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Dear shareholders,

In the past year, the global economy recovered
slowly and the banks endeavored to write off the bad
debt. Although facing this tough circumstance, we still
kept our business growth and development. Last year,
the EPS before tax was NT$1.62 which surpassed the
other banks. This showed a good teamwork and
excellent operation of us. We appreciated you, the
shareholders, for your support and concern to make
Dah-Chung Bills a successful enterprise. In order to
make more profit to feedback our shareholders, we will
work diligently and keep the spirit of profession,
sincerity, stability and dependability as our maxim.

In 2002, the global economic growth was only
1.7%, and the recovery of world economy is still in
uncertainty. Because of the scandal of enterprises in
US and the US-Iraq war, the stock market, the
investment, the employment market and the consumer
spending are all shrinking. On the other hand, the slow
economy and the flow of global capital into China
enthusiastically reduced the Taiwan investment and the
CPI droped 0.2% last year. But the strong growth of
export reached 11.8% for the last three quarters, the
domestic economy showed the good sign. This
showed that the economy was getting better from
valley to recovery. The economy growth of 3.24% in
2002 was better than that of —2.18% in 2001. In
financial area, the M1B growth rate increased 16% and
the average of exchange rate under the control of
thecentral bank was within NT$34.55 against dollar.
The exchange rate reached the lowest position since
1987 and the short-term interest rate remained low. In
order to stimulate the domestic investment, the
government makes lots of incentives, especially the
exemption from tax for five years for new investments.
On the other hand, the Central Bank of China decides
not to adjust the rediscount rate and adopts loose
monetary policy. This will keep interest, inflation and
exchange rate low. Under this circumstance, it will be
a good opportunity for our business.

Since Taiwan’s economy was correlated to the
international economy, the low global growth in 2002
also reduced Taiwan domestic demand. In order to
improve the declined US economy, FED kept

reduceing interest rate. This policy caused a chain
reaction of many countries to reduce the interest rate.
At the same time, the Central Bank of China also
reduced the interest rate. The money and bond market
were favored by this low interest situation. In 2002,
Dah-Chung Bills accumulated net pretax earnings of
NT$675,567,000 (rate of return on net worth is
16.23%) which achieved the budget by 161%. The
after-tax profit amounted to NT$634,277,000 (rate of
return on net worth is 15.24%). The before-tax profit
per share came to NT$1.62 and the after-tax profit per
share came to NT$1.52. Although, the global economy
is in uncertainty, we can still make more profit. From
this, we can see that the stability strategy is the
foundation of profit.

For the coming year, many financial institutions
merge into financial holding companies. Though they
will provide a convenient one-stop-shop service, the
effect is not strong because they are still in
coordination. On the other hand, an excellent financial
institution not joining the financial holding company,
with good profit ability and with a professional
knowledge in finance does have a competitive
capability. Also, the Ministry of Finance is considering
opening new business for financial institution. This
shows that the financial institutions with professional
ability could compete and survive in this challenging
environment.

Moreover, the pass of Bill Finance Management
Law not only shows the importance of bills finance
industry but also lets the official notice the demand for
new business from bill finance industry. We will apply
new financial instruments to extend business to make
more profit. Since the bills finance firms provide
financial service, we have the obligation to follow the
government economic policy, to stabilize the financial
environment, to improve the whole investment
environment, and to lift the industrial international
competitive advantage. We also understand in mind
that it is our obligation to lift business operation and to
make more profit for the shareholders. At last, we offer
our sincerest thanks for your support and concern.



1998 March 18, Completed registration to raise fund
in cash to be capital in 1998
May 19, The 2nd board of directors were re-elected
1. July 16, Get bond trading license from the
Security and Future Commission.
August 15, Begin to trade bonds in Taipei
headquarter.
September 29, Approval of establishing Tao
Yuan branch.
September 30, Capitalized NT $ 114,840,000
in retained earnings, after which capital was
amount to NT$ 3,942,840,000.
1999 September 4, Approval of establishing Kao
Hsiung branch.

3. September 28, Tao Yuan branch was established.
October 4, Capitalized NT $ 118,285,000 in
retained earnings, after which capital was
amount to NT$ 4,061,125,000.

October 28, Obtained a license from Central
Bank of China to deal in government bonds, since
4. then, the company has been able to participate in
the auction of government bonds.
November 3, Begin to trade bonds in Tai
Chung branch.

2000 May 29, Hold a shareholder meeting and add

one board of direct.

August 3, Capitalized NT $ 101,520,000 in

retained earnings, after which capital was

amount to NT$ 4,162,650,000.

September 1, Kao Hsiung branch was established

March 1, Mr. Luh Ruenn Kang was elected the

chairman of the board and Mr. Shyu Shiuh

Dong was the honorary chairman.

corporate profile

Corporate Profile

1994  October 20, The first founding meeting was convened.
1995 March 9, Dah Chung Bills Finance Corp.
received approval from the Ministry of Finance. 2001
March 17, The second founding meeting and
first directors' meeting were convened; Mr.Luh
Ruenn Kang was elected the chairman of the April 11, The 3rd board of directors were re-elected
board. Mr. Shyu Shiuh Dong was elected the November 6, Begin to trade bonds in Kao
vice chairman of the board and Mr. Chen Tsay Hsiung branch
Lai was elected the president of the company 2002 October 30, Get financial bond's registrar,

and vice chairman of the board. underwriter, brokerage and dealing license.
March 25, Dah Chung Bills Finance Corp.

completed registration.
May 30, Mr. Wang Shaw Yuh was re-elected

Corporate Organization

the chairman of the board. Mr.Luh Ruenn Kang
was the honorary chairman and Mr. Shyu
Shiuh Dong was the honorary vice chairman.
June 7, Dah Chung Bills Finance Corp. started
business and was the first new bills finance

The business scope of main departments

a/. Administration Department
General affairs, official dispatch, personnel, welfare,
stock affairs, property, accounting system, rules,
accounting direction, annual budget and settle

corporation after government deregulated the account planning, other operations about taxes and
establishment during 19 years. information system.
November 29, Tai Chung branch was established. b/. Business Department

1996 January 19, Mr. Chen Tsay Lai was elected the Credit investigation & finance analysis to all customers,

chairman of the board; Mr. Wang Mann Jou industrial investigation and analysis, endorse or

was elected the president of the company. guarantee of commercial paper, lawsuit agent, etc.
April 8, Dah Chung Bills Finance Corp. jointed c/. Dealing Department

the Taipei Bills Finance Association. Acting as a registrar and underwriter for primary
September 10, Mr. Kung Fang Chun was bills market. Brokerage or dealing in negotiable

1997

elected the president of the company.

April 14, Mr. Wang Shaw Yuh was re-elected
the chairman of the board.

May 5, Capitalized NT $ 248,000,000 in
retained earnings, after which capital was
amount to NT$ 2,728,000,000.

August 18, Mr. Tsai Mao Chang was elected
the chairman of the board.

November 11, Received approval from the
Securities and Futures Commission to raise
NT$ 1,100,000,000 in cash to be capital.

d/.

e/.

instruments and bonds or call loans between
financial institutions and secondary market.
Providing customers investment consulting
service and transaction quotation. Extending
money market business and collecting credit
information.

Auditing Office

Affairs including auditing business, finance, accounting

and inventory stocks or other following audit.
Branch

The operation of business and the execution of Taipei
headquarter's direction.
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IoNn chart

hareholder's Meetin

Supervisor

Board of Directors

Auditing Office

President

Vice President

Assistant

Administration Business Dealing Taoyuan Taichung
Department Department Department Branch Branch
Credit Credit
Section Section
Dealing Dealing
Section Section
Operation Information Administration Planning
Section Section Section Research Sec.

