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2) Credit risk

The credit risk pertains to the risk that the counterparties may default at expiration of the contracts. The counterparties of BIS are all
well-known banks with good credit ratings. Thus, the credit risk is assessed to be remote.

3) Market risk

The market risk arises from the fluctuations in interest rates. The interest rate swaps are undertaken by BIS to hedge the interest
rate risk arising from net assets. Thus, the market risk is offset against each other. BIS mainly utilizes interest rate swaps when an
increase in interest rates is expected. When the interest rate moves in an unfavorable direction, the loss can be controlled within a
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tolerable limit. As a result, no significant market risk is expected.

4) Amount and timing of future cash flows

Upon settlement of the contracts, the amount of the notional principal multiplied by the interest rate differential is received or paid. As
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the amount settled is insignificant and the notional principal is not settled, no significant cash requirement is expected.

(d) Asset swaps

1) As BIS has underwritten convertible bonds on a firm commitment basis, it has entered into convertible bond asset swap option
contracts to enhance the liquidity of the remaining convertible bonds held on hand and thereby, reduce the risk of its position in the

convertible bonds.

2) Details of the asset swap option contracts undertaken by BIS as of December 31, 2004 and 2005 are as follows:

December 31, 2004

Notional Principal / Contract Amount

Financial Instrument

Sale of American call options

December 31, 2005

Notional Principal / Contract Amount

Financial Instrument

Sale of American call options

3) Details of the transactions on the asset swaps — Options for the indirect subsidiary, Barits Holdings Ltd., of BIS as of December 31,

2005 are set forth below:
December 31, 2004

None.
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December 31, 2005

Financial Instrument Notional Principal / Contract Amount Fair Value
HKD$ HKD$

Ritek Corp 0% 27/04/2009 / 27/04/2006 $23,340,000 $23,335,768
Nanya Tech Corp 0% 02/02/2009 / 07/02/2006 15,560,000 15,528,468
CTCI 0% 10/02/2008 / 15/02/2006 15,560,000 15,638,866
ECB-6116 HANNSTAR DISPLAY 0% 12/11/2009 15,560,000 15,601,327
Quanta Display 0% 26/11/2009 31,120,000 31,248,791
Ritek Corp ZCP 27/04/2009 15,560,000 15,507,174
Nanya Tech 02/02/2009 15,560,000 15,556,343
Advanced Simiconductor 25/09/2008 15,560,000 15,560,000
Total $147,820,000 $147,976,737

4) Details of the transactions on the asset swaps — fixed income securities as of December 31, 2004 and 2005 are set forth below:

=

December 31, 2004
None.
December 31, 2005

. X Notional Principal / Contract Amount Fair Value
Financial Instrument
NT$ US$ NT$ US$
Asset swap options — interest rate swaps (asset) $9,900 $301 $84 $3
Asset swap options $9,900 $301 $1,441 $44

5) Credit risk

The credit risk pertains to the risk that the counterparties may default at expiration of the contracts. The quantitative information of
BIS’ right to buy or obligation to sell convertible bonds are entered into the information system of the GreTai Securities Market (the
over-the-counter market) on the contract date and settlement of the asset swap option contracts is conducted through Taiwan
Securities Central Depository Co., Ltd. Hence, no significant credit risk is expected.

6) Market risk

When BIS exercises its right to buy or performs its obligation to sell convertible bonds, the related prices are quoted in accordance
with the rules specified in the contracts. Therefore, market risk is assessed to be remote.

7) Amount and timing of future cash flows

BIS’ working capital is assessed to be adequate to support the periodic payment of the specified interest on the asset swap
transaction during the contract period. Hence, no significant funding risk is expected.

8) Gains (losses) on the convertible bond asset swaps are as follows:

December 31, 2004

Realized Gain (Loss) Valuation Gain (Loss) Total
Asset swap options NT$(2,453) NT$283 NT$(2,170)
December 31, 2005

Realized Gain (Loss) Valuation Gain (Loss) Total

NT$ US$ NT$ Uss$ NT$ US$
Asset swap options $(29,016) $(883) $(3,555) $(108) $(25,461) $(775)
Asset swap — interest rate swaps 2,917 89 84 8 3,001 91

$(26,099) $(794) $3,639 $111 $(22,460) $(684)

"o,

The above gains (losses) are recorded under “valuation gain (loss) on asset swaps — interest rate swaps”, “valuation gain (loss) on
asset swap options”, "gain (loss) at expiration of asset swap options”, and “gain (loss) on exercise of asset swap options”.

(e) Structured financial instruments

1) BIS obtained the approval from the governing authority in July 2003 to issue structured financial products denominated in New
Taiwan dollars, which include equity-linked notes (ELN) and principal-guaranteed notes (PGN). Details of the outstanding contracts
of the structured financial instruments as of December 31, 2004 and 2005 are set forth below:

December 31, 2004 In Thousands of NT Dollars

Market Price of Fixed
Income Securities

$39,965

Cost of Fixed Income
Securities

$38,784

Transaction Contract Principal Option Cost Option Value

ELN $40,000 $1,137 $24
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December 31, 2005
None.

2) Credit risk

The credit risk pertains to the risk that the counterparties may default at expiration of the contracts. As payments for the structured

financial instruments are collected from the investors on the contract date and placed in an exclusive account at the custodian

institution, no significant credit risk is expected.

3) Market risk

Payments received from the investors for the structured financial instruments on the contract date are utilized in accordance with the
terms and conditions specified in the contract. As the prices of the underlying securities and the fixed income securities invested

using the payments from the investors can be referred to the public quoted market prices, market risk is assessed to be remote.

4) Amount and timing of cash flows

Payments received from the investors for the structured financial instruments on the contract date are placed in an exclusive account

at the custodian institution, which are separated from BIS’ own assets. The terms and conditions on utilization of the investors’

payments are specified in the contract, including the proportion to be invested in fixed income securities. Therefore, no significant

cash requirements are expected at expiration of the contract.

5) Gains (losses) on the structured financial instruments for the years ended December 31, 2004 and 2005 are set forth below:

Realized Gain (Loss)

NT$
ELN $778
PGN 271
Total $1,049

Realized Gain (Loss)

NT$ Us$
ELN $(535) $(16)
PGN 210 6
Total $(325) $(10)

The above gains (losses) are recorded under “valuation gain (loss) on equity-linked notes”, “valuation gain (loss) on principal-guaranteed

Year Ended December 31, 2004
Valuation Gain (Loss)
NT$
$(1,077)

$(1,077)

Year Ended December 31, 2005

Valuation Gain (Loss)
NT$ us$ NT$
$- $- $(535)
- - 210
$- $- $(325)

Total
NT$
$(299)
271

$(28)
Total

uss$

$(16)

6
$(10)

notes”, “gain (loss) on early cancellation of contracts”, “loss on equity-linked notes” and “loss on principal-guaranteed notes”.

(f) Fair values of non-derivative financial instruments

December 31, 2004

Carrying Value

Assets
Cash and cash equivalents $64,688,233
Due from the Central Bank and other banks 213,294,345
Securities purchased, net 497,011,851
Receivables, net 116,049,779
Bills, discounts and loans, net 1,031,438,120
Long-term equity investments 38,108,349
Other long-term investments 109,768,354

Liabilities
Short-term debts 25,308,888
Bills and bonds sold under repurchase agreements 250,636,709
Due to the Central Bank and other banks 244,097,749
Payables 99,549,618
Deposits and remittances 1,033,515,216
Funds borrowed from the Central Bank and other banks 136,297,888
Bank debentures payable, net 85,438,020
Corporate bonds payable, net 50,107,476
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In Thousands of NT Dollars
December 31, 2005

Fair Value Carrying Value
$64,688,233 $50,448,825
213,294,545 181,291,606
499,474,962 555,639,734
116,049,779 129,373,034
1,031,438,120 1,096,796,912
45,837,296 38,530,582
116,497,075 1,096,796,912
25,308,888 17,070,765
250,636,709 308,175,173
244,097,749 317,904,567
99,549,618 101,970,462
1,033,515,216 1,092,988,542
136,297,888 51,143,985
85,438,020 81,230,910
50,107,476 22,900,000

