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30.4 i i Z 2 1858 DISCLOSURE OF FINANCIAL PRODUCTS
—» ATF{EEZ E | Information of Fair Value
(—-)ﬁ ﬂ ﬁ o ff}l—F’: fE f[_é_ Fair Value of Financial Products

2009.12.31 2008.12.31

R i E ATEE IREEE ATEE

Book Value Fair Value Book Value Fair Value
SRIE E Financial Asset
ATEHEEEEEESZEREE $ 29,720,270 29,720,270 $30,747,959  §30,747,959
Financial assets at fair value equivalent to book value
AT EHEEEHT ARG 2 EMEE 2,127,360 2,127,360 1,899,772 1,899,772
Financial assets at fair value through income statement
fi it B SRl E 3,821,583 3,821,583 2,643,660 2,643,660
Available-for-sale financial assets
BEEH B 138,260,597 138,260,597 136,927,280 136,927,280
Discounts & loans
HEEIHHEREE 5,395,960 5,321,360 4,226,877 3973598
Held-to-Maturity financial assets
Hit e EE 3,622,235 3,622,235 4,036,706 4,036,706
Other financial assets
SR B Einancial Liabilitics
S A EEE Y SR e 14,460,212 14,460,212 14,341,199 14,341,199
Financial liabilities at fair value equivalent to book value
NFEERSHF ARG ERHEH 2,120 2,120 19,983 19,983
Financial liabilities at fair value through income statement
TR B 157,921,702 157,921,702 158,664,207 158,664,207
Deposits & remittances
FEfT &R {FEss 4,000,000 4,000,000 1,000,000 1,000,000
Financial bonds payable
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The Bank Adopted the Following Methods and Assumptions in
Estimating the Fair Value of the Financial Instructments:

1.The book value of short-term financial instructments in the
balance sheet is used as the approximation of their fair value.
Due to the short maturity of these instruments, this
approximation approach is considered reasonable. This
method shall be applied to accounts including: cash & cash
equivalents, due from CBC & banks, bills and bonds
purchased under resale agreements, accounts receivable, due
to CBC & banks, accounts payable, bills and bonds sold under
repurchase agreements, and other financial liabilities etc.

The fair value of financial products at fair value through
income statement, financial assets in available-for-sale and
held-to-maturity financial assets relating to derivative
products shall be the market price, if any. If there is no market
price for reference, the fair value shall be evaluated based on
evaluation method. The estimation and hypothesis used by the
Bank in the evaluation hod are identical with those used
by the market participants in setting the price of the financial
products, which are available to the Bank.
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2 There is any information about deals or market maker's
quotation of the investment in bonds with no public quotation
using the discounted cash flow method. The company applies
the rates of return of financial instruments with identical
conditions and ch istics as the di rates of such
instruments. Conditions and characteristics include an
obligor's credit quality, g tenor of d fixed
interest rates, remaining principal repayments, and the
repayment currency etc.

3.Discounts & loans, deposits are ir ing assets and
liabilities. In the majority of the cases. Therefore, the book
values of these instruments are close to the approximation of
their fair value. The book value of loans for collection is the
projected collectable amount less provision for eredit loss.
Therefore, the book value shall be considered as the fair value,

4.Fi ial products d based on cost refer to stocks that
are not listed in security exchange or traded at OTC, and has
no material impact on any derivative products linked with the
stocks and delivered based on the stocks, which should be
evaluated based on cost according to the * Rules Governing
the Preparation of Financial Statements of Public Issued
Banks".

5.The fair value of financial bonds payable shall be evaluated
based on the discounting rate of its projected cash flow. The
discounting rate shall be subject to the available lending rate
under similar terms and conditions (similar maturity date).

6.If derivative products have no market price for reference,
forward exchange contracts and foreign exchange swaps shall
apply cash flow discounting method, and options shall apply
Black Scholes mode. The Bank calculates the fair value for
respective contract based on the exchange rate and interest
rate displayed in Reuters quotation system, and forward
exchange rate on the maturity date of respective forward
exchange contract. The fair value of the interest rate swap and
CCS contracts is calculated respectively based on the
quotation displayed in Bloomberg system.

