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For the year ended December 31, 2009
Highest Ending Interest rate Interest
balance balance (%) expense

Resale agreement: (For the year
ended December 31, 2009: None.)

Repurchase agreement:

Funds managed by Yuanta
Securities Investment Trust  $§ 5,104,653 $ 2,539,636 0.11~0.60 $ 6,699

Tsun Chueh Investment 355,000 355,000 0.25~1.10 14
$ 2,894,636 $ 6,713

E. Available-for-sale financial assets

Ending balance and gain (loss) from disposal of investments of shares of
related party held by the Yuanta Group were as follows: (For the year ended
December 31, 2010: None.)

For the year ended December 31, 2009

Loss on disposal

Name Ending balance of investments Gain on valuation

HannStar Display $ - 8 11,427 $ -

F. The Yuanta Group made donations amounting to $15,000 to Yuanta

Foundation both for the years ended December 31, 2010 and 2009, which were
recorded under other business and administrative expenses.

G. For the years ended December 31, 2010 and 2009, the details of the service

fees arising from brokerage commissions engaged by the Company and related
parties were as follows:

For the vears ended December 31,

2010 2009
Yuanta Construction Development $ 3377  $ 269
Funds managed by Yuanta
Securities Investment Trust 1,686 3,512
Others 328 220
$ 5391 § 4,001

The terms of the above securities brokerage transactions are not significantly
different from those to third parties.
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H. Information on remunerations to the Company’s directors, supervisors,
general managers and vice general managers:

2010 2009
Salaries $ 277,946 $ 275,344
Bonus 555,220 468,997
Service execution 18,082 26,401
Earnings distribution 45,756 82,156
Total $ 897,004 $ 852,898

(1) Salaries include salary, extra pay for duty, pension and severance pay.
(2) Bonus includes bonus and reward.

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

(4) Earnings distribution includes estimated remunerations to be paid to
supervisors and directors and bonus to be paid to employees.

(5) Please refer to the Yuanta Group’s annual report for relevant information.

(3) Transactions and balances with related parties exceeding $100 million:

A. Yuanta Bank
(A) Deposits

December 31, 2010
Percentage of

Name Ending balance _ deposits (%) Interest rate (%)
Others (Deposits by each related
party not over 1% of total deposits) $ 21,151,857 5.54 0.00~6.20

December 31, 2009
Percentage of

Name Ending balance _ deposits (%) Interest rate (%)
Others (Deposits by each related
party not over 1% of total deposits) $ 8,801,981 2.93 0.00~5.85

Apart from an interest rate on staff demand savings deposits within limit of
6.20% and 5.85%, respectively, the range of interest rate on other related parties'
demand savings deposits was 0.00%~2.78% and 0.00%~5.20% for the years
ended December 31, 2010 and 2009, respectively. The interest rates and other
terms provided to the above related parties were the same as the terms offered to
the general public.

For the years ended December 31, 2010 and 2009, interest expense on the above
deposits were $54,808 and $122,371, respectively.
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Apart from a range of interest rate loans to legal persons of 1.48%~2.73% and
1.72%~3.19% and loans to employees of 1.05%~5.02% and 0.80%~10.90%
for the years ended December 31, 2010 and 2009, respectively, the interest rates
and other terms provided to the above related parties were the same as the terms
offered to the general public.

For the years ended December 31, 2010 and 2009, interest income on the above
deposits were $66,829 and $46,739, respectively.

(C) Handling fee income
For the year ended
December 31, 2010
Name Handling fee income Receivables
Yuanta Life Insurance Agency $ 171,172 $ 22,218
Yuanta Property Insurance Agency 4,821 366
Yuanta Securities Investment Trust 22,765 2,274
Total $ 198,758 $ 24,858
For the year ended
December 31, 2009
Name Handling fee income Receivables
Yuanta Life Insurance Agency $ 96,831 $ 8,517
Yuanta Property Insurance Agency 7,448 566
Yuanta Securities Investment Trust 10,369 1,690
Total $ 114,648 $ 10,773

The handling fee income arose from the sale of funds and insurance
consigned-in.

(D)Rental expenses

For the years ended December 31,

Name Lease purpose 2010 2009

Yuanta Securities Rent for offices /

operating office $ 172,408  $ 300,176
Yuanta Asset Management Rent for offices - 7,698
Yuanta Securities Finance  Rent for offices 4,905 6,820
Yuanta Futures Operating office - 206
Total $ 177,313 $ 314,900

(E) Other receivables
Name December 31, 2010  December 31, 2009

Yuanta Financial Holdings $ 2465364 $ 2,006,512

Represents due from parent company as a result of the consolidated income tax
return system.
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(F) Property transactions

a. For the years ended December 31, 2010 and 2009, the details of Yuanta
Bank investments in open-end funds were as follows:

For the year ended December 31, 2010
Loss on
Purchase Ending balance redemption

Funds managed by Yuanta
Securities Investment Trust ~ $ 1,530,000 $ - $ 2,705

For the year ended December 31, 2009
Gain on
Purchase Ending balance redemption

Funds managed by Yuanta
Securities Investment Trust ~ $ 1,315,000 $ 1,225,000 $ 17,805

b. For the years ended December 31, 2010 and 2009, the details of Yuanta

Bank's engaging in outright purchase and sell transactions with affiliates in
the open market were as follows:

For the year ended December 31, 2010

Purchase
Type price Selling price
Yuanta Securities Bond $ 1855214 §$ 2.829.818

For the year ended December 31. 2009

Purchase
Type price Selling price
Yuanta Securities Bond $ 4179949 §$ 1,683,074

c. For the years ended December 31, 2010 and 2009, the details of Yuanta

Bank’s engaging in beneficiary certificates with affiliates in the open market
were as follows:

For the vear ended December 31, 2010

Highest
Ending balance balance Interest income
Yuanta Securities $ 45243 $ 91.338 $ 4,584

For the year ended December 31, 2009
Highest
Ending balance balance  Interest income
Yuanta Securities $ 91,338 $ 138,922 $ 3,571
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(G) Others —bills and bonds investment (payable) under resale (repurchase)
agreement

Details of bills and bonds transactions with related parties were as
follows:

For the year ended December 31, 2010
Interest Handing
Highest Ending Interestrate  income fee
balance _balance _(%)(Note) _(expense) _income

Resale agreements:
Yuanta Securities $ 448,301 $ - 0.25 $ 33 -
Repurchase agreements:
Funds managed by Yuanta
Securities Investment Trust

-Yuanta Wan Tai Bond Fund 1,000,000 $ - 0.16~0.17 ($ 38) $ -
Yuanta Securities 209,596 - -0.20~0.00 ( 13) 32
Total $ - (% 51) $ 32

For the year ended December 31, 2009
Interest
Highest Ending Interest rate income
balance balance (%)(Note) _ (expense)

Resale agreements:
Yuanta Securities $ 421,734 $ - 0.05~0.11 $ 1
Repurchase agreements:
Funds managed by Yuanta
Securities Investment Trust

-Yuanta Wan Tai Bond Fund 400,000 $ - 0.12 14
Yuanta Securities 2,109,351 209.596 -1.00~0.00 ( 296)
Total $ 209,596 (3 282)

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

B. Yuanta Securities

(A) Futures commission income, futures trading guarantees — self capital and
commissions receivable at period-end (recorded under receivables) arising
from Yuanta Securities' engaging in brokerage of futures transactions with
affiliates and in concurrent operation of futures proprietary business were as
follows:

For the year ended December 31, 2010
Commissions Futures trading  Service fee
Commission receivable at  guarantees — expenses

income period-end self capital settled
Yuanta Futures $ 195,222 § 15.514 $ 836,723 $ 10,942
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For the year ended December 31, 2009
Commissions Futures trading Service fee

Commission receivable at  guarantees — expenses
income period-end self capital settled
Yuanta Futures § 212,703 § 14979 § 457,719 § 10,067

Yuanta Securities conducted the transactions and collected the amounts based
on the contract.

(B) Bank deposits, interest income and interests receivable

Savings deposited with the related party as of December 31, 2010 and 2009
were as follows:

For the year ended December 31. 2010

Non operating Other
income and gain -  receivables —
Bank deposits interest income  interest receivable
ending balance (Note) (Note)
Yuanta Bank $ 3,239,237 $ 6,461 $ 1,183
For the year ended December 31, 2009
Non operating Other
income and gain -  receivables —
Bank deposits interest income  interest receivable
ending balance (Note) (Note)
Yuanta Bank $ 96,062 $ 11,102 $ 131

Note: Interests for demand deposits and time deposits were included.

(C) Income arising from Yuanta Securities’ engaging in brokerage of margin loans
and stock loans (recorded as “other operating income”, brokerage income

receivable at period-end recorded as “receivables” ) were as follows:

For the year ended
December 31, 2010
Brokerage of Brokerage income
margin loans and receivable
stock loans at period-end
Yuanta Securities Finance $ 1,067,906 $ -

For the year ended
December 31, 2009

Brokerage of Brokerage income
margin loans and receivable
stock loans at period-end
Yuanta Securities Finance $ 993,782 § 109,387

Terms and conditions of the above transactions were the same as those of
general transactions. Yuanta Securities Finance acted as agent for Yuanta
Securities Finance in conducting the above transactions.



(D)

(E)

(F)

(G)

(H)
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Receivables/ payables - consolidated income tax return system
(recorded as other receivables/ payables)

December 31,2010 December 31, 2009
Amount % Amount %

Receivable - consolidated income

tax return system

Yuanta Financial Holdings $ 53,410 -3 53.410 -
Payable - consolidated income tax

return system
Yuanta Financial Holdings $ 1.362,146 99 § 1,434,876 99

Open-end fund and money market instrument transactions
(2010: None.)

December 31, 2009
Amount %

Funds managed by Yuanta
Securities Investment Trust $ 4901.624 91

Operating guarantee deposits

Yuanta Securities provided certificates of deposit to a related party to be
used as operating guarantee deposits for engaging in securities and
futures business. Details were as follows:

Name December 31, 2010 December 31, 2009
Yuanta Bank $ 840.000 $ 840,000

Refundable deposits for securities lending

Yuanta Securities deposits cash with a related party as guarantee
deposits for securities lending. Details were as follows:

Name December 31, 2010
Yuanta Securities Finance $ 212,772

Property transactions

For the years ended December 31, 2010 and 2009, the details of Yuanta
Securities’ engaging in bonds transactions under repurchase and resale
agreement with affiliate were as follows:

a. Bonds transactions under resale agreement

For the year ended December 31, 2010
Highest Ending Interest rate Interest

balance balance (%) expense

Yuanta Bank $ 209,596 $ - 0%~-0.20% (8 20)
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For the year ended December 31, 2009

Highest Ending Interest rate Interest
balance balance (%) expense
Yuanta Bank $ 2,109,351 $ 209,596 0%~-1.00% ($ 296)
b. Bonds transactions under repurchase agreement
For the year ended December 31, 2010
Highest Ending Interest rate Interest
balance balance (%) expense
Funds managed by Yuanta
Securities Investment
Trust $ 2,539,895 $ 718,221 0.17%~0.50% $ 4,587
Yuanta Bank 448,301 - 0.25% 3
Tsun Chueh Investment 355,000 - 0.25%~0.30% 21
$ 718221 $§ 4611
For the year ended December 31, 2009
Highest Ending Interest rate Interest
balance balance (%) expense
Funds managed by Yuanta
Securities Investment
Trust $ 4,704,653 $ 2,539,636 0.11%~0.60% $ 6,685
Yuanta Bank 421,734 - 0.05%~0.11% 1
Yuanta Futures 150,064 - 0.40% 64
Tsun Chueh Investment 355,000 355,000 0.25%~1.1% 14
$ 2,894,636 $ 6,764

c. Bonds sold and purchased

For the year ended December 31, 2010

Bonds Purchased Bonds Sold
Yuanta Bank $ 4,329,818 $ 1,855,214
For the year ended December 31, 2009
Bonds Purchased Bonds Sold
Yuanta Bank $ 1,683,074 $ 4,179,949
Funds managed by Yuanta
Securities Investment Trust 2,457,652 567.436
$ 4,140,726 $ 4,747,385

The above bond transactions were matched by the Electronic Bond
Trading System of GreTai Securities Market.

d. In May 2009, Yuanta Securities purchased fixed assets amounting to

$272,935 from Yuanta Asset Management which were recorded as
land of $190,397 and buildings of $82,538. The above prices were
based on appraisal reports issued by XinYi Real Estate Appraisers.

e. In August 2009, Yuanta Securities purchased fixed assets

amounting to $68,685 from Yuanta Securities Finance which were
recorded as land of $47,901 and buildings of $20,784. The above
prices were based on appraisal reports issued by Xin Yi Real Estate
Appraisers.



