 1,398 $ 32,413 $ 33,811 $ - $ - $ (5,651,650) $ (5,651,650) $ 17,065 $ 31,662 $ (88,902) $ (40,175) $ 17,530,230
Capital reduction to offset deficit (467,671) (4,676,712) (97,491) (974,912) - - - - - 5,651,624 5,651,624 - - - - -
Issuance of common stock for merger 194,838 1,948,376 - - - - - - - (233,805) (233,805) - - - - 1,714,571
Net income in 2010 - - - - - - - - - 1,410,425 1,410,425 - - - - 1,410,425
Change in unrealized gain on available-for-sale finassets - - - - - - - - - - - 127,783 - - 127,783 127,783
Change in recognition of equity-method investments - - - - - - - - - - - 10,276 (61,870) - (51,594) (51,594)
Change in net loss not recognized as pension cost - - - - - - - - - - - - - (26,375) (26,375) (26,375)
Change in translation adjustments - - - - - - - - - - - - (610,570 - (610,570 (610,570
BALANCE, DECEMBER 31, 2010 1,645,991 16,459,908 302,509 3,025,088 1,398 32,413 33,811 - - 1,176,594 1,176,594 155,124 (640,778) (115,277) (600,931) 20,094,470
Appropriation of 2010 earnings
Legal reserve - - - - - - - 352,978 - (352,978) - - - - - -
Special reserve - - - - - - - - 823,616 (823,616) - - - - - -
Net income in 2011 - - - - - - - - - 1,826,615 1,826,615 - - - - 1,826,615
Change in unrealized loss on available-for-sale finasseta - - - - - - - - - - - (299,774) - - (299,774) (299,774)
Change in recognition of equity-method investments - - - - - - - - - - - (22,523) 23,096 - 573 573
Change in net loss not recognized as pension cost - - - - - - - - - - - - - (62,238) (62,238) (62,238)
Special reserve for default and securities trading losses - - - - - - - - 50,857 - 50,857 - - - - 50,857
Change in translation adjustments - - - - - - - - - - - - 354,160 - 354,160 354,160
BALANCE, DECEMBER 31, 2011 1,645,991 $ 16,459,908 302,509 $ 3,025,088 $ 1,398 $ 32,413 $ 33,811 $ 352,978 $ 874,473 $ 1,826,615 $ 3,054,066 $ (167,173 $ (263,522 $ (177,515 $ (608,210 $ 21,964,663

The accompanying notes are an integral part of the finlesteizments.

(With Deloitte & Touche audit report dated March 13, 2012)
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UNION BANK OF TAIWAN

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

-120 -

2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,826,615 $ 1,410,425
Adjustments to reconcile net income to net cash provided by operating
activities
Depreciation and amortization 301,954 374,075
Allowance for credit and other losses 122,734 423,484
Amortization of premium on available-for-sale financial assets 38,575 35,768
Amortization of premium on held-to-maturity investments 18,815 11,118
Amortization of discount on no-active market debt instruments (316,053) (76,088)
Valuation loss (gain) on financial assets and liabilities atlue
through profit or loss 72,865 (90,184)
Realized gain on sale of available-for-sale financial assets (19,847) (131,305)
Investment income recognized under the equity method, net (90,714) (5,152)
Cash dividends received from equity-method investees 25,611 21,917
Gain on sale of financial assets carried at cost - (83,905)
Gain on sale of debt instruments with no active market (18,858) -
Impairment losses on assets, net 291,916 279,606
Amortization of loss from disposal of nonperforming loans 965,261 1,587,321
Gain on disposal of collaterals assumed, net (712) (145,813)
Loss (gain) on disposal of property and equipment, net (674) 6,846
Loss on the obsolescence of property and equipment 810 13,210
Deferred income taxes 223,403 219,885
Changes in operating assets and liabilities
Held-for-trading financial assets (2,572,520) (2,227,711)
Receivables 1,621,777 3,672,716
Held for trading financial liabilities 3,942 (19,047)
Payables 2,008,406 532,168
Accrued pension cost (1,056 (99
Net cash provided by operating activities 4,502,250 5,809,237
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in due from the Central Bank and other banks (40,457,492) (2,975,621)
Decrease (increase) in financial assets designated as atlfer v
through profit or loss (2,671,739) 50,313
Decrease (increase) in securities purchased under reselhagtee (212,126) 250,453
Increase in discounts and loans (1,048,064) (20,100,442)
Proceeds of the disposal of available-for-sale financial assets 3,496,832 11,869,859
Capital return on available-for-sale financial assets 983,000 295,000
Acquisition of available-for-sale financial assets (6,085,181) (6,557,087)
Capital return on held-to-maturity investments 2,005,929 7,208,662
Acquisition of held-to-maturity investments (52,125) (305,254)
Proceeds of the disposal of no active market debt instruments 4,309,903 -
Acquisition of investments accounted for by the equity method - (60,550)
Proceeds of the capital reduction of investee 2,130 3,195
(Continued)



UNION BANK OF TAIWAN

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

Received principal on debt instruments with no active market
Acquisition of debt instruments with no active market
Decrease (increase) in other financial assets

Acquisition of property and equipment

Proceeds of the disposal of property and equipment
Proceeds of the disposal of collaterals assumed

Increase in other assets

Acquisition of cash and equivalents from merger

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in call loans and due to banks
Increase in securities sold under repurchase agreements
Increase in deposits and remittances
Increase in other financial liabilities
Decrease in other liabilities
Issuance of bank debentures
Decrease in bank debentures

Net cash provided by financing activities
EFFECT OF EXCHANGE RATE CHANGES

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid
Income tax paid

2011 2010

$ 18,181,193 $ 51,461,371
(16,000,380)  (52,862,192)
1,334,936 (841,677)
(87,915) (114,737)
785 32,018
215,683 1,043,914
(60,558) (24,916)

- 896,765
(36,145,189 _ (10,730,92B
(3,280,090) (7,801,427)
925,247 3,504,638
33,151,056 18,481,663
19,825 74,349
(28,429) (343,568)
2,000,000 -
(2,000,00p (5,000,00p
30,787,609 8,915,655
301,644 (610,570
(553,686) 3,383,396
8,944,278 5,560,882
$ 8,390,592 $ 8,944,278
$ 2800638 $ 2,553,928
$ 191962 $ 53,165

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

(With Deloitte & Touche audit report dated March 13, 2012)
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UNION BANK OF TAIWAN

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Unless State@therwise)

1. ORGANIZATION AND OPERATIONS

Union Bank of Taiwan (the “Bank”) obtained approval from the Migistf Finance (MOF) to be
established on August 1, 1991 and was incorporated on December 31, 199artedt gperations on
January 21, 1992.

The Bank engages in activities allowed under the Banking Ldughwcover deposits, loans, discounts,
remittances, acceptances, issuance of guarantees and tdttersdit, short-term bills transactions,
investments, foreign exchange transactions, savings, trust, etc.

On the Bank’s merger with Chung Shing Bank, the Bank took over all of the aisddliies and operating
units of Chung Shing Bank on March 19, 2005.

The Bank merged with the Union Bills Finance CorporationKlJ&n August 16, 2010, with the Bank as
the survivor entity. Please refer to Note 34 for more merger infammat

As of December 31, 2011, the Bank’s operating units included BanKiugt, Wealth Management,
Security Finance, Bills Finance, International Banking Departnoénthe Head Office, an Offshore
Banking Unit (OBU), two overseas representative office¢long Kong and Vietnam, and 87 domestic
branches.

The operations of the Bank’s Trust Department are (1) trustdsssplanning, managing and operating;
and (2) custody of non-discretionary trust funds in domestic and agesseurities and mutual funds.
These foregoing operations are regulated under the Banking Law and Trust Law.

The Bank’s shares are traded on the Taiwan Stock Exchange.

As of December 31, 2011 and 2010, the Bank had 3,111 and 2,975 employees, respectively.

2. SIGNIFICANT ACCOUNTING POLICIES

The Bank’s financial statements have been prepared in confowitliythe Regulations Governing the
Preparation of Financial Reports by Public Banks, the Cri@oaerning the Preparation of Financial
Reports by Securities Firms, Business Accounting Law, GuidetBm&rning Business Accounting and
accounting principles generally accepted in the Republic of ChinaROC

Since the operating cycle cannot be reasonably identifigteibanking industry, accounts included in the
Bank’s financial statements were not classified as cuwemoncurrent. Nevertheless, accounts were
properly categorized in accordance with the nature of eaclumsicemd sequenced by their liquidity.
Please refer to Note 30 for maturity analysis of assets andtiesbili

Significant accounting policies are summarized as follows:

Foreign Currencies

Nonderivative foreign-currency transactions are recorded in Newah dollars at the rates of exchange in

effect when the transactions occur. Exchange differences afisimgsettlement of foreign-currency
assets and liabilities are recognized in profit or loss.
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At the balance sheet date, foreign-currency monetary assdt$iabilities are revalued using prevailing
exchange rates, and the exchange differences are recognized in profit or los

At the balance sheet date, foreign-currency nonmonetary éssgelisas equity instruments) and liabilities
that are measured at fair value are revalued using prevaittitange rates, with the exchange differences
treated as follows:

a. Recognized in stockholders’ equity if the changes in fair value argnieed in stockholders’ equity;
b. Recognized in profit and loss if the changes in fair value are recognigeafit or loss.

Foreign-currency nonmonetary assets and liabilities that are cardestaontinue to be stated at exchange
rates at trade dates.

If the functional currency of an equity-method investee is eidarcurrency, translation adjustments will
result from the translation of the investee’s financialestents into the reporting currency of the Bank.
These adjustments are accumulated and reported as a sepapirartdrof stockholders’ equity.

Accounting Estimates

Under the above guidelines, law and principles, certain estimateassumptions have been used for the
fair values of financial assets and liabilities; thevallace for doubtful accounts; depreciation of property
and equipment; income tax; pension cost; loss on pending litigatiesst impairment; allowance for
losses on guarantees; bonuses to employees, directors and sugeztéso Actual results may differ from
these estimates.

Basis of Financial Statement Preparation

The accompanying financial statements include the accounts ldeteOffice, OBU, all branches and the
representative offices. All interoffice transactions and bakhave been eliminated.

Basis of Fair Value Determination

Fair values of financial assets and financial liabgitée the balance sheet date are determined as follows:
publicly traded stocks - at closing prices; open-end mutual fusdaet asset values; bonds - at prices
quoted by the Taiwan GreTai Securities Market or Bloombergfinadcial assets and financial liabilities
without quoted prices in an active market - at values determinedvadingion techniques.

Securities Purchased or Sold Under Resell or Repunase Agreements

Securities purchased under resell agreements and secuidiesder repurchase agreements are generally
treated as collateralized financing transactions. Inte@sted on resell agreements and interest incurred
on repurchase agreement is recognized as interest incomeesinexpense over the life of each
agreement.

Financial Assets and Liabilities at Fair Value thraugh Profit or Loss

Financial instruments classified as financial assetsandial liabilities at fair value through profit or loss
(FVTPL) include financial assets or financial liabilitibeld for trading and those designated as at FVTPL
on initial recognition. The Bank recognizes a financial tags@ financial liability on its balance sheet
when the Bank becomes a party to the contractual provisions fihdineial instrument. A financial asset
is derecognized when the Bank loses control of its contradtims$ rover the financial asset. A financial
liability is derecognized when the obligation specified in tHevent contract is discharged, canceled or
expired.
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Financial instruments at FVTPL are initially measured ataue. Transaction costs directly attributable
to the acquisition of financial assets or financial liab#ited FVTPL are recognized immediately in profit
or loss. At each balance sheet date subsequent to initighigon, financial assets or financial liabilities

at FVTPL are remeasured at fair value, with changes indaiewecognized directly in profit or loss in the
year in which they arise. Cash dividends received subsdyigrdiuding those received in the year of

investment) are recognized as income for the year. On daigongof a financial asset or a financial

liability, the difference between its carrying amount ahd sum of the consideration received and
receivable or consideration paid and payable is recognizeafih @rloss. All regular way purchases or

sales of financial assets are recognized and derecognizedrateadate basis, except for bond trading
(settlement date basis).

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

Financial asset and financial liabilities that give tiseffsetting changes in fair values may be designated
as financial instruments at fair value through profit or lossliminate inconsistencies in measuring these
instruments. This FVTPL designation applies to some derivatstauiments and debt investments that do
not qualify for hedge accounting. If the hedging items are reigiiated as financial instruments at fair
value through profit or loss, an accounting inconsistency wikaecause the profits or losses resulting
from the hedged items will not be recognized during the same @erithtat for profits and losses generated
on the hedging items. To avoid this kind of inconsistency, thekBlesignated derivatives and debt
investments as financial instruments at fair value through pradfiser

Available-for-sale Financial Assets

Available-for-sale financial assets are initially meaduaefair value plus transaction costs that are directly
attributable to the acquisition. At each balance sheet dabseguent to initial recognition,
available-for-sale financial assets are remeasurediravdlue, with changes in fair value recognized in
equity until the financial assets are disposed of, at whiolk,tthe cumulative gain or loss previously
recognized in equity is included in profit or loss for the yeakll regular way purchases or sales of
financial assets are recognized and derecognized on a trade date basis.

The recognition, derecognition and the fair value bases of awflabtale financial assets are the same as
those of financial assets at FVTPL.

Cash dividends are recognized on the ex-dividend date, except folerdigi distributed from the

pre-acquisition profit, which are treated as a reduction of imeg cost. Stock dividends are not
recognized as investment income but are recorded as an inanets® iumber of shares. The total
number of shares subsequent to the increase is used for ratacolf cost per share. The difference
between the initial cost of a debt instrument and its maturity amounbigized using the effective interest
method, with the amortized interest recognized in profit or loss.

An impairment loss is recognized when there is objective ewdémat the financial asset is impaired.
Any subsequent decrease in impairment loss an equity instrumessifieth as available-for-sale is
recognized directly in equity. If the fair value of a debstiument classified as available-for-sale
increases as a result of an event that occurred aftemghesirment loss was recognized, the decrease in
impairment loss is reversed to profit.
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Held-to-maturity Financial Assets

Held-to-maturity financial assets are carried at ammdtizost using the effective interest method.
However, the straight-line method is used if there are no signifiltff@tences between the results of using
the effective interest method and the straight-line methodld-tdematurity financial assets are initially
measured at fair value plus transaction costs that amldiegtributable to the acquisition. Profit or loss
is recognized when the financial assets are derecognizedjraohpar amortized. All regular way
purchases or sales of financial assets are accounted for using datadbasis.

An impairment loss is recognized when there is objective re@éhat the investment is impaired. The
impairment loss is reversed if an increase in the investmestoverable amount is due to an event that
occurred after the impairment loss was recognized; howeveradhested carrying amount of the
investment may not exceed the carrying amount that would havedetermined had no impairment loss
been recognized for the investment in prior years.

Other Financial Assets

Investments in equity instruments with no quoted prices in areactarket and with fair values that cannot
be reliably measured, such as non-publicly traded stocks, are nikagutkeir original cost. The
accounting treatment for dividends on financial assets carriedsatis the same as that for dividends on
available-for-sale financial assets. An impairment issecognized when there is objective evidence that
the asset is impaired. A reversal of this impairment loss idaligd.

Bond investments with fixed or determinable payments and wittuoted prices in an active market are
carried at amortized cost using the effective intereshodet The accounting treatment for these bond
investments is the same as that for held-to-maturity finhassets, except for the absence of restriction on
the timing of their disposal.

Nonperforming Loans

Pursuant to “Regulations Governing the Procedures for Bankiritutimsts to Evaluation Assets and Deal
with Nonperforming/Nonaccrual Loans” issued by the Ministry ofaRce, the balances of loans and other
credits extended by the Bank and the related accrued indeeedlassified as nonperforming when the loan
is overdue and when this classification is approved by the boardremftads. Nonperforming loans
reclassified from loans are classified as discounts and;lo#imerwise, these loans are classified as other
financial assets.

Allowances for Credit Losses and for Losses on Guantees

In determining the allowances for credit losses and foreogm guarantees, the Bank assesses the
collectibility of the balances of discounts and loans, rebd#ga nonperforming loans, and other financial
assets as well as guarantees and acceptances for the spafor general risks as of the balance sheet
dates.

Under the regulations issued by Ministry of Finance (MOF), the Bank evatuatitlosses on the basis of
the estimated collectibility.

The MOF regulations also require the grouping of loans intetfies classes: Normal, special mention,
substandard, with doubtful collectibility and uncollectible; the mimn allowances for credit losses and
for losses on guarantees for the non-normal loans should be 2%,50080and 100% of outstanding
credits, respectively.