(IN)Other than the domestic listed (OTC) stock, beneficiary
certificate of fund and bonds included in the financial assets
at fair value change through income statement and
available-for-sale, of which the fair value is determined
based on the public quotation of the market, the fair value of
the Bank's financial assets and liabilities are evaluated based
on evaluation method.

(1)The changes of fair value d based on ot
method in FY2009 and FY2008 recognized as income (loss)
for the period was ($7,280) thousand and ($197,018)
thousand, respectively. The changes of fair value evaluated
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based on open quotation recognized as the income for the
same period was ($7,607) thousand and thousand (595,178)
respectively.

(2)The total interest income of the financial assets or liabilities
al fair value through income that are not eval
based on fair value in FY2009 and FY2008 was $2,866,198
thousand and $4,859,404 thousand, respectively, and the
income expenses thereof were § 1,545,718 thousand and
$2,886,499 thousand,respectively. The available-for-sale
financial assets recognized under the title of shareholders'
equity directly in FY2009 and FY2008 was $2,039 thousand
and minus $26,893 thousand, respectively.

Financial Risk Information
Market Risks

The Bank calculates the capital required for market risk
based on standard method. When any adverse change occurs to
market factors, the risk value represents potential loss of
financial products as held in certain time limits and confidence
levels. The Bank evaluates the risk value based on the capital to
be accrued according to long and short positions of such
financial products as forward exchange subject to the various
currencies. The following table shows the risk value of the
Bank's financial products.

7 5 L b i A Type of Market Risk 2009.12.31 2008.12.31

1 B i Foreign exchange risks $56,498 $82,262

F) =6 L b Interest rate risks 62,476 132,195

1 i3 38 27 I Equity exposure 20,416 11,730
B.E R A Credit Risks
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The financial products held or issued by the Bank might
cause loss to the Bank as a result of the trading counterpartys’ or
other parties' failure to perform contractual obligations. The
Bank will duct credit i carefully when granting
loan, committing loan and making guarantee. The secured loan
accounts for 45% of the total loan. The average percentage of
collateral held for financing security and letters of credit was
18%. The collateral required by the Bank for granting loan,
committing loan or making guarantee generally are cash,
inventory, marketable securities or other property, etc. In the
event of the trading counterparty's or other party's breach of any
contract, the Bank is entitled to perform compulsory execution
on its collateral or guarantees to lower the Bank's credit risk
effectively, provided that no fair value of the collateral will be
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taken into consideration when the maximum credit exposure is
disclosed,

The contracts with position of fair value on the balance
sheet date will be the objects of evaluation. Supplementary
disclosure of the maximum credit exposure of off-balance sheet
commitments and guarantees (exclusive of fair value of
collaterals):

2009.12.31 2008.12.31
SRR EE IREEE sxEmArees ROEE S EHRRSE
Ttem of Financil Instructments Book Value Maximum Credit Book Value Maximum Credit
Exposure Exposure

AR EEgE Y AR EREE $2,127,360 $2,127,360 $1,899,772 $1,899,772
Financial assets at fair value through income statement
it EERmEE 3,821,583 3,821,583 2,643,660 2,643,660
Available-for-sale financial asscts
HFHEFIRHEREE 5,395,960 5,395,960 4,226,877 4,226,877
Held-to-Maturity financial assets
BEIR R 138,260,597 138,260,597 136,927,280 136,927,280
Discounts & loans
ST E 2 ERNE 2,280,314 2,280,314 2,708,429 2,708,429
Bonds investment without market price
A R &MmERE 1,287,577 1,287,577 1,287,577 1,287,577
Financial instruments —cost method
FebEEE MR
Commitments & guarantees —off-balance sheet

138 B R 383 Fk 9,523,897 9,523,897 6,735,734 6,735,734

Guarantees & L/ C

U] 2 SHRE 9,503,680 9,503,680 8,612,902 8,612,902

Irrevocable loan commitment
=) 2 $172,200,968 $172,200968  $165,042,231 $165,042,231
Total
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The credit risks as shown in the said table are subject to
the evaluation on contracts with positive fair value on balance
sheet date and off-bal sheet itments and guarantees.
The concentration of credit risks exists when financial
instruments are significantly exposed to a single customer of a
group of col parties that engage in similar busi activities
of a similar economic nature, making the inability to fulfill their
contractual obligation during an economic downturn or other
similar situations. Only the financil instrument transaction,
which the Bank undertakes with the Kaohsiung City
Government, has the concentration of credit risks. As of
December 31, 2009 and 2008, the balance of loans to the
Kaohsiung City Government aggregated to 3 30,072,595
thousand and $ 31,193,656 thousand, respectively, representing
21.53% and 22.53% of the total outstanding loans of the Bank.