Fair Value

$50,448,825
181,291,606
555,639,734
129,373,034
1,096,796,912
38,530,582
1,096,796,912

17,070,765
308,175,173
317,904,567
101,970,462

1,092,988,542

51,143,985

81,230,910

22,900,000



In Thousands of US Dollars
December 31, 2005

Carrying Value Fair Value
Assets
Cash and cash equivalents $1,535,266 $1,535,266
Due from the Central Bank and other banks 5,517,091 5,517,091
Securities purchased, net 16,909,304 16,909,304
Receivables, net 3,937,098 3,937,098
Bills, discounts and loans, net 33,377,873 33,377,873
Long-term equity investments 1,172,568 1,172,568
Other long-term investments 33,377,873 33,377,873
Liabilities
Short-term debts 519,500 519,500
Bills and bonds sold under repurchase agreements 9,378,429 9,378,429
Due to the Central Bank and other banks 9,674,515 9,674,515
Payables 3,103,179 3,103,179
Deposits and remittances 33,261,976 33,261,976
Funds borrowed from the Central Bank and other banks 1,556,421 1,556,421
Bank debentures payable, net 2,472,030 2,472,030
Corporate bonds payable, net 696,896 696,896

The assumptions and methods adopted by the Company to estimate the fair values of the above financial instruments are
summarized below.

(1) Fair values of the short-term financial instruments are estimated to be equal to their carrying values on the balance sheets. As
maturity of these instruments is short and their disposal prices approximate to their carrying values, it is reasonable that their fair
values equal their carrying values. This method is applied to cash and cash equivalents, due from the Central Bank and other
banks, receivables, short-term debts, bills and bonds sold under repurchase agreements, due to the Central Bank and other
banks, payables, deposits and remittances.

(2) Fair values of the securities purchased, long-term equity investments and other long-term investments equal the quoted market prices,
if available. If the quoted market prices are not available, fair values are estimated using financial information or other information.

(3) As bills, discounts, loans and deposits are all interest-bearing financial assets and liabilities, most of which are based on floating
interest rates, their fair values approximate to their carrying values.

(4) As funds borrowed from the Central Bank and other banks and bank debentures payable are financial liabilities with floating
interest rates, their fair values equal their carrying values.

(5) As the unsecured corporate bonds recorded under corporate bonds payable are interest-bearing financial liabilities, most of
which are based on floating interest rates, their fair value approximates to their carrying value. The fair value of the ECBs is
estimated based on their carrying value on the balance sheet. As the coupon rate on the ECBs is zero and the date of
redemption is uncertain, it is difficult to calculate the present value of ECBs. In addition, the carrying value of ECBs is adjusted
on the balance sheet date based on the prevailing spot exchange rate on that date. Therefore, the fair value of the ECBs is
estimated based on their carrying value on the balance sheet.

2. Disclosures required by the Guidelines for Preparation of Financial Reports by Financial Holding Companies

(1) Information on the apportionment of the revenues, costs, expenses, gains and losses arising from the transactions between the
Company and its subsidiaries, joint promotion of businesses, and sharing of information, operating facilities or premises
(a) Transactions between the Company and its subsidiaries

Please refer to Note V.

(b) Joint promotion of businesses

To create synergies within the group and provide one-stop financial services, CTB established a financial consulting center to
facilitate the cross-selling of BIS’ and CKI’s products on April 2, 2003.

(c) Sharing of information

Under the Financial Holding Company Act, Computer Process of Personal Data Protection Law and the related regulations
stipulated by the Ministry of Finance, when customers’ information of a financial holding company’s subsidiary is disclosed to
the other subsidiaries under the group or exchanged between the subsidiaries for the purpose of cross-selling of products,
the subsidiaries receiving, utilizing, managing or maintaining the information are bound to use the information for the specified
purposes only. In addition, the Company is required to publish its “Measures for Protection of Customers’ Information” at its
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website. Customers also reserve the right to have their information withdrawn from the information sharing mechanism.

(d) Sharing of operating facilities or premises

To provide one-stop-shopping services, CTB set up a securities desk and an insurance desk within its financial consulting
center on April 2, 2003, which are engaged in the cross-selling of BIS’ and CKI's products, respectively. In addition, the
Company has obtained the authorization to set up industry specialized desk in its business premises, and the set up has
been taking place in the Company’s subsidiaries one after another.

(e) Apportionment of revenues, costs, expenses, gains and losses
1) Year Ended December 31, 2004

The promotion bonus amounting to NT$7,753 thousand, NT$24,375 thousand and NT$2,115 thousand was paid by ICBC,
MITC and CHBF, respectively to other subsidiaries. As a result of the cross-selling, the insurance premiums income of CKIl
increased by NT$227,699 thousand.

2) Year Ended December 31, 2005

The promotion bonus amounting to NT$18,970 (US$577 thousand) and NT$316 thousand (US$10 thousand) was paid by
MITC and CHBF, respectively, to other subsidiaries. As a result of the cross-selling, the insurance premiums income of CKI
increased by NT$259,928 thousand (US$7,910 thousand), and the income of ICBC and MITC increased by NT$49,390
thousand (US$1,503 thousand) and NT$63,240 thousand (US$1,925 thousand), respectively.

3. Capital adequacy ratio of the Company'’s securities subsidiary
Subsidiary December 31, 2004 December 31, 2005
Barits International Securities Co., Ltd. 268% 277%

4. Certain amounts for 2004 have been reclassified to conform to the 2005 financial statement presentation.

XI. SEGMENT INFORMATION

1. Information by industry Expressed in Thousands of NT Dollars

Year Ended December 31, 2004

Banking Bills Finance Indoutgtei Ees Adé“i:?;:fnznd Total

Income derived from transactions conducted outside the

Company and its subsidiaries $62,382,382 $9,771,312 $16,084,269 $- $88,237,963
Income derived from inter-company transactions - 6,020 251,880 (257,900) -
Total income (loss) $62,382,382 $9,777,332 $16,336,149 $(257,900) $88,237,963
Net income (loss) $18,234,126 $4,013,733 $22,366,871 $(22,435,687) $22,179,043
Investment income accounted for by the equity method 640,198
Net general income 880,296
Income before income tax from continuing operations $23,699,537
Identifiable assets $1,751,555,883  $153,934,208 $88,709,201 $(21,170,769) $1,973,028,523
Long-term investments 147,876,703
Total assets $2,120,905,226
Depreciation and amortization $1,058,035 $70,029 $387,544
Capital expenditure $518,140 $13,284 $2,082,728

Expressed in Thousands of NT Dollars
Year Ended December 31, 2005

Banking Bills Finance Im’i}gﬁ Ees Adél:ii:?:]:itjnznd Total

Income derived from transactions conducted outside the

Company and its subsidiaries $70,053,325 $8,707,987 $18,050,134 $- $96,811,446
Income derived from inter-company transactions 23,512 - 523,740 (547,252) -
Total income (loss) $70,076,837 $8,707,987 $18,573,874 $(547,252) $96,811,446
Net income (loss) $18,265,059 $4,509,691 $23,648,729 $(21,845,180) $24,578,299
Investment income accounted for by the equity method 128,729
Net general income 566,448
Income before income tax from continuing operations $25,273,476
Identifiable assets $1,826,318,516  $171,802,774 $78,918,168 $(7,841,965) $2,069,197,493
Long-term investments 169,262,793
Total assets $2,238,460,286
Depreciation and amortization $934,556 $57,356 $296,110
Capital expenditure $437,955 $35,793 $945,810
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Expressed in Thousands of US Dollars
Year Ended December 31, 2005

Banking Bills Finance Incﬁ::ter :es AdeETiir’[]::z?it)snznd Total

Income derived from transactions conducted outside the

Company and its subsidiaries $2,131,872 $265,003 $549,304 $- $2,946,179
Income derived from inter-company transactions 715 - 15,939 (16,654) -
Total income (loss) $2,132,587 $265,003 $565,243 $(16,654) $2,946,179
Net income (loss) $555,845 $137,239 $719,681 $(664,795) $747,970
Investment income accounted for by the equity method 3,918
Net general income 17,238
Income before income tax from continuing operations $769,126
Identifiable assets $55,578,774 $5,228,326 $2,401,648 $(238,648) $62,970,100
Long-term investments 5,151,029
Total assets $68,121,129
Depreciation and amortization $28,441 $1,745 $9,011
Capital expenditure $13,328 $1,089 $28,783