Kaohsiung
Branch

Accounting
Section

Irectors, supervisors and president

91 12 31
a1

% %
90.04.11 1,533,007 0.37 % 100,000 | 0.02
90.04.11 29,344,551 | 7.050 % = =
90.04.11 29,344,551 | 7.050 % = =
90.04.11 78,252,139 |18.800 % = =
90.04.11 78,252,139 (18.800 % = =
90.04.11 200,000 | 0.050 % |5,885,864| 1.42
90.04.11 174,198 | 0.040 % = =
90.04.11 8,549,918 | 2.050 % | 108,742 | 0.03
90.04.11 31,300,855 | 7.520 % = =
90.04.11 29,344,551 | 7.050 % = =
90.04.11 78,252,139 |18.800 % = =
85.09.10 1,086,441 | 0.260 % | 40,000 |0.01
90.03.16 201,647 | 0.048 % = =
87.07.17 161,905 | 0.039 % = =
87.04.16 144,512 | 0.030 % = =
90.03.16 132,957 | 0.032 % = =
88.08.16 7,509 | 0.001 % = =
90.06.14 10,000 | 0.002 % = =




usiness operations

1. 2.
3. 4.
5. 6.
7. 8.
9.
10.
1,810 2,056
3,151 3,499
(%0) (%0)
1,765 97.40 1,911 94.20
44 2.54 139 5.66
1 0.06 6 0.14
1,810 | 100.00 2,056 | 100.00
(%) (%)
30 908 41.58 1,155 56.17
30 90 825 54.49 768 37.33
91 180 77 3.93 129 6.31
181 360 = = 4 0.19
1,810 | 100.00 2,056 | 100.00
(%) (%)
9,705 96.69 | 12,059 92.35
23 0.23 38 0.30
143 1.42 895 6.86
166 1.66 64 0.49
10,037 | 100.00 | 13,056 | 100.00
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Principal Activities

As the government has advocated the policy of

financial liberalization and internationalization and

developing Taiwan to be Asia-Pacific Financial Center,

the channel for accessing low cost fund by using direct

finance is getting more popular. On August 24, 1994,

the government promulgated the Regulation Governing

the Money Market Instrument Traders, this company

became the first new Bills under which finance

corporate in June 7, 1995. Our goal is to assist

enterprises strengthen their competitive capability,

reduce capital cost and feedback domestic enterprises

by offering the following service:

1.Brokerage and dealing in short-term negotiable
instruments.

2.Acting as a registrar of commercial paper.

3.Acting as an underwriter of commercial paper.

4.Acting as a guarantor or endorser of commercial
paper .

5.Acting as a broker of call loans between financial
institutions.

6.Providing corporate finance consulting service.

7.Brokerage and dealing in government bonds.

8.Government bond dealer.

9.Acting as a registrar, underwriter, brokerage and
dealing of financial bond.

10.Business which is allowed and ratified by the
Ministry of Finance.

IBusiness Operations |
As of 2002, the operating performance of our business

was as follows
1.Underwriting of commercial paper

(unit in billion)

14.73%

35.01%

40

20

38.95%

2.30%
2.77%

7
\ 1.72% ﬁ

3.Classification by issue days

0.92%

8.53%

0.22%

52.49%

0.74% 1.03%

unit in billion

Year End of End of

ltem 2002 2001
Amount of

underwriting 1,810 2,056
Issues of

underwriting 3,151 3,499

2.Classification of guarantees

(unit in billion)

Year End of End of
2002 2001

Guarantees Amount (%) Amount (%)
Dah Chung
Bills 1,765 97.40 1,911 | 94.20
Banks 44 2.54 139 5.66
Other financial
institutions 1 0.06 6 0.14
Total Amount 1,810 | 100.00 2,056 | 100.00

Yeal End of End of
2002 2001

Days Amount (%) Amount (%)
Within 30days 908 | 41.58 1,155 | 56.17
30 days ~

90 days 825 | 54.49 768 | 37.33
91 days ~

180 days 77 3.93 129 6.31
181 days ~

360days - - 4 0.19
Total Amount 1,810 | 100.00 2,056 | 100.00
4.The secondary market transaction unit in billion

Year End of End of

Trading 2002 2001
instruments Amount (%) Amount (%)
CP 9,705 96.69 12,059 92.35
BA 23 0.23 38 0.30
B 143 1.42 895 6.86
NCD 166 1.66 64 0.49
Total Amount 10,037 | 100.00 13,056 | 100.00




5.
(%) (%)
1,571 | 1565 4,176 | 31.99
2,503 | 24.94| 3,410| 26.12
93 0.92 99 0.76
1,478 | 14.73 734 5.62
856 8.53 576 4.41
22 0.22 26 0.20
3,514 | 35.01| 4,035| 30.90
10,037 | 100.00 | 13,056 | 100.00
6.
(%) (%)
395 2.30| 2,474| 19.01
477 2.77| 1,387 | 10.66
127 0.74 88 0.68
6,692 | 38.95| 3,208| 24.65
176 1.03 - -
295 1.72 286 2.21
9,019 | 5249 | 5,568 | 42.79
17,181 | 100.00 | 13,011 | 100.00
71%
10% 12% 6%
10% 17%
5% 7%
1% 60%
173.95 207.02
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4,139
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5.Trading partners unit  in billion

Credit Structure of year 2002 and 2001

Year End of End of
Tradin 2002 2001
partners Amount (%) Amount (%)
Enterprises 1,571 15.65 4,176 | 31.99
Banks 2,503 | 24.94 3,410 | 26.12
Insurance firms 93 0.92 99 0.76
Trust firms 1,478 14.73 734 5.62
Credit

cooperative 856 8.53 576 4.41
Private 22 0.22 26 0.20
Others 3,514 35.01 4,035 30.90
Total Amount | 10,037 | 100.00 | 13,056 | 100.00
6.Bond trading and trading partner unit  in billion

Year End of End of

Tradin 2002 2001

partners Amount (%) Amount (%)
Enterprise 395 2.30 2,474 19.01
Banks 477 2.77 1,387 10.66
Insurance firm 127 0.74 88 0.68
Trust firm 6,692 | 38.95 3,208 | 24.65
Credit

cooperative 176 1.03 - -
Private 295 1.72 286 2.21
Others 9,019 | 52.49 5,568 | 42.79
Total amount | 17,181 | 100.00 | 13,011 | 100.00

Business Performance

In 2002, our net earning before taxes were NT$ 675.56
million. Revenues totaled NT$ 1132.88 million of which
71% was trading profit, 12% was service charge, 10%
was interest income and other was 6%. Total
expenditures were NT$ 457.31 million. Interest
expenses were 10% of expenditures, operations
expenses were 17%; the loss of trading bills and bonds
were 5%, provision for loss on guarantees were 7%,
others were 1%. The pre-tax income was 60% of total
revenue.

Due to using various resources to reduce operating
cost, facilitate assets-liabilities management, apply of
capital which focuses on safety and liquidity in priority,
and strengthen various interest rate judgment, that
resulted a excellent rate of capital return among new
bills finance corporation during last six years.

End of 2002
173.06

End of 2001
20,702

Loan purchased(Million)

| Market Analysis

For the coming year, the financial holding companies
can provide customers one-shop-stop service through
merger and acquisition other financial institutions.
Since the financial holding company is still in
coordination, it is hard to see the effect now.
Therefore, the key to outstanding other competitor lies
on big scale, clear strategy, double-crossed sale skill
and the power of creative.

Last year, the whole banks had written off NT$421
billions debt totally. At the end of 2002, the bad debt
amount which sold to AMC had reached NT$161
billions. Therefore, the bad debt ratio also reduced
from 8.04% to 6.11% and many banks' stockholder's
equity and earnings are shrunk in 2002. It is obvious
that the banking environment is getting worse. Under
this unclear economic circumstance, the bank's loan
policy should be very careful. A bad debt will erode the
profit and EPS seriously. To avoid bad debts and
make more profits, the bills finance firms should
establish a strict and efficient credit risk management
system. At last, a financial institution without
competition will be merged in the near future.

|The Future Prospect

Pro

a. Stable interest

Since the economy had recovered slowly and the
interest goes down continually, the stabilized fund is
good to the money market.

b. Open new businesses to increase bills firm's profit

It will increase the bills finance corporation's profit
because the new businesses such as registrar,
underwriting, dealing the financial bond and dealing the
corporation bond is opened to bills industry.

c. Issue corporation bond to increase fund channel

The Regulation of bill finance managen allows the firm
to issue long-term bond to diversify the source ofthe
fund channel. It will reduce the operating risk.

d.Allow to invest other financial institution

The regulation of bill finance reinvestment approve bills
firm to invest in stock security firm, banking and so on.
This will increase the source of profit for bills finance
firms.