Later, the MOF issued a guideline stating that, within theses/from January 1, 2011, the normal loans
should have a minimum allowance of 0.5%, with the allowanceséfaur non-normal loans remaining
the same. The Bank believes it can meet this new allowago@ement within three years from January
1, 2011.
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Loan write-offs that are made in accordance with MOF guidefindswith the board of directors’ approval
are offset against the recorded allowance for credit losses.

As discussed in Note 3 to the financial statements, on Janu2@11, the Bank adopted the third-time
revised Statement of Financial Accounting Standards (SFA8) 3 - “Financial Instruments:
Recognition and Measurement.” One of the main revisions as tthe impairment of receivables
originated by the Bank should be covered by SFAS No. 34. Accountwalgleeare assessed for
impairment at the end of each reporting period and consideredrétipainen there is objective evidence
that, as a result of one or more events that occurredthéénitial recognition of the accounts receivable,
the estimated future cash flows of the asset have bésieaf. Objective evidence of impairment could
include:

e Significant financial difficulty of the debtor;
e Accounts receivable becoming overdue; or
e |t becoming probable that the debtor will enter into bankruptcy or undergoifiheemrganization.

Accounts receivable that are assessed as not impaired indliviggafurther assessed for impairment on a
collective basis. Objective evidence of impairment of @@l of accounts receivable could include the
Bank’s past experience of collecting payments and an inciedlse number of delayed payments, as well
as observable changes in national or local economic conditions thaatowih defaults on receivables.

The amount of the impairment loss recognized is the differencebetthie asset carrying amount and the
present value of estimated future cash flows, after taking ictwat the related collaterals and guarantees,
discounted at the receivable’s original effective interest rate.

The carrying amount of the accounts receivable is reduced thtbeghse of an allowance account.
When accounts receivable are considered uncollectible, theyritien off against the allowance account.
Recoveries of amounts previously written off are credited toatlmevance account. Changes in the
carrying amount of the allowance account are recognized as bad debt inrndasfg.

Impairment of Assets

If the recoverable amount of an asset (mainly property and eguipmtangible assets and investments
accounted for by the equity method) is estimated to be lasstthcarrying amount, the carrying amount of
the asset is reduced to its recoverable amount. An impdiloes is charged to earnings unless the asset
is carried at a revalued amount, in which case the impairtossitis first treated as a reduction of the
unrealized revaluation increment and any remaining loss is chargeaitysar

If an impairment loss reverses, the carrying amount of thet Bsecreased accordingly, but the increased
carrying amount may not exceed the carrying amount that would hawaeléEemined had no impairment
loss been recognized for the asset in prior years. A réveirsan impairment loss is recognized in
earnings, unless the asset is carried at a revalued amowhichcase the reversal of the impairment loss
is first recognized as gain to the extent that an impairhesston the same revalued asset was previously
charged to earnings. Any excess amount is treated as an incrdesarnnealized revaluation increment.

For the purpose of impairment testing, goodwill is allocated ¢th @& the relevant cash-generating units
(CGUs) that are expected to benefit from the synergies adipaisition. A CGU to which goodwill has
been allocated is tested for impairment annually or whenever ithemn indication that the CGU may be
impaired. If the recoverable amount of the CGU becomes lasstthcarrying amount, the impairment is
allocated to first reduce the carrying amount of the goodwdcated to the CGU and then to the other
assets of the CGU pro rata on the basis of the carryiogranof each asset in the CGU. A reversal of an
impairment loss on goodwill is disallowed.
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For long-term equity investments on which the Bank has significioence but over which it has no
control, the carrying amount (including goodwill) of each investhis compared with its own recoverable
amount for the purpose of impairment testing.

Investments Accounted for by the Equity Method

Investments in which the Bank holds 20 percent or more of theste®s’ voting shares or exercises
significant influence over the investees’ operating and fidpmlicy decisions are accounted for by the
equity method.

The acquisition cost is allocated to the assets acquired aitities assumed on the basis of their fair
values at the date of acquisition, and the acquisition costcese of the fair value of the identifiable net
assets acquired is recognized as goodwill. Goodwill is not teeedr The fair value of the net
identifiable assets acquired in excess of the acquisitidnisosed to reduce the fair value of each of the
noncurrent assets acquired (except for financial assets otlnentlestments accounted for by the equity
method, noncurrent assets held for sale, deferred income tax pssptéd pension or other postretirement
benefit) in proportion to the respective fair values of the nowantiassets, with any excess recognized as
an extraordinary gain.

Profits from downstream transactions with an equity-methodsiaeeare eliminated in proportion to the
Bank’s percentage of ownership in the investee; however, if éiné Bas control over the investee, all the
profits are eliminated. Profits from upstream transactionis avit equity-method investee are eliminated
in proportion to the Bank’s percentage of ownership in the investee.

When the Bank subscribes for its investee’s newly issued stibeepercentage different from its current
percentage of ownership in the investee, the Bank records éimgechin its equity in the investee’s net
assets as an adjustment to investments, with a correspomdingtacredited or charged to capital surplus.
When the adjustment should be debited to capital surplughéuwtapital surplus arising from long-term
investments is insufficient, the shortage is debited to retainathgar

When the Bank’s share in losses of an investee over whichahlk s significant influence equals its
investment in that investee plus any advances made to thdeimyvése Bank discontinues applying the
equity method. The Bank continues to recognize its share in losses of thedri/ést the Bank commits

to provide further financial support to the investee or (b) dlseds of the investee are considered to be
temporary and sufficient evidence shows imminent return to profitability.

When the Bank’s share in losses of an investee over wiicBdnk has control exceeds its investment in
the investee, unless the other stockholders of the investeeasaumed legal or constructive obligations

and have demonstrated the ability to make payments on behb# bfvestee, the Bank has to bear all of

the losses in excess of the capital contributed by stockhaltithie investee. If the investee subsequently
reports profits, these profits are first attributed to tlemlBto the extent of the excess losses previously
borne by the Bank.

Property and Equipment

Property and equipment are stated at cost less accumulapedciddon. Major additions and
improvements to property and equipment are capitalized, wideairs and maintenance are expensed
currently.

Depreciation is provided on a straight-line basis over etiuinaseful lives as follows: buildings and
improvements, 50 to 55 years; machinery and equipment, 3 tor§; yemsportation equipment, 3 to 5
years; and leasehold improvements, 5 years. Property and equigithentuse beyond their original
estimated useful lives are further depreciated over their nevityatet! useful lives.

Upon sale or disposal of property and equipment, their cost and reletadulated depreciation are
removed from their respective accounts. Any resulting gain (losgdied (charged) to current income.
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Goodwill

Goodwill arising on the acquisition of another company was preyiansortized over the estimated life of
five years. Effective January 1, 2006, based on the newlgsedleStatement of Financial Accounting
Standards No. 37 - “Intangible Assets,” goodwill is no longer amemitiand instead is tested for
impairment annually.

Collaterals Assumed

Collaterals assumed (included in other assets) are recaradedt, which includes the assumed prices and
any necessary repairs to make the collaterals saleableyvahated at the lower of cost or net realizable
value as of the balance sheet date.

Other Assets

Deferred charges, which include the costs of computer systétware and telephone installation, are
amortized on the straight-line basis over five years.

The loss on sale of nonperforming loans should be recognized in thefydmposal to comply with
accounting principles generally accepted in the Republic mfaCh In addition, the difference between the
carrying amount and selling price of the nonperforming loans didpafsis amortized over 60 months in
accordance with Rule No. 15 of the Financial Institution Consolidation Lave (N9t

Pension Cost

Pension cost under a defined benefit plan is determined by attuan@tions. Contributions made under
a defined contribution plan are recognized as pension cost duringedinan which employees render
services.

Curtailment or settlement gains or losses on the defined bgiafitare recognized as part of the net
pension cost for the year.

Compound Instruments

The components of compound instruments are treated separatelpilitieiaand equity instrument in

accordance with the substance of the contractual arrangenfgnthe date of issue, the fair value of the
liability component is estimated using the prevailing markeég¢rest rate for a similar noncompound
instrument (including any embedded non-equity derivatives). Thiwvdlie is recorded as a liability on
an amortized cost basis until the liability is extinguiskoed instrument conversion or maturity. The
carrying value of the equity component is determined by dedud¢tengrhount of the liability component
from the fair value of the compound instrument as a whole. @d#ig/ing value is recognized and
included in equity and is not subsequently remeasured.

Based on the newly released Statement of Financial Accoustamglards No. 36 - “Financial Instruments:
Disclosure and Presentation,” transaction costs of bondadsm or after January 1, 2006 are allocated in
proportion to the liability and equity components of the bonds.

Reserve for Default Losses
Under the regulations of the Securities and Futures Burd#®)) (8he Bank will provide a default reserve
equal to 0.0028% of the total consigned trades monthly until the atatiech reserve reaches $200,000

thousand. This reserve is used only to offset actual losses resudtingudstomers’ default or other losses
as approved by the SFB.
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Reserve for Securities Trading Losses

Under the regulations issued by the SFB, the Bank recognizagiagttoss reserve monthly at 10% of the
net gain on sale of securities until this reserve reaches $200@@ahd. It should be used only to offset
actual losses on the sale of securities.

Under the Financial Supervisory Commission letter No. 09900738571 kkleasdanuary 11, 2011,
securities firms became no longer required to recognizedderve for default losses and reserve for
securities trading losses from January 1, 2011.

Income Tax

The Bank applies the intra-year and inter-year allocation mettwoits income tax, whereby deferred
income tax assets and liabilities are recognized for theftagt® of temporary differences, unused loss
carryforwards and unused tax credits. Valuation allowanceprawdded to the extent, if any, that it is
more likely than not that deferred income tax assets will not be realized.

Tax credits for research and development expenditures are reabgsizg the flow-through method.

Adjustments of prior years’ tax liabilities are added to or deducted frerourrent year’s tax provision.

According to the Income Tax Law, an additional tax at 10%nafppropriated earnings is provided for as
income tax in the year the stockholders approve the retention of earnings.

Recognition of Interest Revenue and Service Fees
Interest revenue on loans is recorded by the accrual method. téMestnrevenue is recognized in the
accompanying financial statements on loans and other crethtsded by the Bank that are classified as

nonperforming loans. The interest revenue on these loans/creditsgmized upon collection.

Under a Ministry of Finance regulation, the interest revenueredlits covered by agreements that extend
their repayment periods is recorded as deferred revenue and recognieeenaie upon collection.

Service fees are recorded as revenue upon receipt and sabstamipletion of activities involved in the
earnings process.

Contingencies
A loss is recognized if it is probable that an asset has inggaired or a liability has been incurred and the
amount of loss can be reasonably estimated. If the impairmenbiddigbility incurrence is possible and

the related amount cannot be reasonably estimated, a footnotesualiscbf the circumstances that might
give rise to the possible loss or liability should be made.

. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES

Financial Instruments

On January 1, 2011, the Bank adopted the newly revised Statemeiman€i&l Accounting Standards
(SFAS) No. 34 - “Financial Instruments: Recognition and Measuteindmong the main revisions is

the inclusion of loans and receivables originated by the Bank ath@engems now covered by SFAS
No. 34.
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Operating Segments

On January 1, 2011, the Bank adopted the newly issued SFAS No. 41 ati@pesegments.” The
statement requires that segment information be disclosed ona#ie @ the information about the
components of the Bank that management uses to make operatirigndeciSFAS No. 41 requires the
identification of operating segments on the basis of inteegdrts that are regularly reviewed by the
Bank's chief operating decision maker in order to allocateuress to the segments and assess their
performance. This statement supersedes SFAS No. 20 - “SegmewttifiRe” For this accounting
change, the Bank restated the segment information as of andefgear ended December 31, 2010 to
conform to the disclosures as of and for the year ended December 31, 2011.

. CASH AND CASH EQUIVALENTS

December 31

2011 2010
Cash on hand $ 3,730,621 $ 3,256,466
Checks for clearing 3,635,427 1,639,146
Due from banks 1,024,544 4,048,666

$ 8,390,592 $ 8,944,278

. DUE FROM THE CENTRAL BANK AND OTHER BANKS

December 31

2011 2010
Due from the Central Bank
Deposit reserve - checking account $ 7,343,378 $ 3,652,952
Required deposit reserve 8,408,101 7,642,173
Deposit reserve - foreign-currency deposits 30,290 29,152
Deposit account in Central Bank 86,000,000 50,000,000

$ 101,781,769 $ 61,324,277
Under a directive issued by the Central Bank of the ROC, N@wah dollar (NTD)-denominated deposit
reserves are determined monthly at prescribed rates oagaviealances of customers’ NTD-denominated
deposits, which are subject to withdrawal restrictions.
In addition, the foreign-currency deposit reserves are deterna@headtes prescribed for balances of
foreign-currency deposits. These reserves may be withdrawn momeatakihre noninterest earning.

. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

December 31

2011 2010
Financial assets held for trading
Commercial paper $ 3,575,646 $ 2,618,625
Negotiable certificates of deposit 1,512,400 -
Domestic quoted stocks 98,257 33,093
(Continued)
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December 31

2011 2010
Government bonds $ 51,983 $ 52,741
Corporate bonds 50,735 51,004
Forward exchange contracts 110,757 164,207
Currency swap contracts 8,033 5,152
Option contracts 997 7,491

5,408,808 2,932,313
Financial assets designated as at fair value through profit or loss

Corporate bonds 2,758,735 85,510
$ 8,167,543 $ 3,017,823

Financial liabilities held for trading

Forward exchange contracts $ 32,292 $ 43,947
Currency swap contracts 563 168
Option contracts 997 7,469
$ 33852 $§ 51.584

(Concluded)

The Bank engaged in derivative transactions in 2011 and 2010 maimtgdmmodate customers’ needs
and manage its exposure positions. The financial risk mareaeshject of the Bank was to minimize
risks due to changes in fair value or cash flows.

The contract amounts (notional amounts) of derivative transadtoreccommodating customers’ needs
and managing its exposure positions as of December 31, 2011 and 2010 were as follows:

December 31

2011 2010
Forward exchange contracts $ 9,271,383 $ 7,125,486
Currency swap contracts 15,762,905 8,450,517
Option contracts
Buy 503,266 440,489
Sell 503,266 440,489

The gains or losses on financial assets and liabilitiésiratalue through profit or loss in 2011 and 2010
were as follows:

2011 2010

Net gain on financial assets at fair value through profit or loss $ 123,034 $ 201,421
Net gain (loss) on financial liabilities at fair value through profit or

loss (102,897 86,082
Gain, net $ 20,137 $ 287,503
Realized gain $ 93,002 $ 197,319
Unrealized gain (loss) (72,869 90,184
Gain, net $ 20,137 $ 287,503
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The financial instruments at fair value through profit or lassounting to $3,677,469 thousand and
$2,722,740 thousand as of December 31, 2011 and 2010 had been sold under repurchase agreements.

. RECEIVABLES, NET

December 31

2011 2010

Accounts receivable $ 13,480,088 $ 15,139,486
Asset-backed commercial paper 1,561,672 1,608,794
Interest receivable 605,686 612,842
Interbank clearing fund receivable 300,685 304,458
Income tax refund receivable 145,259 268,013
Receivable on disposal of property and equipment 138,783 309,605
Acceptances receivable 106,760 131,767
Collection receivable 64,244 62,880
Others 15,062 84,762

16,418,239 18,522,607
Less: Allowance for credit losses 1,331,578 1,714,169

$ 15,086,661 $ 16,808,438

. DISCOUNTS AND LOANS, NET

December 31

2011 2010

Discounts and overdraft $ 87,178 $ 118,064

Accounts receivable - financing 99,528 133,336
Loans

Short-term - unsecured 15,163,198 14,734,833

- secured 35,873,027 28,246,782

Medium-term - unsecured 8,511,019 9,812,574

- secured 27,165,831 24,847,313

Long-term - unsecured 5,964,654 7,824,029

- secured 99,023,101 103,958,979

Import and export negotiations 117,814 84,434

Overdue loans 601,434 1,332,448

192,606,784 191,092,792

Less: Allowance for credit losses 1,926,791 1,435,693

$ 190,679,993 $ 189,657,099

As of December 31, 2011 and 2010, the balances of nonaccrual loans were $@0d¥ahd and
$1,332,448 thousand, respectively. The unrecognized interest revenuesiparforming loans were
$13,334 thousand in 2011 and $54,408 thousand in 2010.