The Bank does not proceed with centralized transactions
with any single customer or counterpary of any single
transaction except the Kaohsiung City Government, provided
that there are similar industrial types and regions. The Bank's
amount of contracts with obviously centralized credit risks is as
following :
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2009.12.31 2008.12.31
FERTRE Classification W {H E P RELE ot 0 1 {1 i RAEARESE
Book Value Maximum Exposure Book Value Maximum Exposure
HEWN Individuals 47,980,945 47,980,945 47,076,525 47,076,525
BT HERR Government organization 30,411,326 30,411,326 31,566,548 31,566,548
s e Manufacturers 22,268,030 22,268,030 22,580,509 22,580,509
S A3 Financial and policies 5,381,445 5,381,445 3,741,394 3,741,394
ik Constructions 7,659,480 7,659,480 8,078,554 8,078,554
2009.12.31 2008.12.31
Hi 75 s Area R I {6 i BAEERRSE R [ (% 2 AR B
Book Value Maximum Exposure Book Value Maximum Exposure
) Domestic 134,613,851 134,613,851 133,132,387 133,132,387
EM America 1,404,975 1,404,975 1,337,177 1,337,177
AR Asia 1,372,169 1,372,169 2,044,440 2,044,440
Bra Europe 1,426,075 1,426,075 1,490,982 1,490,982
e Africa 101,012 101,012 131,752 131,752
FEEM Oceania 746,741 746,741 287,361 287,361
C.im B 14 A Liquidity Risk

The Bank's liquidity reserve ratio in FY2009 and FY2008
was 17.04% and 16.78 %, respectively. The capital and working
fund are sufficient to perform all contractual obligations.
Therefore, there was no liquidity risks for failure to raise funds
to perform contractual obligations. The stocks traded by this
Bank are listed (OTC) stocks with high liquidity. Therefore,
they are expected to be sold at the price near to fair value easily
in the market. The bonds held by this Bank are primarily the
government bonds with the acceptable liquidity. Therefore, the
liquidity risk thereof is not high. The derivative financial
products held by the Bank is unlikely can not be sold at
reasonable price on market. Therefore, the liquidity risk for
realization is low.

The Bank's basic management policy is to coordinate the
maturity dates of assets and liability and interest rates, and to
control gaps. Due to uncertainty of trading terms and different
types, generally it is impossible to coordinate the maturity dates
of assets and liabilities and interest rates; such gaps might
produce potential gain or loss. The Bank conducts analyses on
maturity in appropriate grouping manner according to the nature
of assets and liabilities, in order to evaluate the Bank's liquidity
ability. The analyses on maturity is as following:
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B @ #FEWE(FIS 0 Unit : NT$ Thousand

2009.12.31
SmmEmEE ~EAR BEAFEE—-F BAa—-FLLE it
Item of Financil Instructments Due in 6 Months 6 Months ~ 1 Year Due after 1 Year Total