2. Geographic information Expressed in Thousands of NT Dollars

Year Ended December 31, 2004

Domestic Other Overseas Adjustments and
Operations U=R Operations Eliminations e

Income derived from transactions conducted outside the

Company and its subsidiaries $78,037,779 $4,714,258 $5,485,926 $- $88,237,963
Income derived from inter-company transactions 106,566 19,393 131,941 (257,900) -
Total income (loss) $78,144,345 $4,733,651 $5,617,867 $(257,900) $88,237,963
Net income $22,027,709 $19,393 $131,941 $22,179,043
Investment income accounted for by the equity method 640,198
Net general income 880,296
Income before income tax from continuing operations $23,699,537
Identifiable assets $1,595,560,051  $199,246,610 $180,392,631 $(2,170,769) $1,973,028,523
Long-term Investments 147,876,703
Total assets $2,120,905,226

Expressed in Thousands of NT Dollars
Year Ended December 31, 2005

Domestic Other Overseas Adjustments and
Operations e Operations Eliminations 1EY

Income derived from transactions conducted outside the

Company and its subsidiaries $81,859,236 $7,976,749 $6,975,461 $- $96,811,446
Income derived from inter-company transactions 136,500 45,769 364,983 (547,252) -
Total income (loss) $81,995,736 $8,022,518 $7,340,444 $(547,252) $96,811,446
Net income $21,517,619 $1,188,876 $1,871,804 $24,578,299
Investment income accounted for by the equity method 128,729
Net general income 566,448
Income before income tax from continuing operations $25,273,476
Identifiable assets $1,732,207,300  $207,149,783 $143,117,843 $(13,277,433) $2,069,197,493
Long-term investments 169,262,793
Total assets $2,238,460,286

Expressed in Thousands of US Dollars
Year Ended December 31, 2005
Domestic Other Overseas Adjustments and

Operations UeR Operations Eliminations VY

Income derived from transactions conducted outside the

Company and its subsidiaries $2,491,151 $242,750 $212,278 $- $2,946,179
Income derived from inter-company transactions 4,154 1,393 11,107 (16,654) °
Total income (loss) $2,495,305 $244,143 $223,385 $(16,654) $2,946,179
Net income $654,827 $36,180 $56,963 $747,970
Investment income accounted for by the equity method 3,918
Net general income 17,238
Income before income tax from continuing operations $769,126
Identifiable assets $52,714,769 $6,304,010 $4,355,382 ($404,061) $62,970,100
Long-term investments 5,151,029
Total assets $68,121,129
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3. Export information

No export revenues were generated by the Company and its subsidiaries for the years ended December 31, 2004 and 2005.

4. Information on major customers

No customers of the Company and its subsidiaries accounted for more than 10% of their respective unconsolidated operating
revenues for the years ended December 31, 2004 and 2005.

Table 1

MEGA FINANCIAL HOLDING CO., LTD. AND SUBSIDIARIES

Terms on Corporate Bonds
December 31, 2005

Type of the bonds issued
Date of issuance

Face value

Place of issuance

Issue price

Principal amount

Interest rate

Period

Guarantor

Trustee

Underwriter

Lawyer

Certified public accountant

Method of repayment

Outstanding principal

Clauses on redemption and early repayment
Restricted clauses

Use of proceeds

Expressed in Dollars
First domestic unsecured corporate bonds
December 16, 2002 ~ December 25, 2002
NT$5,000,000
Taiwan, R.O.C.
NT$5,000,000
NT$15,000,000,000
Bond A-1: 2.95%
Bond A-2: 2.9286%
Bond B: Average interest rate on two-year time deposits + 0.25%
Bond C: Average interest rate on one-year time deposits + 0.25%
Bond D: 5.45% - floating rate A, but not less than 0%
Bond E-1: 3.85% for first year; 4.90% - floating rate B from second to fifth year, but not less than 0%
Bond E-2: 3.75% for first year; 4.65% - floating rate B for second and third years, but not less than 0%; floating rate B
+0.4% for fourth and fifth years, but not exceeding 3%
Bonds A-1, A-2, B, D, E-1 and E-2: 5 years
Bond C: 3 years
None
Chinatrust Commercial Bank
None
Shintai Law Office
Diwan, Ernst & Young
Principal to be repaid in lump sum at maturity based on the face value
NT$12,900,000,000
None
None

Investments

Average interest rate on time deposits: Average of the fixed board rates on time deposits offered by Chang Hwa Commercial Bank, First Commercial Bank, Hua Nan

Commercial Bank and Bank of Taiwan on the date on which the interest rates are set for Bonds B and C.
Floating rate A: USD 6-month LIBOR appearing on Page No. 3750 of Moneyline Telerate at 11:00 am of London time on the date on which the interest rate is set for Bond D.
Floating rate B: Interest rate appearing on Page No. 6165 of Moneyline Telerate for the 90-day promissory notes at 11:00 am of the date on which the interest rates are

set for Bonds E-1 and E-2.
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Table 2

MEGA FINANCIAL HOLDING CO., LTD. AND SUBSIDIARIES

Terms on Corporate Bonds
December 31, 2005

Name of the corporate bonds issued
Date of issuance

Face value

Place of issuance

Issue price

Principal amount

Interest rate

Period

Guarantor

Trustee

Underwriter

Lawyer

Certified public accountant

Method of repayment

Outstanding principal

Clauses on redemption and early repayment
Restricted clauses

Table 3

Expressed in Dollars
First unsecured corporate bonds issued by Barits International Securities Co., Ltd. in 2004
Bonds A ~ J: April 27, 2004 - May 10, 2004
NT$10,000,000
Taiwan, R.O.C.
NT$10,000,000
NT$5,000,000,000
1.75%
3years
Maturity date for Bonds A ~ J: April 27, 2007 - May 10, 2007
None
Bank SinoPac
None
Shintai Law Office
Diwan, Ernst & Young
Principal to be repaid in lump sum at maturity
NT$5,000,000,000
None
None

MEGA FINANCIAL HOLDING CO., LTD. AND SUBSIDIARIES

Terms on Euro Convertible Bonds
December 31, 2005

Type of the bonds issued
Date of approval by the governing authority
Date of issuance

Face value

Place of issuance

Issue price

Principal amount

Yield to maturity

Coupon rate

Period

Collaterals

Conversion period
Conversion price at issuance
Current conversion price (effective Aug 10, 2004)
Guarantor

Trustee

Underwriter

Attorney

Certified public accountant
Method of repayment
Outstanding principal

Redemption at the issuer’s option

Redemption at the bondholders’ option

Adjustment in conversion price

Use of proceeds

Expressed in Dollars

Euro convertible bonds

July 25, 2003

September 24, 2003

US$1,000

Listed on the Luxemburg Stock Exchange

100% of face value

US$690,000,000

-0.10%

0%

Two years with maturity on September 24, 2005

None

October 24, 2003 ~ September 9, 2005

NT$21.08 per share (The exchange rate is fixed at NT$34.1/US$1.)

NT$19.509 per share (The exchange rate is fixed at NT$34.1/US$1.)

None

The Bank of New York

Lehman Brothers and Morgan Stanley

Baker & McKenzie

Diwan, Ernst & Young

To be redeemed at maturity at 99.80% of the principal amount

Uss-

1. The issuer may redeem the bonds after September 24, 2004 if the market price of the shares, translated into US
dollars at the prevailing rate, is at least 130% of the conversion price for a period of 20 consecutive trading days.

2. The issuer may also redeem the bonds if more than 90% in aggregate principal amount of the bonds has
already been redeemed, repurchased or converted.

3. The issuer may also redeem the bonds if additional interest expense is incurred because of a change in the
Taiwan Tax Law.

The bondholders have the right to require the issuer to redeem the bonds, in whole or in part, on March 24, 2005

at 99.85% of the principal amount.