Con

a. The domestic financial market is opened

Since we had joined the WTO, the domestic financial
institution will face the competition of large international
bank with advanced skill and global service.

b. The creation of the financial holding company

The merger and acquisition of the domestic banks will
reduce the source of repo and dealing amount of the
bills finance firms.

c. Dealing bills and bonds become hard, since the
interest is low

Since the interest environment has reached low, there
is no much room to reduce the interest rate.

This becomes a big challenge for bills firm to analyze
the trend of interest correctly and make more profit.

d. The amounts of guarantee is reduced

Since the government reduced the amounts of
guarantee of bills finance firms, it will decrease the
business of bills finance firms and affect the fund-
demanded of the enterprises.

Environmental Protection Spending : none
Labor-Ownershop Negotitations : none
Information of Related Companies : none
Property and Equipment Obtained

Major Contract Agreements:none

Implementation of the Previous Capital Increment Plan:
a/. Raise cash : none

b/. Capitalized in retained earning : none

unit _thousand NT

Risk Management

The strategy of management of the risk such as credit
risk, interest risk, risk analysis of asset and liability, and
operating risk is clearly defined in every related
operating menu. In order to reduce the risk, the
auditors will supervise and check the operation
randomly.

Credit risk )
unit thousand NT
Year End of End of
Item 2002 2001
Loan to related party 597,000 339,000
Percentage (%) 3.43 1.64
Percentage of 24.55 22.05
collateralized stock
Department (%) | Department (%)
Manufacture | 28.89 | Manufacture | 34.41
Electricity 0.52 | Electricity 0.81
Construction 8.57 | Construction 6.54
Business Segment Retail 11.05 | Retail 11.26
Transportation | 3.05 | Transportation| 1.54
Fiance and 47.45 | Fiance and 44.43
Real Estate Real Estate
Service 0.47 | Service 1.01

Account Receivable
unit thousand NT

Location Volume Date Cost Notes
1F, 3F-1, 3F-2, 4F-1, 10 90.05.17 90,000 | 5F-1,5F-2
4F-2, 5F-1, 5F-2, 7F- for Taichung
1, 7F-2 N0.324 Sec.1 branch,
Wenshing Rd. others are
Taichung and 1F No. leasing.

326 Sec.1 Wndshing
Rd. Taichung.

Year End of End of
Item 2002 2001
Account Receivable 16,089 27,625
Information of interest sensitivity
unit %

Year End of End of

Item 2002 2001
RSA/RSL 77.14 77.24
Rate Sensitivity Gap/ (112.98) (115.29)

76 82 81
1 ) 0 597,000 339,000
(%) 3.43 1.64
7 82 81 (%) 24.55 22.05
33.54 33.27 32.01 (%) (%)
5.15 4.42 3.69 28.89 34.41
0 0 0 0.52 0.81
57 26 21 8.57 6.54
11.05 11.26
24 27 29
23 26 28 3.05 1.54
3 3 3
47.45 44.43
0.47 1.01
10 90.05.17 | 90,000
1332 1335
16,089 27,625
%
77.14 77.24
(112.98) (115.29)
1 31 91 181
186,568 30 90 180
5,093 7,260 1,301 1,531 -
- 60 - 1,162 | 10,952
100| 1,100 430 465 -
RS 816 541 36 165 -
6,009 8,961 1,767 3,323 | 10,952
2,810 - - - -
RP 22,684 401 111 - -
- - - -| 5,263
25,494 401 111 -| 5,263
(19,485)| 8,560 | 1,656 | 3,323 | 5,689
(19,485)(10,925) | (9,269) | (5,946) | (257)




Analysis of Asset and Liability
Foreign Currency Risk: none
Derivative: none

unit  million NT

Range | Day1-30 | Day31| Day91 | Day181- Over onel
Item -90 -180 |one yean year
Bill 5,093| 7,260 1,301| 1,531 -
Bond - 60 -l 1,162 | 10,952
Fund .
Deposit 100| 1,100 430 465 -
Oper-
. Lend - - - - -
ation
RS 816 541 36 165 -
Total 6,009 | 8,961, 1,767 3,323 | 10,952
Borrow 2,810 - - - -
Source| RP 22,684 401 111 - -
of fund| Self-fund - - - - 5,263
Total 25,494 401 111 -1 5,263
Net (19,485)| 8,560| 1,656 3,323 5,689
Accumulate Net | (19,485) ((10,925)((9,269)| (5,946) (257)

Dividend policy

The dividend policy approved by the shareholder's
meeting is based on the company law and the principle
of company. In order to make sure of the smooth
operation of our company and the right of
shareholders, the dividend distributed will follow the
stability and balance policy. The principle of
distributing the dividend will be based on capital,
financial structure, operating condition, retained
earnings, legal reserves and so on... The annual cash
dividend should be over 40% of the total amount of
cash and stock dividend distributed, if the company
has profit. This dividend policy should be kept at the
same level of the business too.

1. 6.
2. 7.
3. 8.
4, 9.
5. 10.
()
0 416,265,333 416,265,333 416,265,333
0 416,265,333 416,265,333 416,265,333
()
0 3 45 862 0 910
0 138,897,545 | 209,792,674 | 67,575,114 0 416,265.333
0% 33.37% 50.40% 16.23% 0% 100%
()
%
1- 999 61 19,029 -
1,000- 5,000 107 242,843 0.06
5,001- 10,000 119 884,906 0.21
10,001- 15,000 115 1,369,841 0.33
15,001- 20,000 90 1,475,309 0.35
20,001- 30,000 64 1,560,020 0.37
30,001- 40,000 82 2,765,271 0.65
40,001- 50,000 46 2,123,854 0.52
50,001- 100,000 72 5,143,485 1.24
100,001- 200,000 92 12,970,395 3.12
200,001- 400,000 20 5,413,953 1.30
400,001- 600,000 11 5,333,247 1.28
600,001- 800,000 3 2,078,086 0.50
800,001- 1,000,000 1 815,921 0.20
1,000,001- 999,999,999 27 374,069,173 89.86
910 416,265,333 100.00




Operational Strategy
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Now Taiwan is facing the short-term recession and the
long- term development bottleneck. And the
liberalization and globalization of financial system is
unavoidable. Therefore, there will be a challenge to
the banking system. The banks without competition
will be eliminated through merged. In order to cope
with this situation, there are our operational strategies
bellow :

al.

b/.

c/.

d/.

e/.

f/.

To increase primary and secondary market

business.

To enhance credit analysis and risk management.

To strengthen our employee's professional
knowledge in bond trading.

To reduce operating cost and earn more profit by
judging the interest rate trend accurately.

To establish customer networks to maintain aged
customers and develop new customers.

According to the Regulation Governing the Dealers
of Short-term Negotiable Instrument, the trading
volume of bills corporation was limited by net worth
of company. In order to raise market share, we will
accelerate to accumulate the net worth of company
to expand the volume of trading.

b/.
cl.
d/.

asset-management efficiency.

Looking investment opportunity.

Dealing through Internet.

Planning to invest in stock security firm,investment
trust firm and banking business.

Research & Development

Operational Plans

Facing a sharp competitive money market, and the
giant financial holding company we already planned
short, medium and long term operational development
plans.

Short-term target

al.

b/.
c/.

d/.

Keeping a profound relationship with our
customers.

Expending the trading volume of guarantee safely.
Increasing employee's professional knowledge
during daily operation.

Operating the position of bills and bonds flexibly.

Middle-term target

al.

b/.

cl.

Developing new customers and expending service
network.

Keeping growth of trading volume in primary and
secondary market.

Adjusting organization structure flexible in order to
face market change.

Long-term target

al.