(I) Rebate income

Allowance (recorded as non-operating income and gain, allowance
receivables at period-end were recorded as receivables) paid to Yuanta
Securities as an affiliate used Yuanta Securities’ operating offices.
Details were as follows:

For the year ended December 31, 2010
Name Rebate Income Allowance receivables at period-end
Yuanta Bank $ 63.144 § 4,524

For the year ended December 31, 2009
Name Rebate Income Allowance receivables at period-end
Yuanta Bank $ 162,884  § 3.835

(J) Other non operating income — rental income

Rental income from Yuanta Securities’ leasing self-assets — Yuanta
Financial Holdings Building to affiliates. Details of the transactions
were as follows:

For the vears ended December 31,

Name 2010 2009

Yuanta Financial Holdings $ 46,080 $ 43,490
Yuanta Bank 122,421 158,767
Yuanta Securities Finance 21,121 23,179
Yuanta Properties Insurance Agency 659 669
Yuanta Life Insurance Agency 2,973 3,021
Yuanta Asset Management 4,256 4,345
Yuanta Leasing 127 163
Yuanta Venture Capital 2,424 2,438

$ 200,061 $ 236,072

Rent was based on the rental of office buildings in the surrounding area
and agreed to by the both parties.

(K) Operating expense — service fees

Service fees incurred from affiliate’s providing investment strategies
and recommendations to Yuanta Securities. Details of the transactions
were as follows:

For the years ended December 31,

Name 2010 2009
Yuanta Securities Investment
Consulting $ 251,926 $ 209.459

Service fees were determined based on the contract agreed to by both
parties.
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(L) Other operating expenses - Others

The assignment proceeds from margin trading and securities lending
were as follows:

(For the year ended December 31, 2009: None.)

For the year ended
Name December 31,2010

Yuanta Securities Finance $ 117,500

(M) Others

a. Yuanta Securities provided Yuanta Bank with beneficiary

certificates of $0 and $2,641,024 as well as land and buildings of
$2,243,945 and $805,593 as collateral to secure loan ceiling of
$2,300,000 and $2,174,000 for the years ended December 31, 2010
and 2009, respectively. Please refer to Note 6 for details on the
pledge.

. Yuanta Securities’ Board of Directors on behalf of stockholders

resolved on March 25, 2010 the appropriation of earnings of 2009,
distributing cash dividends amounting to $363,750 to Yuanta
Financial Holdings, which has been paid on July 27, 2010.

On May 28, 2010, Yuanta Securities Finance and Yuanta Securities
entered into a transfer contract to transfer certain margin lending,
securities borrowing and lending businesses from Yuanta Securities
Finance to Yuanta Securities. Approved by the Financial
Supervisory Commission of the Executive Yuan on August 11, 2010,
the contract should be effective on October 18, 2010. Yuanta
Securities Finance would be responsible for all debts, taxpayer
obligations, disputes with clients or other legal indemnification
responsibilities before (not including) the effective date. After the
effective date, Yuanta Securities would be responsible. October 18,
2010 was set to be the transfer and effective date. The transferred
margin lending and securities borrowing amounted to $34,186,074,
which has been paid off as of December 31, 2010.

C. Yuanta Securities Finance

(A) Agency services
For the years ended December 31,
2010 2009
Amount % Amount %
Yuanta Securities $ 1.067.906 73 § 993782 77

Agency fees paid to Yuanta Securities were based on the amount agreed
to by the both parties. Terms and conditions of the transactions were the
same as those of securities firms at the same level of average financing



balance.
(B) Other payables
December 31, December 31,
Type 2010 2009
Yuanta Securities Commission $ -3 109,387
Securities borrowing
& lending - 32,045
Others 82 16
82 141,448
Yuanta Financial Consolidated income
Holdings tax return system 344,973 351,453
Others - 1,566
344,973 353,019
Others 735 742

$ 345,790 § 495,209

(C)The following sets out guarantee deposits received because of the
securities financing transactions between the Yuanta Securities Finance
and the related parties:

Name December 31,2010 December 31, 2009

Yuanta Securities $ 212,772 $ 145,198
Yuanta Securities(Hong Kong) - 154,791
$ 212,772 $ 299,989

(D) Property transactions

a. In May 2010,Yuanta Securities Finance and Yuanta Securities entered
into a contract to transfer margin lending, securities borrowing and
lending businesses of marketable securities from Yuanta Securities
Finance to Yuanta Securities. Approved by the Financial Supervisory
Commission of the Executive Yuan on August 12, 2010, the contract
should be effective on October 18, 2010, a day agreed upon by the
presidents of both parties after the approval of the FSC. Yuanta
Securities Finance would be responsible for all debts (including but
not limited to the accrued agent fees for securities agents), taxpayer
obligations, disputes with clients or other legal indemnification
responsibilities before (not including) the effective date. After the
effective date, Yuanta Securities would be responsible. Based on the
contract, the transferred debtor’s right amounting to $34,186,074 and
transferring proceeds of obtained premium amounting to $117,500
were recognized as “miscellaneous income,” which have been
received as of December 31, 2010.

b. Transactions of open-end funds and currency markets:

Name December 31, 2010 December 31. 2009
Funds managed by Yuanta
Securities Investment Trust $ 2,301,907 $ 1,000,076
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(E) Others —bank deposit and interest income

The details of Yuanta Securities Finance’ deposits in Yuanta Bank and the
interest income were as follows:

For the years ended December 31,

2010 2009
Bank deposits balance at the end
of the period $ 5,508,668 § 14,635
Interest income $ 61 $ 10

D. Yuanta Futures

(A)Cash and cash equivalents / customer margin deposits

For the year ended December 31, 2010

Operating

guarantee Customer Interest
Bank deposits deposits margin deposits income

Yuanta Bank $ 643,312 $ 105,000 $ 2,927,613 § 14,381
For the year ended December 31, 2009

Operating

guarantee Customer Interest
Bank deposits deposits margin deposits income

Yuanta Bank $ 379.387 § 105,000 $ 539,668 $ 81,020

Interest income includes interest income from demand deposits, time
deposits and operating guarantee deposits.

(B) Futures traders’ equity

December 31,2010 December 31, 2009

Amount % Amount %
Yuanta Securities $ 836,723 7 $ 457,719 5
Yuanta Securities (Hong
Kong) 33,194 - 477,300 5

$ 869917 7 § 935,019 10

(C) Futures commission expenses — futures introducing broker business

For the years ended December 31,

2010 2009
Amount % Amount %
Yuanta Securities $ 195,218 79 § 212,703 84

Yuanta Futures and Yuanta Securities entered into an assigning contract
of futures brokerage business to conduct futures and options contract
tradings. The determination of futures commission expenses and
payment terms is consistent with that of non-related parties.



(D) Property transactions

Bonds transactions under resale agreement (recognized as “cash and
cash equivalents”) between Yuanta Futures and Yuanta Securities were

as follows:

(For the year ended December 31, 2010: None.)

Bonds transactions under
resale agreement
Yuanta Securities

For the year ended December 31, 2009

Highest Ending Interest rate Interest
balance balance (%) income
$ 150,064 $ - 036%~054% $ 76

E. Yuanta Securities Investment Consulting

(A)Bank deposits

Yuanta Securities Investment Consulting deposited $214,345 and
$154,673 with Yuanta Bank, of which $15,000 was the operating
guarantee deposits for both the years ended December 31, 2010 and 2009,
with interest rate per annum of 1.025% and 0.77%, respectively.

(B) Operating income

Yuanta Securities
Yuanta Bank
Yuanta Securities Finance

Yuanta Securities Investment

Trust
Yuanta Futures

For the years ended December 31,

2010 2009
Amount % Amount %
$ 243,536 83 $§ 203,213 85
9,524 3 9,524 4
8,400 3 8,400 4
5,714 2 - -
2.406 1 2.406 1
$ 269,580 _ 92 § 223543 94

The above operating income comprises income arising from consulting,
periodical publications and lectures and was determined based on the
contract agreed to by both parties. The above operating income was

payable on a monthly basis
F. Yuanta Asset Management

Property transactions

In order to strengthen efficiency of capital usage, Yuanta Asset Management
sold its own real estate to Yuanta Bank and Yuanta Securities. Yuanta Asset
Management entered into contracts with Yuanta Bank and Yuanta Securities
on May 6, 2009 for selling its real estate amounting to $635,066 and
$271,770, respectively; of which $46,787 and $25,531 were gain from
disposal of real estate and recorded as non-operating income — other income.
As of December 31, 2009, the contact amounts were fully paid.
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G. Yuanta Venture Capital

Available-for-sale financial assets — current

December 31,2010 December 31, 2009
Amount % Amount %

Funds managed by Yuanta
Securities Investment Trust $ - - $ 171,205 57

Gains arising from disposal of certain available-for-sale financial
assets-current above were $1,221 and $707 for the years ended December 31,
2010 and 2009, respectively.

. Yuanta I Venture Capital

Available-for-sale financial assets — current

December 31,2010 December 31, 2009
Amount % Amount %

Funds managed by Yuanta
Securities Investment Trust $ 117,501 38 §$ 130,110 _100

Gains arising from the disposal of certain available-for-sale financial
assets-current above were $55 and $0 for the years ended December 31,
2010 and 2009, respectively.

Yuanta Securities Investment Trust

(A)Bank deposits
December 31,2010 December 31, 2009
Amount % Amount %
Yuanta Bank
Time deposits $ 841,000 40 $ 198,000 35
Demand deposits and
checking account 2,339 - 2,205 -

$ 843339 _40 § 200,205 35

(B) Fund transactions

Details of investment trust funds raised by Yuanta Securities Investment
Trust or held by its related parties as of December 31, 2010 and 2009
were as follows:



Names of related parties

December 31, 2010

December 31, 2009

Yuanta Securities
Investment Trust
Yuanta Securities
Investment Consulting
Yuanta Securities
Yuanta Securities Finance
Yuanta I Venture Capital
International Trade Building
HannStar Display
Hannspree
Yuan Ding Construction
Yuanta Foundation
Yuanta International
Insurance Broker
Yuanta Venture Capital
Yuanta Construction
Development

$ -8 184,444
; 30,082

- 5,006,318

2,301,907 1,000,076

117,501 130,110

170,805 125,607

2,003,223 615,407

394,612 480,585

19,165 27,602

2,136 ;

5,847 5,829

_ 171,205

3,541,409 -

$ 8,556,605 $ 7,777,265
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6. Pledged assets

As of December 31, 2010 and 2009, the details of pledged assets were as follows:

Items December 31, 2010

December 31, 2009

Pledged purpose

Financial assets at fair value $ 14,948,737
through profit or loss - net,
available-for sale financial
assets —net, investments in
bills and bonds under resale
agreements and -
held-to-maturity financial
assets 310,013

34,576

72,336
71,931

1,774,223

830,100

158,085

3,720
Other assets 960,000

43,382

58,122
162,000

1,311,330

Property and equipment and 6,614,694
other assets

$

15,092,360

910,706

529,326

75,492

53,384
74,740

1,678,832

823,892

157,249
3,108,770

3,780

960,000

144,567

48,149
197,000

2,883,247

Total $ 27,353,249

26,741,494

Bills and bonds payable
under repurchase
agreement and bid
guarantee deposits for
government bonds

Credit lines of short-term
loans

Deposits at the Resolution
Trust Corporation
(RTC)

Provisional seizure,
requesting temporary
restraining order from
the court

Trust fund reserve

Operating guarantee
deposits for bills and
bonds — proprietary
securities and deposit
guarantees of bills
merchants

Operating guarantee
deposits, security for
sale of assets

Securities financing
deposit in CBC

Stock borrowings

Security for settlement
limit

VISA international card
payment reserves

Operating guarantee
deposits

Stop payment guarantee,

temporary restraining
guarantee and bills

Structured notes

Security for settlement
limit, deposits for
short-term loans and
commercial papers
payable

Underwriting share
capital, warrants
proceeds collected on
behalf of others

Security for exchange
clearing, short-term
loans



7. Commitments and contingencies

(A) Significant purchase agreements

As of December 31, 2010 and 2009, the Yuanta Group entered into
agreements for asset acquisitions amounting to $214,252 and $399,704,
respectively. The unpaid amounts of those agreements were $126,947 and
$161,794, respectively.