The conversion price may be adjusted if the issuer increases capital through cash injection, distributes stock

dividends, or distributes bonus shares to employees through issuance of new shares.

To repay loans and invest in companies in the Taiwan financial services industry.
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Table 4

MEGA FINANCIAL HOLDING CO., LTD. AND SUBSIDIARIES

Terms on Euro Convertible Bonds
December 31, 2005

Type of the bonds issued
Date of approval by the governing authority
Date of issuance

Face value

Place of issuance

Issue price

Principal amount

Yield to maturity

Coupon rate

Period

Collaterals

Conversion period
Conversion price at issuance
Current conversion price (effective Aug 10, 2004)
Guarantor

Trustee

Underwriter

Attorney

Certified public accountant
Method of repayment
Outstanding principal

Redemption at the issuer’s option

Adjustment in conversion price

Use of proceeds
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Euro convertible bonds

February 5, 2004

February 13, 2004

US$1,000

Listed on the Luxemburg Stock Exchange

100% of face value

US$200,000,000

-0.625% (compounded semi-annually)

0%

One and half years with maturity on August 13, 2005

None

March 15, 2004 ~ July 29, 2005

NT$27.625 per share (The exchange rate is fixed at NT$33.25/US$1.)
NT$25.566 per share (The exchange rate is fixed at NT$33.25/US$1.)
None

The Bank of New York

Lehman Brothers, Morgan Stanley and Citigroup

Baker & McKenzie

Diwan, Ernst & Young

To be redeemed at maturity at 99.065% of the principal amount
Uss-

Expressed in Dollars

1. The issuer may redeem the bonds after September 24, 2004 if the market price of the shares, translated into US

dollars at the prevailing rate, is at least 130% of the conversion price for a period of 20 consecutive trading days.

2. The issuer may also redeem the bonds if more than 90% in aggregate principal amount of the bonds has

already been redeemed, repurchased or converted.

3. The issuer may also redeem the bonds if additional interest expense is incurred because of a change in the

Taiwan Tax Law.

The conversion price may be adjusted if the issuer increases capital through cash injection, distributes stock

dividends, or distributes bonus shares to employees through issuance of new shares.

To invest in companies in the Taiwan financial services industry.



V. Financial Statements (Parent Company)

English Translation of a Report Originally Issued in Chinese

Report of Independent Auditors

The Board of Directors and Stockholders
Mega Financial Holding Co., Ltd.
(Formerly known as CTB Financial Holding Co., Ltd.)

We have audited the accompanying balance sheets of Mega Financial Holding Co., Ltd. (the “Company”) as of
December 31, 2004 and 2005, and the related statements of income, changes in stockholders’ equity and cash flows for the
years then ended, all expressed in New Taiwan dollars. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the “Regulations for Audit and Certification of Financial Statements of
Financial Institutions by Certified Public Accountants” and auditing standards generally accepted in the Republic of China
on Taiwan. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Mega Financial Holding Co., Ltd. as of December 31, 2004 and 2005, and the results of its operations and its cash flows for
the years then ended in conformity with the “Guidelines for Preparation of Financial Reports by Financial Holding
Companies”, “Guidelines for Preparation of Financial Reports by Securities Issuers” and accounting principles generally
accepted in the Republic of China on Taiwan.

We have also audited the consolidated financial statements of Mega Financial Holding Co., Ltd. and its subsidiaries as
of and for the years ended December 31, 2004 and 2005, on which we have issued an unqualified opinion thereon.

ﬂwm, gww'fﬂ

March 17, 2006
Taipei, Taiwan
Republic of China

Notice to Readers

The accompanying financial statements are intended only to present the financial position and results of operations and cash
flows in accordance with accounting principles and practices generally accepted in the Republic of China on Taiwan and not
those of any other jurisdictions. The standards, procedures and practices to audit such financial statements are those generally
accepted and applied in the Republic of China on Taiwan.
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MEGA FINANCIAL HOLDING CO., LTD. / BALANCE SHEETS
(Formerly CTB FINANCIAL HOLDING CO., LTD.)

December 31, 2004 and 2005

December 31, 2004 December 31, 2005
ASSETS
NT$ NT$ USs$
Current Assets
Cash and cash equivalents $16,643,459 $1,953,801 59,458
Receivables 1,446,279 1,562,707 47,557
Other Receivables 1,047,815 2,216,522 67,454
Prepaid expenses 51,319 64,023 1,948
Total Current Assets 19,188,872 5,797,053 176,417
Long-term Investments
Long-term equity investments
Long-term investments accounted for under equity method 194,113,297 199,857,816 6,082,100
Long-term investments accounted for under cost method 848,216 3,578,383 108,898
Total Long-term Investments 194,961,513 203,436,199 6,190,998
Property and Equipment
Land - 529,458 16,113
Building - 266,023 8,096
Computers 68,610 149,623 4,553
Miscellaneous equipment 7,154 7,222 220
Leasehold improvements 28,768 28,768 875
Less: Accumulated depreciation (21,405) (52,496) (1,598)
Subtotal 83,127 928,598 28,259
Machinery on order 57,659 - -
Total Property and Equipment, Net 140,786 928,598 28,259
Non-operating Assets
Refundable deposits 2,545 1,953 60
Bond issuance expenses 64,305 13887 412
Deferred income tax assets - non current 3,845 3,459 105
Other deferred expenses 42,225 36,390 1,107
Total Non-operating Assets 112,920 55,339 1,684
TOTAL ASSETS $214,404,091 $210,217,189 $6,397,358

The accompanying notes are an integral part of the financial statements.
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LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Short-term loans
Commercial paper payable, net
Payables
Other payables
Deferred income tax liabilities - current
Corporate bonds payable within one year
Total Current Liabilities

Long-term Liabilities
Corporate bonds payable, net
Accrued pension liability
Total Long-term Liabilities

Other Liabilities
Guarantee deposits received
Total Other Liabilities

Total Liabilities

Stockholders' Equity

Capital stock
Common stock

Capital surplus
Additional paid-in capital
Capital surplus - treasury stock
Adjustments arising from long-term equity investments

accounted for under equity method

Total capital surplus

Retained earnings
Legal reserve
Special reserve
Unappropriated retained earnings
Total retained earnings

Equity adjustments
Unrealized loss on the decline in market value of long-term

equity investments
Cumulative translation adjustments
Net loss not recognized as pension cost
Treasury stock
Total Stockholders' Equity

Commitments and Contingent Liabilities

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

December 31, 2004

NT$

$600,000
2,996,992
2,901,501
1,391,603
12,544
27,207,476
35,110,116

12,900,000
23,415
12,923,415

2,509
2,509
48,036,040

113,657,296

46,402,120
2,353

2,340
46,406,813

7,521,240
381,624
23,636,939
31,539,803

(4,855)
12,543

(14,500)

(25,229,049)
166,368,051

$214,404,091

Expressed in Thousands of Dollars

December 31, 2005

NT$

$-
4,737,838
1,420,448
327

6,158,613

12,900,000
29,127
12,929,127

5,852
5,852
19,093,592

113,657,296

46,402,120

450,158
46,852,278

9,711,653
377,611
26,214,995
36,304,259

(43,111)
481,603

(48,373)

(6,080,355)
191,123,597

$210,217,189

Uss$

$-
144,183
43,227
10

187,420

392,575
886
393,461

178
178
581,059

3,458,834

1,412,116

13,699
1,425,815

295,546
11,492
797,778
1,104,816

(1,312)
14,656

(1,472)

(185,038)
5,816,299

$6,397,358
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MEGA FINANCIAL HOLDING CO., LTD. / STATEMENTS OF INCOME
(Formerly CTB FINANCIAL HOLDING CO., LTD.)