Developing new financial product to strengthen

For the coming new century, Taiwan has joint the
WTO(World Trade Organization), and the liberalization
and globalization of financial system is unavoidable
and more new financial products will continue to be
introduced to the market. Research and development
is the basis of enterprise's long-term success and the
driving-force behind product innovation. In order to
enhance our competitive position in the market,
maintain sound management performance, and
improve service efficiency, we will continue to
encourage our employees to engage in research to
develop operating business.

al.

b/.

c/.
d/.

e/.

Encourage innovation among our co-workers to

foster research and development.

Strengthen asset-liability management quality and
improve allocation efficiency.

Using money efficiency to reduce operating cost.
Learn from the experience of leading bills finance
companies to increase our flexibility.

Actively develop new business areas to enhance
our competitive position.

Research economic and financial trends to have a
sound understanding of the market's pulse.

Disposal or Acquisition of Real Estates over NT$ 300
million or Long-term Investment Plan

al.
b/.

Disposal or acquisition of real estates none
Disposal or acquisition of long-term investment plan
: none

Capital Utilization Plans

al.
b/.

Year to raise capitals plan : none.
Implementation of the previous capital increment
plan : none
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91 90 89 88 87
7,072,481 7,450,045 6,161,391 | 4,460,483 | 7,276,260
1,060,960 - 103,811 683,539 950,391

30,388 17,393 16,997 13,689 16,739

610,405 523,209 399,088 400,186 254,366

2,886,315 2,322,672 1,635,557 747,649 | 3,791,682
= 2,781,284 2,033,323 911,567 | 3,975,499

624,823 580,544 272,335 261,662 239,040

4,162,653 4,162,653 4,162,653 | 4,061,125 | 3,942,840

124 124 124 93 5
1,100,319 924,654 685,638 562,388 524,189
- 466,042 287,872 296,942 222,087
8,774,234 7,990,647 6,756,307 | 5,632,917 | 8,497,756
3,511,138 2,903,216 1,907,892 1,009,311 | 4,030,722
= 3,361,828 2,305,658 1,173,229 | 4,214,539
5,263,096 5,087,431 4,848,415 | 4,623,606 | 4,467,034
= 4,628,819 4,450,649 | 4,459,688 | 4,283,217

91 90 89 88 87
1,132,880 1,811,490 896,813 947,288 1,110,804
457,313 906,311 437,836 499,897 651,074
675,567 905,179 458,977 447,391 459,730
634,277 636,782 388,727 340,389 407,872
1.52 1.53 0.93 0.84 1.07

87

88

89

90

91

o1 90 89 88 87
40.02 36.33 28.24 17.92 47.43
(%) 0.58 0.34 0.35 0.30 0.37
245.03 320.75 376.72 596.60 191.90
(%)
(%)
(%)
(%)
(%)
0.13 0.23 0.13 0.17 0.13
14,713 22,365 11,072 12,977 16,099
8,237 7,862 4,799 4,663 5,911
(%) 8.59 10.33 7.27 6.21 7.75
(%) 12.26 12.82 8.21 7.49 10.97
o 16.23 21.75 11.03 11.02 11.66
(0]
16.23 21.75 11.03 11.02 11.66
(%) 55.99 35.15 43.35 35.93 36.72
1.52 1.53 0.93 0.84 1.07
(19.98) 49.75 (50.17) 366.04 (64.12)
5.67 132.47 (554.52) | (502.17) | (5,002.83)
(%) (16.83) 13.74 (19.02) 53.28 (51.41)
22.16 21.18% 20.70%
0.09% 0.13% 0.37% 0.48% 0
3.43% 1.86% 0.68% 2.65%
89.06.30 89 6 30
89
91 90 89
1 - - -
12.64 12.22 11.65
2 11.12 10.69
416,265 416,265 416,265
1.52 1.53 0.93
- 1.0 0.90
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Supervisor's Report
Mar 25, 2003

To: The 2003 Stockholders' Meeting

In accordance with Article 219 of the Company Law, T. N. SOONG & CO, Certified
Public Accountants, was appointed to examine the 2002 financial statements of the
Corporation as transmitted to us for examiniation by the Board of Directors. T. N.
SOONG & CO has completed the examination and submitted its report which stated
that the financial statements of the Corporation present fairly the financial position of
the Corporation and the results of its operation. We have re-examined the report
submitted by T. N. SOONG & CO and found it to be correct.

Dah Chung Bills Finance Corporation
Supervisors:

Roy Lu

Mar 25, 200
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* Unit: exp tgdiisands of New Taiwan dollars, except for par value
End of 2002 End of 2001
Assets Amount % Amount %
% % Cash(notes 3 and 17) $ 547,145 6 $1,362,998 17
$547,145 6 $1,362,998 17 Short-term negotiable instruments(notes 2, 4,17 and 18) 4,697,759 54 3,537,738 44
4,697,759 54 3,537,738 44 Pledged certificates of deposit(notes 17 and 18) 1,650,000 19 2,390,000 30
1,650,000 19 2,390,000 30 Receivables-net (notes 2 and 5) 173,934 2 157,937 2
173,934 2 157,937 2 Prepayments 3,643 - 1,372 -
3,643 s 1,372 = Long-term bond investments(notes 2 and 6) 1,060,960 12 - -
1,060,960 12 - - Properties(notes 2 and 7)
Cost
Land 3,829 - = =
3,829 S - - Buildings 11,593 - - -
11,593 - - - Computers 11,452 - 16,084 -
11,452 = 16,084 = Transportation equipment 4,095 = 3,106 -
4,095 = 3,106 = Miscellaneous equipment 11,531 = 9,240 -
11,531 s 9,240 = Total cost 42,500 = 28,430 -
42,500 = 28,430 = Less: Accumulated depreciation 12,112 = 13,627 =
12,112 - 13,627 - 30,388 _ 14,803 -
30,388 = 14,803 - Prepaid Equipment = = 2,590 -
- - 2,590 = Net Properties 30,388 - 17,393 =
30,388 - 17,393 = Other Assets
Mortgaged properties foreclosed(notes 2 and 8) 171,075 2 144,036 2
171,075 2 144,036 2 Guaranteess(notes 10) 249,034 3 248,200 3
249,034 3 248,200 3 Deferred income tax asset-net (notes 2 and 15) 121,780 1 56,721 1
121,780 1 56,721 1 others(notes 2 and 9) 68,516 1 74,252 1
68,516 1 74,252 1 Other assets 610,405 7 523,209 7
610,405 7 523,209 7 Total Assets $8,774,234 100 $7,990,647 100
$8,774,234 100 $7,990,647 100
Liabilities and stockholders' equity
Liabilities
Bank loans(notes 11,17 and 18) $2,810,000 32 $2,260,000 28
$2,810,000 32 $2,260,000 28 Payable(notes 2 and 16 ) 7o815 1 o267z 1
s s 1 62.672 N Reserve for loss on guarantee(notes 2) 429,977 5 441,111 5
e s 441111 = Reserve for investment losses(notes 12) 194,846 2 139,433 2
O S 5 1595 5 Total IIab-IIItIeS 3,511,138 40 2,903,216 36
3,511,138 40 2,903,216 36 Stockholders® equity _ _
Capital stock $10 par value authorized and issued:
416,265 4,162,653 a7 4,162,653 52 .416,265 thousand shares 4,162,653 47 4,162,653 52
124 3 124 : CaplFaI reservg 124 - 124 -
Retained earnings
438,167 5 247,132 3 Legal reserve 38267 > arsz 8
662,152 8 677,522 9 Undistributed earnings 662,152 8 677,522 9
1100319 13 924 654 12 Total retained earnings 1,100,319 13 924,654 12
5,263,096 50 5 087'431 oa Total stockholders' equity 5,263,096 60 5,087,431 _64
’ ! . . Total liabilities and stockholders' equity $8,774,234 100 $7,990,647 100
$8,774,234 100 $7,990,647 100

The accompanying notes are an integral part of these financial statements
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Income
br 31, 2002 and 2001

*Unit: expressed in thousands of New Taiwan dollars, except for the earnings per share