(B) Stocks entrusted to custody

As of December 31, 2010 and 2009, the stocks entrusted to the custody of
Yuanta Securities Finance by clients totaled 7,490 and 7,491 thousand shares,

respectively. The market value of these entrusted stocks as of December 31,
2010 and 2009 was approximately $80,410 and $78,835, respectively.

(C) Operating leases

The Yuanta Group entered into certain operating lease agreement for its
branches. As of December 31, 2010, the estimated future lease contract
commitments were as follows:

Fiscal year Rental amount
2011 $ 569,119
2012 393,205
2013 269,773
2014 180,374
2015 and thereafter 86,327
Total $ 1,498,798

(D) Yuanta Financial Holdings entered into a trading contract with Manulife Asset
Management (Hong Kong) Limited (“Manulife HK”) on August 19, 2008 to
transfer 100% of investment on Fuhwa Securities Investment Trust Co., Ltd.
(“Fuhwa Securities Investment Trust”) to Manulife HK, and both agreed that
within two years after the settlement date regulated in the contract, Yuanta
Financial Holdings should compensate all losses of the (latent) obligation and
risks of Fuhwa Securities Investment Trust based on the contract. The
two-year deadline to claim for losses stated in the stock trading contract
expired on October 24, 2010. However, a facsimile mail from Manulife HK to
Yuanta Financial Holdings on October 15, 2010 stated that the investors of
Sun Hung Kai Funds have filed two lawsuits on loss claims, amounting to
US$2.3 million to related party of Manulife HK, Manulife Asset Management
(Taiwan) Co., Ltd. (“Manulife Asset Management”, formerly “Fuhwa
Securities Investment Trust”). In Manulife HK’s oral statement, if Yuanta
Financial Holdings does not waive the two-year deadline for the two loss
claims based on the trading contract, Manulife HK will reconcile with the
abovementioned investors and file for indemnification from Yuanta Financial
Holdings. One of the investors filed a lawsuit on the same matter against
Yuanta Investment Securities Trust, and received the ruling confirmation as the
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failing party by the Taipei local court and if Manulife HK reconciles with the
investors of the abovementioned cases, Yuanta Financial Holdings is likely to
be requested to pay the settlement fee to Manulife HK; therefore, Yuanta
Financial Holdings filed a declaration to waive the deadline for
indemnification claims of the abovementioned two lawsuits; when the two
lawsuits are finally decided upon, and the court’s ruling confirmed that
Manulife Asset Management shall be responsible for paying the
indemnification, and the behavior responsible for occurred before the
settlement date on the trading contract, the responsibility shall belong to the
party regulated according to the contract. Also, a facsimile mail from Manulife
HK to Yuanta Financial Holdings on February 23, 2011 stated that the
investors increased the amount of loss claims to US$2.9 million. Based on
Yuanta Investment Securities Trust’s assessment, Yuanta Financial Holdings
believes that the possibility of losing the case is minimal and has not
recognized any related contingent losses.

(E) One of Yuanta Investment Trust’s clients — Shi Chang Zhang filed a civil

lawsuit with the Taipei District Court on May 22, 2008 against Yuanta
Investment Trust for his investment losses arising from alleged negligence of
Yuanta Investment Trust during the private placement funding consigned by
the offshore fund institution, claiming for indemnification amounting to
US$2,000,000 with interest at 5% per annum starting from the next day the
indictment was delivered. The Taipei District Court rejected all the client's
petitions on October 2009. The client disagreed with the judgments and
subsequently filed an appeal with the Taiwan High Court. However, the appeal
was revoked on February, 2010. The client filed a civil damage
indemnification case for the same investment loss, claiming for
indemnification amounting to US$2,000,000, which is still pending with
Taipei District Court. Yuanta Investment Trust believes that it is not liable
for the loss and may prevail in the case; accordingly, no provision is made for
the contingent liability in the financial statements.

Several of the Yuanta Securities Investment Trust’s clients — Bao Hwa Gao,
Jin Ting Wu, Y1 Kuan Zhou, etc, field a civil lawsuit with the Taipei District
Court on November 17, 2008 against the Yuanta Securities Investment Trust
for their investment losses arising from alleged negligence of the Yuanta
Securities Investment Trust during the private placement funding consigned
by the offshore fund institution, claiming for indemnification from Yuanta
Securities Investment Trust and Fuhwa Securities Investment Trust Co., Ltd.
(renamed as Manulife Asset Management (Taiwan) Company Ltd.)
amounting to US$900,000 with interest at 5% per annum starting November
12, 2008. As of December 31, 2010, the lawsuit is still pending with the
Taipei District Court. Yuanta Investment Securities Trust believes that it is not
liable and the judgment may be favorable to Yuanta Investment Securities
Trust. As a result, Yuanta Investment Securities Trust did not recognize any
contingent loss for the year ended December 31, 2010. Also, based on Yuanta
Securities Investment Trust’s assessment which was based on investors’ age
groups, education background and investment history, reserves for
reconciliation were set aside and recognized.



(F) Others

Consignment collection for others

Traveler's checks held on
consignment for sale

Consignment securities,
underwriting goods, custodial
goods, and others

Trust assets

Credit lines provided but not used

Credit commitment on credit card

Other guarantees

Unused L/C balance

Securities commitment under
repurchase agreement

Securities commitment under
resale agreement

December 31, 2010

December 31, 2009

$ 11,307,411  $ 11,641,556
92,719 83,931

11,696,695 10,782,666
111,059,945 78,955,582

$ 134,156,770 $ 101,463,735
$ 2,663,742 § 3,394,240
$ 66,372,597 $ 64,427,351
$ 22,104,723 § 15,908,157
$ 3,791,306 $ 3,254,698
$ 15,422,823 § 15,210,889
$ 3,772,920 § 953,785
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(G)In accordance with Article 17 of the Trust Enterprise Law, the disclosures of
the trust balance sheet and trust property list are as follows:

Trust Balance Sheet

December 31, 2010

Trust assets

Trust liabilities

Bank deposits $ 1,760,718 Payable - Customers’
Stocks 12,306,257 securities under custody $ 41,509,715
Funds (Note) 47,808,002 Pecuniary trust 53,991,070
Bonds 3,778,313 Securities trust 10,756,602
Real estate 3,896,940 Real estate trust 3,962,375
Customers’ securities Co-Trust Fund 656,938
under custody 41,509,715 Total net income 35,645
Retained earnings 147.600
Total trust assets $ 111,059,945 Total trust liabilities 111,059,945
Trust Balance Sheet
December 31, 2009
Trust assets Trust liabilities
Bank deposits $ 1,537,212 Payable - Customers’
Stocks 10,672,094 securities under custody $ 11,653,960
Funds (Note) 46,792,549 Pecuniary trust 54,847,027
Bonds 6,409,314 Securities trust 9,437,118
Real estate 1,890,453 Real estate trust 1,992,931
Customers’ securities Co-Trust Fund 885,348
under custody 11,653,960 Total net income 44,706
Retained earnings 94.492
Total trust assets $ 78,955,582 Total trust liabilities 78,955,582

Note: Includes mutual funds in money market.




Trust Income Statement

For the year ended December 31, 2010

For the year ended December 31, 2009

Trust revenue:

Trust revenue:

Interest income $ 8,665 Interest income $ 4,390
Rental income 20,089  Rental income 12,625
Dividend income 17,575  Dividend income 21,838
Investment income 23,547  Investment income 23.088
69.876 61,941
Trust expenses: Trust expenses:
Management fees 18,136  Management fees 10,561
Tax expenses 3,737  Supervisory directors’ fees 60
Handling fees 22 Tax expenses 1,622
Loss on investment 11,788  Handling fees 25
Loss on investment 4,657
Lawyer fees 29
33.683 16,954
Income before income tax 36,193 Income before income tax 44,987
Income tax expense ( 548) Income tax expense 281)
Income after income tax ~ $ 35,645 Income after income tax $ 44,706
Schedule of investment for trust business
December 31, 2010 December 31, 2009
Invested items Book value Invested items Book value
Bank deposits $ 1,760,718 Bank deposits 1,537,212
Bonds 3,778,313 Bonds 6,409,314
Stocks 12,306,257 Stocks 10,672,094
Funds 47,808,002 Funds 46,792,549
Real estate- land 3,896,940 Real estate-land 1,890,453
Customers’ securities Customers’ securities
under custody 41,509,715  under custody 11,653,960
§ 111,059,945 78,955,582

Foreign currency pecuniary trust operated by the Offshore Banking Unit (OBU) as of
December 31, 2010 and 2009 was included in the trust balance sheet and schedule of
investment for trust business.

(H) The Limited Partner Agreement contract period of Yuanta Venture Capital’s venture
fund - Asia Pacific Venture Invest II L.P. accounted for under the cost method is 7
years. Under the terms of the agreement, Yuanta Venture Capital agrees to invest
US$3,500 thousand during the contract period, for which the first investment of
US$875 thousand was paid in December 2009. When 70% of first investment is
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injected into the underlying investment target, the General Partner of the limited
partnership can make capital calls within 4 years of first investment date (December 16,
2009) according to fund management strategies.

8. Significant losses from disasters

(1) The Company: None.
(2) Subsidiaries: None.

9. Significant subsequent events

(1) The Company: None.
(2) Subsidiaries:

A. On December 30, 2010, the Yuanta Securities’ Board of Directors adopted a
resolution to sell the real estate “Taipei Financial Building Center” owned by the
Yuanta Securities through an auction. The contract date for sales of the real estate
was on January 21, 2011, and the title to the real estate was transferred on February
21, 2011. Total sales amount and disposal gain was $382,900 and $258,037,
respectively. The real estate had been reclassified to “assets held for sale” at the
lower of carrying value or net fair value on the balance sheet date.

B. The Yuanta Investment Securities Trust’s former office in a building located at
Tunhwa North Road, Taipei City, was severely damaged due to the earthquake on
September 21, 1999 and was no longer usable. In 2000, the office cost was fully
written off and the associated land amounting to $142,650 was reclassified as idle
asset. As of December 30, 2010, the old building was torn down and a new building
was constructed. The Yuanta Securities Investment Trust, with the approval of the
Board of Directors, disposed the non-business purpose Taipei Financial Center
through public bidding and transferred the abovementioned idle assets to non-current
assets held for sale. The bid closed on January 21, 2011 with the price of $783,200,
and the estimated disposal profit (after deducting land value increment tax) amounted
to $521,830.

C. The Yuanta Securities’ Board of Directors on January 5, 2011 adopted a resolution to
sell 168,476,566 shares of Kim Eng Holding Limited held by the Yuanta Securities’
subsidiary- Yuanta Securities Asia Financial Services Ltd, to ASEAM CREDIT SDN
BHD (subsidiary of Maybank, Malaysia). The selling price per share is to be SGD
3.1 (= NTD 72.45). The total transaction amount is to be SGD 522,277,354.6 (=
NTD 12,205,621). The gain on disposal of shares is estimated at NTD 7,187,000.
Under the contract, the shares settlement and payment collection can be done on
condition that the transaction has gained the approval from the local competent
authorities of Kim Eng Holdings Limited and all its subsidiaries. Moreover,
ASEAM CREDIT SDN BHD must purchase the shares of Kim Eng Holdings
Limited simultaneously from Yuanta Securities Asia Financial Services Ltd, and
family management stockholders of Kim Eng Holdings Limited, respectively. If
the shares sales contract between the family management stockholders of Kim Eng
Holdings Limited and ASEAM CREDIT SDN BHD is terminated, the contract
between Yuanta Securities Asia Financial Services Ltd, and ASEAM CREDIT SDN
BHD would be also terminated automatically.