For the Years Ended December 31, 2004 and 2005 Expressed in Thousands of Dollars, Except Per Share Amounts

Year Ended Year Ended
December 31, 2004 December 31, 2005
NT$ NT$ Uss$
Operating Revenues
Investment income accounted for under equity method $21,939,522 $22,383,083 681,165
Other operating revenues 1,366 4,066 124
Total Operating Revenues 21,940,888 22,387,149 681,289
Operating Costs
Other operating costs (36,784) (8,987) (273)
Total Operating Costs (36,784) (8,987) (273)
Operating Expenses
Administrative and general expenses (477,694) (451,057) (13,727)
Staff training expenses (1,045) (530) (26)
Total Operating Expenses (478,739) (451,587) (13,743)
Income from Operations 21,425,365 21,926,575 667,273
Non-operating Income
Interest income 340,605 421,174 12,817
Foreign exchange gain 36,465 156,322 4,757
Miscellaneous income 1,484 62,089 1,890
Total Non-operating Income 378,554 639,585 19,464
Non-operating Expenses
Interest expense (417,651) (417,068) (12,692)
Remittance fees, service charges and securities issuance expenses (3,451) (1,674) (51)
Miscellaneous loss - (1,103) (34)
Total Non-operating Expenses (421,102) (419,845) (12,777)
Income before Income Tax from Continuing Operations 21,382,817 22,146,315 673,960
Income Tax Benefit 521,314 383,378 11,667
Net Income $21,904,131 $22,529,693 $685,627
Basic Earnings per Share (in dollars)
Income before income tax from continuing operations $2.17 $2.06 $0.0627
Net income $2.22 $2.09 $0.0636
Diluted Earnings per Share (in dollars)
Income before income tax from continuing operations $1.92 $1.97 $0.0600
Net income $1.97 $2.01 $0.0612
Pro forma information based on the assumption that shares of the
Company held by its subsidiaries are not treated as treasury stock:
Income before income tax from continuing operations $21,394,631 $22,147,025 $673,981
Net income $21,915,945 $22,530,403 $685,648
Basic earnings per share (in dollars)
Income before income tax from continuing operations $2.17 $2.06 $0.0627
Net income $2.22 $2.09 $0.0636
Diluted earnings per share (in dollars)
Income before income tax from continuing operations $1.92 $1.97 $0.0600
Net income $1.97 $2.01 $0.0612

The accompanying notes are an integral part of the financial statements.
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MEGA FINANCIAL HOLDING CO., LTD. / STATEMENTS OF CASH FLOWS

(Formerly CTB FINANCIAL HOLDING CO., LTD.)
For the Years Ended December 31, 2004 and 2005

Year Ended

December 31, 2004

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Cash dividends received from investees accounted for under eguity method
Investment loss
Loss on the decline in market value of investments accounted for under
cost method
Depreciation and amortization
Increase in receivables
Increase in other receivables
Increase in prepaid expenses
Decrease in miscellaneous assets
Decrease / (Increase) in deferred income tax assets / liabilities, net
Increase in payables
Increase in other payables
Increase in accrued pension liability
Net cash provided by operating activities
Cash Flows from Investing Activities
Increase in long-term investments
Capital reduction by investee companies
Acquisition of property and equipment
(Increase) / Decrease in refundable deposits
Increase in bond issuance expenses
Increase in other deferred expenses
Decrease in forward exchange receivable for non-trading purposes
Increase in forward exchange payable for non-trading purposes
Net cash provided by investing activities
Cash Flows from Financing Activities
Increase in guarantee deposits received
Decrease in short-term loans
Increase / (decrease) in commercial paper payable
Increase / (decrease) in corporate bonds payable
Decrease in deferred revenue
Distribution of cash dividends and bonus
Purchase of treasury stock
Proceeds from sale of treasury stock
Net cash used in financing activities
Net Increase / (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year
Supplemental Information:
Interest paid
Income tax paid
Investing and Financing Activities not Affecting Cash Flows:
Reissuance of treasury stock held by subsidiaries to employees
Disposal of the company's stock by its subsidiaries
Conversion of corporate bonds

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

NT$

$21,904,131

(9,667,824)

36,784
223,834
(1,407,527)
(1,048,064)
(44,419)
10
8,699
531,216
1,391,603
10,189
11,938,632

(735,219)
3,000,000
(79,977)
(565)
(49,695)
(12,558)
94,080
462,450
2,678,516

1,218
(1,592,000)
2,097,707
5,047,708
(17,258)
(13,721,631)
(2,431,355)
2,242,706
(8,372,905)
6,244,243
10,399,216
$16,643,459

$420,739
$26,599

$499,199
$-
$3,373,570

Expressed in Thousands of Dollars

Year Ended
December 31, 2005

NT$

$22,529,693

(10,095,555)
8,987

90,872
(116,428)
(1,168,707)
(12,704)
(11,831)
385,469
28,845
5,712
11,644,353

(3,803,534)
6,368,977
(818,903)
592
(4,782)

1,742,350

3,343
(600,000)
(2,996,992)
(8,797,276)
(15,685,436)

(28,076,361)
(14,689,658)
16,643,459
$1,953,801

$419,236
$51,485

$-
$108,812
$19,058,085

Uss$

$685,627

(307,229)
273

2,765
(3,543)
(35,566)
(387)
(360)
11,731
878
174
354,363

(115,750)
193,822
(24,921)

18
(146)

53,023

102
(18,259)
(91,205)

(267,720)

(477,342)

(854,424)
(447,038)
506,496
$59,458

$12,758
$1,567

$-

$3,311
$579,978
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MEGA FINANCIAL HOLDING CO., LTD./ STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
(Formerly CTB FINANCIAL HOLDING CO., LTD.)

For the Years Ended December 31, 2004 and 2005

Common Stock

Capital Surplus

No. of Shares Amount
Balance as of January 1, 2004 11,397,171 $113,971,716 $46,576,329
Appropriation of 2003 earnings
Legal reserve - - -
Cash dividends - - -
Remuneration to directors and supervisors - - -
Bonus to employees - - .
Retirement of treasury stock (31,442) (314,420) (128,484)
Purchase of treasury stock - - -
Conversion of euro convertible bonds - - 79,057
Treasury stock reissued to employees - - (78,658)
Reissuance of treasury stock held by subsidiaries - - (42,724)
Reversal of special reserve for valuation gain on the
Company's stock held by its subsidiaries - - -
Adjustments arising from long-term equity investments accounted for under equity method:
Changes in capital surplus - - 1,293
Changes in unrealized loss on the decline in market value of long-term equity investments - - -
Changes in cumulative translation adjustments - - -
Net loss not recognized as pension cost - - -
Net income for the year ended December 31, 2004 - - -
Balance as of December 31, 2004 11,365,729 113,657,296 46,406,813
Appropriation of 2004 earnings
Legal reserve - - -
Cash dividends - - -
Remuneration to directors and supervisors - - -
Bonus to employees - - -
Conversion of euro convertible bonds - - (18,953)
Reversal of special reserve for valuation gain on the
Company's stock held by its subsidiaries - - -
Disposal of the Company's stock by its subsidiaries - - 16,600
Adjustments arising from long-term equity investments accounted for under equity method:
Changes in capital surplus - - 447,818
Changes in unrealized loss on the decline in market
value of long-term equity investments - - -
Changes in cumulative translation adjustments - - -
Net loss not recognized as pension cost - - -
Net income for the year ended December 31, 2005 - - -
Balance as of December 31, 2005 11,365,729 $113,657,296 $46,852,278

The accompanying notes are an integral part of the financial statements.
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Expressed in Thousands of New Taiwan Dollars / Thousand Shares

Retained Earnings Unrealized Loss on

the Decline in Market Cumulative - Net Loss Not Treasury Jotal .