2002 2001
% % Income Amount % Amount %
Gains on sales of short-term negotiable
$805,404 71 $1,377,197 76 instruments(notes 2 and 17) $805,404 71 $1,377,197 76
135,083 12 116,614 7 Service fees(notes 2) 135,083 12 116,614 7
118,323 10 219,230 12 Interest(notes 2 and 17) 118,323 10 219,230 12
64,884 6 91,013 5 Gains on reversal of bad debts 64,884 6 91,013 5
9,186 1 7,436 . Other income 9,186 1 7,436 -
1,132,880 100 1,811,490 100 Total revenues 1,132,880 100 1,811,490 100
Expenses

192,087 17 189,911 11 Operating and administrative 192,087 17 189,911 11
114,544 10 166,441 9 Interest(notes 17) 114,544 10 166,441 9
87,179 7 434,580 24 Provision for loss on guarantees(notes 2) 87,179 7 434,580 24
55,413 5 96,843 5 Provision for investment losses(notes 12) 55,413 5 96,843 5

8,090 1 18,536 1 Others 8,090 1 18,536
457,313 40 906,311 50 Total expenses 457,313 40 906,311 50
675,567 60 905,179 50 Income before income tax 675,567 60 905,179 50
41,290 4 268,397 15 Income tax(notes 2 and 15) 41,290 4 268,397 15
$634,277 56 $636,782 35 Net income $634,277 56 $636,782 35
Net income per share (notes 14) before tax afftertax before tax afftertax
$1.62 1.52 $2.17 $1.53 earning per share $1.62 1.52 $2.17 $1.53

The accompanying notes are an integral part of these financial statements
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416,265  $4,162,653 124 $ 130523 $ 130,523 $ 424592 $ 685638 $4,848415
. . . 2 (130,523) 130,523 .
a 116,609 ( 116,609) .
9% - - - ( 374639) ( 374,639) ( 374,639)
. . . - ( 17,685 ( 17,685) ( 17,685)
- 2 ( 5442) ( 5442) ( 5442
- - = 636,782 636,782 636,782
416,265 4,162,653 124 247,132 = 677,522 924,654 5,087,431
. . . 191,035 ( 191,035) 2
10% 2 - - ( 416,265) ( 416,265) ( 416,265)
2 - ( 28974) ( 28974) ( 28,974)
. . . 2 ( 13373) ( 13373) ( 13373)
- = = 634,277 634,277 634,277
$ 416,265 $4,162,653 124  $ 438167 $ - $ 662,152 $1,100,319 $5,263,096
==
EE|:
b S T A

Statement of Chay

For the years erjdss

*Expressed in thousands of New Taiwan dollars

Capital stock

Capital reserve

Gainto

Retained earnings (notes 2 and 13)

Shares (Thousands) Amount (notes 2and 12)  Legal Surplus ~ Special Surplus  Undistributed Eamings Total Total stockholders' Eqgt.
Balance at January 1, 2001 416,265  $4,162,653 $ 124§ 130523 $ 130523 $ 424592 $ 685638 $4,843415
Special Surplus transferred back
to undistributed earnings (130,523) 130,523 =
Appropriations of
2000 net income
Legal reserve - - 116,609 - ( 116,609) = =
Cash dividends - 9% . s - ( 374,639) ( 374,639) ( 374,639)
Bonus to employees - ( 17,685) ( 17,6850 ( 17,685)
Remuneration to directors - - - - ( 5442) ( 5442) ( 5,442)
& supervisors
Net income of 2000 = S - - 636,782 636,782 636,782
Balance at December 416,265 4,162,653 124 247,132 677,522 924,654 5,087,431
31,2001
Appropriations of 200Lnet income
Legal reserve 191,035 - ( 191,035) =
Cash dividends - 10% . s - ( 416,265) ( 416,265) ( 416,265)
Bonus to employees = - - - ( 28974 ( 28974) ( 28974)
Remuneration to directors - - ( 13373) ( 13,373) ( 13,373)
& supervisors
Net income of 2002 = o - - 634,277 634,277 634,277
Balance on December 31,2002 ¢ 416,265 $4,162,653 $ 124 $ 438167 $ - $ 662152 $1,100319 $5,263,096

The accompanying notes are an integral part of these financial statements
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$ 634,277
8,544
87,179
55,413
( 47,174)
2,334
( 283)
4,507
(  65,059)
(1,160,021)
( 103,395)
( 2,271)
9,136
( 576,813)
740,000
(1,060,960)
( 4,178)
( 6,692)
9,354
( 834)
( 7,118)
( 330,428)
550,000
( 416,265)
(  13,373)
(_ 28,974)
91,388
$( 815,853)
1,362,998
$ 547,145

_$ 114,230
$ 58,464
$ 53,866
( 47,174)
$ 6,692
$15,422

$ 636,782
8,233
434,580
96,843

(  91,013)
11,730

272

2,152
20,380
40,346

294

( 5,037)
1,155,562

(  820,000)
99,600

( 7,057)
(  11,025)
( 5,514)
( 4,452)
( 748,448)
690,000

( 374,639)
( 5,442)
(_ 17,685)
292,234

$ 699,348
663,650

$ 1,362,998
$ 166,627
$ 100,089
$ 102,038
(  91,013)
$ 11,025
$ -

Stateme

For the years endgées!

Cash flows from operating activities
Net income
Depreciation and amortization
Provision for loss on guarantees
Provision for investment losses
Gain on reversal of bad debts
Provision for losses on mortgaged
Properties foreclosed
Gain on the sale of pledged properties
Loss (profit) on disposal of properties
Provision for retirement reserve
Deferred income taxes
Net change in operating assets & liabilities
Short-term negotiable instrument
Receivables
Prepayments
Payables & other liabilities
Net cash provided by (used in)
operating activities
Cash flows from investing activities
Increase in pledged certificates of deposit
Decrease in long-term bond investments
Acquisition of properties
Increase in mortgaged properties foreclosed
Proceeds from sale of properties
Increase in guarantees
Increase in other assets
Net cash used in investing activities
Cash flows from financing activities
Increase(decrease)in bank loans
Cash dividends
Remuneration to directors & supervisors
Bonus for employees

Net cash providing by financing activities

Net decrease in cash

Cash, beginning of year

Cash, end of year

Supplemental Information
Interest paid
Income tax paid

Cash paid for increase in mortgaged properties
foreclosed
Increase in mortgaged properties foreclosed
Gain on reversal of bad debts
Cash paid

Proceeds from properties to assets

The accompanying notes are an integral part of the financial statements
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@131, 2002 and 2001

End of 2002
$ 634,277
8,544
87,179
55,413
( 47,174)
2,334
( 283)
4,507
( 65,059)
(1,160,021)
( 103,395)
( 2,271)
9,136
(_576,813)
740,000
(1,060,960)
( 4,178)
( 6,692)
9,354
( 834)
( 7,118)
( 330,428)
550,000
( 416,265)
( 13,373)
( 28,974)
91,388
$( 815,853)
1,362,998
$ 547,145
$ 114,230
$ 58,464
$ 53,866
( 47,174)
$ 6,692
$15,422

*Unit: expressed in thousands of New Taiwan dollars.

End of 2001
$ 636,782
8,233
434,580
96,843
( 91,013)
11,730
272
2,152
20,380
40,346
294
( 5,037)
1,155,562
( 820,000)
99,600
( 7,057)
11,025)
( 5,514)
( 4,452)
( 748,448)
690,000
( 374,639)
( 5,442)
( 17,685)
292,234
$ 699,348
663,650
$ 1,362,998
$ 166,627
$ 100,089
$ 102,038
( 91,013)
$ 11,025
$ -

B



1. Organization and Operations

The corporate obtained its license in Mar.,1995 and
commenced operations in June ,1995.

The corporation is engaged in the following operations:

a) brokerage and dealing in short-term negotiable
instruments and financial bonds; b) acting as registrar and
underwriting of commercial papers and financial bonds; c)
providing guarantee or endorsement on commercial
papers and bank acceptances; d) brokerage of call loans
between financial institutions; e) brokerage and dealing in
government bonds; f) government bond dealer; g) other
related business approved by the Ministry of Finance.