. The amended “Rules Governing the Administration of Securities Firms” (“Rules”)
was enacted by the Financial Supervisory Commission on January 11, 2011, through
the Gin-Gwen-Tz (Quan) Letter No. 09900738571. The amended Rules eliminated
Articles 11 and 12, which prescribed previously that securities firms must provide
reserve for trading loss and reserve for default. Thus, reserve for trading loss and
reserve for default that had been provided as of December 31, 2010 should be
reclassified to the “special reserve” account. The special reserve shall be used
exclusively to cover accumulated deficit or to increase capital and shall not be used
for any other purpose. Such capitalization shall not be permitted unless the Company
had already accumulated a special reserve of at least fifty percent of its paid-in
capital stock and only half of such special reserve may be capitalized.

. On November 23, 2010, the Board of Directors resolved that Yuanta Securities
Finance decrease its capital, effective on January 11, 2011; the actual paid-in capital
amounted to $6,000,000 after the capital decrease, and the related registration of the
capital decrease was completed on January 21, 2011.

. In accordance with Jin-Guan-Zheng-Chi-Zi No. 1000000289 of January 11, 2011 and
Jin-Guan-Zheng-Chi-Zi No. 10000002891 of January 13, 2011, Yuanta Futures has
stopped setting aside trading loss reserve and default loss reserve starting from
January 2011, and all the trading loss reserve and default loss reserve as of December
31, 2010 were transferred as special reserve.

. To improve its business development, the stockholders resolved on December 31,
2010 that Yuanta Investment Consulting issue 20,000,000 new shares, with par value
of $10 New Taiwan dollars per share. After the issuance of new shares, the total
authorized capital remains $600,000 and the actual paid-in capital amounted to
$300,000; the rights and obligations of the newly issued shares are consistent with
those of previously issued shares by Yuanta Investment Consulting. The Financial
Supervisory Commission of the Executive Yuan approved Yuanta Investment
Consulting request to increase its capital and the related procedures are being
completed.

. In order to enhance capital adequacy rate and obtain a stable source of capital for
middle to long-term operation, the Board of Directors resolved that Yuanta Bank
apply for issuing subordinate financial debentures amounting to $17,500,000; the
related terms are to be discussed. The application for Yuanta Bank’s issuance is still
pending with the Financial Supervisory Commission, and the subordinate financial
debentures will be issued in batches according to the actual demand.

. On March 10, 2011, the Board of Directors resolved that Yuanta Bank transfer
earnings amounting to $921,796 to increase its capital.
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10. Others

(1) Disclosure of financial instruments

A. Fair value of financial instruments

December 31, 2010

Fair value

Quoted market

Amount determined by

Non-derivative financial instruments Book value value a valuation technique
Assets
Financial assets with fair value
equal to book value $ 244,640,518 - $ 244,640,518
Financial assets at fair value
through profit or loss 39,238,319 5,515,538 33,722,781
Bills discounted and loans — net 284,751,517 - 284,751,517
Available-for-sale financial assets 16,521,428 13,427,796 3,093,632
Held-to-maturity financial assets 2,424,699 1,028,763 1,414,974
Liabilities
Financial liabilities with fair value
equal to book value $ 131,976,600 - $ 131,976,600
Financial liabilities at fair value
through profit or loss 2,874,301 897,567 1,976,734
Deposits and remittances 366,336,239 - 366,336,239
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December 31, 2010
Fair value

Amount determined by
a valuation technique

Quoted market
Book value value

Derivative financial
instruments
Assets
Non-hedge
FX contracts (cross-currency
swaps, FX swaps and
forwards) $ 675,672 $ - §
Non-delivery forwards 51,175 -
Options purchased 786,689 30,592
Convertible corporate bonds -
options 69,400 - 69,400
Interest rate swap contracts
(asset swap, interest rate swap
and general interest rate

675,672
51,175
756,097

swap)
Future margin deposits
Interest rate futures
Credit default swaps
purchased

Liabilities
Non-hedge

FX contracts (cross-currency

swaps, FX swaps and

forwards)
Non-delivery forwards
Options written

2,422,821
444,932
37,305

172

1,148,611
49,608
1,306,990

444,932

$ -

23,227

2,422,821
37,305

172

$ 1,148,611

49,608
1,283,763

Liabilities for issuance of call
warrants

Repurchase of issued call
warrants (

Interest rate swap contracts
(asset swap, interest rate swap
and general interest rate
swap) 2,644,859 -

16,333,319 16,333,319 -

14,936,879) ( 14,936,879) -

2,644,859
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December 31, 2009

Non-derivative financial instruments

Book value

Fair value

Quoted

market value

Assets
Financial assets with fair value
equal to book value $

Financial assets at fair value
through profit or loss

Bills discounted and loans — net
Available-for-sale financial assets
Held-to-maturity financial assets
Liabilities
Financial liabilities with fair value
equal to book value $

Deposits and remittances

Financial liabilities at fair value
through profit or loss

194,582,287

38,267,965
234,052,877
21,530,609
3,037,942

104,968,211
296,850,144

1,847,566

7,056,028

13,894,543

Amount determined by
a valuation technique

$ 194,582,287

31,211,937
234,052,877
7,636,066
3,078,243

$ 104,968,211

296,850,144

1,847,566



December 31, 2009

Fair value
Quoted Amount determined by
Derivative financial instruments Book value market value  _a valuation technique
Assets
Non-hedge
FX contracts (cross-currency
swaps, FX swaps and forwards) $ 358,055 $ - 9 358,055
Non-delivery forwards 5,127 -
Options purchased 471,611 8,843 462,768
Interest rate swap contracts
(asset swap, interest rate swap
and general interest rate swap) 2,800,074 - 2,800,074
Future margin deposits 1,737,025 1,737,025
Interest rate futures 41,879 -
Liabilities
Non-hedge
FX contracts (cross-currency
swaps, FX swaps and forwards) $ 477,096 $ - 9 477,096
Non-delivery forwards 5,004 -
Options written 835,249 923 834,326
Liabilities for issuance of call
warrants 8,640,306 8,640,306

Repurchase of issued call

warrants

( 8190216) ( 8,190,216)

Interest rate swap contracts
(asset swap, interest rate swap

and general interest rate swap)

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

(A) The book value of the financial instruments which have a short

(B)

maturity period will be considered as their fair value. This
assumption is used in evaluating the following accounts: cash and
cash equivalents, due from Central Bank and call loans to other
banks, investments in bills and bonds under resale agreements,
receivables, other financial assets (not including financial assets
stated at cost and receivables which are post due), due to Central
Bank and other banks, commercial paper payable, bills and bonds
sold under repurchase agreements, payables, financial debentures,
other borrowings and other financial liabilities.

If financial assets at fair value through profit or loss,
available-for-sale financial assets and held-to-maturity financial
assets have quoted prices in an active market, the quoted prices are
regarded as fair values. If there is no quoted market price for
reference, a valuation technique will be adopted to measure the fair
value. The estimations and assumptions of the valuation technique

2,853,437 - 2,853,437
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(D)

(E)

(F)

are consistent with those used by market participants for the pricing
of financial instruments. The discounted rates used are consistent
with the expected rates of returns of financial instruments with the
same terms and conditions. The terms and conditions include
debtor’s credit rating, the remaining period of the fixed interest rate
contract, the remaining period for principal repayment, and the
currency paid, etc. The discount rates for these financial instruments
are between 0.50% to 5.58%.

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

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

There is no quoted market price in an active market for the unlisted
stocks under the financial assets carried at cost, and their variability
in the range of reasonable fair value estimates is significant and their
probability of the various estimates within the range cannot be
reasonably assessed, so the fair value of the unlisted stocks is not
reliably measurable. As a result, information of the book value and
the fair value with respect to these financial assets is not disclosed.

Other financial assets: If there is an actual transaction price or a
quoted market price for bond investment with no active market, the
fair value of such bond investments will be determined by the latest
actual transaction price or quoted market price. Moreover, if there is
no quoted market price for reference, a valuation technique will be
adopted to measure the fair value, and the valuation technique used is
the discounted values of expected future cash flows.

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

. Yuanta Bank and its subsidiaries recognized net (losses) gains on changes

in fair value arising from valuation technique amounting to ($20,834) and
$568,017 for the years ended December 31, 2010 and 2009, respectively.

. As of December 31, 2010 and 2009, the Yuanta Group had financial assets

with fair value risk arising from interest rate changes amounting to
$261,936,380 and $205,986,194, respectively, and the financial liabilities
with fair value risk arising from interest rate changes amounting to
$67,822,426 and $50,217,667, respectively.

. As of December 31, 2010, the Yuanta Group had financial assets with cash

flow risk arising from interest rate changes amounting to $240,597,808



and $210,504,109, respectively, and the financial liabilities with cash flow
risk arising from interest rate changes amounting to $1,596,837 and
$7,730,623, respectively.

. For the years ended December 31, 2010 and 2009, the Yuanta Group
recognized interest income from the financial assets or financial liabilities
not at fair value through profit or loss amounting to $6,061,207 and
$9,390,466, respectively; and interest expense from the financial assets or
financial liabilities not at fair value through profit or loss amounting to
$1,963,216 and $2,777,109, respectively. The Yuanta Group recognized
the change in fair value of available-for-sale financial assets and has
recorded as an adjustment account in the stockholders’ equity amounting
to $949,565 and $2,583,176, and the amount of the gain on fair value
change reclassified from the stockholders’ equity into the statement of
income was $752,097 and $864,253 for the years ended December 31,
2010 and 2009, respectively.

. Risk management and hedging strategy
(A) Risk management

The structure of the Yuanta Group risk management system includes
the Board of Directors of the Company and all subsidiaries, high level
management, the risk management departments and the business
departments. In order to control risk effectively, the Yuanta Group is
responsible for overall planning. The members of the department
include the risk management departments of Yuanta Financial
Holdings, the risk management departments of Yuanta Bank, the risk
management departments of Yuanta Securities, the risk management
departments of Yuanta Futures and the related risk management
departments of all subsidiaries or relevant associates. The chief
executive officer of the department is in charge of all activities,
through integrated planning and in accordance with the Yuanta
Group’s business strategy, to develop the Yuanta Group’s overall risk
management mechanism and to maximize profit for stockholders.

The Yuanta Group performs risk management based on the policies
and guidelines of the risk management set by the Board of Directors in
order to establish the risk management system and sound operating
development, promote operating model for appropriate risk
management, reach operating goals and increase stockholder value.

(B) Hedging strategy (financial hedging)

The Yuanta Group strategy is to use derivatives to control the risk of
price volatility within a manageable range. According to its capacity
of tolerating risk, the Yuanta Group sets the notional amounts, value at
risk and related hedge strategies for each of its businesses. The Yuanta
Group also establishes mechanisms to monitor the changes in hedged
positions and principles to treat its over-hedged or under-hedged
positions.
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Equity securities

The Yuanta Group will bear the risk of value loss while there is an
unfavorable change in the price of the target security. The Yuanta
Group uses a complete risk management system and index futures
and options to lower the market risk.

Fixed income securities

The major risk associated with fixed income securities results from
changes in interest rate. The Yuanta Group bears market risk when
the change in interest rates is unfavorable. The Yuanta Group uses
derivatives such as interest rate swaps, governmental bond futures
and bond options to hedge the market risk.

Warrants

The major risk associated with warrants results from unfavorable
changes in the price of the target security. To lower the risk, the
Yuanta Group acquires the underlying securities (Delta) as basic
position and adjusts the shares of the target securities, the number
of convertible bonds held and warrants based on a dynamic
hedging model (when the price of underlying securities rises,
Delta value increases and the Yuanta Group shall buy more stocks;
and when the price of underlying securities falls, Delta value
decreases and the Yuanta Group shall sell more stocks) on an
ongoing basis. The Yuanta Group also acquires warrants whose
values are lower than the expected prices from the market to offset
the fluctuation risk.

Structured notes

Structured notes are a combination of fixed income securities and
asset options. The market risk of structured notes includes risk
resulting from changes in interest rates, stock prices and volatility.
To lower the market risk resulting from engaging in the business,
not only the interest generated from investing in fixed income
securities is used to repay the principal due, but also the Yuanta
Group establishes a dynamic hedging position. Hedging positions
are usually within a range centered on the theoretical hedge
amount.

Asset swap

The Yuanta Group detaches options from convertible bonds and
sells them to the market separately. This business involves market
risk and credit risk of the counterparty. To lower the market risk,
the Yuanta Group sells the fixed income security part and the
option part to third parties while credit limit is applied to lower the
credit risk from the counterparty.
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H. Financial risk information

Yuanta Bank and its subsidiaries

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

Yuanta Bank and its subsidiaries follow the risk management policy and
strive to quantify, assess, and manage risks for risk pricing and to obtain
the optimal capital allocation.