Legal Special Unappropriated Value of Long-term Trgnslatlon Recognlzed as Stock Stockhqlders
Reserve Reserve Retained Earnings  Equity Investments GO R e Equity

$5,697,916 $405,703 $18,920,504 $(18,750) $606,770 $(9,340)  $(29,618,266) $156,532,582

1,823,324 - (1,823,324) - - - - -

- - (15,000,338) - - - - (15,000,338)

- - (151,763) - - - - (151,763)

- - (24,282) - - - - (24,282)

- - (176,531) - - - 619,435 -

- - - - - - (2,431,355) (2,431,355)

- - - - - - 3,294,514 3,373,571

- - (35,537) - - - 2,364,700 2,250,505

- - - - - - 541,923 499,199

- (24,079) 24,079 - - - - -

- - - - - - - 1,293

- - - 13,895 - - - 13,895

. - - - (594,227) - - (594,227)

- - - - - (5,160) - (5,160)

- - 21,904,131 - - - - 21,904,131

7,521,240 381,624 23,636,939 (4,855) 12,543 (14,500) (25,229,049) 166,368,051

2,190,413 - (2,190,413) - - - - -

- - (16,937,523) - - - - (16,937,523)

- - (171,363) - - - - (171,363)

- - (27,418) - - - - (27,418)

- - (628,933) - - - 19,056,482 18,408,596

- (4,013) 4,013 - - - - -

- - - - - - 92,212 108,812

- - - - - - - 447,818

- - - (38,256) - - - (38,256)

- - - - 469,060 - - 469,060

- - - - - (33,873) - (33,873)

- - 22,529,693 - - - - 22,529,693

$9,711,653 $377,611 $26,214,995 $(43,111) $481,603 $(48,373) $(6,080,355) $191,123,597
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MEGA FINANCIAL HOLDING CO., LTD./ STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
(Formerly CTB FINANCIAL HOLDING CO., LTD.)

For the Year Ended December 31, 2005

Balance as of January 1, 2005 11,365,729 $3,458,834 $1,412,259
Appropriation of 2004 earnings
Legal reserve - - -
Cash dividends - - -
Remuneration to directors and supervisors - - -
Bonus to employees - - -
Conversion of euro convertible bonds - - (577)
Reversal of special reserve for valuation gain on the
Company's stock held by its subsidiaries - - -
Disposal of the Company's stock by its subsidiaries - - 505
Adjustments arising from long-term equity investments
accounted for under equity method:
Changes in capital surplus - - 13,628
Changes in unrealized loss on the decline in market
value of long-term equity investments - - -
Changes in cumulative translation adjustments - - -
Net loss not recognized as pension cost - - -
Net income for the year ended December 31, 2005 - - -
Balance as of December 31, 2005 11,365,729 $3,458,834 $1,425,815

The accompanying notes are an integral part of the financial statements.
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Expressed in Thousands of US Dollars / Thousand Shares

$228,887 $11,614 $719,322 $(148) $382 $(441) $(767,774) $5,062,935
66,659 - (66,659) - . ; . .

- - (515,445) - - - - (515,445)

- - (5,215) - - - - (5,215)

- - (833) - - - - (833)

- - (19,140) - - - 579,930 560,213

- (122) 122 - - - - -

- - - - - - 2,806 3,311

- - - - - - - 13,628

- - - (1,164) - - - (1,164)

- - - - 14,274 - - 14,274

- - - - - (1,031) - (1,031)

- - 685,626 - - - - 685,626
$295,546 $11,492 $797,778 $(1,312) $14,656 $(1,472) $(185,038) $5,816,299
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Corporate Governance and Social Responsibility

I. Corporate Governance
As a financial holding company (FHC), the Company is increasing its commitment to sound principles of
corporate governance. Set forth below are the status of our corporate governance, divergences from the

Corporate Governance Best-Practice Principles for Financial Holding Companies, promulgated by the Taiwan

Stock Exchange, and reasons for the divergence.

Item

1.Equity structure and shareholder right:

(1) Method of handling shareholder
proposals and disputes

(2) Follow the name of shareholders
with controlling interest, and
ultimate controllers of major
shareholders

(3) Risk control mechanism and
firewall policy between the FHC
and its affiliates

2. Organization and responsibilities of
the Board of Directors
(1) Establishment of independent
directors

(2) Regular assessment of the
independence of CPA

3. Organization and responsibilities of
supervisors
(1) Establishment of independent
supervisors

(2) Communication between
supervisors and
employees/shareholders

4., Establishment of communication
channels with stakeholders

5. Disclosure of Information

(1) Establishment of websites where
information on financial operations
and corporate governance are
disclosed

(2) Use of other methods of disclosure

6. Operation of Audit Committee and
other functional committees
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Status of Operations

The Company designated dedicated personnel in charge of shareholders’
proposals, inquiries and disputes to protect shareholders’ rights.

The major shareholders of the Company are institutional shareholders.
The Company maintains the name list of shareholders with controlling
interest, and ultimate controllers of major shareholders.

The Company clearly defines different areas of authority and
responsibility between itself and the subsidiaries concerning the
management of staff, assets, and financial affairs in the following rules
and policies: Rules for Monitoring Operations of the Subsidiaries, The
Group Policy and Guidelines on Risk Management, and Group Firewall
Policy between the Company and its subsidiaries. Each subsidiary also
established an independent risk management unit in charge of risk
control of the respective subsidiary.

No independent director has been introduced at the present time.

The Company undertakes assessment on the independence of its CPA
before submitting to the Board of Directors for approval on the
employment of the CPA on an annual basis.

According to the revised Securities and Exchange Act promulgated in 2006,
independent supervisors’ mechanism has been replaced by audit committee.
All pubic companies are not required to set up independent supervisors.
Communication has been direct and thorough between supervisors and
employees/shareholders of the Company by means of correspondence,
telephone, facsimile, the Internet, or other. The Audit Office of the
Company also reports to the supervisors on the results of its internal audit
on a regular and irregular basis.

Communication has been direct and thorough between the Company
and its stakeholders, such as correspondent banks, other creditors, the
staff, and the clients, by means of meetings, correspondence, telephone,
facsimile, the Internet, etc. The stakeholder rights are duly respected.

The Company has set up a website to disclose financial and business
information. Dedicated personnel are designated to maintain and update
the website.

Other methods of disclosure include: setting up an English website,
designation of dedicated personnel responsible for collection and
disclosure of the Company’s information, full implementation of the
spokesperson system, and disclosing the information of investor
conference on the Company’s website.

No Audit Committee has been introduced at the present time. The
Company has set up a Risk Management Committee responsible for
overseeing risk management for the Group.

Divergence from Corporate

Governance Best-Practice

Principles for FHC/reasons
for the divergence

None

None

None

The Company plans to establish
a independent director
starting from June 23, 2006.

Not applicable

None

None

None

None

The Company is now
planning and assessing the
introduction of an Audit
Committee.



7. Explain the status of the Company’s corporate governance, its divergences from the Corporate Governance Best-Practice Principles
for Financial Holding Companies, and the reasons for the divergences.
(1) The status of corporate governance:
In addition to maintaining a sound organization structure and system, the Company also employed the following methods to
enhance corporate governance:
v establishing "Procedures Governing the Board Meeting" and "Procedure for the Election of Directors and Supervisors"
v disclosing information concerning the financial status, business operation , and shareholding of insiders of the Company on the
website as designated by the Competent Authority
v setting up Risk Management Department responsible for an effective risk management of the Group
(2) The divergences and reasons for the divergences:
The Company’s primary divergence from the Corporate Governance Best-Practice Principles for Financial Holding Companies is
that the Company has yet to introduce Independent Directors and Audit Committee. In accordance with Paragraph two, Article 181
of the Securities and Exchange Act, companies renewing board directors in 2006 are not applicable to the Article 14 -2 of the
Securities and Exchange Act requiring setup of independent directors. However, the Company has decided to introduce one
independent director starting from June 23, 2006 as part of efforts to enhance corporate governance practices.

8. Other information that would help understand the status of the Company’s corporate governance:

(1) Continuing education for the directors and supervisors
The directors and supervisors of the Company possess knowledge, skills, and capacity necessary to carry out their responsibilities,
and are also receiving continuing education. To enhance the competency of the Board of Directors, the Company periodically
arranged continuing education courses for directors and supervisors, taken into consideration of both the demand of the directors
and supervisors and the management strategy of the Company. By the end of March 2006, a total of six directors and one
supervisor have participated in continuing education, accounted for a total of 53 hours in training. For detailed information on the
continuing education for individual director and supervisor of the Company, please log on to the Market Observation Post System of
the Taiwan Stock Exchange (http://newmops.tse.com.tw).

(2) Attendance of the directors and supervisors at the board meetings
The Company’s meetings for the Board of Directors have always recorded high attendance rates. In case of absence of any
director, the director usually entrusted his/her rights to a director who is present. All board meetings reached the quorum of two
third of directors (10 directors, including proxies), with the supervisors also present. For detailed information on the board meeting
attendance for individual director and supervisor of the Company, please log on to the Market Observation Post System of the
Taiwan Stock Exchange.