2. Significant accounting policies

(

)

Short-term negotiable instruments and bonds

It means to buy negotiable instruments during one year.
Short-term negotiable instruments are stated at cost
(which approximates market price). Bonds are evaluated
by lower of cost or market method. When the bond’s
market price is lower than its cost, we have to count the
less valuation allowance. If the market price goes up later,
we will deduct the loss from the less valuation allowance.
Cost of instruments sold is based on the moving average
method.

Provision of reserve for bad debts

The reserve for bad debts is provided based on an
evaluation of the collectibility of the ending balances of
receivable.

Long-term bond investments

It means to invest on government bond and financial bond
which is over one year.

Long-term bond investments are stated at cost less
amortized premium. Costs of bond sold are determined
based on the moving-average method.

Negotiable instruments and bonds sold or purchased
under agreements to repurchase or resale

Negotiable instruments and bonds sold or purchased
under agreements to repurchase or resale are according
to the accounting principle of outright purchase and
outright sale. Purchases of short-term negotiable
instruments and bonds under agreements or repurchases
are treated by booking cost, and treated benefit or loss
until resale.

Properties

Properties are stated at cost less accumulated
depreciation. Major renewals and betterment are
capitalized, while repairs and maintenance are expense as
incurred.

Depreciation is computed by the straight-line method over
estimated service lives which range is follows: buildings,
44 years; computers, 3 years; transportation equipment, 3-

5 years ; miscellaneous equipment, 5 years. Depreciation
is calculated on the straight-line basis over the estimated
useful lives of the assets.

Upon sale or disposal of properties, the related cost and
accumulated depreciation are removed from the accounts
and the resulting gains (losses) is credited to nonoperating
income (expense) at the same year. Gains, net of
applicable income tax, before the deletion of Company
Law 238 and re-edition of Public Accounting Principles is
transferred to capital surplus at year-end.

Foreclosed properties

The price of the foreclosed properties is based on
foreclosed price and is evaluated by lower of cost or
market method at the end of the year.

Reserve for loss on guarantees

Reserve for possible loss on guarantees for commercial
papers is provided based on management's estimates of
such losses.

Employees retirement plan

A minimum pension liability should be recorded based on
an actuarial report. Unrecognized net payment are
amortized in 15 years; the gain and loss of pension are
amortized by straighten-line which equally according to the
average remaining service period of the employees.

Interest and service fees

Interest revenue is recorded on the accrual basis. No
interest revenue is recognized on issued commercial
paper and on other credits extended classified as overdue.
The interest revenue on those items is recognized upon
collection.

From year of 2001, the interest revenue occurred due to
non-performing loans is recognized as deferred revenue
according to the regulation of Minister of Finance and as
revenue upon cash collection.

Service fees are accrued based on the issue days of
commercial paper.

Income tax

The tax effects of deductible temporary differences,
unused tax credit and operating loss carryforwards are
recognized as deferred tax assets, and those of taxable
temporary differences are recognized as deferred tax
liabilities; deferred tax liabilities and assets were classified
as current or non-current based on the classification of the
related asset or liability for financial reporting purposes. A
deferred tax liability or asset that was not related to an
asset or liability for financial reporting was classified
according to the expected reversal date of the temporary
differences, valuation allowance is provided for deferred
tax assets that are not certain to be realized. The
regulation of payable tax of last year is including in the tax
of the year. Undistributed retained earnings shall be taxed
for 10% as expenses of the year of shareholders' meeting.



$ 310
9,955
131,880
1.5-2.55%

2.2-5.9% 405,000

$ 547,145

$ 2,651,657
934,435
643,026
228,045
180,645

59,951

$ 4,697,759

$ 112,882
51,191
8,763
1,098

$ 173,934

4.1-7.142%

$ 310
3,190
199,998

1,159,500

$ 1,362,998

3. Cash

Cash on hand
Demand deposits
Checking accounts

Time deposits - 1.5%-2.55% interest in 2002 and

2.2%-5.9% in 2001

End of 2002

$ 310
9,955
131,880

405,000

End of 2001

$ 547,145

$ 310
3,190
199,998

1,159,500

4. Short-term negotiable instruments

$ 3,212,063
300,312
4,200

21,163

$ 3,537,738

Commercial paper

NCD

Government & Corporate bonds
Treasury Bills

Bank acceptances

Financial bonds

End of 2002

$ 1,362,998

$ 2,651,657
934,435
643,026
228,045
180,645

59,951

End of 2001

$ 4,697,759

$ 3,212,063
300,312
4,200

21,163

$ 3,537,738

5. Receivable

$ 123,322
26,160
6,906
1,549

$ 157,937

Refundable income tax
Interest receivable
Revenue receivable
Others

End of 2002

$ 112,882
51,191
8,763
1,098

End of 2001

$ 173,934

$ 123,322
26,160
6,906
1,549

6. Long-term bond investments

$ 157,937

The interest rates of corporate bonds at the end of 2002, which are due over one year and held as long-term
investments, is 4.1%-7.142% .



$ 195,139 $ 165,766
24,064 21,730

$ 171,075 $ 144,036
$ 16,089 $ 27,625
= 621

$ 16,089 $ 27,004

2.0616-2.1220% 6.6-
6.8%

1.55-1.59% 2.285-24%

$ 193 $ -
6,174 7,675
1,500 859
4,245 5,093
$12,112 $ 13,627
6,605 6,389
34,656
25,590,000
1.
2.
3.

7. Properties-net

Accumulated depreciation
Buildings
Computers
Transportation equipment
Miscellaneous equipment

End of 2002 End of 2001
$ 193 $ -
6,174 7,675
1,500 859
4,245 5,093
$12,112 $ 13,627

Depreciation expenses were NT$ 6,605 thousand and NT$ 6,389 thousand in 2002 and 2001, respectively.
Insurance coverage on properties as of December 31, 2002 amounts to NT$ 34,656 thousand.

8. Foreclosed properties loan-net

End of 2002 End of 2001

mortgaged
propertiesforeclosed $ 195,139 $ 165,766
Less allowance of

price loss 24,064 21,730

$ 171,075 $ 144,036

2001 are repayable before January 15, 2003 and
January 10, 2002. As of December 31, 2002, the
corporate has unused credit lines of NT$ 25,590,000
thousand. According to regulations, the total amounts
of call loans from banks and bank overdrafts shall not
exceed six times of the stockholders' equity.

12. Provision for investment losses

9. Overdue loan

End of 2002 End of 2001

Overdue loan $ 16,089 $ 27,625
Less: Reserve for - 621
$ 16,089 $ 27,004

The overdue loan means that the issuer is in default for
over six months or the issuer is in law suit, and we prepaid
the expense first,

According to Regulations Governing Bills Finance Firm
and Securities Dealer, 10% of the excess should be
deposited monthly as provision for investment losses
while gains on sales of short-term negotiable
instruments exceeds its loss. It won't have to be
provisioned if the provision was amounted to NT$200
million.

13. Stockholders' equity

10. Guarantees

According to Financial Regulations Governing Bills
Finance Firm and Securities Dealer, guarantees for the
securities and bonds dealer license shall be deposited in
the form of government or corporate bonds to Central
Bank or to the banks that Central Bank designated. The
interest rate were 2.0616%-2.1220% in 2002 and 6.6%-
6.8% in 2001.

11. Bank loans

These represent call loans from banks which bear
interest at 1.55%-1.59% in 2002 and 2.285%-2.4% in

According to the Bill Finance Management Law, 30% of
the annual net income, after offsetting losses of prior
years, if any, should be set aside as legal reserve, special
reserve, stockholders' dividends of the remaining, shall be
allocated as follows:

a/.Bonus to stockholders 10%
b/.Bonus to directors and supervisors 3%
c/.Bonus to employees 6-9%

Appropriations of earnings shall be resolved by the
stockholders in the following year and giving effect to in the
financial statements of that year.

The dividend policy approved by the shareholder’s
meeting is based on the company law and the principle of
company. In order to make sure of the smooth operation of
our company and the right of shareholders, the dividend
distributed will follow the stability and balance policy. The
principle of distributing the dividend will be based on
capitals, financial structure , operating condition, retained



1.43

earnings, legal reserves and so on... The annual cash
dividend should be over 40% of the total amount of cash
and stock dividend distributed, if the company has profit.
This dividend policy should be kept at the same level of
the business too.