The risks Yuanta Bank and its subsidiaries encountered were as follows:
(A) Market risk

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

b. The exchange rate the Bank adopted on December 31, 2010 was 1
USD: 30.368 TWD. The major foreign currency position (including
forward contracts) is mainly US dollar assets, amounting to
USD$2,548,616 thousand and USDS$1,982,099 thousand as of
December 31, 2010 and 2009, respectively; liabilities were
USD$2,535,624 thousand and USD$1,956,974 thousand,
respectively.

(B) Credit risk

Credit risk is the risk that borrowers and counterparties will not be
able to fulfill contracts. Yuanta Bank and its subsidiaries have
developed a credit risk management standard which is able to
evaluate and manage possible credit risk resulting from business
operations by establishing and implementing a risk management
structure.
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For all financial instruments held by Yuanta Bank and its subsidiaries,
the maximum credit exposures are as follows:

Non-derivative financial assets

Financial assets with fair value equal to

book value

Financial assets at fair value through
profit or loss — net

Bills discounted and loans — net

Auvailable-for-sale financial assets — net

Held-to-maturity financial assets
Other financial assets
Off-balance sheet accounts
Guarantees receivable
L/C receivable

Derivative financial assets
Exchange rate options purchased
Options purchased — asset swaps

FX contracts (cross-currency swaps, FX

swaps and forwards)

Non-delivery forwards

Asset swap, interest rate swap and
general interest rate swap

Futures contract

Credit default swaps purchased

Non-derivative financial assets

Financial assets with book value equal

to fair value

Financial assets at fair value through
profit or loss — net

Bills discounted and loans — net

Auvailable-for-sale financial assets — net

Held-to-maturity financial assets
Other financial assets
Off-balance sheet accounts
Guarantees receivable
L/C receivable

December 31, 2010

Maximum credit

Book value exposure
$ 142,762,853 $ 142,762,853
6,820,344 6,820,344
284,751,517 284,751,517
10,680,673 10,680,673
151,840 151,840
14,861 14,861
- 22,104,723
- 3,791,306

December 31, 2010

Maximum credit

Book value exposure
$ 162,838 §$ 162,838
92,146 92,146
669,353 669,353
51,175 51,175
2,422,821 2,422,821
37,305 37,305
172 172

December 31, 2009

Maximum credit

Book value exposure
$ 98,756,546 $ 98,576,546
7,288,717 7,288,717
234,054,597 234,054,597
15,783,511 15,783,511
201,252 201,252
20,952 20,952
- 15,908,157
- 3,254,698



December 31, 2009
Maximum credit

Derivative financial assets Book value exposure
Exchange rate options purchased $ 253,681 $ 253,681
Convertible bond options 11,610 11,610
Options purchased — asset swaps 49,326 49,326
FX contracts (cross-currency swaps,

FX swaps and forwards) 358,055 358,055
Non-delivery forwards 5,127 5,127
Asset swap, interest rate swap and

general interest rate swap 2,800,074 2,800,074
Futures Contracts 41,879 41,879
Credit default swaps purchased 818 818

Yuanta Bank and its subsidiaries conduct a cautious credit assessment
before providing loans, loan commitments, and guarantees. Loans with
collateral amounted to 66.03% of the total loans in 2010. In order to obtain
credit lines from Yuanta Bank and its subsidiaries, borrowers and
guarantors are asked to provide collateral such as cash, real estate, liquid
securities, and other assets. Furthermore, in order to reduce credit risk,
Yuanta Bank and its subsidiaries follow credit policies and negotiate credit
limits with counterparties. In addition, Yuanta Bank and its subsidiaries
may sign master netting agreements with the counterparty to reduce credit
risk.

Concentration of credit risk refers to the significant concentration of credit
risks from all financial instruments, whether the risks are from an
individual counterparty or group of counterparties. Yuanta Bank and its
subsidiaries’ concentration of credit risks exists if a number of
counterparties are engaged in similar activities or activities in the same
region, or have similar economic characteristics that would cause their
abilities to fulfill contractual obligations simultaneously affected by
changes in economic or other conditions. There is no significant
concentration of credit risk from counterparties of Yuanta Bank and its
subsidiaries. The related information can be found as follows:

December 31, 2010 December 31, 2009
Loans by region
Domestic $ 273,993,419 $ 226,904,902
Overseas 15,962,459 11,786,634

Total $ 289,955,878 $ 238,691,536
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December 31, 2010 December 31, 2009
Loans by industry

Manufacturing $ 62,972,722 $ 63,479,118
Private enterprises 21,392,274 14,166,363
Construction 9,402,340 5,012,889
Private individuals 136,998,208 107,732,796
Others 59,190,334 48,300,370

$ 289,955,878 § 238,691,536

(C) Liquidity risk

Liquidity risks include market liquidity risk and capital liquidity risk.
Market liquidity risk is the risk that market prices may encounter obvious
changes due to market disorder. Capital liquidity risk is the risk that
payment obligations cannot be fulfilled due to inability to convert assets
into cash or acquire enough cash. Yuanta Bank and its subsidiaries made
liquidity risk management guidance to control overall market liquidity
risks; furthermore, the treasury department of Yuanta Bank and its
subsidiaries manage daily funding and respond to funding demands for
various situations or events that may cause systematic risk.

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

The liquidity reserve ratio for Yuanta Bank and its subsidiaries was 31.3%
and 28.3% as of December 31, 2010 and 2009, respectively. In addition,
Yuanta Bank and its subsidiaries’ capital and working capital were
sufficient to fulfill all obligations. Thus, there was no material liquidity
risk that could prevent Yuanta Bank and its subsidiaries from meeting the
obligation.

Analysis for time to maturity of the Yuanta Bank and its subsidiaries’
assets and liabilities were as follows:
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(D) Operation risk

(E)

(F)

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

Legal risk

Legal risk is the risk of potential loss resulting from noncompliance with
related statutory regulations of the government and from ineffective
contracts which lacks legal effect. The Legal Affairs Department of Yuanta
Bank is set up to assist Yuanta Bank and its subsidiaries to comply with
regulations of the competent authority, provide professional legal
consultancy and review procedures on the legality of internal regulations
and various transaction agreements to make sure Yuanta Bank comply with
the regulations in its overall financial and operational activities. In order for
the risk management system to be successful, other than the
abovementioned criteria, the support from the high level decision makers is
also crucial. Under full authorization of high level management, the Yuanta
Bank and its subsidiaries has gradually implemented risk management
system, which has been showing management result.

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

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

a. Expected repricing date or expected maturity date

As of December 31, 2010 and 2009, the expected repricing date or
expected maturity date were not affected by the contract date. The
following table presents the book values of financial assets and liabilities
classified by the earlier of the expected repricing date or expected
maturity date and show the interest rate risk of Yuanta Bank and its
subsidiaries:
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b. Effective interest rates

As of December 31, 2010 and 2009, the effective interest rates for financial
instruments (except for financial instruments at fair value through profit or loss)

held or issued by Yuanta Bank and its subsidiaries were as follows:

December 31, 2010

Items

NTD

USD

Available-for-sale financial assets
Government bonds
Corporate bonds
Beneficiary securities
Financial debentures
Loans and advances
Short-term loans
Short-term secured loans
Mid-term loans
Mid-term secured loans
Long-term loans
Long-term secured loans
Financial debentures
Deposits
Demand deposits
Time deposits
Redeposits from the directorate
general of postal remittance
Demand savings deposits

Time savings deposits

1.09%~2.43%
0.88%~9.29%
1.70%~3.17%

1.69%
2.12%
1.80%
2.33%
2.49%
1.97%
2.17%~3.25%

0.10%

0.10%~0.85%

1.13%

0.15%
0.16%~0.89%

2.90%~3.50%

1.31%
1.93%
1.52%
1.75%
1.59%
1.99%

0.03%
0.10%~1.00%



December 31, 2009

Items

NTD

USD

Available-for-sale financial assets
Government bonds
Corporate bonds
Beneficiary securities
Financial debentures
Held-to-maturity financial assets
Asset backed securities
Loans and advances
Short-term loans
Short-term secured loans
Mid-term loans
Mid-term secured loans
Long-term loans
Long-term secured loans
Financial debentures
Deposits
Demand deposits
Time deposits
Redeposits from the directorate
general of postal remittance
Demand savings deposits

Time savings deposits

1.03%~2.38%
0.69%~5.13%
1.56%~2.76%

1.99%
2.29%
1.91%
2.46%
2.33%
1.85%
2.50%~3.25%

0.10%
0.10%~0.85%

0.72%
0.15%
0.15%~0.89%

2.90%~3.50%

6.85%

1.31%
2.07%
1.83%
1.44%
2.17%
1.63%

0.02%
0.05%~0.95%
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Yuanta Securities’ subsidiaries and Yuanta Futures:

(A) Derivative financial instruments
a. Derivative financial instruments traded over the counter engaged by

Yuanta Securities and its subsidiaries as of December 31, 2010 and 2009
were as follows:

December 31, 2010

Derivative Derivative
financial assets financial liabilities
Interest rate swap contracts $ - $ 78,417
Currency swap contracts 6,319 -
Asset swap IRS contracts - 103,420
Asset swap options 501,085 1,020,579
Structured notes (Note 1) - 1,976,734
Equity derivatives 28 -
$ 507432 $ 3,179,150

December 31, 2009

Derivative Derivative
financial assets financial liabilities

Interest rate swap contracts $ - $ 53,632

Currency swap contracts - 2,734

Asset swap IRS contracts - 36,991

Asset swap options 142,282 408,990

Structured notes (Note 1) 211 1,691,402
Nominal amount of structured

notes (Note 2) - 179,220

$ 142,493 §$ 2,372,969

Note 1: Recorded under “financial liabilities designated at fair value
through profit or loss — current”.

Note 2: Recorded under “Other financial liabilities”.



b. Gain (loss) on derivative financial instruments engaged by Yuanta Securities
and its subsidiaries for the years ended December 31, 2010 and 2009 were as

follows:

Interest rate swap contracts
Asset swap IRS contracts
Asset swap options
Structured notes

Equity derivatives

Cross currency swap contracts

(Note)

Interest rate swap contracts

Asset swap IRS contracts

Asset swap options

Bond options

Structured notes

Equity derivatives

Cross currency swap contracts
(Note)

For the years ended December 31, 2010

Gain (loss) on derivative

Unrealized gain (loss)

financial instruments included
($ 31,369) ($ 24,785)
105,150 14,490
( 211,422) ( 612)
( 13,222) ( 2,623)
( 1,673) ( 980)
14,616 746
(3 137,920) ($ 13,764)

For the years ended December 31, 2009

Gain (loss) on derivative

Unrealized gain (loss)

financial instruments included

($ 31,728) % 52,608
38,929 9,985

( 267,270) ( 116,483)
3 -

( 86,006) ( 108,539)
( 5,309) 725

5,608 ( 3.528)

(& 345,773) ($ 165,232)

Note: Recorded under “net non-interest income or loss”.

(B) Yuanta Securities and its subsidiaries and Yuanta Futures engage in futures

trading, the presentation on the financial statements were as follows:

a. The balances of futures guarantee deposits in futures account were as follows:

Futures guarantee deposits -
self-owned capital
Balance of excess futures

guarantee deposits

December 31, 2010

December 31, 2009

$ 1,281,656

$ 1,737,025

$ 941,578

$ 1,680,518
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Gain from futures contracts

Gain (loss) from futures options

. Gain (loss) on valuation

Liabilities for issuance of
call (put) warrants

Repurchase of issued call
(put) warrants

Exercise prior maturity of
issuance of call (put)
warrants

Trading securities -
hedging

Securities lending payable
- hedging

Futures contracts —
hedging

Options transactions —
hedging

. Gain (loss) on sale

Repurchase of issued call

(put) warrants

Trading securities -
hedging

Securities lending
payable — hedging

Options transactions —
hedging

b. Gain or loss from futures contracts were as follows:

For the years ended December 31,

2010

2009

$

302,609 §

264,422

c. Gain or loss from futures options:

For the years ended December 31,

2010

2009

88,546 ($

59,639)

For the years ended December 31,

2010

2009

(C) Yuanta Securities and its subsidiaries engaged in warrants issuance, and the profit
or loss for the years ended December 31, 2010 and 2009 were as follows:

Account

5,155,802

1,057,100)

7,173)

12,771

658
1,163

286

3,662,818)

39,250

7,763)

68,737

(%

9,913,019)

10,765,035

4,365)

105,031

15,620)
20

209)

1,026,404)

559,728

44,574)

5,265)

Gain (loss) on
warrants issuance

(Loss) gain on
warrants issuance

Loss on warrants
issuance
Gain on valuation of
trading securities
Gain (loss) on short
covering and trading
securities -valuation
Gain on futures
contracts
Gain (loss) on options
transactions

Loss on warrants
issuance

Gain on sale of
trading securities —
hedging

Loss on short
covering and
trading securities

Gain (loss) on options
transactions



(D) Information of derivative financial instruments:

a.