(3) Implementation of risk control policy and risk-weighing standard:
In addition to fully compliance of government regulations, the Company aims at establishing a risk management mechanism that
conforms to international standards. Currently, the Company established the Group Policy and Guidelines on Risk Management,
which clearly described the guidelines on credit risk, market risk, operational risk, legal risk, human resource risk, and emergency
crisis management. On credit risk, the Company set up Guidelines on Credit Risk Management for the Mega Financial Group to
avoid over-concentration of risk. The Guidelines requires that the credit risk exposure of the Group be divided into different
categories by industries and types of clients, and be reviewed and reported on a regular basis. Up to the present time, no over-
concentration of risk was observed. In addition, the Group employed professional consultants to establish a quantifiable credit risk
control mechanism based on global best practice and the Basel Il Accord. On market risk, the Company reviewed the current risk
control reports of each subsidiary on a regular basis. In collaboration with concerning units, the Company is currently establishing
related rules and regulations, and also planning to setup an integrated risk control system to perfect its market risk management.
On operational risk, the current objectives are to enhance internal control and buildup an internal loss data mart. The Company
established the Guidelines on Operational Risk Management for the Mega Financial Group to provide consistent directions for all
subsidiaries in operational risk management.

(4) Consumer-and customer-protection policy, and its implementation:
The security measures adopted by Mega and its subsidiaries are pursuant to the Article 42 of the Financial Holding Company Act
and the Article 18 and 23 of the Computer Processing Personal Privacy Law. The Company also set up strict measures, including
Group Firewall Policy, to protect customer privacy. No disclosure, referral, or exchange of client data by the Company would be
carried out without an agreement signed by or written consent from the client, in accordance with the Self-discipline for Financial
Holding Company and Subsidiaries. In addition, the subsidiaries set up client hotlines to handle customer complaints in a timely
manner.

(5) Withdrawal of directors from cases to which they are materially related:
In meetings of Board of Directors, directors usually withdraw for conflict of interests by neither participating in discussion nor
exercising voting right, nor voting as a proxy for other director.

(6) Purchase of liability insurance for the directors and supervisors of the Company
The Company has purchased liability insurance for the directors and supervisors of the Company.
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Il. Corporate Social Responsibility

A. Employee

To ensure that our employees are engaged in helping our Group achieve its goal, we make the health and
well-being of our employees a top priority. The Group provides a competitive compensation package that
meets the requirements of the Labor Standard Law and other relevant regulations. The package includes
pension plans and benefits, such as labor insurance, health insurance, and paid time off. To serve our
clients better and improve employee performance, the Group is committed to providing its employees with
an extensive range of training courses and development opportunities. The relationship between members

of the Group and their labor unions, if any, is harmonious.

B. Community

To fulfill its social responsibility in the community, the Company established the Mega Charitable
Foundation in December 2005, and has been actively participating in social welfare activities as well as
helping minority groups. In 2005, the Company sponsored several academic, charitable, and cultural
activities, including Financial Innovation and Financial Engineering Workshop, 2005, Charity Concert in aid

of aboriginal minority, Asia Tsunami donation, and Charity Concert in Aid of Dropout Children.

C. Environment

We recognize that financial institutions can play an important role in environmental protection through their
consumption of resources and business activities. The Company is committed to promoting an
environmentally responsible workplace by educating and motivating employees to become more involved in
the conservation of resources and minimization of waste. We are taking steps to reduce, reuse and
recycle materials used in our operations. In business operations, our bank subsidiaries take the
environment into consideration when lending to sectors with high environmental impacts. In line with the
government's environmental protection and pollution control policy, our bank subsidiaries have been active
in offering "Concessional Loans for the Procurement of Pollution-Control Equipment" and "Concessional

Loans for the Procurement of Energy Conservation Equipment.”
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Group Information

I. Mega Financial Group

As of December 31, 2005
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II. Concise Company Profile

Company

Chiao Tung Bank

The International Commercial
Bank of China

Barits International Securities
Co., Ltd.

Chung Hsing Bills Finance
Corp.

Chung Kuo Insurance Co., Ltd.

Mega Investment Trust Corp.

Mega Asset Management Co.,
Ltd.

Mega Life Insurance Agency
Co., Ltd

Mega CTB Venture

Capital Co., Ltd

CTB Financial Management &

Consulting Co., Ltd.
CTB | Venture Capital Co., Ltd.

Barits International Futures
Corp.
Barits International Investment

Services Corp.

Barits Holdings Ltd.

Barits Global Asset

Management Corp.

Barits Securities (Hong Kong)
Ltd.

Barits Ho Chong Securities Co.,
Ltd.

Barits International Asset

Management Corp.

China Products Trading

Company
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Date of
Incorporation

03.15.1907

12.17.1971

10.19.1989

05.03.1976

11.01.1931

05.21.1996

12.05.2003

11.05.1996

12.13.2005

01.16.2002

11.05.2003

07.29.1999

12.10.1997

05.05.1997

11.06.1998

05.23.1997

08.20.1992

01.16.1998

12.29.1956

December 31, 2005

Address

91 Heng Yang Road, Taipei, Taiwan

100 Chi-lin Road, Taipei, Taiwan

3F, No. 95, Sec. 2, Chung Hsiao E.

Road, Taipei, Taiwan

3-7F, No. 123, Sec. 2, Chung Hsiao

E. Road, Taipei, Taiwan

58 Sec. 1, Wu Chang Street, Taipei,
Taiwan

9F, No. 100, Sec. 2, Roosevelt
Road, Taipei, Taiwan

12F, No. 123, Sec. 2, Chung Hsiao
E. Road, Taipei, Taiwan

5F, No. 100 Chi-lin Road, Taipei,
Taiwan

5F, No. 91, Heng Yang Road, Taipei,
Taiwan

5F, No. 91, Heng Yang Road, Taipei,
Taiwan

5F, No. 91, Heng Yang Road, Taipei,
Taiwan

4F, No. 563, Sec. 4, Chung Hsiao E.
Road, Taipei, Taiwan

4F, No. 95, Sec. 2, Chung Hsiao E.
Road, Taipei, Taiwan

P. O. Box 957, Offshore
Incorporations Centre, Road Town,
Tortola, British Virgin Islands

2F, Century Yard, P. O. Box 448 GT,
Grand Cayman,

Cayman Islands

Room 3406, 34F, Edinburgh Tower,
The Landmark, No. 15, Queen’s
Road, Central, Hong Kong

Room 3404-3405, 34F, Edinburgh
Tower, The Landmark, No. 15,
Queen’s Road, Central, Hong Kong
P. O. Box 957, Offshore
Incorporations Centre, Road Town,

Tortola, British Virgin Islands

12F, No. 100 Chi-lin Road, Taipei,

Taiwan

Paid-in Capital

NTD 26,848,878

NTD 37,261,000

NTD 13,200,000

NTD 20,114,411

NTD 3,000,000

NTD 300,000

NTD 2,000,000

NTD 20,000

NTD 1,000,000

NTD 10,000

NTD 1,000,000

NTD 607,600

NTD 320,000

USD 40,990

USD 3,740

HKD 80,000

HKD 60,000

USD 15,000

NTD 5,000

Expressed in thousands of dollars

Main Business

Commercial banking & industrial

banking business
Commercial banking business

Brokerage, dealing and
underwriting of securities
Brokerage, dealing, underwriting,
and guaranteeing of short-term

debt instruments

Non-life insurance

Asset management

NPL asset management

Life Insurance Agency

Venture capital investment

Asset management and

investment consulting

Venture capital investment

Brokerage of futures contracts

Securities investment advisory

Investment business

Brokerage of derivative products
Brokerage and trading of bonds

Assets management consulting

Securities underwriting

Investment consulting

Securities trading

Brokerage of futures contracts

Proprietary trading and brokerage

of securities

Harvesting, processing,
transporting, and warehousing of
agriculture products (stop running

business since 1966)



Company

Yung-Shing Industries Co.

International Investment Trust

Co., Ltd.

Win Card Co., Ltd

ICBC Assets Management &
Consulting Co., Ltd.