HE
Assets
BeRkfERe $2,545,564 - 5 - $2,545,564
(Cash & cash equivalents
TR T R drfiy RT3 20,171,475 835,403 1,482,502 22,489,470
Due from CBC and lend to banks
DT EERF ARG SREE 2,051,594 = 75,766 2,127,360
Financial assets at fair value through income statement
LA EIE S 81 b v 3,894,976 = - 3,894,976
Bills & bonds purchased under resale agreements
R T P 552,295 50,188 187,777 790,260
Accounts receivable —net
MEE R () 52,030,019 20,050,136 67,656,115 139,736,270
Discounts & loans (Note)
It SHNTE 270,709 903,934 2,646,940 3,821,583
Available-for-sale financial assets
HEHEIYBEEREE 4,997 1,279,689 4,111,274 5,395,960
Held-to-Maturity financial assets
IEERE S W 156,971 2,123,343 = 2,280,314
Bonds investment without market price
WESH $81,678,600 $25,242 693 $76,160,464 $183,081,757
Total assets
=1
Liabilities
RAT R BITR T $8,783,145 $1,765,089 $ = $10,548,234
Due to CBC & banks
AT EERBT ARG SRE 2,120 - - 2,120
Financial liabilities at fair value through income statement
PP M i e & 213,774 - - 213,774
Bills & bonds sold under repurchase agreements
FE{F R 3,325,420 51,778 36,113 3,413,311
Accounts payable
DYEEAERR 7,035,133 1,683,498 3,000 8,721,631
Treasury deposits
EMTES 58,311,419 28,306,456 3,233,865 £9,851,740
Time deposits
o[ EYE TR 3,072,000 236,700 - 3,308,700
Negotiable certificate of deposit
LApEra-licg - - 4,000,000 4,000,000
Financial bonds payable
AEEt $80,743,011 $32,043,521 §7,272,978 $120,059,510
Total liabilities
S Ek $935,589 { $6,800,828 ) $68,887 486 $63,022,247
Net liquidity gap
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2008.12.31
&Rl S EE A~ERN HEBRSERE-F ®BE-FLE &at
Item of Financil Instructments Due in 6 Months 6 Months ~ 1 Year Due after | Year Total
HiE
Assets
ReR#EAS $3,143549  § - $ - $3,143,549
Cash & cash equivalents
TPHCRTT R i a7 M 3 15,111,471 828,921 1,177,612 17,118,004
Due from CBC and lend to banks
LTRSS A EBEr EMTE 1,581,340 211,947 106,485 1,899,772
Financial assets at fair value through income statement
B E S RN R 9,702,694 = = 9,702,694
Bills & bonds purchased under resale agreements
A 3 T R 472,916 121,575 189,221 783,712
Accounts receivable — net
REHLR fosr (3E) 40,148,989 18,540,888 79,792,999 138,482,876
Discounts & loans (Note)
i {1t L) S R T = 65,008 2,578,652 2,643,660
Available-for-sale financial assets
FEZIHMHEMEE 888,460 412,032 2,926,385 4,226,877
Held-to-Maturity financial assets
HERAIS 2 MR RE - 147,847 2,560,582 2,708,429
Bonds investment without market price
A= $71,049.419 $20,328,218 $89,331,936 $180,709,573
Total assets
=R
Liabilities
RAT R ITFHETTE $9,069,012 $1,793,313 $ - $10,862,325
Due to CBC & banks
SFMERsH A EBEr ME N 19,983 - - 19,983
Financial liabilities at fair value through income statement
Bl 9 o 552 55 T 0 95 £ 1 293,092 - - 293,092
Bills & bonds sold under repurchase agreements
P £ AT 2,717,245 128,839 39,594 2,885,678
Accounts payable
LY TERR 7,338,698 1,727,837 - 9,066,535
Treasury deposits
TEBATERR 66,201,764 31,819,191 4,086,167 102,107,122
Time deposits
o[EERE TR 285,200 333,200 - 618,400
Negotiable certificate of deposit
{5 il i 55 - - 1,000,000 1,000,000
Financial bonds payable
aRaE $85,924,994 $35,802,380 $5,125,761 $126,853,135
Total liabilities
ik | { 514,875,575 ) (515474162 ) $84.206,175 $53,856,438
Net liquidity gap
(FE)E IR B2 e i A M -
The include d from non-loans & short-term advances.
D. %{J $ @ §JJ Z i) % TJ’%E. = A, Ijﬁ E( ,1141 $ @ §JJ Cash Flow Risk of Changes in Interest Rate and Fair Value Risk
— ' of Changes in Interest Rate
Z T EE E €
ANTBEEEEHIERN G 93 In order to stabilize the ability to seek long-term profit and
BORBNE ) EEHEMGIERRR b e bk e s
E %E ﬁb}‘\ _' % ﬁ '5‘ E fl ﬁ’ E EU ° interest rate collar.
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