Futures

Yuanta Securities and its subsidiaries and Yuanta Futures engage in the
business of futures dealers. Futures and futures options are traded for the
purpose of efficient use of capital. As of December 31, 2010 and 2009,
TX futures guarantee deposits receivable includes the balance of excess
futures guarantee deposits of $941,578 and $1,680,518, respectively.

Warrants

For information regarding the issuance of warrants, please refer to Note
4(3).

Convertible bond asset swaps and options

Yuanta Securities and its subsidiaries engage in the business of asset
swaps and options. Under an asset swap, Yuanta Securities and its
subsidiaries sell convertible bonds to the counterparty and receive
proceeds. Over the contract period, Yuanta Securities and its subsidiaries
exchange its cash flows with the counterparty and retain the right to
buyback the convertible bonds. Under an option transaction, Yuanta
Securities and its subsidiaries keep the right to buyback the convertible
bonds or the counterparty has the right to buy the convertible bonds.
Yuanta Securities and its subsidiaries can clear the position by rendering
its currently owned bonds. As of December 31, 2010 and 2009, notional
amounts of convertible bond options purchased were $3,965,800 and
$1,049,100, respectively, and notional principal of convertible bond
options sold were $7,429,400 and $2,742,500, respectively.

Structured notes

Yuanta Securities and its subsidiaries combine fixed income instruments
with call or put options into structured notes, which are further
categorized into equity-linked notes (ELN), principal guaranteed notes
(PGN) and credit-linked notes (CLN). On trade date, the contracted
amounts were collected in full from the counterparties. The payout
amount on maturity will depend on the price fluctuation of the
instruments linked to these contracts. All the linked products are financial
instruments under the supervision of the SFB. As of December 31, 2010
and 2009, the nominal principal of ELN were $274,500 and $960,400,
respectively; the nominal principal of PGN were $900,000 and $159,200,
respectively and the nominal principal of CLN were $800,500 and
$751,700, respectively.

Interest rate swaps

The purpose of Yuanta Securities and its subsidiaries to enter into an
interest rate swap contract (including yet-to-maturity contract carried
forward from Yuanta Core Pacific Securities Co., Ltd.) is to earn the
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interest gap based on the Yuanta Securities and its subsidiaries’
estimation toward the interest rate trend. The contracts entered with
financial institutions are valid for 1 ~5 years. On settlement date, interest
is received and paid according to the production of nominal principal and
difference in interest rates. Most of the counterparties are financial
institutions. As of December 31, 2010 and 2009, the nominal principal
was $124,924,555 and $133,597,735, respectively.

(E) Yuanta Securities and its subsidiaries engage in financial instruments
(derivative and non-derivative financial instruments). The related financial
risk are as follows:

a. Market risk

1.

Yuanta Securities and its subsidiaries’ market risk management
includes setting annual risk limits, regulating hierarchical authorizing
rules, effective risk management procedures and timely monitor and
control. The objective of setting annual risk limits is to control market
risk within the tolerable scope. Internal operational limits and
approval authority are regulated by the hierarchical authorizing rules.
The risk management department of Yuanta Securities and its
subsidiaries conducts market risk measurement and monitor based on
the relevant risk management rules, also adopts VaR (value at risk)
model in conducting market risk quantification management to
control the changes of transaction risk. The risk management
department also provides risk management reports to the management
to ensure timely control market risk.

The Yuanta Securities and its subsidiaries’ business involve some
foreign currency operations. In accordance with EITF 100-046 of
the R.O.C. Accounting Research and Development Foundation, dated
February 18, 2011, the information on monetary assets and liabilities
denominated in foreign currencies whose values would be materially
affected by the fluctuations of the foreign exchange rates is disclosed
as follows:



Effects on profit and loss
Financial assets
Cash and bank deposits

Assets at fair value
through profit or loss
Accounts receivable

Prepaid accounts
and other receivables
Others

Net borrowing of
Consignment trading

Financial liabilities
Liabilities at fair value
through profit or loss
Securities
borrowing & lending
deposit guarantee
Other current liabilities

Effects on shareholders’
equity
Financial assets
Long-term equity
investments accounted

for under equity method

December 31, 2010

December 31, 2009

Foreign Foreign
Currency Currency
Amount Amount
Currency _(thousand) Rate  Currency _(thousand) Rate
USD $ 161,451 30.217 USD § 1,162 32.238
(Note 1) (Note 1)
USD 6,897 30.217 USD 4,372 32.238
(Note 1) (Note 1)
USD 929  30.217 USD 10 32.238
(Note 1) (Note 1)
USD 99 30.217 - - -
(Note 1)
USD 553 30.217 USD 550 32.238
(Note 1) (Note 1)
USD 459  30.217 USD 38 32.238
(Note 1) (Note 1)
USD 393 30.217 - - -
(Note 1)
USD 157,527 30.217 - - -
(Note 1)
USD 587 30.217 USD 354 32.238
(Note 1) (Note 1)
USD 373,352  29.13 USD 351,341 31.99
(Note 2) (Note 2)

(Note 1) The effects on the foreign assets and liabilities due to exchange
rates fluctuations were not significant; therefore, no exchange rate
adjustment for settlement was made on the balance sheet date.

(Note 2) The effects of exchange rates fluctuations have been reflected on

the

cumulative

stockholders’ equity.

b. Credit risk

translation

adjustments

account

under

Yuanta Securities and its subsidiaries establish an internal credit rating
system by integrating external credit rating information and internal credit
rating model, and set credit limit for each issuer and counterparty based on
the internal credit rating system, and calculates credit risk exposure position
for each business to control the overall credit risk being within the limit
approved. In addition to establishing risk management policies and
procedures, credit risk models are used to quantify risks so as assess and
control credit risks and ensure the overall credit risks are within the
acceptable range which the company’s capital can cover.
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c. Liquidity risk

Liquidity risk includes market liquidity risk and cash liquidity risk.
Market liquidity risk occurs when the volume of transactions is
insufficient in the market so that Yuanta Securities and its subsidiaries
will experience difficulty when disposing its position within a reasonable
time. To lower market liquidity risk, Yuanta Securities and its subsidiaries
set position limits for different businesses and securities, respectively, to
keep their market liquidity. As to cash liquidity, in addition to employing
stress testing model in conducting situation simulation analyses, cash
control plans were also evaluated in response based on the testing results.

. Operation risk

Yuanta Securities and its subsidiaries set up controlling and reviewing
points based on the risk characteristics of various businesses,
incorporating internal control system and internal auditing system;
self-assessment management of internal control is conducted regularly to
ensure the completeness and effectiveness of the operational procedures
and controlling emphasis.

. Legal risk

Legal risk management includes the assessments to the new and ongoing
lawsuits, analysis of legitimacy of investment contracts, trading contracts,
and transactions, which could avoid severe impact on their operations or
financial conditions as a result of unenforceable contracts, lawsuits or
unfavorable rulings.

(F) As Yuanta Futures engages in futures derivative financial instruments
designated for trading purpose, the disclosure is set out as follows:



December 31, 2010

Uncovered Contract
position amount or
Number paid
Buyer/ of (collected)

Item Type of transaction seller contracts __premium Fair value
Futures contract Stock futures Seller 47 $ 4,634 $ 4,646
Futures contract  Stock futures Buyer 17 1,166 1,160

Taiwan Micro Index
Futures contract Futures Buyer 532 238,598 239,054
Futures contract Electronic futures Buyer 25 34,123 34,170
Taiwan Micro Index
Futures contract Futures Seller 1,349 1,348
Futures contract  Electronic futures Seller 4,099 4,100
Futures contract ~ Financial Futures Buyer 4,163 4,168
Futures contract Taiwan Stock futures Buyer 20 35,849 35,948
Futures contract ~ Taiwan Stock futures Seller 156 279,387 280,394
Taiwan Index Futures
Options contract Options Buy Call 1,613 12,308 16,670
Taiwan Index Futures
Options contract Options Sell Call 1,751 ( 15,109) ( 17,641)
Taiwan Index Futures
Options contract Options Buy Put 1,610 6,959 5,076
Taiwan Index Futures
Options contract Options Sell Put 1,528 ( 3,325) ( 2,020)
December 31, 2009
Uncovered Contract
position amount or
Number paid
Buyer/ of (collected)
Item Type of transaction seller contracts __premium _ Fair value
Taiwan Micro Index
Futures contract Futures Seller 51 $ 20869 $ 20913
Futures contract ~ Taiwan Index Futures Buyer 59 96,583 96,772
Taiwan Index Futures
Options contract Options Buy Call 120 1,547 3,037
Taiwan Index Futures
Options contract Options Sell Call 113 ( 969) ( 1,956)
Taiwan Index Futures
Options contract Options Buy Put 1,023 4,094 3,792
Taiwan Index Futures
Options contract Options Sell Put 1,030 ( 1,908) ( 1,695)

a. Market price risk

1. Until December 31, 2010 and 2009, Yuanta Futures adopts VaR model for
quantification management of market risk, measure and monitor market risk
of each position held via trading monitoring and after trading hour analysis,
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and establish operation limit and VaR limit as the basis for executing risk
management.

2. The Yuanta Futures’s business involves some foreign currency operations.
In accordance with EITF 100-046 of the R.O.C. Accounting Research and
Development Foundation, dated February 18, 2011, the information on
monetary assets and liabilities denominated in foreign currencies whose
values would be materially affected by the fluctuations of the foreign
exchange rates is disclosed as follows:

December 31, 2010 December 31, 2009
Foreign Foreign
Currency Currency
Amount Amount
Currency (thousand) Rate Currency  (thousand) Rate
Effects on profit and loss
Financial assets
Cash and cash USD §$ 932 29.13 USD § 319 31.99
Guarantee on futures
trading
— equity fund USD 4,215 29.13 USD 3,400 31.99
Customer margin
deposit account USD 92,522 29.13 USD 76,284 31.99
Financial liabilities
Futures brokers’
equity USD ( 92,506) 29.13 USD ( 76,271) 31.99

b. Credit risk

Yuanta Futures conducts futures contracts and options contracts via Taiwan
Futures Exchange; hence, no significant credit risk is expected to occur.
Yuanta Futures also evaluates credit conditions of counterparties and
diversifies transactions to reduce credit risk.

. Liquidity risk, cash flow risk and amount/ period/ uncertainty of future cash

needs

As of December 31, 2010 and 2009, options and futures held by Yuanta
Futures have the ability to close out market positions. Hence, the cash flow
risk is insignificant.

Yuanta Futures engages in stock price index futures trading which belong to
margin trading. Yuanta Futures deposit margin call prior the transaction and
adjust uncovered positions daily by mark-to-market price. If additional margin
call is required, operating capital of Yuanta Futures is sufficient to settle; thus,
there is no funding risk and its cash flow risk is remote. Yuanta Futures
engages in options trading, pay (collect) premium prior transactions, and if
counterparty request to perform the contract, Yuanta Futures has sufficient
capital to meet the contract obligation; hence, the cash flow risk is
insignificant.



d. Operation risk

Yuanta Futures engages in futures and options, in order to manage substantial
guarantee deposits, each guarantee deposit’s collection and payment is
controlled by operational procedures to prevent human errors.

e. Type, purpose, and strategy to accomplish the purpose

Yuanta Futures currently engages in futures and options transactions designed
for trading purposes to expand their investment channel and make effective
use of the capital.

f. Specific risk exposed for futures business

1.