ICBCAMC Offshore Ltd.

Junior Preference Share Co.
Ltd.

ICBCAMC Offshore (Taiwan) Il
Ltd.

Junior Preference Share Co.

(Taiwan) 11 Ltd.

International Commercial Bank

of Cathay (Canada)

The International Commertial
Bank of China Public Co., Ltd.

Cathay Investment &

Warehousing Ltd.

Cathay Investment &

Development Corp. (Bahamas)

Ramlett Finance Holdings Inc.

Cathay Insurance Co., Inc.

(Philippine)

Guo Ji Tong Life Insurance

Agency Company

Date of
Incorporation

12.09.1950

08.09.1983

11.10.2000

01.30.2003

04.01.2003

04.01.2003

10.28.2003

10.28.2003

12.01.1982

08.05.2005

11.01.1982

07.15.1969

01.13.1982

04.06.1960

04.26.2002

December 31, 2005

Address

7F, No. 100 Chi-lin Road, Taipei,

Taiwan

17F, No. 167 Fu-hsing N. Road,
Taipei, Taiwan

4-7F, No. 99, Sec. 3 Chung-yang
Road, San-chung City, Taipei Hsien,
Taiwan

12F, No. 100 Chi-lin Road, Taipei,
Taiwan

Romasco Place, Wickhams Cay 1,
P. O. Box 3140, Road Town, Tortola,
British Virgin Islands

Century Yard, Cricket Square,
Hutchins Drive, P. O. Box 2681 GT,
George Town, Grand Cayman,
British West Indies

Romasco Place, Wickhams Cay 1,
P. O. Box 3140, Road Town, Tortola,
British Virgin Islands

Century Yard, Cricket Square,
Hutchins Drive, P. O. Box 2681 GT,
George Town, Grand Cayman,
British West Indies

North York Madison Centre, 4950
Yonge Street, Suite 1002, Toronto,
Ontario M2N 6K1, Canada

36/12 P.S. Tower, Asoke, Sukhumvit
21 Road, Klongtoey-nua, Wattana,
Bangkok 10110, Thailand

Calle 16 Colon Free Zone Local No. 4
Edificio No 49, P. O. Box 4036 Colon

Free Zone, Colon, Republic of Panama

P. O. Box 3937

Nassau, Bahamas

Calle 50 y Esquina Margarita A de
Vallarino, Entrada Nuevo Campo
Alegre Edificio ICBC, Panama
10F, Tytana Plaza Building,
Lorenzo Ruiz Binondo, Manila,
Philippines

5F, No. 100 Chi-lin Road, Taipei,

Taiwan

Paid-in Capital

NTD 100,000

NTD 615,000

NTD 50,000

NTD 66,000

USD 0.001

USD 0.001

USD 0.001

USD 0.001

CAD 23,000

THB 4,000,000

USD 1,000

USD 5

USD 20

PHP 50,000

NTD 2,000

Expressed in thousands of dollars

Main Business

International trading and agency
service for electronic data

processing, printing and packaging.
Asset management

Business administration consulting,
advertising, and management of
past due accounts receivable
Asset management and

investment consulting

Fund management

Investment

Fund management

Investment

Commercial banking

Commercial banking

Warehousing of exported and
imported merchandise, providing
business information of
international trades

International investment and

development

Investment of Real Estate

Non-life insurance

Life insurance agency
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1. Op eration Information As of December 31, 2005 Expressed in thousands of NT$, except EPS

—r ] Total Operating Earnings
Compary  fain Tom o sodgoles o, hione? Netneome s
Revenue (Loss) (After Tax)
Chiao Tung Bank 26,848,878 617,830,705 554718988 63111717 22,356,686 6,061,840 6325905 236
ggfﬂl”éfg‘gi‘;“a' Commercial 375671 000  1,228,077,623 1148015560 80,062,063 46595083 13,062,722 11,391,054 3.06
gimit'gtema“o”a' Securities 13500000 49,592,099 34432616 15159483 3736631 657,837 585818 0.44
ggt’;g Hsing Bils Finance 54114411 287,609,928 254910242 32,789,686 8716086 4,502,526 4,382,237 201
82“”9 Kuo Insurance Co., 3,000,000 11,035,941 5,830,084 5205857 12,299,623 254,766 188,066 0.53
Mega Investment Trust Corp. 300,000 390,378 26,041 364,337 166,126 37,948 31,898 1.06
gsgitgsset Management 2,000,000 4351436 2131013 2,220,423 423,404 293174 200,762 1.00
'\C"ggau'a‘fe Insurance Agency 20,000 45,585 10,134 35,451 203,726 18,537 13451 6.73
?:AggithB Venture Capital 1 909,000 998,057 125 997,932 0 (2,393) (2068)  (0.40)
CTB Financial Management& 14 g9 47,327 6,379 40,948 46,369 30,884 23,385 23.38
Consulting Co., Ltd.
CTB | Venture Capital Co., Ltd 1,000,000 987,084 93 986,991 79,103 (13,636) (4,196) (0.04)
gi:‘;s International Futures 607,600 1774699 1132029 642,670 215,120 (3,137) 14,090 0.29
Barits International Investment 354 gqg 342,206 7,557 334,649 31,900 (42,575) 3321 0.10
Services Corp.
Barits Holdings Ltd. 1,353,001 1,608,320 720 1,607,600 216,508 215502 215502 0.16
Barits Global Asset 123895 661,285 508,902 152,383 36,871 (9,746) (5253)  (0.04)
Management Corp.
E;”ts Securities (Hong Kong) - 34 649 425,598 13,169 412,429 91,254 43214)  (42558)  (0.13)
gzritsl_t';" Chong Securities 255,480 2565990 2,243,799 322,101 125793 19,902 19902  199.02
Barits International Asset 495,035 3790,103 3,317,580 472,523 229288 (169,601)  (169,601) (0.34)
Management Corp.
China Products Trading Co. 5,000 82,804 13335 69,469 0 882) (3.856)  (38.56)
Yung-Shing Industries Co. 100,000 1,339,029 857,832 481,197 199,522 653)  (19136)  (19.14)
Win Card Co., Ltd 50,000 200,356 141,902 58,454 435,481 2314 2,746 5.49
ICBC Assets Management & 66,000 468,356 380,164 88,192 37,962 21,869 16,065 243
Consulting Co., Ltd.
ICBCAMC Offshore Ltd. 0.03286 33,033 1,617 31,416 8,965 8,865 8,865  8:864,630.07
i‘tg“or Preference Share Co. () 43986 354,279 0.03286 354,279 124369 124369 131,854 131,853,728
:ICLBtgAMC Offshore (Taiwan) 5 13086 11,553 2,681 8,872 3,130 (2,374) (2,374) (2,374440.70)
Junior Preference Share Co. 0.03286 0.03286 362,546 (362,546) 0  (128108)  (133.456) (133455741)
(Taiwan) II Ltd.
'(’:‘;e"l‘j;'ona' Investment Trust 515000 17,065,087 17,146,582 818,505 423,186 163716  (160,722) (261)
International Commercial 648,683 6973171 6245264 727,907 312,039 104,093 47,053 204,58
Bank of Cathay (Canada)
Intermational Commercial 3199200 16211483  12949,119 3,262,364 177,145 143,145 43,192 011
Bank of China Public Co., Ltd.
Cathay Investment & 32,860 83,549 38,192 45,357 15,627 2,629 1,178 1,178.34
Warehousing Ltd.
Cathay Investment &
164 676,134 16,980 659,154 46,560 46,396 47,705 9,540.91
Development Corp. (Bahamas)
Ramlett Finance Holdings Inc. 657 66,776 72,023 (5,248) 11,080 1,467 1,059 684.42
Cathay Insurance Co., Inc. 30,015 43,889 14,044 20,845 20,795 1,728 (5,280) (1056)
(Philippine)
Guo Ji Tong Life Insurance 2,000 8,477 751 7,726 85,975 25570 2,066 103
Agency Company

Footnote: Exchange rate: PHP1=NTD0.6183; USD1=NT$32.86; CAD1=NT$28.2036, HKD1=NT$4.2382; THB1=NT$0.7998.
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