In 2011 and 2010, the Bank wrote off certain credits after completing the reqgaégrecedures.
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As discussed in Note 3 to the financial statements, the Ba@ssel the impairment loss of loans and
receivables on the basis of a newly revised Statemennahéial Accounting Standard (SFAS) No. 34 -
“Financial Instruments: Recognition and Measurement.” As a resulhpairinent loss was recognized

on due from the Central Bank and other banks. Impairment of other dodnaccounts receivable are

summarized as follows:

Loans
Gross Loans Allowance for
ltems Possible Losses
December 31, 2011 December 31, 2011
Assessed individual
With objective evidence of impairment $ 3030153 $ 1229267
impairment Agsessgd collective 639,371 179,015
impairment
Wl_th no objective evidence ofAs_sess_ed collective 189.273.888 518,509
impairment impairment

Note 1: The amount of gross loans does not include the allowance dsiblpolosses or discounts
(premiums).

Note 2: The amount of gross loans include the interests receiobP29,868 thousand and acceptances
receivable amounting to $106,760 thousand.

Receivables
Gross Receivables AIIov_vance for
ltems Possible Losses
December 31, 2011 December 31, 2011
Assessed individual
With objective evidence of impairment $ 2,132,606 $ 1,032,924
impairment Agsessgd collective 2,745,424 246,000
impairment
Wl_th no objective evidence ofAs_sess_ed collective 10,805,448 52.654
impairment impairment

Note 1: The amount of gross receivables does not include theanltevior possible losses or discounts
(premiums).

Note 2: The amount of gross receivables does not include the amfunterests receivable of $229,868
thousand, acceptances receivable amounting to $106,760 thousand, refumciainle fax of
$145,259 thousand, interest receivable of $251,693 thousand on financiahndd&tbilities and
others amounting to $1,181 thousand.

Note 3: The financial reports for the six months ended June 30, 2011 and for thedgebDecember 31,
2011 do not need to contain comparative information.
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10.

The changes in the allowance for credit losses on discounts andrémangables are summarized as
follows:

2011 2010
Balance, beginning of year $ 3,149,862 $ 3,400,100
Provision 121,500 409,502
Write-off (1,013,709) (1,756,459)
Recovery of written-off credits 1,009,770 922,326
Merger with Union Bill Finance Corporation - 176,289
Reclassifications (9,857) -
Effects of changes in foreign exchange rates 803 (1,896
Balance, end of year $ 3,258,369 $ 3,149,862

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31

2011 2010
Government bonds $ 2,707,520 $ 1,804,883
Corporate bonds 2,393,246 3,137,901
Mutual funds 904,568 366,672
Domestic quoted stocks 769,179 506,408
Overseas quoted stocks 742,383 414,185

7,516,896 $ 6,230,049

The available-for-sale financial assets amounting to $4,254,626 thousar## £76,647 thousand as of
December 31, 2011 and 2010, respectively, had been sold under repurchase agreement

Entie Securities Finance Company (“Entie Finance”), an ipeesf the Bank, merged with and was
absorbed by the Capital Group on March 1, 2010. Based on the OperatisgoRtile Taiwan Stock
Exchange Corporation, the common shares held by the Bank, which had begmssegd by the Capital
Group for its merger with the Bank, should be placed in centratimstbdy with the Taiwan Securities
Central Depository Co., Ltd. Half of these shares may be withdedter six months from their listing
date. The remaining shares may all be withdrawn after a year frartidtneg date.

HELD-TO-MATURITY FINANCIAL ASSETS
December 31
2011 2010
Government bonds $ 664,350 $ 1,435,157
Corporate bonds 399,871 399,754
Asset-based securities 248,794 1,437,723

$ 1,313,015 $ 3,272,634

The held-to-maturity investments amounting to $214,574 thousand and $1,428G&nd as of
December 31, 2011 and 2010, respectively, had been sold under repurchase agreement
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11.

12.

INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

December 31
2011 2010
Holding Holding
Amount Ratio (%) Amount Ratio (%)

Union Finance and Leasing International

Corporation $ 806,789 100.00 $ 738,898 100.00
Union Security Investment Trust Corporation 121,178 35.00 116,145 35.00
Union Finance International (H.K.) Limited 80,941 99.99 93,221 99.99
Union Real-Estate Management Corporation 66,721 40.00 54,045 40.00
Union Insurance Broker Company 24,793  100.00 25,424  100.00
Union Information Technology Corporation 14,372 99.99 22,843 99.99

$ 1,114,794 $ 1,050,576

Investment income (loss) recognized under the equity method was as follows

Years Ended December 31

2011 2010
Union Finance and Leasing International Corporation $ 62,941 $ 10,145
Union Security Investment Trust Corporation 5,033 1,554
Union Finance International (H.K.) Limited 2,566 3,305
Union Real-Estate Management Corporation 12,676 271
Union Insurance Broker Company 15,969 18,384
Union Information Technology Corporation (8,471) (1,750)
Union Bills Finance Corporation - (26,757

90,714 $ 5,152

On the available-for-sale financial assets held by the Banlbsidiaries, the unrealized loss of $22,523
thousand in 2011 and the unrealized gain of $10,276 thousand in 2010 weredinnlsdeckholders’
equity.

In June 2010, Union Security Investment Trust Corporation issued 17,300 rttiosisares and then
reduced its capital to offset its deficit. The Bank propodiely subscribed for 6,055 thousand shares
amounting to $60,550 thousand.

Union Bills Finance Corporation merged with the Bank on August 16, 2010,tké Bank as survivor
entity. For further information, please refer to Note 34.

FINANCIAL ASSETS CARRIED AT COST
December 31
2011 2010
Unquoted stocks
Financial Information Service Company $ 118,782 $ 118,782
Taiwan Asset Management Corporation 100,000 100,000
Taiwan Future Exchange Corporation 71,250 71,250
Taiwan Financial Asset Service Corporation 50,000 50,000
Other 110,419 112,549

$ 450,451 $ 452,581
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The above equity investments, which had no quoted prices intiae atarket and had fair values that
could not be reliably measured, were carried at cost.

. NO-ACTIVE MARKET DEBT INSTRUMENTS

December 31

2011 2010
Asset-based securities $ 44,723,018 $ 50,877,566
Securitized beneficial certificates of securitization - 1,257

$ 44,723,018 $ 50,878,823

The no-active market debt instruments amounting to $37,547,378 thousab@iabuil 660 thousand as of
December 31, 2011 and 2010, respectively, had been sold under repurchase agreement

. PROPERTY AND EQUIPMENT

December 31

2011 2010
Cost $ 10,556,562 $ 10,518,549
Less: Accumulated depreciation
Buildings 848,000 739,956
Machinery and equipment 1,247,404 1,251,702
Transportation equipment 229,498 220,377
Leasehold improvements 287,770 255,688
2,612,672 2,467,723
Prepayments for equipment 12,811 38,657
Net property and equipment $ 7,956,701 $ 8,089,483
. OTHER ASSETS
December 31
2011 2010
Deferred tax assets, net (Note 24) $ 3,145,535 $ 3,323,224
Collaterals assumed, net 297,951 546,392
Deferred charges 138,523 177,804
Prepayments 132,119 113,051
Deferred loss from disposal of nonperforming loans - 965,255
Other 809 2,222

$ 3,714,937 $ 5,127,948
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16.

17.

In 2006, the Bank sold to Morgan Stanley Union Bank Asset Manage@ergoration (MSUB)
nonperforming loans with a carrying value of $9,557,282 thousand at theaatoprice of $1,610,025
thousand and recognized a loss of $7,947,257 thousand. The Bank deferretdizéd this loss over
60 months in accordance with the Financial Institution Consolidattan L The remaining unamortized
balance was recorded as other assets. Had the lossesenotldferred, the pretax income would have
increased by $965,261 thousand in 2011 and $1,587,321 thousand in 2010, and the dfalbecather

assets and unappropriated earnings as of December 31, 2010 would have decreased by $965,255 thousar

As of December 31, 2011 and 2010, the remaining payments of $138,783 thousand and #3086604,
respectively, on the above transaction had not been received from MSUB.

After evaluating the net fair value of the collateralsuassd, the Bank recognized impairment losses of
$37,140 thousand in 2011 and $173,146 thousand in 2010.

GOODWILL

The Bank acquired Chung Shing Bank (“Chung Shing”) on March 19, 2005 and m=xbguodwill
amounting to $3,309,000 thousand. The goodwill amortization period was yBars, and the
amortization expense in 2005 was $551,500 thousand. However, the amortizgtadwill became no
longer required from January 1, 2006.

The Bank merged with Union Bills Finance Corporation on August 16, 2010eaondnized goodwill
amounting to $130,498 thousand. For further information, please refer to Note 34.

For the impairment test on Chung Shing, the Bank treated individual businits as cash-generating units
(CGUs). Goodwill resulting from the merger was allocatedhe relevant CGUs. The recoverable
amount was determined by the value in use of each CGU and watatal at the present values of the
forecast cash flows for the next five years based on thegguincern assumption. Future cash flows
were estimated on the basis of Chung Shing's present operatidnill be adjusted depending on the
business outlook and economic trends.

As a result of the impairment test, the Bank recognized a goadhpilirment loss of $254,776 thousand in
2011 and $125,651 thousand in 2010. As of December 31, 2011 and 2010, the balarmeauatac
impairment were $768,289 thousand and $513,513 thousand, respectively.

CALL LOANS AND DUE TO OTHER BANKS
December 31
2011 2010
Due to Chunghwa Post Co., Ltd. $ 6,972,990 $ 10,225,910
Due to the Central Bank and other banks 23,492 50,974
Overdraft 10,774 10,462

7,007,256 $ 10,287,346
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18. PAYABLES

December 31

2011 2010
Notes and checks in clearing $ 3,635,427 $ 1,639,146
Interest payable 813,803 730,318
Accrued expenses 477,025 381,256
Tax payable 163,344 249,808
Collection payable 154,184 131,120
108,719 134,883

Bank acceptances payable

Accounts payable on wire transfers received 67,440 63,400
Trust fund payable 8,584 51,497
Others 418,776 457,468

$ 5,847,302 $ 3,838,896

19. DEPOSITS AND REMITTANCES

December 31
2011 2010

$ 213,217,552 $ 194,756,958
61,012,350 52,125,463
43,028,473 38,225,437

Savings deposits
Time deposits
Demand deposits

Checking deposits 4,356,838 3,579,848
Negotiable certificates of deposit 1,033,900 736,600
Inward and outward remittances 107,797 181,548

$ 322,756,910 $ 289,605,854

20. BANK DEBENTURES

December 31

2011 2010 Term
First subordinated bank $ - $ 2,000,000 Fixed interest rate of 2.60%; maturi
debentures issued in 2005 June 2011
First subordinated bank 1,190,000 1,190,000 Fixed interest rate of 2.60%; maturi
debentures issued in 2006 - May 2012
class A
First subordinated bank 800,000 800,000 One year time savings deposit rate of

First Bank plus 0.3%; maturity:

debentures issued in 2006 -
November 2013

class B

First subordinated bank 900,000 900,000 Fixed interest rate of 2.95%; maturi
debentures issued in 2009 June 2016

First subordinated bank 2,000,000 - Fixed interest rate of 2.98 maturity:
debentures issued in 2011 June 2018

$ 4,890,000 $ 4,890,000
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21. PENSION PLAN

The pension plan under the Labor Pension Act (LPA) is a definstdlnation plan. Based on the LPA,
the rate of the Bank’s monthly contributions to employees’ indivigaakion accounts is at 6% of monthly
salaries and wages. Related pension costs were $88,298 thousand in 2011 and $81,4d8ritR0i<a

Under the Labor Standards Law, the Bank has a defined benefitopepisin covering all regular
employees. The Bank makes monthly contributions at 2% of emland wages to the Labor Pension
Fund (managed by the employees’ pension fund administrative cemmdeposited in the Bank of
Taiwan and to an employee pension account (in the Taipei branch Bamkg respectively. The Bank
recognized defined benefit pension costs of $43,628 thousand in 2011 and $38,849 thousand in 2010.

Information on the defined benefit plan is as follows:

a. Components of net periodic pension cost

Year Ended December 31

2011 2010

Service cost $ 19,011 $ 21,153
Interest cost 22,441 17,354
Projected return on plan assets (10,697) (9,832)
Amortization

Prior service cost (519) (519)

Loss of pension cost 16,865 12,611
Curtailment or settlement gain (3,473 (1,918
Net periodic pension cost $ 43,628 $ 38,849

b. Reconciliation of funded status of the plan and accrued pension cost

December 31

2011 2010

Benefit obligation

Vested benefit obligation $ (126,789) $  (99,989)

Non-vested benefit obligation (623,080 (553,789

Accumulated benefit obligation (749,869) (653,778)

Additional benefits based on future salaries (390,11} (351,379

Projected benefit obligation (1,139,980) (1,005,157)
Fair value of plan assets 567,150 532,241
Funded status (572,830) (472,916)
Unrealized net prior service cost (4,344) (4,894)
Unrecognized net loss 571,970 471,551
Additional liability (177,51% (115,278
Accrued pension cost (included in other liabilities) $ (182,71% $ (121,53y
Vested benefits $ (140,119 $ (111,559
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Actuarial assumptions as of December 31, 2011 and 2010

December 31

2011 2010
Discount rate used in determining present values 2.00% 2.25%
Future salary increase rate 3.00% 3.00%
Expected rate of return on plan assets 2.00% 2.00%

Year Ended December 31

2011 2010
Contributions to the fund $ 44,038 $ 57,218
Payments from the fund $ (16,410 $ (19,536

22. STOCKHOLDERS' EQUITY

a.

In the stockholders’ meeting on June 15, 2007, the stockholders desohagse publicly or privately
the Bank’s cash capital by $8,000,000 thousand through a one-time or alsailssuance depending
on the market situation. On September 26, 2007, the Bank privaselgdis400,000 thousand
preferred shares at NT$10.00 par value and 6% dividend rate.

Under the Bank’s Articles of Incorporation, after the Bank apprawitite legal and special reserves
from its net income (less any deficit), the Bank should useqgfahe remainder as dividends to the
preferred stockholders. In their meeting on June 13, 2008, the Bardkhdaltiers passed a resolution
to amend the Articles of Incorporation. Based on this amendrhensduance of preferred dividends
will no longer be whenever the Bank makes profits and instéthdbevmade only under common
stockholders’ resolutions approving this issuance. The prefemwekhsiders can participate in the
distribution of the remaining earnings at the ratio of one pexfeshare for one common share after
earnings distribution to the common stockholders but cannot pat@idipahe distribution of capital
surplus transferred to common stock. A preferred share cannbertad into one common share a
year after the issuance date. The Bank, upon getting apravethe Banking Bureau, can call back
some or all of the outstanding preferred shares after sis yiamn the issuance date at the price of the
issuance amount plus unpaid accumulated dividends.

To improve the Bank’s financial structure, the board of darscof the Bank approved on May 19,
2010 a capital reduction to offset its deficit of $5,651,624 thousand drgad#ng common stock by
467,671 thousand shares and preferred stock by 97,491 thousand shares,|fof 586862 thousand

shares equal to a capital reduction of 24.3728%.

The Bank merged with Union Bills Finance Corporation (UBF) on Aufjes010 by issuing 194,838
thousand common shares to the stockholders of UBF (see Note 34)$8t8Nper share and
consequently debited $233,805 thousand to retained earnings. Afteertper nthe issued capital of
the Bank amounted to $19,484,996 thousand, including $3,025,088 thousand in preferred shares.

Capital surplus

Under the Company Law, capital surplus may be used to offséica. deHowever, the capital surplus
from shares issued in excess of par (additional paid-in capial fssuance of common shares,
conversion of bonds and treasury stock transactions) and donaggnise capitalized within a certain
percentage of the Bank’s paid-in capital. Under the re@adpany Law issued on January 4, 2012,
the foregoing capital surplus may be distributed in cash. Howeaeital surplus from long-term
investments may not be used for any purpose.
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C.

Retained earnings

The Bank’s Articles of Incorporation provide that annual net incas® &ny prior years’ deficit should
be appropriated in the following order:

1) 30% as legal reserve;
2) Special reserve, as deemed proper;
3) Dividends;
4) The remainder:
a) Employees’ bonus of at least 10%;
b) Retained earnings, as deemed proper;

c) The remainder, together with prior year's unappropriated regani 95% as bonus to
stockholders and 5% as remuneration to directors and supervisors.

These appropriations should be resolved by the stockholders in theifigilyear and given effect to in
the financial statements of that year.