Futures’ trading is financial leverage transactions with low guarantee
deposits. The risks include: when futures market price is adverse to what a
client expects, a futures broker requests additional margin calls to maintain
limits of guarantee deposits. If a client is unable to pay margin deposits on
time, a futures broker is eligible to cover the futures contract held by the
client. In addition, when market price fluctuates, futures contract held by a
client may increase loss due to inability to settle.

. Specific risk exposed for futures business is unexpected loss arising from a

client’s default due to changes in market price. Futures commission
merchants are required to set aside 2% of monthly commission revenues of
consignment trading in accordance with the ‘“Rules Governing Futures
Merchants”.
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(I) Specific risk exposed for futures business

Main risk for futures merchants is credit risk. Credit risk occurs when clients do
not deposit margin call on time. Yuanta Futures monitors margin limits on each
individual client and requests client to deposit additional margins or decrease the
transaction amounts to control this credit risk. In addition, the main risk exposed
for Yuanta Futures is market price risk. The market contract price of futures or
options held vary depending on the fluctuation of index of underlying
investments. If market index price converses to underlying investments, losses
occur. Yuanta Futures sets up stop-loss points in order to control this risk.

Other subsidiaries

(A) Market risk

Subsidiaries engage in trading purposes, held-to-sale or derivative financial
instruments transactions, whose primary market risk comes from price changes in
those instruments. Subsidiaries have no significant market risk, as each
instrument has set up a stop-loss point and its changes in the fair value are
controlled using predetermined limits.

Financial assets of Yuanta Securities Finance are listed stocks, unlisted stocks,
open-end funds, beneficiary securities, corporate bonds, convertible corporate
bonds, government bonds, financial bonds and other marketable securities
approved by the authorities. Except for unlisted stocks and bond investments
with non-active market, changes in market interest rates and stock prices
fluctuate the value of financial assets. In order to manage market risk, Yuanta
Securities Finance conducts transactions with high-credit-quality securities.

(B) Credit risk

Yuanta Securities Finance’s main business is margin trading, the main risk is
credit risk. To control customers’ risk, Yuanta Securities Finance not only
follows the lower percentage or distributable amounts for abnormal stocks
regulated by Taiwan Stock Exchange Corporation and Gre Tai Market but also
stipulates distributable method for margin loan limits, warning and treatment,
and spread of trust and etc., to reduce the occurrence of credit risk.

Potential credit risk of financial instruments held by Yuanta Securities Finance is
derived from possibility of default of counterparty. Derivative counterparties,
issuers and guarantees are limited to high-credit-quality financial institutions;
therefore, the possibility of default is insignificant. The maximum exposure risk
of the financial assets is the positive fair value at the balance sheet date.

(C) Liquidity risk

Yuanta Securities Finance has enough operating capital to fulfill all contractual
obligations. Thus, there is no significant liquidity risk.
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Financial assets invested by Yuanta Securities Finance, except for unlisted
stocks, bonds investments and held-to-maturity bonds with non-active
market, are all with active market. Thus, these financial assets have high
liquidity and are expected to be sold at fair value promptly when needed. As
a result, Yuanta Securities Finance does not have the significant liquidity
risk.

The matching of the maturity date and interest rate for assets and liabilities
and controlling unmatched gap are Yuanta Securities Finance’s basic
management policy. As trading conditions are uncertain and trading types
are different, the maturity date and interest rate for assets and liabilities are
usually unmatched; these gaps may generate either potential gains or losses.

(D)Risk from changes in interest rates

Short-term borrowings held by Yuanta Securities Finance are negotiated
prices based on the interest rates in the monetary market. Thus, the changes
in market interest rates affects the negotiated interest rates of short-term
borrowings and result in fluctuations in future cash flows.

(E) Risk management structure and policy

To have the risk management of Yuanta Securities Finance functioning
effectively, internal operation procedures acts as basic structure of Yuanta
Securities Finance which is equipped with an easy-to-manage computer
system for risk information system. Risk management officers also hold
weekly meetings on operation safety and strengthen various business
information to enhance early warning function of financing and stock loans.
In addition, Yuanta Securities Finance integrates resources of shares among
related parties to provide a base for risk management.

(2) Capital adequacy ratio:

Expressed In Thousands of New Taiwan Dollars

December 31, 2010

Eligible capital Minimum capital
Financial holding company $ 115,906,634 $ 133,146,974
Bank subsidiaries 31,136,968 23,216,647
Securities and Securities Finance 67,687,734 16,479,165
subsidiaries
Futures subsidiaries 2,286,910 7,132,662
Venture capital subsidiaries 3,569,415 1,788,201
Other subsidiaries 2,561,219 2,500,400
Deduction items ( 136.937.872) ( 131,135,679)
Subtotal $ 86,211,008 $ 53,128,370

Capital adequacy ratio of the
Consolidated Company 162.27%
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Financial holding company
Bank subsidiaries

Expressed In Thousands of New Taiwan Dollars

December 31. 2009

Eligible capital

Minimum capital

Securities and Securities Finance

subsidiaries
Futures subsidiaries
Venture capital subsidiaries
Other subsidiaries
Deduction items

Subtotal

Capital adequacy ratio of the
Consolidated Company

As of December 31, 2010, the financial holding's net eligible

$ 114,750,856  § 127,213,320
28,709,303 19,054,641
61,457,893 15,755,552

2,303,353 6,266,201
3,077,124 1,543,192
2,544,127 1,401,218
( 130,194.589) ( 125.157.748)
$ 82,648,067 § 46,076,376
179.37%

capital was as

follows:
Amount

Common stocks $ 81,021,057
Legal reserve 1,492,551
Additional paid-in capital 25,565,205
Accumulated earnings 8,252,023
Equity adjustments 369,059
Less: deferred assets ( 411,526)
Less: treasury stocks ( 381,735)
Total net eligible capital $ 115,906,634

As of December 31, 2009, the financial holding's net eligible capital was as

follows:
Amount

Common stocks $ 81,021,057
Legal reserve 768,171
Additional paid-in capital 24,943,557
Special reserve 814,445
Accumulated earnings 7,266,869
Equity adjustments 753,884
Less: deferred assets ( 484,317)
Less: treasury stocks ( 332.810)
Total net eligible capital $ 114,750,856




(3) In accordance with Article 46 of the Financial Holding Company Act, the
following table represents the Company's subsidiaries' provision of business
credit or endorsements to, or other transactions with, the same individual, the
same related party, or the same affiliated company (expressed in millions of New
Taiwan dollars; %):

December 31, 2010
Total of business credit, ~ Percentage of net

endorsements, or value of the
Name other transactions company (%)
Same person:
Taiwan Power company. $ 12,705 10.92
CPC Corporation, Taiwan 11,710 10.07
Central Government, R.O.C 10,063 8.65
Taiwan Financial Holding
Co., Ltd. 5,600 4.81
Taiwan High Speed Rail Co.,
Ltd. 5,000 4.30
International Bills Finance
Corporation 3.298 2.84
Subtotal 48.376 41.59
Same related party:

HannStar Touch Solution

Incorporated and its related

companies 13,964 12.01
Winbond Electronics

Corporation and its related

companies 6,086 5.23
HannStar Display Corporation
and its related companies 5,187 4.46

China Bills Finance

Corporation and its related

companies 4,291 3.69
Asian Information

Technology and its related

companies 4,085 3.51
Yuen Foong Yu Paper MFG

Co., Ltd. and its related

companies 3,648 3.14

China Development Financial

Holdings and its related

companies 3.610 3.10
Subtotal 40,871 35.14
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Name

December 31,

2010

Total of business credit,
endorsements, or
other transactions

Percentage of net
value of the
company (%)

Same related company :

Chimei Innolux Corporation
and its related companies

Taiwan Financial Holding
Co.,Ltd. and its related
companies

Nan Ya Technology
Corporation and its related
companies

Taishin Financial Holding
Co., Ltd. and its related
companies

Eva Airways Corporation and
its related companies

International Bills Finance
Corporation and its related
companies

Compal Electronics, Inc. and
its related companies

Doers Technology
Corporation and its related
companies

Simpal Electronics Co.,Ltd.
and its related companies

Subtotal

Total

Name

$ 9,246 7.95
5,682 4.88

5,207 4.48

5,039 4.33

3,763 3.24

3,740 3.22

3,537 3.04

3,507 3.01

3.098 2.66

42.819 36.81

$ 132,066 113.54

December 31

. 2009

Total of business credit,
endorsements, or
other transactions

Percentage of net
value of the
company (%)

Same person:

Central Bank of Republic of
China

Taiwan High Speed Rail CO.,
Ltd.

CPC Corporation, Taiwan
Taiwan Power company

Taiwan Railway
Administration, MOTC.

Nan Ya Technology Co., Ltd.
Subtotal

$ 10,100 8.76
14,215 12.34

7,590 6.58

7,397 6.42

4,000 3.47

3,033 2.63

46,335 40.20




December 31, 2009
Total of business credit,  Percentage of net
endorsements, or value of the
Name other transactions company (%)
Same related party:
China Bills Finance
Corporation and its related
companies $ 3.551 3.08
Same related company :

Nan Ya Technology Co., Ltd.

and its related companies 6,167 5.35
EVA Airways Corp. and its
related companies 4,537 3.94

Taishin Financial Holding Co.,
Ltd and its related

companies 3,523 3.06
Windbond Electronics Corp.

and its related companies 3,395 2.95
Innolux Display Corp. and its

related companies 3,287 2.85
Chi Mei Corporation Co., Ltd.

and its related companies 3,240 2.81
Subtotal 24,149 20.96
Total $ 74,035 64.24

(4) Significant impact arising from changes in government laws and regulations:
None.

(5) Information for discontinued operations:
None.

(6) Major operating assets or liabilities transferred from (or to) other financial
institutions:

None.

(7) Allocation of expenses between the Company and its subsidiaries and among
subsidiaries

According to Article 7 of Yuanta Financial Holding Group's Cross-Marketing
Management System, contracts regarding legal responsibility and the allocation
method for expenses arising from the mutual use of business facilities and
cross-sales between the Company's subsidiaries should be formulated and signed.

(8) Information for private placement securities:

None.
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Yuanta Financial Holdings Co., Ltd.
Statements of Income
For the years ended December 31, 2010 and 2009
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(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

For the years ended December 31,

Accounts 2010 2009
Revenues
Investment income accounted for under the equity
method $ 8,919,603 $ 7,867,883
Disposal gain accounted for under the equity 971 -
Gain on financial assets and liabilities at fair
value through profit or loss 71,080 -
Other revenues 2,135 23,058
8,993,789 7,890,941
Expenses and losses
Investment loss accounted for under the equity
method - ( 82)
Operating expenses ( 477,462) ( 567,932)
Other expenses and losses ( 235,061) ( 181,875)
( 712,523) ( 749.889)
Income from continuing operation before income tax 8,281,266 7,141,052
Income tax (expense) benefit ( 121,360) 102,752
Net income $ 8,159,906 $ 7,243,804
Earnings per share Before taxes  After taxes Before taxes After taxes
Basic earnings per share $ 1.03 § 1.01 $ 088 $§ 0.90
Diluted earnings per share $ 1.01 $ 1.00
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Yuanta Financial Holdings Co., Ltd.