Under the company law, the aforementioned appropriation
for legal reserve shall be made until the reserve equals the
paid-in capital. Such reserve can only be used to offset a
deficit, or when the reserve reaches 50% of the capital, up
to 50% thereof can be transferred to capital.

Stockholders shall not receive deductible taxes when the
company allocates the deductible taxes for undistributed
retained earnings belonging to 1997 and before.
Otherwise, stockholders shall receive deductible taxes

14. Earnings per share

Earnings per share

allocates according to the deductible tax rate on the
distribution date.

End of 2002 End of 2001
before tax after tax before tax after tax
$1.62 $1.52 $2.17 $1.53

the disclose of numerator and denominator of earnings per share is as follows:

Amount (numerator)

shares (denominator) earning per share

$28,974
13,373
$42,347
1.53
$1.62 $1.52 $2.17 $1.53
$675,567 $634,277 416,265 $1.62 $1.52
$905,179 $636,782 416,265 $2.17 $1.53
$ = $ -
58,601 56,970
( 65,059) -
- 186,568
( 2,551) 24,859
50,299 -
$ 41,290 $ 268,397

before tax after tax (in thousand shares) before tax after tax
End of 2002 $675,567 $634,277 416,265 $1.62 $1.52
End of 2001 $905,179 $636,782 416,265 $2.17 $1.53
15. Income tax
The components of income tax are as follows:
End of 2002 End of 2001

Current $ - $ -
Separate income tax of commercial paper 58,601 56,970
Deferred tax ( 65,059) =
Tax adjustment-bond forward interest tax - 186,568
Adjustment of prior year's tax ( 2,551) 24,859
Additional undistributed earnings 50,299

Income tax

$ 268,397




(25%)

$ 168,882

(116,886)
( 73,251)
13,853
1,621

1,127
5,293

584

( 1,223)

s -

$ 63,814
53,072
6,016
4,950

127,852

6,072

$ 121,780

$ 226,285

( 219,054)
( 71,213)
24,211
541

1,154
50,725
2,933

( 15,582)
s -

$ 58,521
50,662
5,432
3,823

$ 118,438

61,717

$ 56,721

Earnings before tax is adjusted by legal tax rate:

Adjustment was made by 25% tax rate:
Permanent difference
Revenue from sales of bonds
Net separated tax income from short-term
negotiable instruments
Provision for investment on losses
Others
Temporary difference
Additional pension
Additional reserve for loss on guarantees
Unrealized losses on foreclosed properties
Deductible on losses
Income tax

Deferred income tax assets :

Deferred income tax assets
Additional reserve for loss on guarantees
Deductible on losses
Unrealized losses on foreclosed properties
Additional pension

Less: Allowance for evaluation
Net

End of 2002

$ 168,882

(116,886)
( 73,251)
13,853
1,621

1,127
5,293

584

( 1,223)

s -

End of 2002

End of 2001

$ 63,814
53,072
6,016
4,950

127,852

6,072

$ 121,780

$ 226,285

( 219,054)
( 71,213)
24,211
541

1,154
50,725
2,933

( 15,582)
$ -

End of 2001

$ 58,521
50,662
5,432
3,823

$ 118,438
61,717

$ 56,721



26,965
27,876 40,740
7.12% 12.34%
4.25%
186,568

$ 13,000
22,080
16,769

1,223

$ 53,072

13,669

Information of deductible on losses:
The information of deductible on losses at the end of 2002 is as follows

Due of year deductible on losses
2003 $ 13,000
2004 22,080
2006 16,769
2007 1,223

$ 53,072

At the end of year 2002 and year 2001, the amount of imputation tax was NT$26,965 thousand and NT$13,669
thousand individually. At the end of year 2002 and year 2001, the undistributed earnings which belongs to year
1998and before is NT$27,878 thousand and $40,740 thousand each. The imputation tax for share holders in 2001
and 2000 were 7.12% and 12.34%. At the end of 2002, the amount of imputation tax was 4.25% of total undistributed
earnings after year 1998.

The amount of imputation tax allocated to shareholders is based on the total amount of imputation credit on the
distribution day. Under the rule of tax, the expected imputation tax credit may be different from the actual number,
therefore, the imputation tax credit ratio for allocating earning will be adjusted in 2002.

Income tax returns through 2000 have been examined by the tax authorities. The bond forward interest tax occurred
between 1995 to 2000 is assessed by the tax authorities and we are still contesting this assessment.

The tax authorities disallowed the deduction against the income tax obligations for the taxable year 1995-1999
on investments on bonds. We are contesting the assessment. Accordingly, we has accrued the portion belong
to individual person in year of 1995 - 1999, amounting to $186,568, to income tax related this tax assessment.



16. Employees retirement plan

The company has a retirement plan covering its regular company monthly contributes an amount equal to 4%
employees. Benefits under the plan are based on the of the monthly salaries to the retirement fund;
length of service and the average basic salary of 6 meanwhile, the company transfers the fund to the

months by time of retirement. committee on supervising employees pension fund,
Retirement expenses and accrued pension liabilities and deposits in the name of the committee in Central
are recognized based on actuarial report. The Trust Bureau.

a./ The disclosure of periodic pension costs in 2002 & 2001 were followed :

$ 5,077 $ 5,012
1,602 1,575
( 425) ( 385) End of 2002 End of 2001
303 303 Service cost $ 5,077 $ 5,012
$ 6,557 $ 6,505 Interest cost 1,602 1,575
- - Expected return on plan assets ( 425) ( 385)
Offsetting loss 303 303
Net periodic pension costs $ 6,557 $ 6,505
b./ Plan funded status is as follow:
$ 5,419 $ 5,614
19,511 13,259
m m End of 2002 End of 2001
12,938 13,161 Benefit obligations
% m Vested benefit obligation $ 5,419 $ 5,614
( 9,756) (7.511) Non-vested benefit obligation 19,511 13,259
28,112 24,532 Accumulated benefit obligation 24,930 18,873
( 2,729) ( 1,575) Effects of salary increasing 12,938 13,161
(  951) ( 3,032) Projected benefit obligation 37,868 32,034
m $T,925 Fair value of plan assets (9,756) ( 7,511)
e —_—— Funded status 28,112 24,532
Unrecognized losses on pension plan ( 2,729) ( 1,575)
Unrecognized net benefit obligation ( 951) ( 3,032)
Reserve for pension $ 24,432 $ 19,925
$ 13,744 $ 13,670
c./ Vested benefit obligation $ 13,744 $ 13,670
d./ Assumptions used in pension benefit obligation
4% 5% )
306 4% Discount rate 4% 5%
306 59 Expected salary increase rate 3% 4%
Expected return rate on plan assets 3% 5%
e./ The changes in the pension fund are as follows:
$ 7,511 $ 5,369 Balance, beginning of year $ 7,511 $ 5,369
2,050 1,887 Contributions 2,050 1,887
195 255 Interest Income 195 255
$ 9,756 $ 7,511 Balance, end of year $ 9,756 $ 7,511



17. Related party transactions

$ 190,560 0-4.05% 6,541
448,198 0-4.00% 13,823

$ 638,758 20,364

$ 443,572 0-5.30% 38,083
1,143,746 0-5.30% 54,467

$ 1,587,318 92,550

$ 200,000 $ 6,218,266 $ 4,935,702 5,065
- - 23,896 -

$ 200,000 $ 6,218,266 $ 4,959,598 5,065
$ 2,774,513 $ 3,183,089 $ 104,822 37,962
543,918 2,653,623 504,365 8,810

- 1,496 19,960 3

= - 8,003 -

$ 3,318,431 $ 5,838,208 $ 637,150 46,775

a/.Names and relationship of related parties

Names of related parties

Taishin International Commercial Bank
Dah An Commercial Bank

Far East International Commercial bank
Limin Investment Corp.