The board of directors (BOD) decides the appropriation andkdistrn of cash and stock dividends,
taking into account the Bank’s overall financial and econaoidition, future profitability and capital
expenditure requirements. In view of the Bank’s need fotalapi expand its operations and meeting
of capital adequacy ratios, primarily cash dividends will belated in the next three years, with the
related proposal to be submitted in the stockholders’ meeting for approval.

The estimated bonus to employees and remuneration to directors andssupewhich were at least
10% of net income (net of legal reserve, special reservedadends) and 5%, respectively, of
unappropriated earnings (net income abovementioned and net of the bomumsployees plus
accumulated unappropriated earnings from prior years) werenigedgor 2011. The amounts were
estimated on the basis of past experiences. Material diffesebetween these estimates and the
amounts proposed by the Board of Directors in the following yeaadjtsted for in the year of the
proposal. If the actual amounts subsequently resolved by the stbeichdiffer from the proposed
amounts, the differences are recorded in the year of stockHalkelsphition as a change in accounting
estimate.

Based on a directive issued by the Securities and FuturealB(8&B), an amount equal to the net
debit balance of certain stockholders’ equity accounts (includingalined gain or loss on financial
instruments, net loss not recognized as pension cost, cumuianstation adjustments, except the
treasury stock) should be transferred from unappropriateingarto a special reserve. Any special
reserve appropriated may be reversed to the extent of the decrdasaendebit balance.

Under an SFB directive, if a financial institution’s nonperiing loans are sold to an asset
management corporation and the loss on this sale is amantieedive years, a special reserve should
be appropriated from retained earnings at an amount equal to theertik of the loss on sale of
nonperforming loans and the amortized amount, as required by the Hinastiiation Consolidation
Law, and the special reserve appropriated from retained earnings it solgjarnings appropriation.
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The appropriations from earnings for 2010 were approved in the stockholdersigreetiune 9, 2011.
The appropriations were as follows:

2010
Legal reserve $ 352,978
Special reserve 823,616

The appropriations from the 2011 earnings were proposed by thedfadirdctors on March 7, 2012.
The appropriations, including the dividends per share, were as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 547,984

Stock dividends on common shares 658,396 $0.4
Cash dividends on preferred shares 757,611 0.6
Stock dividends on preferred shares 121,004 04

The 2011 appropriations of earnings, bonus to employees and remuneratienttwsiand supervisors
will be presented to the stockholders in their meeting on June 22, 2012.

The information on the proposed and resolved earnings appropriatiavaiiable on the Market
Observation Post System web site of the Taiwan Stock Exchange.

Legal reserve should be appropriated until it has reachdsiathiés paid-in capital. This reserve may
be used to offset a deficit. Under the revised Company Law issueduaryld, 2012, when the legal
reserve has exceeded 25% of the Bank’s paid-in capital, theserwy be transferred to capital or
distributed in cash.

In addition, the Banking Law provides that, before the balandeeofetserve reaches the aggregate par
value of the outstanding capital stock, annual cash dividends shoudcaemtd 15% of aggregate par
value of the outstanding capital stock of the Bank.

Based on the Financial Supervisory Commission’s Letter No. 038801 released in January 2011,
securities firms are required to transfer their accuradlaeserve for default losses and reserve for
securities trading losses up to December 31, 2010 to special reserves.

In 2011, the Bank transferred its reserve for default losses85&8! thousand, reserve for securities
trading losses of $10,528 thousand, and deferred income tax assets @gnour$,260 thousand,
which totaled $50,857 thousand in 2010, to special reserve.

The above special reserve may be used only for capitalizihgfhiaif the reserve has reached at least
50% of the paid-in capital or for offsetting a deficit.

Except for non-ROC resident stockholders, all stockholders iageilre dividends are allowed a tax
credit equal to their proportionate share of the income tax paid by the Bank.
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23. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENS ES

2011 2010

Personnel expenses
Salaries and wages $ 1,568,821 $ 1,476,573
Bonus and rewards 453,740 384,154
Labor insurance and national health insurance 175,387 157,870
Pension 131,926 121,474
Other 17,012 8,443
$ 2,346,886 $ 2,148,514
Depreciation $ 219,776 $ 266,864
Amortization $ 82,178 $ 107,211

24. INCOME TAX EXPENSE

A reconciliation of income tax expense based on income befopen@tax at the statutory rates of 17%
and income tax expense was as follows:

Years Ended December 31

2011 2010
Income tax expense at the statutory rate $ 377,635 $ 311,527
Tax effect of adjusting items:
Permanent differences
Tax-exempt income (340,028) (449,872)
Others (8,774) (3,489)
Temporary differences 65,296 72,657
Loss carryforwards used (94,129) -
Loss carryforwards - 69,177
Additional income tax under the Alternative Minimum Tax Act 191,030 198,022
Current income tax expense 191,030 198,022
Deferred income tax expense
Temporary differences (44,520) (50,883)
Investment tax credits 6,424 5,792
Loss carryforwards produced 142,124 332,818
Effect of tax law changes on deferred income tax - 650,799
Adjustment in valuation allowance due to changes in tax laws - (124,752)
Other adjustment in valuation allowance 119,375 (593,889)
Tax separately levied on interest from short-term bills - 3
Adjustments for prior years’ tax (19,663 4,177
$ 394,765 $ 422,087
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Deferred income tax assets (liabilities) were as follows:

December 31

2011 2010
Loss carryforwards $ 3,303,701 $ 3,445,826
Investment tax credit 3,082 9,506
Reserve for default 452 8,683
Unrealized loss on collaterals assumed 15,917 9,603
Impairment loss on financial assets 164,105 164,105
Allowance for credit losses 201,575 180,418
Unrealized valuation gain on derivative instruments (13,285) (19,592)
Investment loss under the equity method 729 1,165
Amortization of goodwill (344,266) (383,142)
Unrealized exchange gains or losses (6,771) 21,168
Accrued pension cost (1,261) (1,473)
Cumulative translation adjustments 53,974 -

3,377,952 3,436,267
Less: Allowance for valuation of deferred income tax assets 232,417 113,043
Net deferred income tax assets (included in other assets) $ 3,145,535 $ 3,323,224

Under the Financial Institution Merger Act, the loss carryfolg from deferred income tax assets were
recalculated on the basis of the proportion of shares in thisgrentity held by the Bank’s stockholders
after the merger, and the recalculated loss carryforwami$e deducted from taxable income of the next

five years.

As of December 31, 2011, investment tax credits comprised the following:

Total
Creditable
Laws and Statutes Tax Credit Source Amount
$ 1,882

1,200

Statute for Upgrading IndustriesPersonnel training
expenditures

$ 3,082

Loss carryforwards as of December 31, 2011 comprised the following:

Unused Amount

$ 432,449
1,514,764
2,673,860
7,360,995
3,598,322
3,654,973

198,175

$ 19,433,538

Remaining
Creditable Expiry
Amount Year
$ 1,882 2012
1,200 2013
$ 3,082
Expiry Year
2013
2015
2016
2017
2018
2019
2020

The Bank’s income tax returns through 2007 had been examined and cleared by uliwotitiea.
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25.

As of December 31, 2011 and 2010, the balances of the imputation aléxiitshle to the stockholders
were $386,199 thousand and $412,712 thousand, respectively.

The creditable ratios for the distribution of earnings ofl28dd 2010 were 20.48% (estimate) and 20.48%
(actual), respectively.

For the distribution of earnings generated after January 1, 1998atibefar the imputation credits
allocable to stockholders of the Bank is based on the baldnttee dCA as of the date of dividend
distribution. Thus, the expected creditable ratio for the 20ddinggs may be adjusted, depending on the
ICA balance on the date of dividend distribution.

EARNINGS PER SHARE
The Bank issued convertible preferred stock, which could Imsfeaed to common stock of the Bank;
thus, the capital structure of the Bank is complicated, andatioelation of basic and diluted earnings per

share (EPS) is required.

The numerators and denominators used in computing EPS are summarized as follows

Denominator Earnings
Numerator (Amounts) (Shares in Per Share (NT$)
Pretax After Tax Thousands) Pretax  After Tax
2011
Basic EPS $ 2,221,380 $ 1,826,615 1,645,991
Less: Preferred dividends (181,50% (181,50%
Basic EPS
Income for the year
attributable to common
stockholders 2,039,875 1,645,110 $ 124 $ 1.00
Effect of potential dilutive
convertible preferred stock 181,505 181,505 302,509
Diluted EPS $ 2,221,380 $ 1,826,615 1,948500 $ 114 $ 0.94
2010
Basic EPS $ 1,832,512 $ 1,410,425 1524818 $ 120 $ 0.92
Effect of potential dilutive
convertible preferred stock - - 302,509
Diluted EPS $ 1,832,512 $ 1,410,425 1,827,327 $ 100 $ 0.77
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26. RELATED-PARTY TRANSACTIONS

In addition to those disclosed in other footnotes, significant dcdiosis between the Bank and related
parties are summarized as follows:

a. Related parties and their relationships with the Bank

Related Party

Relationship with the Bank

Union Finance and Leasing International Corporation Subsidiary

(UFLIC)
Union Information Technology Corporation (UIT)
Union Insurance Broker Company (UIB)
Union Finance International (H.K.) Limited

Subsidiary
Subsidiary
Subsidiary

Union Securities Investment Trust Corporation (USITCpubsidiary

Union Capital (Cayman) Corp.
New Asian Ventures Ltd.
Union Bills Finance Corporation (UBF)

Union Real-Estate Management Corporation
Hung-Kou Construction Inc., Ltd. (“*Hung-Kou”)

Union Ran Zheng Co., Ltd. (URZ)

The Liberty Times Co., Ltd. (“Liberty Times”)

Long Shan Lin Corporation
Yong-Xuan Co., Ltd. (*Yong-Xuan”)

Liu Jin Fu

Union Enterprise Construction Co., Ltd. (UECC)
Zhong Li Venture Corporation

Jiang Jhen Syong

Lin Ci Yong

Bao Xing Investment Corporation

Yu-Pang Co., Ltd. (“Yu-Pang”)

Li Tsai Jhao Mei

T-Movies Theater Co.

Yu Quan Kai Fa Co., Ltd.

Morgan Stanley Union Bank Assets Management
Corporation (MSUB)

Liang Ji Investment Corporation

Union Recreation Enterprise Corporation
Entie Securities Finance Co.

Others
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Subsidiary of UFLIC

Subsidiary of UFLIC

Subsidiary (merged with the Bank on
August 16, 2010, with the Bank as
survivor entity)

Equity-method investee

Its chairman is a second-degree relative of
the Bank’s director/general manager

Its chairman is a second-degree relative of
the Bank’s director/general manager

The Bank’s director/general manager and
the chairman of the board of directors are
the director and supervisor, respectively,
of Liberty Times

Its chairman is a second-degree relative of
the Bank’s director/general manager

Its chairman is a second-degree relative of
the Bank’s director/general manager

Director

Director

Director

Director

Supervisor

Supervisor

Supervisor

Wife of the Bank’s director

Wife of the Bank’s directgiLee Yu Quan, i
its chairman.

The wife of the Bank’s director, Lee Yu
Quan, is its chairman.

Related party in substance

Related party in substance

Related party in substance

Related party in substance (merged with
Capital Group, the survivor company, on
March 1, 2010)

Directors, supervisors, managers, and their
relatives and affiliates.



b. Significant transactions with related parties:
1) Loans

December 31, 2011

Differences
in Terms of
Highest Transaction
Balance in the Loan Classification with Those
Year Ended Nonper- for
Account December 31, Ending Normal forming Unrelated
Type Volume or Name 2011 Balance Loans Loans Colals Parties
Consumer loans 3 $ 1,150 $ 1,010 $ 1,010 $ - - None
Self-used housing mortgagel6 61,489 50,894 50,894 - Real estate None
loans
Other loans Union Finance and 1,634,634 1,568,880 1,568,880 - Land, building and None
Leasing International time deposit
Corporation
December 31, 2010
Differences
in Terms of
Highest Transaction
Balance in the Loan Classification with Those
Year Ended Nonper- for
Account December 31, Ending Normal forming Unrelated
Type Volume or Name 2010 Balance Loans Loans Coltals Parties
Consumer loans 2 $ 1,301 $ 708 $ 708 $ - None
Self-used housing mortgage1 Real estate None
loans 86,108 32,616 32,616
Other loans Union Finance and Land, building and None
Leasing International time deposit
Corporation 1,562,480 1,287,851 1,287,851
Other loans Long Shan Lin Land and buildings None
Corporation 1,350,000 600,000 600,000 -
Other loans Li Chang Yao Ye Co. 58,807 35,314 35,314 - Land and factory None
Other loans T-Movies Theater Co. 99,479 99,479 99,479 - Land and buildings None
December 31 Interest Revenue
Amount % Rate Amount %
2011 $ 1,620,784 0.85% 1.02%-3.82% $ 34,181 0.36%
2010 2,055,968 1.08% 0.30%-3.10% 30,334 0.33%
2) Deposits
December 31 Interest Expense
Amount % Rate Amount %
2011 $ 3,899,528 1.21% 0%-4.76% $ 28,561 0.99%
2010 5,121,726  1.77% 0%-5.35% 26,737 1.06%
3) Guarantees and letters of credit
December 31, 2011
Highest Balance of
Balance in the Guarantees
Year Ended and Letters
December 31, Ending of Credit
Name 2011 Balance (Note) Rate Collateral
Union Recreation Enterprise $ 82,232 $ 79,749 $ - 0.3%-0.5%  Time deposits
Corporation
The Liberty Times Co., Ltd. 62,178 4,942 - 0.05% Land and buildings
Long Shan Lin Corporation 71,040 71,040 - 0.3% Time deposits
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December 31, 2010

Highest Balance of
Balance in the Guarantees
Year Ended and Letters
December 31, Ending of Credit
Name 2010 Balance (Note) Rate Collateral
Union Recreation Enterprise $ 88,442 $ 79,749 $ - 0.3%-0.5%  Time deposits
Corporation
The Liberty Times Co., Ltd. 49,566 8,866 - 0.05% Land and buildings
Long Shan Lin Corporation 71,040 71,040 - 0.3% Time deposits
Union Finance International (H.K.) 80,522 - 0.5% None
Limited

Note: Reserve for guarantee loss is provided on the basis datitinated unrecoverable amount.

4) Due from banks (included in due from the Central Bank and other banks) - UBF

Highest
Balance
During the Balance as of Interest
Year December 31 Rate Revenue
2010 $ 1,700,000 $ - 0.15%-0.37% $ 559

5) Call loans (included in call loans and due to banks) - UBF

Highest
Balance
During the Balance as of Interest
Year December 31 Rate Expense
2010 $ 200,000 $ - 0.15% $ 8
6) Securities brokerage fees
Years Ended December 31
Amount %
2011 $ 2,821 4.03
2010 2,692 3.20

7) Consulting and advisory contract

The Bank and UFLIC entered into a three-year consulting contra@ctober 2009. UFLIC's

services included consultation on management, marketing, and promaiiitieamn auto loans as
well as on loan management and collection of overdue loangegttuding the approval of loan
applications). Before the expiry of the contract, the Bank and UEhH{&d the contract, and this
contract termination was approved by the board of directors on Mar@0186, The consulting

fees and related expenses paid were $19,037 thousand in 2011 and $%486d in 2010 (both

amounts included in other operating expenses), and the accrued eaperfs2010 was $8,288
thousand.

- 148 -



8) Leases
a) The Bank as lessee

Under operating lease agreements with terms of one yearetydiars, the Bank rents from
related parties office spaces for use by the Head Offingst,Tinternational Banking Dept.,
Wealth Management, Consumer Banking Dept., Security Finance, &pdit Card Dept.,
Northern Collaterals Assumed Appraise Center, and fivewches. Rentals are payable
quarterly, with some contracts allowing placement with the Isessiolease deposits in lieu of
rental payments. Rental expenses and lease deposits were as. follow

Lease Deposit (Included in Rental Expense (Included ir
Other Financial Assets) Other Operating Expense)

Amount % Amount %

2011

Yu-Pang $ 454,400 10.19 $ 13,634 0.59
Hung-Kuo 218,760 491 100,045 4.32
Yong-Xuan 13,649 0.31 57,475 2.48
UECC 4,384 0.10 9,253 2.40
UFLIC - - 3,447 0.15
2010

Yu-Pang 454,400 7.83 12,498 0.59
Hung-Kuo 219,105 3.77 99,910 4.68
Yong-Xuan 13,905 0.24 57,452 2.69
UECC 4,384 0.08 9,242 0.43
UFLIC - - 2,117 0.10

The Bank rented cars for business use from UFLIC; the rerpanses were $7,495 thousand
in 2011 and $5,969 thousand in 2010. Rentals payable as of December 31, 2@D1Gand
were $64 thousand and $32 thousand, respectively.

b) The Bank as lessor

The Bank’s South Taoyuan Branch, Kaohsiung Branch, Mincynan Branch,i Gnéach and
Fucheng Branch leased part of their office premises to UFLICrupzating lease agreements
starting from May 2011 to April 2016, from June 2011 to December 2015,Amih2011 to
September 2017, from July 2009 to July 2014, and from April 2011 to February 2014,
respectively. The leasing revenues received were $1,131 thousa2@ll and $2,130
thousand in 2010. The lease deposits received (included in otheridinkatduilities) were
$227 thousand in 2011 and $492 thousand in 2010. The Bank’s Beitun Braset part of

its office to UBF under an operating lease agreement effefrtom February 2006 to August
2010. The leasing revenues received were $261 thousand in 2010.