Statements of Cash Flows

For the years ended December 31, 2010 and 2009
(Expressed In Thousands of New Taiwan Dollars)
For the years ended December 31,

2010 2009
Cash flows from operating activities:
Net income $ 8,159,906 7,243,804
Adjustments to reconcile net income to net cash provided by
operating activities:
Cost recognized from transferring treasury stocks to
employees of the Company 905 -
Accrued discount amortization of convertible bonds 54,170 -
Increase in financial assets at fair value through profit or
loss ( 71,080) -
Depreciation 31,440 26,319
Amortization 2,800 3,332
Loss from retirement of assets 5,910 -
Net gains on investments accounted under equity method  ( 8,919,603) 7,867,801)
Disposal gain accounted for under the equity method ( 971) -
Cash dividends received from equity investments accounted
for under the equity method 2,534,652 4,553,333
Changes on assets and liabilities
Decrease in receivables 62,977 50,017
Decrease in other assets 5,096 1,057
Decrease in deferred income tax assets 72,791 231,433
Increase in payables 1,013,237 727,596
Decrease in accrued pension liabilities ( 514) 506)
(Decrease) increase in other liabilities ( 105) 105
Net cash provided by operating activities 2.951.611 4,968,689
Cash flows from investing activities
Acquisition of property and equipment ( 13,026) 42,727)
Acquisition of intangible assets ( 640) 421)
Proceeds from disposal of equity investments accounted for
under the equity method 54,064 -
Increase in equity investments accounted for under the equity
method - 4,132,367)
Decrease in equity investments accounted for under the equity
method - 200,000
Net cash flow provided by (used in) investing activities 40,398 3.975.515)
Cash flows from financing activities
Increase (decrease) in commercial paper payable — net 989,711 922,491)
(Decrease) increase in other borrowings ( 1,660,000) 1,380,000
Increase in corporate bonds payables 5,000,000 -
Distribution of cash dividends ( 7,264,817) 1,453,339)
Acquisition of treasury stocks ( 77,784) -
Transfer of treasury stocks to employees 28,782 -
Net cash used in financing activities ( 2,984.108) 995.830)
Net increase in cash and cash in banks 7,901 2,656)
Cash and cash in banks at beginning of year 3.236 5.892
Cash and cash in banks at end of year $ 11,137 3,236
Supplemental Disclosures of Cash Flow Information
Cash paid for interest during the year $ 226,951 173,864
Cash paid for income tax during the year $ 127,581 200,954

868
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Yuanta Bank and Its Subsidiaries

Condensed Consolidated Statements of Income

For the years ended December 31, 2010 and 2009

(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

For the years ended December 31,

Accounts 2010 2009

Net interest income 4,218,906 3,604,200
Net non-interest income 1.995.072 1.997.885
Net profit 6,213,978 5,602,085
Reversal of (provision for) credit losses 174,808 354,966)
Operating expenses 4.,648.344) 4.385.583)
Income from continuing operations before income tax 1,740,442 861,536
Income tax expense 423,540) 416,557)
Net income after income tax 1,316,902 444,979
Minority interest, net income 51) 215)
Net income 1,316,851 444,764
Earnings per share

Net income before income tax 0.80 0.41

Net income after income tax 0.60 0.21
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Yuanta Securities and Its Subsidiaries
Condensed Consolidated Statements of Income
For the years ended December 31, 2010 and 2009

(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

For the years ended December 31,

2010 2009

Revenues $ 18,291,179  $ 17,693,484
Expenses ( 12,542,725) ( 11.519.859)
Income from continuing operations before

income tax 5,748,454 6,173,625
Income tax expense ( 652,782) ( 1,235,328)
Net income after income tax 5,095,672 4,938,297
Minority interest, net loss ( 75.733) ( 77,104)
Net income $ 5,019939 § 4,861,193

Earnings per share
Net income before income tax $ 1.19 § 1.27
Net income after income tax $ 1.07 § 1.04
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Yuanta Securities Finance
Condensed Statements of Income
For the years ended December 31, 2010 and 2009
(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

For the years ended December 31,

2010 2009

Operating revenues $ 3,883,429 §$ 3,320,699
Operating costs ( 1.660.330) ( 1,476.,636)
Net operating revenues 2,223,099 1,844,063
Operating expenses ( 389,485) ( 396,039)
Non-operating revenues and income 837,048 977,861
Non-operating expenses and losses ( 479.802) ( 244.776)
Income from continuing operations before

income tax $ 2,190,860 $ 2,181,109
Net income after income tax $ 1,856,897 § 1,813,699
Earnings per share

Net income before income tax $ 097 $ 0.97

Net income after income tax $ 0.83 $ 0.81

(11) Profitability, asset quality, management information, and liquidity and market risk
sensitivity of the Company and its subsidiaries:

A. Profitability

Yuanta Financial Holdings

For the years ended
December 31,

2010 2009

Return on total assets (%) Before tax 6.30 5.75
After tax 6.21 5.83

Return on stockholders’ equity (%) |Before tax 7.15 6.40
After tax 7.05 6.49

Net profit margin ratio (%) 93.16 93.97
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Yuanta Financial Holdings and its subsidiaries

For the years ended
December 31,
2010 2009
Return on total assets (%) Before tax 1.68 1.76
After tax 1.40 1.38
Return on stockholders’ equity (%) [Before tax 8.49 8.34
After tax 7.09 6.55
Net profit margin ratio (%) 32.23 29.63
Yuanta Bank
For the years ended
December 31,
2010 2009
Return on total assets (%) Before tax 0.42 0.24
After tax 0.32 0.12
Return on stockholders’ equity (%) [Before tax 7.15 4.05
After tax 543 2.10
Net profit margin ratio (%) 21.44 8.01

Yuanta Securities

For the years ended
December 31,

2010 2009

Return on total assets (%) Before tax 5.29 6.58
After tax 4.76 5.37

Return on stockholders’ equity (%) [Before tax 9.69 10.90
After tax 8.72 8.90

Net profit margin ratio (%) 36.04 34.86

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

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

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

&

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

December 31, 2010
Items Amount Non-performing loans/gross
loans
INon-performing loans A $ 1,046,518 0.36
INon-performing loans B 385,877 0.13
Gross non-performing loans 1,432,395 0.49
December 31, 2009
INon-performing loans A $ 2,069,087 0.87
INon-performing loans B 195,147 0.08
Gross non-performing loans 2,264,234 0.95
Note:

1. The amount recognized as non-performing loans (NPLs) was in compliance with
the“Regulations Governing the Procedures for Banking Institutions to Evaluate
Assets and Deal with Non-performing / Non-accrual Loans”.

2. Definitions of non-performing loans A and non-performing loans B are according
to the Banking Bureau (1) Letter No.0941000251 dated April 19, 2005.

3. Non-performing loan ratio = non-performing loans / gross loans.
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(D) Contract amounts of remarkable credit risk concentration were as follows:

(Expressed in Thousands of New Taiwan Dollars, %)

December 31, 2010
Ranki N f Enterprise G Total Amounts of Total Amounts of
(I\eIlotenigS ame o (I\rlloigpzrise roup Outstanding  |Outstanding Loans / Total
Loans (Note 3) Stockholders’ Equity
1 Group A — Integrated Circuits
Manufacturing $ 4,634,079 18.68
2 |Group B — Integrated Circuits
Manufacturing 4,350,931 17.54
3 |Group C - Liquid Crystal Panel and
Components Manufacturing 3,223,706 12.99
4 |Group D —Civil Air Transportation 2,143,858 8.64
5  |Group E —Other Metalworking
Machinery Manufacturing 1,991,913 8.03
6  |Group F —Integrated Circuits
Manufacturing 1,859,612 7.49
7  |Group G — Electronic Equipments and
Components Retailing 1,803,499 7.27
8  |Group H — Buildings Construction 1,785,500 7.20
9  |Company I —Real Estate Development 1,107,000 4.46
10  |Company J — Real Estate Development 972,000 3.92
(Expressed in Thousands of New Taiwan Dollars, %)
December 31, 2009
Ranking Name of Enterprise Group Total Amoupts of Total. Amounts of
(Note 1) (Note 2) Outstanding  |Outstanding Loans / Total
Loans (Note 3) Stockholders’ Equity
1 Group A — Iptegrated Circuits $ 4,804,756 2032
Manufacturing
2 Group B — I.ntegrated Circuits 3,518,621 14.88
Manufacturing
3 |Group C - Liquid Crysta? Panel and 3,152,844 13.33
Components Manufacturing
4  |Group D - Momtors and Terminals 2.549.226 10.78
Manufacturing
5 Group E — Civil Air Transportation 2,390,846 10.11
6  |Group F — Other Metalworking
Machinery Manufacturing 2,042,611 8.64
7 |Group G — I‘ntegrated Circuits 1,900,091 203
Manufacturing
8 |Company H — Metal Surface Treating 1,289,012 5.45
9  |Group I - Liquid Crystal 'Panel and 1,111,180 470
Components Manufacturing
10 Grqup J — Other C.lVll Engineering 1,109,550 469
Projects Construction




Note 1:

Note 2:

Note 3:

Ranking the top ten enterprise groups other than government and

government enterprise according to their total amounts of outstanding loans.

If a outstanding loan belongs to a enterprise group, the outstanding loan of
enterprise group should be categorized and listed in total, and disclosed by
“code” plus “industry type” (for example, company (or group) A — Liquid
Crystal Panel and Components Manufacturing). If it is an enterprise group,
industry type of maximum exposure of the enterprise group should be
disclosed. Industry type should be filled in accordance with “Standard
Industrial Classification System” of Directorate-General of Budget,
Accounting and Statistics, Executive Yuan.

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

Total amounts of credit extensions were various loans (including import
negotiations, export negotiations, bills discounted, overdrafts, short-term
loans, short-term loans secured, securities financing receivable, mid-term
loans, mid-term loan secured, long-term loans, long-term loans secured, and
overdue accounts), remittances purchased, advance accounts for factoring
receivable, acceptances receivable, and guarantees receivable.
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(12) Information with respect to the subsidiary holding the capital stock of parent company:
None.
(13) Presentation of financial statements

Certain accounts in the consolidated financial statements for the year ended December 31,
2009 have been reclassified to conform to the presentation of the consolidated financial
statements for the year ended December 31, 2010.

(14) Others

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

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

(B) Objective, Laws and Regulations

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

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

(C) Effective Date: April 3, 2010.

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



(E) Accounting related items of the transfer:

a.Accounting method: Operations, assets and liabilities carried forward from the 18

domestic branches of Chinfon Commercial Bank are recognized as goodwill at net
fair value less the indemnification from the Resolution Trust Corporation (RTC).

b.Items and amounts of transferred assets and liabilities:

Amount
Transferred assets $ 7,987,682
Transferred liabilities 27,810,801
Liabilities carried forward — net 19,823,119
Less: indemnification from the RTC 17,898,724
Goodwill $ 1,924,395

(F) Yuanta Bank received indemnification from the RTC amounting to $19,300,000 on
April 6, 2010 and returned the excess amount of $1,401,276 to the RTC on July 13,

2010.

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

by $306,984.

(H) The pro forma operating income information disclosed based on SFAS No. 25
(assuming that the operating results from the beginning of 2009 had included CCB’s

18 branches):
For the years ended December 31,
2010 2009

Net Interest income $ 4,183,496 §$ 3,513,258
Net non-interest income 1.729.506 1.223.986
Net revenues 5,913,002 4,737,244
Reversal of (provision for) credit

losses 173,129 ( 666,109)
Operating expenses ( 4.,746.838) ( 4.774,494)
Net income (loss) before income tax 1,339,293 ( 703,359)
Income tax expense ( 423.540) ( 416,557)
Net income (loss) after income tax $ 915,753 (8 1,119.916)

Before Tax After Tax

Before Tax After Tax

Earnings (loss) per share $

061 $ 042 ($_034) (§__0.54)
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B. The balance sheet and income statement of Grand Asia Asset Management Ltd. are disclosed
in accordance with SFAS No. 31 “Interests in Joint Ventures™ as follows:

Grand Asia Asset Management Ltd.

Balance Sheet
December 31, 2010

Liabilities and

In U.S. Dollars

Assets Amount % Stockholders’ equity Amount %
Current assets Current liabilities
Cash and bank deposits $ 740,590 28  Accrued expenses $ 61,192 2
Receivables 1,276,049 48 Total liabilities 61,192 2
Other receivables 3,216 - Shareholder’s equity
Total current assets 2,019,855 76  Share capital 2,000,000 75
Retained earnings 611,405 23
Total shareholder’s 2,611,405 98
equity
Funds and Investments
Long-term equity
investments accounted
for under the equity
method 319,150 12
Financial assets
accounted for under the
cost method - 333,592 12
noncurrent
Total funds and
investments 652.742 24
Total Liabilities and
Total assets $ 2,672,597 100  Stockholders' Equity $ 2,672,597 100
Grand Asia Asset Management Ltd.
Income Statement
January 1 to December 31, 2010
In U.S. Dollars
Accounts Amount %
Revenues
Operating revenues $ 639,049 85
Non-operating income and gains 115,928 15
Total 754,977 100
Expenses
Operating expenses ( 161,178) ( 21)
Non-operating expenditure ( 62.561) ( 8)
Total ( 223,739) ( 29)
Net income $ 531,238 71
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