China Synthetic Fiber Corp.

b/.Related party transactions and balance

1) Bank deposits and pledged certificates of deposit

Year-End balance

Relationship

Director of the corporation
Director of the corporation
Director of the corporation
Director of the corporation
Director of the corporation

Range of interest rates

Interest Revenue

2002
Far East Bank $ 190,560 0-4.05%
Jih Sun Bank 448,198 0-4.00%
$ 638,758
2001
Far East Bank $ 443,572 0-5.30%
Dah An Bank 1,143,746 0-5.30%
$ 1,587,318
2) Purchases and sales of negotiable instruments and bonds
Sales under
Purchases from Sales to related agreement to
related party party repurchase
2002
Taishin Bank $ 200,000 $ 6,218,266 $ 4,935,702
Limin Investment Corp. = = 23,896
$ 200,000 $ 6,218,266 $ 4,959,598
2001 - - -
Far East Bank $ 2,774,513 $ 3,183,089 $ 104,822
Dah An Bank 543,918 2,653,623 504,365
Limin Investment Corp. = 1,496 19,960
China Synthetic Fiber Corp. = = 8,003
$ 3,318,431 $ 5,838,208

$ 637,150

$ 6,541
13,823
$ 20,364
$ 38,083
54,467
$ 92,550

Bills and bonds

net
$ 5,065
$ 5,065
$ 37,962
8,810
3
$ 46,775



3)Short-term borrowings

Highest halance during the year Year-End balance Range of interest rates Interest expense

$ 1,960,000
400,000

$ 1,620,000
390,000

= 1.4-2.325%
= 2.275-2.3%

630,000 2.30-4.875%
= 2.40-4.40%

630,000

$ 1,650,000
1,299,742
$ 2,949,742

2002
$ 16,238 Far East Bank $ 1,960,000 $ - 1.4-2.325% $ 16,238
1,160 Taishin Bank 400,000 = 2.275-2.3% 1,160
$ 17,398 $ = $ 17,398
- 2001
$ 24,517 Far East Bank $ 1,620,000 $ 630,000 2.30-4.875% $ 24,517
465 Dah An Bank 390,000 = 2.40-4.40% 465
$ 24,982 $ 630,000 $ 24,982

The transactions above are under normal condition.

18.Pledge assets

The assets below are pledged as guarantees for the lawsuit, call loans and to secure certain short-term lines of

credit.
End of 2002 End of 2001
$ 2,390,000 . .
200 312 Pledged certificates of deposit $ 1,650,000 $ 2,390,000
P Purchases negotiable instruments -
$ 2590312 g 1,299,742 200,312
= NCD $ 2,949,742 $ 2,590,312
19. Significant commitments and
contingent liabilities
As of December 31,2002, the commitments and contingent liabilities caused by operating business are as follows :
$ 23,196,192
1.558.959 Negotiable instruments and bonds sold under agreements to repurchase $ 23,196,192
17.394.900 Negotiable instruments and bonds purchased under agreements to resell 1,558,959
518.625 Guarantees on commercial papers 17,394,900

Bills for collection 518,625



20. Fair value of financial products

Financial Assets
Cash
Pledged certificates of deposit
Receivable
Overdue receivable
Short-term negotiable instrument
Long-term bond investment
Due from central bank

Financial Liabilities
Call loans from banks
Payable & others

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

1.The fair value of short-term financial instruments
was estimated as book value. The fair value for
financial assets including cash, pledged
certificates of deposit, receivables, overdue
receivables, short-term borrowings, payables and
other liabilities.

2.The fair value of securities purchased was
based on market price, if available. If market price
was not available, the book value was used as fair
value.

3.The fair value of bond which was used for
guarantees was based on market price. The fair
value of the refundable deposit and the due
deposit from banks is based on book value
because of the uncertain maturity.

4.The fair value of the long-term receivables with
interest paid is based on book value.

There is no any derivatives trading occurred in 2002
and 2001.

17,394,900

$ 547,145 $ 547,145 $ 1,362,998 $ 1,362,998
1,650,000 1,650,000 2,390,000 2,390,000
173,934 173,934 157,937 157,937
16,089 16,089 27,004 27,004
4,697,759 4,697,800 3,537,738 3,546,893
1,060,960 1,061,293 - -
249,034 249,034 248,200 267,661
2,810,000 2,810,000 2,260,000 2,260,000
76,315 76,315 62,672 62,672
End of 2002 End of 2001

book value fair value book value fair value
$ 547,145 $ 547,145 $ 1,362,998 $ 1,362,998
1,650,000 1,650,000 2,390,000 2,390,000
173,934 173,934 157,937 157,937
16,089 16,089 27,004 27,004
4,697,759 4,697,800 3,537,738 3,546,893
1,060,960 1,061,293 - -
249,034 249,034 248,200 267,661
2,810,000 2,810,000 2,260,000 2,260,000
76,315 76,315 62,672 62,672

0.3-0.5%

20,702,700

42.29% 37.95%

$ 5,026 $ 7,125
3,810 4,182
2,565 2,446
1,923 2,331
1,879 2,571
2,192 2,048
$17,395 $20,703
1.
2.
3.
4.
20%
5.
20%
6.
20%
7.
20%
8.
20%
9.
10.




21. Off balance sheet financial
instruments credit risk

23. Disclosure of Notes

Our firm runs the guarantee business of the
commercial paper and the contract is usually within
one year. The term of issue of commercial paper is
usually shorter than 180 days, nor due on a specific
day. The average guarantee fee is between 0.3-0.5%
m 2001 & 2002. The guarantee outstanding in 2002
and 2001 is NT$17,394,900 thousand and
NT$20,702,700 thousand respectively.

Our firm should pay the actual amount when the
commercial paper is defaulted. Therefore, this
outstanding guarantee doesn't represent the future
cash outflow, and the default loss of the guarantee is
maximum when the customer is out of credit and the
collateral provided is no value.

We always analyze our customers' credit restrictively
before we give customers' commercial paper credit.
We also ask some specific customers to provide
proper collateral before they issue commercial paper.
At the end of 2002 and 2001, the total collateral
accounted for 42.29% and 37.95% of the total
outstanding guarantee separately. We always ask our
customer to provide collateral with a full liquidity. When
the customer is in default, we will execute the collateral
to protect our right.

22. Information of credit risk

(1)The information of the important deal and the
reinvestment is as follow:

1.Loan to others: we only do the short-term
borrowing to banks on business and are
forbidden to loan others.

2.Guarantee: the operation of guarantee is one of
our firm’s business.

3.Year's end of the amount of financial instrument;
see attachment.

4.The accumulated dealing amount of the same
negotiable instrument is over NT$100 million or
20% of capital:none

5.Acquiring the real estate which the price is over
NT$100 million or 20% of capitals: none.

6.Selling the real estate which the price is over
NT$100 million or 20% of capitals: none.

7.The dealing amount with the related parties is
over NT$100 million or 20% of capitals: none.

8.The account receivable with the related parties
is over NT$100 million or 20% of capitals: none.

9.The information of the reinvestment firm’s name,

place and so on ...:none

10.Derivative instrument deal: see notes 19 to

notes 21.
(2)The information of investment in mainland
China:none.

(%)
$209,034 - | $209,034
89 1 223,370 223,377
89 1 223,036 = 223,356
88 1C 214,554 - 214,560
91-3 200,000 200,000
91 1G 200,000 200,000

It is obviously increasing the credit default risk when
the financial instruments trading was concentrated on
one person or small group which has the similar
business type. Our firm did not obviously concentrate
dealing on single customer or industry. The fields of
our outstanding guarantee (in millions) are as follows:

24. Segmental Information

end of 2002 end of 2001

Commercial paper

-by industries
Manufacturing $ 5,026 $ 7,125
Investment 3,810 4,182
Real estate 2,565 2,446
Commercial 1,923 2,331
Financial 1,879 2,571
Others 2,192 2,048
Total $ 17,395 $ 20,703

When a customer is in default, the possible loss is
equal to the outstanding guarantee of the customer, if
its collateral is no value.

The corporation is engaged in the regulation of
following operations which include brokerage and
dealing in short-term negotiable instruments and
financial bonds, register, underwriting, guarantee and
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