9) The disposal of nonperforming loans and assuming of related collaterals
On June 27, 2006 and September 20, 2006, the Bank sold to Morgan Stanley UnicoBard
its nonperforming loans and related collateral property for $995,0800sand and $615,025

thousand, respectively. Of this amount, $138,783 thousand and $309,601 thousandblead not
received as of December 31, 2011 and 2010, respectively (refer to Note 15).
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10) Available-for-sale financial assets

As of December 31, 2011 and 2010, the Bank had purchased 48,344 thousand and 23,04 thousa
units, respectively, of beneficial certificates issued BSITEC, which amounted to $554,130
thousand and $306,792 thousand, respectively.

11) UIT sold computers, related material and software and provateark service to the Bank. The
related purchase and service fee in 2011 and 2010 were $90,638 thousand andt$9Qshdd,
respectively.

12) The Bank provided insurance consulting service and salesassito UIB. The commission and
fee revenues were $145,951 thousand in 2011 and $166,049 thousand in 2010. Tissicomm
revenues on insurance premium (included in commissions and fepue@vevere $173,825
thousand in 2011 and $159,101 thousand in 2010.

Under the Banking Law, except for consumer and government loadgs @gtended by the Bank to
any related party should be fully secured, and the creditstéor related parties should be similar to
those for unrelated parties.

For transactions between the Bank and related parties, the &eensimilar to those transacted with
third parties, except for the preferential interest ratesed to employees for savings and loans within
prescribed amounts.

c. Compensation of directors, supervisors and management personnel:

Years Ended December 31

2011 2010
Salaries $ 17,499 $ 18,700
Incentives 3,877 2,820
Traveling fare 1,732 1,840
Special compensation 480 480
Car rental and oil subsidy 2,486 1,569

$ 26,074 $ 25,409

27. PLEDGED ASSETS

As of December 31, 2011 and 2010, government bonds and bank debentures, which am&l7@8a0
thousand and $231,800 thousand (both amounts included in other financial esse¢s}jvely, had been
provided to the courts and the Bank of Taiwan as guarantee demogt®visional seizures against the
debtors’ properties, as reserve for credit card receisahteguarantee deposits on bills finance operations,
and as trust reserve. In addition, as of December 31, 2011 and 20dGabieccertificates of deposit,
which amounted to $2,500,000 thousand and $3,000,000 thousand, respectively (both acladetsin
other financial assets), had been provided to the Central Bank asrabfatelay-term overdraft.
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28. CONTINGENCIES AND COMMITMENTS

Financial instruments, contingencies and commitments of the Baikidition to those disclosed in Note
30, are summarized as follows:

a. Operating leases

The Bank rents several office premises for its branchdsruoperating leases ranging from 2 to 20
years. Rentals are payable monthly, quarterly or annually. thEa¥anking E. Rd., San Chung, and
Wujia branches, lease deposits are made in lieu of lease paymdiite rental expenses were
recognized at imputed interests of 1.08% in 2011 and 0.83% in 2010. Fuoinireum lease
payments are as follows:

Year Amount

2012 $ 388,782
2013 353,551
2014 287,750
2015 188,017
2016 73,837

The present value of total rentals of $272,632 thousand for beyond 2017 is$ab661826 thousand,
discounted at the Bank’s one-year time deposit interest rate of 1.360% emiizzS1, 2011.

b. Computer equipment purchase contracts

The Bank had contracts to buy computer equipment and software for $44gsand, of which
$19,662 thousand had been paid as of December 31, 2011.

c. Securities sold under repurchase agreements
As of December 31, 2011, securities with a total cost of $34,522,173 idousare sold under
agreements for repurchase between January 2012 and May 2012. The sepprickas based on the
notional amount plus interest, which is calculated at the agreed-uporstimétee

d. Securities purchased under resell agreements

As of December 31, 2011, securities with a total cost of $251,628ahduvere purchased under
agreements to resell for $251,713 thousand in January 2012.

e. Balance sheet of trust accounts and trust property and equipmemitgiccou

Balance Sheet of Trust Accounts
December 31, 2011

Trust Assets Amount Trust Liabilities and Capital Amount
Bank deposits $ 3,015,199 Income tax payable $ 52
Investments Marketable securities payable 7,330,424
Mutual funds 33,146,210 Trust capital 44,037,252
Common stock 172,174 Reserve and deficit (139,004
Short-term bills and securities
purchased under resell agreements 73,565
Accounts receivable 1,612
Stock in custody 7,330,424
Real estate - land and building 7,489,540
Total $ 51,228,724 Total $ 51,228,724
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Balance Sheet of Trust Accounts

December 31, 2010

Trust Assets Amount Trust Liabilities and Capital
Bank deposits $ 2,145,758 Income tax payable
Investments Expenses payable
Mutual funds 33,188,406 Marketable securities payable
Common stock 169,444 Trust capital
Short-term bills and securities Reserve and deficit
purchased under resell agreements 39,686
Accounts receivable 1,819
Stock in custody 6,464,159
Real estate - land and building 2,975,144
Total $ 44,984,416 Total

Trust Income Statement
Year Ended December 31, 2011

Trust income

Interest revenue - demand accounts

Interest revenue - time deposits

Interest revenue - short-term bills and securities purchased undér resel

agreements
Cash dividend
Realized capital gain - fund
Income from beneficial certificates
Total trust income
Trust expense
Management expense
Taxation
Realized capital loss - fund
Other
Total trust expense
Loss before tax
Income tax expense
Loss after tax
Unrealized capital gain - GTSM stock
Unrealized capital gain - fund
Unrealized capital loss - GTSM stock
Unrealized capital loss - fund

Net loss

Note:
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Amount

$ 26
1

6,464,159
38,713,535
(193,305

$ 44,984,416

Amount

$ 472
5,392

232
17,625
571
618
24,910

4,398
164,689
2,297
13,084
184,468
(159,558)
(2,423
(161,981)
40,744
243
(868)
(1,065

$ (122,927

The trust income statements above are not included in the Baiokise statements.



Trust Income Statement
Year Ended December 31, 2010

Trust income
Interest revenue - demand accounts
Interest revenue - time deposits

Interest revenue - short-term bills and securities purchased undér resel

agreements
Cash dividend
Other revenue
Realized capital gain - fund
Income from beneficial certificates
Total trust income
Trust expense
Management expense
Taxation
Realized capital loss - fund
Other
Total trust expense
Loss before tax
Income tax expense
Loss after tax
Unrealized capital gain - GTSM stock
Unrealized capital gain - fund
Unrealized capital loss - fund

Net loss

Amount

$ 197
3,401

8
11,821
912
1,962
1,047
19,348

4,026
207,800
270
34,532
246,628

(227,280)
(236

(227,516)
43,817
972

(666
$ (183,393

Note: The trustincome statements above are not included in the Bentkise statements.

Trust Property and Equipment Accounts
December 31, 2011

Investment Portfolio

Bank deposits
Investments
Mutual funds
Common stock
Short-term bills and securities purchased under resell agreements
Accounts receivable
Stock in custody
Real estate - land and buildings
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Amount
$ 3,015,199

33,146,210
172,174
73,565
1,612
7,330,424
7,489,540

$ 51,228,724



Trust Property and Equipment Accounts
December 31, 2010

Investment Portfolio Amount
Bank deposits $ 2,145,758
Investments
Mutual funds 33,188,406
Common stock 169,444
Short-term bills and securities purchased under resell agreements 39,686
Accounts receivable 1,819
Stock in custody 6,464,159
Real estate - land and buildings 2,975,144
$ 44,984,416

29. AVERAGE AMOUNT AND AVERAGE INTEREST RATE OF INT EREST-EARNING ASSETS
AND INTEREST-BEARING LIABILITIES

Average balance is calculated by the daily average balsiniceerest-earning assets and interest-bearing

liabilities.
2011

Average Average

Balance Rate (%)
Interest-earning assets
Cash and cash equivalents $ 913,309 0.79
Due from the Central Bank and other banks 80,163,764 0.77
Financial assets at fair value through profit or loss 6,500,141 0.77
Securities purchased under resell agreements 347,839 0.73
Discounts and loans 191,483,124 2.62
Accounts receivable - credit card 10,894,811 9.82
Available-for-sale financial assets 7,993,028 0.95
Held-to-maturity investments 2,270,566 3.16
No-active market debt instruments 50,017,185 5.16
Interest-bearing liabilities
Call loans and due to other banks 657,356 0.11
Due to Chunghwa Post Co., Ltd. 8,076,022 1.31
Securities sold under repurchase agreements 35,821,867 0.62
Demand deposits 39,637,391 0.14
Savings - demand deposits 84,519,439 0.27
Time deposits 54,569,995 1.08
Time-savings deposits 119,090,755 1.30
Negotiable certificates of deposit 1,395,520 0.68
Bank debentures 4,846,959 2.51
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2010
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Average Average
Balance Rate (%)
Interest-earning assets
Cash and cash equivalents 894,294 0.70
Due from the Central Bank and other banks 66,476,771 0.55
Financial assets at fair value through profit or loss 1,921,479 0.67
Securities purchased under resell agreements 448,783 0.39
Discounts and loans 178,326,954 2.52
Accounts receivable - credit card 12,353,069 11.52
Available-for-sale financial assets 8,217,169 0.98
Held-to-maturity investments 6,005,322 491
No-active market debt instruments 52,477,456 4.55
Interest-bearing liabilities
Call loans and due to other banks 1,251,244 0.17
Due to Chunghwa Post Co., Ltd. 14,614,516 1.08
Securities sold under repurchase agreements 33,310,743 0.58
Demand deposits 34,581,322 0.10
Savings - demand deposits 78,976,152 0.24
Time deposits 51,348,591 0.87
Time-savings deposits 107,991,613 1.18
Negotiable certificates of deposit 830,071 0.34
Bank debentures 7,322,419 2.64
30. FINANCIAL INSTRUMENTS
a. Fair values of financial instruments
December 31
2011 2010
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Assets
Financial assets at fair value through
profit or loss 8,167,543 8,167,543 3,017,823 3,017,823
Available-for-sale financial assets 7,516,896 7,516,896 6,230,049 6,230,049
Other short-term financial assets 125,365,389 125,365,389 86,848,480 86,848,480
Discounts and loans, net 190,679,993 190,679,993 189,657,099 189,657,099
Held-to-maturity financial assets 1,313,015 1,328,865 3,272,634 3,301,223
Financial assets carried at cost 450,451 - 452,581 -
No-active market debt instruments 44,723,018 44,569,296 50,878,823 50,674,438
Other financial assets 4,457,747 4,457,747 5,805,683 5,805,683
Liabilities
Financial liabilities at fair value through
profit or loss 33,852 33,852 51,584 51,584
Other short-term financial liabilities 47,321,184 47,321,184 47,654,908 47,654,908
Deposits 322,649,113 322,649,113 289,424,306 289,424,306
Bank debentures 4,890,000 5,023,408 4,890,000 4,932,140
Other financial liabilities 337,852 337,852 318,027 318,027



b. Methods and assumptions applied in estimating the fair vaiseglires for financial instruments are
as follows:

1)

2)

3)

4)

5)

6)

7

The carrying amounts of the following short-term financiatrimeents approximate their fair
values because of their short maturities: Cash and castaknts, due from the Central Bank
and other banks, securities purchased under resell agreemecd$vables (tax refundable
excluded), call loans and due to banks, securities sold undechaparagreements, payable (tax
payable excluded) and remittances.

Fair values of financial instruments designated asFWTPL and available-for-sale or
held-to-maturity financial assets are based on their quotedspin an active market. For those
instruments with no quoted market prices, their fair values datermined using valuation
techniques incorporating estimates and assumptions consisthrthase generally used by other
market participants to price financial instruments.

Fair values of derivatives are based on their quoted pritesniactive market. For those
derivatives with no quoted market prices, their fairueal are determined using valuation
techniques incorporating estimates and assumptions consisterthase generally used by other
market participants to price financial instruments.

Fair values of forward contracts, interest rate swapcaogs-currency swap contracts are estimated
on the basis of forward rates provided by Reuters.

The fair values of no-active debt instruments are based ondgpates of counter-parties and
adjusted by evaluations of debtor’s credit.

Discounts and loans and deposits are interest-earning asdetgerest-bearing liabilities. Thus,
their carrying amounts represent fair values. The fawevaf nonperforming loans is based on
their carrying amount, which is net of allowance for credit losses.

Financial assets carried at cost are investments in uncsitdees, i.e., shares that have no quoted
prices in an active market and entail an unreasonably tigt to determine their fair values.
Therefore, no fair value is presented.

Refundable deposits have no specified maturity date; thus ntbeiet value is estimated on the
basis of their carrying value in the balance sheet. Thgiogrvalue of the guarantee deposits
received is used as the basis to estimate their market values.

The fair values of bank debentures are estimated on thedbgmices published by the GreTai
Securities Market.

The fair values of forward contracts, cross-currency swajpamis and interest rate swap contracts

are based on present value techniques. Option fair valubsised on estimates using the Black
Scholes model.
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C.

Fair values of financial assets and financial liabgitdetermined on the basis of quoted market prices
or estimates made using valuation techniques are summarized as follows:

December 31

2011 2010
Quoted Market  Estimates Based Quoted Market Estimates Based
Prices on Valuation Prices on Valuation
Techniques Techniques
Financial assets
Financial assets at fair value through
profit or loss $ 98,257 $ 8,069,286 $ 33,093 $ 2,984,730
Available-for-sale financial assets 2,416,130 5,100,766 1,287,265 4,942,784
Held-to-maturity investments - 1,328,865 - 3,301,223
No-active market debt instruments - 44,569,296 - 50,674,438
Financial liabilities
Financial liabilities at fair value through
profit or loss - 33,852 - 51,584

The fair value hierarchy of the Bank’s financial instruments as ofibleee31, 2011 was as follows:

December 31, 2011

Total Level 1 Level 2 Level 3
Nonderivative financial instruments
Assets
Financial assets at fair value through
profit or loss (FVTPL)
Held-for-trading financial assets
Stock $ 98,257 $ 98,257 $ - $ -
Debt instruments 102,718 - 102,718 -
Commercial paper 3,575,646 - 3,575,646 -
Negotiable certificates of deposit 1,512,400 - 1,512,400 -
Financial assets designated as at
FVTPL on initial recognition 2,758,735 - 2,723,656 35,079
Available-for-sale financial assets
Stock 1,511,562 1,511,562 - -
Debt instruments 5,100,766 - 5,100,766 -
Beneficial certificates 904,568 904,568 - -
Held-to-maturity financial assets 1,328,865 - 1,328,865 -
No-active market debt instruments 44,569,296 - 44,569,296 -
Derivative financial instruments
Assets
Financial assets at FVTPL 119,787 - 118,790 997
Liabilities
Financial liabilities at FVTPL 33,852 - 32,855 997

1) The above table shows the financial instruments carri¢airatalue that have been categorized
under the three levels of fair value hierarchy.

2) Level 1 - quoted prices (unadjusted) in active marketgléortical assets or liabilities. As stated
in Statement of Financial Accounting Standards (SFAS) No. 3%inancial Instruments:
Recognition and Measurement,” active markets are those with thle following conditions: (i)
the products traded in the market are homogeneous, (ii) willingppare available anytime in the
market, and (iii) price information is available to the public.

3) Level 2 - inputs other than quoted prices included in level latlgabbservable for the asset or
liability, either directly (i.e., prices) or indirectly (i.e., derivEEom prices).
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4) Level 3 - inputs not based on observable market data (unobservable inputs)

Other information on financial assets in level 3 in 2011 is as follows:

(In Thousands of New Taiwan Dollars)

Valuation Amount of Increase Amount of Decrease
Gain (Loss)
Beginning |in Net Income Purchase or Sale or Ending
Items Balance or Change in Transfer to Change in Transfer from Balance
Stockholders’| Fair Value Level 3 Fair Value Level 3
Equity
Financial assets at fair
value through profit o
loss
Financial assets
designated as at
FVTPL on initial
recognition $ 85,510 $ (431) $ 30,000 $ - $(80,000) $ - $ 35,079
Derivative financial
assets 7,491 (9,004) 25,816 - (23,306 - 997

Other information on financial liabilities in level 3 in 2011 idel®ws:

(In Thousands of New Taiwan Dollars)

Valuation Amount of Increase Amount of Decrease
Gain (Loss)
Beginning |in Net Income Purchase or Sale or Ending
Items Balance or Change in Transfer to Change in Transfer from Balance
Stockholders’| Fair Value Level 3 Fair Value Level 3
Equity
Financial liabilities at fai
value through profit or
loss
Derivative financial
liabilities $ 7,469 $ (9,248) $ 28,342 $ - $ (25,566) $ - $ 997

On financial instruments with fair values determined throughatain techniques, valuation showed
gains of $39,842 thousand in 2011 and $89,326 thousand in 2010.

As of December 31, 2011 and 2010, the interest income (expensep@ssodth financial assets
(liabilities) other than those at FVTPL was as follows:

Years Ended December 31

2011 2010
Total interest income $ 9,496,704 $ 9,153,962
Total interest expense 2,884,122 2,516,524

For the changes in fair value of available-for-sale fir@rassets, the Bank recognized in stockholders’
equity the unrealized losses of $279,928 thousand in 2011 and the udremline of $259,088
thousand in 2010, of which $19,847 thousand and $131,305 thousand, respectively;lassiied to
current gain in the income statement.

Financial risks

1) Market risk

On the risk management of the Bank, please refer to Note 31.
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2) Credit risk

The Bank is exposed to credit risk in the event of default oramiatby counter-parties or third
parties. The Bank makes credit commitments and issues iahgouarantees and standby letters
of credit only after careful evaluation of customers’ crgdithiness. On the basis of the result of
the credit evaluation, the Bank may require collateral befomevings are made against the credit
facilities. As of December 31, 2011 and 2010, the ratios afredcloans to total loans were
84.49% and 82.82%, respectively, and the ratio of secured financial gesramd standby letters
of credits to the totals of these two financial instemts were 37.53% and 36.13%, respectively.
Collaterals held vary and may include cash, inventories, nadolkeesecurities, and other properties.
If customers default, the Bank will, as required by circum&snéoreclose the collaterals or
execute other rights arising from the guarantees receivdie miaximum potential amount of
future payments represents the notional amounts that couldtheties the guarantees if there is a
total default by the guaranteed parties, without consideratipossible recoveries under recourse
provisions or of collaterals held or pledged.

The Bank has significant credit commitments principallytimedato credit cards issued and credit
facilities extended. The terms of most of the credit comentsirange from a half year to 10
years. Loan interest rates ranged from 1.40% to 7.25% in 2011 and from &.@2%% in 2010,
and the highest interest rate for credit cards throughout meass,yincluding 2011, has been
19.99%. The Bank also provided guarantees on customers’ loans arsl détteedit obtained
from third parties. The maturity dates of these commitmeats wot concentrated in a particular
period.

The amounts of financial contracts with off-balance-sheet ciisllg as of December 31, 2011 and
2010 were as follows:

December 31

2011 2010
Credit commitments for credit cards $ 172,680,945 $ 174,597,000
Guarantees and standby letters of credit 10,223,821 9,837,554
Irrevocable loan commitments 900,303 535,838

The maximum exposure of counterparties presented above wereohasealuations of off-balance
sheet credit risk contracts with positive amounts on thanba sheet date. Concentrations of
credit risk exist when changes in economic or other fastordarly affect groups of counterparties
whose aggregate credit exposure is material in relatiohetdank’s total credit exposure. The
Bank manages credit risk by maintaining a diversified plaotfdéimiting its exposure to any one
geographic region, country or individual creditor and monitoringemosure continually. Credit
risk profiles by region were not significant on December 31,128nd 2010. The Bank’s most
significant concentrations of credit risk as of December 31, 20ii1 2010 are summarized as
follows:

Carrying Amount

Credit Risk Profile December 31

by Counter-party 2011 2010
Consumer $ 140,643,383 $ 146,782,202
Private sector 39,922,216 35,005,468
Government - 2,174,000

$ 180,565,599 $ 183,961,670
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Credit Risk Profile December 31, Credit Risk Profile December 31,

by Industry Sector 2011 by Industry Sector 2010
Real estate activities $ 14,658,821 Real estate activities $ 12,225,152
Commercial 7,450,261 Commercial 7,521,571
Manufacturing 6,022,603 Finance and insurance 4,943,447
$ 28,131,685 $ 24,690,170

The amounts of the credit risks of the above loans were the same aartlyaagcamounts.
Liquidity risk

As of December 31, 2011 and 2010, the liquidity reserve ratios 2@&7% and 21.13%,
respectively. The Bank has sufficient capital and workiagital to execute all its contract
obligations and has no liquidity risk. The possibility of faglito liquidate the derivative financial
instruments at reasonable prices is remote.

The management policy of the Bank is to match the maturity ratedest rate of its assets and
liabilities. Due to the uncertainty resulting from termdgransactions, the maturities and interest
rates of assets and liabilities usually did not fully matahedher. This gap may give rise to gain
or loss.

The Bank applied the appropriate method to group assets and liabilifies maturity analysis of
assets and liabilities was as follows:

December 31, 2011

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

Assets
Cash and cash

equivalents $ 7,887,592 $ 135,000 $ 162,000 $ 206,000 $ - $ 8,390,592
Due from the Central

Bank and other banks 73,106,171 21,426,807 1,553,316 2,584,946 3,110,529 101,781,769
Financial assets at fair

value through profit

or loss 5,569,794 26,712 1,541 1,326 2,568,170 8,167,543
Securities purchased

under resell

agreements 251,626 - - - - 251,626
Receivables 5,430,305 3,480,702 2,421,023 3,932,730 1,153,479 16,418,239
Discounts and loans 8,576,978 10,365,330 15,542,071 38,094,496 120,027,909 192,606,784
Available-for-sale

financial assets 150,502 - 231,413 400,832 6,734,149 7,516,896
Held-to-maturity

investments 393,765 - - 234,171 685,079 1,313,015
No active market debt

instruments - - - - 44,723,018 44,723,018

101,366,733 35,434,551 19,911,364 45,454,501 179,002,333 381,169,482

Liabilities

Call loans and due to

banks 34,266 - 2,500,000 4,472,990 - 7,007,256
Financial liabilities at

fair value through

profit or loss 23,814 8,778 635 625 - 33,852
Securities sold under
repurchase
agreements 21,263,332 13,248,798 10,043 - - 34,522,173
Payables 4,169,924 779,244 486,689 222,011 189,434 5,847,302
Deposits and remittance 28,260,490 39,075,349 51,066,384 95,219,848 109,134,839 322,756,910
Bank debentures - - - 1,190,000 3,700,000 4,890,000
53,751,826 53,112,169 54,063,751 101,105,474 113,024,273 375,057,493
Net liquidity gap $ 47614907 $ (17.677.613  $ (34.152.38)  $ (55.650.97p $ 65978060 S  6.111.989
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December 31, 2010

Due Between Due Between
after One Month after Three Due Between
Duein and Three Months and Six  after Six Months Due After
One Month Months Months and One Year One Year Total

Assets
Cash and cash

equivalents $ 8,441,278 $ 135,000 $ 162,000 $ 206,000 $ - $ 8,944,278
Due from the Central

Bank and other banks 51,001,623 2,811,383 2,584,032 2,142,937 2,784,302 61,324,277
Financial assets at fair

value through profit

or loss 2,992,371 9,299 11,652 4,501 - 3,017,823
Securities purchased

under resell

agreements 39,500 - - - - 39,500
Receivables 5,814,951 3,874,896 2,710,456 4,409,251 1,713,053 18,522,607
Discounts and loans 7,801,276 8,243,834 14,237,611 32,244,742 128,555,329 191,092,792
Available-for-sale

financial assets - - 253,804 676,567 5,299,678 6,230,049
Held-to-maturity

investments 141,320 - - 1,885,435 1,245,879 3,272,634
No active market debt

instruments 221 442 664 1,327 50,876,169 50,878,823

76,232,540 15,074,854 19,960,219 41,570,760 190,484,410 343,322,783

Liabilities

Call loans and due to

banks 61,436 - 5,700,000 4,525,910 - 10,287,346
Financial liabilities at

fair value through

profit or loss 34,584 3,997 8,451 4,401 151 51,584
Securities sold under
repurchase
agreements 26,637,022 6,959,904 - - - 33,596,926
Payables 2,271,780 787,827 406,654 185,823 186,812 3,838,896
Deposits and remittance 31,346,739 35,690,114 49,400,560 77,069,543 96,098,898 289,605,854
Bank debentures 2,000 - - 1,988,000 2,900,000 4,890,000
60,353,561 43,441,842 55,515,665 83,773,677 99,185,861 342,270,606
Net liquidity gap $ 15878979  $ (28.366.988 $ (3555544F  $ (42.202.91) $ 91.298549  $ 1,052,177

31. MARKET RISK CONTROL AND HEDGE STRATEGY
a. Risk managing indicators and strategy
The Bank’s main risks are credit risk, market risk and ligiiisk. The risk management policies are
1) short-term goal - to integrate and collect any risk bgto set up quantifiable risk quote; and 2)
long-term goal - to maximize stockholders’ return by setting ufskamanagement and evaluation
system and properly allocating capital in a way that is most beneféigtddkholders.
b. Quantifiable risk measurement and control
1) Credit risk: The goal is to control risk at a toleraleleel by setting up measurement tools that
quantify risk across products and businesses. Then, the Babkistetd model loan procedures
for employees to follow to ensure the protection of stockholders and depésitoisan risks.

a) Setting up credit risk measurement system and databasenékéng loans and reserving the
historical data of credit risk measurement.

b) Setting up a credit rating system linked to the interest spread.

¢) Adjusting the credit risk measurement model and instrumentlght of the economy,
forecasting and customer attributes to ensure that data matchcactaat conditions.
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2)

3)

4)

Market risk: The goal is to set up risk identifying,alenating, monitoring, reporting and
controlling procedures. The Bank has established risk manag@noeetiures and mechanisms
under the guidelines of Basel Il and plans to build a risk manadesystem to ensure that the
outcomes of risk-taking activities are predictable andnétten the Bank’s risk tolerance parameter
and that there is an appropriate balance between risk and reward.

a) The trade limit control: The limit approved by the board céafiors or senior management
committees includes the limit on investments, transactions imgpleounter-parties and
traders’ financial instrument transactions as well as totdinmaimit.

b) The price risk control: The marked-to-market valuatiethmd is used to measure the open
position on the basis of daily settlement prices. The data wsitisity analysis of all
outstanding positions and stop-loss monitor information can be obtairmdjlththe trading
management system.

c) Therisk report: To ensure risk control effectively, tartding position reports and integrated
risk management reports are available on a continuing basis.

Operational risk:  For risk management, the Bank establishéalltheing:
a) Strategy and control procedures at all bank levels;

b) A database and reporting system on operational risk losshgatativity unit or activity and
keep the data to improve internal control;

¢) An information and employee backup system to carry out stopgiassedures in certain
situations.
Liquidity risk

The Bank actively manages the diversification of its depiadiilities by source, type of depositor,
instrument and term. It measures and forecasts cash commsitof@ht and conducts regular
liquidity crisis stress testing. The Bank’s liquidity dogency plan provides the framework from
which to determine an appropriate action plan in the event of a liquidstg.cri

-162 -



32. CAPITALADEQUACY RATIO

(In Thousands of New Taiwan Dollars, %)

Year December 31, 2011
ltems Union Bank Consolidated
Tier 1 capital $ 15,534,886 $ 16,252,529
Eligible capita T?er 2 cap?tal 5,245,841 5,757,287
Tier 3 capital - -
Eligible capital 20,780,727 22,009,816
Standardized approach 157,020,288 164,071,644
Credit risk |Internal ratings-based approach - -
Securitization - 37,186
Basic indicator approach 15,633,843 17,361,014
Risk-weighted OperationalStandardized approach/alternative
assets risk standardized approach i )
Advanced measurement approach - -
. |Standardized approach 5,666,525 5,790,138
Market risk
Internal model approach - -
Risk-weighted assets 178,320,666 187,259,882
Capital adequacy ratio 11.65 11.75
Ratio of Tier 1 capital to risk-weighted assets 8.71 8.68
Ratio of Tier 2 capital to risk-weighted assets 294 3.07
Ratio of Tier 3 capital to risk-weighted assets - -
Ratio of common stock to total assets 414 4(10
Leverage ratio 412 4.26

Note 1: The above tables were prepared in accordance withRiébgulations Governing the Capital
Adequacy Ratio of Banks” and related calculation tables.

Note 2: Formulas used were as follows:

1)

2)

3)
4)
5)
6)
7

8)

Eligible capital = Tier 1 capital + Tier 2 capital + Tier 3 ¢alpi

Risk-weighted assets = Risk-weighted asset for creslit +i Capital requirements for
operational risk and market risk x 12.5.

Capital adequacy ratio = Eligible capital + Risk-weighte@tass

Ratio of Tier 1 capital to risk-weighted assets = Tier 1 abpiRisk-weighted assets

Ratio of Tier 2 capital to risk-weighted assets = Tier 2 abpiRisk-weighted assets

Ratio of Tier 3 capital to risk-weighted assets = Tier 3 abpiRisk-weighted assets

Ratio of common stock to total assets = Common stock + Total assets

Leverage ratio = Tier 1 capital + Adjusted averagel tatsets (the average total asset -
goodwill, deferred losses on the sale of nonperforming loans andntbant of ineligible

items [as defined in the “Methods for Calculating the Elegi@apital and Risk-weighted
Assets of Banks”] deducted from the Tier 1 capital)
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(In Thousands of New Taiwan Dollars, %)

Year December 31, 2010
Items Union Bank Consolidated
Tier 1 capital $ 13,539,665 $ 14,200,593
Eligible capita T?er 2 cap?tal 3,715,928 4,162,325
Tier 3 capital - -
Eligible capital 17,255,593 18,362,918
Standardized approach 154,210,916 161,235,905
Credit risk |Internal ratings-based approach - -
Securitization 629 54,476
Basic indicator approach 14,993,291 16,722,350
Risk-weighted OperationalStandardized approach/alternative
Assets risk standardized approach i )
Advanced measurement approach - -
. |Standardized approach 3,225,875 3,314,250
Market risk
Internal model approach - -
Risk-weighted assets 172,430,711 181,326,981
Capital adequacy ratio 10.01 10.13
Ratio of Tier 1 capital to risk-weighted assets 7.85 7.83
Ratio of Tier 2 capital to risk-weighted assets 216 2.30
Ratio of Tier 3 capital to risk-weighted assets - -
Ratio of common stock to total assets 4.53 4,50
Leverage ratio 3.85 3.94

33. ASSET QUALITY, CONCENTRATION OF CREDIT EXTENSIO NS, INTEREST RATE

SENSITIVITY, PROFITABILITY AND MATURITY ANALYSIS OF

a. Credit risks

1) Asset quality: Table 3 (attached)

2) Concentration of credit extensions

ASSETS AND LIABILITIES

(In Thousands of New Taiwan Dollars, %)

Year Ended December 31, 2011

Year Ended Decemi&, 2010

Total Amount

Total Amount

of Credit Percentage of Credit Percentage
Rank Industry Endorsement | of Equity | Rank Industry Endorsement | of Equity
or Other (%) or Other (%)
Transactions Transactions

1 |B Group - real estate $2,602,304 11.85 1 | AGroup - real estate $3,551,584 17.67
2 |AGroup - real estate 2,411,150 10.98 2 | B Group - real estate 2,569,462 12.79
3 |D Group - real estate 2,397,075 10.92 3 | C Group - real estate 2,047,602 10.19
4 |F Group - real estate 2,072,000 9.44 4 | D Group - real estate 1,827,760 9.10
5 |C Group - real estate 1,724,612 7.86 5 | E Group - retail 1,222,234 6.08
6 | X Group - retail 1,638,163 7.46 6 | F Group - real estate 850,000 4.23
7 |T Group - real estate 924,800 4.21 7 | G Group - real estate 619,263 3.08
8 |Z Group - real estate 820,000 3.74 8 | H Group - retail 532,50( 2.65
9 |K Group - real estate 579,736 2.64 9 | | Group - aviation 502,666 2.50
10 [H Group - retail 553,800 2.52 10 |J Group - real estate 490,000 2.44

- 164 -



b. Interest rate sensitivity

Interest Rate Sensitivity
December 31, 2011

(In Thousands of New Taiwan Dollars, %)

Iltems 11to 90 Days | 91 to 180 Days 181 D\?geslrto Ong Over One Year Total
Interest rate-sensitive assets $ 275,141,618 6,125,053| $ 10,107,582 $ 20,086,084| $ 311,460,332
Interest rate-sensitive liabilities 248,327,221 11,622,163 33,659,561 17,370,392 310,979,337
Interest rate sensitivity gap 26,814,392 (5,497,110 (23,551,979 2,715,692 480,995
Net worth 13,450,135
Ratio of interest rate-sensitive assets to liab#iti 100.15%
Ratio of interest rate sensitivity gap to net worth 3.58%

Interest Rate Sensitivity
December 31, 2010

(In Thousands of New Taiwan Dollars, %)

Iltems 11to0 90 Days | 91 to 180 Days 181 Dsé/:rto One Over One Year Total
Interest rate-sensitive assets $ 235,734,239 7,038,372| $ 13,691,427 $ 19,590,572 $ 276,054,610
Interest rate-sensitive liabilities 128,821,835 128,391,152 14,888,860 12,053,024 284,154,871
Interest rate sensitivity gap 106,912,4p4 (121,352,780 (1,197,433 7,537,548 (8,100,261
Net worth 13,834,570
Ratio of interest rate-sensitive assets to liabsiti 97.15%
Ratio of interest rate sensitivity gap to net worth (58.55%)

Note 1: The above amounts included only New Taiwan dollar amountdyéie onshore branches
of the Bank (i.e., excluding foreign currency).

Note 2: Interest rate-sensitive assets and liabilitiesnntea revenues or costs of interest-earning
assets and interest-bearing liabilities are affected by ibtetteschanges.

Note 3: Interest rate sensitivity gap = Interest rate-sensiisets - Interest rate-sensitive liabilities.

Note 4: Ratio of interest rate-sensitive assets toliligsi = Interest rate-sensitive assets/Interest
rate-sensitive liabilities.

Interest Rate Sensitivity
December 31, 2011

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

Iltems 11to 90 Days | 91 to 180 Days 181 D$g:rto Ong Over One Year Total
Interest rate-sensitive assets $ 103,477 $ 3224 $ 1,377 $ 1,568,448 $ 1,695,736
Interest rate-sensitive liabilities 1,272,769 350,168 149,771 446 113,
Interest rate sensitivity gap (1,169,29P) (327,734) (148,396) 1,568,002 (77,420
Net worth 318,843
Ratio of interest rate-sensitive assets to liabiti 95.63%
Ratio of interest rate sensitivity gap to net worth (24.28%)

- 165 -



Interest Rate Sensitivity
December 31, 2010

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

Interest rate-sensitive assets $ 226,652 $ 9810 $ 15,695 $ 1,754,528 $ 2,007,973
Interest rate-sensitive liabilities 1,257,750 388,720 144,937 3 1,791,40
Interest rate sensitivity gap (1,031,098) (377,622) (129,242) 1,754,528 216,566
Net worth 253,968
Ratio of interest rate-sensitive assets to liabsiti 112.09%
Ratio of interest rate sensitivity gap to net worth 85.27%

Note 1: The above amounts include U.S. dollar amounts held by the erstamches, OBU and
offshore branches of the Bank, excludes contingent assets and contirigkiredia

Note 2: Interest rate-sensitive assets and liabilitiesnntea revenues or costs of interest-earning
assets and interest-bearing liabilities are affected by ihtetteschanges.

Note 3: Interest rate sensitivity gap = Interest rate-sensiisets - Interest rate-sensitive liabilities.

Note 4: Ratio of interest rate-sensitive assets tolitiaki = Interest rate-sensitive assets/Interest
rate-sensitive liabilities.

Liquidity risk

1) Profitability:

(%)
ltems 2011 2010
Return on total assets Before income tax 0.58 0.52
After income tax 0.48 0.40
Return on net worth Before income tax 10.56 9.74
After income tax 8.69 7.50
Profit margin 25.00 20.44
Note 1: Return on total assets = Income before (after) income taaffeveotal assets.
Note 2: Return on net worth = Income before (after) income tax/Averageonist
Note 3: Profit margin = Income after income tax/Total operating regenue
Note 4. Income before (after) income tax represents incomthéoyears ended December 31,

2011 and 2010.

2) Maturity analysis of assets and liabilities:

Maturity Analysis of Assets and Liabilities
December 31, 2011

(In Thousands of New Taiwan Dollars)

Remaining Period to Maturity

Total

1-30 Days 31-90 Days 91-180 Day4 181-365 Days Over 1 Year
Main capital inflow on
maturity $ 344,234,261 $ 101,950,941 $ 35,083,536 $ 19,263,322 $ 47,643,645 $ 140,292,817
Main capital outflow on
maturity 390,799,219 45,524,553 36,244,152 44,824,337 99,245,067 164,961,110
Gap (46,564,958) 56,426,388 (1,160,616 (25,561,015 (51,601,422 (24,668,293)
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Maturity Analysis of Assets and Liabilities
December 31, 2010

(In Thousands of New Taiwan Dollars)

Remaining Period to Maturity
Total 1-30 Days 31-90 Days 91-180 Day4 181-365 Days Over 1 Year
Main capital inflow on
maturity $ 300,562,620 $ 75,283,316 $ 14,685,296 $ 19,667,562 $ 41,660,523| $ 149,265,923
Main capital outflow on
maturity 352,933,224 35,211,468 34,577,982 45,941,514 84,965,520 152,236,740
Gap (52,370,604) 40,071,848 (19,892,686 (26,273,952 (43,304,997 (2,970,817

Note: The above amounts included only New Taiwan dollar amourtsrh#étle onshore branches
of the Bank (i.e., excluding foreign currency).

Maturity Analysis of Assets and Liabilities
December 31, 2011

(In Thousands of U.S. Dollars)

Total Remaining Period to Maturity
1-30 Days 31-90 Days 91-180 Days 181-365 Days Over 1 Year
Capital inflow on maturity $ 1,750,579 $ 112,25(¢ $ 16,357 $ 22,487 $ 1,379 $ 1,598,106

Capital outflow on
maturity 2,115,683 876,640 418,874 338, 150,346 319,290

Gap (365,104) (764,390) (402,517) (328,046) (148,967) 1,278,816

Maturity Analysis of Assets and Liabilities
December 31, 2010

(In Thousands of U.S. Dollars)

Total Remaining Period to Maturity
1-30 Days 31-90 Days 91-180 Day4 181-365 Days Over 1 Year
Capital inflow on maturity $ 2,029,836 $ 206,867 $ 21,802 $ 10,762 $15,699 $ 1,774,706
Capital outflow on
maturity 2,046,088 914,486 343,51} 388,781 5,348 253,961
Gap (16,252) (707,619) (321,715) (378,019) (129,644) 1,520,745

Note: The above amounts are book values of assets and liabiieé by the onshore branches
and offshore banking unit of the Bank in U.S. dollars, without off-balamseunts (for
example, the issuance of negotiable certificate of deposits, bondsks) stoc

34. ACQUISITIONS OF ANOTHER FINANCIAL INSTITUTION’'S  ASSETS, LIABILITIES AND
OPERATIONS

To integrate its operating resources and promote Bank’s cdinpediss in the financial market, the board
of directors resolved on December 17, 2009 to merge the BahkUmion Bill Finance Corporation
(UBF), with the Bank as the survivor equity. Under the meogerttract, the Bank will acquire UBF’s
assets and liabilities through a share swap at a 1:1.13wdttioeach share of UBF to be exchanged for
1.13 shares of the Bank. The merger contract stated that thisaatd be adjusted. On June 23, 2010,
the board of directors approved the change of the swap ratid.id 1with August 16, 2010 as the merger
date. The merger was completed on August 16, 2010. The asddiahdities recognized by UBF on
the merger date and all rights and obligations as of the merger el@@ssumed by the Bank.

The issued capital of the Bank before the merger was $17,536,62@rttpuspresenting 1,753,662
thousand shares at a par value of NT$10.00, consisting of 1,451,153 thousam@zhczimares and 302,509
thousand preferred shares. The Bank increased its capital by $1,94&8%8nd by issuing 194,838
thousand common shares for the merger. The issued capital &attie after merger amounted to
$19,484,996 thousand. This issuance was approved by the Ministry of Economic Affairs.
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UBF started preparations for its establishment in November 19@4vas established in July 1995. It
began its main operating activities and generated major resemuOctober 11, 1995. Under approval by
authorities, UBF mainly brokers and trades short-term bills; nnies, certifies, guarantees and endorses
commercial paper; brokers government bonds, financial bonds amhgtrébonds; and does
derivatives-related business.

The Bank applied Statement of Financial Accounting StandaFisENo. 25 - “Business Combinations”
to the merger with UBF. Under SFAS No. 25, since the Bank had tontoUBF before the merger,
the Bank recognized (a) UBF’s assets and liabilities at bable at the Bank’s percentage of ownership
(42.76%) and (b) the remaining assets and liabilities attdbttethe minority interest (57.24%) at fair
value as of the merger date. Also in line with SFAS No. 25gsihe Bank’s accounting policies on
assets and liabilities were more appropriate to use tlae tf UBF, the Bank adjusted the book value of
UBF’s assets and liabilities on the basis of the Bank’s accountinggsolic

Also under SFAS No. 25, the Bank recognized $1,714,571 thousand as thefcasfuiring
minority-interest shares and issued 194,838 thousand common shares$@&B8 NbEr share to the
stockholders. The amount of $130,498, resulting from the deduction of the set¢tfais value of
$1,584,073 thousand from the acquisition cost of $1,714,571 thousand, was recorded as goodwiill.

The amounts of the assets and liabilities recognized by #mk Bfter the merger are summarized as
follows:

Fair Value
of Identifiable
Net Assets Book Value Total

Cash and cash equivalents $ 513,308 $ 383,457 $ 896,765
Due from the Central Bank and other banks 572,400 427,600 1,000,000
Financial assets at fair value through profit or loss 211,721 158,162 369,883
Receivables, net 245,999 183,769 429,768
Available-for-sale financial assets 2,055,740 1,535,700 3,591,440
Held-to-maturity financial assets 118,610 88,605 207,215
Financial assets carried at cost 5,310 3,967 9,277
Other financial assets 13,107 9,791 22,898
Land 4,330 3,234 7,564
Buildings 3,426 2,559 5,985
Machinery and equipment 1,831 1,368 3,199
Transportation equipment 653 488 1,141
Leasehold improvements 665 496 1,161
Other assets 79,658 52,179 131,837
Securities sold under repurchase agreements (2,104,361) (1,572,021) (3,676,382)
Payables (17,120) (22,790) (29,910)
Other financial liabilities (753) (562) (1,315)
Other liabilities (120,45) (95,512 (215,963
Subtotal 1,584,073 $ 1,170,490 $ 2,754,563
Cost of combination 1,714,571

Goodwill $ 130,498 $ 130,498

The foregoing fair values and book values of identifiable nettasvere calculated at the share ratios of
57.24% and 42.76%, respectively, on the basis of the unaudited finstatemhents prepared by UBF. In
calculating the amount corresponding to the share ratio of 42.76%, nkenBd already adjusted the book
value of UBF's assets and liabilities in accordance with the Baoktuating policy.
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35.

All of UBF’s operating results after August 16, 2010 were induihethe Bank's income statement, but
any profit or loss before the merger date was not included. cdfoparison purposes, the combined pro
forma income statements for 2010 are provided as follows (Ut#as for the period from January 1, 2010
to August 15, 2010 had been prepared by UBF and all of these datedraddjusted in accordance with
the Bank’s accounting policy).

ltems 2010
Net interest $ 6,585,622
Net revenues and gains other than interest 338,362
Net revenues 6,923,984
Bad-debt expenses for loans (409,502)
Operating expenses (4,716,83y
Income before income tax 1,797,645
Income tax expense (423,038
Net income $ 1,374,607
Earnings per share (NT$) $0.90

The pro forma combined statements of income are presentdtu$trative purposes only. That is, this
information merely shows the results of operations under thevgion that the Bank merged with UBF
on January 1, 2010 and represents neither the future financial posititimermasult of operations of the
merged Bank and UBF.

ADDITIONAL DISCLOSURES

Following are the additional disclosures required by the SecunitéeEatures Bureau:

a. Significant transactions of the Bank and its investees:

1) Financing provided: The Bank - not applicable; investee company - none

2) Endorsement/guarantee provided: The Bank - not applicablesté®s/ company - Table 1
(attached)

3) Marketable securities held: The Bank - not applicable; investepany: Table 2 (attached)

4) Acquired and disposed of investee investment at costsceisf at least NT$300 million or 10%
of the issued capital: None

5) Acquisition of individual real estates at costs of astlédT$300 million or 10% of the issued
capital: None

6) Disposal of individual real estates at prices of attIBI$300 million or 10% of the issued capital:
None

7) Allowance for service fee to related parties amounting to atNg&&& million: None

8) Receivables from related parties amounting to at IEB$80D million or 10% of the issued capital:
None

9) Sale of nonperforming loans: None

10) Financial asset securitization: None

-169 -



11) Other significant transactions which may affect the datisf financial statements users: Table 3
(attached)

12) The information of investees: Table 4 (attached)
13) Derivative financial transactions: Please see Note 6.

b. Investment in Mainland China: None.

36. SEGMENT INFORMATION
The information reported to the Bank’s chief operating decision madke the assessment of segment
performance focuses mainly on operating and profit or loss. Tdwmumiing policies of the reportable
segments are the same as the Bank’s significant accountimgepatiescribed in Note 2. The Bank's
reportable segments under the Statement of Financial Accounting Stahtard1 - “Operating Segments”
are as follows:

a. Corporate banking unit: Corporate banking, foreign exchange bugebssnanagement and public
treasury business, etc.

b. Consumer banking unit: Consumer banking, financial management antusiaess, credit card
business and auto-loan business, etc.

c. Wealth management and trust unit: Wealth management and trust business, e
d. Investing unit: Investing business in financial market, etc.

The analysis of the Bank’s revenue and results from continuingitopes by reportable segment was as

follows:
2011
Corporate Consumer Wealth
Banking Banking Management Investing Others Total
Net interest revenues $ 823,744 $ 2,307535 $ (303) $ 2,050,646 $ 1,480,731 $ 6,662,353
Net commissions and fees
revenues 73,907 664,313 434,048 72,142 124,431 1,368,841
Net revenues other than
interest 425,611 61,591 (28,517 (256,333 (926,649 (724,302
Total net revenues 1,323,262 3,033,439 405,228 1,866,450 678,513 7,306,892
Bad-debt expense for loans 458,291 1,010,336 - 61,407 (1,408,534) 121,500
Operating expenses 558,570 1,902,744 312,773 190,915 1,999,010 4,964,012

Income before incometax $ 306,401 $ 120,359 $ 92,455 $ 1,614,128 $ 88,037 $ 2,221,380
Asset (Note) $ - $ - $ - $ - 3% - 8 -

Note: The Bank provides only the average amounts of deposits amsl flr measuring the amount of
assets and liabilities, and the measured amounts disclosedreptrewould be zero based on the
interpretation (2010) No. 151 issued by the Accounting Research aredopexent Foundation
(ARDF).
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2010

Corporate Consumer Wealth
Banking Banking Management Investing Others Total
Net interest revenues $ 925599 $ 2,701,759 $ (291) $ 2,001,902 $ 1,021,319 $ 6,650,288
Net commissions and fees
revenues 77,158 833,300 433,111 30,725 111,910 1,486,204
Net revenues other than
interest 371,966 40,802 (21,669 171,315 (1,798,34D (1,235,92p
Total net revenues 1,374,723 3,575,861 411,151 2,203,942 (665,111) 6,900,566
Bad-debt expense for loans 256,591 1,272,395 - 16,664 (1,136,148) 409,502
Operating expenses 540,910 1,866,046 295,209 156,366 1,800,021 4,658,552

Income before incometax $ 577,222 $ 437,420 $ 115942 $ 2,030,912 $(1,328,98% $ 1,832,512

Asset (Note) $ - $ - $ - $ - 3% - 8 -

Note: The Bank provides only the average amounts of deposits amsl flr measuring the amount of
assets and liabilities, and the measured amounts disclosedreptrewould be zero based on the
interpretation (2010) No. 151 issued by the ARDF.

. SIGNIFICANT FOREIGN-CURRENCY FINANCIAL ASSETS A ND LIABILITIES

The significant foreign-currency financial assets and liabditivere as follows:

2011 2010
Foreign New Taiwan Foreign New Taiwan
Currencies Exchange Dollars Currencies Exchange Dollars
(Thousands) Rate (Thousands)  (Thousands) Rate (Thousands)

Financial assets

Monetary items
UsD $ 1,940,326 30.29 $ 58,772,475 1,972,999 29.152 $ 57,516,867
JPY 5,363,695 0.3903 2,093,450 5,362,449 0.3581 1,920,293
GBP 5,857 46.7678 273,919 6,628 45.2001 299,586
AUD 40,754 30.7746 1,254,188 33,526 29.6913 995,431
HKD 96,228 3.8983 375,126 119,607 3.7499 448,514
CAD 7,916 29.6815 234,959 8,366 29.1665 244,007
SGD 1,122 23.3179 26,163 836 22.7217 18,995
ZAR 398,710 3.7211 1,483,640 167,728 4.4036 738,607
CHF 805 32.2063 25,926 382 31.1120 11,885
THB 41 0.9595 39 115 0.9697 112
NzD 40,887 23.4142 957,336 75,024 22.5636 1,692,812
EUR 19,690 39.2104 772,053 26,644 38.9325 1,037,318

Financial liabilities

Monetary items
UsD 1,604,490 30.29 8,600,002 1,710,777 29.152 49,872,571
JPY 5,910,282 0.3903 2,306,783 5,569,011 0.3581 1,994,263
GBP 5,846 46.7678 273,405 6,638 45.2001 300,038
AUD 40,802 30.7746 1,255,665 33,501 29.6913 994,688
HKD 96,229 3.8983 375,130 119,547 3.7499 448,289
CAD 8,113 29.6815 240,806 8,348 29.1665 243,482
SGD 1,077 23.3179 25,113 837 22.7217 19,018
ZAR 398,817 3.7211 1,484,038 168,140 4.4036 740,421
CHF 780 32.2063 25,121 371 31.1120 11,543
NzD 40,892 23.4142 957,453 75,087 22.5636 1,694,233
EUR 19,646 39.2104 770,328 27,971 38.9325 1,088,981
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UNION BANK OF TAIWAN

ENDORSEMENTS/GUARANTEES PROVIDED
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise

TABLE 1

Guaranteed Party Ratio of
Limits on Amount of Accumulated .
Endorsement/ . Endorsement/ Endorsement/ Maximum
: Maximum Balance . Endorsement/

No. | Endorsement/Guarantee Provider Name Nature of Relationshi Guarantee Amount for the Year Ending Balance Guarantee Guarantee to Net Guarantee Amount

Pl Provided to Each Collateralized by Equity per the Allowable

Guaranteed Party Properties Latest Financial
Statements

1 |Union Capital (Cayman) Corp. Union Finance and Leasing Subsidiary US$ 16,207 $ 400,000 $ 400,000 $ 400,000 81.48 US$ 16,

International Corporation

P07
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UNION BANK OF TAIWAN

MARKETABLE SECURITIES HELD

DECEMBER 31, 2011

(In Thousands of New Taiwan Dollars and Foreign Currency, UnlesStated Otherwise)

TABLE 2

Issuer’s December 31, 2011
Holding Company Type and Issuer/Name of Marketable Securities R_elanons_hlp Financial Statement Account | Shares/Piece/Units : Percentage of Market Value or Note
with Holding Carrying Value .
Company (In Thousands) Ownership Net Asset Value
Union Finance and Leasing|__ Stock
International Corporation| Masterlink Securities Corporation. - ailAble-for-sale financial assets 872 $ 8,149 0.06% $ 8,149 Note 4
Photronics Semiconductor Mask Corp. - Available-for-sale finanssata 536 5,655 0.18% 5,65% Note 4
China Chemical Corporation - Available-for-sale financial assets 356 6,077 0.11% 6,077 Note 4
Union Capital (Cayman) Corp. Subsidiary Equity investment - equity method 50 UsS$ 16,207 100.00% UsS$ 16,207 Note 1
New Asian Ventures Ltd. Subsidiary Equity investment - equity method - US$ 2,486 100.00% US$ 2,486 Note 1
WI Harper Group - Unquoted equity instruments 667 2,533 3.33% 3,492 Note 1
ERA Communications Co., Ltd. - Unquoted equity instruments 425 1,415 0.33% 6,132 Note 1
Yung Li Securities Co., Ltd. - Unquoted equity instruments 1 487 0.99% 389 Note 1
Schmidt Technology Co., Ltd. - Unquoted equity instruments 63 - 0.29% 441 Note 1
Bond
Taiwan Life Insurance Co., Ltd. - Financial assets designated at fair 500 46,215 - 46,215 -
value through profit or loss
Union Information Stock
Technology Corporation | Jin Shang Chang Development Co., Ltd. - Availadelofinancial assets - - - - Note 4
ELTA Technology Co., Ltd. - Unquoted equity instruments 2,000 17,132 16.33% 25,999 Note 3
eBizServe, Inc. - Unquoted equity instruments 236 654 1.17% 825 Note|3
Xiehe E-commerce Co., Ltd. - Unquoted equity instruments 169 - 7.99% - Note 3
Union Finance InternationalBond
(HK) Limited HBOS Capital Funding LP - Available-for-saledncial assets 900 USs$ 533 US$ 533 -
Penn West Energy - Available-for-sale financial assets 29 uUS$ 574 - $US 574 -
Stock
ING Group N.V. - Available-for-sale financial assets 33 US$ 61y - $US 617 Note 4
Applied Materials Inc. - Financial assets at fair value through 3 US$ 1,181 - Uss$ 1,181 Note 4
profit or loss
Merck & Co., Inc. - Financial assets at fair value through 12 US$ 441 - US$ 441 Note 4
profit or loss
EBAY Inc. - Financial assets at fair value throygh 14 Uss$ 415 - USss$ 415 Note 4
profit or loss
Beneficial certificates
Global Emerging Markets Debt Fund - Financial assets at fair ttaloegh 4 US$ 447 - US$ 447 Note 4
profit or loss
(Continued)
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Issuer’s December 31, 2011
Holding Company Type and Issuer/Name of Marketable Securities Rglat|on§h|p Financial Statement Account | Shares/Piece/Units . Percentage of Market Value or Note
with Holding Carrying Value .
C (In Thousands) Ownership Net Asset Value
ompany
Union Insurance Broker Stock
Company Asus Computer Corp. - Available-for-sale financial assets 4 $ 82( - $ 820 e Mot
Pegatron Corporation - Available-for-sale financial assets 8 271 - 277 e Mot
New Asian Ventures Ltd. Stock
Grace Thw Holding Limited - Unquoted equity instruments 1,687 uss$ 2,000 0.81% USs$ 1,993 Note 2

The Bank’s investees had investments in companies with shares having rdbrgadtet prices. The net asset values of these companies were badsetbbovting:
Note 1: Union Finance and Leasing International Corporation:

a. WI Haper Group, ERA Communications Co., Ltd., Yung Li Securities Co., Ltd. and Sdmminfiology Co., Ltd. - audited stockholders’ equity as of December 31, 2011.
b. New Asian Ventures Ltd. and Union Capital (Cayman) Corp. - the audited dtterishequity as of December 31, 2011.

Note 2: New Asian Ventures Ltd.:
Grace Thw Holding Limited - unaudited stockholders equity as of December 31, 2011.

Note 3: Union Information Technology Corporation - the basis of the calculaitihe market values of its investments is shown as follows:
a. ELTATechnology Co., Ltd. - audited stockholders’ equity as of December 31, 2011.
b. eBizServe, Inc. - the audited stockholders’ equity as of December 31, 2011.

c. Xiehe E-commerce Co., Ltd. - unaudited stockholders’ equity as of December 31, 2011.

Note 4: The market values of the listed and OTC stocks intludfnancial assets at fair value through profit or lossar@dlable-for-sale financial assets were based on the daging prices as of balance sheet date. The market vdlues o
beneficial certificates were based on net asset values as of theebsti@et date.

(Concluded)
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TABLE 3

UNION BANK OF TAIWAN

ASSET QUALITY
DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, %)

Period December 31, 2011 December 31, 2010
| Nonperforming Ratio Of. Allowance for | Coverage Ratio Nonperforming Ratio Of. Allowance for | Coverage Ratio
tems Loans Loans Nonperforming Possible Losses (Note 3) Loans Loans Nonperforming Possible Losses (Note 3)
(Note 1) Loans (Note 2) ) (Note 1) Loans (Note 2) )
Corporate Secured $ 400,864 $ 55,975,921 0.72% $ 651,295| $ 47,862,791 1.36%
Banking Unsecured 36,301 23,550,123 0.15% $ 772,445 176.69% 244,446 24,884,802 0.98% $ 769,586 85.92%
Housing mortgage (Note 4) 171,979 99,904,119 0.17%% 970,379 564.24% 258,371 107,260,319 0.24% 109,801 42.50%
Consumer Cash card 29,672 352,450 8.42% 53,017 178.68% 150,215 635,823 23.63% 359,715 239.47%
Banking Small scale creditSIoans (dNote 5) 94513;90511 ; 2,31332;5599 : 133;/1% 47,569 115.91% %987136 522(;4('57725; b O4i?é€(«))/°/o 189,460 211.06%%
ecure , ,333, .13% : ,220, .19%
Other (Note 6) [ Gnsecured 1,999 1,250,498 0.16% 83381  701.09% 5,598 2,288,868 0.24% 7131 46.27%
Depos¢s and Certificates of deposit . 1,103,089 - - - - 892,377 - - -
Remittances
Loan 691,751 192,606,784 0.36% 1,926,791 278.54% 1,409,505 191,092,792 0.74% 1,435,693 101.86%
Nonperforming Ratio Of. . | Nonperforming Ratio Of. .
. . Nonperforming | Allowance for | Coverage Ratio . , Nonperforming | Allowance for | Coverage Ratio
Receivables Receivables . . Receivables Receivables , :
(Note 1) Receivables | Possible Losses (Note 3) (Note 1) Receivables | Possible Losses (Note 3)
(Note 2) (Note 2)
Credit cards 36,116 13,374,834 0.27% 298,653 826.93% 97,189 14,858,556 0.65% 500,784 515.27%
Accounts receivable factored without recourse
(Note 7) i i i i i i i i i i

Note 1: Nonperforming loans are reported to the authorities and disabotbedgublic, as required by the “Regulations Governing the Proceduresifon@institutions to Evaluate Assets and Deal with Nonperformingébonied Loans.”
Nonperforming credit card receivables are reported to the autb@rteedisclosed to the public, as required by the Banking Bureau’s leteddbt®, 2005 (Ref. No. 0944000378).

Note 2: Ratio of nonperforming loans: Nonperforming loans + Outstandamgdalance.
Ratio of nonperforming credit card receivables: Nonperformingtaradi receivables + Outstanding credit card receivables balance

Note 3: Coverage ratio of loans: Allowance for possible lossdedns + Nonperforming loans.
Coverage ratio of credit card receivables: Allowance for possib$es for credit card receivables + Nonperforming credit card/ades.

Note 4: The mortgage loan is for house purchase or renovation and is fulgdsbyg housing that is purchased (owned) by the borrower, the spouse or the rdrem ohihe borrowers.

Note 5: Based on the Banking Bureau'’s letter dated December 19, 2005 (Ref. N@10®50), small-scale credit loans are unsecured, involve small amounts amkt exedit cards and cash cards.

Note 6: Other consumers banking loans refer to secured or unsecureth#ansiude housing mortgage, cash cards, credit cards and smalksdallmans.

Note 7: As required by the Banking Bureau in its letter datéd 1P, 2005 (Ref. No. 094000494), factoring accounts receivable withauirsecare reported as nonperforming receivables within thoeghs after the factors or insurance

companies refuse to indemnify banks for any liabilities on these accounts.
(Continued)
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Not reported as nonperforming loans or nonperforming receivables

December 31, 2011

December 31, 2010

Items

Not Reported as
Nonperforming

Not Reported as
Nonperforming

Not Reported as
Nonperforming

Not Reported as
Nonperforming

\"=)

Types Loans Receivables Loans Receivables
Amounts of executed contracts on negotiated debts not

reported as nonperforming loans and receivables (Note 1) $ 261,682 $ 1,103,340 $ 347,757 $ 1,595,03
Amounts of discharged and executed contracts on clearance

of consumer debts not reported as nonperforming loans

and receivables (Note 2) 62,089 1,085,042 77,085 1,100,915
Total 323,771 2,188,382 424,842 2,695,953

Note 1: Amounts of executed contracts on negotiated debts that are not rapartegherforming loans or receivables are reported in accordance widmitied3Bureau’s letter dated April 25, 2006 (Ref. No. 09510001270).

Note 2:  Amounts of discharged and executed contracts on cleafaocasumer debts that are not reported as nonperforming loaeseorables are reported in accordance with the Banking Bsilester dated September 15, 2008 (Ref.

No. 09700318940).
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UNION BANK OF TAIWAN

INFORMATION OF AND PROPORTIONATE SHARE IN INVESTEES

YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars)

TABLE 4

Proportionate Share of the Bank and its Affiliates in Investees
Percentage Investment Gain Total
Investee Company Location Main Businesses and Products of Carrying Value L Shares Pro Forma sh Percentage| Note
Ownership (Loss) (Thousands) | Shares (Note 2) ares of
(Thousands) .
Ownership
Financial-related
Union Finance and Leasing International Taipei Installment, leasing and accounts receivabl@00.00% $ 806,789 $ 62,941 70,000 70,000 100.00% N
Corporation factoring
Union Finance International (HK) Limited Hong Kopimport and export accommodation 99.99% 80,941 2,566 30,002 30,002 100.00%
Union Securities Investment Trust Corporation Taipei Securitiestiment trust 35.00% 121,178 5,033 13,096 13,006 43.65% I
Union Insurance Broker Company Taipei Personal insurance agency 100.00% 24,793 15,969 500 500 100.00% No
Taiwan Asset Management Corporation Taipei Purchase, sell andenamaperforming 0.57% 100,000 7,072 10,000 10,000 0.57%
loans from financial institution
Taiwan Financial Asset Service Corporation Taipei Propertyaucti 2.94% 50,000 500 5,000 5,000 2.94%
Huan Hua Securities Finance Co. Taipei Securities finance 0.5B% 38,454 - 3,942 3,942 0.53%
Sunny Asset Management Co. Taipei Purchase, sell and manage nonpgrform 6.44% 3,864 507 386 386 6.44%
loans from financial institution
Taipei Forex Inc. Taipei Foreign exchange brokering 0.81%% 2,113 1 51 160 160 0.81%
Fu Hua Venture Corporation Taipei Investments 5.00% 23,926 - 3,000 3,000 5.00%
Jiao Da Venture Corporation Taipei Investment 5.00% 3,316 - 1,193 1,193 5.00%
Li Yu Venture Corporation Taipei Investment 4.76% 7,946 - 1,008 1,008 4.76%
Taiwan Futures Exchange Co., Ltd. Taipei Futures clearing 2.04% 71,250 8,168 5,538 5,538 2.04%
Nonfinancial-related
Union Information Technology Corporation Taipei Software and hardware prnedaittand 99.99% 14,372 (8,471) 1,000 1,000 99.99% N(
distribution services
Union Real-Estate Management Corporation Taipei Construction plaawrawid consulting 40.00% 66,721 12,676 4,000 4,000 80.00%
Financial Information Service Co., Ltd. Taipei Information service 2.39% 118,782 11,971 10,774 10,774 2.39%
Taiwan Depository & Clearing Corporation Taipei Financial service 0.25% 13,916 928 779 779 0.25%
Lian An Service Corporation Taipei Security service 5.00% 1,501 100 125 125 5.00%
Save Com International Inc. Taipei Telecommunication and network atiteg 0.07% 75 - 63 63 0.07%
Taiwan Power Corporation Taipei Electricity-related business 0.0012% 6,123 - 395 395 0.0012%
Global Communication Semiconductor, Inc. U.S.A Semiconductor business 0.85% 9,185 - 278 278 0.85%

ote
Note

Note
e

hte

Note

Note:

The investees’ information shown above is based on audited finapgek as of December 31, 2011.
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